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The Telecom Italia Group
The Business Units

DOMESTIC

The Domestic Business Unit operates as theCORE DOMESTIC
consolidated market leader in the sphere of voice and

data services on fixed and mobile networks for final&#8226

retail customers and other wholesale operators. In the
international field, the Business Unit develops fiber
optic networks for wholesale customers (in Europe, in
the Mediterranean and in South America).

Consumer

&#8226

Business

&#8226

Top

&#8226

National Wholesale

&#8226

Other (Support Structures)

INTERNATIONAL WHOLESALE

Telecom Italia Sparkle Group

&#8226

Telecom Italia Sparkle S.p.A.

&#8226

Lan Med Nautilus Group

BRAZIL

The Brazil Business Unit (Tim Brasil group) offersTim Brasil Servigos e Participacdes S.A.

services using UMTS and GSM technologies.

Moreover, through the subsidiary Intelig&#8226

Telecomunicagdes, the services portfolio has been o

extended by offering fiber optic data transmission1im Participagdes S.A.

using full IP technology such as DWDM and MPLS.

At the end of October 2011, the Tim Brasil group™

acquired control of two companies in the AES Atimus

group which have been renamed Tim Fiber RJ andlntelig Telecomunicagdes Ltda
Tim Fiber SP. The companies will offer residential
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broadband services. -

Tim Celular S.A.

Tim Fiber RJ S.A.

Tim Fiber SP Ltda

ARGENTINA
The Argentina Business Unit (Sofora - TelecomSofora Telecomunicaciones S.A. (Sofora)
Argentina group) operates in Argentina and Paraguay.
Specifically, in Argentina it operates in fixed&#8226
telecommunications through the company
Telecom Argentina and in mobile telecommunicationsNortel Inversora S.A.
through the company Telecom Personal (with the
Personal brand); in Paraguay it operates in the mobile—
sector with the company Nucleo.
Telecom Argentina S.A.

Telecom Argentina USA Inc.

Telecom Personal S.A.

NicleoS.A. (Paraguay)

MEDIA

Media operates in the business segments of televisionTelecom Italia Media La7
broadcasting through La7, La7d and the MTV group,

the production of multimedia music platforms and&#8226

satellite channels and also the management of analog

and digital broadcasting networks as well as accessoryM TV group

services and television broadcasting platforms. #8226

TI Media Broadcasting (network operator)

OLIVETTI
Olivetti S.p.A.
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Olivetti operates in the sector of office products and&#8226
services for Information Technology. It carries out
Solution Provider activities to automate processes andAdvalso
business activities for small and medium-size enter—

. . . &#8226
prises, large corporations and vertical markets. The
reference market is focused mainly in Europe, Asia

and South America. Olivetti I-Jet

&#8226

European Affiliates
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Letter to the Shareholders
To the Shareholders,

after reporting a loss in 2011 as a result of the impairment charge for goodwill, the Company returned to solid
earnings in the first half of 2012 despite a worsening of the economic conditions in Italy and the slowdown of the
economies in the countries of Latin America.

An even more important result comes from the reduction in debt, which fell by 800 million euros from the end of the
same period last year to 30.4 billion euros at June 30, 2012, after dividend payments of over 1 billion euros.

In a scenario where most Italian companies found it extremely difficult to access credit, Telecom Italia successfully
placed bonds worth 1.5 billion euros, maintaining its liquidity margin at a level sufficient to meet its repayment
obligations until 2014. The Company would thus be able to cope with any temporary deterioration in the financial
market panorama without placing its plans at risk. The credibility and the consistency of the debt reduction plan allow
us to proceed with the project to relaunch the industrial side of the Telecom Italia Group, on which the whole
management team has been working for so long.

This project breaks important new ground in terms of infrastructures. Effectively, it gives the go-ahead to build fixed
and mobile ultra broadband networks in Italy. Furthermore, it will strengthen the company s presence in Brazil by
extending and upgrading the mobile network and by developing a fiber optic network starting from the infrastructure
of AES Tim Fiber, acquired in Brazil last year.

In order to generate the cash necessary to render the plan for the relaunch of investments compatible with the
reduction of debt, for which we have set ourselves ambitious objectives, the role of the Italian market is of
fundamental importance. In the past we have succeeded in defending our margins thanks to constant efforts to reduce
costs: today defending revenues is just as important. In the first half of the year, important results have been achieved
on this front. In fact, revenues from mobile telephone services record a recovery, both as a result of stabilizing the
customer base and increasing revenues associated with broadband services. The recovery trend is particularly obvious
in the Consumer sector, whereas the area of small and medium-size enterprises is feeling the effects of the difficult
market situation, something made even worse by the fact that credit is so tight. In this segment, innovative offerings,
however successful they are from a sales point of view --a prime example being Nuvola Italiana-- are not able to
compensate the erosion of prices and volumes in the more traditional components of the offering.

The macroeconomic and financial scenario seems unlikely to improve in the next few months, either in Italy or in
Latin America, but this must not jeopardize the aims we have set ourselves, especially with regard to reducing debt.
We intend to use every bit of flexibility offered by the various operational levers that management has at its disposal.
We are fully aware that a situation of exceptional complexity, like the one we face now, requires not only coherent,

10
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rigorous management but also the capacity to find new directions to develop. This will ensure that we can proceed
confidently along the path towards growth on which we have embarked with the new investment plan.

