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List of exhibits regarding FORM 6-K for the month of September 2002 through
September 5, 2002:

1) Press Release of September 5, 2002
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PRESS RELEASE !

Board of Directors examines first half 2002 resulis

TELECOM ITALIA GROUP |
i

« Resuits improve: profitability up, debt?down
|
e Revenues: 14,989 million euros (+1.7% compared with 1st half 2001)

» Gross operating result: 6,808 million euros (+3.;% compared with

1st haif 2001) |

¢ Operaling income: 3,662 million eu ros
(+10.3% compared with 1st half 200 [)

+ Parent company net income:
770 million euros (+59.4% on the first half of 2001)

» Free cash flow from operations: 4,150 milfon euros
(+1,508 million euros compared with the first l'i;alf of 2001)

¢ Net financial borrowings: 21,100 million euros (- #42 million euros
compared with year-end 2001), in line with targets

o After 30 June 2002 debt was reduced by 2,307méllion euros after '
disposals with a benefit on consolidated net income of 1,108 million
euros .

¢ Debt composition further impro‘veh:
73% of total due beyond one year:

{
» Riccardo Ruggiero co-opted onto the Board
and appointed CEO of fixed-line telephony

j
E
!
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TELECOM ITALIA SpA i

 Revenues: 8,430 million euros (-1.4% compared‘ with the first haif
of 2001, principally owing to Communu:atlons Regulatory
Authority price reductions)

« Gross operating resuilt: 3,746 million euros (+1.2% compared with
the first half of 2001)

¢ Operating income: 2,088 million euros
(+3.5% compared with the first half of 2001)

e HMNetincome: 389 million euros|
(40.5% compared with the first half of 2001
owing to extraordinary write-downs and stiff mobility)

» Dividend policy confirmed In line with the prevnous year

+ Net financial borrowings down to 16,816 mlllloni euros at 30 June
2002, after dividend payment for 2,306 million euros

+ Domestle wireline: growth in gross operatmg resuit and
operating income :
[
Milan, September 5, 2002 — Today’s meeting of the Telecom Italia Board of Directors,
chaired by Marco Tronchetti Provera, took note of Enrico Bondifs resignation from the
Board and his position as CEQ and co-opted Riccardo Ruggiero to replace him. Mr
Ruggiero was also appointed CEO for wireline telephony. After; expressing its sincere

gratitude to Enrico Bondi for all his contribution, the Board examined and adopted the
Group and Parent company reports for the first half of 2002.! :

{

In an international scenario characterized by a ge:neml dctenn}aum of eamings and
profitability for major industry players, the Group's earnings results ﬁur the first half of 2002
registered a clear improvement over the first half of 2001. This improvement was driven
principally by accelerating growth and by margins recorded in the sebond quarter of 2002,

The consolidated net result corresponded to a profit of 770 million euros, up 59.4% (+287
milfion curps in the first half of 2001).

! For the benefit of data compatison en equivalent terms, Iast year” sﬂglmforihnsame]‘ﬂmd,wrﬂxwmmmEe
figures are compared, huve been reclassiffed with with Nortel mvasm&m:p('relmm,ﬁsrgmﬂna) consglidated using
fhe shareholder's equity rather than the proportional method.

i 2
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This increase may principally be ascribed to the following factors:

¢ Tmproved operating income (+341 million euros).
¢ Improved results from investment income/charges and équity interests (+146
million euros), despite a reduction of the extraordinary mcome/charges balance
(-7 million enres) inclusive of capital gains from disposal éf equity holdings (753
million euros), offset by charges for redundancies and pérsonnel mobility (355
million euros) and goodwill charges for disinvestment from the 9Telecom Group in
Framee (367 million ewras), plus miscellaneons other exq'aord.mary income and
charges (31 million euros).
In view of the losses entered onto the accounts prior to its htsposal, the 9Telecom
Group had a negative impact on earnings for the first h:ili['l of 2002 totalling 440
million enros (282 rillion euros after tax). |
' |
Consolidated revennes were up by 255 million euros (+1.7%) on the first half of 2001 to
14,989 willion euros. Aficr siripping out exchange rate effects,g growth of 3.6% was
posted. ;

The Group gross operating result corresponded to 6,808 milhonkn eures, 2 rise of 217
million enros (+3. 3%) on the first half of 2001, This accounted for | proportion of 45.4% of
revenues (44.7% in the first half of 2001). Excluding exchange rate changes, growth of
4.5% was recorded. ?

Operating income rose by 341 million euros (+10.3%) to 3, 662 million euros, and
amounted to 24.4% of revemmes (22.5% in the first half of 2001). The rise in the absolute
figure was influenced by higher gross operating margins and reducet} depreciation.

Free Cash ¥low from operations corresponded to 4,150 million *euros (+1,508 million
euros).

