TERMS AND CONDITIONS OF THE NOTES
EURO 18,500,000.00 Tiscali S.p.A. CONVERTIBLE NOTERJE 2020
“Tiscali conv 2016-2020"
(ISIN Code: IT[ ])

The following is the text of the Terms and Condgi¢theConditiong of the Notes which
will be endorsed on each Note.

1.

DEFINITIONS

For the purposes of these Conditions, capitalisatdg not otherwise defined herein
shall, unless the context otherwise requires, tiaedollowing meanings:

Business Dayneans a day on which commercial banks and foesighange markets
settle payments and are open for general busineskiding dealing in foreign
exchange and foreign currency deposits) in Milaaly]).

Business Day Conventiomeans, if any date referred to in these Conditiwhigh

is specified to be subject to adjustment in acaoedavith a Business Day Convention
would otherwise fall on a day which is not a Busei®ay, then such date shall be
postponed to the next day which is a Business Ddgss it would thereby fall into
the next calendar month, in which event such daédl §e brought forward to the
immediately preceding Business Day.

Conversion Ratiosubject to the Conversion Price Adjustment setim@ondition
6(e), means the ratio between (a) the principal Lamh@f the Notes subject to
conversion and (b) the Conversion Price. If, upamversion, a Noteholder is entitled
to obtain a non-integer number of Conversion Shasash Noteholder shall be
granted in exchange for the Notes to be convertednaber of Conversion Shares
equal to the closest whole number (by excess @ctleds the case may be), without
being entitled to fractions of Conversion Shares.

Conversion Pricemeans Euro 0.06 per share.

Conversion Sharemeans the newly issued ordinary shares of thetsaith regular
exercise godimento regolargeto be attributed by the Issuer to the Noteholdkgien
conversion of the relevant Notes at the ConverBatio, considering that as of the
date of signing of the Conditions one Note candreverted into no. 8,333,333 shares
(subject to further adjustment in accordance whi provisions set forth below, if

any).



Day Count Fractionmeans, with respect to an Interest Period, theahaumber of
days in the Interest Period in respect of whichpayt is being made divided by 360.

Final Maturity Date means the date falling on 30 September 2020.

Initial Subscribersmeans, jointly, Rigensis Bank AS a@tkritie Capital International
Limited.

Insolvency Lawmeans Royal Decree 267/1942, Law Decree 26/197§islative
Decree 270/1999, Law Decree 347/2003, Law Decr&1986 and any other law
applicable in Italy or in any other relevant juicttbn relating to bankruptcy,
insolvency, winding up, liquidation, reorganisationrelief of debtors

Insolvency Proceedingneans any procedure, agreement or plan providetyo
Insolvency Law or to which Insolvency Law applissich as, without limitation,
bankruptcy, insolvency, winding up, liquidationprganisation or relief of debtors,
fallimentq concordato preventivo, accordi di ristrutturazionader article 182-bis
Royal Decree 267/194piano attestataunder article 67 par. Il lett. d) Royal Decree
267/194 amministrazione straordinariandliquidazione coatta amministrativa

Interest Payment Dateneans the date falling on 31 March and 30 Septeofleach
year (or, if any such date is not a Business Dayjrhmediately following Business
Day, starting from and including 31 March 2017 apdto and including the Final
Maturity Date.

Interest Periodmeans each semi-annual period starting from (kaluding) an
Interest Payment Date and ending on (but includihg) immediately following
Interest Payment Date, starting from (and inclugi®iy March 2017 until the Final
Maturity Date,provided thathe first Interest Period shall begin on (andudel) the
Issue Date and end on (but exclude) 31 March 2017.

Issue Datemeangd] 2016, with respect to the Notes to be subscribg the Initial
Subscribers, and the date of subscription by tlevaat Noteholders, with respect to
the remaining Notes.

Major Change in the Shareholdingneans the aggregate percentage of the voting
share capital of the Company owned directly anaghdirectly (including by way of
controlled entities) by all the Relevant Sharehddlling at any time below 15
(fifteen) per cent. of the voting share capitathed Company.

Material Adverse Effectmeans an effect, event, matter or circumstancan(pseries
of any thereof) which is materially adverse to:



(@) the business, assets or financial condition ofl$saer or any company of the
group to which the Issuer belongs to so as to greguthe ability of the Issuer to
perform and comply with its payment obligations enthe Notes; or

(b) the validity, legality or enforceability of the daments regarding the Notes or
the rights of any Noteholder under the Notes.

