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Milano, 28 ottobre 2019 - Tim rende noto che in data odierna I'agenzia di rating S&P Global

Ratings ha confermato il giudizio di rating livello BB+/B con outlook stabile.

Allegato il giudizio dell’agenzia di rating

Telecom Italia S.p.A.
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Leverage at Telecom Italia SpA (TIM) will peak at 4.2x in 2019, driven by fierce competition in the domestic
market after lliad's entry last year, and the International Financial Reporting Standard (IFRS) 16 lease
adjustment to debt.

We expect a cash flow-led decline in leverage of about 0.3x per year thereafter, thanks to reduced capital
expenditure (capex), stabilizing domestic operations, positive Brazilian contributions, and efficiency-driven
margins.

We are affirming our 'BB+/B' ratings on TIM.

The stable outlook reflects our expectation that TIM will deleverage materially and sustainably below 4x in
2020, driven by of our assumption of a sharp and sustainable rebound in free operating cash flow (FOCF) to
more than €2 billion from 2020, leaving about €1.7 billion for absolute debt reduction annually.

PARIS (S&P Global Ratings) Oct. 28, 2019--S&P Global Ratings today took the rating actions listed above.

We expect adjusted leverage will temporarily peak in 2019 at 4.2x, above our range for the rating. We have
decided to expand our downside rating trigger for TIM to 4x to reflect the non-operating accounting impact of
IFRS16 on adjusted leverage, which is in line with peers, and a proforma deconsolidation of Inwit.

The increase in leverage is driven by weaker domestic EBITDA on an organic basis (pre-IFRS16 adjustments)
due to competitive pressures in the Italian mobile market after lliad's entrance. It also reflects higher debt
arising from IFRS16 lease capitalization, which we expect will add about €3.6 billion to our adjusted debt
figures. Although slightly offset by an accompanying EBITDA add-back of about €700 million, the net impact
still adds about another 0.1x leverage versus 2018.

We forecast top-line revenue stabilization in 2020 and sustained lower capex driving strong cash flow-led
deleveraging to levels sustainably and materially below 4x. The Italian mobile market is stabilizing and all the
main carriers have increased prices in 2019, repairing some of the market turbulence created by lliad's entry
last year. We expect recent trends of increasing mobile average revenue per user (ARPU) and declining mobile
number portability will continue, allowing TIM to finish 2019 with stabilized operating trends in Italy. We
expect contributions from the Brazilian operations, which have been consistently strong on an organic basis,
will benefit from lower macroeconomic and currency headwinds in our forecast, driving a positive net
contribution to consolidated revenue. Combined with sustainably lower capex of €3.6 billion-€3.7 billion,
incremental profitability improvements, and reduced working capital needs after a spike in 2019, we expect
recurring FOCF before spectrum of at least €2 billion will materially deleverage TIM below 4x adjusted.

We are expanding our leverage threshold to 4.0x from 3.8x. This is both because we do not think the 2019
IFRS16 adjustment is reflective of a change in credit quality, and because our prior, tighter threshold was
partially to offset the favorable impact of consolidating Inwit despite minority ownership. Deconsolidation
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removes this need. Upon deconsolidation we will apply our operating lease adjustment to TIM's master service
agreements with Inwit, increasing pro-forma adjusted leverage a further 0.1x in 2020. This is consistent with
our ratios and adjustments criteria guidance for tower master service agreements, despite their being
expensed under IFRS16 accounting principles. However, our assumptions on dividends and proceeds from a
further sell-down to 25% of Inwit ownership, as well as a deconsolidation of Inwit's IFRS16 debt, primarily
arising from ground leases, is likely to fully offset our operating lease adjustment.

The stable outlook reflects our expectation of adjusted leverage falling materially and sustainably below 4x in
2020 and adjusted funds from operations (FFO) to debt rising to 20% from 18% in 2019-2020. Improvements
in that range will come mainly from improvements in recurring FOCF which we expect to rise sustainably
toward 10% of adjusted debt in 2020.

We could lower the rating if we no longer expected adjusted leverage to improve sustainably below 4x. This
could stem from higher-than-anticipated capex or working capital requirements that constrain FOCF below €2
billion beyond 2019. It could also be the result of operational factors like an unexpected return to
unsustainable mobile competition that depresses ARPU or causes churn levels to spike, or from longer-term
fixed-line deterioration under pressure from Openfiber. If, contrary to our current expectations, TIM moved to
relinquish control over its fixed-line network, we could also consider a downgrade based on a weaker business
profile, unless offset by material deleveraging.

We could raise the rating if we expect sustainable adjusted leverage comfortably below 3.5x, and an increase
in FFO to debt toward 25% and FOCF to debt sustainably above 10%. Further progress in strengthening
governance at the board level, such that there is long-term clarity in the company's strategic priorities, asset
plans, and financial and shareholder policies, will also be required for ratings upside.
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant
factors, have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction
with such criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete
ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by
this rating action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the
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Ratings search box located in the left column. Alternatively, call one of the following S&P Global Ratings
numbers: Client Support Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33)
1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.

Primary Credit Mark Habib, Paris (33) 1-4420-6736;
Analyst: mark.habib@spglobal.com (mailto:mark.habib@spglobal.com)
Osnat Jaeger, London (44) 20-7176-7066;
osnat.jaeger@spglobal.com (mailto:osnat.jaeger@spglobal.com)
Industrial Ratings Europe;
Additional Contact: Corporate_Admin_London@spglobal.com
(mailto:Corporate_Admin_London@spglobal.com)
No content (including ratings, credit-related analyses and data, valuations, model, software or other
application or output therefrom) or any part thereof (Content) may be modified, reverse engineered,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The
Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as
well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee
the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any
errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of
the Content, or for the security or maintenance of any data input by the user. The Content is provided on an
“as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT
LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE,
FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE
UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence)
in connection with any use of the Content even if advised of the possibility of such damages.

Secondary Contact:

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion
as of the date they are expressed and not statements of fact. S&P’s opinions, analyses and rating
acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any
securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes
no obligation to update the Content following publication in any form or format. The Content should not be
relied on and is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment and other business decisions. S&P does not act as
a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives. Rating-related publications may be published for a
variety of reasons that are not necessarily dependent on action by rating committees, including, but not
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating
issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw or
suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever
arising out of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the
independence and objectivity of their respective activities. As a result, certain business units of S&P may have
information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of certain non-public information received in connection with each analytical
process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of

securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public
ratings and analyses are made available on its Web sites, www.standardandpoors.com
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(http://www.standardandpoors.com) (free of charge), and www.ratingsdirect.com
(http://www.ratingsdirect.com) and www.globalcreditportal.com (http://www.globalcreditportal.com)
(subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees (http://www.standardandpoors.com/usratingsfees).

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the
individual to whom they have been assigned. No sharing of passwords/user IDs and no simultaneous access
via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as
provided herein, contact S&P Global Ratings, Client Services, 55 Water Street, New York, NY 10041; (1) 212-
438-7280 or by e-mail to: research_request@spglobal.com (mailto:research_request@spglobal.com).
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