I
¥

Consolidated net debt fell by 842 million eures compared mql the end of Jast year
(21,942 million ewros), meeting plan targets, and conespondcd to 21,100 million euros
after payment of dividends (3,247 million euros) and the positiveé effect on consolidated
debt of the disposals that took place at 30 Jume 2002, equal tb 1,557 million euros.
Further disposals carricd out after 30 June 2002, produced a debt reduction of 2,307
million eoros, The total effect on debt by disposals concluded by the new management is
equal to 4,314 million euros, and represents over 85% of the tvqo-year disposals plan.
Therefor taking into account the effect of disposals camied out after 30 June 2002, the
consolidated debt would be 18,793 million enros, with a total reduétion compared to year-
end 2001 of approximately 3,149 million euros. The end of year debt targef is confirmed.

More SPedﬁcaﬂY, debt was influenced by:

i

. 1,871 million euros in disinvestment following the disposal c!Jf equity investments in
Bouygues Decaux Telecom (750 million euros), Lottnmatxca (212 million euros)

I
H

3
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and Mobilkom Austria (756 million euros), long-term loans (72 million euros) and
fixed assets (81 million euros). f
e Securitization and factoring of Telecom Italia Spa receivabl?'s, which resulted in a
reduction of approximately 1,033 million euros to the debt figure.
o Transfer of TIM receivables through factoring for a total of 211 million euros.

]
The proportion of debt falling due beyond one year rose from 64% af vear-end 2001 to 73%
at 30 Jmne 2002. This was achieved through the 1 February 2002 2,500 million euro
Telecom Italia SpA bond issue, which was part of the Global Note Program.
Operating income in 2002 is expected at least to match the growth rates recorded in
2001, in confirmation of the anmouncement made to the market on 14 February 2002.

Events occurring after 30 June 2002

Disposaly

e In July 2002 the Telecom Italia Group reached an agreemeilt to bring forward the
effective date of the Auna equity stake disposal. Transfer of the entire Telecom
Italia Group sharcholding, initially scheduled for December 2002, was brought
forward to | Angnst 2002, realizing net proceeds of 1,805 million euros; a further
193 million euros was payable as rermbursement for capital increases paid to Auna
by the Telecom Ytalia Group as at 30 June 2002. The deal fesulted in a net capital
gain for the Group of 1,027 millen euros. '[

e On 1 August 2002 the Group completed the sale of Telemaco Immebiliare (in
which Telecom Htalia held a 40% stake) to Mittus, a compahy indirectly controlled
by the US-based Whitehnll real estate fund, in a deal led by the Goldman Sachs
Group. Telecom Italia Group income of 178 million eurosis supplemented by 40
million euros from redistribution of reserves. The Grpup net capital gain
corresponded to 64 million eures. It is expected that there will be subsequent
adjustments to the price in favour of the three selling parties, conditional upon the
balance sheet sitnation and the realization value of certain assl'cis doring the course of
2002.

e In July Finsiel struck a deal with the Italian Ministry of the Economy and Finance for
disposal of 100% of Segei, the company which runs the Italjan revenue tax records
service. Transfer of the shareholding was undertaken for a giale price of 36 million
euros, plus redistribution of reserves worth 25 million euros; The positive impact on
Group debt was 201 million euros.

« On 2 August Telecom Jtalia reached an agreement with Finmeccamica for the
disposal of Telespazio and a mumber of associated instaflations. The aggregate
tmpact on Telecom Malia Group met finsmcial horrowings will correspond to 245
million euros, alongsidec a mnet capital pain of 53 milliém earos. The deal is

!
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conditional upon receipt of approval by the Competition qnd Market Regulatory
Anthority. . ,
I
s On 26 Augost the stop-loss and disposal of the equrty smke in 9Telecom was
completed. At the same time a 7% stake was acquired in LDCom. Provisions for the

282 million euro goodwill exit charge for the Group had a]p:ady been allocated in
the first half of 2002. .

l
r

e On 26 August the Telecom Halia Group agreed with its fellbw-pm*mers in Solpart
Participacies (which indirectly controls Brasil Telecom) to Ieduce its own stake in
Solpart (from 37.29% to 19% of ordinary stock) through the sale of 18.29% of the -
company’s ordinary shares to Timepart Participagdes and Techold Participag&es. This
reduction was made in order to facilitate start-up of GSMiservice in Brazil. The

operation requires approval by Anstel, the Brazilian regulatory authority.
!

