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Directors’ report

The year 2011 of Telecom [ltalia Finance {the “Company” or “Tl Finance”} ends with a profit of EUR
69.919.778,31 versus a positive result of EUR 127.013.636,45 in the year 2010.

During the concerned period, the Company continued its activity of providing financial assistance to
Telecom ltalia Group companies.

The on-going borrowing and lending activity generated a positive margin equal to EUR 123,19 million {EUR
149,09 million for the corresponding period 2010) of which EUR 7,2 million booked as dividends on
Telecom Italia S.p.A. shares (EUR 6,2 million in the corresponding period 2010). The reduced contribution is
due to a lower volume of intercompany loans connected with the Company bond repayment on April 20,
2011.

Impairments for a total amount of EUR 51,05 million (EUR 10,87 million in 2010) have been booked in
relation to the participations in Telecom italia S.p.A., Telecom Italia Media S.p.A., Italtel Group S.p.A. and
investments funds.

The net financial position as per December 31, 2011 is positive for 1.471,58 million (1.365,45 million as per
December 31, 2010).

Notes

As of December 31, 2011, the total outstanding nominal amount of notes issued by Telecom Italia Finance
amounts to EUR 2.893.576.798,40 (EUR 5.040.677.312,47 as of December 31, 2010). The notes are
unconditionally and irrevocably guaranteed by the parent company Telecom ltalia 5.p.A.

During the year, the Company bought back in the market:

e EUR 198,76 million in nominal amount of its EUR 1.000.000.000,00 7,25% Notes maturing April
2012, EUR 187,45 million of which have been cancelled on June 16, 2011. Due to the cancellation,
the principal amount of debt outstanding with regards to these notes is EUR 812.545.000,00;

* EUR 91,28 million in nominal amount of its EUR 850.000.000,00 6,875% Notes maturing January
2013. Such Notes have been cancelled on December 22, 2011. Due to the cancellation, the principal
amount of debt outstanding with regards to these notes is EUR 758.716.000,00.

On April 20, 2011 matured and were repaid the EUR 1.883.885.000,00 7,50% Notes.

Fixed assets

On December 1%, Telecom Italia S.p.A. exercised its option to early redeem its EUR 1.400.000.000,00
6,625% Notes due December 2012, entirely subscribed by Telecom Italia Finance and on December 23,
2011 repaid to the Company EUR 1.492.750.000,00, being the sum of principal plus accrued interest.

Share Capital

The subscribed share capital of Tl Finance is EUR 542.090.241,00, consisting of 55.428.450 ordinary shares,
nominal value EUR 9,78 per share; all of the shares have been issued and are fully paid-up.
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Risks
The Directors consider the following as the principal risks that could materially affect the result and the
financial position of the Company in the next year:

e the value of holdings in associated undertakings, equity investments and securities issued from
third parties may be adversely affected by financial and economic development;

» foreign currency risk - according to its risk management policies, Telecom Italia Finance hedges the
foreign currency exposure on its assets and liabilities in currencies other than euro through
currency swap contracts or natural hedge positions;

e interest rate risk - according to its risk management policies and to its management strategy
choices and in order to modify its interest rate exposure, Telecom Italia Finance enters into interest
rate swaps. However, no assurance can be given that fluctuations in interest rates will not
adversely affect its results of operations or cash flows.

The Company is exposed to generic market, credit and liquidity risks.
These financial risks are managed by:

e the application of guidelines defined at Group level, which preview a monitoring by a Group
committee of the level of exposure to market risk consistency with prefixed general objectives;

¢ the identification of the most suitable financial instruments, including derivatives, to reach prefixed
objectives;

e the monitoring of the results achieved.

Additional details on financial risk management policies of Telecom Rtalia Group are available in the
Telecom Italia consolidated annual accounts.

Events subsequent to December 31, 2011

During the month of January and February to date, Tl Finance purchased in the market EUR 11,6 million in
nominal amount of the notes due April 24, 2012 and EUR 52,8 million in neminal amount of its notes due
January 2013.

During the next year 2012 it is foreseen to continue the activity of financial assistance to Telecom ltalia
Group companies and continue to manage the market risks above mentioned.

The Board reminds that during the year 2012 shall come to maturity the following bond issuances:
s on March 14, 2012, EUR 107.715.000,00 Floater rate Notes; and
» on April 24, 2012 EUR 812.545.000,00 7,25% Notes.

No event after the closing has a material impact on the financials herein reported.

The Company does not perform research and development activities. The Company did not acquire and
does not hold its own shares.

Financials as of December 31, 2011 herein reported comprise the halance sheet, the profit and loss
account, the cash flow statement and the explanatory notes. Additionally, considering that the present
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accounts have been prepared according to the new local GAAP (law dated as of December 10, 2010) a set
of pro-forma tables has been drawn in order to allow the comparison with the previous accounts.

The Board invites you to approve the aforesaid financial statements and propose to allocate the benefit of
69.919.778,31 as follows:

a} EUR 3.495.988,92, to the legal reserve;
b} EUR 66.423.789,39 to the profit and loss brought forward.

For the Board of Directors
The Managing Director
AdrianofTrapletti

¢ lJ_,
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Annual Accounts
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Balance Sheet

_3LDECEVMBER.2011

\bwum_..lnl.._m—mw_
B. Formatlon expenses [n.4]
C Fixed msets
1I. Tangible assets
3. Other fixtures and fittings, tools and equipment [n.5)
1. Financial assets
1.%hares in affillated undertakings n.7]
2. Loans to affihated undertakings [n.8]
3. Shares In undertakings with which the company s
linked by virtue of particlpalinginterests [n.7]
5.Investments held as fixed assets [nB]

D. Current assets
. Debtors
2. Amounts owed by afiiliated undertakings {n.9]
a) becoming due and payable after less than one year
b} becoming due and payable aRer more than one year
4. Other debtors
a)becomingdue and payable aiter Jess than one year
b)}becoming due and payable after more than one year [n.10]
IN. Investments [n.11)
1. 5hares in affiliated undertakings and in undertakings
with whith the company s linked by virtue of participating
Intergsts
3. Ctherinvestments

IV. Cash at bank and in hand [n.22]

SIOTAEASSETS

5.755.176,31

3.146,051.875,03
319.502,58

1.481.904.598,68
1.649.974.454,04

223 493,66
11.909.826,07
6.247.110.030,97
199.526.791,98
2.958.574,43

10.678.688,73
79.136.281,02

2.595.210.040,98
373.473.743,51
2 986.133.910,32

240,415,24

9.399,165.497,55

The accompanying notes are an integral part of these onnual accounts.
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TELECOM ITALIA FINANCE 5.A.
BALANCESHEETAS ATDECEMBER 31, 2011

31.DECEMBER 2010

7.087.064,05

7.182.805.107,22
43.255,15

1.530.611.436,30
1.735.934.687,72

302.541,34
3.915.913.186,71
4.088.280.965,95

190.570.669,67
0,00

11.764.449,44
10.096.058,24

1.857.148.602,74
363.221.727,68
1.055.479 458,18

238.433,50

11.278.411.570,72

LIABILMES [EUR]
A. Capital and resarves
I. Subscnbed capnal
IV.Reserves
1.Legal reserve
4. therreserves
V. Profit or loss brought florward
V1. Result for the financlal year

[n.13]
[n.14]

C. Provisions
3. Other provisions

D, Not Subordinated debts
1. Debenture loans
b) Non convertible notes
I) becoming due and payable after less than one year
it} becoming due and payable after more Lhan one year
2. Amounts owed to creditinstitutlons
a)becoming due and payable after less than one year
b}becoming due and payable after more than gne year
4. Trade creditors
a}becoming due and payabie after less than one year

[n.15]

[n.18])

6. Amounts owed to affiliated undertakings
ajbecoming due and payable after less than one year
bybecaming dve and payahle after more than one year

8. Tax and social security
a) Tax
bj Secial security

9. Other creditors
a)jbecoming due and payable afterless than one year
bjbecoming due and payable aRer more than one year

[n.17]

E Accruals and deferred Income

TOTAL LIABILITIES

31.DECEMBER.2010

31.DECEMBER.2011

1.670.944.161,28
542.090.241,00

1,601,024,382,97
542.050.241,00

11.163.715,87
865.769.812,13
182.000.613,97
69.919.778,31

4.812.715,87
BE5.769.812,13
61.337.9772,52
127.013.636,45

2.413.800,61 11.850.402,02

2.413.800,61 11 850.402,02

7.725.772.154,65 9.665.484,696,15

1.084 447 898,86
1.9731.462.987.15

2.163.189.802,49
3.156.921.305,33

7.154 453,24
433,451 649,81

283.995.538,39
449.370.979,10

123.147,72 144 630,76

2.553.776.871,95
1.360.715.910,12

2.607.219.910,92
1 292.000.000,00

68.350,32 373.303,42
2B.455,88 27.414,53
12 827 861,87 433.052,33

6.954.153,28 4.559.172,32
35381,01 52.089,58
9.399.165.497,55 _11,278.411.570,72

n. / of 50



Profit and Loss

A.CHARGES - [EUA)