Noteholdersmeans the ultimate holders of the Notes from tionéme as registered
in the Noteholders’ ledger.

Qualified Investorsmeans a qualified investorivestitore qualificatt), pursuant
to Article 100 of the Financial Act, Article 3#r paragraph 1(b) of Consob
Regulation 11971 of 14 May 199R&golamento Emittentand a private professional
client (“cliente professionale privatp pursuant to Article 26 paragraph 1(d) of
Consob Regulation No. 16190 of 29 October 20R&gplamento Intermediari

Relevant Authorized Intermediargneans the authorized intermediary, participant in
Monte Titoli, where each Noteholder has depositeddtes.

Relevant Capital Increasaneans the capital increase of the Issuer approyede
Issuer's shareholder meeting and authorizing theeisf the Conversion Shares.

Relevant Dataneans each date on which any payment under thesNiodt becomes
due by the Issuer.

Relevant Jurisdictionmeans Italy or any political subdivision or anytharity
thereof or therein having power to tax any othaisgiction or any political
subdivision or any authority thereof or therein ingvpower to tax to which the
Issuer, as the case may be, becomes subject iectesipthe issuance of the Notes
and the payment obligations related thereto.

Relevant Shareholdermeans:

(a) Otkritie Disciplined Equity Fund SPC;

(b) Investment Construction Technology (ICT) Group Ltd;
(c) ICT Holding (BVI) Ltd; and/or

(d) Mr. Alexander Nesis.

Subscription Periodneans the period available for the subscriptiothefNotes and
running from the Issue Date of the Notes until 8duary 2017.

Trading Day means any day in which Milan Stock Exchange isndpetrading.



2.
(@)

(b)

ISSUE, FORM, DENOMINATION AND TITLE
Issue

The Euro 18,500,000.0riscali S.p.A. Convertible Notes due 30 SepteniistO
(theNotesand each &lote), so-called “Tiscali conv 2016-2020” are issuedine or
more fungible tranches by Tiscali S.p.A., a shavengany §ocieta per aziopi
incorporated under the laws of Italy, with registéroffice in Cagliari (ltaly), Sa
llletta, SS 195, Km 2.300, VAT and ltalian taxpag/ezode No. 02375280928 (the
Issuen).

The Notes are issued by the Issuer on the reléssue Dates at 100 per cent. of their
principal amount (théssue Pricg and will give to each Noteholder the same rights
as from the relevant Issue Date.

The Noteholders will be entitled to subscribe tlogds$ during the entire Subscription
Period.

Form

The Notes are issued in bearer dematerialised &nthwill not be represented by
paper certificates. The transfer and exchangeeoNtttes will take place exclusively
through an electronic book-entry system managetlbgte Titoli S.p.A. Monte
Titoli). Accordingly, all Notes shall be deposited by ithewners with an
intermediary participant in Monte Titoli. The inteediary will in turn deposit the
Notes with Monte Titoli.

To transfer an interest in the Notes, the transfandl the transferee are required to
give instructions to their respective intermediguri the transferee is a client of the
transferor’s intermediary, the intermediary wilingly transfer the Notes from the
transferor’'s account to the account of the traesfelf, however, the transferee is a
client of another intermediary, the transferor'semmediary will instruct the
centralised clearing system to transfer the Nadethé account of the transferee’s
intermediary, which will then register the Notestba transferee’s account.

Each intermediary maintains a custody account &oheof its clients. This account
sets out the financial instruments of each clieadttae records of all transfers, interest
payments, charges or other encumbrances on suchnents. The account holder
or any other eligible party may submit a requesh®intermediary for the issue of a
certified account statement.

In such circumstances, it will not be possible #&Noteholder to obtain physical
delivery of certificates representing the Notes.



()

(d)

(€)

(@)

Denomination
The Notes are issued in the denominations of EQ80®0.00 each.
Corporate capital and shares

As of the first Issue Date, the corporate capitahe Issuer (i) is equal to Euro [e],
fully paid up and (i) is divided into no. [¢] ongary shares without nominal value.

