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GROUP MANAGEMENT REPORY

Group Management Report

General economic environment?

In2017, the economic situation in Europe iImproved. In a
forecast published in November of the year under review, the
European Commission estimated that economic growth in

the European Union would be 2.3% in 2017 and raised thereby
its previous forecast from the spring significantly due to the
positive economic situation, with 2,1 % growth expected in
2018. The Austrian economy is expected to grow by 2. 6% in
2017, InBulgaria, the increase in GDP is estimated at 3.89%
In2017. In Croatia, the economy is expected to have expand-
ed by 3.2% in the spme period. After two years of negative
Qrowth rates, a slight increase In economic output of 0.7% is
expected for Belarus in 201 7. Based on European Commission
estimates, Slovenia, the Republic of Serbia and the Republic
of Macedonia are éxpected to have seen 8n increase in eco-
nomicoutputof 4 7%, 2.0% and 1.7 % respectively in 2017

The European Central Bank (ECB) continued with its poficy
of monetary £asing using its bond buying programmg in the
year under review. Wothin the framework of this programme
launched In March 2015, in the year under review the ECB
wis buying securities in the smount of EUR 80 bn per month
until March 201 7, reducing this volume to EUR 80 bn as of
Apnl 2017, In October 2017, approval was granted for the
bond buying programme due to expire at the end of 2017 to
be extended through to the end of September 2018 st least,

Development of real GDP in the
markets of Al Telekom Austria Group
(in %)

2016 2017  2018e
Austria 15 26 24
Bulgaria == 39 39 38
Croatia - 20 32 28
Belarus SRR [ T
Slovenio = 3l 47 40
Republic of Serbla 28 20 a3
Republic of Macedonia 29 17 27

Sources INF for Balarys, Lucopean Commass on for il Sther coundnes

At the same time, the ECB announced that it would halve

the amount of securities bought to EUR 30 bn per month as

of January 2018. The ECB kept its key interest rate 5t 0 00%
dunng the year under réview. Meanwhile, the US Federa! Reserve
raised its key interest rate from 0 S0-0. 75% to 1.25-1 50%

in three stages in March, lune and December 2017

Industry trends and competition

The business performance of the A1 Telekom Austria Group

s significantly influenced by a number of external factors. The
MBCrOSCONOMIC recovery in recent years continued in 2017,
although some countrias continued 1o experience a slowes
rate of growth with an impact on purchasing power In 2017,
the market environment in both the fixed-ling and the mobile
communications markets praved to be highly competitive once
again, parbcularly in mature markets. Furthermaore, it remains
0 be seen how the takeover of Tele2 Austria by Hutchinson
Drei Austria and the planned acquisition of UPC Austria by
T-Mobile Austria will affect the market environment. in the no-
frils segment, there was sustained pressure on prices due

to the aggressive pricing policy of mobile virtual network oper-
ators (MVNQs). Furthermore, regulatory provisions continued
to negatively impact revenues and earmings. In particular,

the stepwize abolition of retall roamang in the EU 45 of 20 April
2016 and 15 June 2017 affected the Group's results. Further
termination rate cuts in Buigaria, Croatia, the Republi; of
Serbia and the Republic of Macedonia also had a negative
impact in 2017 The A1 Telekom Austria Group counters these
factors through the systematic implementation of its con-
vergence strategy, a clear focus on high-value cusiomers,
innovative products and services as well as strict cost manage-
ment. In the year under review, the A1 Telekom Austria Group
agreed to harmonise the brand within the Group. The A1’
brand will be Introduced incrementally throughout the Group
according to local market circumstances. During the course
of the systematic implementation of its single brand strateqy.
the Group is operating as Al Telekom Austria Group since
November 2017

1) Saurces: GOP for Belarws  IMF BItos /fwwe ot 0rg/ = feechia) Fllea/Putihe ations) WEQ/201 7/ 0ctober /pal/ main-cragter /text ashe7ia = en, dated
Octoter 2017, page £6; European Union. Austria, Bulgaria, Croatia, Skovens. Republic of Seibia and Resublic of Macedonia hitpa:/fec ecropd sufndo/
Stewinta/fies feconomy fimance/ip0G 360, pdf, dated November 2017, pages 160, 187
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In Austria, the A1 Telekom Austria Group offers a compeehen-
sve and convergent product portfolio comprising both fixed-
line and mobiie communications sofutions under its A1 brand
The latest market report issued by the regulatory authority,
which tracked the most recent market data in Austria up to
the end of the second quarter of 2017, underlines the high
degree of maturity of the Austrian market and describes the
following average trends across all operators:

* Average monthly revenves generated per mobile customer
decreased from EUR 14 .3 in the first half of 2016 to
EUR 13.4in the first half of 2017, whide total end customer
revenues rose by 0.7 % year-on-year. The amount of airtime
increased by 5 &% in comparizon to the first half of 20186,
The rapid growtn in data volume in the first half of the year
2017 continued, with an increase of 95.5% year-on-year
As previously, the strongest stimulus for this trend came
from smartphone users, where an increase of 12 5% 10
more than 4 8 million users was recarded.
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* Inthe Austrian fied-line market, the number of fed
access lines in the fizst half of the year decreased by
1.6% year-on-year, The smount of airtime via the do-
mestic fixed-line network also decreased by 8 5% in the
first haif of the year 2017 in comparison to the previous
year The strong demand for broadband solutions contin:
ved in 2017 and resulted in an overali rise of 17.0% 10
10 8 milkon mobile and fixed-line broadband connections
While fixed- line broadband exhibited a moderate increase
of 1.1 %, mobile broadband connections expenanced
dynamic growth of 22 8% year-on-year,

According to Statistics Austria, the share of Austrian house-
holds with Internet access rose from B5% in 2016 10 89% in
2017. Broadband lines in households increased from B5%

10 88% in the same period, while lines at companies remained
constant at98%. "

In Bulgaris, the trend of previous years continued and the
Internet penetration rate across all households increased
year-on-year from 63 5% to 67.3%in 2017 85 3% of these
people with Internet access also used a mobile device to
access the web (2016: 70.4%)

The positive development of the Croatian ICT market and the
MACroaconomic situstion continued in the year under review
Broadband penetration in the fixed-line business increased
10 25.3% in the third quarter of 2017 (03 2016:23.9%),
while mobile broadband penetration increased from 79.0%
to B1.2% in the same period *

In Belarus, the ICT market has developed strongly in recent
years, which has led 1o a steady increase in the number of
Internet customers and the numbxer of mobile telephone users,
While the number of mobile network users stagnated in 2015,
the number of Intarnat users mcreased. At the end of 2016,
the peoportion of householas with Inteenet access wazs 62.5%
{2015;59.1%).

In Skovenis, the Internet penetration rate Increased from
78.4% in the previous year 10 81.7 % in the year under
review. B5,1% of these users with Internet access atso utilised
a mobile device to access the web (2016. 67 .5%).

2] hitps Dwwmste aide int TE Montor Q2 201 7/RTR. Teekom

Monitar Q2 2017 pot, A Telstom Austria Growp calculaions

help A'www SIAlistic 32 web. delstatinliben/ infos mationsgessiischafy)

index ntmi

hetp /iwww nae DG enes/Sefs i/ Nine/ fees/pressieioases/iCT 2017,

o0 IWIAPAW paf, NIto ) fwww.nis g/ sites/ oo taull/ fins ey

pressreenes)ICT_MAZ2016_en. TSWOSD paf

95 https Maww. hakom b/ UsirDocsimaes/201 7/¢. 21500/ VA% 20

ENGR20Q3%20201 7%20Fued 2 20brosdband R 20penatration. pd!

BUps Owww hakom he, Use Docaimagea/ 201 7 /e trziste/ <vA% 20

ENG%R20Q3%20201 7%20Me0 4% 208v 33band % 20pemtaton, pat
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In the Republic of Sertxa, the increase in the number of Inter-
net connections continued, with 68 0% of households having
Internet accessin 2017 (2016: 84 7%). Meanwhile, 90.5%
of ail Serbian households also awn mobide telephones (2016:
80.2%) and 68.1 % have a computer (2016: 65 8%)."

Accoreing to the Statistical Office of the Republic of Macedonia,
73.6 % of all Macedonian households had Internet access in
the first quarter of 2017 (2016: 75.3%), thereof 82 5% also
used a mobile device to access the web (2016: 81.0%) &

Regulation

As the market leader, A1 Telekom Austria Aktiengeselischaft
is classified as a provider with substantial market power in
Austria and |s therefore subject to the corresponding regula-
tory measures. These incluge extensive network access and
price requlations, The international subsiglaries of the Al
Telekom Austria Group are also subject to far-reaching reg-
ulatory provisions in their respective national markets. The
relevant regulation for A1 Telekom Austria Aktiengeselischaft
in the fxed-line network in Austria has only a limited impact
at retail level now but applies in full at wholesale level. This
includes obligations to give alternative providers access 10
Infrastructure and services As such, the trend is develop-
Ing from physical access towards virtuy! access at wholesale
level (e.q. virtual unbunding; VULA). Decisions on regula-
tion are made not only at national level, but increasingly

at European level in order 1o make harmonised decisions
within the EU. For example, this i3 the case for the European
Commission’s ¥ roaming and net neutrality reguiations,
which apply equally to all EU member states

Glide paths for mobile termination rates

Fixed-line telecommunication
markets

In the spring of 2015, the Austrian regulatory authority initi-
ated the fifth round of the statutory market review process,
which is oriented towards the European Commission’s ‘rele-
vant markets recommendation’ of October 2014 Now, at the
end of 2017, the final decisions have been issued in almost
all markats 1o be examined. In the summer of 201 7, decisions
were made as to the key wholesale markets for central and
local access, These decisions impacted the year under review
as Al Telekom Austria Aktiengeselischaft was now also able
10 roll aut vectoring technology in unbundled connection areas
In order to offér broadband connections with higher band-
widths. Virtual unbundling (VULA) was also confirmed as a
direct replacement for the physical unbundling of customer
lines. This has now established itself as the new, central type
of access for alternative operators. The procedures which

are still open at this point in time are not likely to have been
completed until the end of the first half of 2018

Mobile communications markets

The mobile communications markets of the A1 Telekom Austria
Group are subject 10 varicus regulatory systems, As members
of the EU and the European Economic Area (EEA), their res-
pective regulations apply in Austria, Bulgaria, Croatia and
Slovenia. They define roaming charges and termination rates
Detween individual market players The regulatory environ-
ment in Belarus, the Republic of Serbia and the Republic of
Macedonia are at different s1ages of development. There

are general signs of gradual harmonisation with EU statutory
provisons in these countries as well,

Jan 16 W16 Jan 17 Jul 17 Jan 18

Austria (EUR) 0.008049 0.008049 0.00804% 0.008049 0.008049
Bulgaria (BGN) 0.019 0.019 0.014 0.014 0014
Croatia (HRK) 0.063" 0.063" 0063 0047 0.047"
Belarus (BYN) MTS:0025/00125 MTS:0.026/0.0125  MTS:0.025/0.0125 MTS-0.025/0.0125  MTS: 0.025/0.0125
BeST:0.018/0.009" BeST:0.018/0.009" BeST:0.018/0.009" BeST:0.018/0.009" BeST: 0.018/0.009"

Slovenia (EUR) 0.0114 00114 0.0114 0.0114 00114
Republic of Serbia (RSD) 3.43 275 207 2,07 143
Republic of Macedonia (MKD) 0.90 0.90 0.63 063 063

1) Nations! MTRs stated Intamnationy! MTRs dfer

Z} Values that apply 10 Belatus pere lime/downtime M135 Mokilo TakeSystemns. Y51 Balatus Telogormurvestions Netword

1] Wato S'wele2s AL Yov ra)/ WebSne reposinony /doc umentaNION02/ 53/ TR Saopsienie, 201 T engl pat

2) heto fwwe anat gov mk/pdf /201 778517 33 0dl. hetp Swwar 428t gov mi/pdf) 201678 116 30 paf

) Regutaticn (EU) 2015/2120 of the European Parlamint and of the Council of 25 Nowsmbiar 2015 11I0Q BT MaaN oy CONCErIng open Internet
Access and amending Ditective 2002/22/EC 0n unieme s service 3nd users’ 7ights relating 10 eLaCSIonie ComMUNICAtions netwoeks and Secvicas ond
Reguiation (EU} No, 531/2017 00 rosming on public Moile commuricabions netaorks within the Linion
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The néw regulation on net neutrality and roaming ("Connected
Contnent’ or the Telecom Single Market’ package) came into
ferce in 2016, In accordance with the regulation, internet
BCCess service prowmders are obliged to treat data traffic overall
in an equal manner, reqarcless of the transmitter, receiver,
applcation or device in question. In addition to Internat access
services, specidised services can 2150 be offered, although
this is subject 1o certain limitations, However, some details

of the implementation of the reguiation in terms of both net
neutrality and reaming are still to be determined, meaning
that the extent of its effects cannot be fully predicted.

As far as roaming in EU member states is concerned, the
abolition of retail roaming surcharges as of 15 June 2017

has been implemented. From 30 Aperl 2016 to 14 June 2017,
there was a transition period in which network operators
were allowed 10 apply roaming suecharges in the amount of
wholesale caps in addition to domestic prices. Foliowing

the Communications Committee’s (COCOM) approval of the
implementing regutation on fair use limits for roaming to be
adopted on 12 December 20186, this was formally adopted by
the European Commission by the end of 2016 as planned.
The named provisions apply to the mobile communications
companies of the A1 Telekom Austria Group in the EEA member
states of Austria, Bulgaria. Croatia and Slovenia and will have
anegative impact on current and future toaming révenues

In 2018, the European Commission presented the draft

of & new directive revising the current framework, 8Ccess.
suthorisation and universal service directives and intro-
ducing a range of new requlations (Europesn Electronic
Communications Code). This initial proposed legislation

s being negotiated in the European Parliament and at the
level of the EU member states. As agreement shall be made
by mid-2018 at the latest. The European Parliament has agan
brought forward a previous proposal for the abolition

EU roaming glide path

of surcharges for international calls within the EU, Policy
cbjectives for 3 ‘gigabit society’ and a 5G plan of action were
alzo presented. This will involve both legal and reguiatory
risks as well as financial risks in future. The frequency alloca-
tion of the 3.4-3 8 GH: band is also imminent In Austria

The auction Is kkely to take place in the second half of 2018

Information on financial reporting

The A1 Telekom Austria Group reports on seven business
seqments: Austria, Bulgaria, Croatia, Belarus, Sloversa,

the Republic of Serbla and the Republic of Macedonia. The
‘Corporate & other, eliminations” segment performs strategic
and management functions for all segments in addition to
financing agendas and since the first quarter of 2017 has
also included A) Digital International GmbH. The Maching-
to-Machine (M2M) business, which has so far been reported
in the Austria segment, 15 part of this company. Therefore,
préviously reported numbers in the segments Austria as well
as in ‘Corporate & other, eliminations’ will be affected, while
Group numbers will not change. Comparative figures were
adjusted accordingly. A1 Digital International GmbH focuses
on the B28 market and offers digital services 10 actively sup-
port companies in the digitalisation process with the goal of
enhancing their success In their field of business

The presentation and analysis of financial information and
key performance indicators until page 20 may differ from the
financial information presented in the Consoalidated Financial
Statements. This is due 10 the fact that the presentation and
analysis are partially based on proforma figures that include
MEA transactions between the start of the comparison period
and the end of the feporting period.

Retail (in EUR) July 2014 30 April 2016 15 June 2017

Data (per MB) 0.20  domestic tariff + 0.05" domestic tariff

Voice calls made

(per minute) 019 domestic tandf + 0.05" domestic tarift

Vaice calls received

(per minute) 0.05  weighted average MTR" 0

SMS (per SMS) 0.06 domestictariff +0.02" domestic tariff

Wholesale (in EUR) July 2014 30 April 2016 15 June 2017 1 January 2018 1 January 2019
Oata (per MB) 0.05 0.05 0.0077 0.008 0.0045
Voice (per minute) 0.05 0.05 0.032 0.032 0.032
SMS (per SMS) 0.02 0.02 0.01 0.01 0.01

1] lhe:ouolwmmwmemn'wmoowdbonwmmwsm. teguilsied roaming SIS messaces sent of reguigted
FaLS 100 1eNeces Ml fct axdeed EUR 0,19 per mnute, ELR 0 06 per SMS message snd EUR 0 20 per MEQULyte used. Ary S Charge sppied
for carls roceived must 00t 00ed the wegried avernge of Mot Meminsson rates across 1he U
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To refiect the performance on an operations! basis, the The performance Indicator EBITDA is reported in orger
proforma figures present comparison figures for previous 10 present the operational development of indwidual busi-
pericas as if MBA transactions executed between the start of ness units transparently. EBITDA is defined as the net

the comparison petiod and the end of the reporting period result excluging financial result, income tax, depreciation
had already been fully consolidated In the relevant months and amortisation and, if applicable, impairment losses

of the comparison period. Alternative Performance Measures or reversal of impalements
(APM) are used to describe the operational performance.

Please therefore also refer to the financial information pre- The use of sutomatea calculation systems may Qive rise
sented in the Consolidated Financial Statememts, which to rounding differences

do not contain proforma figures, as well as the reconciiation

tables provided on page 21

Revenue and earnings development

Proforma view
Key financials 207 2016 Change
in EUR million reported proforma in %
Total revenues 43825 4,254 9 30
EBITDA 1,397.3 1,370.4 20
% of total revenues 31.9% 32,2% -
Operating income - . 4439 4862 <105
Proforma view
Costs and expenses 2017 2016 Change
in EUR million reported proforma n%
Cost of service 1,394.2 13627 2.3
Cost of equipment 584.2 5219 19
Selling. general & administrative expenses 954.9 9972 -0.2
Other expenses 1.8 2.7 n.m,
Total costs and expenses 2,985 28845 35
thereof employee costs 793.9 7966 -0.3
thereof restructuring charges =182 12 n.m.
Impakment eborggo 0.0 23 n.a,
Depreciation and amortisation 9534 8719 94
Reported view 2007 2016 Change
in EUR million reported berichtet in %
Net result = 3655 4132 <164
Net cash fiow from operating activities 11748 11955 A7
Earnings per share (in EUR) 0.48 058 176
Free cash flow per share (in EUR) 0.58 035 —,'3"5:9'
Capital expenditures” 7369 = 766.1 -36
y_e(debt 23318 2.339.4 -0.?

T} ADStons 10 property. plant 3nd sgupmant ano intangibie assets, sxchadng asset retrement ablgationg
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Revenue and earnings
development

The following analysis is based on proforma figures
if not stated otherwise'.

Inthe 2017 financial year, the A1 Telekom Austria Group
contnued with the systematic implementation of its con-
vergence strategy as well as maintaining a clear focus on
high-value customers, innovative products and services as
well 35 strict cost management. Negative effects stemming
from the stepwise abolition of retail roaming in the EU as

of 30 Aperil 2016 and 15 June 2017 came in slightly lower
than expected and derive mostly from Austria and Slovenia,
while Croatia profited from geowth in visitor roaming

In Austria, the market environment in 2017 was again
characterised by no-frills mobde offers and rapidly Increasing
data volumes. The Al Telekom Austria Group counteracted
these developments in the no-frills segment with competitive
national tarifls, for example, while the focus in the premium
segment was on data monetisation. As of November 2017,
premium 1a01fs also inchuded ‘zero-rated” services enabling
certain music and video services to be used independently
of data imits, In Bulgana, mobile business performance in
2017, particularly in the business segment, was again char-
acterised by a difficult competitive environment. The fixed-
line business continued its positive development. Overall
business in Croatia in 2017 profited from a strong market
environment, whereby the fixed-line business was further
strengthened by the acquisition of Metronet

In Belarus, the soiid operational performance in 2017 was
supported, i CONrast 1o prenous years, by positive FX devel-
opment in the first haif of 201 7. Based on the peniod average,
the Belarusian Rouble appreciated by 1.0% aganst the Euwro
in the year under review, The Slovenian telecommunications
market was also charactensed by fierce competition in the
mobile network in 201 7, with a focus on convergence During
Apnil 2017, Si.mobil was successfuly rebranded 1o A1 Siovenija.
In the Republic of Serbea, a new product portfolio was intro-
duced following the change of positioning in the market in
order to respond 10 the competitive market environment. The
segment Republic of Macedonia continues to be characterised
by intense competition

In September 201 7, the A1 Telekom Austria Group took a
further step in strengthening its brand profile and announced
Its decision to introduce the Al brand stepwise in all markets
according to loca! ciecumstances and thereby harmonise its
brands throughout the Group. This triggered the continuous
amaorusation of iocal brand values, which had reached a total
of around EUR 350 mn by the end of 2016, The respective
companies will amortise the brand values until the phase-out
of the old brands, which is expected to have a negative impact
on the net result untl the financial yesr 20193, with more than

1) Predorma higures are not avdited and nckade sitects of MAA DAnsaCTions
erecuted between the stiet of the COmPAISON PENOT and tThe ena of the
1epce ting pesiod
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half of tne impact n 2017 and Q1 2018.In 201 7, the beand
value amortisation resultng thereof amounted to EUR 121.8mn
and stemmed primartly from the segment Bulgaria as well

as to a lesser extent from the segments Belarus, Croatia and
Republic of Macedonia.

Asof Q1 2017, A1 Digital international GmbH (A1 Degital)

is cansolidated as part of the segment ‘Corporate & other,
eliminations”. The M2M (Machine-to-Machine) business,
which has so far been reported in the Austria segment, s now
part of this company. A) Digital focuses on the B28 market
and offers digital services to actively support companies in the
digitalisation process with the goa! of enhancing their success
in their field of business in August 2017, Al Digital acquired
& majority holding of Swiss cloud provider Akenes SA, which
operates under the Exoscale brand. Exoscale provides infra-
struCture and services for cloud apphications in Europe. Follow-
ing the acguisition, AT Duagital is now able to offer cloud-based
services via this platform,

In order to further strengthen its market position, the A) Telekom
Austria Group carried out targeted MEA activities, whereby
tne following transactions between the start of the comparison
period and the end of the reporting pericd are highlighted.

2007
» The acauisiticn of fixed-line operator Garant {Gomel)
in Belarus, consolidated as of 1 August 2017
» The acquisition of fixed-line operator Metronet in Croatia,
consolvdated as of 1 February 2017
» The acquisition of fixed-line provider Atlant Telecom
and its subsidiary TeleSet in Belarus, consclidated as
of 1 December 2016

For further details on purchasing prices and cash outfiow,
see Note (32)

In 2017, the ane-off effects im total revenues (incl other
operating income) amounted to EUR <23 8mn (2016 none),
EBTDA included one-off effects of EUR +23 8 mn (2016:

EUR +21 4mn). The matenal one-off effects in 2017 and
2016 are as follows:

2017,

*  Apositive one-off gffect in the Republic of Seroian
the amount of EUR 3.8 mn in Q& 201 7 in other operating
income, resulting from changed paramaters in the
calculation of agset retirement obligations.

= Apositive one-off effectin Bulgaria in the amount
of EUR 5.8mn in Q3 2017 in other operating income,
stemming from a legal settlement

» Apositive one-off effect in Austria in the amount
of EUR10.6mninQ1 2017 in fixed-line and other
revenues (in solutions & connectivity), resulting
from the reversal of an accrual for wholesale services

* A positive one-off effect of EUR 3.6 mn in the Austria
segment in Q1 2017 in other operating income,
stemming from a release of an asset retirement obligation,
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Key figures of the Al Telekom Austria Group

{in EUR miltion)
Proforma view
2007 2016 Change
Total revenues reported proforma in%
Austria 26223 25716 20
Bulgaria 431.2 2.0 %
Croatia 4349 6239 26
Belarus 3505 3388 15.2
Slovenia 2161 21481 09
Republic of Serbia 2308 2211 4.4
Republic of Macedonia 1140 119.4 -45
Corporate & other, eliminations -57.3 -46.2 ~24.1
Total 4,3825 4,256.9 3.0
2017 2016 Change
EBITDA reported proforma in%
Austria 9142 899.7 16
Bulgaria 130 125.6 36
Croatis 108.0 986 96
Belarus 181.3 157.4 158.2
Slovenia 406 528 -23.2
Republic of_ s::m 384 388 -1.2
Republic of Macedonia a0y 261 15.0
Corporate & other, eliminations ~45.3 -28.6 -58.5
Total 1,397.3 1,370.4 20
2017 2018 Change
Operating income reported proforma In%
Austria 4621 404 4 9.3
Buigaria -856 15.4 n.m.
Croatia 124 15.0 “17.2
Belarus 1231 91.7 341
Slovenia 105 201 -4/ 8
Republic of Serbia -68 78 131
Republic of Macedonia -6.0 -29.5 797
Corporate & other, eliminations -458 -13.2 -2480
Total 4639 496.2 -10.5
2016: of Al Digital M2M customers as well a5 growth in Croatia and
*  Apositive EUR 14 &mn one-off effect in Q2 2016 deriving the Republic of Serbia The number of mobile subscribers in
from the reversal of an accrual for Copyrights in Austnia, Austria decreased by 1.9% in 2017, wivich was drwven by the
included in cost of service prepald segment. Almaost 8 markets saw & shift from prepaid
*  Apcsitive EUR 7.0mn one-off effect in Austria in cost of 1o postpaid offers. The number of revenue-generating units
equipment in Q1 2016, stemming from the harmonisation (RGUs) in the Group's fixed-line business decreased by
of value adjustments for handsets, 0.6% year-on-year (reportad: +2.3%). The decline in RGUs

In Austria and Bulgana, which was driven primarily by voice
Furthermore, positee FX effects of EUR 11.0mn are included RGUs, was partially offset by increases in the other markets
In revenues and EUR 3.3 mn in EBITDAIn 2017, stemming
from the segments Belarus, Croatia and Republic of Serbia.