1. Raw materials and consumables

2. Other external charges

3. Staff costs

a)Wages and salaries
b) Social security costs
chSocial security cosis relating to pensions
d) Oxher social security costs

4, Value adjustments

a)on formation expenses and on tangible and intangible fixed

assets

5. Oxher operating charges

6. Valua ad]jusiments end falr value adjustments on financisl fixed

msets

7. Value sfjustments and fair value adjustments on Anancial
current assats Loss on disposal of transferable sacurities

B. Imterest pryable md similar charges
ajconcerning affiliated undertakings
b) other interest payable and similar charges

9. Extraordinary charges

10, Tax on profit or loss

aq

11. Othar tzxas not |

luded (n tha pr

12, Profit for the financial year

TOTAL CHARGES

[n.18]

[n.19]

[n.20]

In.21)

In22)

31,DECEMBER 2011
12.721,57
967.203,84
995.989,65
868.230,51
91.473,03
33.745,41
2.540,70
1.357.288,46

1.357.288,46

95.878,72

51.051.395,45

23.326.021,32
795.944.199,69
123.098.879,92
6572.845.319,77
6.189,62
177.050,34
400.000,00

69.915.778,31

944.253.796,97

The accompanying notes are an integral port of these annual accounts.
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TELECOM ITALIA FINANCE S.A.

31,DECEMBE2010

10.421,74
1,941.921,12
776.346,26
&74.444,40
83 047,67
18.854,19
0,00
1.923.491,60

1.923.491,60

403.615,27

10.871,606,43

10.850.300,18
§75.206.210,93
77 117 962,80
498.088.248,13
868,19
1.388.312,38
4.939.524,50

127.013.636,45

737.366.455,05

PROFIT AND LOSS FOR THE YEAR ENDED DECEMBER 31, 2011

BINCOME - _ [EUR}

1. Net turnover

6. Incoma from financial fixed assets

a)derived from affiliated undertakings
b) ather income from participating interests

7. Incoma from Ananclad current assaty
a) denved from affiliated undertakings

h) other income

8. Ctherl und other i

1ad 1

a) derived from affillated undertakongs
b}other Interest receivable and similar income

9, Extraordinary income

12. Loss for the Ananclal yamr

TOTAL INCOME

[n.23]

In.24)

[n.25]

31.DECEMBER.2011

365.695,68

116.655.110,36
116.655.110,36
0,00

3.667.162,08
3.474.000,00
192.162,03

823.465381,43
637.682 203,87
1RS5.783.177,56

100.447 42

0,00

944.253.796,97

31,0ECEMBER 2010

101.056,68

118.867.6860,74
115.723.943,28
3.142.917,36

2.488.815,30
0.00
2.488.815,30

615.730.849,63
502.916.788,37
112.784.060,66

77.872,70

737.366.455,05
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Cash Flow Statements

TELECOM ITALIA FINANCE S.A.

CASH FLOW STATEMENT AS AT DECEMBER 31, 2011

Operating Activities
Profit after tax
Adjustments for

Amaortization offormation expenses and on tangible and intanglble fixed assets

Flnance Income
Finance Expenses
Changes intrade and other receivables
Changes Intrade and other payables
Net cash flows from operating activitles

Cash flows fram Investing actlvities
Changes in Property, plant and equipment
Changes in Participations, funds and other securitles
Investments and re-payments In Financial Recelvables
Interest, commisslons and other inanclal income received
Dividends received
Income recelved from participations and funds

Net cash flows from investing activitles

Cash Mows from Finencing ectivitles
Net change In short-term Financlal Payables
Repayments of borrowings
Interest, commisslons and other financial expenses paid
Net cash Aows from financing activities

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

Cashand ¢cash equivalents at 01 lanuary

Cash and cash equivalents at the end of the year

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

Telecom Italia Finance
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[n.3]
[n.3]
[n.3]

n1z2]

31DECEMBER.2011

69.919.778,31

1.357.288,46
-943,610.603,53
869.388,051,50
-133.063,50
675.966,06
-3.754.514,82

-21.648,15
2.738.342.026,41
713.774.951,21
930.368.816,39
7.124.249,49
0,00
4.350.588.395,35

210.425.128,94
-1,863.885.000,00
-792,667.170,53
-2.466.127.041,59

1.920.706.838,94
7.564.716,69
1.054.452,217,92

2.982.723.773,55

JMDECEMBER.2010

127.013.636,45

1.923.491,60
-737.512.431,99
585.742.374,74
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
31.164.877.639,23

-1,709.984.631,32
-31.115.000,00
-473.191.787,62
-2.214.291.418,54

934.694.952,24
-13.716.315,27
133.473.580,95

1.054.452,217,92

p. 9 of 50



Notes to the accounts
as at December 31, 2011

Note 1- General

Telecom Italia Finance (the “Company”, “Ti Finance”) was incorporated on June 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 [talia S.p.A. (the “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 domiciliation
and administration services to companies being part of the Telecom i{talia 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 form and
issue bonds or notes. Generally the Company may carry out any commercial, industrial 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 accounting principles and
regulations generally accepted in the Grand Duchy of Luxembourg (“Luxembourg GAAP").

As allowed by the amended law of 19 Dec. 2002, the Board of Directors of the Company has
decided to include the cash flow statement based on the indirect method.

Euro (EURY} is the book accounting currency.

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 liabilities, disclosure of contingent assets and liabilities at the date of the accounts, and
reported amounts of revenues and expenses during that reporting period. Actual results could
differ from those estimates.
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Foreign currency translation

The Company follows the multi-currency accounting policy that consists in recording the assets
and the liabilities in their original currencies, the same being converted into EUR 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 other than EUR are recorded in their respective
currencies and converted at the exchange rate prevailing on the respective transaction dates.

The exchange differences arising from the transactions expressed in currencies other than EUR
are hedged either by balanced deposits and loans, or through currency swap contracts using
the account « exchange revaluation » incorporated into “Interest and other financial charges”
and “Other interest and other financial income” whose valuation at the year-end rate allows to
hedge off the exchange risk.

Formation expenses

Formation expenses may include incorporation expenses and bond issuance expenses.
Incorporation expenses are valued at purchase price including the expenses incidental thereto
less cumulated depreciation amounts written off over maximum 5 years. Bond issuance
expenses are written off on a straight-line basis over the period of the note.

Tangible assets

Tangible assets are stated at cost less accumulated depreciation and any impairment
adjustments. 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.

Shares in affiliated undertakings and share in undertakings with which the company is linked
by virtue of participating interests

Equity investments in non-current assets are evaluated according to the historical cost
method. 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 or with the net equity of the company.

Debtors

Debtors are valued at their nominal value. They are subject to value adjustments where they
recovery is compromised. These value adjustments are not continued if the reasons for which
the value adjustments were made have ceased to apply.

Investments

Investments in current assets are evaluated to the lower between the market value and the
acquisition cost. Bonds purchased with the intention of holding to maturity are evaluated to
acquisition cost that is never over the par amount.

Telecom Italia Finance
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Cash at bank and in hand

Cash at bank and in hand is defined as cash in 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. Cash at bank and in hand and short-term deposits which are held to
maturity are carried at cost.

Accrued income and charges

Accrued interest are shown with their principal amount.

Prepayments and accrued income/Accruals and deferred income

“Prepayments and accrued income” and “Accruals and deferred income” accounts include
prepaid charges and prepaid income.

Issue discounts and issue premiums are listed with the related notes, while other similar
charges are classified in the “Formation expenses”. All are amortized through the profit and
loss account on a straight-line basis over the lifetime of the notes.

Derivative 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 shall be recorded.

Debts

Debts are recorded at their reimbursement value. Where the amount repayable on account is
greater than the amount received, the difference is shown in the same line of the debt and is
written off over the period of the debt based on a linear/actuarial method.

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 — New layout of Accounts

The layout of the Balance Sheet and the Profit and Loss account as regards the form adopted
for their presentation has been changed and reclassifications have been undertaken from the
previous to the current year in order to comply with the December 19, 2002 law, as amended
by the December 10, 2010 law, concerning the accounting and annual accounts of Luxembourg
companies.

Changes in Balance Sheet and in Profit and Loss are detailed in note 35 “Adjustment on the
comparison period” {from page 32 to page 47) that is integral part of these annual accounts.