Franco Bernabeé

11
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Key Financial and Operating Data - Telecom Italia Group

Half-year 2012 Highlights

During the course of the first half of the year, the Group, thanks to geographic diversification, streamlining of its
operating expenses and repositioning of the offering set out in its Business Plan, was able to combat the pressures of a
recession on the domestic market and the slowdown of the economies of the Latin American countries, while
confirming the profile for the growth of consolidated revenues and profit.

&#8226

Consolidated Revenues are up 1.7% compared to the first half of the prior year (+3.1% in organic terms) to 14.8
billion euros, while EBITDA of 5.9 billion euros fell 1.6% (-1.0% in organic terms).

&#8226

Operating Profit (EBIT) is 3.2 billion euros; an operating loss of 63 million euros was reported in the first half of 2011
following the Core Domestic goodwill impairment charge for 3.2 billion euros. Organic EBIT records an increase of
2.4%.

&#8226

Profit attributable to owners of the Parent (1.2 billion euros) increased 3.3 billion euros over the same period of the
prior year. On a comparable, basis, excluding the impairment charge for 3.2 billion euros recorded in the first half of
2011, the increase is +0.1 billion euros (+9.2%).

&#8226

Cash flows generated during the first half more than compensated requirements, for a total of 1.3 billion euros, for the
payment of dividends and taxes, bringing Adjusted Net Financial Debt at the end of the period to 30.4 billion euros,
down 54 million euros compared to the end of 2011.

Financial Highlights
(millions of euros) Ist Half 2012  1st Half 2011 (U Change %
Reported Organic

Revenues 14,793 14,543 1.7 3.1

EBITDA® 5,859 5,956 (1.6) (1.0)

EBITDA Margin 39.6% 41.0% (1.4) pp

Organic EBITDA Margin 39.8% 41.5% (1.7) pp

EBIT® 3,205 (63) n.s. 2.4

EBIT Margin 21.7% n.s. n.s.

Organic EBIT Margin 21.7% 21.9% (0.2) pp

Profit (loss) for the period attributable

to owners of the Parent 1,245 (2,042) n.s.

Capital expenditures (CAPEX) 2,269 2,037 114
6/30/2012 12/31/2011 Change

Adjusted net financial debt® 30,360 30,414 (54)

(D

12
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Starting from the first half of 2012, the Telecom Italia Group has early adopted and retrospectively applied revised
IAS 19 (Employee Benefits); therefore, the comparative figures have been restated on a consistent basis. Further
details and the effects on the periods presented are provided in the Note Accounting policies in the half-year
condensed consolidated financial statements at June 30,2012.

2

Details are provided under Alternative Performance Measures .

13



Edgar Filing: TELECOM ITALIAS P A - Form 6-K

Consolidated Financial Performance in the First Half of 2012

Revenues

Revenues amount to 14,793 million euros in the first half of 2012, increasing 1.7% compared to 14,543 million euros
in the first half of 2011 (+250 million euros). In terms of the organic change, consolidated revenues grew 3.1% (+443

million euros).

Specifically, the organic change in revenues is calculated by excluding:

&i#8226

the effect of exchange differences (V) equal to -179 million euros, for the most part relating to the Brazil Business Unit
(-185 million euros) and to a lesser extent to the Argentina Business Unit (-3 million euros);

&#8226

the effect of the change in the scope of consolidation (-5 million euros) in connection with the sale of the subsidiary
Loquendo (Domestic Business Unit) on September 30, 2011;

&i#8226

the effect of a reduction in revenues of 9 million euros due to the closing of commercial disputes with other operators.

The breakdown of revenues by operating segment is the following:

(millions of euros) 1st Half 2012 Ist Half 2011 Change
% o f % o famount % % organic

14



Edgar Filing: TELECOM ITALIAS P A - Form 6-K

Domestic 9,048
Core Domestic 8,570
International Wholesale 709
Brazil 3,733
Argentina 1,823
Media, Olivetti and Other290
Operations

Adjustments and(10l)
Eliminations
Total consolidated revenues 14,793

0

total

61.2
57.9
4.8
25.2
12.3
2.0

(0.7)

100.0

9,335
8,932
642
3,499
1,511
343

(145)

14,543

total

64.2
61.4
44
24.1
10.4
2.3

(1.0)

100.0

(287)
(362)
67
234
312
(53)

44

250

(3.1)
(4.1)
104
6.7

20.6

1.7

(3.0)
(3.9)
8.9

12.6
20.9

3.1

The average exchange rates used for the translation to euro (expressed in terms of units of local currency per 1 euro)
are: for the Brazilian real, 2.41520 in the first half of 2012 and 2.28778 in the first half of 2011 and for the Argentine
peso, 5.69209 in the first half of 2012 and 5.67941 in the first half of 2011. The effect of the change in exchange rates
is calculated by applying, to the period under comparison, the foreign currency translation rates used for the current

period.