In mobde communications, the number of Al Telekom Austria
Group subscribers decreased shightly by 0.2% 10 20.7 million
subscribers in the year under review. Deciining subscriber
numbers in Bulgaria, Austria, Belarus, the Repubic of Macedonia
and Slavenia were offset in part by an increase in the number

A1 TELEXKOM AUSTRIA GROUP — ANNUAL FINANCIAL REPORT 2017



GROUP MANAGEMENT REPDRT

Key figures of the Al Telekom
Austria Group

Inthe 2017 finarcial year, the A1 Telekom Austria Group saw
anincrease in revenues of 3.0% (reported: «4 1%). Adjusted
for the one-off and FX effects described above, total revenues
rose by 2.2% compared with the previous year (reported: 3.2%)
This revenue growth was driven by the strong operational per-
formance in Belarus, as well as higher total revenues in Austria,
Bulgaria, Croatia, the Republic of Serbia and Slovenia. These
Increases were only partly offset by lower total revenues in the
Republic of Macedonia_ In total, Group service revenues in-
creased by 1.9% (reported: +3.1 %) and rose by 1 3% (report-
ed: +2.5%) excluding the above-mentioned one-off effects

Group total costs and expenses increased by 3 5% year-on-
year in the year under réview (reported: <4 5%), Investments
in high-value customers led 10 a rise in cost of equipment and
higher sales area costs. The cost of service increased. among
other things, due to higher roaming and content costs, Re-
Structunng, originating entirely from the Austrian segment,
resulted in an income of EUR 18.2 mn in the year under review,
stemming primanily from a revaluation due to changed param-
eters_In the previous year, reéstructuring charges amounted 1o
EUR 7.2mn,

EBITDA increased by 2.0% In the 2017 financial year (report-
ed: +3.2%) The growth in Belarus, Austria, Croatis, Bulgaria
and the Republic of Macedonia was only partially offset by
adecline in Slovenia and the Republic of Serka. Furthermore,
atart-up costs of A1 Digital, included In the pasition 'Corporate
& other, eliminations’, had a negative impact on Group EBITDA
In total, the EBITDA margin decreasad siightly from 32.2% in
the prévious year 10 31 9% in the year under review. Agjusted
for the ane-off and FX effects described above as well as
restructuring charges, EBITDA remained stable year-on-year
{proforma: -0, 3%; reported: +0.9%).

In the year under review, expenses for depreciation and
amortisation increased by 2 4% to EUR 953 amn (reported:
+10.2%) in comparison with the previous vear. This increase
was primarily due 1o the brand value amortisation in Bulgarnia
and to a lesser degree in Belarus, Croatia and the Republic

of Macedonia in conjunction with Group-wide rebranding

Az a result, operating income dechned by 10.5% to EUR
443.9mn compared with the prévious year (reported. -8.8%)
Excluding brand value amartisations, the operating income
increased by 14.3% (reported; 16.5%)

The foliowing analysis is presented solely

on a reported basis.

The A1 Telekom Austria Group recosded a financtal result

of negative EUR 95 4 mn In the year under review, which
means an improvernent of 24 B% compared with the previ-
ous year This was mainly due to the EUR 47 2 mn reductson
in interest expense. This resulted, on the one hang, from
the repayment of 34 EUR S00 mn bond on 27 January 2017
and favourable refinancing conditions On the other hand,
the previous year was impacted by termination costs for
the early repayment of bank debt. FX differences amounted
to negative EUR 2 6 mn in the reporting year after positive
EUR10.0mnin 2016

Tax expenses of EUR 3 Omn were reported in the year under
review despite further capilalisation of deferred tax assets

In the previous year, the recognition of higher deferred tax
assets on tax losses carmed forward resulted in 3 tax benelit
of EUR 53.5mn. Overall, the A1 Telekom Austria Group répart-
ad a positive net result of EUR 345 5mnin the 2017 reporting
year {2016: EUR413.2mn).

Company Key Figures
Reported view
2017 2016 Change

reported reported in%
Earnings per share
(in EUR) 3 048 058 -17.6
Dividend per share
(in EUR) 020" 020 na
Free cash flow per share
(in EUR) 0.58 0.35 65.8
ROE 121%" 159% -
ROIC 6.9%* B5%RY -
1) Propossl 16 the 201 B Arnosl General Meeting, which will take

place on 30 May 2018

2) Ratic of net 1esull 10 Sverage equaty employed, Seres 34 an
ENICALO LD maeatere the yield On equity

3] Total return on invasied capitsl coiculated by net opesaling peof
alter tax (NOPAT) droded by the average capital irvesied Ay
CHICMLON pardmeters changtd In the reparting peviod, fiowres
hiave Deen 330A1R0 BICordingly i Ihe Compartian penod
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The following analysis is presented solely on a reported basis.

Net assets and financial position
Balance sheet structure

Reported view

31 Dec 2017 As % of the 31 Dec 2016 As % of the
in EUR million reported  balance sheet total reported  balance sheet total
Current assets 12263 16.1 1,638.9 181
Property, plant and equipment 26275 344 2,550.8 321
Goodwill 1.276.3 16.7 1,24).8 15,6
Intangible assets 20759 272 2,324 292
Other assets 4319 57 390.4 49
Total assets 76383 100.0 7,943.2 100.0
Current liabiities 12437 163 18478 23.3
Long-term debt 25336 332 2,3035 29.0
Employee benefits 196.8 26 206.3 26
Langfristige Ruckstellungen 646.9 85 7318 9.2
Other long-term abllities 79.9 10 831 1.0
Stockholders' equity A 2,937.4 385 2.7707 3.9
Total liabilities and stockholders’ equity 7,638.3 100.0 7,943.2 100.0

Net assets and financial position

As of 31 December 2017, the balance sheet total declined
by 3 8% year-on-year 10 EUR 7,638 3mn

Current assets fellby 14 B% 10 EUR 1,226.3mn in the period
under review resulting from the réduction in cash and cash
equivalents, which was partly offset by an increase in recew-
ables The main reason for the decrease in cash and cash
equivalents was the repayment of 8 EUR 500 mn bond on

27 January 201 7, which was partly offset by the tap-issuance
of an existing bond of EUR 250mn on 11 july 2017,

Non-current assets decreased by 1.4% year-on-year 10

EUR 6.412.0mn, as the growth in property, piant and equip-
ment, deferred tax assets and goodwill was more than oftset
by the reduction in intangible assets. The increase in goodwill
as well asin property, plant and equipment was attributable
primarily 10 the acquisiton of Metronet in Croatia, while the
InCréase in property, plant and equipment was also impacted
by the fibre and LTE roligut in Austria. The reduction in intan-
Qible assers resulted from brand value amortisations in con-
nection with Group-wide rebiranding and from the amortisa-
tion of licences and software. This reduction was partly offset
by the Increase in intangibie assets due to the acquisition of
Metronet and & new IRU (Indefeasible Rights of Use) contract
In Slovenia

Current liabilities dechined by 32 7% to EUR 1,243 7mn in the

perics under review primarily as a result of the repayment of
the EUR 500 mn Eurobond. Liabinities were also driven down
by EUR 120 mn due to the exercising of the call oplion con-
nected with the acquisition of the Telekom Slovenije Group's
45 % stake in Macedonian company one Vip DODEL
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Non-current kabilities increased by 6.0% to EUR 3,457 2mn
in the year undes review. Non-current financial liabdities went
up as a result of the 1ap-issuance of EUR 250 mn on 11 july
2017. Non-current provisions declined mainly as a result of
payments for restructuting and social plans, and this was only
partly offset by an Increase in asset retirement obligations

Dividend payments, which akso include coupon payments
of EUR 33.8mn for the EUR 600 mn hybrid bond, Increased
from EUR 672 mn in the previous year 1o EUR 166.9mn in
2017 due to the increase in the dwidend from EUR 0 05 10
EUR QO 20 per share.

The rise in stockhodders’ equity from EUR 2,770.7 mn at year-
end 2016 10 EUR 2,937 4 mn at year-end 201 7 results from
the netincome for 2017 less the carried-out profit distribution
This also led to an increase in the eguity ratio as of 31 December
201710 38 5% after 34 9% as of 31 December 2016,
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Net debt
Reported view

31 Dec 2017 31 Dec 2006
in EUR million reported reported
Long-term debt 2,5336 2,3035
Short-term debt 0.6 5001
Cash and cash equivalents, short-term investments -202.4 -484,2
Net debt _ 2,318 2,339.4
Net debt/EBITDA (last 12 months) 1.7 1.7

Net debt Cash fiow from financing activities decreased from

In the 2017 reporting year, the A1 Telekom Austria Group's

net cebt decreased slightly by 0 3% to EUR 2,331 Bmn
Dividend payments and the outflow of funds for the acquisition
of Metronet were offset by the free cash flow. The net dedt 1o
EBITDA ratio remained stable in comparison with the previous
yearat 1 7 xas of 31 December 2017

Cash flow

Earnings before income tax (EBT) declned year-on-yesar

by 3.1 % to EUR 348.5mn, as the higher EBITDA and the
improved financial result were more than offset by the brand
value amortsation of EUR 121.8 mn in conjunction with the
Group-wide rebranding,

Despite the improvement in results of operations, cash flow
from operating activities decreased slightly year-on-year

Ly 1 7% 0 EUR 1,174 8mn, This was mainly due 10 increased
neegs for working capital compared with the previous year

Cash flow from investing activities went down by 5.5% 1o

EUR -770.4mn in the repoarting period, as the cash outfow
from the acquisition of Metronet was more than compensated
for by a decrease in capital expenditures paid. The latter was
also impacted by the fact that the figure for 2016 ncluded
greater pay-ments for capital expenditures from 2015, such
as the spectrum inveatments in the Republic of Serbia.

EUR-824.3mn in 2016 10 EUR -659 3mn in the 2017 re-
porting year The repayment of a EUR 500 mn bond in January
201 7 was partly compensated lor by the tap-issuance of

EUR 250mn Interast payments fell significantly year-on-year
by 3%.9% to EUR 998 mn due 10 the reduction in financial
fabilties and the use of favourable refinancing. Dividend and
hybrid bond coupon paymentsincreased overall from
EURE7 2mnin 2016 to EUR 166,9mn in 201 7 due to the
increase in the dividend from EUR O 05 1o EUR Q.20 per share.
There was also an outflow of funds totalling EUR 120mn in
the year under review due to the exercising of the call option
connected with the acquisition of the Telekom Siovenije
Group’s 45% stake In Macedonian company one.Vip DOOEL.

Qverall, cash and cash equivalents went down by
EUR 255,1 mn in the year under review compared with
& reduction of EUR 451 .7 mn in the previous year

Free cash flow, which & calculated as cash flow from operating
actimties less capityl expencitures paid and interest pad plus
proceeds from the sale of plant, property and equipment, in-
creased from EUR 232 Omn in the previous year to0 £UR 3847 mn
in the 2017 reporting year This was mainly attributabile to the
lower levels of capital expenditures and interest paid as well 53
operational improvement

Cash flow
Reported view

20m7 2016 Change
InEUR million reported reported n%
Earnings before income tax (EBT) 3485 359.7 -3.1
Net cash flow from operating activities 11748 1,195.5 -1.7
Net cash flow from investing activities -770.4 -B23.5 6.5
Net cash flow from financing activities -659.3 -826.3 200
Adjustment to cash flows due Lo exchange rate fluctuations, net -0.2 06 n.m.
Netchange in cash and cash equivalents -2551 4517 _Q:{.s
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Capital expenditures”

Inthe 2017 year under review, capital expenditures decreased
by 3 6% year-on-year to EUR 736 9mn This was due 10 lower
westments in Belarus, Austria and the Republic of Macedonia,
which were partially offset by higher capital expenditures in
Stovenia, the Republic of Serbia, Croatia and Bulgaria

In 2017, tangible capital expenditures decreased by 9 5% to
EUR 579.3mn in comparison with the previous year, as higher
Investments in the Republic of Sertka, Croatia and Bulgar
were more than compensated for by lowers tangible capital
expenditures in Austria, Belarus, the Republic of Macedona
and Slovenia. The decline in tangible capital expenditures

in Austria was attributable to lower investments i the fibre
roliout. In Belarus, tangible capital expenditures declined
compared with 2016 as the previous year was affected by

the solar power plant project.

The increase in intangible capital expenditures by 27 4%
to EUR 157 6 mn was driven mainly by the capitalisation

of a long-term IRU (Indefeasible Rights of Use) contract for
fibre-optic lines in Slovenia. Higher investments in Bulgaria,
Croatia and Austria 8150 plaved a 1ole here

Segment analysis

Segment Austria

As there have been no M&EA transactions in Austria
between the beginning of the comparison pericd

and the end of the peried under review, the following
analysis is based on reported figures.

In 2017, competition in the Austrian mobile market continued
to be driven by aggressive promotions including high data
allowances in the mobile no-frlls business but aso data mon-
etisation in the contract business. in this context, A1 Telekom
Austria AG Is monetising the growth in demand for data by
including hagh data allowances and data roaming in the premi-
um tanffs. As of November 2017, these also included ‘zero-
rated’ services enabling certain music and viCEo sireaming
services to be used iIndependently of data imits, At the same
time. it 1s addressing the price prassuse in the no-frifis seg-
ment via its no-frills brands bob and YESSS!, for example

by means of compatitive national tariffz. The company has
8150 Introduced attractive regional promotions and target-
group-oniented products, for example for the youth segment

The fixed-line business profited from the increased demand
lor broadand products with 3 higher bandwidth. In this con-
text, the hybed modem—a combination of fixed-line and mobile
retwork—remaing a central factor, in adation to classic fibre
products, in enabling A1 fixed-ling products to be offered with
righer bandwidths. As of 1 August 2017, monthly fees were
increased for exnstng Customers in the fixed-hine business

1} For meee detallea figures, we reter 10 the reconcibaton tatios s wel 35 the
Hores %0 the Consolidated Nmancial Statements
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In the Austrian broadband market, mobile Wi-Fi routers with
unlimited data offers also remain an important element,
Convensent unlimited mobéle broadband offers thersetore
complete Al’s data-centric premium package. On 26 june
2017, A) increased the available download speed in its
mobile and fixed-line broadband offers to up to 300 Mbps.

In the year under review, the total number of mobile communi-
cation subscribers deckned by 1.9% year-on-year, entirely
driven by a decrease in the number of prepald customers. At
the same time, the high demand for mobde Wi-Fi routers and
high-value tanifs resulted in an increase in postpaid custom:
ers. The market shase in mobile communications declined

10 38.8% in the year under review (2016 39.4%). Inthe
fixed-line business, revenue-generating units (RGUs) de-
creased by 3.0% in 2017 due primarily to loss of voice RGUs
While demand for fibee upgrades remained strong and TV
RGUS continued to exhibit solid growth {+4 5 % year-on-year),
fixed-kne broadband RGUS declined by 2.3 % year-on-year
This was attributable both 1o the 0ngoing substitution by
mebile Wi-Fi routers and 10 the above-mentioned price in-
crease of 1 August 2017, which resulted in Increased churn

Total revenues in the Austrian segment increased by 2 0%
year-on-year in the year undes review, including the positive
one-off effects described above in the total amount of

EUR Y4 2Zmnin Q1 2077, Excluding these effects, total reve-
nues rose by 1.4%. The rise was driven by higher solutions
& connectinaty and interconnaction revenues in the fixed-
line sagment, increasing revenues from fixed-line services
in the resicential business as well as higher revenues from
the sale of handsets, Revenues from fixed-line services in
the residential business increased as the lower astime rev-
enues were more than offset by higher broadband revenues
thanks to strong demana for products with a higher band-
width and the above-mentioned price increases as well as
increased TV revenues. In the mobile business, the lower
revenues from mobile services were due 10 the negative
effects from the stepwise abolition of retall roaming in the £U
8% 0f 30 April 2016 and 15 June 2017 as well a5 losses in the
prepaid segment This was somewhat compensated for by
increased révenues in the maobile brosdband busmess and
he postpaid segment. Revenues from the sale of mobile
handsets increased dué to higher quantities sold and an up-
dated handset portiolio with a shift to higher-value devices

The average monthly revenue per user (ARPL) declined
year-on-yeat fromeUR158in 2016 10EUR 15602017,
which was attributable pnmarily to negative roaming effects
Exciuding roaming, the ARPU in the year under review would
have nsen slightly in comparsson with the previous year The
average monthly revenue per fixed line (ARPL) Increased from
EURZ2B8O0m 201610 EUR28.3 in 2017 This was primarily
due to upselling measures in the broadband business as well
as the above-mentionad price Increases
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Key performance indicators Austria

Proforma view (= Reported view)
Key financials 2017 2016 Change
in EUR million repocted proforma n%
Total revenues e 2,6223 25718 20
thereof wireless revenues 11,2289 12359 06
thereof service revenues 1,006.2 1,0320 25
thereof equipment revenues 1644 1465 12.2
thereof fived-line and other revenues 1,393.4 1,335.7 43
EBITDA 9142 899.7 1.6
% of total revenues 349% 350% -
Operating income 4421 404 4 93
% of total revenues 16.9% 15.7% -

2017 2016 Change

Wireless Indicators reported proforma n %
Postpaid subscribers (in "000) 37794 3,7099 19
Prepaid subscribers (in ‘000) 1.5658 1,7288 -10.0

Wireless subsceibers (in "000) 53352 56387 -1.9
thereof motile brosdband subscribers (In "000) 947 & 9454 0.2

ARPU (in EUR) 15.6 158 -1.2

Churn (%) 1.7% 1.7% -

Market share 3 38.8% 39.4% -

Penetration 156.2% 1587% -

2017 2016 Change
Wireline indicators reported reported in%
RGUs (in '000) 3,390.4 34955 =30

thereof fixed broadband RGUs 1,447.3 14810 23

ARPL (in EUR) 293 28.0 a5

Total access lines (in'000) 20175 22028 -3.9

Unbundied lines (in '000) 220.3 2287 -3.7

Fixed-line voice traffic (in million minutes) 1,324.9 1,469 9.8

Mobile and fixed-line broadband penetration in % of households 1391% 139.4% -

In 2017, total costs and expenses in the Austrian segment INerconnection expenses, attributadle o Increased volumes,
rose by 2. 2% year-on-year. Adjusted for the positive one-off and roaming Costs in particular experienced an Increase
effects in total costs and expenses amounting to EUR 214 mn These increases were partially offset by lower network mainte-
for the same period in the previous year as well as the re- nance and advertsing costs. Cost of equipment rose primatily
structuring expenses in 2016 ang 201 7, total costs and ex- due to higher handset subsidies and higher quantities

penses increased by 2.4 % year-on-year Cost of equipment, as well as ncreagsed costs for ICT equipment

Costs and expenses

Proforma view (= Reported view)

2017 20186 Change
in EUR million reported proforma in%
Cost of service B875.2 8469 33
Cost of equipment 2573 2268 139
Selling, general & administrative expenses 5681 6000 -53
Others 74 -1.0 nm
Total costs and expenses 1,708.1 16718 2.2
_ thereof employee costs 5832 616.9 -55
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The rise i tolal costs and expenses in the year under review
was more than offset by higher total revenues. EBITDA thus
Increased by 1.6% in comparison with the previous year
Agjusted for one-off effects in costs and revenues as well as
restructuring expenses, EBITDA decreased shghtly by 0.4 %.

Depreciation and amorlation decreased by 4 2% in the penod
under review compared with the same period fast year This
decrease was related to the depreciation of equipment in Q2
2016 related to Intercompany transactions and was therefore
eliminated and did not affect numbers on a Group level, All in
all, operating income in Austria increased by 9.3% year-on-year.

Key performance indicators Bulgaria

Segment Bulgaria

As there have been no M&A transactions in Bulgaria
between the beginning of the comparison period
and the end of the perlod under review, the following
analysis is based on reported figures.

in 2017, the competitive environment in Bulgana remained
challenging. This was particularly apparent in the business
segment, which did improve but continued to perform
negatively year-on-year. To counter price pressuce, Mobiitel
maintained its focus on value-based management and the
associated enhanced efforts to retain high-value customers
The fued-line network performed positively on account

of the content strategy as well as increased demand for
customised corporate solutions. In Q1 201 7, Mobiltel intro-
duced exclusive sports content into its fied-line product
for new and existing customers, which has been charged
for from Q2 2017, This suppcrted the increase in revenues
from fixed-line services.

Proforma view (= Reported view)
Key financials 2007 2016 Change
in EUR milion reported proforma in%
total revenues 431.2 4120 &7
thereof service revenues 3374 3248 39
thereof service revenues 267.0 271.9 -1.8
thereof equipment revenues 575 48.9 227
thereof fixed-line and other revenues 938 87,2 76
EBITDA 1301 1256 a6
% of total revenues 30.2% 305% -
Operating income -856 15.4 n.m.
% of total revenues -19.8% 37% -
2017 2016 Change
Wireless indicators reported proforma n%
~_Postpaid subscribers (in "000) 3,5004 35094 -03
_ Prepaid subscribers (in'000) 4768 6987 -20.4
Wireless subscrivers (in"000) 39771 41061 32
thereof mobite broadband subscribers (in “000) 4223 382.4 104
ARPU(nEUR) 55 55 =07
Churn (%) B 2.2% 20% -
Market share 3B7% 3B.4% -
Penetration B i 145.6% 150.5% -
2007 2016 Change
Wireline indicators (proforma) reported proforma In%
RGUs (in '000) 1,005.0 10189 -1.4
thereof fixed-line broadband RGUs 4368 4293 1.3
2017 2006 Change
Wireline indicators (reported) reported reported in%
ARPL (in EUR) 1.4 10.8 59
Total access lines (in ‘'000) 5312 5426 -21
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The total number of mobde subscribers declingd in the year
under review by 3 2 % year-on-year, which was primarily at-
tributable to losses in the prepasd segment. The latter were
largely & result of the national regulation on limiting the
number of prepaid card activations per parson, which came
into force on 1 fuly 2017 Smartphone and mobile broadband
services expanded in comparison with the previous year as

a result of the rising demand for mobile data access. The
mobile market share increased from 38 4% 10 38.7%. The
aforementioned focus on value-oriented retention resulted

in an ncreased share of contract customers of 88.0% (2016:
B5.4%). Total fixed-hine revenue-generating units (RGUs)
decreased by 1.4% year-on-year, as the growth in the TV and
fixed-line broadband services only partly compensatad for
the 1053 in fed-line voice services.

In the Bulgaria segment, total revenues rose by & 7% 2017
compared with the same period last year This was driven

by the increase in revenues from the sale of handsets and
higher revenues from fixed-line services as well as a positive
one-off effect in other operating income in Q3 2017 amount-
ing to EUR 5.8 mn as a result of a legal settlement. Excluding
this one-off effect, total revenues increased by 3. 2% year-on-
year. Wireless service revenues were impacted by pricing pres-
sure in the business segment and regulatory effects from the
reduction of interconnection and roaming charges. Fixed-line
revenues increased, supported by the launch of the exclusve
£ports TV package and increased demand for fixed-line corpo-
rate solutions as well as the geowth in satellite TV subscribers,

The average monthly revenue per user (ARPU) remained stable
in comparison with the previous year at EUR 5.5 The average
maonthly revenue per fixed line (ARPL) increased from EUR 10.8
in 2016 to EUR 11 .4 in the year under review supported

by the upseling of existing subscribers as well as the baling

of exclusive sports content

The increase in 1ota! costs and expenses of 5.1 % in comparison
with the previous yeas was driven primandy by higher equipment
costs following increased costs for smartphones. In addition,
employee costs increased due to sales initiatives while bad debt
EXDENSES rOse year-on-year due to lower collections. These cost
increases were partially offset by lower network maintenance
COsts and decreased interconnection costs.

In the Bulgarian segment, increasing total revenues more
than offzet higher costs and expenses, resulting in an EBITDA
increase of 3.6 % in the 2017 year under review. Excluding
the above-mentioned positive one-off effect, EBITDA deckined
by 1.0% year-on-year. Depreciation and amortisation in
creased by 85.8% to EUR 215.7 mn in companson with the
prévious year due 1o the brand value amortisation in the
amount of EUR 95.7 mn In conjunction with Group-w:de re-
branding. This resulted in negative operating income in 2017
In the amount of EUR -85 .6 mn (2016: EUR +15.4mn)
Excluding the effects of the brand value amortisaton, the
op#rating Income decreasad by B 4% year-on-yeat
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Segment Croatia

The following analysis is based on proforma figures

if not stated otherwise."

The Croatian segment continued is positive operational per-
formance in 2017, which was due to the growth of its fixed-
line business and enduring solid mobile trends. The market
environment was characterised by the strong demand for
larger data packages, bundles and comvergent products.
Vipnet's mobile business profited from the push towards the
higher-value taniff partfolio and mobile Wi-Fi routers, while
trends in the fed-line business remained encouraging on
the back of the sales focus on broadband and TV services.
The fixed-line business was further strengthened by the acqul-
sition of Metronet. The company has been consolidated as of
1 February 2017 In Q2 2017, Vipnet introduced a new con-
vergent portfobo, with more data included and higher speeds,
and introduced new data options for its mabile Wi-Fi routers

In the year under review, mobile subscribers increased by
3,1 % year-on-year. There wete losses in the prepaid segment
while the contract subacriber base continued to rise due 1o
the strong growth of mobile Wi-Fi routers as well as the on-
going general shift from prepaid 1o contract in the market.
This led to a value enhancement of the customer base. The
mobile market share increased from 36.1 % in the previous
year to 36.5% in the year under review. In the fixed-line busi-
ness, revenue-generating umits (RGUSs) rose by 1 3% year-
on-year (regorted: +5 5%), driven primarily by the ongoing
s0lidd demand for TV and fixed-line broadband products,

In the Croatian segment, total revenues rose by 2 6% year-
on-year (reported: +9.2%). This development was attributable
primarily to the strong growth in the fixed-line business as

well a5 the sagnificant increase in visitor roaming due to great-
er elasticity in data usage. Excluding these positive roaming
effects, Croatia also saw 3 rise In revenues from mobile servic-
esin the year under review. Equipment revenues declined de-
spite higher sales volurnes as revenues per device decreased

The average monthly revenue per user (ARPU) increased from
EUR11.9in 2016 10 EUR 12.2 in 2017 due to visitor roaming
as well as the strong demand for Wi-Fi routers. On a reported
basis, the average monthly revenue per fixed bine (ARPL) in-
creased from EUR 23 .6 in 2016 to EUR 28 0 in the year under
review. This was due to the consotidation of Metronet with

a higher ARPL. Together with the steong growth in fixed-line
RGUs, this led 10 a 34.6% increase in reported ARPL-relevant
rEVENUEes year-on-year

The 0.5% Increase in costs and expenses in the year under
review (reported: +5.4%) was primarily driven by highes
roaming costs as well as revenue-related salesforce costs
#nd commissions.