Disposals undertaken after 30 June 2002 bave genq"ated a reduction in
consolidated net debt of 2,307 million euros, and a benefit on net income equal
to 1,108 million euros. {

[
Further operations after 30 Jyne 2002 l

* On7 August 2002 TIM signed a preliminary agreement with the shareholders of Blu
S.p.A. for acquisition of 100% of shares in Jtaly's mumber four GSM carrier. This
disposal is being undertaken as part of a single overarching | ﬂeal requiring the prior:
transfer of different parts of the company to Vodafone Ommitel S.p.A., H3G S.p.A.
and Wind Telecomunicazioni S.p.A.. Completion of the deal is dependent upon a
number of conditions being met, approval by the Ewropean Commission and
approval by the relevamt national anthorities. f

e In August TIM subsidiary TIM International NV acquired a r17 45% holding in Stet
Hellas, a company in which it already had a 63.95% stake, at a cost of around 108
m.llhon euros. After receiving approval from the Antitrust Auﬂlonty, Telecom Italia
aoqmred 86% of specialist Information and Conmmunication Technology outsourcing
services company Epiclink for 60.2 million euros. :

e As part of Telecom Italia's buyback operations, between ] July and 5 September
2002 a total of 7,445,000 savings shares were acquired at ap average price of 5.26
euros per share, for an investment correspondmg to 39 imlhon eurgs; 670,000
ordinary shares were acquired at an average price of 7.71 [euros per share for an
overall investment of 5 million euros. Shares bought back By the company since 1
Jamunary 2002 total 19,345,000 savings shares in exchange for a countervalue of 109
mijllion euros, and 4,270,000 ordinary shares for a countervahie of 35 million euros.

* A number of Telecom Italia Group companies have initialed agreements with Union
Organizations for the mobility of a total of around 3,90 employees. This is in
implementation of the 27 May 2002 agreement regardmg thq 2002 — 2004 Business

l
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{
Plan. The economic effects of this agreement are already covercd by Telecom Italia
SpA extraordinary provisions. |

i
i

|
Telecom Italia S.p.A.

Parent company revenues were equal to 8,430 million euros, a filljof 123 million euros (- -
1.4%) on the first balf of 2001. This slight fall may predominantly be ascribed to income :
from traffic, which fell 6.6% despite a 5.8% rise in the mmber of traffic minutes carried
(comesponding to 191 million euros in increased revennes). Growth in traffic carried on :
behalf of other operators and online traffic (with a consequent rise in the volume of minntes
carried), slowed in terms of revenes from price revisions, which ﬂotably reduced charges
for domestic and international calls; this was partially offset by a 7 W“A tise in subscription
fees.
After taking into account monies owing to other telecommunicafions carriers, revenues
amounted to 6,653 million euros, 2 fall of 179 million euros on the first half of last year (-

2.6%). Once again, the fall is a result of the reductions enforced lqy the Commmunications
Regulatory Authority as part of the Reference Pricing Offer. {

E

The gross operating result of 3,746 million euros grew by 45 niilhon euros compared
with the first half of 2001 (+1.2%), accounting for 44.4% of revepum (43.3% during the
preceding financial year). The iraproved result was achieved through reduced consumption -
and the cutting of labour costs, which offset the lower revenues. |
Telecom Italia S.p.A's operating income, at 2,088 million euros,n recorded a 71 million
euro rise (+ 3.5%) and amonnted to 24.8% of revenues (23.6% in tile first half of 2001).

Parent company free cash flow from operations corresponded to 2,9’A3 million euros (+483
million euros compared with the first half of 2001). !

Patent company Telecom Italia S.p.A. ended the first half of 2002 with net income [|
corresponding to 389 million euroes. This was 265 million euros;(-40.5%) down on the |
fignre for the first half of 2001. Despite the 71 million euro incredse in operating income
(+3.5%), the resnlt was negatively impacted by a worse balance of financial income and
charges (-387 million ouros) and extraordinary income and charges (-148 million eums), :
brought about respectively by losses incurred during disposal of the 9Telecom Group in ‘j
France and by charges for redundancies and personnel mobility. It stiould also be noted that,
as is customary practice, dividends from subsidiary compamcs assomated with profits from |
the current year have not been taken into consideration in the cblmﬂanon of Company !
results for the first half of 2002.

The Telecoin Italia S.p.A dividend policy is confirmed in line with ﬂae previous year, i

s |
| |
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Headcount at 30 June 2002 totalied 59,472, down 1,609 on the year{end 2001 figure. This
was principally the result of redundemcy inducements, disposals arising from mobility
operations pursuant to law 0. 223/1991, and the transfer of personne] following disposal of
the "Vehicle Management” sector of the Company.

Net financial borrowings of 16,816 million euros were fandamentally in line with the
year-end 2001 figire (16,913 million euros), after payout of around ?,306 million guros in
dividends. Debt composition underwent changes following the issue of Telecom Italia
bonds, carried out on 1 February 2002, under the Global Note Program, and after the
entering on to the accounts, mder “medivm/long-term: finsmcial debt®, of the debt to JP
Morgan Chase, following the reduction — from 4.2 to 3.4 euros per share — of the exercise
price for the options on Seat Pagine Gialle shares. !