Resolution of extraordinary shareholders’ meetifghe Issuer

The issue of the Notes has been resolved upon]hbyf [the Issuer on [¢]. Such
resolution has been registered in the competentp@oras’ Register on [].

On [+], the extraordinary shareholders’ meetinghef Issuer resolved upon a share
capital increase of the Issuer for an amount etgualmaximum amount of Euro [¢]
and the issue of maximum no. [*] Conversion Sh&esuch different number of
shares which will result pursuant to the Conver&atio), reserved for the purposes
of the conversion of the Notes in accordance widsé Conditions.

STATUS OF THE NOTES

The Notes are direct, unconditional and unsecubdidations of the Issuer and will
rank at any timeoari passuwith any other present and future unsecured @edit
the Issuer but, in the event of insolvency, onlyhi® extent permitted by applicable
laws relating to creditors’ rights.

INTEREST
Interest rate, Interest Payment Dates and IntelRestods

The Notes bear interest on their principal amounstanding at the fixed rate of 7.0
per cent. per annum (theterest Raté¢ from (and including) the Issue Date.

The amount of interest payable in respect of eaate for any Interest Period shall
be calculated by applying the Interest Rate tortbminal amount of each Note,
multiplying the product by the relevant Day Coumadiion (not adjusted in
accordance with the Business Day Convention) anddimg the resulting figure in
accordance with Condition 13 (Rounding).

Interest on the Notes is payable in arrears on Baelest Payment Date (or, if such
day is not a Business Day, on the next succeedirsinBss Day), the first payment
date being the Interest Payment Date occurringlok&ch 2017



(b)

(©)

(@)

(b)

Unless previously redeemed, converted or canceflach Note shall cease to bear
interest on the date on which all amounts duespeet of such Note are received by
or on behalf of the relevant Noteholder.

Default Interest

If the Issuer fails to timely pay any sums duedspect of the Notes, then, during the
period comprised between (a) the relevant due(datiided) of such unpaid amount
and (b) the date (included) on which the Issuefopers in full its relevant payment
obligation, the relevant unpaid amount shall autiicalty bear, and the Issuer shall
pay in respect of any such unpaid amount, additiomerest at a fixed rate equal to
2 per cent. per annum (tBReefault Interes).

Calculation

Whenever it is necessary to compute an amounterfast in respect of the Notes for
any period (including any Interest Period), sudenest shall be calculated on the
basis of actual days elapsed in a 365-day yeaif @my portion of an Interest Period
falls in a leap year, the sum of (i) the actual bemof days in any portion of such
period falling in a leap year divided by 366 anjtfie actual number of days in that
portion of such period falling in a non-leap yeasded by 365).

TRANSFERABILITY
The Notes shall only be transferred to Qualifiegeltors.

The Initial Subscribers shall not be entitled smsfer the Notes to more than 8 (eight)
Quialified Investors.

The Noteholders (other than the Initial Subscripehall be entitled to transfer their
Notes, in whole but not in part, only to Qualifietestors.

REDEMPTION, CONVERSION AND CANCELLATION
Redemption at the Final Maturity Date

Unless previously redeemed, converted or canceltedrovided below, the Notes
will be redeemed at their principal amount, togethéh any accrued and unpaid
interest, on the Final Maturity Date.

Early Redemption

The Issuer may early redeem, in full or in parg Motes, together with any accrued
and unpaid interest but without any penalty, febreak cost, at any time following
30 September 2017.



(©)

(d)

The early redemption right shall be exercised lwngi to the Representative of the
Noteholders a three months prior written notice.

The early redemption right shall be exercised fom@imum amount of Euro
1,000,000.00 of the principal amount outstandinthefNotes, to be allocated on all
the outstanding Notgwo-rata andpari passu

Automaticconversion in full

Unless previously redeemed or converted, all olNbtes outstanding as at the Final
Maturity Date shall be automatically converted i@onversion Shares pursuant to
the Conversion Ratio (theutomatic Conversioi

The Automatic Conversion shall be effective witbiBusiness Days from the Final
Maturity Date.

On the Final Maturity Date any accrued and unpatierest shall be paid by the Issuer
to the Noteholders in full in immediately availalilends on such date.