11 Profoema Sgures e nct audited and include effects of VAA trarsactions
SABOAed Betmean e sl Of the compatinan pediod and the end of the
HECetng aeiod. 0 the Croatia segmen, this appliies 1o the acquivton of
fised - line oparande Metionet in Croatis, coraoidated A8 of | Febeuary 2017
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Key performance indicators Croatia
Proforma view

Key financials 2007 2016 Change
in EUR mitkion reported proforma in%
Total revenues 4349 423.9 26
thereof wireless revenues 3133 308.0 1.7
thereof service revenues 2588 269.8 a6
thereof equipment revenues 482 51.2 -8.7
thereof fixed-ne and other revenues 1216 116.0 49
EBITOA 108.0 9486 96
% of total revenues 248% 232% -
Operating income 124 150 -17.2
% of total revenues 29% 35% -
2017 2016 Change

Wireless indicators reported proforma in%
Postpaid subscribers (in '000) 965.2 8468 14,0
Prepaid subscribers (in ‘000) 8075 8732 -75
Wireless subscribers (in “000) 17727 1,7200 KR
thereof mabile broadband subscribers (in "000) 173.2 131 321
ARPU (in EUR) 12.2 1.9 2.7
Churn (%) 26% 28% -
Market share = 365% 361% -
Penetration 175% 143% -
2007 2016 Change

Wireline indicators (proforma) reported proforma n%
RGUs (in'000) 6561 6458 13
thereof fixed-kne broadband RGUs 250.0 248 4 06
2017 2016 Change

Wireline indicators (reported) reported reported n%
ARPL (in EUR) 280 236 18.6
Total access lines (in "000) 2966 2849 41

The slightly higher costs and expenses were more than offset
by revenue growth, which led to an EBITDA increase of 9.6%
year-on-year (reported: <22 4%) . As a result of the higher
depreciation and amortisation, primarily due to the brand
value amortsation in the amount of EUR 7 Smn in conjuncton
with Group-wide rebranding, this led to a 17 2% lower oper-
ating income (reported: «32 1%). Excluding the effects of the
brand value amortisation, the operating income increased by
32 6% year-on-year (repotted: 111 4%)

Belarus segment

The following analysis is based on proforma figures

if not stated ctherwise.!

In Belarus, strong operational developments continued to

face macroeconomic challenges, although there were some
improvernents and the GDP increased slightly by 0.7 % in 2017
(IMF estimation; 2016: -2 6%). In this context, the government
5 maintaining its focus on stabilising inflation, which came
Mats 6% in2017, and keeping in place the caps on certain
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price inCreéases. In the vear under review, velcom continued
with its consolidation strategy in the fixed-line business with
the acquisition of Garant (Gomel), The company has been
consolidated as of 1 August 2017, Since September 2017,
after cpening 1s own data centee, velcom has also been able
1o offer cloud services and digital products (Infrastructure

as a Service, Piatform as a Service). Moreaver, inflation-linked
price ncreasas m the amount of 9% were implemented for
the mobile business as of 12 April 2017 This followeds 8 price
increase in the fixed-lne business as of 1 March 2017

In comparison with the previous year, the mobile customer base
in the Belarus segment declined by 1.6%, which was stiribut-
able primarily to the prepaid and also the postpaid segment

1) Proforea igures are nat sudned &na NCuce effects of MEA tansactions
S18CU1A DEt et the S150T 0F the companon penod snd the end of the
DOIng peslod i the Balntus segment, this appies 1O the pcgassion
Of faad Are operance Garant (Gomed) in Balarus, conschaatec asof
1 August 2007, and the acquisition of fixed lme provides Atlant Telecom
ANG IR ScDutiary TeleSet in Belbtus, consolinated a¢ of 1 December 2016
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Revenue-generating units [RGUS) in the fuad-line business at
the eno of 2017 amounted to 463,400, including the 158,600
RGUs from acquired fixed-line provider Garant (Gomel).

Total revenues in the Belarusian segment increased by 15.2%
year-on-yeds (reported: +21.6%), driven by continuing solid
operational growth on the back of inflation-linked price in-
creases and strong demand for data. Revenues from the sale
of handsets also increased due to the changeover to a portfo-
lic with more exgensive handsets and higher sales volumes.
Ihe supportive FX development in the first hatf of 2017 was
almaost completely offset by a devaluation in the second half
of the year. Overall, the Belarusian Rouble appreciated by
1.0% compared with the same pericd last year (period
average used respectively). On a local currency basis, total
revenues rose by 14.1 % in comparison with the pravious year
(reported: »20.5%).

Key performance indicators Belarus
Proforma view

Costs and expenses Increased by 15.3% in the year under
réview (reported: <23.5%). On a local currency basis, the
incréase amounted to 14 2% (reported: 22.3%). The increase
resulted mostly from increasing equipment costs and higher
personnel costs due to inflation-iinked salary increases as

well as higher roaming costs

In the Belarusian segment, the increasing revenues more

than offset higher costs and expenses, which resuited in an
increase in EBITDA by 15.2% (reported: 19 6%). Belarus
recocded the highest ERITDA margin in the Group, at 46 4%

in the yeas under review (2016: 46 4 %). Excluding the positive
FX effects amounting to EUR 1.8 mn, EBITDA in Belarus in-
creased by 14 1% year-on-year (reported: 18.5%). Together
with lower depreciation in comparison with the previous

year as a result of the solar powet plant project in 2018, the
operating income improved by 34 1% (reported: 40 2%)

Key financials 2017 2018 Change
in EUR million reported proforma n%
Total revenues 3805 3388 15.2
thereof wireless revenues 3598 3108 158
thereof service revenues 2731 2425 126
thereof equipment revenues ns 58 4 224
thereof fixed-lne and other revenues 306 280 95
EBITDA 181.3 1574 15.2
% of total revenues 46.4% 46 4% -
Operating income 1231 97 34
% of total revenues 31.5% 271% -
2007 206 Change

Wireless indicators reported proforma In%
Postpaid subscribers (in '000) 39645 39725 ~0.2
Prépaid subscribers (in “000) = 8997 9723 -15
Wireleas subscribers (in ‘'000) a_.gu.z 6,946 9 -16
thereo! mobile brosdband subscribers (in “000) 3032 3916 -226
ARPU (in EUR) e 41 137
Churn (%) 17% 16% -
Market shate “25% 43.2% -
Penetration 120.5% 120.3% o
2017 2016 Change

Wireline indicators (proforma) reported proforma in%
RGUSs (in '000) 4634 4293 8.0
thereof fixed-line broadband RGUs 2120 2040 39
2017 2016 Change

Wireline indicators (reported) reported reported in%
ARPL (in EUR) 73 78 7.7
Total access lines (in '000) 308.4 1763 70.9
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Key performance indicators Slovenia

Proforma view (= Reported view)
Key financials 2017 2006 Change
in EUR million roported proforma in%
Total revenues 216, =210 09
thereof wireless revenues 180.7 180.0 0.4
thereof service revenues 1329 135.7 -2.0
thereof equipment revenues 435 400 85
thereof fixed-line and other revenues 354 340 38
EBITDA 406 528 -23.2
% of total revenues 18.8% 24.7% -
Operating income 10.5 201 -47.8
% of total revenues 48% 9.4% -
2017 2016 Change
Wireless Indicators reported proforma n%
Postpaid subscribers (in ‘000) 6058 5918 24
Prepaid subscribers (in "000) = 975 12285 =204
Wireless subscribers (in "000} 7033 7143 «15
thereof mobile broadband subscribers (in '000) 468 398 177
ARPU (in EUR) 156 158 =17
Churn (%) 1.7% 15% -
Marketshare 291% 301% -
Penetration 1160% N51% -
2017 2016 Change
Wireline indicators (proforma) reported proforma n%
RGUS (in "000) 183.0 4 172.0 6.4
thereof fixed-line broadband RGUs 704 70.2 0.2
2007 2016 Change
Wireline indicators {reported) reported repotted in%
ARPL (in EUR) 354 354 -0.2
Total access lines (in '000) 70.5 702 03

Slovenia segment

As there have been no M&A transactions in Slovenia
between the beginning of the comparison period

and the end of the period under review, the following
analysis is based on reported figures.

In April 2017, Si mobil was successfully rebranded to Al
Slovenija. The rebranding affects the entire brand presence
in Slovenia and strengthens the positioning in the market

85 a convergent brand. In 2017, the Slovensan telecommuni-
cations market was still charactensed by the fierce campetition
in the mobile market with a focus on comvergent taritfs with
mgh discounts and tanfts with high data allowances. In orger
1o follow market demand, A) Slovenia aiso increased the
data volumes included in its packages in September 2017

fnthe 201 7 financial year, the number of mobile subscribers
ageclined by 1.5%, as losses in the prepaid segment were only
partially offset by an increase in post-paid customers Total
fixed-line revenue-genarating units (RGUs) increased by 6.6 %
year-on-year, mainty drivén by higher demand for IPTV and
voice telephony
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Total revenues in Slovenaa increased by 0.9 % yvear-on-year, as
lower revanues from mobile s¢rvices were more than offset oy
Increasing equipment revenues and increasing revenues from
fixed-line services. Mobile service revenues declined as a result
of negative roaming Impacts and iower monthly fees due to the
enduring highly compatitive énvditonment, EQuipment revenues
rase on the back of higher sales prices dué 10 higher-value hand-
sets, Foed ine sarvce revenues inCréased gue 1o price odjust:
ments for TV products as of 1 March 2017 and RGU growth

Costs and expenses increasad by 8 8% and were pamarily
driven by higher equipment costs following the shift to higher-
value hancsets and rising roaming costs. Content costs in-
creased as a result of more TV RGUs and price increases

for TV nights, while advertising costs also incressed due to
the above-mentioned rebranding

Higher révenues were more than offset by higher costs and
expenses in the year under review and resulted in a significant
decrease in the EBITDA of 23 2% year-on-year. Despite the
lower depreciation and amaortisation, the operating income
dechined by 47 B% year-on-year
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Segment Republic of Serbia

As there have been no M&A transactions in the
Republic of Serbia between the beginning of the
comparison period and the end of the period

under review, the following analysis is based on
reported figures.

In 2017, the seament Republsc of Serbia continued to be
characterised by a highty competitive market with aggressive
convergent offers including high discounts. Vip mobie coun-
teracted this market environment by changing its positioning
in the market and subsequently introducing a new proguct
portfolio with attractive Nlat-rate tasiffs in June 2017, Addi-
tionally, results were impacted by regulatory headwinds due
1o termination rate cuts in |anuary 2017

Compared with the same pe«od last year, the contract share
increased significantly from 57 7% in 20161062 7% In 201 7.

The total number of customers increased by 1.7 % year-on-year.
This was entirely attnibutable to the postpadd segment, support-

€d by high gross additions as a result of the new tariffs men-
tioned above and the high demand for mobile Wi-Fi routers.

Total revenues increased by & 4 % yesr-on-yesr a5 a result of
hegher equipment revenues, which increased as a result of
higher sales prices, and the positive one-off effect resulting
from changed parameters in the calculation of asset retire-
ment obligations, Excluding this one-off effect, total revenues
Increased by 2.6% year-on-year. increased monthly fees were
fully offset by lower interconnection revenues, prescribed by
regulation, and by lower airtime revenues.

In the year under review, total costs and expenses increased
by 5.5% yéar-on-year. mainly driven by higher equipment
costs due 1o mobile Wi-Fi routers and higher handset prices
The higher costs were also attributable to higher bad debts
as well as incréasing personnel and advertising costs as

a result of sales initiatives. These increases were partly com-
pensated for by lower interconnection expenses due to the
above-mentioned termination rate cuts

in the Repubiic of Serbia, the higher total revenues did not
entirely offset the higher costs and expenses, resulting in s
1.2% decline in EBITOA. Excluding the abovementioned one-
off effect, EBITDA decreased by 11 0% year-on-year Together
with somewhat lower depréciation and amortisation than in
the previous year, this resulted in negative operating income
of EUR -6 8mn (2016: EUR -7 8mn) in the year under teview.

Key performance indicators Republic of Serbia

Proforma view (=~ Reported view)
Key financials 2017 2016 Change
in EUR million reported proforma n%
Key financials P 2308 2211 a4
thereof wireless revenues 2246 2138 5.0
thereof service revenues 1396 139.9 -0.2
thoreof equipment revenues 76.4 698 95
EBITOA 384 388 12
% of total ravenues =5 166% 17.6% -
Operating income 58 78 131
%of total revenues 2.5% -35% -
2017 2016 Change
Wireless indicators reported proforma in%
Postpaid subscrivers (in "000) 1,367.8 1,236.8 108
Prepaid subscribers (in '000) 8149 $08.5 -10.3
Wireless subscribers (in '000) 21828 21453 17
thereof mobile broadband subsceibers (in “000) 140.2 581 429
ARPU (in EUR) 54 56 -38
Churn (%) 3.2% 33% -
Market share 261% 224% -
Penetration 1286% 1350% o EC

Al TELEKOM AUSTRIA GROUP ~ ANNUAL FINANCIAL REPORT 2017

19



GROUP MANAGEMENT REPORT

Segment Republic of Macedonia

As there have been no M&A transactions in the
Republic of Macedonia between the beginning of

the comparison period and the end of the period
under review, the following analysis is based on
reported figures.

In 2017, performance in the Macedonian segrment continued
to be characterised by intense competition Both the private
customer and business customer sectors experienced a chal-
lenging competitive eswironment. Customer retention was
the biggest chalienge for all market players In the fixed-kne
market, customers are leaning towards multiple-play offers
rather than maintaining multiple single-play subscriptions

This increases the competitive advantage of convergent oper-

ators such as one Vip. In order to peofit from the demand for
data and attract a larger number of customers with broad-

band products, one Vip introduced Wi-Fi routers in May 2017,

In the year under review, one.Vip's mobile customer base
declined by 2.8% year-on-year as Customers continued %o
move from multiple prepaid to single contract subscriptions.

in the fixed-line business, the number of revenue-generating
units (RGU) increased by 8.4 % compared with the previous
year. The RGU) growth was driven by strong demand for con-
VErgent packages.

Total revenues decreased by 4 5% year-on-year, mostly due
to a decling in interconnection revenues stemming from a
mobile termination rate cut a3 well as flower transit revenues
In the fixed-ling segment

Costs and expenses decreased by 10.0% year-on-year The
dechne was attributable to lower interconnection expenses
due to 3 termination rate cut as well 3s cost savings on account
of the synergies created followng the merger with ONE

Overall, the decrease in total revenues was more than offset
by lower total costs and expenses, and in 2017 EBITDA in-
creased by 15.0% year-on-year Depreciation and amortisa-
tion declined by 35 3% year-or-yesr due to the deprecia-

tion that resulted from the merges in the prévious year, Overall,
the negative operational results improved from EUR -29. 5mn
Nn2016 0 EUR -6 Omnin2017

Key performance indicators Republic of Macedonia

Proferma view (= Reported view)
Key financials 2017 2016 Change
in EUR million reported proforma n%
Total revenues 1140 119.4 -4.5
thereof wireless revenues 877 92.4 -5.1
thereof service revenues 806 828 -26
thereof equipment revenues 6.4 70 -8.9
thereof fixed-line and other revenues 263 270 26
EBITDA 301 261 150
% of total revenues 26.4% 21.9% -
Operating income -6.0 -28.5 797
% of total revenues -52% ~24.7% -
2007 2016 Change
Wireless indicators reported proforma In%
Postpald subscribers (in '000) 3 6474 8410 1.0
Prepaid subscribers (in ‘000) 4263 462.6 -8.2
Wireless subscribers (in '000) 1.072.3 11036 -28
thereof mobile broadband subscriders (in ‘000) T 23 135
ARPU (in EUR) 61 6.1 0.7
Churn (%) _21% 25% -
Market share 478% 495% -
Penetration = 1081% T1077% -
2017 2018 Change
Wireline indicators (proforma) reported proforma in%
RGUS (in '000) 3407 3143 8.4
thereof fixed-line broadband AGUs 1146 1020 123
207 2016 Change
Wireline indicators (reported) reported reported n%
ARPL (in EUR) 123 123 -06
Total access knes (in '000) 149.3 418 53
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Reconciliation tables—additional
performance measures and

further details on the above-
mentioned figures

The follovang tables present all the proforma tables from the
previous section on & reported as well as on a proforma basis
Agditonally, the difference between reported and proforma
values is also pronded and stems from the M&A activities
between the start of the comparison period and the end of
the reporting period mentioned on page 7, Alternative pear-
formance measures are used 10 describe the operational per-
formance. Further explanations are provided to give addition-
al, useful and relevant detail on the company's performance

ARPL (reported)

ARPL-relevant revenues are fixed retail revenues and fixed
interconnection revenues. The ARPL is calculated by dividing
ARPL-relevant revenues by average lixed access lines in a
certain period . The difference 1o fixed-line and other revenues
are interconnection transit revenues, solutions and connec-
tivity revenues, fixed equipment revenues and Other revenyes.

ARPL-relevant revenues

2017 2018
in EUR milkon reported reported % change
Austria 7584 7464 16
Bulgaria 734 70.3 45
Croatia 101.2 778 301
Belarus 19.3 15 nm
Slovenia 299 298 05
Republic of Serbia n.a n.a. na.
Republic of Macedonia  21.2 210 06
Access lines

2017 2076
n ‘000 reported reported % change
Austria 2175 22028 -39
Buigaria 8312 5428 -21
Croatia 2966 2849 41
Belarus 3064 1793 70.9
Slovenia 705 70.2 03
Republic of Serbla na n.a. na
Republic of Macedonia 1493 1418 53

ARPU (proforma)

ARPU-relevant revenues are wireless service revenues, | ¢.
mobile retail revenues (ncl. customer roaming) and mobile
interconnection as well as visitor roaming and national
roaming revenues The ARPU Is calculated based on ARPU-
relevant revenues divided by the average number of sub-
scribers in a certain perod

2017 2018 Change
in EUR mion reported reporied in%
Wireless service
revenues 21390 21462 -0.3

Free cash flow (reported)

2017 2016
in EUR million reported reported % change
Netcash flow
from operating
activities 11748 11855 1.7
Capital expenditures e Sa
paid 7054 -8165 136
Proceeds from
sale of plant, property
and equipment 151 18,9 <20
Interest paid -998 1660 399
Free cash flow 3847 232.0 658
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Belarus Key Financials in EUR and BYN

Due to the impact on the consolidated results of occasionally
substantial fluctuations in the Belarusian Rouble, the
performance for the Belarusian segment is also presented

in local currency.

Belarus Key Financials

2017 2016 2016 % change Absolute change
in EUR million reported reported % change proforma proforma  (proforma-—reported)
Total revenues 3305 3210 216 3338 152 17.9
Total costs and expenditures -209.2 ~168.4 <235 -18).5 -15.3 ~12.0
EBITDA 1813 151.5 196 157.4 15.2 59

207 2016 2076 % change Absolute change
in BYN miison reported reported % change peoforma proforma  (proforma-—reported)
Total revenues 8518 7070 205 7465 141 394
Total costs and expenditures -456.4 -3733 -22.3 _ =3997 -14.2 -26.5
EBITDA 3955 3338 185 367 141 12,9

Presentation of proforma
reconciliation

The following section provides for the proforma values

in the previous section the corresponding reported values
aswell as the difference between both. The difference
stems from the MEA activities listed below.

» The acqusition of fixed-line operator Garant {Gomel)
in Belarus, consolidated as of 1 August 2017

» The acauisition of fixed-line operator Metronet in
Croatia, consolidated as of 1 Febeuary 2017,

* The acquisition of fixed-fine provider Atlant Telecom
and its subsidiary TeleSet in Belarus, consolidated
asof 1 December 2016

For further detalls on purchasing prices and cash outfiow,
see Note (33)
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Group summary

Key financials 2007 20186 2016 % change Absolute change
in EUR milion reported reported % change proforma proforma  {proforma-reported)
Total revenues 43825 4215 &1 42549 30 43 a
EBITDA 1,397.3 13543 3.2 1,3704 20 161
% of total revenues 31.9% 32.2% - 32.2% - -
Operating income i 4439 4867 -8.8 4962 -10.5 95
Costs and expenses 2017 206 2076 % change Absolute change
in EUR million reported reported % change proforma peoforma  (proforma-—reported)
Cost of service 1,394.2 13465 35 1,362.7 23 161
Cost of equipment 584.2 §218 120 5219 nse 0.0
Selling, general &

administrative expenses 994.9 986.1 0.$ $97.2 -0.2 11
Others ns 27 n.m 2.7 n.m. 0.0
Total costs

and expenses 2,985 2,857.2 45 2,884.5 35 273
_ thereof employee costs 7939 7871 0.9 796.6 -0.3 96
__thereof restructuring charges -18.2 72 n.m 12 n.m. 00
Impairment charges 00 23 na. 23 na. 00
Degpreciation and amortisation 953 .4 8653 10.2 B71.9 9.4 66

Segment Croatia

Key financials 2007 2016 2016 % change Absolute change
in EUR milkon reported roported % change proforma proforma (proforma-reported)
Totalrevonues 4349 3983 92 4239 26 256
thereof wireless revenues 3133 3079 18 308.0 17 ol
thereof service revenues 258.8 2499 36 249.8 38 -01
thereof equipment revenues 48.2 51.2 -58 51.2 -5.7 00
thereof fixed-bne ang
other revenues 121.6 90.5 344 116.0 49 255
EBITDA 108.0 883 224 98.6 296 10.3
% of total revenues 268% 22.2% - 23.2% - -
Operating income 12.4 94 323 15.0 -17.2 56
% of total revenues 29% 24% 35% - -
Wireline indicators 2007 2016 2016 % change Absolute change
in EUR million reported reported % change proforma proforma (proforma—reported)
RGUs (in "000) 6541 6201 55 6458 13 257
_ thereof fixed-line broadband RGUs  250.0 2304 67 2484 06 140

The recanclation tbie does NOLAhow wirsless md cators a5 the MEA tansaction » the segreant Crdy comprises the fled fine business
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Key financials 2017 2016 2016 %change Absolute change
n EUR million reported reported % change proforma proforma  (proforma~reported)
Total revenues 3905 3o 216 3388 15.2 179
thereof wireless rmmes 3598 3090 16.5 308 158 19
thereof service revenues 2731 2425 126 2425 126 00
thereof equipment revenues 7.5 58.4 224 58.4 224 0.0
thereof fixed-line and
other revenues 306 12.0 155.0 280 95 16,0
EBITDA - 181.3 1515 196 157.4 18.2 59
% of total revenues 46.4% 47.2% - 46.4% - -
Operating income 1231 B8 40.2 9.7 340 39
% of total revenues 31.5% 27.4% - 27.1% - -
Wireline indicators 2007 2016 2016 F%change Absolute Abweichung
inMio. EUR reported reported % change proforma proforma  {proforma-reported)
RGUs (in '000) 4634 2794 659 42923 80 1499
thergof fixed-line broadband RGUs 2120 1320 806 204.0 39 720

The reconcibation table does not show wreless Wil Cators ak 1ha MSA Lansachion n the segment only comprisas (b lixad-ine bunness

Revenues

2017 2076 2016 % change Absolute change
in EUR million reported reported % change proforma proforma (proforma—reported)
Austria 2,6223 25716 20 25716 20 0.0
Bulgaria 4312 8§20 = A% “12.0 47 00
Croatia 4349 W03 92 4239 26 258
Belarus 3905 3210 216 3388 152 17.9
Slovenia 2161 2141 0= Y= 09 00
Republic of Serbia 2308 2211 a8 2210 a4 0.0
Republic of Macedania 1140 19,4 45 1194 45 0.0
Corporate & other, eliminations -573 -46.2 -241 TAB2 AN 0.0
Total revenues 4,382.5 4,211.5 a3 64,2549 30 a3
EBITDA

2017 2016 2016 %change Absalute change
in EUR million regorted repocted % change proforma proforma (proforma—reported)
Austrio 9142 899.7 16 899.7 16 0.0
Bulgaria 1301 1266 36 1256 36 0.0
Croatia 1080 883 224 98.6 96 103
Belarus 181.3 1515 196 1574 152 59
Slovenia 406 528 232 528 232 0.0
Republic of Serbia 84 se 12 388 a2 00
Republic of Macedonia 301 261 15.0 26.1 B0 o0
Corporate & other, eliminations -45.3 -28.6 -58.5 -28.6 585 00
Total EBITDA 1,397.3 1,356.3 32 1,370.4 = Ege 161
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2017 2016 2016  %change Absolute change
in EUR million reported reported % change proforma proforma  (proforma—reported)
Austria 4722 -493.0 42 -493.0 42 0.0
Bulgaria 2157 -110.2 -958 -110.2 -95.8 0.0
Croata -95.6 -78.8 212 -83.5 KT -7
Belarus 582 -63.7 87 -65.7 n.3 9
Slovenia -30.1 -327 8.0 -327 8.0 0.0
Republic of Serbia -45.1 -46.6 32 466 32 0.0
Republic of Macedonia 360 -55.7 35.3 557 353 0.0
Corporate & other, eliminations -0.5 15.4 nm 154 nm 0.0
Total depreciation & amortisation  -953.4 -865.3 -10.2 -871.9 -9.4 -6.8
EBIT

2017 2016 2006 %change Absolute change
in EUR million repocted reported % change protorma proforma  (proforma—reported)
Austria 4421 4044 93 4044 93 0.0
Buigaria -85.6 15.6 nm 15.4 nm 0.0
Croatis 12.4 9.4 21 15.0 7.2 56
Belarus 1231 878 40.2 917 341 3s
Slovenia 105 20.1 -47.8 201 -47.8 0.0
Republic of Serbia 6.8 7.8 131 -8 131 0.0
Republic of Macedona -6.0 -20.5 79.7 -28.5 79.7 0.0
Corporate & other, eliminations -45.8 -13.2 -248.0 132 -248.0 0.0
Total EBIT 443.9 486.7 -88 496.2 -10.5 9.5

3 "

Capxtal Sxpanditures 2007 2006 2016 % change Absolute change
in EUR million reported reported % change proforma proforma  (proforma—reparted)
Austria 4355 4603 -54 460.3 -5.4 0.0
Bulgaria 813 730 1.3 73.0 na3 0.0
Croatia B&7 76.3 11.0 810 = %
Belarus 473 737 -381 73085 =5 a98:2 01
Slovenie 18 26.8 56.2 268 56.2 0.0
Republic of Serbia 351 259 357 259 357 0.0
Republic of Macedonia 213 35.4 -398 354 -398 0.0
Corporate & other, eliminations -10.0 72 -375 7.2 -37.5 0.0
Total capital expenditures 7369 7641 38 768.9 42 48
1) AoStons 30 proparty, plast od equipment and INangidle 55615, EvCiuting ASSEE et ament cOMGANG

Capital expenditures—tangible

2017 2016
in EUR milion reported reported % change
Austria 3612 3913 27
Bulgaria 538 526 23
Croatio 69.3 7.2 a
Belarus 379 658 42 4
Slovenia 19.3 20.2 -4.5
Republic of Serbia 26.0 19.2 352
Republic of Macedonia 179 309 -42.3
Corporate & other, eliminations -6.0 -69 1.9
Total capital expenditures-tangible §79.3 6404 -9.5
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Capital expenditures—intangible

207 2016
in EUR million reported repocted % change
Austria 74.3 689 79
Bulgaria 275 204 343
Croatia 154 5.1 €88
Belarus = 91 78 164
Slavenia 22.5 66 2418
Republic of Serbia LA 68 373
Republic of Macedonia 35 4.5 -22.7
Corporate & other, eliminations P -39 ~0.& n.m.
Total capital expenditures—intangible 157.6 1237 274

Consolidated non-financial
statement

We refer to the separate consolidated non-financial report
in accordance with Section 2673 (6) UGB