In Cash Flow Statements the only difference is the reclassification between Amortization of
formation expenses and on tangible and intangible fixed assets, Finance Income and Finance
Expenses (in Operating activities section) done to give consistency with the new profit and loss
layout and detailed as follows:

Telecom Italia Finance
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Amortization of {...)
fixed assets

Financial Income

Financial Expenses

Cash Flow Statements as
presented in the 2010
annual accounts
Reclassification
Amortization of bond
_issuance expenses
Amortization of issue
_ premiums

24.757,72

198.753,88

.-739.731.663,09

-1.898.733,88

Cash Flow Statements as
at December 31, 2010

Note 4 — Formation expenses

. 2.2159.231,10 -2.219.231,10

1.923.491,60 -737.512.431,99 595.742.374,74

December 31, 2011 December 31, 2010

EUR EUR

Issuance expenses on debentures loans 5.595.263,97 6.827.206,47
Issuance expenses on amounts owed

to credit institutions 159.912,34 259.857,58

5.755.176,31 7.087.064,05

Note 5 - Other fixtures and fittings, tools and equipment

Acquisitions at the beginning

of the year

Acquisition during the year
Disposal or reduction during the

year

Acquisition cost at the end of the year

Value adjustments at the beginning

of the year

Value adjustments during the year

Disposal or reduction during the

year

Value adjustments at the end of the

year

Telecom Italia Finance
Societé Anonyme

Audied Annrual Accounts as at December 31, 2011

December 31, 2011

Decemnber 31, 2010

EUR EUR
518.452,26 492.827,71
21.648,15 26.444,50
(174.364,17) (819,95)
365.736,24 518.452,26
475.197,11 451.225,18
25.400,72 24.757,72
(174.364,17) (785,79)
326.233,66 475.197,11
39.502,58 43.255,15

p. 13 cf 50



Note 6 - Loans to affiliated undertakings

This item is composed by EUR 1.649.974.454,04 being the total amount of medium-long term
loans granted to the Parent Company and other group companies (2010 - EUR
1.735.934.687,72). It could be detailed by final payment date as follows:

Nominal value: EUR 108.799.371,28
Reimbursed December 15, 2011
Floater rate: Euribor 3m + 0,424%
Nominal value: EUR: 250.000.000,00
Expiring August 7, 2014

Fixed rate: 6,558%

Nominal vatue: JPY 20.000.000.000
Expiring October 29, 2029 [*]
Floater rate: JPYLibor 6m + ,9463%
Nominal value: JPY 20.000.000.000
Expiring May 5, 2032 [¥*]

Floater rate: JPYLibor 6m + 1,66%
Nominal value: EUR: 1.000.000.000,00
Expiring July 28, 2033

Fixed rate: 8,000%

Total from Parent Company

Nominal value: USD 12.000.000,00
Expiring August 31, 2012

Fixed rate: 4,530122%

Nominal value: USD 1.000.000,00
Expiring January 7, 2014

Fixed rate: 4,09632%

Total from other group companies

December 31, 2011 December 31, 2010
EUR EUR
0,00 108.799.371,28
250.000.000,00 250.000.000,00
199.600.798,40 184.077.312,47
199.600.798,40 184.077.312,47
1.000.000.000,00 1.000.000.000,00
1.649.201.5596,80 1.726.953.996,22
Closs:fred mn
Current portion 8980691,50
772.857,24 0,00
772.857,24 8.980.691,50

1.649.974.454,04

1.735.934.687,72

[*] Differences between December 31, 2011 and December 31, 2010 are due to exchange rate impact.

Telecom ltalia Finance
Société Anonyme

Audited Annual Accounts as at December 31, 2011
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Note 8 — Investments held as fixed assets

This item is composed by the investment in notes issued by Parent Company expiring in more
than one year and by the investment in other funds.

Notes issued by Parent Company

Exp. June 26, 2012

Reimbursed December 23, 2011
Total from Parent Company
Investments in other Funds

Clessidra Capital Partners

The Golden Mouse Partnership
Accel Internet/Strategic
Technology Fund L.P.

Net Launch Ventures L.P.
Total of Investments in Funds

Telecom Italia Finance
Société Anonyme

Aud.ted Annual Accounts as 21 December 31, 2011

December 31, 2011 December 31, 2010
EUR EUR

Clossfied in
Current portion 2.500.000.000,00
0,00 1.400.000.000,00
0,00 3.900.000.000,00
11.047.085,87 14.939.024,00
862.740,20 862.740,20
0,00 59.586,18
0,00 51.836,33
11.909.826,07 15.913.186,71
11.909.826,07 3.915.913,186,71
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Note 9 — Amounts owed by affiliated undertakings

This item refers to the loans receivable within one year granted to group companies (included
accrued interests thereon), to accruals on interest rate swaps with Parent Company and
currency swaps with group companies.

a} becoming due and payable after less than one yeor:

December 31, 2011 December 31, 2010

EUR EUR

Latin American Nautilus Ltd 0,00 33.700.625,82
Olivetti S.p.A. 23.357.695,02 23.355.175,20
Telecom Italia Media S.p.A. 45.090.359,50 20.003.047,33
Telecom Italia Netherlands B.V. 1.004.471,67 2.300.407,68
Telecom Italia S.p.A. 42.811.558,24 682.265.451,32
Telecom Italia Spain SL 2.507.262,66 3.750.446,46

Tl Sparkle France S.A.

TMI Telemedia Int.

Mediterranean Nautilus Greece 5.A.
Telecom Italia Capital S.A.

Tl Sparkle Singapore P.T.E.

Telecom Italia Germany
Mediterranean Nautilus B.V.
Mediterranean Nautilus
Telekomiinikasyon Hizmetleri TAS
Others

Accruals on interest rate swaps with
Parent Company

Accruals on interest rate swaps with
group companies

Currency swaps with group
companies

b) becoming due and payable after more than one vear

Currency swaps with group
companies

12.224.214,76 18.012.583,70
3.001.022,66 3.521.027,12
24.989.045,59 0,00
6.615.825,87 0,00
4.649.191,25 0,00
0,00 2.600.484,12
10.193.775,26 0,00
9.285.987,05 0,00
1.373.999,70 1.061.420,92
8.524.165,08 0,00
349.562,33 0,00
2.548.655,34 0,00
199.526.791,98 790.570.669,67
2.958.574,43 0,00
2.958.574,43 0,00

Telecom Italia Finance
Société Anonyme
Audited Annual Accounts as al December 31, 2011 p 17 of 50



Note 10 — Other debtors becoming due and payable after more than one year

December 31, 2011 December 31, 2010

EUR EUR
Receivables from Lehman Brothers
Special Financing Inc. [*] 10.382.070,07 10.053.405,53
Positive exchange evaluation of long
term currency swaps 68.715.910,12 0,00
Other receivables 38.300,83 42.652,71
79.136.281,02 10.096.058,24

[*] It 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.
During the 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.

In accordance with market evaluations, the credit is registered at its recoverable value of
38,67% (USD 13.433.360,47) of the initial value. The credit in hands is supported by the
guarantee from Lehman Brothers Holding Inc. in Liquidation.

Note 11 — Investments

This item refers to the accrued value of the securities and can be detailed as follows:

December 31, 2011 December 31, 2010

EUR EUR

Notes issued by Parent Company [*] 2.595.210.040,98 1.857.148.602,74
2.595.210.040,98 1.857.148.602,74

Notes from other issuers 153.843.043,36 148.557.211,07
Euro Commercial Papers 219.630.700,15 214.664.516,61
373.473.743,51 363.221.727,68

[*] Current portion of notes issued by Parent Company expiring on June 26, 2012 (see note 8).