15
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The Domestic Business Unit (divided into Core Domestic and International Wholesale) reports a declining trend in
organic Revenues of 282 million euros compared to the first half of 2011 (-3.0%), with the main operating indicators
confirming a structural improvement owing to the repositioning strategy undertaken by the Mobile business
(especially in the Consumer segment) and the focus on the value of the customer base in the Fixed-line business.

In the first half of 2012, organic revenues from services total 8,714 million euros and record a contraction of 2.9%
compared to the same period of the prior year. This is an improvement over the average performance for the full year
2011 (-5.2%) but a slight decline in the second quarter compared to the first quarter of 2012 (-3.6%; -2.3% in the first
quarter of 2012, which benefited from one additional business day owing to the fact that 2012 was a leap year).

Revenues from services in the Mobile business record a shrinkage of 5.6% compared to the first half of 2011, with a
slowdown in the second quarter (-7.5%) attributable particularly to the above calendar effect and a contraction in the
Business and Top segments caused not only by competition but also by the economic climate. Performance
nevertheless remains better than in the year 2011 (-8.7%), thanks always to the curtailment of revenue erosion in
traditional services and the positive growth of Mobile Internet revenues.

The fixed-line area features a decline in revenues from services of 103 million euros (-1.6% compared to the first half
of 2011) with a confirmation of the improving trend also in the second quarter (-1.4%; -1.8% in the first quarter of
2012; -3.4% in the year 2011) thanks to the focus on the value of the customer base which nevertheless posts a
decrease of 4.6% compared to June 30, 2011.

Product revenues total 343 million euros and are 18 million euros lower compared to the first half of 2011. The
growth in Mobile devices, driven by a greater commercial push on mobile internet-enabled devices, in fact, was
absorbed by the sharp contraction of Fixed-line products attributable to a contraction of the market but also to a more
selective commercial strategy to defend the profit base.

As for the Brazil Business Unit, organic revenues grew 12.6% in the first half of 2012 compared to the corresponding
period of the prior year. Revenues from services continue to display a positive trend (+11.0% over the first half of
2011) propelled by the growth of the customer base (about 69 million lines at June 30, 2012, up 24% compared to
June 30, 2011); handset revenues also show a positive trend (+27.5% compared to the first half of 2011).

With respect to the Argentina Business Unit, organic revenues gained 20.9% compared to the first half of 2011
(+315 million euros); specifically, mobile business revenues (1,318 million euros) recorded a growth of 24.4% while
the fixed area grew 12.7% vs. the corresponding period of the prior year.

An in-depth analysis of revenue performance by individual Business Unit is provided under Financial and Operating
Highlights - The Business Units of the Telecom Italia Group .

16
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EBITDA

EBITDA is 5,859 million euros, decreasing 97 million euros (-1.6%) compared to the corresponding period of the
prior year; the EBITDA margin is 39.6% (41.0% in the first half of 2011). Organic EBITDA fell 59 million euros
(-1.0%) from the same period of the prior year; the organic EBITDA margin is down 1.7 percentage points (39.8% in
the first half of 2012 against 41.5% in the first half of 2011) owing to a higher percentage of total revenues by South
America where margins are lower than the Domestic business as well as higher sales of mobile devices, aimed at a

greater penetration of data services.

Details of EBITDA and EBITDA margins by operating segment are as follows:

(millions of euros) 15t Half 2012
%
total

Domestic 4,406 752

EBITDA margin 48.7

Brazil 987 16.8

EBITDA margin 26.5

Argentina 550 9.4

EBITDA margin 30.2

Media, Olivetti and Other(81) (1.3)

Operations
Adjustments and3)
Eliminations

(0.1)

1st Half 2011
of %

total

4,527 76.0

48.5

948 15.9

27.1

506 8.5

33.5

(25) (0.4)

o famount %

(121)
39
44
(56)

(3)

Change
% organic
(2.7) (3.3)
02pp (0.2)pp
4.1 10.0
(0.6) pp (0.6) pp
8.7 8.9

(3.3)pp (3.3) pp

17



Edgar Filing: TELECOM ITALIAS P A - Form 6-K

Total consolidated EBITDA 5,859 100.0 5,956 100.0 (97) (1.6) (1.0)
% on Revenues 39.6 41.0 (1.4) pp (1.7) pp

EBITDA was particularly impacted by the change in the line items analyzed below:

&#8226

Acquisition of goods and services (6,500 million euros; 6,232 million euros in the first half of 2011). The increase
of 268 million euros is largely due to the surge in the commercial and technical costs of the Brazil Business Unit
(+105 million euros, including a negative exchange rate effect for 113 million euros) and of the Argentina Business
Unit (+222 million euros), needed to support the growth of the customer base, voice and data traffic volumes and,
consequently sales in the Latin America area. Countering these changes is the domestic business which benefits from
cost cutting actions which contributed to a reduction in purchases of 69 million euros compared to the first half of
2011.

&#8226

Employee benefits expenses (2,006 million euros; 1,986 million euros in the first half of 2011) record a net
increase of 20 million euros. The change was influenced by:

in the foreign component, an increase in the average headcount referring to the salaried workforce of 1,446, mainly in
the Brazil Business Unit and the Argentina Business Unit;

in the Italian component, a decrease of ordinary employee benefits expenses, mainly due to the reduction in the
average headcount of the salaried workforce of 1,280 compared to the first half of 2011;

expenses of 16 million euros, arising from the agreements signed with the labor unions of Olivetti I-Jet and its
subsidiary Olivetti Engineering S.A. aimed at dealing with the excess staff of the company put into a wind-up.