Disclosure in accordance with
Section 243a of the Austrian
Business Enterprise Code ('UGB’)

Shareholder structure and capital
disclosures

Atthe end of 2017, 3 total of 51.00% or 338,895,000 shaces
of Telekom Austnia Akuengesellschaft were held by América
Movil B.Y., Netherlands (Amérnica Movil B V', formerly Carso
Telecom B.V.), a wholly owned subsidkary of Aménca Mo,
S.AB. de C N (‘América Mowd'). The Republic of Austria hoids
28.42% via Osterreichische Bundes- und Industriebateiigungen
Gmb# ("OBIB’), while the remaining 20.58% of the shares are

in free fioat. .1 % or 0.4 milbon shares of the latter were held
Dy the company itself. Employee shares that are being heid in

& cotiective custody account are also part of the free float. The
8s30ciated voting cights are exercised by 3 custodian (notary).
The total number of no-par value shares remains at 664,500,000

Change
2017 2016 In%
Treasury shares 415159 415158 0.0

Furthar getails on treasury shares are provided in Section 27
of the Notes,

Standard change-of-control clauses that could ultimately lead
to the termination of contracts affect the majority of financing
agreements. None of these clauses came into effect in the
2017 financial year or up until the date of this report

The following information concerning the shareholders’
agreement is based solely on publicly avaitable information.)
The company has no additional information, The shareholders’
agreement between OBIB, América Mavil and América Mavil
B.V., Netherlands (‘Aménca Movil BV, formerty ‘Carso Telecom
B.V), came into force on 27 June 2014 (see Note (27)). Under
the terms of the shareholders’ agreement, the parties have un-
dertaken 1o jointly pursue a long-term policy with regard (o the
management of Telekom Austria Aktiengesellschart by exercis-
ing their voting rights on a concerted basis. The sharenolders”
agreement also contains provisions on the joint execise of
voting rights in the committees of the compary for the election
of Supervisary Board and Management Board members and
restrictions on the sale of shares The Supervisory Board of
the company consists of ten shareholder representatives, of
which gight members are nonvnated by América Mavil B.V

and two by OBIB. OBIB has the night to nominate the chairman
of the Supervisory Board. América Mdwil B.V. has the right to
nominate the deputy chairman. The Management Board of the
company consists of three members. Two members are nomi-
nated by América Méwl B V., while one member of the Manage-
ment Board, namely the Chief Executive Officer (CEQ), Is
neminated by OBIS, On 24 July 2015, the Chief Executive
Officer responsibilities of Telekom Austria Aktiengesellschaft
were allocated to Alejandro Plater as of 1 August 2015, as
proposed by the two majority shareholders América Mavil and
OBIB. The Extraordingry General Meeting on 14 August 2014
also amended the Articles of Association to state that, as long
as the Republic of Austria directly or indirectly holds at least
25% plus one share of the share capital of the company, reso-
lutions on capital increases and the issue of Instruments con-
taining a converson right or a convers:on obligation for shares
of the company and amendments to the provisions of the
Articles of Associat:on relating 10 capital inCresses and such
instruments shall require a majority of at [east three quarters
of the share capital represented at the vote on the resolution

CBIB and América Movil B.V. have agreed that atleast 24 %
0f the shares of the company shouid be In free float while the
shareholders’ agreement is in place. This minimum free float

1) Informanon on the takscusr ofer (9 May 2014)
hetpa d'wwm a1 group/en/u /12474
INTOrmanon on the CAgAM e redae As of 7 Novwemitaer 2014
MRS wam 81 group/en/n 14657
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requirement ¢ based on OBIB’s maxmum equity interest of
25% plus one share. if OBIB holds more than 25 % plus one
share of the share capital of the company, the minimum free
float requirement decreases accordingly 5o that Amérnca Movid
can retain an equity interest in the company of 51 % the
number of sharés in free fioat falls below the mimmum while
the shareholders’ agreement is in place, (i) Amérca Mavil

B V. undertakes 1o sell shares within the next 24 months and
() América Movil undertakes to ensure that neither it noe its
subsidlares purchase any additional shares until the minimum
free float requirement is restored,

As long as OBIB holds 25 % pius one share or more of the share
capital of Telekom Austria Aktiengeselischaft, OBIB shall have
the following rights of codetermination in accordance with

the voting rights agreement. the right 10 veto capstal increases
of Telekom Austna Aktiengesellschalt and its subsidiaries, the
issue of certain convertible instruments, the appointment of
the auditor of the financial statements, related party transac-
tions, the relocation of the registeraa office of the company
and matenal business functions, Including research and de-
velopment, the disposal of the company’s core business. and
changes to the name of Telekom Austria Aktiengesellschaft
and the brands of Telskom Austria Aktiengeselischaft, among
other things. OBIB shall also be granted the blocking minority
rights accruing by law to a minority shareholder with an equity

interest of 25% plus one share, OBIB's veto rights in connec-
thon with capdal increases and the issue of certain convertible
instruments are also set out i the Articles of Association

of the company. If OBIS's equity interest falls below 20% but
remains above 10%, OBIB shall retain certain veto nghts,

The voting rights agreament shall expire automatically if the
equity interest held by one of the parties falls below 10%.

Changes to the Management Board
and the Supervisory Board

Al the Annual General Meeting on 3 june 2017, the Supervisory
Board mandates of Stefan Pinter and Reinhard Kraxner were
extended. In the Extracedinary General Meeting on 20 September
2017, Peter F. Kolimann was elected as a member of the
Supervisory Board, following Ronny Pecik’s resignation from
the Supervisory Board 00 9 June 2017

Cash use policy

The A1 Telekom Austria Group pursues a conservative finance
strategy, with a solid investment grade rating of Baa2 by
Moody's and BBE by Standard & Poor's at its core. This onen-
tation ensures a sobd balance sheet structure with moderate

Telekom Austria Aktiengesellschaft: members of the Supervisory Board

End of current term of
Name (yesr of birth) Date of first appointment office/leaning date
Alejandro Cant liménez (1972) = 14.08.2014 2019°
Karin Exner-Wolver (1971) 27.05.2015 2020"
Carlos Garcia Moreno Elizondo, first Deputy Chairman (1957) 14.08.2014 2018"
Peter Hagen (1959) 25.05.2016 2019°
Carlos M, Jarque (1954) 14.08.2014 2018"
Peter £. Kolimann (1962) 20.08.2017 20214
Rewnhard Kraxner (1970) 14,08.2014 2018"
Ronny Pecik (1962) 23052012 09.06.2017
Stefan Pinter (1978) 14,08.2014 2018
Wolfgang Ruttenstorfer, Chairman (1950) 27.05.2010t0 14 08,2014,
resppointed on 27.05201 2020%
Oscar Von Hauske Solis (1957) = 23102012 = 2018"
Members of the Supervisory Board delegated by the Staff Council
Sdvia Bauer (1968) 30.01.2009 to 03.11.2010,
_ re-delegated on 26.07.2012
Walter Hotz (1959) - re-deiegated on 06.05.2011
Wernes Luksch (1967) o 03.08.2007 10 20.10.2010,
. re-delegated on 11.01.2011
Alexander Sollak (1978) ~ ean2o00
Gottfried Kehrer (1962) 27.10.2010

1} The term ot oftice ends at the Annunl Genensl Meeting for the 207 7 fmancial year (30 May 2018)

2} Theterm of otfice ends at the Annual General Meeting for the 201 Sinancial year (prosisanally May 2019)
3} The serm of oftice ancis a1 the Annusl Gensral Mesting for the 201 9 Snancial year (provisionally May 2020)
&) The serm of office ends a1 the Annunl Ganeral Mesting for The 2020 Sinsncial year [prosisionally May 2021)

There were ro changss in the Managenent Bosd of Telerom Austr s M tengeselschaft in 2017
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leverage (Net debt to EBITDA) as well as financial fieobility for
investments and unrestricted access to debt capital markets
In the 2017 year under review, the company rating of the

Al Telekom Austria Group was confirmed by both Standard
and Poor's (B8B} and Mocdy's {Baa2). and the outicok was
increased 10 ‘positive”

Based on the improved operational and financial performance
of the Group, a new expected dividend level was agreed upon
by América Mavil and Osterreschische Bundes- und Industrie-
beteiligungen GmbM (OBIB) in 2016 Starting with the 2016
financial year, this dividend expectation entalls the payment
of EUR 0.20 per share to be maintained or increased on a
sustainabie basis in hine with the operational and financial
developments of the Group,

Risk management

Principles and methods

As one of the leading telecommunications cCompanies in
Austria as well as Central and Eastern Europe, the Al Telekom
Austria Group is exposed 10 a wide range of risks and changes
in market circumstances. The Al Telekom Austria Group's

risk management system analyses risk areas systematically,
assesses the potential impact, Improves existing risk avoid-
ance and nsk elimination measures, and reports on the status
and developments in the Supervsory Board, In this process,
the AY Telekom Austria Group relies on close cooperation
between Group officers and the local risk officers. The risk
management system is made up of seven risk categories

1 Market and strategic risks’ {business risks in budget

and business plan, risk from disruptive business models,
compaetitive risks) are handied by the Group Controlling
division, "2, Compliance risks’ (anti-corruption, capital market
comphance) are monitored by the Group Compliance division,
Part ‘3. Physical risks’ contains risks that may influence the
guaranteed availability and security of the services offereg,
such as technical or topographical risks, which are covered
by business mterruption management. ‘4. Cyber risks’ are
countered both technologically and procedurally by expert
teams. Under 'S. Operational risks’, matters such as invoic-
Ing processes, collection of recelvabies and securing critical
human resources are managed 'S Financial risks’, such as
liquidity, credit, foreign currency exchange rate, transfer and
Interest rate risks, are handled by Treasury 7, Politicad, legal
and regulatory risks’ come unger the responsibility of the legal
experts and the regulatory departments at corporate

and national level.

Risk management 13 parformed by analysing nisks and oppor-
tunities in connection with the short-term and medium-tesm
planning and ongoing busmess operations. One key element
for risk management is to develop effective measures for
reducing and perceiving risks. These are continuously updated
by way of monthly performance calls (MPC) and leadership
tesm meetings (LTM) and by analysing cnitical deviations

and intiated measures. The overall risk situation of this rigk
cateQory is derived from the sum of the individual risks
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n addition to the fixed-kne and mobile communicatons
market in Austria, the A1 Telekom Austria Group hoids leading
positions n six other telecommunications markets absoad
This ensures dwversificatson in terms of both sectors and
geographical regions. The risk sets of the respective markets
visry, which is why risk management is the responsibility of
the local operational units. Risk management is controlled
by the holding company. In aadition to the regular operating
meetings (MPC) and strategic meetings (LTM), a multi-year
plan is crested. This close integration of business planning
and risk management ensures sppropriate rnsk control

Al Telekom Austria Group's risk management is monitored
by the Audit Committee of the Supervisory Board,

The most important risk categories and individual risks that
could materially influence the net assets, linancial position
and results of operations of the AT Telekom Austra Group
are explainea below

Risks

1. Market and strategic risks

High competitive intensity in the A1 Telekom Austnia Group's
markets is leading to sharp price reductions in both mobile
commurications and data traffic. Additional competition (s
arising from innovative and effickent over-the-top players
{OT7s), which are able to offer their services without owning
a network. Accordingly, there is a risk that growth in traffic
volumes will not be sufficient to offset these price declines.
In addition, the monitoring of key macroeconomic indicators
in order 1o as5ess dny changes in consumer behaviour is
animportant aspect of nisk management as well as strategic
pricing and product design

The telecommunications sector is facing the challenge

of being able 10 offer new services and products al increds-
ingly faster rates, Cloud services, over-the-top services and
machine-to-machine are just a few examples of new business
areas where the AJ Telekom Austria Group 1 convinced of
thewr growth potential. In addition, the growing importance
of gigitalisation is taken into account with A1 Digital Intérna-
tional GmbH. However, shorter innovation Cycies are also as-
sociated with innovation risks. Within the América Mdvil Group,
the Al Telekom Austria Group s involved in the discussion on
Innovations.

2. Compliance risks

The annual compliance risk assessment process-which is

an essential element of the A1 Telekom Austria Group's com-
pliance management system - identifies relevant compliance
risks on the basis of structured management interviews and
workshops and defines risk-mitigating measures. The AY
Telekom Austria Group focuses on prevention by means of
traiming and uncompromising appiccation of internal and ex-
ternal guidelines - such as capital market compliance and

a focus on compliance at management level (tone at the top)

Data protection risks are a relevant section of compliance
rsks. The products and services of the A1 Telekom Austria
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Group are subject 1o data protection and data security risks,
particularly with regard 10 unauthorised access to customer,
partner or employee data. Violations of the EU General Data
Protection Regulation (GDFR), which comes into force on

25 May 2018, may result in considerable legal and financial
risks. To minimise potential risk, the EU General Data Protec-
tion Reguiation has been implemented in interdisciplinary
projects within the A1 Telekom Austria Group since eatly 2016
Technical and organisational measures have also been imple-
mented on the basis of risk assessments. All comparies of
the Al Telekom Austria Group undertake 1o comply with the
most stnngent data protection and data security standards.

3. Physical risks

Technical and topographical risks

Maintaining a hagh leve! of availability and reliabslity of the ser-
vices and products offered is a key aspect of operational risk
management, as different threats such as natural disasters,
major technical disruptions, third-party construction work,
hidden faults or criminal activities can all impair their quality
Long-term planning takes technological developments into
account, whie the redundancy of critical components
ensures failure safety, and efficient organisational structures
for operations and security serve 1o secure high standards

of quality, Furthermore, a separate Group guiceling ensures
uniform methods for the recognition and management of the
most important rsks. The ongoing identification and assess-
ment of risks flows into the decision-making process in terms
of the implementation of risk minimisation measures and

the self-sustaining ability of the A) Telekom Austria Group.
Whenever a major disruplion occurs, causes are cianfied and
conclusions are drawn on ways 1o reduce the risks of repeat-
ing the same causes of error. A central approach of insurance
against physical damage also helps o minimise the financial
effects of damage caused by extracedinary events

Environmental risks

Climate change can give rise to risks for the Al Telekom Austria
Group's network infrastructure (ranging from rising average
temperatures and high rainfall levels through to fiooding,
mudslides, etc.). The A1 Telekom Austria Group is actively
committed to climate protection and continuously observes
developments in this area in order to ensure that it can initiate
measures to protect its infrastructure facilities as necessary.

4. Cyber risks

The AT Telekom Austria Group places great emphasis on the
implementation of cyber security standards These are covered
by a series of internal gusdelines and procedures that are con-
trolled, impdemented and monitored for effectveness in critical
situations by means of defined responsibilities. Prevention

of possible risks is the permary focus in critical and important
network elements as well as business and operational support
systems (BSS & 08S) The AT Telekom Austria Group uses the
international IT standards for security techmgues (IS0 27001)
a2 a basis and has defined uniform and state-of-the-art security
information standards and security information policies.

Essential elements in managing cyber nisks are continuous
assessments and software updates 1o the mfrastructure to be
protected as well as employee training The Al Telekom Austria

Security Committee is made up of highly qualified security
experts from all countries of the A1 Telekom Austria Group and
regularly exchanges information about the latest local, regional
and global cyber risks and cyber attacks, This working group
also discusses and coordinates Cross-country protecton
measures in critical situations

5. Operational risks

In addition to the operational management of business-critical
systems (billing, call servers, gateways, etc.), which s per-
formed by means of redundancies, standard processes and
authonsation as well as access management, this category
includes personnel risks.

The A1 Telekom Austria Group counters personnel-related
risks in vanious ways, For example, young talents are recruited
as part of the '1A Career’ programme, which focuses on
graduates, students, trainees and appréntices and ensures
dwersity in the company. The risk of l0sing key employees

Is counteracted by means of forward-looking skill manasgement
and succession planning and Group-wide talent management.
Managers operate in accordance with Group-wide corporate
volues with the dimensions "Team', ‘Trust” and "Agdity’. The
Internal Al Learning Hub development platform (formetly the
Al Telekom Austria Business School) develops employees’
$kibls and abilities and serves as a platiorm for the Group-wide
transfer of expertise. A central e-learning platform provides
tr@ining at any time and in any place throughout the Group

In additon to business-plan-ornented cost planning, human
resources planning includes measures aimed at encouraging
employee mobility Managers are faced with the challenge of
getting more out of fewer resources while preventing burnout.

In 1996, civil servants of the Republic of Austria were alloca-
ted to Telekom Austria Aktiengesellschaft or predecessor com-
pames until their retirement in accordance with the Austrian
Postal Services Structure Act (‘Poststrukturgesets’). Transfers
within and outside the A1 Telekom Austria Group are kmited.
Civil zervants are employed in accordance with public law. The
rights and duties associated with their employment status are
exclusively based on provisions under public law, particularly
the Public Sector Employment Law of 1979 ("Beamten-Dienst-
rechtsgesetz 1979°)

Civil sarvants cannot be [3:d off. Therelore, their employment
contract cannot be unilaterally terminated if the need for their
employment no longer exists, In the event of a beeach of daty,
performance deficiencies, or a permanent incapacity 10 work,
complex acministrative procedures are necessary. Due to

their remuneration scheme, chvil servants normally move 1o the
next remuneration level every two years.

Around 47 % of employees in the Austrian segment have civil
servant status, This corresponds 1o arcund 20 % at Group
level, To address the structure of employee costs, the Austrian
segment has developed not only several social plans In coop-
eration with employee representatives, but also models that
enable empioyees with civil servant status to transfer 1o gov-
ernment ministrigs. Civil servants are also encouraged to
take part i internal mability intiatives withan the context of

Integrated skill management
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6. Financial risks

The A1 Telekom Austrin Group is exposed to liquidity, credit,
foreign cutrency exchange rate, transfer and interest rate risks
{see Note {32))

Investment risks

In general, the A1 Telekom Austria Group counters investment
risks through measures such a5 the active management of
equity investments by means of target requirements, coorg-
nation processes and, where acquasitions of equity interests
are concerned, thorough due diligence and enterprise
valuation {see Notes (16) and (17))

7. Political, legal and regulatory risks
Telecommunications setvices offered by a provider with sig-
nificant market power are subject to extensive network access
and price requlations In Austria, the A1 Telekom Austria Group
is classified as this kind of provider in several sub-markets.
Regulation at wholesale level restricts operational flexibality
with regard 1o products. There s also an obligation 10 provige
access Lo infrastructure and fixed-line services Lo alteérnative
providers, The foreign subsidiaries are 8/so subject to regu-
latory frameworks. Additional regulatory rulings, such as

& réduction in mobide and fixed-line termination rates as a
résull of the European Commission's recommendation on
termination rates, could negatively affect the Al Telekom
Austria Group's earnings development.

Al described in the ‘Regulation’ section, 3 new regulation on
net neutrality and roaming (previously known as ‘Connected
Contnent’ of the ‘Telecom Single Market’ package) came into
force m 2016 with extensive consequences for A1 and other
subsidiaries within the EU. The Body of European Regulators
has issued guiding principles on net neutrality in order to
specify how the regulation should be applied in more detail
The requlation and the guiding principles are open to inter-
peretation on the subjects of both net neutrality and roaming,
50 that harmonised, uniform implementation within the EU is
not guaranteed  Therafore the extent of their effects cannot
be fully predicted and may vary between member states. In turn,
this gives rize 1o legal, requlatory and financial uncestainty,

The draft of the European Efectronic Communications Code
described in the "‘Regulation’ section includes policy cbjectives
for a ‘gigabit society’ and a 5G plan of action. In this context,

the European Parllament has again brought forward & previous

proposal for the abolition of surcharges for internationsl calls
within the EU. This will involve both legal and requiatory risks
a4 well as financial risks in the future.

The A1 Telekom Austria Group and its subsidiaries are party

10 8 number of lega! proceedings both in and out of court with
public authorities, competitors and other parties. An ongoing
dislogue with the stakeholders involved and a regular exchange
of information on controversial issues that could pase a threat
to the company enable the Group to identify problems at

an eatly stage and develop measures 10 counteract them in
a1argeted manner if need be

Internal control system
for financial reporting

Telekom Austria Aktiengeseiischalt has an intérnal contro!
system (ICS) for the financial reporting process, as required
by law. The ICS 15 intended to provide reasonable assurance
regarding the reliability, completeness and accuracy of exter-
nal financial reporting i compliance with international and
national accounting standards. Regular internal reporting to
Management and the review of the internal control system

by Internal Audit also ensure that weaknesses are identifed
prompitly and reported and eliminated accordingty. The most
important content and principles apply to all A1 Telekom
Austria Group subsidiaries. The effectiveness of the ICS is re-
viewed, analysed and assessed at regular intervals. At the end
of each year, the Group's Management carries out an assess-
ment of the relevant companies with the involvement of the
respective business units. Based on the findings of this as-
sessment and the defined criteria. Management stated the in-
ternal control system to be effective as of 31 December 2017,

Due 10 the listing of the uitimate parent, América Mavil, on the
New York Stock Exchange (NYSE), the implementation of the
U.S. Sarbanes-Ouley Act (SOX) is required (again). To this end,
an adjustment and amendment of the internal control system o
reflect this standard was implemented in the 2015 financial year.
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Qutlook

Al Telekom Austria Group outlook for the full year 2018
In 2017, Al Telekom Austria Group managed to grow revenues
and EBITDA via a clear focus on high-value customers and
attractive fixed-line propositions, both on a reported and pro-
forma basia This was achieved despite the fact that most of
the Group's mobsle markets continued to be characterised

by intense competition and regulatory burdens. The macroe-
conomic headwinds siowed down further in most segments.
Results were negatively impacted by the stepwise abolition of
ratail roaming in the EU during the last two years. The Belaru-
sian Rouble showed in contrast to the forgone years a stable
development versus the Euro (+1 0% year-on-year based on
period average). Cost efficiencies enabled the translation of
the solid revenue growth into an EBITDA increase. Moreover,
results profited from acquisitions in the fixed-line business

In the reporting year, the A1 Telekom Austria Group decided

to harmonise its brands throughout the Group and to roll out
the ‘A1" brand :n a gradual mannes throughout the Group de-
pending on local circumstances. This triggered the amortisa-
tion of local brand values, which had reached a total of around
EUR 350mn by the end of 2016. The respective companies
will amortise the brana values until the phase-cut of the old
branas, which is expected to have a negative impact on the
net result until the financial year 2019, with morse than half of
the impact in 2017 and Q1 2018 1n 201 7, the brand value
amoctisation resulting thereof amounted 1o EUR 121.8mn ana
stemmed primanily from the segment Bulgaria as well as to a
lesser extent from the segments Belarus, Croatia and Republic
of Macedonis

For the full year 2018, most of the market gynamics mentioned
above are éxpected to remain

Both in Austria and in the CEE markets, the compeatitive enwvwon-
ment in mobile markets s anticipated to continue, while the
demand for fixed-line services is expected 1o remain a positive
driver across all markets. In the CEE segments, operational
results are expected 10 benefit incrensingly from measures
taken in the past as well as from the macroeconomic iImorove-
ments with GOP growth forecasted in all markets (see page 2)

The negative roaming impact is anticipated to amount to
approximately 1.0% to 1.5% of Group EBITDA for the full year
2018. Contrary to the supportve FX development in 2017,
the operational performance in Belarus is expected to be
negatively affected by a devaluation of the Belarusian Rouble.

In this business environment, the Management of A1 Teletom
Austria Group remains comnutted to its growth strategy and
is concentrating on the following focus areas: exceling in the
core business, expansion of products and services as well as
valug-accretive mergers and acquisitions. As in the prévious
year, results should gain support from ongaoing efforts to con-
tinuously increase operating efficiency.

For the yesr 2018, the Management of Al Telekom Austria
Group expects 1o schieve modest growth in total revenues on
areported bas:s

AT Telekorn Austria Group remains committed to the LTE rollout
across its markets as well as the accelerated fibre deployment
in Austria. Capital expenditures before spectrum iewestments
and acquisstions are expected 1o remain stable in 2018

Vinilst the Managerment of A1 Telekom Austria Group
ascknowledges the kmited pregictability of the Belarusian
Rouble. it expects the currency to devalue by approximately
10% versus the EUR (period average) in 2018

Basad on the improved operational and financial performance
of the Group, a new expected dividend level was agreed upon
by América Mévil and Osterreichische Bundes- una Industrie-
beteiligungen GmbH (OBIB) in 2016, Starting with the finan-
cial year 2016, this dividend expectation entails the payment
of EUR 0,20 per share to be maintained or increased on a
sustainable basis in line with the operational and financial
developments of the Group.

In orcder to ensure its financial flexibility, A1 Telekom Austria
Group remains committed to maintaining its Baa2/BBB ratings
from Moody's and Standard & Poor’s.