In the event of Automatic Conversion, the Issueatlisteliver the relevant Conversion
Shares in favour of the Noteholders, in the accauwtitated by the Noteholders in
writing, by no later than ten Trading Days from #iral Maturity Date.

Voluntary conversion

Each Noteholder shall have the right, in its ab®otliscretion, to convert the Notes,
in whole or in part, into Conversion Shares in adaace with the Conversion Ratio
at any time after 31 March 2017 until the Final May Date, and shall give notice
in writing thereof to the Issuer and to the Rel@vAathorized Intermediary, (in
accordance with Condition 12 or otherwise), sulistty in the form annexed to
these Conditions Notice of Conversior).

The minimum amount to be converted shall be Eu@ @D which is equal to the
principal amount of one Note and, if the amourtbéaconverted is greater than Euro
500,000, then such amount shall be an integraliptellof Euro 500,000.

The Issuer undertakes, upon receipt of the Notic€anversion by the relevant
Noteholder, to deliver the relevant Conversion 8kan favour of the Noteholders,
in the account indicated in the Notice of the Casim, no later than ten Trading
Days following receipt of the Notice of Conversion.

On the issue date of the relevant Conversion Slaamgsiccrued and unpaid interest
shall be paid by the Issuer to the Noteholderalhiri immediately available funds
on the immediately following Interest Payment Date.



(€)

Conversion Price adjustment

Without prejudice to any right of the Noteholdensgrguant to applicable law, if,
during the period between the Issue Date and thkere®f the exercise of a
conversion or the Final Maturity Date, the Isswesotves upon:

(i)

(ii)

(iii)

any free-of-charge share capital increase throbhghssuance of new shares
shall be adjusted by the Issuer so that the nurob&onversion Shares
allocated to each Noteholder as a result of a asivg exercised after the
completion of the transactions referred to in g@sagraph (i), is increased by
the number of new shares that would have beenaaiddo such Noteholder
if the conversion had taken place prior to the detign of the transactions
referred to in this paragraph (i),being understoodhat, in connection with
any share capital increase other than the ondsrtiein the foregoing part of
this paragraph (i), the Conversion Price shallbesubject to any upward or
downward adjustment;

any split and/or reverse split of shares of thads®r any issuance of shares
(or of other securities entitling their holdersauire shares in the Issuer),
then the Conversion Price shall be adjusted byldbeer and any adequate
corporate action shall be approved so that the eurmbConversion Shares
allocated to each Noteholder as a result of a asiore exercised after the
completion of any of the transactions referredrtahis paragraph (ii), is
increased or decreased, respectively, so as teseqr a percentage of the
outstanding shares of the Issuer equal to that lwlvould have been
represented by the Conversion Shares allocatagsttoNoteholder as a result
of a conversion exercised as at the Issue Date; and

any (x) merger into one or more companies, othemm tanmerger in which the
Issuer is the surviving company, of) @emerger, then the Conversion Price
shall be adjusted by the Issuer so that each Nmtehis allocated a number
of shares of the company or companies resulting thee merger or demerger
equal to the number of shares in such company ompaaies that such
Noteholder would have been allocated if the conwearsad taken place prior
to such merger or demergerpvidedthat, in the event of any such merger or
demerger, any reference in these Conditions téstheer and the Conversion
Shares shall also be deemed as a reference tortifaay or companies, and
the shares in the company or companies, resultorg iny such merger or
demerger, as the case may be rendatis mutandis



(f)

(@)

(b)

()

(d)

(@)

In the event that, further to an adjustment of@loaversion Price as provided above,
it is necessary for the Issuer to issue additi@@miversion Shares, the Issuer shall
take all necessary corporate steps to ensure suttrerf issuance of Conversion

Shares, in order to allow the Noteholders to eserthieir respective conversion right
pursuant to the Conversion Price so adjusted.

Cancellations

All Notes which are (i) redeemed or (ii) convertgil, as soon as practicable, be
cancelled, and accordingly may not be held, regsueesold.

PAYMENTS AND CALCULATIONS
Payments

Payment of interest and repayment of principakspect of the Notes will be made
through book-entries transfer on the accounts hglthe Noteholders with Monte
Titoli.

No costs, fees or expenses will be charged to thkehdlders in relation to such
payments.
Payments subject to applicable laws

Payments in respect of principal and interest @Nbtes are subject in all cases to
any fiscal or other laws and regulations applicahlehe place of payment, but
without prejudice to the provisions of Condition 8.