Domestic Wireline

During the first half of this year the domestic wircline market continued to wndergo strong
competitive pressure, particularly on national traffic. This was fackleﬁ with new commercial
offerings lamched in support of win-back and customer retention inifiatives.

i
Domestic Wireline revennes amounted to 8,400 million euros, dov{m shightly on the same
period during the preceding year (-1%). i
This result is principally fhe result of the implementation of strafegies oriented towerds
price redistribution, and the launch of customer loyalty enhancementitraffic packages.
A further boost to traffic growth (taking the anmal overall call traffi¢ minutes increase up to
+5.8%) was generated by increased minutes from wholesale business. Innovative data
services growth also accelerated, partially replacing traditional data services.

. |
The gross operating result, correspanding to 3,905 million euros, posted a significant rise
(+3.3% compared with the first half of 2001) which filtered through to operating income
(2,407 million enros, +9.5% compared with the same period during the preceding year).
This was achieved throngh cost-cutting initiatives and improved efficiency standards for
invested capital, both policies which were implemented starting in 2001.

Domestic Wireline manages 17,326,000 fixed-line network donmections (of which
5,662,000 are ISDN). New commercial offerings launched during t?:e first half of 2002 for
the residential (Ricomincio da te, Teleconoury Forfait and Teleconomy Zero) and
business markets (Offerta Corporate, Offerta Business and Telecpnomy Zero Business).
New inngvative services were rolled out for corporate data transmission networks and
Internet access through offerings targeted specificaily at corporate and private customers.
These offers inclnde ALICE for high-speed Intemnet ADSL; ADSI% Smart for SMEs; Full
Business Security, a tunkey solotion that protects networks and corporate IT systems from
intrusion; and Wireless LAN offering wireless high-speed Internet access.

Mobile (TIM Group) g
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n the first half of 2002 the Mobile Business Unit recorded higher reyemues, improved profit
margins and lower net financial borrowings. Transactions completed during the period
include disposal of holdings in Bouygues Telecom and Mobilkom Austria.

i

Mobile telephony business unit revenues were equal to 5,185 million euros, a 5.2%
improvement over the same period during the preceding year., Revemue growth was
principally the result of strong performances by parent company TIM, Stet Hcllas, TIM
Peru and TIM Maxitel. After stripping out exchange rate effects, rq‘venue growth of 8.8%
is recorded. ,

The gross operating result, corresponding to 2,488 million euros (+4.7%), accounted for
a slightly lower proportion of revenues than during the first half of st year, principally
because of start-up operations at Brazilian compsanies. After m out exchange rate
effects a growth of 6.7% was recorded.

Consolidated profit after minorities over the period corresponded to 1,295 million euros,
up 79.9% on the first half of 2001.

As at 30 June 2002 the TIM Group provided around 36.4 milfion mobile lines. On
equivalent terms this corresponds to a 15.2% rise compared with 30 June 2001.

As at 30 June 2002 headcount was 17,137. The increase over the year-end 2001 figure
arose predominantly in South American operations. 3

Parent company TIM S.p.A. posted revenues comesponding to 4,190 million euros, a
4.5% mcrease on the same perind during the preceding year. The hross operating result
was 2,132 million euros, Operating income amounted to 1,613 million euros, a drop of
1.5% principally owing to a write-down, for tax purposes, of the UMTS license, and
adjustment of the bookkeeping criteria for techmical deprrecml:lon,i Net income over the

period, at 982 million euros, was down on the same period duting the preceding year, once
more owing to higher tax rate provisions.

Internet and Media

In the first balf of 2002 the Internet and Media Business Umt recorded improved
profitability, Jower net financial borrowings, and extension of ies between its varions
business areas. The Internet business confirmed its positive gross operating result
performance.

Revenues, corresponding to 871 million euros, registered a 5.5% rI!se over the same period
dmmg the preceding year, thanks in part to the performance by Dizectories, despite strong
recessionary tendencies in the advertising market, and performance ﬂy Internet operations.

The gross operating result, corresponding to 209 million euros, sted a significant rise
(+46%) in the wake of the growth achieved in the directories and Internet businesses. These

i

1
i
¢
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improvements were reflected in operating income, which over the (first six months of the
year came to 19 million euros, against a 42 million curo loss during first half of 2001.

At the end of the six-month period Group employees numbered 8, 3d10 This compares with
9,264 at year-end 2001, '
(
i
International Operations [

In the first half of 2002 the International Operations Business Unit posted revemucs of 947
million euros, up 1.4%; the gross operating result rose by 3.2%[ to 192 million euros,

corresponding to 20,3% of revenues. ;

Operating income registered a dramatic mprovemem (+43.4%)|in the wake of lower
goodwill write-downs for subsitiary companies following the devaluations undertaken at
year-end 2001.

Information Technology Market and Information Technology Group

The Information Technology Market Busincss Unit (I7 Mercaio, BU) and Information
Technology Group Business Unit (I’ Gruppo BU) came into existence in early 2002.
Each of these umits conducts operations previously mdertakm by the Information
Technology Services Business Unit, with a focus on the specific cusﬂumf.r base.