Vienna, 30 January 2018
The Management Board

Aﬁﬁ ST STt

Algyandro Plater, CEQ & COO Seglined Mayrhoter, CFO
A1 Telahom Austeia Group A1 Tglebom Austia Geoup
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CONSOLIDATED FINANCIAL STATEMENTS

TELEKOM AUSTRIA AG - Consolidated Statements of Comprehensive Income

n TEUR Notes 2017 2016
Service revenues (ncl_ other cperating income) 3878.05) 3761 113
EQupment revernes 504,432 A50,339
Total revenues (incl. other operating income) 5) 4.362.483 4,211 463
Costof service -1.304, 188 ~1.345.550
Costof equpment -584 243 521 A73
Sellng. ganecal & sdmirestrative expenses ~99%.910 -986.117
Other expenses =11.784 2672
Tots! cost ard expenses (6) -2.985,138 ~2857211
Earnings before intevest. tax, deprecistion and amortisation - EBITDA 1,397,347 1,356,251
Depreciation and amcrtisaton (14]1(15) -953 435 855271
mparment (15) 0 2318
Operating income - E8IT 443.912 485,661
Interest income 14,329 1384t
Interest espense -95 274 LTSI
Intevest on employee tenefts and restructunng
and other financiai items. res -11,220 -9 736
Foregn currency exchange differences, net ~2.594 10013
Equity intarest in net income of a53008ted Comparies -878 1.427
Financs result (N -9% 437 ~126.972
Earnings before income tax - EBT duB.a74 359.690
income tas (28) _-3.006 L3815
Net result 345,468 413,208
Altributatie to
Equsy hoicers of the parent 9.5 387518
Non-contraling enaerests {33) 1,005 27
Hybrid Capatsd awners (27) 25313 26353
Basic and dluted earnings per share attriutatie to equity holders of the parent, in Euro &) 0.48 0.58
Hems that may be reclassified to profit or loss:
Effect of transistion of foreign entities (8127 «32.450 1678
Realisad result on hecgng actvitas. et of tax (32) 4,380 380
Unresised result on securties svalabie-for-sale. net of tax (9H18) 198 105
Reakzad resull on secut tits avalable-for-sale. net of tax N ~33 59
Items that will not be reclassified to profit of l0ss-
Remnessurerment of defined benefs cbisgatons, net of tas 8.181 - 554
Tota! other comprehensive incons (10ss) -19.724 -5.697
Total comprehensive income (ioss) 325,744 &03.508
Anriuaie to:
Equity holders of the parent 299 424 377,821
Non-controling intarests (33) 1,008 S7u
HyUnd Caonsl cwners {20 25313 25313
Sew 2cconpaning Noses 10 30 Consoidated i nancn Stsemaria
The use of Dutomoted Cok: uiIco wyatems may give rise 10 (0undeg Slferences
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CONSOLIDATED FINANCIAL STATEMENTS

TELEKOM AUSTRIA AG - Consolidated Statements of Financial Position

MNotes 3 17 31 December 2016
ASSETS
Current assets
Cash and cash squissients. 18 202390 457 080
SNor-term investments (18) 0 6.733
ACCous 1Rcehatle: Subnctibers. distnitiutons and other, ret (10} 675292 836470
wumlﬂw (1) Fak 925
inveencres rat - = 02) 8842 82063
INCOME tan recewatie (28} 2.807 12818
Onher cutrent sssets net (13) 253.376 241 9%
Totsl current assets 1.226.25! 1.438 865
Non-current sssets
Property. plant and equipment. net {14) 2827919 2650 754
Intangitles, net (15) 2075878 2.321.3%
Gooawil 116) ) 276,342 1241 823
Vvestments in associsted companies (7 a3gn #0820
Long-term investments (18} 12,891 8383
Deferred income tax assets _{28) 327077 286531
Other non-current assets, ret {19) £7.847 54 723
Total non-current assets 6.612.026 6,504,328
TOTAL ASSETS 7,638277 7943194
LIASILITIES AND STOCKHOLDERS' EQUITY
Current lisbiities '
Snort-term debt and cufrent portion of kng-term debt (20) -566 __ 500,065
Accounts payabie 2 784,243 -852 619
ASCrued RaDANES And Current provisions k) ~265.855 +200.022
Income tax payable (28) +35,935 “26.674
Payables dus to related parties 11 -554 ~-§418
Deforred revenves (23) ~156.570 ~163.218
Total currert lisbisties ~1.243,722 -1,847.816
Noav-current liabikties
Long- term dett {29) -2.533.607 2.203.498
Defered incoene 1ax babdites (28) 41619 -83.073
Deferiad revenuss and other noo-current latsltes 125) -38.270 -20.000
Astat retitement obliigation and restructuring (22) 646,852 731,833
Employee benetits {263 -196.842 -206.251
Total non-current liobiities ~3,457.190 -3.324 652
Stockhoiders’ equity
Capital stock «1,449.275 -1 L9275
Treasury shares 7803 7 603
Aggaionsl pard-n capasl 1,100,148 1,100,148
Hybrd capital ~591.186 591,186
Rotained esmings ~491.948 306.338
Other comprenensive mcome (1023} itema 680,137 670400
Equity attributable to equty hoiders of the parent 27 ~2.934617 -2.768.734
Noer-controing interests -2.748 1 083
Total stockholders’ equity =2,937,365 2,770,727
TOTAL LABALITIES AND STOCKHOLDERS EQUITY ~7,638.277 ~7.943.104

See accompaning Notes 10 e Cotachatind Fnanc il Statements.
The 150 of Gutomated Cok o SyR1ems May Gve 1ae 1o 1ounding aMTondes
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CONSOLIDATED FINANCIAL STATEMENTS

TELEKOM AUSTRIA AG - Consolidated Statements of Cash Flows

Notes 2017 2016
Earnings bafore income tas - EBT — 348.474 359,690
Items not requiring the use of cash and other reconcdiotion:
Deprecaton (14) 532 354 548732
AMOMBaNON of intang e sssels (15} 421,082 318538
Impawrment of intengbles (18) 0 2318
Equity Interest in et income of As50CANd COMPInes (171 678 -1.422
Result on sale of investments 7N -78 -3 B51
Result on 3330 of progerty, mww __(5)(6) 5 884 -2 153
Net period cost of bout obt (7)(22}(26) -5.511 23080
Fa‘opmuhjggdm-m (N 2594 -10,003
Iterest income (7 <14,329 -13.851
Rrest expense (7) 99100 Tas 79
Othes adfpatrments -10,807 1927
Changes in financial positions:
Accounts receivable: SUDsCnbers. Gistnbutons and other. net {10) <40, 045 -12.20)
Prepad experses {13) 6,696 5 536
Due from relsted porties {1 =19 246
Inventories (52) -5919 -3 640
Qther assets 013)(19) -15,772 ~16111
Employee berehits and restructuring (22)(28) -108,450 111 476
Ascounts paystie and sccrued babidities 121)(22) -264 2 800
Due to related porties LLAE) -5.864 459
Ceferred revenues (23)(25) -6.629 -£17
Inserest receved 17 14,329 13541
Income taves paid (28) ~42491 ~%8 550
Net cash Bow from opersting activities B 1,174,810 1,195,531
Capieal expenditures paid (31 -705.422 518463
Owigends recesved from associates (LR4D -0 1.265
Proceeds from sale of plant, property and equipment (1s) 15,141 18.0%4
Purchase of investmants (18) &S 2,285
Proceeds from sak of rvestenent (18} 2820 (X1
ACquisntion of businesses, rat of cash scqured (33) -85 731 .26 024
Sale of shates of sssoceted compenies 4173(33) 4052 g
Net cash fiow from Investing activities o ~770.386 -§23.548
Long-term devt obtained (28(31) 268.762 454 248
Repayments of long:taem debt (24)(31) 622000 1083305
Semest poid 4] -99.841 168,047
Change i short1erm debt (20H31) 1.857 <1945
Drodangs pac (27 -168 885 52243
ACquEstion of non-LontroRing witerest 133) -1235 0
Deferted consderation pad for busingss combananons (33) =120.000 0
Net cash flow feom financing activities 659,342 826290
Adjustrent to cash flows due 10 excharge rate Auctustions. net (4) «152 5E3
Net change in cazh and cash equivalents ~255,070 451716
Canh ang cash equvalents begnang of perod @) 457 460 N8 175
Cash and cash equvalents end of period 9 202,390 57,460
aummm»mcumrww
The wse Of SutDmated Cake ulaten SyVsamy My G ek 10 1o diflerences
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CONSOLIDATED FINANCIAL STATEMENTS

TELEKOM AUSTRIA AG - Consolidated Statements of Changes in Stockholders’ Equity

ASITONN

Common stock Tressury shares POKIIN Hydrd Retained
T Par volve - SIpty copaal _earrngs
At 1 january 2016 1,649,275 -7.803 1,100,148 591,186 ~47.978
Net rosut B 0 0 0 0 412,830
Other comptehensne income (loss) 0 0 ] 0 0
Totsl comprebensive income 0 0 0 0 412,830
Digtnbution of divdends . 0 0 0 0 -58.515
At 31 Oecember 2016 1.649275 -7,803 1,100,148 591,186 306.338
Net result 0 0 ] o K
Other comprenengive mcome {ioss) 0 0 0 0 0
Total comprebensive income 0 0 0 0 344 464
Digttibution of dvdends 0 0 7] 0 =158.131
Change i reporting enties 0 o .0 o -722
At 31 December 2017 1,4682795 ~7.803 1,100.148 591,186 491,968

Sec accompanying Notes to the Conschadated Financal Statements

The ume of outomated CAlCULINON SySIOmSs My Ghee 150 10 10undng differences
The tan berefit resuting Nom the SCOrued INTOMONE #e ibuastle 1O byt xd captal hokders i iInclued I the Gatritubon of dividonds (see Note {27))
In the change in reporing entites, NOn Cortroleg INteeas relating 1O S0gAsItIns a0 well 15 ACaUINGONS elfected within the Dusness yenr Mo nothed [see Note (33))
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CONSOLIDATED FINANCIAL STATEMENTS

{

Remeasurement of  Avatable-for-salke Hedgng Teanstation Non-controlling uocMold::’
_  Uefnedbengfitplans Teseive resacve feseive Total Interests equly
-30,772 -387 ~32,848 -596,705 2426018 1,907 2.626022

0 0 0 0 412,830 374 813208

-6,564 166 4.380 -7678 -9.6397 0 -9.697

- -6864 166 4.380 -7678 403,133 374 403.508

0 0 0 0 -58 515 -288 -58.803

~37338 -221 ~28.468 -604.384 2,768,734 1.993 2170927

0 ) 0 0 344 LE4 1.005 345 468

8181 165 4,380 -A2 454 -19.727 3 ~19.724

814 165 4,380 ~32.454 324.736 1,008 325,744

0 0 0o 0 ~158.131 -318 ~158.049

9 0 ° 0 -722 65 -657

=29,155 -56 ~24.068 -636,837 23934617 2,748 2,537,365
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CONSOLIDATED FINANCIAL STATEMENTS

TELEKOM AUSTRIA AG - Notes to the Consolidated Financial Statements

(1) Segment Reporting
2017 (n TELR) Austrig Croatis _Belarus
External revenyes 2ssa,seo 424 222 368,757
idersegmental ievanves. ‘i' gig 10,66 1,69
otal revenues other \J
Segment expentes ‘79 m -326 8 gﬁg
Wi&: 3& 108,020 181
%mg_ww = ~472,)71 215,71 ___a.sz- 7 -sada
imparment 0 ) )
Operating income - EBIT 442,061 -85.57 12.433 123,057
indergqt Mcome. g‘* ! % gul
mm - \ - '3&_‘!
Other fnancial result -4 M». -3.97: 1.1 -4.939
EQuity INLOTEIL in et INCOME O BSSOCED COMPAres .0 bl it i
e ?53“?23 ] Y 5a
u.mm 314,141 -7597 T& 95,780
E'ﬁﬂi!' 34 9% 24 &%
Coprts) esperditures - niangibie Lo 4"‘36!! 1543 %S
Cagstal experditures - tangible 361,194 3,787 89312 37.927
Total capeal axponcitur s 435,536 81,255 84,742 L7062
Aspets by segment 5903261 Ba0 842 676,234 393,977
P ' 3 1,705 Ya 4B, 191 795
7 11 1 12604 141
&mmm% = 168 38 f?:,'g\% g‘k’é‘" (Y
Liceraaes end ngmts of use 950,634 45249 54217 23,525
175,203 59563 65697 25,163
investments in a330c ated companes 0 R 2 0 SR
Lisbilties by segment -2.041,262 -138.18 472477 -100.032
: .
%&'ﬂlm BEar 29 %_ % &
24,290 6413 B8O0\7 8
T e S ot - { —
67 : & -
Degrecianon 8nd amartsation ~a%2 <110.154 -78.842 63,726
2319 [ 0
Operating income - €811 404,41 2 S416 Li7 B
Infetest reome 2,08 2813 3608 1548
-19.336 -9&7 “10 249 =312t
&w@r;gt - ~7177 : 3 2 561
Equty interest in ret income of ass00ated companes . B
Earings beore income tax - BT 381,719 16.990 5.766 791
INCome taes 47,654 1,381 -1,486 16270
Netresult 334,085 15,609 4,280 74,520
spm—' maegin 3465 305% 22.2% a7 2%
Copital expenditures - ntangitie 910 )
Copital espergitures - tangitie - 2
Total captal expencitures 460.252 73.028 76339 73.675
Assets by segment 44351 469 57 Baa 11,695 a6t 4
Propetty. plant and equipment 1,829 894 :S'W_%Tj.__ 0,49 316927
Goodwell 708,211 242 691 102.203 11 018
1 1 oy 76184
Coes o gl vse X ; FrxeTs 26
Other ntangible aazets 'a;"& 80,589 4083 23322
i $330CiFted COMPAnS £,329 0 0
%mug ~2489,07 -174,788 -AT6.041 =101,

The EBITDW maege i coicioned try tviang EBITDA Uy total reviniues (#ciluding other ogmranng income)
ASIBONS 10 usse s A0 rot chide 3300 relaned 10 ARD, 3e0 Notes (14) ara [15)
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, Serba ate & Other Eaminsticos '
211,56 224,193 i, 3_—&—1 5 i) m
3,51 6,608 2¢ ﬁ 70219 e
i@% 1 116,025 1281 -ﬁ K
=175, S5 . 53,760 2.9851
a1 -4,085
%% -45,131 =303 - -59 -953,435
10,475 -L§ - 5,581 -61676 -4,124 443,51
2273 801 iﬁ % -% 14,
5 ) a 7,391 - 95274
715 - ~13 814
—o- —3 -3 - ey e
11,604 =4370 _-8.477 Q;_:m '730;;8‘; aeg,e?e
- - 269 1 3006
Gser e 6207 T20476 -718.483 34568
1 16.6% 6.4 na n 31 0%
72% 11 37565 :gi -5 1575
17,881 1 -7.169
41803 3501 1,31 2308 -12,663
432,967 375832 1 7,910,068 aoesam 7
% 82177 1. 1 i@ %
iA 30.0 31, - 2
4 429 1 71
7. 1a -4 118 i
1%310 16.742 - 376217
B ] _..339 33.971
~73.884 =3,239,03

17.99
1437
n 1@ EAL 11
- B - - 2,857,211
% 26,143 -25,7%9 278 1354251
-32,704 - 55672 -1 15.535 -
0 = 25 - 0 -2.318.
'74_7. -29.529 'A !H 1 1
g.ga 51 37,893 37, 13841
1187 -7 -1 T4l 37,185 -162 518
<79 1,184 - 28 -254,502 274
o 6250 s . 5758 55
2119 - - 128,143 24
949 2 0 122560 _-3.660 53518
20242 10,196 -30,081 260223 245,458 413.208
7% 176% Y na na 2%
47 [ =387 123663
30 A -6 “
35,405 - -7.24
214.335 Y0285 3,901 7943104
86187 ) 5 25507
123,465 -123 468 1,241
C 0 517,001
33 961 0 9 X
LS
s Beits 3
-92.249 -3,894.1 1,875,660 =5,172,468
A1 TELEKOM AUSTRIA GROUP ~ ANNUAL FINANCIAL REPORT 2017 a9



CONSOLIDATED FINANCIAL STATEMENTS

Al Telehom Austria Group has sligned its management structure and the resuiting segment reporting on gecqrapnical markets and reports
seporately Dased on its seven cperating segments: Austria, Bulgaria, Croatis, Belarus, Slovensa, Sertia and Macedonia,

The Management Board of A1 Telehom Austria Group, which regulady meets in Management Board meetings, acts as the chief operating
decision maker. Members of the Management Board are the Group CEOQ, the Group COD and the Group CFO (see Note (35)). The
Menagement Board focuses cn revenue, EBITDA and capetal expenditure (CAPEX).

The accounting poicses of the segments sre the same a5 those of AT Telekom Austria Group {see Note (3)). The segments offer the following
services and products (for brand names, see Note {15))-

Austria. voice tefephony (mobile and fived-line telephone services), convergent peoducts, internet access, data and IT solutions, value-
added services, wholesale services, IP television, sale of end-user terminal equipment as well as mobile business and payment solutions

Buigana: voce telephany (mobile and fixed-ine telephone services), convergent products, internet access. data and IT solutions, vakie-
adced services, whalesale services, IP and sateliite television, sale of end-user terminal equipment as we! as mobde business soluticns

Croaba: vosce telephory (mobie and fixed-ine telephone services), convergent products, internet access, value-added services, wholesale
services, IP and satellite telavision, sale of end-user terminal equipment as well 35 mobile business solutions

Befarus: mobile telephone services, internet access, value-saded services. wholesale services, sale of end-user terminal equipment,
convergent products as well 35 IP television. From 2011 to 2014, hyperinflation accounting accerding 1o IAS 29 was app#ed to the
Subsidhary in Besarus. All non-monetary items of the statement of financial position as well as all ems of stockholders’ equity were restated
for changes in the general price iIndex from the date of initial recognition, These amounts were treated 45 the basis for the carrying amounts
n 2015,

Slovenia: voice teiephony (mobile and fued-ine telephone services), convargent products, sae of end-user terminal equipment. internet
access, value-added servces, wholesale serwces as well as IP 1elevision

Serbia: mobide telephone senices, Internet access, sake of end-user terminal equipment. value -added services as well as wholesale services

Macedonia; voice telephony (mobile and fixed-line telephone services), convergent products, sale of end-usar terminal equipment, DVBY, IP
television, internet access, value-added serices a3 well as wholesale services

Segment revenues, SEGMENt expenses and sogment resuits Include deveries and services between operating segments. Such deliveries
andservices are accounted for at transler prices corresponding 1o competitive market prices charged to unaffiated customers for similar
products. These intersegmental r ansactions are eliminated in corsalidation.

The cotumn Corporate & Other comprises mainly hokiing compantes, the group financing company as well as, starting 201 7, Al Digital, In
the fest quarter 2017, the Austrian subsidiary Telekom Austra Group M2m GmbH (M2M) was renamed Al Dgital International Gmok (A1
Digital). A1 Digital offers mnovatre digial products, cloud and lof services as well as Machine-to-Machine (M2M) business. Business
actities focus on the CEE region and Germany and will be further expanded nternationally. In 2016, M2M was presented in the Segment
Austria. Comparative figures were adjusted accordingly,

Other financial income regarted in the column Corporate & Other mainy relates 10 dwidend income from fully consoiidated subsidiaries
which is eliminated in consoldation, thus having no impact on the Consoiidated Financial Statements, The column Corparate & Othes is
reported n addition to the column Eliminations for improved transparency.

The elimination column contams intersegment CoNSORaton entriws and the reconciiation of segment assets and sabilities to conscildated
total assets and Hatulities. Capital expenditures, as well as depreciation and amortisation, relate to property, plant and equipment and other
ntangible assets.

Norie of the segments records revanues from transactions with a single external customer amountng to atleast 10% or moce of A1 Telekom
Austria Group's revenues

The item other financial result i1 the segment reporting includes interest on employee benefits and restructiunng and other financial items as
well a5 foreign exchange differences.
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(2) The Company

CONSOLIDATED FINANCIAL STATEMENTS

Telekom Austria Aknengesellschaft (Telekom Austra AG) is incorporated as a joint stock corporation under the laws of the Republic of Austria
anda 15 J0Cated In Austria, Lassallestrasse 8, 1020 Vienna, Teletom Austria AG and its subsidiaries (A1 Tedekom Austria Group, previously
Telekom Austria Group) provide the senvices and products listed in the Segment Reporting (see Note (1)) in Austria, Bulgaria, Croatia,
Belarus, Slovenia and Macedonia. In September 201 7, it was decided to use the brand A1 on a group-wide basis, see Note (15). As part of the
congstent iImplementation of the brand strategy, Telekom Austria AG also operates undes the group brand "AT Telekom Austra Group”,

The ultimate parent company of A1 Telekom Austria Group i América Mdvil, 5.4 B, de C.V. (América Mo}, which is located in Mexico. The
Federal Republic of Austna, through Osterreschesche Bundes- und Industriebetelligungen GmbH (OBIB), is the second significant
shaseholder of AT Telekom Austria Group. Aménca Mavil's and OBIB's stakes in A1 Telakom Austna Group are disclosed in Note (27).

In acdition 10 the refated party transactions described in Nate (11), the Federal Republic of Austria regulates certain activities of A1 Telekom
Austria Group In Austnia via the Rundfunt und Tekekom Reguterungs-GmbH (RTR). 1 addibon, the governmant holds the taxing authority for
the Austrian operations of AT Telekom Austres Group and ImpPoses 1axes Such 35 Corporate INcome tax and value-added taxes.

(3) Basis of Presentation

Functional currency

The Consolidated Financial Statemants of AT Telekom Austria Group are prepared in Ewrg. Unless indicated otherwise, all amounts are
reported in thousand Euros (TEUR). The use of automated calculation systems may give rise 10 rounding avferences.

Financial statements of subsioiaries whese the functional currency is 8 currency other than the Euro are translated using the functional
currency principle. For these entities. assets and abilites are translated using the year-end exchange rates, while revenues and expanses
are transiated using the average exchange rales prevailing during the year. The résulting foreign currency translotion is recognised in other
comprehensive iIncome (OC1) and until the disposal of the respactive subsidiary presented in stockbolders’ equity,

Gains and loases that arise from exchange rate Bucluations between the recogrtion of the trandaction and payment date or translation at

year-end are recognesed in the financial resuit

The fofiowing table provides the exchange rates for the currencies in which A1 Telekom Austria Group conducts it transactions

achrange rates ot 31 December Average exchange rates for the yesr

2017 2016 2007 2018
Buigarian Lev (BGN) 1.9558 1.9558 19558 1 9554
Croanan Kuna (HRX) 75137 75597 T 4635 > 63x2
Crech Yoruns (C2X) 255350 270210 26,335 27 634%
Henganan Forint (WUF) 310.3300 306 8300 3092178 3N us
Serbian Dinar (CSD) 1184727 1234723 121 4206 133 108%
Swizs Frane (CHF) 1.1702 | 0739 12 1 090}
Aumanian Ley (RON) 4 6585 5350 4 5683 4 <800
Turkich Lea (TRY) o 5464 27072 41188 23419
Macedonian Denar (MKD) 61.4980 41 579 61 5748 61 5§52
Selaruzian Roubie (BYN) 2 3553 2 0asd 21876 2 2029
US Dollar (USD) 11993 1.0541 11291 — a0
Great Beitain Pound (GBP) 08872 0862 08768 OB18S
Bosrvan Convertibie Mark (BAM) 1.9558 |. 9658 19888 1 3558
Ponzi Zioty (PLN) 41770 48103 42577 4 3230
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Accounting

Al Telekom Austrs Group prepared the Conschicated Financial Statements as of 31 December 201 7 in compliance with the International
Financial Reportng Standards (IFRS/IAS), sssued by the Internabona! Accounting Standards Board (IASB), the interpretations of the FRS
Interpretations Committee (IFRIC) and the intérprétation of the former Standerds Interpretation Committee (SIC), effective as of

31 December 2017 and as endorsad by the Eurcpean Union, as well &5 in 8c¢orcance with the supplémental reguiations of Section 2454 of
the Austrian Commercial Code (UGB).

Significant accounting policies
The general accounting policies are presented m the réspective Notes 1o the Statement of Comprehensive Income and the Statement of
Finance! Position.

Changes in accounting policles
The following amenaments to existing and new IFRS are effective as of 1 |anuary 201 7.

w512 Income Tanes - Racognition of Dederrod Tax Assets for Unrealisad Losses
ws7 _ Stasement of Cagh Flows - Duciosure Initiative (Amendments 10145 7)
AN FRSs Anreaal Impeovernents 2016 - 2016

The initsal application of the standgards (IAS, IFRS) mentioned above nad an msigndicant impact on the Conschidated Financial Statements
snce the amendments were not fully appicable.

The following standards and intérpretations were issued by the IASB, but were not effective at the reporting cate. A1 Telekom Austria Group
has not early adopted these standards and inter pretations and will apply them as of thes effecte date.

B EMoctve * Effectve**
FRS 15 Reverue from Contracts with Customers 1 |anuary 2018 1 lsnuaty 2018
IFRS 9 Financial instruments 1 lanuary 2018 | lanuary 2018
IFRS 186 Leases 1 lanuaty 2019 1 lenuary 2019
FRS1S Reverwe from Contracts with Customers - ClarAcations 1 lanuaty 2018 | January 2018
Cassdicancn and Messurement of Share-based Payment Tracsactions (Amendments 10 not encorsed
IFRS 2 FRS2) 1 |anuary 2018
1 January 2017/
Al FR3s _Anrusl Improvements 2014 - 2016 ! lsnuary 2018 not endorsed
FRIC 22 Foresgn Cuerency Tramsactions and Advance Conaceration 1 January 2018 not endorsed
IAS &0 Transfers of investment Property (Amendments to 1AS 40) 1 january 2018 Not enconsed
FRIC 23 Uncertainty over Tax Treatmants | lanuary 2019 N0t NS 560
FRS S Amengrents Prepayment Faatures with Negative Compensation | lanuary 2019 NoR enoried
Al FRSs Anrual Impeovements 2015 -201 7 1 January 2019 net enciorsed
KRS 28 Amenaments. Long-term Interests in Associates ana joint Yentures 1 january 2079 not endorsed

* Thes standuad/ e pretntion i effectne e annsl pencds hegnnirg on o alfter the presented dote (n scoordacce win IASE)
** This standérd /etergretston s alfectve for anmual proods beginnng oo e after 1he presented date in accoedance with FUf endosement )

Al Teletom Austria Group 1S evaluating the impact of these standards and interpretations on the Consolidated Financial Statements.

in May 2074, the IASB sued the new s1andard IFRS 15 "Revenue from Contracts with Customers®. The new standard for revenus
recognition aims at standardising the multitude of regulations previously Included in various standards. The amount of revenue recognised
and its timing Is determined based on a five-step model. The type of transaction o the sector of the entity I8 not relevant. IFRS 15 contains
additional quaitative and quantitative disclosure abligations. These are asmed at enabling users of the financial statements to understand
the nature, amownt, timing and the uncertainties of revenue and the resulting cash flows arising from contracts with customers. In

Apnil 2016, the IASS issyed clarifications to IFRS 15 refating to identifying parformance obiigations. prncspal versus agent considerations,
25 wedl a3 licensing, As the standard nsett, the European Union has endorsed these clarifications.
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1n 2016, Telekom Austris Group Initiated a group-wide two-phase project for the implementation of IFRS 15 In phase |. employees were frst
tramed and the main changes resuiting from the instial appbcation of IFRS 15 were analysed. In phase |l, the analyses of contracts were
continued with 8 specral focus on the adaption of IT and system processes. A software allowing for IT-based mass dota processing in the
parttolios according 10 the sccounting and disclosure reguirements of IFRS 15 was implemented, The project for the introduction of IFRS 15
15 substantally completed

Asof 1 Januaty 2018, AT Telekom Austria Group initiady applies IFRS 15, electing the modified retrospective approach for the mitial
applicaton in accordance with the trargstion guadance. The following table presents the expected quantiative effects of the mitipl
appication of IFRS 15 on the Consolidated Statements of Financial Posibon as of 1 lanuary 2018 including detailed explanations (see
columns a) to 1))

n TEUR a8 1 jancary 2018 Total ) ) (3] ¢l &) f)
Accounts recervable: Subscrivers,

distributorn and oeher, nat (10) 29.015 155 852 -17 580 «109.288

Iovontories (12) 14 969 14959 0

Contract assets 165 639 155,638

Contract cost 42.316 _ 42316 0

Prepad espenses (13) ~35,562 -35 562 0

Other assets (13) -17,588 -17.565

Instaiment sales (13)(19) -148 802 ~149 802 0

Cortract labiities -166.,412 -165,238 -11.174

Accrued lisbiltes (22) 19.688 18,481 1,205

Deferred revenues (23}{25) 171,184 128,785 36,428 )
Deferred tases -11,108 0 -11,108
Stockholders’ equity -42,352 -6,050 38,152 0 -42.316 - 43246 11,108

For releronces relonng o 1he Notes. e tepchets

Actusl effects ot ) January 2018 may ailfer from expectations as the functionaity of contrals assuring that the amounts recognised, which
are calculnted by IT systems. are ain conformity with IFRS 15 has not been completely examined yet and the requirements of revenue
recogrtion according to IFRS 15 might change in the year of initial appication,

8) According toIAS 18, Instalment sales recesvables were recognised at the present value of the instaiments, Based on the current status,
finencing components are consdered nsignificant according 1o FRS 15 on an individual contract level, Thus instalment sales recenvables
will not be discounted anymore as long as the discounting effect continues 1o be insgnificant. Instalment sales receivables gacounted at
31 December 2017 will be re-measured at their nominal value at 1 January 2018 and the relating accretion effect will be recognised
directly in equaty.

