Paris, May 24, 2007

Telecom Italia Group’s approach to
Sustainability

Paolo Nazzaro

Sustainability Director Telecom Italia
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Highlights

Sustainability Reporting integrated in the Financial Statement

Sustainability management embedded in planning and controlling processes

Focus on communication to investors and analysts

Focus on intangible assets
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Approach

External Stakeholders

Customers

Suppliers
Competitors
Institutions

The Environment

The Community

Internal Stakeholders

Human Resources

Shareholders

Image
Identity
Trust

Reputation

Performance
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Evolution

Charters
and Codes

Reporting

Involvement

with other
Organizations

Governance

1997 - 1999 2000-2001
» Environmental Charter » TIM’s Code of Ethics

» Charter of Values » Charter of Services

» Socio-environmental reports

» ETNO
> Sodalitas
» CSR Europe

2002 - 2007

» Group’s Code of Ethics

P Code of Conduct for insider
dealing

» Integration of Sustainability
Reporting into the Group
Financial Statement (TBL)

» Global Compact (UN)
» European Road Map (EU)
» European Alliance on CSR

» Internal reporting system

» Sustainability Plan in the Group
Industrial Plan
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Organizational model

|
Group Sustainability
|

Reporting Planning & Programming

Reporting Strategic guidelines

Budgeting Process review

Investor Relations Rating Agencies

Key people acting as reference points within each BU/Central Department

Environmental Managers assuring the quality of
environmental processes and related data
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Internal reporting system

Selection of KPIs | Data-base

Customers

Group’s internal

knowledge Suppliers

International Competitors

standards Sustainability Institutions The data-base is shared
Key with accounting and
Performance The Environment controlling software
Indicators applications

Questionnaires
from rating agencies

The Community

Benchmarking Human Resources

with best practices

Shareholders
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KPI Main areas

Customers

Suppliers Competitors

Institutions

Number of Lines

Customer Relationship
Management

Service Quality

Claims

Services for customers with
special needs

Involvement

» Supply chain » Involvement

management » Anti-trust procedures and
» Joint actions claims

» Involvement » Legislation updates

» Tax and added value
» Grants

» Involvement

» Legislation updates

Environment

Community Human Resources

Shareholders

Natural resources
consumption (energy,
water, fuel, etc..)
Emissions

Waste Management
Electromagnetism

» Donations Compensation policies

» Investments Training and development
» R&D Health and Safety

» Involvement Equal opportunities
Industrial relations
Welfare

Human rights and labour
standards

» Dividends

» Net debt

» Corporate Governance
» Risk management
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Planning

Rating Internal Business
agencies experience projects

vv

Improvement Evaluation
areas form

—~——

stainability stainability Industrial
Targets Plan Plan

—e
== TELECOM




2006 Results - Environmental Targets

Eco-Efficiency indicator (Bit/Joule) shows a 60% improvement versus last

year.

Photovoltaic plants and fuel cells projects in place.

Specific Absorption Rate verified in 88% of technologically advanced and

most widespread mobile phones.

15% reduction in electromagnetic emissions in selected Base Transceiver

Stations, thanks to power management measures.
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Results - Environmental Targets

Waste recycling program (covering paper, wood, glass, metal and plastic)
in the main Group’s offices.

Awareness campaign in order to reduce paper consumption and to
promote the use of recycled one.

Carbon dioxide emissions saved by replacing old cars and heating plants.

Contribution to the drafting of a Code of Conduct (CoC) aimed at
minimising energy consumptions for broadband technology. The CoC has
been promoted by the European Union through the Joint Research Centre.
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Results - Other Targets

Performance Improvement on customer service - Evolution Project
(accuracy and punctuality up to 98% for new fixed lines and 97% for ADSL)

Sustainability Internet web site renewal (TI among the three best in class
Italian companies in “Webranking 2006”)

Human Rights and Labour Standards Policy applied to all subsidiaries in order
to assure adequate protection in the countries where the Group operates.

Supply Chain Management Policy to safeguard ethical, environmental and
social values, in line with the Code of Ethics principles.
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Planning

Description W

Measurement unit

Actual
2006

Percentage of APPOINTMENTS KEPT by technicians at the customer’s premises

%

98

Percentage of TELEPHONE LINES activated through “Ready access “[2

%

15

SATISFACTION of employees measured through the “Group Photo” questionnaire

Average satisfaction level3!

TRAINING AND EDUCATION

Hours per-capita 4!

HEALTH: percentage of sickness hours with respect to working hours

%

EQUAL OPPORTUNITIES: women working with respect to total staff

%

ENERGY: eco-efficiency indicator

Bit/Joule

ELECTROMAGNETISM: reduction of the power emitted by UMTS base transceiver
station cells 13

No. of cells with second
carrier

ELETTROMAGNETISM: SAR (Specific Absorption Rate) qualification

% 161

WASTE: offices with over 100 employees equipped for differentiated collection

No. of offices

PAPER: purchased recycled paper

% 71

Replacement of Euro3 VEHICLES with Euro4 vehicles!8!