Telecom Jtalia Finance
Société Anonyme
Audited Annual Accounts as at December 31, 2011 p. 18 of 50



Note 12 — Cash at bank and in hand

Cash in hand
Bank current accounts

Bank term deposit accounts
Cash and cash equivalent as shown in
Cash Flow Statement

Accruals on bank term deposits

Note 13 - Subscribed capital

December 31, 2011 December 31, 2010
EUR EUR
98,34 130,85

1.542.599,90
2.981.181.075,31

2,982.723.773,55
3.410.136,77
2.986.133.910,32

3.296.126,02
1.051.155.961,05

1.054.452.217,92
1.027.240,26
1.055.479.458,18

As of December 31, 2011 and December 31, 2010, 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, 2011 and December 31, 2010 the shareholders of the Company are:

Telecom lItalia S.p.A.
Mr Adriano Trapletti

Telecom Italia Finance
Société Anonyme
Audiied Annual Accounts as al December 31, 2011

December 31, 2011

December 31, 2010

# of shares held # of shares held
55.428.450 55.428.449

- 1

55.428.450 55.428.450
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Note 14 — Reserves

Reserves are split as follows:

Legal reserve
Other reserves

Reserves unavailable for

distribution

Other distributable reserves
Total other reserves

December 31, 2011 December 31, 2010
EUR EUR
11.163.715,87 4,812.715,87

394.805.662,41
470.964.149,72
865.769.812,13

394.805.662,41
470.964.145,72
865.769.812,13

The Company is required to allocate a minimum of 5% of its annual net income to a legal
reserve, until this reverse equals 10% of the subscribed share capital. This reserve may not be
distributed. Legal reserve has been set aside for an amount of EUR 1.584.401,26 by
shareholders meeting as of April 4, 2008, increased by an amount of EUR 3.228.314,61 by
shareholders meeting of April 28, 2010 and increased by an amount of EUR 6.351.000,00 by
shareholders meeting of April 11, 2011.

Legal reserve
EUR

Other reserves
EUR

Profit brought
forward

EUR

Profit for financial
year
EUR

B_al_a_n(_:e_:_ asat31.12.10

Movements of the year
Allocation of prior
year’s profit
Profit for the year

4.812.71587

6.351.000,00
0,00
6.351.000,00

865.769.812,13

0,00
0,00
0,00

Total movements

] Balar[ce as at 31.12.11

Telecom ltalia Firance
Société Anonyme

11.163.715,87

Audited Annual Accounts as al December 31, 2011

865.769.812,13

61337.977,52

120.662.636,45
0,00

120.662.636,45

pLEZnn o i

127.013.636,45

-127.013.636,45
69.919.778,31
-57.093.858,14

_b Bl
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Note 15 — Non convertible notes

i) becoming due and poyable after less than one year

Nominal value: EUR 2.000.000.000,00

Expired April 20, 2011
Fixed rate: 7,500%

Nominal value: EUR: 107.715.000,00

Expiring March 14, 2012

Floater rate: Euribor 3m + 1,300%
Nominal value: EUR 1.000.000.000,00

Expiring April 24, 2012
Fixed rate: 7,250%
Prepaid income on notes
(issue premiums)
Current portion

Prepaid charges on notes
(issue discounts)

Current portion

Accrued interest on notes

Telecom ltalia Finance
Sociélé Anonyme

Audiled Annual Accounts as at December 31, 2011

December 31, 2011 December 31, 2010
EUR EUR

0,00 1.883.885.000,00

Classifred in

107.715.000,00 long term portion

812.545.000,00

890.298,52

- 907.494,40
164.205.094,74
1.084.447.898,86

Classifred i
fong term portion

2.219.231,10

- 1.499.119,28
278.584.690,67
2.163.189.802,49
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i) becoming due and payable after more than one year

Nominal value: Eur: 107.715.000,00

Expiring March 14, 2012
Floater rate: Euribor 3m + 1,300%

'Nominal value: Eur 1.000.000.000,00

Expiring April 24, 2012

Fixed rate: 7,250%

Nominal value: Eur 850.000.000,00
Expiring January 24, 2013

Fixed rate: 6,875%

Nominal value: Jpy 20.000.000.000
Expiring May 14, 2032{*]

Fixed rate: 3,550%

Nominal value: Eur 800.000.000,00
Expiring January 24, 2033

Fixed rate: 7,750%

Nominal value; Eur 250.000.000,00
Expiring January 24, 2033

Fixed rate: 7,750%

Prepaid income on notes

(issue premiums)

Long term portion

Prepaid charges on notes

(issue discounts)

Long term portion

Closs.fred i

short term v iosh

Classifed i
short term portron

758.716.000,00

199.600.798,40

765.000.000,00

250.000.000,00

5.733.543,71

- 5.587.354,96
1.973.462.987,15

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

6.623.842,23

- 6.494.849,37
3.156.921.305,33

[*] Differences between December 31, 2011 and December 31, 2010 are due to exchange rate impact. The
Note has embedded an option allowing the repayment of the total notional amount of the debt each year

starting from 2012 to maturity. The Company sold to a bank the reverse option.

Note 16 — Amounts owed to credit institutions

a) becoming due and payable after less than one year

Payables to banks
Accrued interest

Prepaid charges on notes
(issue discounts)

Current portion

Telecom Italia Finance
Société Anonyme
Audited Annual Accounts as at December 31, 2011

December 31, 2011 December 31, 2010
EUR EUR
274.832.684,77 27.420,92
9.548.696,99 7.511.821,48

- 385.843,37 -384.789,16

283.995.538,39

7.154.453,24
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b) becoming due and payable after more than one year

Nominal value: Eur 250.000.000,00
Expiring August 7, 2013

Fixed rate: 6,25%

Nominal value: Jpy 20.000.000.000
Expiring October 29, 2029[*]

Fixed rate: 5,45%

Prepaid charges on notes

(issue discounts}

Long term portion

December 31, 2011 December 31, 2010
EUR EUR
250.000.000,00 250.000.000,00
199.600.798,40 184.077.312,47
-229.819,30 -615.662,66
449.370.979,10 433.461.649,81

[*) Differences between December 31, 2011 and December 31, 2010 are due to exchange rate impact.

Telecom Italia Finance
Société Anonyme
Audiled Annual Accounis as al December 31, 2011
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Note 17 — Amounts owed to affiliated undertakings

This item refers to the deposit agreements within one year granted to group companies
(included accrued interests thereon), to accruals on interest rate swaps with Parent Company

and currency swaps with group companies.

a) becoming due and payable after less than one year

December 31, 2011 December 31, 2010
EUR EUR
ICH - International Comm. Holding NV 0,00 249.122.828,85
Tl Sparkle Luxembourg S.A. 0,00 48.226.361,92
TI Deutschland Holding Gmbh 6.774.197,78 6.583.765,87
Tl International NV 2.385.376.934,17 2.096.093.725,53
Tl United Kingdom 0,00 7.815.181,27
ETI Tl International 0,00 71.648.139,53
Mediterranean Nautilus Israel Ltd 12.694.462,00 17.230.789,47
Olivetti Holding BV 2.435.870,72 2.418.268,55
Olivetti Engineering 446.674,61 1.560.214,69
Telecom Italia Finance Ireland Ltd [*] 67.986.976,89 67.980.413,08
Mediterranean Nautilus Greece 16.029,92 0,00
Latin American Nautilus Ltd 29.762.650,25 0,00
Telecom ltalia S.p.A. 933.564,96 38.537.256,39
Others 52,18 2.965,77
Interest rate swaps with Parent
Company 38.967.502,09 0,00
Interest rate swaps with group
companies 7.830.573,71 0,00
Currency and interest rate swaps with
Parent Company 551.382,67 0,00
2.553.776.871,95 2.607.219.910,92
b) becoming due and payable after more than one year
December 31, 2011 December 31, 2010
EUR EUR
Telecom lItalia Finance Ireland Ltd [**] 1.292.000.000,00 1.292.000.000,00
Currency and interest rate swaps with
group companies 15.214.313,80 0,00
Currency and interest rate swaps with
Parent Company 53.501.596,30 0,00
449.370.979,10 433.461.649,81

[*] The amount includes, among others, a Promissory Note 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.

Teiecom Italia Finance
Société Anonyme
Audited Annual Accounts as at December 31, 2011
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Note 18 — Value adjustments and fair value adjustments on financial fixed assets

Adjustments on shares in undertakings
Telecom ltalia S.p.A.
Telecom Italia Media S.p.A.
Italtel Group S.p.A.
Locationet System Ltd
Infomaster S.p.A.
Total value adjustments on shares
Value adjustments on Investment Funds

December 31, 2011 December 31, 2010
EUR EUR
10.579.277,34 811.403,63
1.130.546,80 5.793.150,66
34.997.013,48 0,00
28.627,76 811.555,91
50.419,92 135.391,28
46.785.885,30 7.555.501,48
4.265.510,15 3.316.104,55

51.051.395,45

10.871.606,43

Note 19 — Value adjustments and fair value adjustments on financial current assets. Loss on disposal of

transferable securities

Value adjustments on securities
Losses on securities disposal

Losses on own securities bought back
Losses on investment funds

Note 20 - Interest payable and similar charges

a) concerning affiliated undertakings

Guarantee fee due to Parent Company
Charges on interest rate swaps

with Parent Company

Charges on swap currency

with other group companies

interest due to group companies

Telecom ltalia Finance
Société Anonyme
Audited Annual Accounts as al December 31, 2011

December 31, 2011 December 31, 2010
EUR EUR

5.958.484,40 3.156.006,56
2.026.288,83 855.889,62
15.340.214,72 6.878.404,00
1.033,37 0,00
23.326.021,32 10.890.300,18
December 31, 2011 December 31, 2010
EUR EUR

933.564,96 1.222.094,67

41.803.882,45

50.594.268,43
29.767.164,08
123.098.879,92

43.056.861,11

7.724.125,00
25.114.882,02
77.117.962,80
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b) other interest payable and similar charges

Interest and charges vs. banks
Interest and charges on debentures
Charges on interest rate swaps
Charges on currency swaps

Losses on exchange rates

Other financial charges and
commissions

Note 21 — Tax on profit or loss

Withholding tax on dividend received
Withholding tax on dividend related to
previous years dividends cashed-in

December 31, 2011 December 31, 2010
EUR EUR
25.255.932,62 23.620.229,36
246.346.597,35 364.494.595,94
302.982.309,90 12.402.,520,08
1.691.342,70 1.228.733,09
97.300.797,30 97.824.651,83
600.227,64 416.251,71
674.177.207,51 499.986.982,01
Decernber 31, 2011 December 31, 2010
EUR EUR

177.050,34 107.871,45

0,00 1.280.440,93

177.050,34 1.388.312,38

Note 22 — Other taxes not included in the previous caption

The item include payments for the Net Wealth Tax.