Srarting 2018, this leads 10 an improvement in EBITDA, as Instaiment sales ravenues that have been recognised previously a1 the present
vaue with the interest component roported in the financial result shall now e recogaised at thew full amaunt in revenues. In sadition,
s1arting 2018, the total amount of ingtalment sales receivabies is reported In acCounts recevatie: subscnbers, distributors and other, ret

b) According Lo IAS 18, geaters reseiling mobide cevices acquired from A1 Telekom Austria Group 10 8nd customers have been considered
principas. Due to the regquiations of IFRS 15, hardware sales to dealers will no longear be recognised 8s revenue as the deakrs are now
consiserad agents, Revenue will be recognised only once the mobile devices are 5040 10 end customers. The effect expacted from the
derecogmtion of 8cCouns récenable and revenue refating to mobele cevices In dealers stock at 31 December 2017 as well as the effect
of the recognition of these mobile devices in inventory at 1 january 2018 is reported directly in equity

According 101AS 18, subsigeas 10 dealers have been recognised In prepaid expenses ot the date of saie of mobile devices and expensed
over the minimum contractual term. Accordng Lo IFRS 15, these subsidies are treated a5 a recuction In revenue. Thus the prepaid
expenses are derecognised and the effect expected at 1 jsnuary 201 B is recognised directly in equity.

Starting 2018, the classification of dealers a5 agents leads 10 & later recogniton of equipmant revenues effected Ws dea'ers, At the same
time, the fact that subsicees are recognised as 8 resuction in revenue in 2018 will lead o 8 shift from expenses 10 equipment revenues
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) Provisions for customes rebates and deferred income are qualified as contract kabiities according to IFRS 15 and are reclassiied
accocdingly.

d) According to 1AS 18, discounts and provisions granted to third parties and to empioyees have baen fully expansed. If these discounts and
Provsions aee InCremental costs of obLaming a customer contract. they are recognised as deferrals (CONlracts costs) according to IFRS
15 and are expensad according 10 the expected duration of the underlying cantract. The effect expected from the iniial recognition of
contract costs at 1 january 2018 I8 reported directly in oquity

Starung 2018, this results i a later recogmition of expense, yet no further significant impact on EBITDA is expected.

€) As described in Note (5), AT Telekom Austria Group has previously allocated the majority of transacton prices of multiple -element
Arrangements to goods and services based 0n a detérminaton of 8 separstle value to the customer for each delverable on a standalone
basis, IFRS 15 requires the Identification of separate performance obligations in multiple-elements arrangements based on canain
criteria as well s the allocation of transaction prices to the performance abligdtions in proportion 1o the fak vadues of the underhing
goods and Lervices (stand-alone selling prices).

The application of the criteria for identifying performance cbhigations according 1o IFRS 15 resulted in a re-evaluation of performance
cbligations for fixed-line servces. For mobie communication services, the allocation according to IFRS 15 results in a higher transaction
price for mobse equipment and a lower transaction price for mobile services. The adjusted aliocation of the transaction price has also
insignificant effects on the amount of deferrals for customer loyaity programmes. The effect of the re-evaiusation of performance
obligations for fixed-line services as well as, In accordance with IFRS 15, the effect of the sliocaton of the transaction price for multiple-
elements acrangements for motde services and on deferrals for custaomer loyaity programmes are recognised directly in equity at

1 lanuaty 2018,

Certain magor business customers are granted, i acdition 1o standarcisad multiple-element subsdies, further volume discounts on
hataware and partly on sérvices during the term of the senice contract. ACcording 10 IFRS 15, these are mcluced in the multiple -element
calcufanon as well

For the majority of the contracts, AT Telekom Austria Group apphies the practical expedient according to IFRS 15 10 pool semilar contracts
into portfohos, Dased 0n contract characteristics and duration Only a smail number of complex contracts with majoe clients 8 calculated
on Ingvedual contract basis.

Starung 2018, the change in the allocation of transaction prices 1eads 10 3 shift from Service revenues 10 SqUIDMEnt revenues, the
reiating effect on EBITDA i not significant. For fied-line telephone senvices, the appiication of the criteria of IFRS 15 for identifying
periormance oblgations results in 8 later revenue recegnition in 2018, which & not expected 10 ba significant.

1) The effects on equity of the changes described above are only temporary shifts of results. Thus deferred taxes were recognisad for the
effects relating 1o tne mitia! applicaton of FRS 15,

In Juty 2014 the LAS8 1ssued IFRS 9 “Financial instruments”, effectve for periods beginning on or after 1 |anuary 2018 and replacing 1AS 39
"Financial Instruments”, IFRS 9 introduces changes regarding the classification and measurement of financial instruments, the impairment
of financial assets and hedge accounting.

A1 TELEXKOM AUSTRIA GROUP —ANNUAL FINANCIAL REPORT 2017 46



CONSOLIDATED FINANCIAL STATEMENTS

AT Tetekom Austria Group initially appies IFRS 9 at 1 January 201 B, electing the moddied retraspective appeoach for initial application in
accordance with the transition guidance. The initial application of IFRS 9 1n A1 Telekom Austnia Group has effects on the classification and
measurement of financial assets which are not significant overall. The business mode! of A1 Telokom Austria Group 15 *hold 10 collect’ and
‘nold to coflect and sell’, respectively, 3na no derivative financid! instruments are hokd. The contractual cash fiows of non-derivative financial
nstrements mainly consist of principal and intérest. A1 Telekom Austria Group elected to measure all equity instruments heid as of

31 December 2017 at fair value. Fmancal investments carmed at cost are now recogrised at thew fair value, which leads to an increase in
equity of TEUR 493 at 1 lanuary 2018.

The koss allowance of accounts recenable trade s measured in accordance with the smplified aspproach of IFRS 9 at an amount egual to
lifetime expected losses, Due to the good credn quality of the customers, the current measurement of accounts receivable according to the
mathod of incurred oss only differs inssgniticantly from the required method of lifetime-expected credit losses, thus the adoptian of IFRS 9§
does not have a significant impact on the Consokdated Financial Statements (see Note (32)). The spphication of lifetime-expected credit
1055 0n contractup! assets according to IFRS 15 leads to a reduction in equity of TEUR 2,275 at 1 january 2018 (this effect i included In
column (e) of the table on IFRS 15),

As 8131 Decermnber 2017, A1 Telekom Austria Group Only Invests short-term with Counterparties with investment grade rating, the
requirement of IFRS 9 to recognise expected credit osses has only an nsignificant impact on the Consclidated Financial Statements for 3l
other fingncial assets (see Note (32))

The new requirements of IFRS 9 regarding hedge accounting do not have an effect on the Consolidated Fingncial Statements of A1 Telekom
Austria Group, 8s hedge accounting is not apphed.

IFRS 16 introsuces fundamental innavations that affect especially the lessees’ recognition of leases in the financial statements. Generally, all
leases have to be recognised based on the “right of use approach™. For lessors, the classification of IAS 17 mto operating lease and
financing lease remains unchanged,

The appiicaton of IFRS 18 will affect net assets, financial position and results of operations of AT Telekom Austria Group:

While, up 10 now, Currént payments have been recognised in rental and lease expense and fiture payment cbligations for operating leases
only have 1o be disclosed in the Notes, the majority of the resulting rights and obligations will have 1o be recognised as nights of use and
lease obiigations. At the injtal apphcation, A1 Tesekom Austria Group expects a significant increase of the balance sheet total due to the
InCrease In leasing obligations and a similarly Ngh increase i rights of use,

In the Statement of Comprehensive Income there will be & shift from rental and loase expenses, which is reported i EBITDA, 10 deprectation
and interest expense. For future minimum iease payments for non-cancellatle cperating lease contracts according 10 1AS 17, see Note {29)

The overall impact wil be analysed i & group-wide project for the implementation of IFRS 16. Quantitative effects cannot be reliably
estimated priof 10 the completion of the praject. In the cowse of the project. a software allowing for IT-based mass data processing is
introduced and workfiow processes are adapled. A1 Telekom Austria Group plans to apply the madified retrospective approach for the inital
applicaton of IFRS 16

(4) Use of Estimates
The preparation of the Consolidated Financaal Statements reguires Management 1o make estimates and assurnptions that affect the assets.

Babilities and contingent liatulities reported at the end of any given period, and revenwes and éxpenses for that reported penod. Actugl
reésuits may aiffer from these estimates.
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Management has made judgments in the process of applying A1 Telekom Austras Group's accounting policies. Acdwionally, at the reporting
date, Management has made the following key assumptions concerning the future and has identified other key sources of estimation
uncertainty which bear & significant risk of necessitating a material adjustment 10 the carrying amounts of assets and liabilities within the
next financial year. For 8% sensitiily analyses, the remaining parameters of the onginal calculation remain unchanged, thus no possitie
corredation effects are taken into account.

a) Empiloyee benefit plans: The measurement of the various penson and other post-employment benefit plans as well as service awards 15
based on a method that uses varous parameters, such as the expected discount rate, rate of compensation increase, rate of employee
turnover and pension and salary Increase. Changes in these parameters could result in higher or lower expenses (see Note (26)).

b) Impairments: The impasment test for goodwill, other ntangibie assets and property, plant and equipment is generally based upon
discounted estimated future net cash flows from the continuing use and ultemate disposal of the assets. Changes in the discount rates
used, in the development of revenues, in cost drivers a3 well 83 in capital expenditures could lead Lo imparments o, 1o the extent
permattad, 10 reversa’s of Impairments (see Note (16)). For more information on the carrying amounts of gaodwill, other intangibie assets
and property. plant and equipment, see Notes (16), (15)ana {14).

¢) The estmated useful lives of property, plant and equipment and intangible 355818 subject 10 depreciation and amar tisation represent
the estimated penods during which the assets will be in usa, With respect to changes in depreciation and amortisation resulling from
changes in the useful lives, see Note (14).

d) Share-based compensation: Obligations under the long-term ncentive programme ate measured based on the fair value, which
depends on expected target achievement and the expected share pace a1 vesting date. Compensation expense and liabilities coud differ
from the eatmated amount as of the reporting date if the underlying parameters were to change {see Note (30)).

€) Deferred taxes: In pssessing the recoverabisty of ceferred tax assets, Management considers whether |t is probable that all deferred tax
assets will be regised, The ultimate realisabion of deferred tax assets depends upon the generation of future 1axable ncome gunng the
perds 0 which thase temporary differences will become deductible If AY Telekom Austria Group does not generate sufficient 13wable
income, deferred 1ax s53e1s Cannot be reatsed and therefore will not be recognised (see Note (28))

1) Restructuring {mcluges pravisns for onerous contracts accoragng to 1S 37 as well as provisions for sooal plans according 1o 1AS 19):
The provision is based on vanous parameters such 8s discount rate, splary increase, employee turnover and the probabelity of the
acceptance of termination offers. Changes in these parameters could result in igher or lower expenses (see Note (22}).

g} Allowances lor Soudiful accounts recemvables are based on the estimated probability of default of recervables: Deviation of actual from
the estimated payment behavour of customérs may result in higher o lower expenses (see Note (32)),

n) Asset retrement cbligation: The calculation of the provisson is based on parameters such as estimated decommessioning Costs. discount
rate and inflation rate. Changes i these paramelers may résult in higher oc lower provisions (see Note (22))
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(5) Revenues

The foliowing table se1s out revenues from external customers for each product ine-

in TEUR 2017 018
Service revenues 2.138.992 2146301
Equipment revenues &87 229 419519
Other operating income 102,785 85,629
Wireless revenues 2,708975 2852648
Servce fevenues 1.836.304 1528183
£quipment revenues 37203 30830
Fixed-tine and other revenues - 1,673,507 1.558.013
Total revenues (ind other operating income) 4,382,483 4211 A63

Operating revenues include af revenue resulting from the ordinary operations of A1 Telekom Austria Group, Operating révenues are stated
net of value-sdded tax and any other taxes and fees, covected fram the customer on behalf of tax and other ralevant authorties.

Al Telekom Austria Group generates revenues from fued-ine servnces 8nd modile COMMUNICAtIon SErvices 1o INGreduals, commercial and
non-commercial organisations and other national and foreign carmers.

Fuved-line services include occess fees, domestic and long distance sarvices including internet, fived-to-mabiie calis, internatanal traffic,
voice value-added services, Interconnection, call centre services, data and ICT solutions, televsion services and pubiic Payphone services

Mobsie commurscations services comprise digital mobile communicatons serices including value-added services, text and mutlimedia
messaging, m-commerce and information senices.

Certain arrangements that A1 Telekom Austria Group enters into provide for the delivery of muttiple deliverables by A1 Telekom Austng
Group. For the maobile communication services. these multipie-elament arrangements typically include the sale of a handset, the actwation
fee, the yearly SIM card fee and the phone service contract. For fixed-line senices, these arrangemaents typically include internet and fixed-
line and optional TV.and fabile communication services. In general, A1 Telekom Austria Group determines that such arrangements are
divided ¢t separate ‘'units of sccounting’ besed on a determination of a separable value to the customer for each eliverabie on a
stancaione basis. The 10tal arrangement consideration & allocated 1o the units of accounting based on the relative fair value and after
taking into consiceration arny undertainty of future revenues,

Al Telehom Austria Group recognises long distance and local serice revenus based on minutes of use processed or based on contracied
fixed fee schecules at the time the sérvices are rendered, Revenues due from other national and foreign carmers for incomeng calis from
outsige Al Telekom Austria Group's netwark are recognised in the period the call occurs

Access fees. monthly base fees, maintenance fees, senvice fees and Unes leased 1o busmess customers are partly billed in agvance, resulting
in deferred revenues. These feas are recognised over the period the service is provded. Cash ciscounts and rebates are accounted for as
reductions n revenues when granted.

Revenues from the sa‘e of merchancise and revenues genesated from other services are recognised upon delivery and acceplance by the
Customers or when the services are provded in accordance with contract terms

Setting up customer knes 15 8 separate setvice, offered by A1 Telekom Augtrin Group independently from other services. Revenue on such
Installstion work i3 reccgnised when the setup s completed

AT Telekom Austria Group has entered into 3 imited numiber of agreements with other telecommunication operators cutside of Austria
wherety A1 Telekom Austria Group has granted contractually agreed Sccess 10 eosting capacity within s physical aetwork in return lor
similar access to the physical network of the counterparty. AT Teiekom Austria Group Goes not recognise revenue of lkabiimes to the
counterparty under such agreements apart from the trade revenue arising from sutscriter transactions under normal taridf plans if the
services ransacted under Such agreements are equivalent. The benefits and costs of such swap agreements are reflected in A1 Telekom
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Austnia Group's resalts of operations in the penods i which they are realised through reduced interconnection revenues and expenses,
respectrely.

Al Teferom Austria Group recognises mobiie 8nd roaming serice revenue bosed upon minutes of traffic processed or contracted fea
schedules when the services are rengered. Revenues due from foresgn carnees for internationa! roaming calls are included In revenuas in the
period in which the call occurs.

Cestain prepaid saevices are biliad in advance, resuiting in deferred revenues, These fees are deferred and recognsed over the period the
senice is provided.

Cash giscounts and rebates ase accounted for as a8 reduttion in revenues wnen granted. Customer 8cqQuisition costs are rocognised pro-rata
over the contract Paniod a8 marketing expenses when a Sarvice contract exsts,

In the case of customer loyalty programmes, under which the customers can redeem mobile handsets or 8CCessories against bonus pomts
{award credits) granted 1o them as part of the sales transactions, revenue is deferred at the tme of the granting of the award credits until
the goods are redeemed of the awards expire.

Activation revenues and related expensas are generally recogmsad over the minimurn contract term. Activation fees do not have &
standalone vikue 10 customers and are theretore afocated to the other components of the contract

Other operating income incluces mainly bad debt recavery, collection fees, penalties, revenues from sale of electricrty and rental Income.

In 2017 and 2016, other operating Income includes research and educational tax credits amounting to TEUR 1,649 and TEUR 1,515,
respectively,

(6) Cost and Expenses

The foBowing tabie presents cost and expenses according to their nature:

nTER 2017 2016
Cost of equipment o 585 243 21873
Empioyee expenses. ncluding benefits and taves 793 851 787,065
Other operating expenses 1.607.0%1 1.5+8273
Total costs and expenses = 2.985.135 2.857.211

The cost of equipment Corresponds to material expense Empioyee expenses. including benefits and taxes compese all benefits to
employees excluding own wark capitahsed, whath |3 reported on a net basis.

n TEUR 2017 2
Own work capitised 56 684 12003

Own work capitaksed represents the work performed for own purposes consisting mainty of empioyee costs and deect overneads
capitalised primarily 85 part of propecty, plant and equipment. For the capstaisation of internatly developed software, see Note {15).

The foliowing table provicdes an aliocation of the depreciation and amortisation to the ems of the Statement of Compeenensive income:

nTEUR 2017 201

Costof sercce 83038 BU8 208
Cost of equipment 27348 27187
Setnyg, geners! & sdminstrotive enpenzes 243082 1356925
Depreciation and amortisation 953,436 865271
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The ncrease in seling, general & aomenistrative expenses is Dasicaly due 1o the amortsation of the locd! brands because of the roll-out of
the brand A1 {see Note {15)).

At the Annual General Meeting, Ernst & Young Wirtschaftsprafungsgeselischaft m b M. (EY) was appointed as group suditor for Telekom
Austria AG, Expenses related to the group guditor gmount 1o

nTER 2017 2018
Aud fees 1.298 ESa
Other revens 184 T8
Other servces 142 0
FeesEY 1,623 1,138

The expenses in 201 7 also mctude charges for 2016, In 2017 and 201 6, other reviews rélate 10 expenses incurred foe the issuance of bands
(see Note (24)).

(7) Financial Result

= TEUR 2017 2016
Inerest nCOoma 0n I0Nng and recenables 13.811 13 044
erest reome On Dank deposits 387 6O
imerest ncome on avalable - for-sale fnancial assets 130 193
Interest ncome 14,329 13,841
n TEUR 2017 2016
InMerest expense on fnancial labilses 88,053 132,948
iMerest capanined -5.833 ~5.80
Inlerest expente on astet retirement obligstions 4,720 “ T2
Interest expense on deferred conscerabors 8,333 11 8647
terest expense 95,274 162814

Interest is recognised using the effective interest method in accordance with IAS 39. The decréase in intérest eapense on financal kabilites
is mainly due to the favouratie refinancing for the redemption of & bond in January 201 7 as well as the premature redemption of bank dedt
in 2016 {see Note {24)). Interest expense on gdeferred consderations relates primarily 1o one Vip in Macedonia (aee Note (33)).

Borrowing costs that are directly attributalie 1o the acquisition, construction o production of 8 qualifying asset aze capdtalised as part of the
costof the asset. A quaklying asset is an asset that necessarily takes a substantial period of time to prepare for its intended use In 2017 and
2016, mterest capitalised on internally developad software as well 53 on qualifying assets of property, plant and equipment {see Notes (14)
and (15)) was based on an interest rate of 3.3% and 4 0%, respactively. In 2017 and 2016, the calcuiation of imerest capitalised for
heenses was based on an interest rate of 3.125%, which is detived from a specific financing facility.
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in TEUR 2017 2016
Interes? espense on employee benefit abiigations ERALS 3 6%
INLAQST EXPENSO ON rEstrucTuring DIoviaion 824 52493
Fees for umaad credn lines 2312 2188
Drvidends received -471 563
Gawn on disposal of avalable-for-saie secuntes

tansfered from cther comprehensive income ~&4 “2h
Loss on disposal of availstie-for-sale securities

transderred from cthe: comprerensive iIncome -
Rasut from other investments -] -3.931
INterest o0 1aes S 1514 ]
Interest on employee benefits and restructuring and other financial items, net 11220 5,739

FROSIFIC LU NG DIOVISICRS COMBIT 0N Cul COM DL in ACCondAnce with IAS 37 a3 well i3 provisions for socwe! plans in sccordance with WS 16
For information on the interest rate for restructunng provsions and employee benefit cbiganons, see Notes (22) and (26).

The amounts previously recognised in other comprehensive income (OC1) and subsequently recognisad in profit or loss are disclosed in the
Consohdated Statements of Comprehensie income

In 2017, the resuit from other investments mainly relates to paybox Bank as. in |une 2016, VISA Inc. acquired 100% of the shares in VISA
Europe Limited from the memgter banks, Up to that date, paybox Bank, as a member of VISA Europe Limited, held cne share which was
exchanged for a consideration of TEUR 2,920 ana 1,060 preferred shares in VISA Inc. amounting to TEUR 1,011,

n TEUR 2017 2016
Forege eschange gans. 10,359 20,986
Foresgn exchange loases -12.953 ~30.973
Foresgn exchange differences ~2.594 10.013

The foreign exchange losees 2017 mainky résult from currency fluctuations of the Belarusian Rouble, which were 10 8 large extent
compensated by foreign exchange gans relating to the Serbian Dingar and the Croatian Kuns.

(8) Earnings per Share

Basic and (luted earnings per shate are calculated by dhding he netincome oOr 1083 Dy the weighted average number of commen shares
outstanding for the yeas:

2017 2016
Net rescit attributable 10 owners of the parent in TEUR 319.151 367518
Weighted average numder of Common shares outstending 664.084 841 654 06 Bal
Bagic and diluted earnings per share i Euro o - 0.48 058

For the pumer of shares see Note (27)

According 1o A4S 33,12, the after-tax dradend on the hybed capetal is deductod from the net result attributable to owners of the parent,
since the tybrid cagits! represents equaty but does not constitute net result attrdbutadle 10 owners of the parent (see Note {27)).

Due & Management's decision 1o settie all share-besed compensation plans in cash, no related dlutre effect occurred as of 31 December
2017 and 2006,

(9) Cash and Cash Equivalents
Cash and cash equivaients COMPIISE CESH in Banks and Airancial investments with rémaining matunties of up to three months from the date

of acquesition The hingncial resource fund in the Consolidated Statements of Cash Flows is equal to cash and cash equivalents reported in
the Consolidated Statements of Financial Positon.
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(10) Accounts Receivable: Subscribers, Distributors and Other, Net

n TEUA_ at 31 December 2017 2016
Accounts recelnable, gross £696.399 B&B 722
Aliowances -219.106 ~212.247
Accounts receivable, net 679,292 638,674

At 31 December 2016, accounts receivable: subscribers, distributors and other in an amount of TEUR 382 had & maturity of more than
twelve months and ware noninterest bearing.

The roil-forward of the allowance for doubtful Bccounts receivable: subscrbers, distriutors and other as well as their ageng 1s presented In
“creditrisk” in Note {32,

(11) Related Party Transactions

The significant shareholders América Mdw! and OBIB are considered related parties due to their stake i Teletom Austna AG avowing them
10 control and 10 exercise significant influence, respectively, Through Aménica Movil, A1 Telekom Austria Group is also related 1o its
subsidiaries. Threugh OBIB, A1 Telekom Austria Group is related to the Republic of Austria 8nd its subsiciaries. which are mainly OBB Group,
ASFINAG Group and Post Group as well as Rundfunk und Telekom Reguberungs-GmbH (RTR), sll of which qualy as related pasties. Al
Teleom Austria Group has determined the kind and amount of the transactions concluded with these relsted parties. In 2017 and 201 6,
revenues generated with these related parties were appronimately 3% of the total revenues in the sagment Austria, In 2017 and 20186,
services received from the related parties mentioned above mainly relate to postage fees, transportation, commissions, roaming and fees
to RTR and amount (0 approximately 6% and 7%, respactively, of total cost and expenses {axcluding employes oxpanses) in the segment
Austna.

Al Telekom Austria Group is obligated 10 provide communication services for disadvantaged individuals at reduced tariffs for which it is
entitied 10 appropriate compensation from the government on a contractual basis. The contract with the government concluded v july 2016
specifies the reimbursement of Euro 10,00 per customer per manth for customers having a valia official notice. The total reimbursement
recorded as revenue in the service period was TEUR 13.479 and TEUR 14,532 in 201 7 and 2016, respeciively,

Regarding the transfer of civil servants to the government and the related expénses, provisions and llabivties, see Note (22).

The revenues from and expenses charged 1o 8ssociated companies are set forth in the following table.

in TEUR 2017 2018
Revenuts (incl. other operating income) 1.581 1842
Erpecses 10.759 25 513

In 2017 and 2016, the expenses relate mamly to advertising and marketing services provided by media. at-Group, which was soid on
18 luy 2017 (see Note (17))

At 31 December 2017 and 2016, accounts recenable cue from refated parties and accounts payable due 10 related partwes, as recognised
in the Consciidated Statements of Financial Pasition, relate primasily to Tefecom Linchtenstein and subsidiaries of América Mévil. At
21 Decernber 2016, accounts payable due to related parties also refate to media, at-Group (see Note (17))

Al transactions with related parties sre monstored and documented 1o ensure that prging Is at arm's length.
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The following tabie shows the compensation of key management personned as well 5 the expenses foe pensions and severance for other
employees. Koy management personne! 15 defined as the members of the management boards and the managing directors of all significent
oparating companies of A1 Telekom Austna Group regisiered in the Comparny Register as well as the members of the Management Board of
Telekom Austria AG,

nien 2017 2018
Shoet-teem empioyee benefits 7.393 TS84
Pensioos 538 GH7
Other long-teem benefits 29 1,887
Termnation benetts 685 142
Share-bssed payments 1752 630
Compensation of key management 10.599 7L
Exponses for pensions and saverance fof other employees 21,142 21116
Ex0enses 107 RNSions and severance for Mansgement Bosed 235 233

For memters of the Management Bowrd of Telehom Austris AG. see Note (35}

Expenses for pensions and severance congiat of voluntasy and legal severance expenses, Contributions 1o pension plans and other pansion
payments,

(12} Inventories

Inventones consist of merchancise $0id in the shops of Al Telekom Austria Group of by retaliers and are measued at the lower of o8t or net
realsabie value, with cost beung determined on thi basis of weighted average cost less aliowance based on the turnover rate of the last
twelve months. Net reg/satie value is the estimated sefling peice in the ordinary course of business less the estimated seling expense.