The IT Mercato BU (Finsiel Group) is in charge of Telecom Group 5 IT operations oriented
towards external markets, parficulady government markets, mzu corporations and the
finance industry; the IT Gruppo BU (IT Telecom S.p.A.) is mfponsible for managing
activities associated with Telecom Halia Group-oriented technology innovation and IT
services. o

{

!

In iraplementation of the IT sector restructuring plan: |

l
¢ In February 2002 the sale was completed of the mvestmem!m subsidiary company
Lottomatica SpA to Tyche 8.p.A. - De Agostini Group, after acceptance of the Pablic
Purchase Offer. At consolidated Finsiel Group level, this genﬁratnd net capital gains

of 93 million euros.

o In the first quarter of 2002 Telecom Italia S.p.A. transferred its shareholdings in
Netsiel, Sarite], Sodalia and Telesoft to IT Telecom S.p.A.. |
: {

o In June 2002 Finsiel disposed of its equity investments ui Netikos, Telesoft and
Netsiel to IT Telecom S.p.A.. .'

4
l

e At the end of June 2002 IT Telecom S.p.A. acquired 50% of Webegg from Olivetti,
and now controls 69.8% of the company.

!
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+ On 31 July 2002 Finsiel sold its 100% holding in Sogei Lo the Ministry of the
Economy and Finance - Fiscal Policies Department for 36 million euros

(corresponding to the consolidated Finsiel balance sheet value), supplemented by 25
million euros from redistribution of reserves.

s On 2 August 2002 Finsiel entered into a contract, now awailing authorization from
the Competition Authority, for the sale of 100% of Consielishare capital to World
Investment Partners S.A. for 1 million euros.

IT Mercato BU registered revenues corresponding to 553 million enros. On equivalent
consolidation terms, these revenues were down slightly on the same beriod of the preceding
year (573 million euros as at 30 June 2001), The gross operating result and operating
income posted a decrease of 18 million euros after price reductions ib a number of contracts
renewed during the course of the year, while capital expenditure matched the amounts
spent over the same period during the preceding year. IT Mercato B headcount, currently
numbering some 6,315 enployees, is down by 126 compared with 3 | December 2001.

On equivalent consolidation sarea terms, IT Gruppo BU p(l»sted higher revenues
corresponding to 495 million ewros (compared with 451 million euros at 30 June 2001).
The increase may principally be ascribed to imvoicing for hi amounts for work
underway. Headcount, currently numbering 7,523 employees, increased by 719 following
inclusion of the Webegg Group in the area of consolidation.

Réal Estate and General Services

Real Estate and General Services is responsible for managmg and realizing value from the -

Group's real estate assets, as well as offering services orented pﬁmmpally towards other
corporate functions/business units.

In the first half of 2002 revenues, corresponding to 434 million eqros, were pegged back
principally as a result of the realignment — to leading market texrms land conditions — of the
internal charging system used by the Telecom Italia SpA Real Estai:e and General Services
Unit with regard to other functions/business units, in addition to fbrther rationalization of
office space occupied by Telecom lialia corporate structures. ;

Progetto Tiglio. Agreement was reached between the Pirelli Ohvém-Telecom Group and
Morgan Stanley in the first half of the year onemted towards mmtegmton of the real estate
assets held by the compamm concerned, including company 1m1ts which offer real estate
services to these companies, in order o achieve the greatest poqsxble value. Under the
agreement, the Olivetti and Telecom Italia Groups are committed to the transfer of real
estate, units and operations worth a total of around 1,580 million emos The Telecom Italia
portion comesponds to approximately 1,300 nnlhon euros, for gross capital gains of
approximately 170 million euros and met Liquidity which, in a number of stages over
multiple years, is estimated at approximately 650 million ewros by the time the project
comes to a conclusion (inchusive of the Seat Pagine Gialle Group).

10
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A presentation to the financial community of the Group and Parent company half-year
results will take place in a conference call on Friday 6 September at 5:30pm.

Members of the media may follow the conference call by dialling +39 06334807 and then
pressing * followed by 0. In case of difficulties, call +39 06334844.

The presentations will be availabhle on the compimy web site at
wwy.telecomitalia.it/] H2002results 15 minutes prior to the conference call.
. i

. Communication & Media Relations: +3906.3688.2023 or 2066
www.telecomitalia.it/press

Investor Relations: +3906.36882560 or 2381
wyrw.telecomitalia.it/inyestor

11
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Statements of cash flows of Telecom Halla
(mitions of euro)

A NET DEET, AT BEGINMING OF YEAR

B, CASH FLOWS - OPERATING ACTIVITIGS
Net income (oss] for tha pared
vaprecetion and amontzation
(Gains) losses on sales of Intangibles, fixed assats and long-term
Investmente
Writedowns of Intangibias, fivad asssts and leng-term investments
Chenge in warkdng capiial (%)
Net change In reserve for employee termination indesmmities