Telecom Italia Finance
Sociéte Anonyme

Audiled Annual Accounts as al Decernber 31, 2011
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Note 23 — income from financial fixed assets

a) derived from affiliated undertakings

December 31, 2011 December 31, 2010
EUR EUR
Dividend received from Parent
Company 7.223.573,63 6.227.218,65
Interest on long term loans to Parent
Company 105.003.113,11 109.269.977,30
Interest on long term loans to other
group companies 428.423,62 226.747,43
116.655.110,36 115,723.943,38

b) other income from participating interests

December 31, 2011 December 31, 2010

EUR EUR

Value adjustment on receivables 0,00 3.114.917,36
Dividend received from Investment

Funds 0,00 29.000,00

0,00 3.143.917,36

Note 24 — Income from financial current assets

a) derived from affiliated undertakings

December 31, 2011

December 31, 2010

EUR EUR

Gain on expired securities issued
by Parent Company 3.474.000,00 0,00
3.474.000,00 0,00

a) other income

December 31, 2011 December 31, 2010
EUR EUR

Reversal of value adjustments on
securities 36.020,84 551.861,67
Gain on securities disposal 157.141,24 812.021,57
Gain on own securities bought back 0,00 540.000,00
Gain on SICAV disposal 0,00 584.932,06
193.162,08 2.488.815,30

Telecom Italia Finance
Société Anonyme
Audited Annual Accounts as at December 31, 2011
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Note 25 — Other interest and other financial income

a) derived from affiliated undertakings

Interest on securities issued

by Parent Company

Interest and commissions on
receivables from Parent Company
Interest and commissions on
receivables from group companies.
Income on currency and interest rate
swaps with Parent Company
Income on currency and interest
Rate swaps with group companies
Income on currency swaps

with group companies

Interest on own securities bought back

December 31, 2011 December 31, 2010
EUR EUR
1280.774.938,24  396.187.500,00
10.596.663,73 51.867.946,34

239.722.562,86

6.698.333,88

46.119.145,16

100.386.316,33

0,00

_.1.670.366,74
-103.727,76

1.136.403,58
937.460,01

637.682.203,87

b) other interest receivable and similar income

December 31, 2011
EUR

502.946.788,97

December 31, 2010
EUR

Interest on other securities_

9.391.336,89

4.191.942,87

Interest on banks

14.941.008,79

Income on currency and interest rate
_swaps with banks

69.142.490,11

-2.007542,31

PG S

Income on currency swaps with banks -1.037.565,09 28.065,53
Income on other derivatives 563.594,47 563.594,48
Gain on exchange rates 90.707.182,21 97.495.359,77

185.783.177,56 112.784.060,66

Note 26 — Warranties

All issued notes, derivative instruments, hedging interest and exchange risks and debts
towards other financial institutions are guaranteed by the Parent Company.

Telecom Nalia Finance
Société Anonyme
Audited Annual Accounts as al December 31, 2011
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Note 27 — Off balance sheet commitments

The table here below reports the sum of the notional amount for derivative agreements
entered by the Company.

December 31, 2011 December 31, 2010

EUR EUR
Currency swaps 247.514.504,95 76.090.658,44
IRS on liabilities 399.201.596,81 618.154.624,94
IRS on assets 3.622.576.736,94 1.000.000.000,00
CCIRS on Assets 1.087.145.628,00 0,00
Options 199.600.79840  184.077.312,47

5.556.039.265,10 1.878.322.595,85

The table here below reports the net sum of the mark to market value of the above reported
derivative agreements.

December 31, 2011 December 31, 2010

EUR EUR

Currency swaps -1.227.159,46 186.961,55
IRS on liabilities 37.557.812,94 19.180.382,84
IRS on assets -2.413.800,62 -11.850.402,02
Options -31.934.611,48 ~ -25.021.686,74
1.982.241,38 -17.504.744,37

Furthermore, 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, 2011 payments of EUR
23.247.378,04 have been made.

The Company has also the commitment to subscribe up to EUR 2.400.000,00 in the investment
fund Golden Mouse. As of December 31, 2011 payments of EUR 2.399.814,83 have been
made.

Note 28 — Tax situation

The Company is subject to the fiscal law in force in Luxembourg applicable to all commercial
companies.
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Note 29 - 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.

According to the Board evaluation, none of its subsidiaries have a material interest for the
purposes of art 319 {paragraph 3) of the Law of August 10, 1915 on commercial companies.
Hence the Company is exempted under article 317 of the aforesaid law from establishing
consolidated accounts and a consolidated management report for the period ended December
31, 2011.

Note 30 - Directors remuneration

The Directors have not been remunerated in their capacity as Director during 2011.

Note 31 - Staff

As of December 31, 2011 the company had 8 employees on its payroll (December 31, 2010 -
8). The average of employees during the fiscal year has been of 8,75 persons (2010 — 8,67).

Note 32 - Litigation

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

Note 33 - Auditor’s fees

During fiscal year 2011 a total of EUR 48.940,00 {2010 — EUR 28.300,00) has been paid to
PricewaterhouseCoopers s.ar.l., for audit activity (EUR 32.940,00) and audit related services
(EUR 16.000,00). No other amount has been paid by the Company to the Auditor or other
Group Companies within the PricewaterhouseCoopers network.
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Note 34 — Other information

The exchange rates used to translate the financial statements of foreign operations are
summarized in the table here below.

December 31, 2011 December 31, 2010

Local currency against 1 EUR

BRL (Brazilian real) 2,28930 2,22638
CHF {Swiss franc) 1,21560 1,25040
GBP (Pound sterling) 0,83530 0,86075
HUF { Hungarian forint) 314,58000 277,95000
JPY (Japan Yen) 100,20000 108,65000
RON {Romanian leuw) 4,32330 4,26200
UsSD (U.S. dollar) 1,29390 1,33620
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Note 35 — Adjustment on the comparison period

According to the Grand Duchy Law of the December 10, 2010 modifying the G.D. Law of the December 19,
2002 and in the respect of the G.D. Law of the June 22, 2009 introducing the standard Chart of Accounts of

Luxembourg, the Company has drawn the Balance Sheet and the Profit and Loss as at December 31, 2010
under the new layout.