As of 31 December 2017 anat 201 6, the carrying amount of merchanchise measured ! fair value less cost to sell amounted to TEUR 47.482
and TEUR 43,002, respectively. The net amount relating to the valuation of merchanaise that is recognesed in cost of equipment is the
foliowing:

nTEUR 201 2018
Wréte-down/ reversals of write Gown of inventonies _ -a73 1277
Imparment loss: negative vadues: reves sl of Impoyment. posithe vikies

(13) Other Current Assets

Other current assets, net include prepaid ¢xpenses and other current assets.

N TEUR, 31 31 December 2017 2016
AGNCES 10 employees 16920 17521
Reet 11.106 496
Marketing espenzes 38421 38,005
Concession foes 22 559 21 504
Other 14,777 22,808
Prepaid expenses 103,782 110,424

Prepaid marketing expenses mamnly consist of subsigkes for moblie nendsets, which are expensad over the minimumm contractual 1erm,
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= TEUR, 31 31 Decombar 2017 2018
ratament sales 116.785 91 588
Finance loase recenables 0 163
Othee fnancial ssers 10077 11224
Financial assets 126.862 106,051
Fiscal authanbies 4932 10113
Cuatomer koyalty programme oeferrals . 17,565 16 158
Advance payments 1617 <391
Gonermerant grarts 8264 0
Oaher non-financial sscets 8,136 10,478
Non-financial assets #0512 A1,138
Other curtent assets, grass 167,374 146,189
Loss skowance for insncisl ssaets -15.231 -11.962
Less plowarce for nor-financial sasets -2,550 2637
Cther current assets 169,594 131.569

Instalment sales receivables relate 1o mobile hondsets and tablets and equal the presant value of the instalments l63s already amortised
amounts. Asof 31 December 2017 and 2016, respectively, the mstalment sales recenables relate 1o all segments

Other current noa-financial assets mainly consist of claims against the Republc of Austria (see Note (11)), indemnification payments due
from Insurance comparsas and réceivables due from employees.

The roli-forwara of the aliowance for doubtful financial assets as well as thewr ageing is presented in "Credit risk” in Note (32),

(14) Property, Plant and Equipment

Property, plont and equipment are stated at cost, which includes certain costs that are capitalised during the installation and expansion of
the telecommurnications network, Including material, payroll, trect overhond and interest costs as well as the present value of estimated
Cecommessoning and restoration obligations (see Nate (22)). Value-added tax (VAT). which is charged by suppliers and refunded by the tax
authorities, is not mcluded in cost.

Maintenance and repairs are expanced as incurred, wivie réplscements and impeovements are capitalised. The cost and accumulated
depreciabion of assets 50id or retired are removed from the accounts, and any reaulting gain or 108s is recognised in other operating
expenses or other cperating Income.
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Land
Telephone plan wm:‘: Conmstruction s wwentoeies for
i operation leasehold progress  coerancn of the

n TEUR sdequpment  improvements  Otherassets  and advances plant Towsl
Cost

At 1 January 2016 9,795,792 B69.576 439,124 199,746 96,417 11,400,654
Additions 275 64s 11,016 21.308 253,952 139.081 701.002
Owsposats -373542 ~7,808 ~27.934 -267 -9 466 -A19017
Trarafers 253670 2.825 &0.189 -220,737 -85.315 -9.368
Tranalstion acjustment 1,600 352 1,671 -588 90 2915
Changes in reporting entites 18,091 176 1474 166 253 20.160
At 31 December 2016 8,971,254 876,137 475,633 232.261 141,061 11,696, 348
Agaions 245,001 10,541 29.989 229625 97 518 612,670
Dsposss ~305.532 <6673 -61,729 -1,037 -7.764 ~382.935
Teansfers 319,405 A Tu5 21,821 -213683 -104.153 27.835
Transfaton adjustment -29 2498 -3 485 -B.266 ~3.991 273 ~&0.736
Changes n reporting entites 81,965 1,296 3773 1,624 167 B8 831
AL 31 Decomber 2017 10.282,795 882,392 460,926 244,799 127.099 11,998,011
Accumuiated depreciation and impairment

ALT Janary 2016 -7.984 453 -618,009 ~357.029 0 -31,729 -8991.220
Agsuong -a64 438 -29.163 39258 0 -13.873 -546,732
Disposaly 3562.508 6.002 27.358% 0 5,080 &00.915
Transfers 282 20 -46 0 0 257
Transiation adjustmert -1.222 -299 413 ) 57 -1,051
Changes in repartng enttes -6 651 -6 ~1.034 [ 0 -71.781
At 31 Decembee 2016 -8,093.974 ~E41,526 -369.598 ¢ -40.495 -9,145 562
AJditcos ~a52.321 -25977 -43.006 ¢ -11,081 -532.354
Disposals 295.367 LB28 80,606 ] 2,929 363.730
Trarafers -22,026 -129 -251 1] 0 ~ 22405
Tranglation aguatment 18,615 521 3537 0 -9z 20 580
Changes in reporting entities -51,485 =54 =251 0 0 -54 05t
A1 31 December 2017 ~8.307.623 -662.338 -351,223 0 -48,708 -9,370.092
Carrying amount at -
31 December 2017 1,974 572 220,054 109,703 244,799 78.391 2627919
31 Deceroer 2016 1877281 23461 106,035 232.261 100,568 2,850,754

Other assats nciude mdmly 0IMCE And Busress sgapment o well 53 sutomobiées

Depreciation on property, plant and equipment is calculated using the straight-ine method, If an event or circumstance indicates that the
assets may be iImpaired, they are tested for iImparment (see impairment test in Note (15)) Property. plant and equipment under finance
lease and loasehoid iImpeovements are amortisad using the straight-sne method over the loase term or the estimated useful Me of the assat.

whichever is shorter. The useful Ives are;

Yoars
Teansmeson equpment 320
Cabies and wres 220
Communications equipment 2:20
Buiangs 8nd leasehcld morovements 3-80
Furniture. fatures and otnse 226
Other sssets 217
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Spare pasts, cables and supplies are primarity used for A1 Telekom Austna Geoup's network expansion. bn accordance with 1AS 16 8, they
B1€ 1eporied In peoperty, plant and equipment as A1 Telekom Austna Group expects to use these items duning more than one period.

As 0f 31 December 2017 ana 2016, the carrying amount of land amounted to TEUR 59.347 and TEUR 57.534, respectively.

In 2016, the estimated useful ives of certain communications networks and other equipment of the mearged comparty "ONE” in the segment
Macedonia were reduced dué 1o technolegical harmonigation, which led to an increase in depreciation of TEUR 15,655.

Governmaent grants for assets tatading TEUR 10,727 and TEUR 4,226 were deducted from acquisition cast in 201 7 and 2016, respectively

At 21 December 2017 and 2016, purchase commitments for property. plant and equipment amount to TEUR 153,005 and TEUR 150,233,
respectvely.

Sensitivity analysis

The estimated useful Ives of property, piant and equipment and of Intangitle assets represent the periods In which the assets are estimated
10 be used by AY Telekom Austria Group. A change in the uselul ives by one year would lead to the following changes in depreciation and
amortisation,

in TEUR - 2017 2016
Decrease ciue 10 extens.on by one year 243524 187,017
increase due 1o recuction by one year 356251 220507

Due to the amortisation of local brands (see Note {15)), the reduction of useful life by one year resuts in 3 significant increase, 8s brands
may be completely amaortised within 8 year.

{15) Intangibles

Advances/

Utensessnd  Brand names Customer  cONSIrUCHon in
in TELA ngrasofute  andpatents Scttware i progress Tots!
m —— . !t b e ————
At January 2016 2,471,602 653,852 1,228,799 1,927,032 “7,262 5528567
Aogitions 213N 3.160 38,240 0 61,133 123662
Daposats ~346.172 -518 ~&0. 991 0 -2323 -387919
Trarafers 3919 -633 52,394 0 -66.313 9.368
Trarsiaton acustment -2.736 -a84 ~sB8 ~1.110 ~320 ~6.672
Changes in repceling entines .9 3243 1,245 5433 89 10.360
At 31 December 2016 2,148,093 £58,150 1,280,135 1,131,356 61.633 5,279,367
Agdtions 26216 2234 A 540 0 85 573 157572
Daposals -1 9a3 -51 487 -50.614 ~&1 298 ~53 « 145,404
Transters -21 AB7 299 Bs,243 1,906 «75.510 ~27.835
Transiation acjustment 1541 ~8.606 -6.552 ~34.760 ~665 -48 943
Changes n reporting entities 5.7€8 3.907 7.232 _ 23830 0 40,737
At 31 December 2017 2.158.307 607,192 1.338,995 1,081,033 69,968 5,255,494
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Agvances/
Lkensesand  Brand names Cuglomar  CONSruction in

InJEUR ___nghtsoluse  sndpatents _Schtware base  peogress Total
Accumuiated amortiSation and impairment

AL Janary 2016 -956,047 =130.79) -528,254 ~1.005619 o -3,020,712
Adgitions -127.968 <11.591 -137,656 -41.324 0 -318.538
Impairment 0 -&06 -1 685 -138 0 -2.319
Desposals 342,85 0 40,777 0 0 383,626
Tracsfers ~1,110 1,037 ~184 0 0 -257
Teanslation sdjustment 1,004 693 455 -243 0 1,000
Cnanges in reporbng enttes -130 | -388 -258 0 ~776
At 31 December 2016 ~741,399 -141,048 -1,027 844 -1,047,581 0o -2.957.973
Acditions -127.404 -127 482 -142 452 ~23.784 0 -42%.082
imparmans 0 0 0 ° 0 0
Dspossn 1,780 51.468 50481 G) 298 0 545027
Transfers 21.560 756 -310 0 0 22,405
Transistion sopustment 798 -153 5358 34148 0 40,151
Changes n reporting entities -3,082 0 ~5.094 0 0 -B.145
A 31 December 2017 -8a7 317 =216.521 =1,116.860 -&5 918 0 -3179616
Carrying smount at

31 December 2017 1,310,990 39067 219138 B85.114 £9.968 2075878
31 December 2016 1,406 694 $17.00 25229 83.775 61.633 2.321.3%

Liceraes 57 Qs of use 1Chste BONes FOU YRt {1 K00 Cgmration

Intangiie assets with finite useful ves are recognised a1 BCQuISIton COS and amortised over their respective useful ives, If an event of
Crrcumsiance InchCates that the intangdie assets may be impaired, they are tested for impairment (see imparment test). Intangible assets
are amortised using the straight-ling method over thew estimated useful lves:

Years
Rigmg of use 2.50
Paterts 230
Softwore - 216
Subscriber base 212

* See 340 1vms i the followng tatke .

Rights of use amortised over more than 20 years relate 10 indefeasible rights of use of catie fibre or wavelength over a fixed period of tme,
The indefeasible rights are amortised aver the term of the contract.

Licenses areé recorded at cost ond omortsed on a stralght-ane Dasis. The followng table ses forth the terms and total cost mcurred for each
of the majar license agreements.

GSM Icenses UMTS lcenses LTE hcenses
License cost 1.02B.15% 316.860 640.395
End of the term 2023-2031 2019-2031 2024-2033

Al Telekom Austra Group hokis mobée telacommunacation licenses provided by regulatory authontes m Austria, Croatia, Slovenia, Serbia,
Buigana, Belarus and Macedonia.

On & May 2016, Mtel, located in Bulgana, scguired 2 x 5 MHz in the 1,800-MH2 spectrum for TEUR G, 212
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The following table presents expected amorsation expense in TEUR related 1o intangible assets with & firste useful We for each of the

following periods:
in TEUR
2018 451,325
2018 = 230,469
2020 178,497
2021 150,923
2022 N 127.426
Thereater 775,960
The fofowing table presents the changes in the carrying values of brand names by segment:

Corporste &
nTER Austrg Buigare Croatis  Selang Siovenis _ Macedonia Other Total
At january 2016 158,847 243,704 25,8585 73,665 4856 6530 0 513,457
parment -496 0 0 0 0 0 0 -496
Amortsaton 0 ) <B24 -237 ~3.465 -1,.264 0 -5.790
Transiaton adustment o 0 27 -&87 0 10 Q ~206
Changes n repacting
entities 0 0 0 3242 0 0 0 3.242
At 31 Decemiber 2016 158.351 243,704 25,301 76,184 139 5.276 0 §10,207
Imparmant 0 0 0 0 0 0 0 )
Amortisaton 0 ~59.697 “TAT3 -12.983 -1.39% -1 884 0 ~123.207
Translation adjustment 0 (4 198 -9,089 0 -4 35 -8.929
Changes in reporting
entities Q 0 1404 561 0 0 1.942 3.907
At 31 Decombss 2017 156.351 144,007 19.431 54,673 0 3.609 1.907 381,578

Regaiding the Cranges in business Comnaons. sew Note (33)

Brand names are classified as intangible assets with an ndefinite useful e based on an analysis of product life cycies, contractus! and legal
control of the asset and other pertingnt factors. In the course of busness combinations, brand names are recoanised at fair value based on

the “rehief of royaity mathod”

f Management intends 10 drcontinue the use of 8 teand name in the fareseeable futre, its carrying amount s amortised over the remaining
estimated useful ie. In September 2017, Management decided to harmonise the brands in A1 Telakom Austria Group. Depending on the
respective markets, the Austrian brand "A1™ will be rolied out to all segments until the third quastes 2019 at the latest, and the local brands
are amortised 3ocordingly in the relevant segments (See amocisation in the table changes in the carrying values of beand names by

segment).
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The following table provides a detail of the brand names recognised:

TEUR, a2 31 Decomber 2017 20186
Al Telekom Austrin 144,810 144,910
Cabie Runnet a5 &51
YESSS! l2._950 12 950
Total Austria 158351 158,351
Mobitel - 144,007 243704
Towl Buigara 144,007 243,704
Vipnet 18,578 25 301
Netronet ass 0
Total Croatia 19,431 25,301
veicom 54673 73.125
Atlant Telecom [ 3088
Total Befarus 54673 76.184
S.mobl 0 ! Cud
AMIS Sigvenia 0 aa
Total Siovenis 0 1.391
one 1609 _ 53%
Tota! Macedonia 3.609 5276
Exoscale 1,907 Q
Total Corporate & Other 1,907 Q
Tota! Brand Names 381,978 510.207
Therect with indefinite usefu inw 180,258 500 a81
Tnerect with definite useful lve 221,720 9726

Certan turect and indirect development costs associated with internally developed software, are capitaiised once the project had resched
the application developmant stage. The development costs are generally amortised using the straight-ine method aver a period not
exceeding four years, beginning when the asset is sutstantially ready for use. Development Costs requining Capitaksation include direct
costs of materigls and services &s well as payroll costs. Costs incurred during the preliminary project stage, mamtenance and training Costs
as well 35 resesrch and development costs (with the exception of the abovementionad capitaisable development Costs) are expensed as
Incurred

The foliawing 1able provices details about self -developed software reported in line item software.

M TEUR, a1 31 December 207 2006
Torsl gost 120,965 122,557
ALCLrrrided Amortisaton ~57,531 100,774
Carrying amount 23.435 23.183
Agdtions 1822 1 5aB

In 2017 ang 2016, transfers include reclassifications of scvandes/construction in progress 10 tangitle and intangible assets,
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As. 0l 31 December 2017 and 2016, purchase commatments for intangibie assets amounted to TEUR 25,852 and TEUR 31,422,
respectively.

Impairment test

In the event that facts and circumstances indicate that A) Telekom Austria Group’s property, plant and eguipment or intangible assets with
finite useful Wes may be iImpaired, an evaluation of recoverability 18 performed, regardiess of whether theéy are 10 be held and used or 10 be
disposed of. in accordance with IAS 36, an impairment l0ss is recognised when an asset's Carrying amount exceeds the higher of it fair
valug less Costs 1o sell O It value in use. Fair value is the amount oblainable from the sale of the assatin 80 arm’s length transaction. Value
0 use 5 Dased on the discounted cash flows expected 10 arise from the continued use of the 8sset and from i3 disposal 8t the end of its
useful ie. Impairment charges are recorded separately in the Consobdatad Statements of Compeehensive ncome. If there is any indication
that the impairment recognisad = prior Priods no onger exists, A1 Telekom Austna Group consiers the need 10 réverse &l o a portion of
the impairment charge.

Brand names classified as intangible assets with iIndefinite useful Iives are tested for impairment i the fourth quaster of each year in
accerdance with IAS 36, as descriped in Note (16), If an event or crcumstance indicates that an asset may be impaired, iImpairment tests
are carmed out. Due to the fact that brand names do not generate cash inflows that ate largely independent of those from other assets, the
value in use can be determined only for the asset’s cash-generatng unit. The second step according to IAS 36,107 &s to determine whether
an impairment ¥0ss should be recognised based on the 1otal cash-genarating unit.

In 201 6. the imparment test of the cash-generating unst paybox Bank led to an imparment in the segment Austria amounting to TEUR 2,319
#5 the carrying amount exceeded the discounted estimated future net cash fiows approved by Management in the business plans. Beand
name, customer base and software were written off completely (see table of intangibie assets) In 2016, the value In use of paybox Bank
smounts to TEUR 6,797 The pre-tax interest rate on which the cakculation of the value In use 13 based amounts 7.0% in 2016

(16) Goodwill

Gooowil &5 recogrised o the course of busingss combinations snd s messured as the difference botween the aggregate of the far value of
the consicleration traraferred as of the acquisition date and the amaunt of any non-contralling interest less the fair value of the identifiable
838218 acquired and the habities assumed.

The following table illustrates the changes in the careying amounts of goodwill allocated 1o the Cash-generatng units that are expected to
benefit from the synergies of the business comiunation:

nTEWR Austy iy Bulgars Croata Betaruy Sioverss  Macedona Al Digeal Totat
ALY jancary 2016 708.2M1 242,691 100,745 ) 147,632 30,433 0 1229712
Trangiaton adjustment o o o8 250 o % 0 1354
Acquasitions 0 0 410 10,768 0 -421 0 10,757
Ar 31 December 2016 708.211 262,691 102,203 1018 147,632 30,058 0 1261823
Transiatcn agjustment 9 ) 515 1,533 0 -8 =138 1164
Acquisitions 0 o 23.322 4662 __0 0 7.698 35,662
At 31 December 2017 208211 202891 126,041 1Web 147632 30,060 7560 1276362

Fot detads Of J0QusEOns, e Notw (33)
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The acquesition cost of goodwill was as folows:

in TEUR, 41 31 December 2017 2016
Segment Austris 712,231 712231
Segment Bulgaris 842 691 542,691
Segment Crosta 131,078 107.219
Segment Bolarus 459,386 523.617
Segmant Siovenia 175.556 ) 175 684
Segment Maceccms _an 35180
Al Diges 7.560 0
Total cost 2,163,673 2.196.664

Actumulated impairment charges of goodwil amount to:

0 TEUR, 91 31 December 2017 2014
Segmant Austria 4.020 4,020
Segmera Croata §.037 5007
Segmert Belarus 445,240 512 799
Segment Siovena 27.924 27 524
Segmant Macedonia 5111 5112
Accumulsted impairment 887,332 956 561

Impairment test

Goodwill, other intangitie assets with incafinine useful lives and other intangible assets, which are not yet avadabie for use, are not
amaortised, but ae tested for impairment in accorgance with IAS 36 8t least ance a yedr, in the fourth quarter, irrespective of whether there
15 any indication of impairment, by comparing thes carrying Smounts with thes recoverable amounts. If an ¢vent o crcumstance indicates
that an asset may be impaired, Impalkment 18315 are also carried out.

For the purpose of impakement testing, assets are summarnsed in Cash-generating units, which are the smatest identifisble group of assets
that generate cash nflows that are largely mdependent of the cash inflows from other as3ets or groups of assets. Goodwill acquved in a
business combiatan is, from the acquisition date, atocated to each of the cash-generating units, of groups of cash-generating urits that
are expected to benefis from the synergies of the combination, irrespective of whether other assets or kabilities of the acquiree are assigned
1o those units or groups of units. Each unit or group of units 10 which goodwit |8 aliccated shall: (3) represent the lowest level within the
entity at which goodwill is monstored for internal management purposes; and (D) not be larges than an operating segment, Cash-generating
units 10 which goodwill has been aliocated shall be tested for impairment annually by comparing the carrying amount of the unit, including
It goodwill, with the recoverabie amount of the cash-generating unit. The recoverable amount of an asset or a cash-generating unit is the
hagher of i1s 1air value less costs 1o sell and its value in use.

Al Telewom Austria Group performs these imparment tests by colculating the value in use based on capital-market-oriented valuation
methodoiogy. The wesghted average cos2 of capast (WACC) appied corresponds 10 the weignted average interest on equity and gebt, Value
in use Is determined Dy estimating the future net cash flows of the casti-generating unit based on the business plans, which were prepared
for a detatied planning period of five years. Significant assumetions to determing the value in use comprise the development of reverues,
Costdrivers, working capial changes, capital expenditure, growth rate and cdiscount rate,

Assumptions used In DusINess plans are basad on actuals, Industry forecasts and external economic parameters such as the development of
gross domestic proguct (GOP), inflation rates, currency rates, popuiation and other.
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Costs and capital expénditure ive based on past expenence and Internal expectations

The growth rates applied to the perpetunl annuity consider the general growth rates and the company-specific revenue growth rates of peior
penads and those usad in detailed panning, respectively,

The discount rate appied for discounting future cash flows is determinad for each cash-generating unit separatedy based on market data
ana takang into account specihic risks assocuated with the cash-generating unit. The cost of equity is derved from the expected reten on
Investment by the investors. The cost of dedt a5 well as beta factors and capital structure are derived from the peer group based on publicly
available market data

The fofiowing parameters were used 1o calculate the value in use:

Growth rates perpetusl annuity Pre-tax nherest rates”

2007 2018 2017 2018
Segment Austria V1% 06% y 68% 0%
Segmaent Buigaria 1 6% 08% T 4% T8%
Segment Crostis 29% 2% 92% _38%
Segment Belarus 97% 108% 200% 20 3%
Segment Siovenia 12% 06% 8.2% B4%
Segment Macedonia 03% -0 5% 95% 101%
A) Dignnal 1% na 8.5% na

*Based 00 3 1ish-Iree Ierest rane. Sckusiod For MAASL COUNtly BN POy SOCHIC 1SRN A SUNRGNS SSC0ML LI 15 US6d for I plaring PONoas.

At 31 December 201 7 and 2016, the value in use i the segment Austria amounts to TEUR 6,743 .288 and TEUR 4,300,514, respectively, n
the segment Bulgaria to TEUR 1,182 835 and TEUR 858.91 3, respectively, in the segment Croatia to TEUR 389, 824 and TEUR 273,314,
respectively, m the segment Belarus to TEUR 1,310,626 and TEUR 662,083, respectiely. i the sagment Sioverua to TEUR 411,851 and
TEUR 418,159, respectively, in the segment Macedonia 1o TEUR 202,172 and TEUR 192,491, respectively, 8nd in the cash generating unit
Al Digital the value i use amounts to TEUR 467.318.

The value in use is compared with the carrying amount of the cash-generating units (iInclusng goodwill). Impairment charges are
recognised in profit or loss i the carrying amount of the cash-generating units exceeds the value in use. The impairment loss shall first be
aliocated to the carnying amount of ary goodwill allocated 1o the cash-generating unit, and then to the other assets of the cash-generating
unit £eo 1818 0N the bass of the carrying amount of each asset n the cash-generating unit, provided that the recoverable amount is less than
the carrying amount of the cash-generating unil. These reductions in the Carrying amounts represent Impairment i0sses on indiviiual
assets

I the value in use of the cash-generating unit exceeds ity carmying amount, the cash-generating unit and the goodwill sliocated to that cash-
generating unit shat be regarded as nol impaired. Rather, Al Telekom Austna Group exammes i impairment 05535 recognised in the past
{with the exception of goodwill) have 1o be reversed,

Sensitivity analysis

The yse of the following pre-tax Interest rates would lead 10 the Cartying amount equalling the value inuse 8t 31 December 2017 and 201 6:

Pro-tax interest races* 2007 2016
Segment Ausuia 13.3% 1088
Segment Sulgana 11.0% da%
Sagmen! Croatia 11.1% 10.7%
Segment Belsrus 45 6% A3 7%
Segment Siovenis 92% 3.7%
Segment Macedcnia 136% 13 6%
Al Digita! 26 6% na

* Based or @ risk -Aree wiores? rate, 3d,aned or mathet, cm.u-mm.uny-npuic reks
Inn the segment Austig, the senanivty 5o alyss was only carned 0ut for A) Tolehom Austia AG
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With respect to the substantial markets, the following tabie sats focth the changes in revenues, cost drivers and capial expenditure which
would lead 10 the carrying amounts eguaiing the vaiue in use at 31 December 2017 and 201 6;

2017 Revenues Cost  Capital espenditures
Segment Austr(a -10.3% 17.3% LB1%
Segment Bulgaris -83% 130% 437%
Segmert Croatis -3.2% 5% 15.6%
Segment Belarus “257% 60 0% 141.1%
Segmena Siovenis -26% 39% 18.8%
Segment Macegonia -7 9% 13 9% 39 6%
A1 Digitsl -18.2% 25.7% 153.6%
2016 Reveoves Cost _ Captsl expencitires
Segmernt Austria -5.5% 94% 253%
Segman Buigara -1.6% 27% B80%
Segmeen Croatia -1.7% 26% 1%
Segment Belerus ~15.0% 330% 83 3%
Segment Slovenia -2.6% 4% 187
Segment Macecona -57% 95% 301%

1 IR0 SAGINedt ALSirag, The Serstivily Analysis wiss only Coroed out Sor AT Telekom Austra AG
(17) Investments in Asscciates

Investments in associates accounted for uging the equity method as of 31 December 2017 and 2016 a3 well 83 their allocation to the
segments are sat forth in Note (33).

The fallowing is a roll-forwasa of the Investments in associates:

nTEUR 2007 2016
A1 fanuary 40,820 40428
Dvasends raceived - 0 1264
Recogrised income -529 1421
Changes in reporting entites -4.200 g
Tranziation adustment -2.120 23
A13) December 3 40820

2016, the Pvestiment in medha at 18 Inchased = the Peestments in S80CENS wlth the (OpOEOnse 1016 consoidaed equry of the media of -Growg
Dividercis receled ave reported i the set cash fow from mvesting o thitks

On 18 July 2017, AY Tekekom Austria Group sold its 25.3% stake i1 media.at for a consideration paid in cash of TEUR 4,052 and recognaed &
loss of TEUR 1 48 in bne item equity interest in net income of 3350018160 COMpanies.