&#8226

Other operating expenses (897 million euros; 843 million euros in the first half of 2011). The increase of 54
million euros is primarily in reference to the Brazil Business Unit (+36 million euros, including a negative exchange
rate effect of 18 million euros) and the Argentina Business Unit (+40 million euros) and is partially compensated by
the Domestic Business Unit (-37 million euros). In particular:

writedowns and expenses in connection with credit management comprise mainly 174 million euros (177 million
euros in the first half of 2011) referring to the Domestic Business Unit, 49 million euros (47 million euros in the first
half of 2011) to the Brazil Business Unit and 26 million euros (15 million euros in the first half of 2011) to the
Argentina Business Unit;

18
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provision charges recorded for pending disputes refer mainly to the Brazil Business Unit for 35 million euros (30
million euros in the first half of 2011), the Domestic Business Unit for 13 million euros (43 million euros in the first
half of 2011) and the Argentina Business Unit for 6 million euros (5 million euros in the first half of 2011);

telecommunications operating fees and charges mostly refer to the Brazil Business Unit for 272 million euros (242
million euros in the first half of 2011), to the Argentina Business Unit for 35 million euros (28 million euros in the
first half of 2011) and to the Domestic Business Unit for 30 million euros (29 million euros in the first half of 2011).

Depreciation and amortization

Details are as follows:

(millions of euros) 15t Half 201215t Half 2011 Change
Amortization of intangible assets with a finite useful

life 1,073 1,094 (21)
Depreciation of property, plant and equipment

owned and leased 1,597 1,740 (143)
Total 2,670 2,834 (164)

The decrease in depreciation and amortization charges is mainly in reference to the Domestic Business Unit (-219
million euros), offset by the increase in depreciation and amortization charges of the Argentina Business Unit (+44
million euros).

Net gains (losses) on disposals of non-current assets

Net gains on disposals of non-current assets principally refer to the Domestic Business Unit.

Impairment losses on non-current assets

In the first half of 2012, the Group, as in previous years, repeated the impairment test on goodwill. The outcome of
this test did not require an impairment charge. In the first half of 2011, the impairment charge of goodwill allocated to
the Core Domestic Cash-Generating Unit (CGU) in the Domestic Business Unit was 3,182 million euros. Further

details are provided in the Note Goodwill in the half-year condensed consolidated financial statements at June 30,
2012 of the Telecom Italia Group.
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EBIT

EBIT is 3,205 million euros; in the first half of 2011, a negative 63 million euros was reported which included the
aforementioned impairment charge of 3,182 million euros on the goodwill allocated to the Core Domestic CGU. The
organic change in EBIT is a positive 76 million euros (+2.4%) occasioned principally by the aforementioned reduction
in depreciation and amortization, with a 21.7% organic EBIT margin more or less unchanged compared to the first
half of 2011.

Other income (expenses) from investments
Neither income nor expenses from investments were recorded in the first half of 2012.

In the first half of 2011, the income balance of Other income (expenses) from investments was 15 million euros and
referred to the gain (17 million euros) on the sale of the entire 27% investment in the Cuban operator EtecSA.

Finance income (expenses)

Finance income (expenses) is an expense balance of 917 million euros (an expense balance of 981 million euros in the
first half of 2011), with an improvement of 64 million euros. The reduction, even though the net debt exposure
remained basically unchanged, is due to multiple factors including the positive effects deriving from the change in
finance expenses as a result of the impact of bond buybacks in the first half of 2011, as well as the capitalization of
finance expenses (29 million euros) relating to the purchase of the user rights for the LTE mobile telephony
frequencies by the Domestic Business Unit.

Income tax expense

Income tax expense is 824 million euros and increased 55 million euros compared to the first half of 2011 mainly due
to the higher taxable base of the Parent, Telecom Italia S.p.A., the Brazil Business Unit and also the Argentina
Business Unit.
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Profit (loss) for the period

The profit (loss) for the period can be analyzed as follows:

(millions of euros) 1st Half 2012 1st Half 2011
Profit (loss) for the period 1,460 (1,821)
Attributable to:

Owners of the Parent :

Profit (loss) from continuing operations 1,245 (2,031)
Profit (loss) from Discontinued operations/Non-current assets held

for sale - (11D
Profit (loss) for the period attributable to owners of the Parent 1,245 (2,042)
Non-controlling interests :

Profit (loss) from continuing operations 215 221
Profit (loss) from Discontinued operations/Non-current assets held

for sale - -

Profit (loss) attributable to Non-controlling interests 215 221

21
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Financial and Operating Highlights
The Business Units of the Telecom Italia Group

Starting from the first half of 2012, the Telecom Italia Group has early adopted and retrospectively applied revised
IAS 19 (Employee Benefits); therefore, the comparative figures of the Business Units have been restated on a
consistent basis.

Domestic

In the first half of 2012, the company Matrix was moved to Other Operations and hence is no longer part of Core
Domestic in the Domestic Business Unit. The periods under comparison have been reclassified accordingly.