In the following pages you can find the details concerning the reclassification made-up for the comparison
period.
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Balance Sheets as at December 31, 2010

TELECQM ITALLA FINANCE S A

WECOMNCELLATION RETWEEN THE RALANCE SHEET TTEMS APPROV ED AS AT DECEMBER 31, 1010 AND THCSE SHOWED ACCORDINGLY WITH THE LAW OF DECEMRER 10, 2010

BALANCE SHEET APPROVED AS AT DECEMBEN 11, 1010

B I orporw lan 4 1p roas 0,00

€ Noncurme i amels 7.192.558.512,7%
I Tangitle sssets

2 Plant and machinury 311.533.11

1. Other Axtures and Athing 1ools ynd equipments 10 721,84

4l Nos curtent Anancial aanets

1 Securities with Telecom Italla § p A (Parent company) 3.9040 DOA.00C,00
TN bles bom gr 1735234507, 71
3 Equity Investments 1.195.041 523,72
5 other Ihunequity 151.785 640 63
5 Qther recalvable 10 053 405,53
D. Curian? Amaty 3. AT 0ET.106,59

1 Financial racervables
R bles fram group

a)racavable within 1 yesr 725 364.684 65
4 Dther raceivabies
a)recatvable within 1 year §75 372,70

NI Secusitiea In currant mssets

1 Farit in proup companies 1 64 526 000,00

31 Dher yasurilleg 3160 40 57,31

¥ Cavh and cunh aqurvalent 1054452 217,92

E. Propatyrna nta and acerusd InKoma I0T.AL0 141,85
TOTAL ASSETS 11247 405.991,1%

RALANCESHEET AFPROVED AS AT DECEMBER 31, 2010

A Cophiad and remrves 1.601.024.002,97
1 Subscribad share capital 542 090 241.00
IV Resatves
1. Lagal reasrve 4811 115.a7
A, Othar renervea B65.769 112.13
¥ Profitbrought keward 61 137 977,52
V1 Result of tha peiod 127013 636.45
L8 ol ch 12.101.401,01
2 Froviaien or thxdlion 351 000,00
3 Ouhar proviskons 11 450.402,02
€ Creditons $319.3539.801,33
1 Notes
b) Non commruble noles
s}payable within 1 year 1 383 385 000,00
bl paysbie bayond 1 yesr 1156 792 31247
2 Fayables 1o banks (snd Bnancinl INKTICULONS )
a)payable within 1 yuae 2742091
bjpayable beyond 1 year 434 O77.317 47
4 Trade snd services payablen
&) payabla within 1 year 144 B30.76
& Payables 1o musoclated companies
a)payable within 1 year 2 567431 360,42
b) payable bayond 1yesr 1152 00D 000 00
1 Taa payables and socinl secunty contnbutions
») payable within 1 ywar 2T 414,52

9 Othar paysbler

s)payable within ] year 455 178.09
bj payable bayond 1 year 4,559 171,32
D. Ac¢runls and delerred incoma 197.485.241,50
TATAL LLABMLITIES 11.250.080.023,47
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ASSETS- BIR
&

7.047.084,08

~10,0%) 405,53

12.530.31
32.531.31

-1 369 388 563,70

-1334 730 992,24

1764 127.546,08
-10 053.404,53

301.213.829,3%
65.205 981.01

11004076 1
10 0% 05524

210 612 602,74
317287037
1027.240.26

-307.141.903,3%

.8%4 210,47

~351,000,00
-351 000 00

316.004,893,17
279 304 802,49
118 99235

T12702.52
515.662,56

39 THA.550.50
345 08009
27 414,53
2212576

-297.413 151,02

20,320.741,25

RALANCE SHEET [N NEW LAYOUT

B. Fermation axpynass

C Flvad ety
1) Tangible sxsnls

3 Dthee Axkures and Aliings, tooks and equipment

1l Finaneisd assets
1 Shards (nafBliated undertaking
2 toans loaffinted underiakings
3. Shara Ln undarinkingy with which the company s linked.
bry viriue af participating Interests
S Ireesimenis bedd ma Qxad n1uate

D. Currunt smmty
W Debton
2. Amounts owed by sfilintedundertakinpy
s}batoming dua and payabie after less than one year
A COther tablon
a] becoming dus and payable afer less than one pear
b) becoming due and payable s her more than one year

N Invastmants

1 Shares in aMliated underak angd o with
which e company Is linked by viriue of participsling
Interesls

1 Other inveatments

P Caghyt bank and in hand

E Prapepments snd serued Incoma

TOTAL ASSETS

RALANCE SHEET LN NEW LAY OUT

A, Capitel and rvm rvey
1. Subacnbed capital
IV Manervan
I Legalresarve
4 Cnbat tarves
V. Profit or loss brought fores rd
¥1 Rasult for the financial year

€ Provizon

1 Othar peovtikens

D Mot Subordinsted dabls
1 Debanture loans
b) Hon convarilble hotes
I batooung due and payable afer lesa Lhan one year
1i] becaming due and paynble afer mora than one year
2 vwed to cradil
») becoming due and paynble sfar lass than one year
b} betsming dut snd payably aler more then one yenr
4 Trade erediton
&) becoming due and paysble afier less than one year
& Amounis owed 1o afiliated undartakingy
e} bacaming due ard payabie afar lzss than ong year
b bacaming due snd payable sher more than one year
il Taxand soctal sgcurily
2)Tan
b) Social pacurity
9 Othat creditorn
albecomingdue und payabia sfer fann 1banone yass
b)becoming dut und payable sher more than one year

E. Accruah and de b rredincome

TOTAL LIAREIMES

m

Ml

(1]
]

L]

i)
o)

0
[

]

[nu]
[eis]

()
fre)

[rovii]
]

(LTS

7 CA7.044.05

T AN1.005.107,22
43.25515

1510 611.436.30

1785934.607.72

302 541,34
IS INETL

4.083.200. 965,95

780 270 642 67

10764 £49.44
10 096 O5B.24

1657 140.600,74
353 221 TiY éB

1055479 455,10
138.433,50

11.170.411.570,72

1.§02.074.302,97
547 090 141.00

4.812 715.07
855 769 112,13
6133797752
127.013.636,45

11.450.402,00

11 §50 402,02
9.665.404 654,15
1163.189.00] 49

3156921205 33

7 154.453 74
4313 461 64991

144 §30.76

2.607 119 510,52
1.242 000 D00.0G

373 30342
27.414.53

431 052.33
4559 173,32

51.000.38

11.271.411.570,72
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Profit and Loss for the year ended December 31, 2010

TELECCMW ITALLA FINANCE S.A.
RECOMCILIATION BRETWEEM THE BALANCE SHEET [TEMS APPROV ED AS AT DECEMRER 11, 3010 AMD THOSE SHOWED ACCORDINGLY WITH THE LAW OF DECEMBER 10, 2010

A, EXPENIES - FUR
PROFIT AND LOSS APPROVED AS AT Cacwrskmr 31, 2010 & PROFIT AND LOSS IN NEW LAY OUT
1. Nat chamge in work In progrem, mmifinkhed and Andihe d goods 0,00 10.421,74 1. Rew maje riaby ond cormmables [ux]
2.s}Acquisition ol goods md s evices 0,00 1.341.911,12 2. Other xdamal changas (xx1)
3. Surff couts 7T0.ME26 0,00 3.5usfcants
2)Wages and snlaries ETd Ad4AQ 5 ) Wapres and salaries
by Secinl sezunty contributions 101 901,45 -1 %419 b) Searsl 1acurity coats
10 254,19 c]5ocial yesurity coste ralating lo penskang i)
d) Dbt aocias] security coats
48] Valus sdjucments In respect of tangible and intangikle amets 351,72 LESATIAS 4. Value sdjusiments
u}on formation expanies shd on tangible snd iIntenpbie Axed ssrets
5. Othat Dpereting & sy e 4.257.026,31 -3.951.211,05 5. Other opursting chargat
5. Valoa ndj wd Il yehus e Erancis! flmed
§. Value sdiuzirsants in resprct of Anevlal dmiets 14.027.812,09 A.156.006,55 nmaty [eaing]
7. Velue sdfustmanti snd i valie adjustmants on Bnarcial curmam
10.800.300,18 wmmytx, Lows on dixpomal of transbe rable s writ s [rxtv)
7. Intaret and siroilar a3pe ok 579.324.175,01 -1,117.964,98 B. bvigruxt prpable aod similar charges
&) concaming proug companies 02 $45 697,60 5 M7 73408 a)tonceming s Minted undertakings [ocv]
b otherinterast A chargan 436 350478.2) 1.728 769.90 blother intarast paynble snd similee churges [e=wt]
10. Extrwsroinary & xp-smmr 7.784.293,82 i7.731.425,43 9. Entrsordimry charges
12. OAhar taxm s mon roa rdionad Inthe peints sbove 632753008 4939 514,50 10. Tz on profit o lom.
4,939 524,50 11. Shar tawa net it udad in the praviouws csption
13. Mt bt bor the pariod 137.012.629,43 0,00 12. Froft or the finemcial you
TOTAL EXP{MSES TH0.545 608,15 -1.219,331,10 TOTAL CHARGES

TELECTIW TTALLA FINAMCE S A
RECCMCILIATION BETWEEN THE RALANCE SHEET ITEM S AFPROVIED AS AT DECEMBER 31, 2010 AND THOAE SHOWED ACCORDINGLY WTTH THE LAW OF DECEMRER 10, 2010

B, INCOMIE - BN
PROFIT AND LOSS APPROVED AS AT Decambm r 31, 2010 a PROFTT AND LOSS |¥ MEW LAY OUT

4. Dthar oparsting Incomers. 101.055,60 0,00 1. Natiumdvar
5. incare fem Equity Invediments $.2717.214,65 «&.237.218,65

a]from group tompankes §227 218,65 £.127.218.65
§. incoma from othar eecurithan 403.834.710,18 -284.966.857,44 5. o o Beencial ead st