Payments on a day other than a Business Day

If the due date for payment of any amount in respéany Note is not a Business
Day, the Noteholder shall not be entitled to payhoéithe amount due until the next
succeeding Business Day and shall not be entideahy further interest or other
payment in respect of any such delay.

Calculations

All calculations in respect of the Notes will bedeaby the Issuer.
TAXATION

Payment without withholding

All payments in respect of the Notes by or on bebélthe Issuer shall be made
without withholding or deduction for, or on accowtff any present or future taxes,
duties, assessments or governmental charges oévénatature (Taxes) imposed or
levied by or on behalf of the Relevant Jurisdictibnthe event of any deduction or



(b)

10.

(@)

withholding for or on account of any Taxes, whielates to any payment in respect
of the Notes, the sum owed by the Issuer to angiNdder shall be increased by a
supplementary amount such that, after making awei sieduction or withholding
(including any deduction or withholding on such glgmentary amount), the relevant
payee receives (free from any obligation in respéstich deduction or withholding),
an amount equivalent to that which would have breeaived, had such deduction or
withholding not been required.

Additional Amounts

Any reference in these Conditions to any amountespect of the Notes shall be
deemed also to refer to any additional amount winety be payable under this
Condition or under any undertaking given in additto, or in substitution for, this
Condition.

PRESCRIPTION

Claims against the Issuer for payment in respetit@fNotes shall be prescribed and
become void unless made within ten years (in tise cé principal) or five years (in
the case of interest) from the appropriate Relelzaté.

EVENTS OF DEFAULT
Events of Default

The Representative of the Noteholders shall, frespiested in writing by the holders
of at least 66.6% in principal amount of the Ndte=n outstanding, declare that the
Notes are, and they shall accordingly forthwithdree, (i) due and repayable at their
principal amount outstanding, together with anyraed and unpaid interests thereon,
or (at Noteholders' sole discretion and to therextermitted, taking into account the
relevant Event of Default) (ii) converted in fuind not in part, into Conversion
Shares in accordance with the Conversion Ratio,saatl give a 10 (ten) Business
Days written notice thereof to the Issuer and ®Noteholders (in accordance with
Condition 12 or otherwise), if any of the followirgents Events of Defaulf shall
have occurred:

0] the Issuer fails to repay any amount of principgyay any amount of interest
in respect of the Notes within 5 (five) Businessy®af the due date for
payment thereof and if such failure is continuing & being unremedied for
5 (five) Business Days after receipt of written io®tthereof from any
Noteholder; or

10



(i) an Insolvency Proceeding is initiated against oith®y Issuer or any of its
subsidiaries in relation to the Issuer, any ofitbsidiaries or, as the case may
be, in relation to the whole or a substantial pathe undertaking or assets of
the Issuer or any of its subsidiaries ; or

(iif)  the Issuer suspends or ceases to carry out alinaterial part of its business;

(iv)  any financial indebtedness of the Issuer is dedlaiie and payable and is
placed on demand prior to its specified maturitygach case as a result of an
event of default or any provision having a simikfect (howsoever
described), unless the aggregate amount of suemdial indebtedness is
lower than or equal to € 10,000,000; or

(v) any public licence held by the Issuer has been dllmal; terminated or
revoked, where such cancellation, termination @pcation has a Material
Adverse Effect on the business of the Issuer; or

(vi)  the Issuer defaults in the performance or observahany of its obligations
under or in respect of the Notes, the Subscripfigreement or any other
Transaction Document to which it is a party (otiean any obligation
specified under (i) above) which is in the Noteleod reasonable opinion
materially prejudicial to their interests and suigfault remains unremedied
for 10 days after the Representative of the Not#rsl (upon instructions of
the Noteholders) has given written notice thereabte Issuer requiring the
same to be remedied (except where, in the soldarpwof the Noteholders'
such default is not capable of remedy, in whicreaas term of 10 days will
be given); or

(vi) any of the representations and warranties giverthieyIssuer under the
Subscription Agreement or any other Transactionubments to which it is
party is, or proves to have been, incorrect orrezonis in any material respect
when made, or deemed to be made, or at any timestter, unless it has been
remedied within 10 days after the Representativéhef Noteholders has
served notice requiring remedy (except where, m gble opinion of the
Noteholders' such default is not capable of remedwhich case no term of
10 days will be given); or

(viii) the resolution of the shareholders meeting appgotfre Relevant Capital
Increase is challengedr(pugnatd by an absent or a dissenting shareholder
or by any person (including a public authority) lwithe right, under the
applicable laws and regulations, to challenge aluéisn of the shareholders
meeting).