C. CASH FLOWS - INVESTING ACTIVITIES
Imangbles, fixed assets and long-term investments:
.intangble assets
. fixed ascals
. long-tem Invesiments
Intangiblas, Tixed 2esets and long-term Imvesments purcieed a5 3
result of corporate transactions
Procads from sale, or redemption value, of intangitie, fixed nanets
and lang-tm ktvestments
Intangibles, fived 253els and longsterm investments eold as & resull
of eomporate iransactions

D. CASH FLOWS - INANCING ACTIVITIES
CGantital contributions
Capital grants

E DIVIDENDS

F. CHANGE IN NET DEBT
G NET GENT, AT END OF FERIOD {AF)

(BACHDHE)

S 2002 | 17 Hall 2601 ] Year 2001

I X I 5 D)

&84 151

1.0zz 8524

()] (241)

188 3.148

1538 514y

19 (6)

53 5.559

{2.381) (8.455)

242 727}

(820} {1.738)

(1.328) (2.029)

(45) {413

149 975

144 50 280

(1.342 {2.277) {3.653)

g 9 10

g 2 19

! -

] 1 2

(2.308 (2.308) (2.309)
% 547

) The difference with respect to the "balance sheels” Is due to eviries affecting working capial, They eferto changes

In eapltal grants, the use of the mserve lor lesses of subsidiaries and afiitales, the adjusbment

racefvable to pefdod-end exchange rates
Tha change in net debt Is due to the folfowing:

of mediurn/iong-tesm loans

{milions of eurg) A~ Half 2002!] 1" Half 2001 |_Year 2001
Increases (decreases) of medium/iong-tern debt 2. 3058
Inreases (decreases) of short-berm bormowings (2.77‘9’ 2511}
Jotal o0 BaT 74
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TELECOM

Balance_s_heeb of Telecom ltalia

(mitfions of surm)
[ E302M7 | 12312001 5302007
i
A INTANGIBLES, FIXED ASSETS AND LOMG-TERM :
INYESTMENTS '
Intangible assats 1.340 ' 1.318 1.160
Fixed gasals 13468 14,109 14582
' pag-temt nvestments
D eaguity investments and advancey on future capltal
contributians 17.141 18.149 20881
O ather 297 221 prrl
32871 i 9T 36.834
B. WORKING CAPITAL '
Iweriories ™ 77 104
Trade accourts recefvable 5082 5104 5239
Other eseets 2.812 3.888 1.566
Trade accounts payable } 3.163) (8.548) . (3.749)
Reevryes for risks and cherges {1.268) {1813y} C @)
Qiher fabilities (4.580) (3.875) (4.273)
(1.041) 12 [FA=E]]
c. INVESTEG CARITAL, net of operating labilidas 31.830 33,6808 34.501
DL RESERVE FOR BMPLOYEE TERMINATION INDEMNITIES {1.04£) {1.025) {1.050)
E.  INVESTED CAPITAL, net of operating liabilities and
ressrve for empieyss termination indetmnitias 30.704 22.784 33.7851
Financed by: i
E. SHAREBHOLDERS' EQUITY H
Shara capital pafd-n 4.024 4023 4.02:3,
Rezerves and mimined earnings 8.6555 11.697 11.688
Netineome 385 151 854
131568 X 46.585
L= MEDIUM/LONG-TERM DEBT 15063 10,371 8248
H. NETSHORT-TERM EORROWINGS :
Shert-term bonowings 5.0B8 7.636 13.101
Liquid azsets and short-tarm Aranclal asszis (1.509) [1.248) (2.042)
Financial acorusd axpahse (Income) amd deferred expense
{income) net 204 2% 81
. 3,783 344 11.140
16.916 16.81 17386
L, TOTAL 30.764 4 35,751

tahelke comunieato starmpa in euro_ingioce Xis

9703

TIHMTIVM ¥ HT0d SIAVA

TSOT 8TF L0OZO0 %%+ XvVd 80:8T 20. 60/20




TELEC

raLia

Statements of iIncome of Telecom Halia

{milfions of euro)

17 Half 2002 alf 2001 | Year 2001

A. SALES AND SERVICE REVENUES 3.430| 8.553 17.308
Changes in inventary of confract work in process (4) (14) {19)

Ine in capitalized interral ranstruction costs 7 3 8
Qpearating grants Q] . 0 Q

B. STANDARD PRODUCTION VALUE 8433 | 8.542 17295/
- Rawmatstials and cutside services (%) &.382)] | (3498)]  (7.109)
. VALUE ADDED 5.041f ! 5.044 10,187
Labur costs (%) 1.285) 1.943) (2.818)

D. GRO3S OPERATING PROFIT ar W 78M

Depreciation and amortizaton {1-486) {1.8232) 321
Othar vajugtion adjusiments {89} 38) 59y

Provisions o reserves for risis and charges (34) ! (38) (100)