2] from proup companses 3195.197 S00.00 280 453 556,52 a)dertved kom aMlinted undertabings [orin]

bl athar Income TEAT 214,18 -1.303.300.02 blother Incema rom pariipalinginterasts [romvin)
T. Cthwr hris rwst and similar Income 119.244 513,04 326 . 756,004, 54 7. Incama kom Soan il cuorrart wmats

) rom group compania 218895 YEB51 -218 895 700,51 2] durivad Fom sflistad underiakings

bjcthar Inlerest snd sumilar incaie 11034907143 -107.850.716,13 bl ¢thar income ]

G15.730.549,63 4. Othur Inte el arad other Enencial Intome

$02 M6 744,97 a]durivad trom afBUsted underiakings [oxx}
112 714 080,66 bl other inlerant racetvable nnd similar mcome [ 3]
9. Extraoedinary Incama TIATL, 70 0,00 3, Elirsondinary [ncarme
10. Mt lom for the paricd 0,00 0,00 12. Lows for the Ermncial year
TOTAL INCOME 719,585 686,15 -2219.231,10 TOTAL INCOME
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10.411,7%
134101112
T76.344,18
FTAAA4AD
13 D47 67
10 E5419
0.00

1.323.490.60
1523 491.60

403.615.27
10.871.606,43

10,490.300,18
575.204.210,93
T7T117 %280
A5G 244 13
168,11
1350213,

4938324,50

117.013.636,45

TIT.A68.435,05

201.058,68

110,867 460,74
115 723 342,18
314391726
1,480515,30
0.00

2408 915,30
$15.730.84%.53
501.948.708.97
112.784 060 68
T1472,70

TIT. 366 455,05
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Details of reclassifications

In the following pages we explain the reclassifications carried out in the audited accounts in order to meet
the new requirements, showing for each item the line used in the Audited Balance Sheet as at December
31, 2010 and, where applicable, the related note and the description used in it.

[i] — Formation expenses

The item includes Other Similar Charges the Company paid for bond issuances.

Line in previous schemes Note Amount
Assets
E. Prepayments and accrued income [8]1  Prepaid charges and 7.087.064,05
expenses on notes
{Issue discounts and
other similar charges}
7.087.064,05

[ii] — Other fixtures and fittings, tools and equipment

The adoption of the National Chart of Accounts led to

owned by the Company.

expose together the tangible assets

Line in previous schemes Note Amount
Assets
C. Non current assets
Il. Tangible assets
2. Plant and machinery 3] 32.533,31
3. Other fixtures and fittings, tools and (3] 10.721,84
equipment
43,255,15
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[iii] — Shares in affiliated undertakings

The item includes the significant holdings in associated of the Company, specifically:
shareholding in Telecom Italia S.p.A., Telecom ltalia Media S.p.A., Telecom Italia Finance
Ireland Ltd, Olivetti Holding BV, Italtel Group S.p.A. and Movenda S.p.A..

Line in previous schemes Note Amount

Assets
C. Non current assets
Ill. Non current financial assets

3. Equity investments [5]  TIFinance Ireland 1.395.041.523,72
Ltd, Italtel Group
SpA, Olivetti Holding
BV, Movenda SpA

5. Securities other than equity [5]  Telecom Italia SpA, TI 135.569.912,58

investments Media SpA

1.530.611.436,30

[iv] — Shares in affiliated undertaking with which the company is linked by virtues of participating
interests

The item includes holdings in other companies, specifically: Consclidated IP Holdings Inc.,
Infomaster 5.p.A., Locationet System Ltd., Piedmont Int. SA and Docunet Inc..

Line in previous schemes Note Amount

Assets
C. Non current assets
I1I. Non current financial assets

3. Equity investments [S1  Piedmont Int. SA 0,00
5. Securities other than equity [5]1  Docunetlnc, 302.541,34
investments Infomaster SpA,

Locationet System
Ltd, Consolidated [P
Holdings Inc

302.541,34
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[v] = Investments held as fixed assets

The item includes the Securities held and issued by the Parent Company and other
investments held in Funds.

Line in previous schemes Note Amount

Assets
C. Non current assets
1l. Non current financial assets

1. Securities with Telecom Italia S.p.A. 3.500.000.000,00
5. Securities other than equity [S]  Fondo Clessidra 15.913.186,71
investments Capital Partners, The

Golden Mouse
Partnership, Accel
Internet/Strategic
Technology Fund LP,
Net Launch Ventures
LP

3.915.913.186,71

{vi] — Amounts owed by affiliated undertakings becoming due and payable after less than one year

The item refers to loans receivable within one year granted to group companies and the
related accruals.

Line in previous schemes Note Amaunt

Assets
C. Current assets
Il. Financial receivables
2. Receivables from group companies
a) receivable within 1 year 7] 725.364.688,66

E. Prepayments and accrued income (9]  Accrued Interest and 65.114.112,80
commissions on loans
to the Parent
Company
[9] Accrued interest and 91.868,21
commissions on loans
to related companies

790.570.669,67
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[vii] — Other debtors becoming due and payable after less than one year

The item includes the positive exchange rate evaluation on currency swaps and the accrued
interest on other financial operations.

Line in previous schemes Note Amount

Assets
C. Current assets
. Financial receivables
4. Other receivables

a) receivable within 1 year 632.720,33
E. Prepayments and accrued income [9]1  Accrued interest on 11.131.729,11
other financial
operations
11.764.449,44

[viii] — Other debtors becoming due and payable after more than one year

This item includes the estimated recovery value of the credit registered vs. Lehman Brothers
Special Financing Inc. in Liquidation.

Line in previous schemes Note Amount

Assets
C. Non current assets
Ill. Non current financial assets
6. Other receivable 16] 10.053.405,53
D. Current assets
II. Financial receivables
4. Other receivable
a) receivable within 1 year 42.652,71

10.096.058,24
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{ix] - Shares in affiliated undertaking and in undertakings with which the company is linked by virtues of
participating interests

The item includes the held securities issued by Parent Company with a residual life within one
year.

Line in previous schemes Note Amount

Assets
D. Current assets
Ill. Securities in current assets

1.Parts in group companies 1.646.526.000,00
E. Prepayments and accrued income [91  Accrued Interest on 210.622.602,74
retated companies
securities

1.857.148.602,74

[x] — Other investments

The item includes other securities held with a residual life within one year.

Line In previous schemes Nate Amount

Assets
D. Current assets
lIl. Securities in current assets

3. Other securities (8]  Notes 145.630.035,57
i8] Euro Commercial 214.418.821,74
Papers
E. Prepayments and accrued income [9)  Accrued interest on 3.172.870,37

other securities

363.221.727,68

[xi] - Cash at bank and in hand

The item includes cash in hand, current accounts, bank deposits and accruals on bank deposits.

Line in previous schemes Note Amount
Assets
D. Current assets
IV. Cash and cash equivalent 1.054.452.217,92
E. Prepayments and accrued income (9] Accruedinterest on 1.027.240,26
bank deposits
1.055.479.458,18
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[xii] — Non convertible notes becoming due and payable after less than one year

The item includes notes issued by the Company that have a residual life within one year,
together with all the accruals on notes and the current portion of issue discounts and issue

premiums.,

Line in previous schemes Note Amount
Assets
E. Prepayments and accrued income [81  Prepaid charges and -1.499.119,28
costs on notes (issue
discounts and other
similar charges)
Liabilities
C. Creditors
1. Notes
b) non convertible notes
a} payable within 1 year [12] 1.883.885.000,00
D. Accruals and deferred income [14]  Accrued interest on 278.584.690,67
notes
[14]  Prepaid income 2.219.231,10

{Issue premiums})

[xiii] - Non convertible notes becoming due and payable after more than one year

2,163.189.802,49

The item includes the notes issued by the Company that have a residual life beyond one year
and the net amount of medium long term portion of issue premiums and issue discounts.

Line in previous schemes Note Amount
Assets
E. Prepayments and accrued income [S]  Prepaid charges and - 6.494.849,37
costs on notes (issue
discounts and other
similar charges)
Liabilities
C. Creditors
1. Notes
b) non convertible notes
b) payable beyond 1 year [12] 3.156.792.312,47
D. Accruals and deferred income [14]  Prepaid income 6.623.842,23
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[xivl - Amounts owed to credit institutions becoming due and payable after less than one year

The item includes the payables to banks in short term and the accruals on the liabilities to

banks payable beyond one year.