(millions of euros) 1st Halflst Half Change

2012 2011

amount % % organic

Revenues 9,048 9,335 (287) 3.1 3.0)
EBITDA 4,406 4,527 (121) (2.7) (3.3)
EBITDA margin 48.7 48.5 0.2pp (0.2)pp
EBIT 2,605 (697) 3,302 ° 2.8
EBIT margin 28.8 © © 1.6pp

Headcount at period-end (number)™ 55,278 (**) 55,047 231 0.4
)

The 231 headcount change includes the effects resulting from the acquisition, as of January 1, 2012, of the Contact
Center business and the relative 249 resources from the company Advalso in the Olivetti Business Unit.

(**) Headcount at December 31, 2011.

Fixed

6/30/2012 12/31/2011 6/30/2011
Physical accesses at period-end (thousands) 21,382 21,712 21,965
of which Retail physical accesses at period-end
(thousands) 14,277 14,652 14,962
Broadband accesses in Italy at period-end (thousands) 9,022 9,089 9,117
of which Retail broadband accesses (thousands) 7,037 7,125 7,169

Network infrastructure in Italy:
access network in copper (millions of km pair,

distribution and connection) 112.5 112.2 111.9
access network in optical fiber (millions of km fiber) 4.8 4.6 4.4
Network infrastructure abroad:

European backbone (km of fiber) 55,000 55,000 55,000
Mediterranean (km of submarine cable) 7,500 7,500 7,500
South America (km of fiber) 30,000 30,000 30,000
Atlantic (km of submarine cable) 15,000 15,000 15,000
Total traffic:

Minutes of traffic on fixed-line network (billions) 53.4 108.9 55.8
Domestic traffic 45.5 933 48.5
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International traffic 79 15.6 7.3
DownStream and UpStream traffic volumes (PBytes) 1,071 1,937 951
Mobile

6/30/2012 12/31/2011 6/30/2011

Number of lines at period-end (thousands) 32,225 32,227 31,260
Change in lines (%) 0.0 3.9 0.8
Churn rate (%) (1) 12.9 21.9 11.1
Total average outgoing traffic per month (millions of

minutes) 3,706 3,633 3,608
Total average outgoing and incoming traffic per month

(millions of minutes) 4,935 4,843 4,801
Mobile browsing volumes (PBytes) (2) 45.5 75.9 34.9
Average monthly revenues per line (in euros) (3) 16.0 17.4 17.5
(D

The data refers to total lines. The churn rate represents the number of mobile customers who discontinued service
during the period expressed as a percentage of the average number of customers.

(@)
National traffic excluding roaming.
3)

The values are calculated on the basis of revenues from services (including revenues from prepaid cards) as a
percentage of the average number of lines.

The financial and operating highlights of the Domestic Business Unit are reported according to two Cash-generating
units (CGU):

&#8226

Core Domestic: includes all telecommunications activities inherent to the Italian market. Revenues are broken down
according to the net contribution of each market segment to the CGU s results, excluding infrasegment transactions.
The sales market segments defined on the basis of the customer centric organizational model are as follows:

Consumer: comprises the aggregate of voice and internet services and products managed and developed for persons
and families in the Fixed and Mobile telecommunications markets and also public telephony;

Business: is constituted by the aggregate of voice, data, internet and ICT solutions services and products managed and
developed for SMEs (small and medium-size enterprises) and SOHOs (Small Office Home Office) in the Fixed and
Mobile telecommunications markets;
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Top: comprises the aggregate of voice, data, internet and ICT solutions services and products managed and developed
for Top, Public Sector, Large Account and Enterprise customers in the Fixed and Mobile telecommunications
markets;

National Wholesale: consists of the management and development of the portfolio of regulated and unregulated
wholesale services for Fixed and Mobile telecommunications operators in the domestic market;

Other (Support Structures): includes:

Technology & IT: constitutes services related to the development, building and operation of network infrastructures,
real estate properties and plant engineering, delivery processes and assurance regarding customer services in addition
to the development and operation of information services;

Staff & Other: services carried out by staff functions and other support activities performed by minor companies of
the Group also offered to the market and other Business Units.

&#8226

International Wholesale: includes the activities of the Telecom Italia Sparkle group which operates in the
international voice, data and internet services market aimed at fixed and mobile telecommunications operators,
ISPs/ASPs (Wholesale market) and multinational companies through its own networks in the European,
Mediterranean and South American markets.
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Main financial data

Key results in the first half of 2012 by the Domestic Business Unit overall and by market/business segment compared
to the first half of 2011 are presented in the following tables.

Core Domestic

(millions of euros) IstHalf 20121 st Half Change

2011

amount % % organic

Revenues 8,570 8,932 (362) “4.1) 3.9
Consumer (1) 4,432 4,499 (67) (1.5) (1.5)
Business (2) 1,438 1,557 (119) (7.6) (7.6)
Top (2) 1,574 1,722 (148) (8.6) (8.6)
National Wholesale 1,035 1,054 (19) (1.8) (0.9)
Other 91 100 (9) (9.0) (4.2)
EBITDA 4,309 4,412 (103) (2.3) (2.9)
EBITDA margin 50.3 49.4 0.9pp 0.5pp
EBIT 2,556 (757) 3,313 ° 34
EBIT margin 29.8 ° © 2.1pp
Headcount at period-end
(number) 54,262 (*) 54,038 224 0.4
(*)

Headcount at December 31, 2011.
(D

In the first half of 2012, the company Matrix was moved to Other Operations and hence is no longer part of the
Consumer segment. The periods under comparison have been reclassified accordingly.