Net ather incoma {expense) (29| | 30 {8,

E. OPERATING INCOME 2,088 - 2017 3.983
Netinvestmentz and financia) expsnse (1.144) (757) {a7n

: of wich value adjustiments {902} {319) (778)
F. INCOME BEFORE EXTRAORDINARY ITEMS AND TAXES 044 1.280 3508
Net extraordinary expense (232) (B4)! 2853
G. INCOME BEFORE TAXES 712 1476 713
Income xes {323) 52 {582)

H. NET INGOME 389 854 181

LT0

F; Regucad by related cost recaverias

tahefle comunicatn stampa in suro_inglese xis

TIAKAAVA ¥ MT0d STAVA

i e — ra e

TSOT 8TF L0%0 ¥¥+ XVd 60:8T 20,

60/50




ESESTELECOM

Consolidated balance sheets
(milfiors of awo)

2602 ] 12.87.2007 ] 6620.2001 (9] %.90.2001

A INTANGIBLES, FIXED ASSETS AND LONG-

i
i
TERN INVESTHENTS !
Intangible sscels 15,142 16497 | 17.562 18,160
Foed assels 20.302 2u7ET) 0 2172 24848
Long-temn imvastments: i
. equity Invastrrenls sind sdvainaas on future i
capital corributions 5496 E.SBSI { 8487 8.023
, other 381 478 884 605
) 41,381 45018 48.503 51.434
B. WORKING CAP{TAL i .
frventoiss . 533# 836 | 1020 1.050
Trade accounts receivalile 8,538 a6 | 83285 8744
Cther azets 4.249 20474 | 3.085 3172
Trada ascounts payabie 5410y {6.793) (8.548) {6.815)
Reservas for risks end chames (3.348) {3.053) (1.248) 2.094)
‘Other llabilties (7.357 (5.601) (B.014) (7.005)|.

{2.698) E.ME) {2.877) l&asg

c. INVESTED CAPITAL, hat of oparating

liabilities’ {A4+E) 38838 42,600 45578 48.558
p. RESEMVE FOR EMPLOVEE TERMINATION
INDEMNITIES (1.391) (L.e50)| : {1.363) {1.389)
]
E. INVESTED CAPITAL, net of opereting )
liabThties and reserve for employee ¢
termination indemnitles {C+D) 37.245 41250 4 47187
1)
Flnanced by:
E. SHAREMOLDERS' EQUITY )
Parent Company Interest 11265 13.522 16202 16202
Minorfly indarest 4,880 B8.786 5.613 5.528
16,145 19308 21.816 22.728
. MEDIUNMLONG-TERM DEBT A7.067] ___18.083] | 15646 17291
H. NET SHORT-TERM BORROWINGS
Shartterm bomowings B.388! 2114 1287 14.046
Uiquid esseta and short-berm Mnancial assets 2414 (3.505) (8.264) {7.05%)
Finanuel accnied expense (income) and
deferred expense (income), net 58 250 145 181
4,035 S,BED 6.598 7.168
{GHH] | 21.100. 21,942 22 344 24.459
. TOTAL __ (RGrH) 87245 Wi ~a7.1%7|
[&] Resmtted to give GlTect to the cansolidation of a Nortel Tversara group vsing tha fead of the proportions! oneolidation

(") Net of “recaivables from sherehoiders for sapital cantributions”
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[ EERETELECOM | e

Consolidated statements of income
(milons of aura)
] 1 WAt 1" Matf Yoar
2002 2001 ) Z001 2001

A, SALES AND SSRVICH REVENUES 14989 14.784 16585§ 30818
Changes In imventories of work in progress, seniniened and finishod goods 1 1 2 0
Changes in invertory &f sareract wark in procese [ 10, 180 (415)
Increases in caphafized intermal cohatruction costa 248 169, 158 s
Operafing grants 4 10 10, 24

B, STANDARD PRODUCTION VALUE 161 1510 L) I E T
Raw materials ard outeide Setvicea () 8112) a1 5456)| (12049

G, VALUEADDED mesr LI [X-->) 1268
Labor coats (™ ) | [rR:Cob) 2 4.

D. GROSS OPERATING PROFIT - [-X [X=7] TO8 13819
Deprecialion @id amortizefon (2.896) {3.028), (A28}  (8.279)

of which gaoavalr {431) 518 ] {1.02%

Cihar valugtion adiLatments 2 ( (2404 (455)
Proviscns 1o tesefves for neka end cherges (62) ( (%) (278)
Net egher Incama {expense) 5 42 B3

E OPFRATING INCOME 2,682 X1 34N [X3]]
Net knvestments ahg Arencial expanse (121 u 4371 (53| (=8

oF which value adfustments 1 (463 2 1.558]