No. of replaced vehicles

Replacement of oil BOILERS with methane boilers

Tons of CO, not emitted

DIGITAL DIVIDE: ADSL coverage

% 191

DIGITAL DIVIDE: IPTV coverage

%9

DIGITAL DIVIDE: UMTS coverage

9% 110]

Unless otherwise indicated objectives refer to Telecom Italia S.p.A. activities.

Data refer to the Group’s activities in Italy and is calculated on a 10-point scale.
Data include classroom, online and training on the job education.

Measured with respect to the total purchased paper.

Euro4 vehicles allow an approximate 30% reduction of CO, emission as compared to Euro3.
The percentage refers to fixed telephone lines.

The percentage refers to residential population.

EEREEBEERRE

=]

Ready access: fast and automatic activation of telephone lines without the technician intervention at the customer’s premises.

In high traffic conditions the use of two radiofrequency carriers instead of a single one reduces total power emitted by the station by 15%.
The percentage is calculated on the most technologically innovative and widespread handsets models.
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Sustainability Strategy 2007-2009

Stakeholder involvement into business processes
Increasing compliance with the Global Reporting Initiative (GRI) guidelines
Setting of quantitative objectives (Customers, HR, Environment, Digital Divide)

Integration between Sustainability and Innovation: a specific section within the

Technological Plan is devoted to Corporate Responsibility

Inclusion of specific questions regarding the Sustainability model adopted by

the Group into Customers Satisfaction questionnaires
Confirmation of the Group’s international Sustainability commitments

Monitoring of the sustainability targets set into managers’ MBO (see next

chart)
-
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Sustainability into Managers’ MBO

Stakeholder

Objectives

Customers

- Customer Satisfaction
- Quality of provided service

Human Resources

- Surveys on employees’ satisfaction

- Employees’ health and safety

- Training on safety and environmental issues

- Training programs and professional development
- Welfare activities for employees

Environment

- Consumption of materials, energy and water
- Emissions

- Waste management

- Environmental remediation

Market and Institutions

- Compliance with laws, regulation and codes
- Quality and promptness of company communication

Suppliers

- Environmental controls on suppliers

Community

- Organisation of cultural initiatives

- Quality of the initiatives/projects for the Community

—y
= TELECE{':!




Contribution to the Community

LBG (London Benchmarking Group) Model

Year 2006 Intermittent support to a wide range of “social” issues
in response to the needs and appeals of community
organisations , increasingly through partnerships
between the company, its employees, customers and
suppliers

42.4 millions euro

Long-term strategic involvement of the company to
address a limited range of “social” issues

Investments in the
Community

20

Activities in the Community usually by commercial
Initiatives in the Community departments to support directly the success of the
company, also in partnership with charities and

21.4 community-based organisations
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The “Intangibles” project - objectives

Tl Group in partnership with Bocconi University embarked on a study on the
relationship between financial and non financial performance in the TLC sector

Project Focus Value of“mternaflly gfnerated
Intangibles

The first phase of the project investigated the relationship existing between
financial and non financial performance

The second phase defined the theoretical model to represent some specific
intangible assets
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The “Intangibles” project - 15T phase conclusions

3

KLD Ratings - S&P 500 companies - Stepwise regression

Empirical evidence has been provided in favour of the existence of a relation

between financial and non financial performance (S&P 500 companies)

The communication of Sustainability should focus on the following topics:

» Relations with Community
» Human Capital

» Product Quality and Innovation
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The “Intangibles” project - 2"d phase model

Level 4

Market Value Market value

Level 3

Value drivers

Level 2
Sustainability SUS;?il::rl:llty
Drivers

Level 1

Human Capital
Intangibles

'
Turnover
ratio

Sustainability
drivers

Innovation
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Aknowledgments

Telecom ltalia S.p.A. confirmed in the following indexes:

Dow Jones: DJSI World (318 companies worldwide); DJSI STOXX (162 companies in Europe);

FTSE4Good (tradeable and non tradeable): FTSE4Good Global (100 companies); FTSE4Good
Europe (50 companies);

Pioneer managed by ESI (Ethibel Sustainability Index - 200 Companies);

ASPI (Advanced Sustainable Performance Index) Eurozone (120 companies) managed by
Vigeo;

ECPI Global (300 securities) and ECPI Europe (150 securities) managed by E.Capital Partners;
Euro Ethical and Euro CSR (40 securities) managed by Axia.

Tl included among the top 100 companies worldwide in the “Global Reporters 2006
Survey of Corporate Sustainability Reporters” (SustainAbility, UNEP, Standard &
Poor’s)
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