()
The data of the Business and Top segments in the first half of 2011 have been reclassified for purposes of comparison
with the data of the first half of 2012, which take into account the new customer classification criteria introduced at

the beginning of 2012.

International Wholesale

(millions of euros) 1st Halflst Half Change
2012 2011
amount % % organic
Revenues 709 642 67 10.4 8.9
of which third parties 500 431 69 16.0 13.6
EBITDA 103 120 (17) (14.2) (16.3)
EBITDA margin 14.5 18.7 (4.2) pp (4.4) pp
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EBIT 50 60 (10) (16.7) (19.4)
EBIT margin 7.1 9.3 (2.2) pp (2.4) pp
Headcount at period-end

(number) 1,016 (*) 1,009 7 0.7

(*) Headcount at December 31, 2011.
Revenues

In a deteriorating economic climate and in a continuing fiercely competitive market, revenues of all segments in the
first half of 2012, although displaying a contraction, confirm a gradual recovery thanks to the growth of the mobile
customer base, the policy focusing on ARPU (Average Revenues Per User) in the Fixed-line business and the
effectiveness of new rate plan policies both in terms of slowing down the fall in prices (both Fixed-line and Mobile)
and the development of new services, particularly in the Mobile Internet area.

More to the point:

&#8226

Consumer: the Consumer segment reports a reduction in revenues of 67 million euros (-1.5%) compared to the first
half of 2011. This confirms the trend of steady recovery seen in 2011 thanks particularly to the stabilization of the
erosion of voice revenues (both Fixed and Mobile), strong expansion of Browsing revenues and an increase in handset
sales (+65 million euros, +52.7%), particularly Mobile Internet-enabled devices. The reduction is entirely due to
revenues from services (-132 million euros, -3.0%) and can be ascribed to traditional Voice and Messaging services.
Such contraction is for the most part offset by higher Mobile Internet revenues (+51 million euros, +15.9% compared
to the first half of 2011) and Fixed Broadband accesses (+16 million euros, +3.4% compared to the same period of
2011).

&#8226

Business: the Business segment in the first half of 2012 shows a reduction in revenues of 119 million euros (-7.6%)
compared to the first half of 2011. This decline is mostly in reference to service revenues, -91 million euros of which
-56 million euros refers to the Fixed-line area (-5.5%), attributable entirely to the erosion of the customer base (-6.7%
compared to 2011), and -38 million euros to the Mobile area (-7.6%), stemming from both a reduction in the customer
base (-5.4% excluding data only lines) and a fall in the revenues and the average per unit prices particularly for voice
services.

&#8226

Top: the Top segment reports lower revenues of 148 million euros (-8.6%) in the first half of 2012 compared to the
same period of 2011. This shrinkage refers to both revenues from services (-92 million euros, -6%), and product sales
(-55 million euros, -28.2%). The drop in revenues from services specifically comes from the Fixed business (Voice
-48 million euros, Data -34 million euros) while the fall in the Mobile business is limited to -18 million euros (-3.9%),
entirely attributable to the decrease in prices/revenues from traffic and messaging that was only partly offset by the
increase in Browsing revenues.

&#8226
National Wholesale: the National Wholesale segment highlights a decrease in revenues in the first half of 2012 (-19
million euros, -1.8%, -0.9% in organic terms) that can be traced largely to lower carrier and interconnection revenues,

only in part matched by the growth of access services to alternative operators.

International Wholesale Revenues
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International Wholesale (the Telecom Italia Sparkle group) reports revenues of 709 million euros in the first half of
2012 or an increase of 67 million euros (+10.4%, +8.9% in organic terms) compared to 2011. Such performance is
almost entirely due to Voice services (+15.7%) and, to a lesser extent, to the IP business/Data segment (+8.6%). All
areas of business were impacted by strong pressures on prices caused by market competition as well as the continuing
actions to rationalize the sector according to a more selective approach in terms of the customer portfolio and traffic
strategy.

EBITDA

EBITDA of the Domestic Business Unit is 4,406 million euros in the first half of 2012, down 121 million euros
compared to the first half of 2011 (-2.7%). The EBITDA margin is 48.7%, a slight improvement compared to the first
half of 2011 (+0.2 percentage points). The contraction in revenues from services impacted EBITDA (-269 million
euros) and was offset only in part by the reduction in the portion of revenues to be paid to other operators and the
changes in efficiency obtained by selective control and containment of operating expenses.