F. INCORE HEFORE EXTRADRDINARY ITEMS AND TAKES 2924 1 9.562 2719
Net exdraordimily Meoma (epenas) . 108 41 . 452

3. INCOME [LOSS) BEFGRE TAXES 2477 1 2.088 {738
Tnodine toxes 1,085} 1,160 1.21 2

H. NETINGOME (LOSS) BEFORE WINORITY INTEREST 1392 (1.658}
Minoy fntsrest {£22) (=8| A1

L NET INCOME ' 770 iz Aad| {2

o give et o the Consalzlion o ihe Noral Inversoia group Ueing o equily mekned Instesd mhem?urﬁm cormsdiidabon mmethod
{™ Raxiuced by retaten soat reocwries

tubelie somunisats Sempa in euro_ingesaxis
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Consolidaied statements of cash flews
{mitions of su1t) I

ro! | 2000¢) | 2001 | Year2om

A HEY DERT, AT BEGINNING QF YEAR
CHANGSE N 8GOPE OF CONSOLIDATION

;
:
|
i

Diyreciation and amartization

{Gmins) losses on saes of intng™las, fied aseets 5nd long-lefn invesiments
YémEdonns of Nngiuic, [Lae) ol wal kn ardain imvestments

Chargre In wsridng capt@)

Net change In reserve for eripieyee temination indemnities

Foreign exchange gaits (kasea) end other changes

D.  CASHFLOWS-INVESTIRG ACTWITES
Intangiien, feed aseats and [ong-tarm Mvestments:
. infengibla ausals
goadwii
oiher hvesmonts
. fiad gxsmty

. lorag-teit investmants
Praeedafmmsala of redemption vaive, of Intang/ble, fored aceats and long-bim

am

CHANGE N WET DEBT (B+CHMHE)

M NET DEET, AT END OF PERIOD A
ﬁﬁ mEmEMEwNEWrloﬁlwemwpumﬁmuﬂmlmu

N
() The ifference with respect tn the "conaoiidated belance sheele” in dus to ehanges in capital grants ang ﬂﬁmlhﬁm of reservee for risies &l charges

The chenps in net debt /s due ta the followimz

Of e
IrcrEses (ACLTEABEE) O mmm;n debt

Incrasses (deereases) of ehortemm barowings

bﬁ'm""nmu D Ve STt 10 UR GOREDICIATGN Of Ukz [{QNN] IVErs0ra grotip Using Ut eq0ny
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Cautionary Statement for Purposes of the “Safe Harbor” Provision of the United
States Private Securities Litigation Reform Act of 1995. The Private Securities Litigation
reform Act of 1995 provides a “'safe harbor” for forward-looking statements. The Press Release
included in this Form 6-K contains certain forward looking statements and forecasts reflecting
management’s current views with respect to certain future events. Telecom Italia’s ability to
achieve its projected results is dependant on many factors which are outside of management’s
control. Actual results may differ materially from those projected or implied in the forward-
looking statements. Such forward-looking information involves risks and uncertainties that could
significantly affect expected results and are based on certain key assumptions.

The following important factors could case the Group’s actual results to differ materially
from those projected or implied in any forward-looking statements:

» the continuing impact of increased competition in a liberalized market, including
competition from global and regional alliances formed by other telecommunications
operators in Telecom Italia’s core domestic fixed-line and wireless markets;

¢ Telecom Italia’s ability to introduce new services to stimulate increased usage of its fixed
and wireless networks to offset declines in its fixed-line business due to market share loss
and pricing pressures generally;

» Telecom Italia’s ability to achieve cost-reduction targets in the time frame established or
to continue the process of rationalizing its non-core assets;

s the impact of regulatory decisions and changes in the regulatory environment;

s the impact of the economic crisis in Argentina, the slowdown generally in Latin
American economies and the slow recovery of economies generally on Telecom Italia’s
international business focused on Latin America and on its foreign investments and
capital expenditures;

e the continuing impact of rapid changes in technologies;

s the impact of political and economic developments in Italy and other countries in which
the Group operates;

e the impact of fluctuations in currency exchange and interest rates;

e Telecom ltalia’s ability to implement successfully its 2002-2004 Industrial Plan,
including the rationalization of its corporate structure and the disposition of Telecom
Italia’s interests in varions companies;

o  Telecom Italia’s ability to successfully achieve its debt reduction targets;

e Telecom Italia’s ability to successfully roll out its UMTS networks and services and to
realize the benefits of its investment in UMTS licenses and related capital expenditures;

¢ Telecom ltalia’s ability to realize the benefits of the merger of SEAT and Tin.it;
e SEAT’s ability to successfully implement its internet strategy;

o Telecom Italia’s ability to achieve the expected return on the significant investments and
capital expenditures it has made in Latin America and in Europe;
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e the amount and timing of any future impairment charges for Telecom talia’s licences,
goodwill or other assets; and

» the impact of litigation or decreased mobile communications usage arising from actual or
perceived health risks or other problems relating to mobile handsets or transmission
masts.

The foregoing factors should not be construed as exhaustive. Due to such uncertainties
and risks, readers are cautioned not to place undue reliance on such forward-looking statements,
which speak only as of the date hereof. Accordingly, there can be no assurance that the group will
achieve its projected results.
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