11
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(@)

(b)

(©)

(ix)  without prejudice to clause 10(a)(x) below, thenpetent corporate body of
the Issuer approves any of the actions set owanises 6(e)(ii) without the
relevant adjustments to the Conversion Price; or

(x) the competent corporate body of the Issuer appmithsut the prior consent
of the holders of at least 66.6% in principal antoah the Notes then
outstanding any action:

- which may cause the Conversion Share to represpatc@ntage of the
Issuer's (or of the company's or companies’, rieguftom any of the
transactions set out in clause 6(e)(iii)) shareitahpower than the
percentage that such Conversion Share would hgwresented as at the
Issue Date;

- setoutin clause 6(e)(iii)(y) (demerger); or

- set out in clause 6(e)(iii)(x) (merger) and resigtin a Major Change in
the Shareholding).

Information obligation in relation to Events of Reft

The Issuer shall promptly inform in writing the Regentative of the Noteholders of
the occurrence of any Event of Defaults.

REPRESENTATIVE OF THE NOTEHOLDERS. MEETINGS OF
NOTEHOLDERS.

Representative of the Noteholders

By no later than 30 Business Days from the Issue,Dae Noteholders shall appoint
as their representative (tRepresentative of the Noteholdéra firm authorized to
carry out investment services in Italy or a proi@sal designated by the Noteholders
in accordance with the previsions of article 241 e Italian civil code. The Issuer
may not raise any objections to the Representafitiee Noteholders.

Duties of the Representative of the Noteholders

The Representative of the Noteholders shall exetttie rights of the Noteholders
and act as their agent in relation to the Notesnupe instructions of Noteholders
holding at least 66.6% in principal amount of theté$ then outstanding.

Indemnity of the Representative of the Noteholders

All the Noteholders, on aro-rata basis, shall indemnify and hold harmless the
Representative of the Noteholders from and agaamst,and all claims, liabilities,
losses, damages, costs and expenses arising@uéswslt of its activities under these
Conditions.

12
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14.

(@)

(b)

Meetings of Noteholders

Without prejudice to the provisions of Conditiontbe meetings of the Noteholders
shall be held in accordance with the applicablesigions of Italian law, including,
without limitation, Article 2415 of the Italian GivCode, in Italy at the registered
office of the Issuer, or in any other country withine European Union or the United
States of America, including via teleconferenceclSmeetings shall be convened,
pursuant to the above mentioned Article, by writtenice to be sent at least two
Business Days in advance. Any resolution duly passeny such meeting shall be
binding on all the Noteholders, whether presemntatr

NOTICES
Notices to Noteholders

Any notice regarding the Notes, as long as the Nate held through Monte Titoli,
shall be deemed to have been duly given if giveough the systems of Monte Titoli.

Notices from the Noteholders

Notices to be given by any Noteholder shall be iitimg and given at the registered
office of the Issuer. The Issuer shall provide tgritnotice to the other Noteholders
of any notice received by it in accordance witts tBondition 12(b).

Other method of giving notice

The Representative of the Noteholders shall bebatty to sanction some other
method of giving notice to or from the Noteholddtsin its opinion, such other
method is reasonable having regard to market peattien prevailing.

ROUNDING

For the purpose of any calculation referred tohiese Conditions, all percentages
resulting from such calculations will be roundednécessary, to the nearest one
thousandth of a percentage point (with 0.0005 pet.deing rounded up to 0.001
per cent.).

GOVERNING LAW AND JURISDICTION
Governing Law

The Notes and any contractual or non-contractudigations arising from or
connected with the Notes are governed by, and Bealbnstrued in accordance with,
Italian law.

Jurisdiction

13



The courts of Milan, Italy shall have exclusiveigdiiction to settle any disputes
which may arise out of or in connection with thet®n
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Annex

Form of Notice of Conversion

[]
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