Line in previous schemes Note Amount
Assets
E. Prepayments and accrued income [9]  Prepaid charges and - 384.789,16
costs on notes {issue
discounts and other
similar charges)
Liabilities
C. Creditors
2. Payables to banks {and financial
institutions)
a) payable within one year 27.420,92
D. Accruals and deferred income [14]  Accrued interest on 7.511.821,48

payables to banks

7.154.453,24

[xv] — Amounts owed to credit institutions becoming due and payable after more than one year

The item includes payable to banks in long term netted by the amount of related issue

discounts.

Line in previous schemes Note Amount
Assets
E. Prepayments and accrued income (91  Prepaid charges and - 615.662,66

Liabilities
C. Creditors
2. Payables to banks (and financial
institutions)
b) payable beyond 1 year
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434.077.312,47

433.461.649,81
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[xvi] - Amounts owed to affiliated undertakings becoming due and payable after less than one year

The item includes amounts owed to affiliated group companies and the related accruals.

Line in previous schemes Note

Amount

Liabilities
C. Creditors
6. Payables to associated companies

a) payable within one year (13]
D. Accruals and deferred income [14]  Accrued interest on
payables to group
companies

{14]  Accrued Interest on
other financial

2.567.431.360,42
2.473.388,78

37.315.161,72

operations
2.607.219.910,92
[xvii] — Tax
The item includes amounts provisioned and owed for VAT.
Line in previous schemes Note Amount
Liabilities
B. Provisions for liabilities and charges
2. Provision for taxation 351.000,00
C. Creditors
9. Other payables
a) payable within one year 22.303,42
373.303,42
[xviii] - Social security
The item includes amounts owed to the Social Security office.
Line in previous schemes Note Amount
Liabilities
C. Creditors
8. Tax payables and social security
contributions
a} payable within one year 27.414,53
27.414,53
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[xix] — Other creditors becoming due and payable after less than one year

The item includes exchange evaluation of currency swaps, the related accruals and other

operative payables.

Line in previous schemes Note Amount
Liabilities
C. Creditors
9. Other payables
a) payable within one year 432.874,67
D. Accruals and deferred income [14]  Accrued interestIn 177,66
other financial
operations
433.052,33
[xx] — Raw materials and consumables
The item includes the charges for consumable materials acquisition.
Line in previous schemes Note Amount
Expenses
5. Other operating expenses 10.421,74
10.421,74
[xxi] — Other external charges
Line in previous schemes Note Amount
Expenses
5. Other operating expenses 3.941.921,12
3.941.921,12
[xxii] - Social security costs relating to pensions
The item includes all the other operating charges not mentioned in previous figures.
Line in previous schemes Note Amount
Expenses
5. Other operating expenses 18.854,19
18.854,19
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[xxiii] — Value adjustment and fair value adjustment on financial fixed assets

The item includes the negative adjustment recorded on shares in affiliated undertakings and
on shares in undertakings with which the company is linked by virtue of participation interests.

[xxiv] — Value adjustments and fair value adjustments on financial current assets. Loss on disposal of
transferable securities

The item includes minus and adjustment to market value recorded on bonds portfolio.

Line in previous schemes Note Amount
Expenses
6. Value adjustment in respect of financial [15]  Value adjustment on 3.156.006,56
assets other securities
10. Exceptional expenses [17]  Losses on disposal of 7.734.293,62
securities

10.890.300,18

[xxv] — Interest payable and similar charges concerning affiliated undertakings

The item includes negative interest paid and accrued on amounts owed to group companies.
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[xxvi] — Interest payable and similar charges - other interest payable and similar charges

The item includes negative interest paid and accrued on amounts owed to third parties {for
interest rate swaps, bond and payables to banks), commissions, losses on exchange rates and
net impact of issue discounts and issue premiums and other similar charges.

Line in previous schemes Note Amount
Expenses
7. Interest and similar expenses
a) concerning group companies [16]  Losses onexchange 5.847.734,88
rates
b) other interest and charges [16]  Interest and charges 23.936.535,82
vs bank
[16}  Interest and other 364.915.038,41
charges on
debentures
{16]  Interest for derlvative 13.631.253,17
contracts vs third
parties
[16] Losses on exchange 91.976.916,95
rates
Income
7. Other interests and similar income
b) other income (20]  Interest on banks -2.219.231,10
498,088.248,13

[xxvii] — Income from financial fixed assets derived from affiliated undertakings

The item includes positive interest and value adjustment on fixed financial assets related to
group companies.

Line in previous schemes Note Amount
Income
5. Income from equity investments

a) from group companies 6.227.218,65
7. Other interests and similar incomes

b) from group companies [20]  Interest on 109.496.724,73

receivables from
group companies

115.723.943,38
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[xxviii] — Income from financial fixed assets — other income from participating interests

Line in previous schemes Note Amount
Income
6. Income from other securities

b) other income [18]  From other 29.000,00

7. Other interest and similar incomes
b) other interest and similar income

[xxix] — Income from financial current assets - other incomes

Companies = in
Current assets

[19]  Positive adjustment 48.347.404,17
on other receivables

48.376.404,17

The item includes positive interest, plus-value and value adjustment on current assets with

third parties.
Line in previous schemes Note Amount
Income
6. Income from other securities
b} other incomes [12]  From other 2.488.815,30
Companies —in
Current assets
2.488.815,30
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{xxx] — Other interest and other financial income derived from affiliated undertakings

The item includes positive interest on short term financial assets with group companies.

Line in previous schemes Note Amount
Income
6. Income from other securities
a) from group companies [19]  From group 396.187.500,00
companies - in non-
current assets
b) other income (18]  From other 937.460,01
companles - in
current assets
7. Other interest and similar income
a) from group companies [20]  Interest and 58.566.280,22
commissions on
receivables from
group companies
[20] Interest for 47.255.548,74
derivatives entered
with group
companies

502.946.788,97

[xxxi] — Other interest and other financial income — other interest receivable and similar income

The item includes positive interest on short term financial assets with group companies.

Line in previous schemes Note Amount
Income
6. Income from other securities
a) from group companies (19]  From group 4.191.942,87
Companies — In non -
current assets
7. Other interest and similar income
a) from group companies (20]  Gain on exchange 3.577.234,82
rates
b) other income [20]  Interest on banks 5.007.542,31
[20]  Gain on exchange 93.918.124,95
rates
[20)  Interest on 6.089.215,71
derivatives contracts
vs third parties
112.784.060,66
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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 as at and
for the period ended December 31, 2011, together with a description of the principal risks and
uncertainties that the issuer faces.

Adriano Trapletti
Managing Director

NS
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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 2011, the profit and loss account and cash flow statement for the
year then 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 legal 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”

Our 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 about 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
accounts.

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

PricewaterhouseCoopers S.d r.L, 400 Rouie d’Esch, B.P. 1443, L-1014 Luxembourg
T: +352 494848 1, F:+352 494848 2000, www.pwe.lu

Cabinet de réuision agréé. Expert~comptable (autorisation gouvernementale n°00123693)
R.C.S. Luxembourg B 65 477 - Capital social EUR 516 950 - TVA LU17564447



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 2011, and of the results of its operations and its cash
flow for the year 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.a r.l. Luxembourg, 23 March 2012
Represented by
i
Fabrice Goffin
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TELECOM ITALIA FINANCE, Société Anonyme
12, Rue Eugene Ruppert L-2453 LUXEMBOURG
R.C. Luxembourg : B - No. 76.448

Desisions taken during the Annual General Meeting held on April 4, 2012

The shareholders:

a)

b)

vk wnN e

approved the financials as of December 31, 2011, which comprise the balance
sheet, the profit and loss account, the cash flow statement and the explanatory
notes.

approved the proposal of the Board of Directors to allocate the benefit amounting
to EUR 69.919.778,31 as follows:

e EUR 3.495.988,92 to the legal reserve;
e EUR66.423.789,39 to the profit and loss brought forward.

discharged all the Directors (comprising those who resigned during the year) for
their activity till the date of the shareholders meeting.

Took note Ms Petralia and Mr Taranto resignations during the fiscal year 2011 and
fixed in five (5) the number of members of the Board;

Confirmed as Director Ms Gigliola Bonino born in Pinerolo (Italy) on May 5, 1966,
domiciled at Corso Bramante 20, 10134 Torino (ltaly). Ms Bonino shall remain in
place till the annual general shareholders meeting which will take place in 2014.

Board of Directors Members

Mr Andrea Balzarini, domiciled in Milano (Italy), Chairman

Mr Adriano Trapletti, domiciled in Luxembourg, Managing Director
Mr Jacques Loesch, domiciled in Luxembourg, Director

Ms Gigliola Bonino, domiciled in Torino (ltaly), Director

Mr Antonio Sica, domiciled in Luxembourg, Director