Organic EBITDA in the first half of 2012 comes to 4,424 million euros (-150 million euros, -3.3% compared to the

first half of 2011), with the organic EBITDA margin equal to 48.8%, or slightly lower than the first half of 2011 (-0.2
percentage points).
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With regard to the change in the main costs, the following is noted:

(millions of euros) 1st Half 2012 1t Half 2011 Change
Acquisition of goods and services 3,236 3,305 (69)
Employee benefits expenses 1,472 1,535 (63)
Other operating expenses 301 338 (37)

In particular:

&#8226

acquisition of goods and services: shrunk 69 million euros (-2.1%) compared to the same period of 2011. Such
contraction is mainly due to a decrease in the portion of revenues to be paid to other operators, owing principally to
the reduction in Mobile termination rates;

&#8226

employee benefits expenses: fell 63 million euros from the first half of 2011 (-4.1%), attributable mostly to the
reduction in the average headcount of the salaried workforce by 864 compared to the first half of 2011, countered by
higher expenses as a result of the acquisition, as of January 1, 2012, of the Contact Center business and the relative
249 resources from the company Advalso in the Olivetti Business Unit;

&#8226

other operating expenses: are down 37 million euros vs. the first half of 2011, principally as a result of lower
provision charges non organic. Details are as follows:

(millions of euros) 1st Half 2012 15t Half 2011 Change
Writedowns and expenses in connection with credit

management 174 177 3)
Provision charges 13 43 30)
Telecommunications operating fees and charges 30 29 1
Indirect duties and taxes 51 48 3
Sundry expenses 33 41 ®)
Total 301 338 37)
EBIT

EBIT in the first half of 2012 is 2,605 million euros; a negative EBIT was reported in the same period of the prior year
for 697 million euros and included the goodwill impairment charge of the Core Domestic CGU for 3,182 million
euros. The EBIT margin is 28.8%. Organic EBIT is 2,602 million euros, up 71 million euros compared to 2,531
million euros in the first half of 2011 (+2.8%); the organic EBIT margin is 28.7% or 1.6 percentage points higher vs.
the first half of 2011 (27.1%).
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Brazil
(millions of euros) (millions of Brazilian reais)
1st Half 2012 1st Half 2011 1st Half 2012 1st Half
Change
2011
(a) (b) (©) (d) amount %
(c-d) (c-d)/d
Revenues 3,733 3,499 9,016 8,004 1,012 12.6
EBITDA 987 948 2,385 2,169 216 10.0
EBITDA margin 26.5 27.1 26.5 27.1 (0.6)pp
EBIT 466 440 1,125 1,007 118 11.7
EBIT margin 12.5 12.6 12.5 12.6 (0.1)pp
Headcount at period-end (number) 10,922 (*) 10,539 383 3.6
(*)

Headcount at December 31, 2011.

1st Half 1st Half

2012 2011
Lines at period-end (thousands) 68,860 *) 64,070
MOU (minutes/month) 126.9 126.6
ARPU (reais) 18.7 21.2

(*)

Number at December 31, 2011.
Main financial data

Revenues

Revenues total 9,016 million reais, up 1,012 million reais compared to the same period of 2011 (+12.6%). Revenues
from services in the first half of 2012 are 8,000 million reais, increasing from 7,207 million reais in the same period of
2011 (+11.0%). Revenues from the sale of products increased from 797 million reais in the first half of 2011 to 1,016
million reais in the same period of 2012 (+27.5%), reflecting a higher penetration of the customer base with
high-value smartphones and webphones, serving as an important leverage for the expansion of revenues from data
services.

The ARPU mobile (Average Revenue Per User) for the first six months of 2012 is 18.7 reais compared to 21.2 reais
for the same period of 2011 (-11.8%). The change in ARPU and revenues from services is adversely affected by the
reduction in interconnection charges to the network of mobile operators, in effect since February 2012.
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Total lines at June 30, 2012 number 68.9 million, up 7.5% compared to December 31, 2011 and 24.0% compared to
June 30, 2011, corresponding to a 26.9% market share of the lines.
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EBITDA

EBITDA in the first half of 2012 is 2,385 million reais, or 216 million reais higher than the same period of 2011
(+10.0%). The increase in the EBITDA is supported by higher revenues mainly relating to outgoing voice traffic and
VAS, offset basically by higher termination charges due to the increase in traffic volumes and to the costs strictly
linked to the change in the customer base.

The EBITDA margin is 26.5%, down 0.6 percentage points compared to the same period of 2011.

The increase in the EBITDA margin of revenues from services is countered by the higher contribution of revenues
from the sale of smartphones and webphones.

With regard to changes in costs, the following is noted:

(millions of Brazilian
reais)
1st Halflst Halflst Halflst Half
2012 2011 2012 2011 Change

(millions of euros)

(a) (b) (© (d) (c-d)
Acquisition of goods and services 2,255 2,150 5,447 4,919 528
Employee benefits expenses 177 161 427 368 59
Other operating expenses 373 337 900 771 129
Change in inventories (17 (52) 41 (120) 79
&#8226

acquisition of goods and services: totals 5,447 million reais (4,919 million reais in the first half of 2011). The increase
of 10.7% compared to the first half of 2011 (+528 million reais) can be analyzed as follows:

+170 million reais for the purchases referring primarily to product cost;
-11 million reais for external services costs;
+269 million reais for the portion of revenues to be paid to other TLC operators;

+100 million reais for rent and lease costs;

&#8226

employee benefits expenses amount to 427 million reais, increasing 59 million reais compared to the first half of 2011
(+16.0%). The average headcount grew from 9,053 in the first half of 2011 to 9,795 in the same period of 2012. The
percentage of employee benefits expenses to revenues is 4.7%, increasing 0.1 percentage points compared to the first
half of 2011;

&#8226
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other operating expenses: come to 900 million reais, increasing 16.7% (771 million reais in the first half of 2011).
Such expenses consist of the following:

1st Halflst Half

(million reais) 2012 2011 Change
Writedowns and expenses in connection with credlt118 108 10
management

Provision charges 85 68 17
Telecommunications operating fees and charges 656 555 101
Indirect duties and taxes 17 18 (D)
Sundry expenses 24 22 2

Total 900 771 129
EBIT

EBIT is 1,125 million reais, increasing 118 million reais compared to the first half of 2011. This increase is due to a
higher contribution by EBITDA offset to a marginal degree by higher depreciation and amortization charges of 96
million reais (1,256 million reais in the first half of 2012, compared to 1,160 million reais in the same period of 2011).
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Auction for the user rights to mobile telephony frequencies

In June 2012, Tim Celular, a subsidiary of TIM Brasil, took part in the auction for the acquisition of the user rights to
the fourth-generation (4G) mobile telephony frequency bands.

On June 12 and 13, 2012, the Brazilian regulator, Anatel, announced the results of the bidding, awarding Tim Celular
the user rights to one national 10+10MHz and six regional 10+10MHz frequencies bands, as well as 7+7MHz in
450MHz in four states. The total value of the investment is 382 million reais and allows the Tim Brasil group to use

the new frequencies for 15 years (renewable for another 15 years).

The assignment of the acquired spectrum will be formalized in the third quarter of 2012.
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Argentina
(millions of euros) (millions of Argentine
pesos)
15t Half IstHalf 20111 8t H al {15t Half
2012

2012 2011

(a) (b) © (d)
Revenues 1,823 1,511 10,379 8,583
EBITDA 550 506 3,131 2,876
EBITDA margin 30.2 33.5 30.2 33.5
EBIT 255 257 1,452 1,462
EBIT margin 14.0 17.0 14.0 17.0
Headcount at period-end (number)(*) 16,785 (**) 16,350

amount
(c-d)

1,796
255

(10)

435

(*) Includes employees with temp work contracts: 1 at 6/30/2012 and 1 at 12/31/2011.

(**) Headcount at December 31, 2011.

6/30/2012
Fixed-line
Lines at period-end (thousands) 4,148
ARBU (Average Revenue Billed per User)

47.2
(Argentine pesos)
Mobile
Lines at period-end (thousands) 20,965
Telecom Personal lines (thousands) 18,723
% postpaid lines (**) 32%
MOU Telecom Personal (minutes/month) 96
ARPU Telecom Personal (Argentine pesos) 54.6
Niicleo mobile lines (thousands)®***) 2,242
% postpaid lines (**) 18%
Broadband
Broadband accesses at period-end (thousands) 1,594
ARPU (Argentine pesos) ¢***) 96.1
)

Data relating to the first half of 2011.

(**)

12/31/2011

4,141

(°)44.7

20,342
18,193
32%
()97
(°)48.3
2,149
17%

1,550
(°) 84.1

amount

7

2.5

623
530

(1)
6.3
93

44
12.0

Change

%

0.2

5.6

3.1
29

(1.0)
13.0
4.3

I pp

2.8
14.3

Change
%
(c-d)/d

20.9
8.9
(3.3)pp
(0.7)
(3.0)pp
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Includes lines with a ceiling invoiced at the end of the month which can be topped-up with prepaid refills.

(***)

Includes WiMAX lines.

(****)

The calculation method was updated in order to exclude, from the customer base, the internet sticks sold to customers
who already have ADSL access.
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Revenues

Revenues in the first half of 2012 amount to 10,379 million pesos, up 1,796 million pesos (+20.9%) compared to the
same period of 2011 (8,583 million pesos) thanks to the growth of the broadband and mobile customer bases, in
addition to the relative ARPU. The main source of revenues for the Argentina Business Unit is mobile telephony
which accounted for about 72% of the consolidated revenues of the Business Unit, increasing more than 24%
compared to the first half of 2011.

Fixed-line telephony service: the number of fixed lines at June 30, 2012 remained more or less the same compared to
the end of 2011. Even though the fixed-line regulated services in Argentina continue to be influenced by the rate
freeze imposed by the Emergency Economic Law of January 2002, ARBU rose by 5.6% compared to the first half of
2011, thanks to the sale of plans which include minutes of traffic and value-added services. ARBU also benefits from
increases in the prices of both value-added services and traffic plans.

Mobile telephony service: Telecom Personal mobile lines in Argentina increased by 530 thousand compared to the
end of 2011, arriving at a total of 18,723 thousand lines at June 30, 2012, 32% of which is postpaid. At the same time,
thanks to high-value customer acquisitions and leadership in the smartphone segment, ARPU gained 13% reaching
54.6 pesos (48.3 pesos in the first half of 2011). A large part of this growth can be traced to Value-Added Services
(including text messaging) and the Mobile Internet service which, on the whole, accounts for a