The foliowing table provides the net Income of the 3ssociated Companies representing the total amounts and not A1 Telekom Austriz
Group's proportionate share:

n TEUR 2007 016
Net mcome 690 PAE S

0 2018, the hnarcal kdocmmation of medss #1- Group i based on N8 repoetieg pend | juty 10 30 e
Nt INCOme Quirs 100 COMmEe phenalve NCome
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The following tatie provmdes the différence between the invesiment in associates and their propor bional equity as well as their aliocation to

the segments.

in TEUR_ 8t 31 Decembes 2007 2018
Propoetional eguty 14,661 16.974
Goodwil 10.682 14 0s3
Purchase price aliocation 8428 9 80u
Investments in associates 387 &0, 820
Sagmant Austria 0 4329
Corporate & Other 33.97) 38491

(18) Investments

in TEUR, 8t 31 December 2012 2018
Marketable securities short-term - avalabie-for-sale [s) 8,733
Short-term investments ] 6,733
W TELUR, 3131 December 2007 2018
Othed investmants CaeTed at cost 1.546 1 463
Othes long-tem imestments 580 923
Marketable securities - avariable-for-sale, long-term 10,765 R
Long-term investments 12,891 8,383

Marketable securities available-0r-sale sarve partialy 85 coverage for 1he provision for pensions in Austria 8nd as a cash reserve for paybox
Bank AG accorang ta the requirements of the Capital Requitements Regulation, the Tnternal Liquidity Adeguacy Assessment Process’ and
contractual obigations to the iicensor VISA. In accordance with 1AS 39, AT Telekom Austria Group carries these securities at fair value.
Uneealised gasns and losses resulting from the change in their fair value are recorded In other comgeehensive income (QCI). net of Income

t3n.

QOther iInvestments carned at cast Include mvestments in unquoted equity Instruments (Imestments) which are not carried at fair value
because thelr fair value cannot be reliably determined. These relate manly to CEESEG AG. As the stake in CEESEG AG can only be disposed
of at the Initial iIndexed purchase paice and due 10 the atsence of an active market. this equity Instrument is carred at acquisition cost.

As of 31 December 2017 and 20186, respectively, other long-term investments comprise foea deposits,

(19) Other Non-current Assets

in TEUR, ot 31 Decerber 2017 2016
Finance lesse recenaties 0 2619
Instairent sales 49 806 434812
Ceher financial assets 1,888 1 588
Financial assets 51,161 “7819
Other non-financial assets 8,557 8,528
Other non-current assets. gross s9.118 58147
Less aliowance for financial assets -1,71 1,424
Othar non-Current assets 57,547 54,723

For mfcrmation on instaiment sades receivables, see Note (13). Until November 201 7, instalment sales contracts in Belarus were ondy

conciuded with Lerms of Jess than twelve months, As of 31 December 2016, the finance lesse recerables comaned 8 Conlract relating 1o

indeleasible rights of use of dark fiDre that was prematurely terminated in 2017
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Other nen-fmancial assets mainly include preépayments for mpintenance agreements, boense fees and rent.

The roll-forward of the allowance foe doubtful non-current iInstaiment sales receivables and other son-currént financial 25561s as we' a8

el 8geng is presented in “Credht risk” in Note (32).

(20) Short-term Debt and Current Portion of Long-term Debt

in TEUR, 8131 Deceerber 2017 2016
Cutrnt parmon of kng-term debt 0 499953
Srorttemmoebt 1 35
Currert porbon of leaze obixgations 549 7
Short-term cent 566 500,066

For further information regarding the current portion of long-term debt and lease oblgations, see Notes (24) and (29). Further funding

sources are listed » Naote (32).
(21) Accounts Payable

Accounts payable consist of the foliowing items:

in FEUR ot 31 Decembar 2017 2016
Fescal authorties 63.087 £6.797
Sociai secutity 10.483 10,476
Employees 35.648 16.311
Long-term incentive program 2823 1,327
Emplayees - transferrod 10 government 1.249 4084
Prepayments from customers 11.903 13262
Government 142 130
Other non- Enandial habities 41563 %225
Current non-financial llabilities 128,395 106.600
Suppliers 592.032 553 747
Deferred consiciration f1om business combnations 19 111662
AZCTond Interest 20 990 29,624
Cash Seposits recenved 8921 8710
Ceher cuerent finanoal tablities 22,886 2027
Current financia rabiites 654848 746,018
ACCOUNs Payable 784,243 452 619

Liabilitees due to tax authorities mainly include vakue-added taxes and payroll taxes

Liabiities regarding soclal security relate to statutory contributions to the social security system,

Lisbeénties due to employnes mainly refate to salaries payabie (Including ovartime and travel alowances) and one-Ume termination benefits
and jubdee payments. Accrtionally, 83 of 2017 liabilities due 10 employees COMPrise UNUSEd vACANon Gays which were reported i provision

for employees until 2016 (see Note (22)).

For mformation on the long-term Incentive programme, sae Note (30

The liabilities regarding employees - transferred 10 government include compensation for reductions in salanies, lump sum payments for any

shortfall In pangion payments as welt as one-off payments (o civil servants of A1 Telakom Austria Geoup (see Note (22)).

At 31 December 2017 and 201 6, accounts payable amounting to TEUR 20,788 and TEUR 8,277, respectively, have & maturity of mere than

twedve months.
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Foe purchase price lisbities from business combinations, see Note (33), Acorued interest includes interest on bonds (eee Note (24)). In
2017 ang 2016, cther current fmancial labilities include mainly customer deposits

(22) Accrued Liabilities and Current Provisions, Asset Retirement Obligation and Restructuring

Customes mnm
n TELR Restrutunng Employees  sllowences obtigaton Legol Ctrer Towt
At 31 December 2016 613,541 12297 20,190 226,633 13,197 34,322 1,030,854
Agdmons 9,146 37.943 16,992 8240 2.3% 10.959 65669
Changos in estimate 4,807 0 0 17,702 0 Q 2510
Used -97,390 -59.052 ~16.355 ~2.557 -gus 18218 -195.217
Aelesses ~33.535 -5, 773 ~2.304 -6.181 -1,726 -3,60 ~52.159
Accrehon expense “ B2a "] Q 4,720 0 0 9545
Reclasaificatons* -436 8,130 0 0 o “1.429 6264
Translavon adpssrent o -126 0 -864 8 -320 -1,303
Charges in reporting entities 0 116 0 0 77 5359 550
At 31 December 2017 500,957 105.208 18483 247692 13,301 27.065 912,706
31 Decemiber 2017 399,189 ¢ 0 247692 o 0 546,852
31 December 2016 505,200 4 0 226633 0 0 731,833

* Reclassteanion to curment kataities o shoet -term porlioo of empioyee benedt ctAgasons

In estabiishing provisions, Management assesses if there & & present cbligation to a third party, the payment is probable and the amount
can be estimated rellably. A1 Telekom Austria Group récords provisions based on the best estimate of the expenditure required 10 settie the
present obligation.

Al Telekom Austria Group expects that appeoximately 60% of the provisions and accrued listilities. with the exception of the asset
retirement obligation and the provision for restructuring, wik be utised during the following financial year. Even if A Telokom Austria Group
does not expect an cutfiow of funds in the following financial year, provisions and accrued iabdities are repoeted as short-term as tha timing
of such outfiows cannot be controlled by A1 Telekom Austria Group.

Restructuring

In 2008, 8 compréhensive restructisnng programme was initiated in the segment Austria. The provision for restructuring includes future
compensation of employees who will no longer provde services for A1 Telekom Austria Group but who cannot be lasd off due to ther status
83 cnvl servants, These employment contracts are 0nerous contracts under 1AS 37, a3 the unavoidable cost related 10 the contractul
oohgaton exceeds the future economic benefit. The restructuning programme also incluoes socal plans for employees whose empioyments
will be termanated in 8 socislly respansible way 0 2009 and every year from 2011 10201 7, new social plans were initiated which provde for
early retirement, special severance packages and golden handshake optons. Due 10 their nature as tesmination benefits, these socisl plans
&re acoounted for BCCording o IAS 19, At 31 Decernber 2017 and 2016. the corresponding sability amounts to TEUR 482,858 ana

TEUR 589,468 and incuges 1,879 and 2,021 employees, respectively.

Provsions for restructuning are récorded at their net present value. In 201 7 and 2016, the rates of compensation INCreéase used 10 measure
the provisions are the same as those used for emplioyee berefit obligations (see Note (26)). The followeng table provides the discount rates
used, which are determined Dased on the Mercer Yield Curve Approach takeng into account the respactive maturites, as well as the
fluctuabon rate, which is only applied to provisions for onercus Contracts accoraing 10145 37,
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2017 2016
Emplayees permanently leaving the service process 1.25% 1.25%
Socel plans. 0.75% 075%
Civil servants transferred 1o the Governent 1.25% 1.25%
EMpIoyOR 1Dt rate 274% 3u 3%

Changes in the provision are recognised in employee expense and reported » the ine item selling, general and administrative expenses,
while the accrelion expense is reported in the financial resuit in the line item intecest expense on réstructuring provisaon (seo Note (7)) A
part of the provision was refeased since a number of employees returned to regular Operations, were transférred Lo the government or opted
for schemes such 85 golden handshakes, special severance packages and early retirement 10 an extent not foreseeable at the time of the
measurement of the provision in the previous year. The change In estimates is due to adustments of the rate of compensation for cral
Servants released from work (see Note (26)) a5 well as an adustment of the employee turnover rate. The employee Llurnover rate takes mto
consideration empioyees leaving in the future as well as temporary re-employment within A1 Telekom Austria Group and is only applicable
to the provision for employees permanently leaving the service process and not to provisions for social plans.

Based on the general agreement for the transfer of personnel, which was concluded with the Austran government in 2013, employees
transfering voiuntanily to the government can apply for 8 permanent transfer after a peobation penod of six months. During this pecbaticn
penod, AT Telekom Austria Group bears the salary expense. In case of 8 permanent transfer, A1 Telekom Austria Group has to compensate
the government for any excess expense arsng due to differing professional classifications of work places. Furthermore, compensation
payments have 1o be effacted 1o civil sarvants up o the age of B2 (optionally also one-off payments),

&5 .0f 31 December 2017 and 2016, the provision for the transfes of civil servants to the government amounts to TEUR 18,099 and
TEUR 24,073 and comprises 176 and 193 employees, respectively. For information on the kability for employees transferred 10 the
government, see Note (21)

Weighted average duration
The weighted average duration of the restructuring obligations is as follows

= TEUR, a1 31 Decerrber 2007 2018
Emplayees permanently leawng the senvice process T8 g3
Socal plans 35 38
Cowl sorvants transfemag 1o the government 67 = 71
Sensitivity analysis

Achange of one percentage point in the discount rate o in the rate of compensation would lead to the lollowing changes in provisions
(negative values indICate & reduction in peovisions):

i TEUR. 8t 31 Décember 2017 T POICENtage pornt iNCrease 1 parcantage port decresse
Change in gacount rae +20.334 19.268
Change in tate of compensation 17898 . -1sgay
in TEUR. at 31 December 2016

Change in gacount rate -27.965 26584
Change in rate of CoMpensaton 25.258 23718

A change in the fluctuation rate apphed to the provision for 0Nerous Contracts would kead 10 the following changes in provisions (negative
values mdicate 3 reuction In provisions)

In TEUR. 8t 31 December 2017 2016
5 peecentage pants ncresse -7595 9536
$ percentage pants decrense 7.593 G424
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Employees

The peowsions for employees mainly contain bonuses and the short-term portion of employee benefit obhigations for severance, service
awards and pansions (see also Note (26)). At 31 December 2016, unused vacabon days amounting to TEUR 20,560, which were used in
2017, were reported in provisions for employees in 201 7, the addition to unused vacation days 15 included in liabdities due to employees
(see Note (21)).

In its judgement of 11 Nevember 2014, the Eurcpean Court of justice (EC]) decided that the Austran law determining the reference date for
salary increments for Austrian civil servants (this date determines the length of servce and thus the date for being advanced into the neat
salary level) is not in conformity with European Union law, Thus, at 31 December 2017 and 2016, A Telekom Austnia Croup recognised &
provesion for back payments in its financial statements of TEUR 50,487 and TEUR 49,083, respectrely.

Customer rebates
The provision contans rebates earmned Dy customers but not paid as of the reporting date

Asset retirement obligation

Liabikties for asset retirement obiigations are measured at thew net present value in accordance with 1AS 37, the Increase in the kabity that
reflects the passage of tme &5 recognised in profit or ioss (see Note (7)), The effects of changes in the measurement of existing
decommissioning, restoration and similar labities ace accounted for in accordance with the provisions of IFRIC 1. Changes in the
measurement of these kabilities résulting from changes in the estimated timing or amount of the outfiow of resources or changes in the
parameters shall be added 10 Or deducted from the cost of the assets in the current penad. The amount deducted from the asset shall not
exceed its Carrying amount. A possible exceeding amount is reported in profit or loss. If the adjustment results in an addition 1o the 3sset. it
shall be considered whether there 15 an indicabon that the new Carrying amount of the asset may not be lully recoverable, If there is such an
indication, the asset shall be tested for impairment and any impairment losses shail be recorded.

Al Tetekom Austrss Group records asset retirement obigations for the retirement and decommissionang of wooden masts impregnated with
tar or sait, base s1ations, land and buildings Including rénted premises

The asset retirement obiigancn 1or masts impeagnated with ta¢ or 331115 basaed on estmated settiement dates and expected cash flows.

A1 Telekom Austria Group operales base stanons on land, rooflops and on other premsses under varous types of rental contracts. In
esumatag the fait value of the retirement obhgaticn for its base statons, A1 Telekom Austria Group has made a range of assumptions such
as retirement dates, timing and percentage of early cancellations, developmant of technalogy and the cost of remaving network equpment
and remeciating the sites.

Adaitionally, A1 Telekom Austria Group reccds asset retirement obigations for bulldings concering coligations for the disposal of
hazardous substances and warfare materal as well 33 the decontamination of land when decommissioning a building. A1 Telekom Austris
Group records assat retwrament cbligations for buldings and rented premeses under operating loases in accorgance with the abbgation o
refurbish the sites at the expiration of the lease contracts. Furthermore. based on the Universal Service Ordinance
{Universaldienstverordnung) an asset retirement obbgaton for the decommissioning of payphones was recorded in 2016,
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The following table provides the parameters used for the maasurement of the obligation:

2017 2018
Descount rate 15%109% 1 5% 13.3%
nflaton rate 20%67% 1 %9 %%

The discount rate applied 1o the calcutation of asset retirement cbligations reflects current market expectations with regaed to interest
effects as well as specific risks of the obligation. In 2017, the distount rate i the non-eurazone is based on the risk-free interest rate of
German federal bonds with a maturity of 30 years , adapted for country-specific risk by the Damodaran Rating based default spread. For
those countries whose currencies are not tied 1o the Ewro, the respective inflation differential according to the OECD 1 taken into account as
well. In the eurozone, the discount rate i basad on government bonds with matching maturities. In 2016, the discount rates were based on
the nsk-free intevest rates of Austrian government bands with & maturity of 30 years or the comparatie apphcable interest rate in the case of
Belarus.

The infiation rates are adapied quasterly 1o reflect the general Gevelopment in the indradusl countries.

Basically the change in thesa parameters as well as changes i the estmmated cutfiow of 1820urces resulted n an incréase of the asset
retirement cbigation and an mcrease in the related item of properly, plant and equipment (see change in estimates in the table of
provisions). TEUR 4 626 were recognisad in other operating income as the related tangible asset s alréady fully cepreciated.

Sensitivity analysis
A change of one percentage point in the discount rate of in the inflation rate would lead to the following changes In provisions (negative
values mdicate a reduction in pravisicns):

1 peecernage point | percentage oot
in TEUR st 31 December 2017 iresse Cecrease
Change n decount rate ~23.603 25810
Change in inflabon rase 29.643 -23.9%%
in TEUR & 31 Decernber 2016 - -

Change i GEcount rate -22.538 27237
Change = infistion rase 26.953 -22 696
Legal

Provisions mainky refate to expenses incurred in respect of lega! advice and litigation.

Other provisions

Other promsions manly relate 10 taxes (exc/uding INCOME 1axes), Guarantaes, rénts and penalties,

(23) Current Deferred Income

n TEUA. 2t 31 December 2017 2016
Unessned Income 122142 131,799
Customer loyaty programmes 34428 o 31410
Deferrod ncome, Curtent porbion =t 156,570 183,218

Unearned income mainly relates to prepdid access fees, monthly base fees, leased lines to commercial customers, prepast motie fees and
rental meome from site sharing, These fees are recognised over the penod the servce is provided.

According 10 IFRIC 13 ‘Customer Loyaity Programmes”, the award credits grantod are recognesed as deferred income until redeemed oe
foelestad.
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(24) Long-term Debt

The tarms and conditions of Iong -term debt and its Current portion are summarised in the following table:

A13] December 2017 At 3] December 2008
Carrying Nomas wnerest Carrprg

Currency Maturity Nomnal intarest rate Face value Aoyt It Face volue armount
Bonds
TEUR 2017 0 0 foed h 250% 500.000 ~04 Gh3%
TEUR 2021 ) 3.125% 750.000 745913 fooet 3 128% 750,000 Tai A72
TEUR 2022 e 4 000% 750,000 785077 toed 4, 0008 750,000 743972
TEUR 2023 fed 3.500% 300,000 298 601 St 3.500% 300.000 208347
TEUR 2026 faed 1,500% 750.000 T43670 fand 1.500% 500.000 G4 287
Tota Sonds 2.550.000 2533262 2.800.000 2. 781 382
Bank dedt
TEUA 2018 0 0 fapa 353% 22000 e300
Leases (Note {29)) 354 894 144 1ah
Financlal debt 2550896 2,534,156 2.B22.144 2,503 526
Cutrent portion of Iong - 1erm getd -549 -549 -500.030 -&00 030
Long-terms debt 2,550,306 2,533,607 2,322,114 2,303,496
Bonds

Bonds are recognised at the actual amount receied. Drscount and issue Costs are amortised over the related term using the effectre
Interest rate method,

On 27 January 2017, Al Telekom Austria Group redeemed a Eurobond with a face value of TEUR 500,000

InMarch 2012, A1 Telexom Austrio Group intiated a Euro Medium Term Note (EMTN) programme with & maxsmam volume of

TEUR 2,500,000. On 2 Apeil 2012, At Telekom Austria Group isswed a bond under the EMTN programme with a face value of TEUR 750,000,
discount and the issue costs of TEUR 11,575, a maturity of ten years and a coupon of & 0%

On 4 july 2013, A1 Telekom Austras Group issued @ bond under the EMTN programme with 3 face value of TEUR 300,000, asscount and ssue
costs of TEUR 2,574, a maturity of ten years and a coupen of 3.5%.

On 3 December 2013, A1 Teehom Austria Group issued 8 bond under the EMTN programme with o face value of TEUR 750,000, discount
and 1ssue oosts of TEUR 8,336, & maturity of eight years and 8 coupon of 3.125%.

On 7 December 2016, AT Tedekorn Austria Group lssued & bond with & face value of TEUR 500,000, a maturity of ten years and a coupan of
1.5% On 14 july 2017, 8 tap issuance with a volume of TEUR 250,000 wes settied, In August 2017, the cutstanding bond and the tap were
consolidated and have the same terms in all respact. Discournt and issue costs amount to TEUR 6,990,

Bank debt
In 2017 and 2016, bank debdt amounting to TELR 22,000 and TEUR 330,642 was redeemed prematurely
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(25) Deferred Revenues and Other Non-current Liabilities

NTEUR 8131 December 2017 2015
Cash deponts recened 745 810
Dederred consideration from business Combinabions 5,832 Q
Sundry other non-currert fnancial katites 13,855 19
Othar non-curraet financial lisdiities 19,942 829
Long-setm ncertve program . 2561 2.400
Sundry other non-curtent non-Anancial labiltes o 5870 7.6
Deferred revenues. other 9,796 949
Othar non-currant non-financis! lisbiites 18.328 19.170
Deferred revenues and other non-current labdities 38270 20,000

For deferred considesations from business combinations, see Note (33). Other non-current non-financial abities include Kabilities for
pension contributions. Regarding the long-térm incentive programme, see Note (30). Other deferred revenues mainly relate to rental
revenye,

(26) Employee Benefits

Al Telokom Austria Group records employee benefit obbgations under detined contribution and defined benefit plans.

In the case of defined contribution plans, A1 Telekom Austria Group pays contributions 10 publcly or privately sdministered penson or
SOVeTaNCe Insurance plans on a mandatory of COntractual Dasis. Once the contributions hiave been paid, which are recognised in employee
expenses in the respective functional area, A1 Telekom Austea Group has na further payment obligations

All other employee benefit cbligations are unfunded defined benefit plans foe which AT Telekom Austria Group records provisions which are
caculated using the projected unit credit method i accordance with 1AS 19,

n TEUR, 8t 31 December 2017 2016
Service owads 62.477 67 28
Severarce 129277 132 964
Pensions 5088 5 954
Long-term empioyee benefa oblGations 156,842 206,251

According to 1AS 19,133, A1 Telekom Austraa Group Chooses to distinguish between current and non-currént habisties arising from
employes benefit obligations (see also Note {22)).

For severance and pensions, Al Telekom Austria Group recognises actuanal Qains and i0sses In other comprenensive income (OC1),
whereas re-measurement gans and 105503 for service awards are Immediately recognised in peafit of o8s. The re-measurement of detined
benefit plans relates 10 actuarial gaing and iosses only. a5 A1 Telekom Austria Group holds no plan assets. interest expense related 1o
employee banefit obhigations 1§ repdried in the financial result, whie service cost 55 reportad in employee expenses in the respective
functional area.
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Actuarial assumptions
The actugrial assumptions used to measure the ocbliganons for service awsrds, Seversnce payments and pensions are as foliows:

2017 Pa)

Des00unT rate Servie swards 1.00% | 00%
Duscoun rate severance 2.00% 1 75%
Discoun rate pensons 1.50% 150%
Rate of compensaton ncroase « Chwl tacvants “ 40% = oAl
Rate o COMPANIAton increass - Other emplayees 3.00% 3 0%
Rate of COMPEnsation increass - Chel servants released from work 3 60% 3.90%
Rate of increase of persions 1460% | 80%
Employee turnover rate* 0.0%1.72% D.0%- 1 88%
* Dependirg on years of service

As In the prior year, the determmation of the discount rate 1s based on the Mercer Yield Curve Approach, 1aking mto account the respective
maturities.

Life expectancy « Austria i based on "AV0 2008-P - Rechrungsgeundlagen fiir die Pansionsversicherung - Pagier & Pagler The obligation
relating to the International subsidearies was measured on the same actuanial basis due 10 thew Insignificant amount

Weighted average duration
The weighted average duration of the obkgatons is as folows:

£TEUR, 31 31 December 2017 2016
Servce snoras 59 &4
Severance 150 158
Pensions 1.7 4s
Service awards

Civil servants and certain employees (together ‘employees’) are ebgidie 1o receive service awards, Under these plans, ehgible employees
receive & cash banus of two months” salary after 25 years of service and four montha’ salary after 40 years of secvice. Empioyees with at least
35 years of senice when retiring (at the age of 65) or who are retwing based on specific legal reguiations are efigible to recerve four monthly
salanes. The compensation &5 accrued s earnad over the period of service, 18King Into cocunt the employee turnaver rate. The risk At
Tetekom Austria Group 13 exposed 10 ts manly the risk of development of salary increases and changes of interest rates.
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The following tabie provides the components and & reconciliation of the changes in the provisions for service awards:

n TEUR 2017 2016
AL Janusry 72816 76.178
Servce coat 2193 2 351
Interest coat 707 923
Actuaria gan/ioas Dosed on expetience soustment -1.848 1 374
Actuanal 9an/ioss from changes in demographic aasuLmptions & 0
Actuarl gan/icss from changes in HiNancisl assumptions -201 357
Aecogrised in profit o loss 1.050 2306
Senvhity peid -5.410 -5 868
Change in reportng entives 0 1
Other ~5410 -5.666
Oblgation at 31 December 68,456 72816
Less shoet-term poction ~5.979 -5 522
Non-current obligation 62,477 67,294

Of the defines benefit obligations for service awaeds, less than 1% redate 1o foreign subsedianes as of 31 December 201 7 and 2016,

respectvely,

Severance
Defined contribution plans

Employees starting to work for A1 Telekom Austria Group in Austria on or after 1 [anusry 2003 are covered by a defined contridution pian
AT Tesekom Austris Group paid TEUR 2,157 and TEUR 2,028 (1.53% of the salary) into this defined contribution plan (BAWAG Alkanz

Mitarbeitervorsorgekasse AG) in 2017 and 2016, respectively.

Defined benefit plans

Severance benefit obligations for empioytes hwed befare 1 lanuary 2003, excluding civi sérvants, are covered by defined benefit plans.
Upon termination by A1 Telekomn Austria Group or retirement. eligie employeas réceive Severance payments equal 1o a multiple of thelr
monthly compensation which comprises fued compensation plus vanable elements such as Overtne or Donuses. Maximum severance is
equal to a muitiple of twelve times the eligible monthly compensation. in case of death, the heirs of eligiDle employees receive S0% of the

severance banefits. AT Telekom Austria Group 1 exposed to the risk of development of salary increases and changes of interest rates

The following table provides a detalled reconciiation of the changes in severance benelit stigations:

in TEUR e 2017 2016
At 1 Janusry 134,433 119,886
Service cost 5230 5208
Interest cost 2316 2481
Recognised in profit or loss 7.546 7.890
Actoarial gain/loss based on experience aciustment ~4.295 185
Actissrisl gain/ioss from changes in cemographic sssumptions ~103% -556
Actusarial gain/ioss from changes in linanciy assumotions 4795 @836
Recognised i other comgprehensive income -10,125 9,058
Boneftspad - -1.321 -2.435
Cnange in teporting entties o 7
Foregn currency agjustments 22 -6
Other -1.209 -2,638
Obligaticn 8t 31 December 130,555 136,433
1053 shoet-term poetion -1279 1,485
Non-current abhgation 129,277 132,964
Approximately 2% of the cefined benelit abligations for severance refate 1o foreign subsidianias as of 31 Dacember 2017 and 2016,
AY TELEKOM AUSTRIA GROUP <~ ANNUAL FINANCIAL REPORT 2017 72



CONSOLIDATED FINANCIAL STATEMENTS

Pensions

Defined contribution pension plans

In Austria, pension banefits generaly are provided by the social security syatem, for employees, and by the government, for Civil servants

Al Telekom Austria Geoup contributed for ds employees 12 55% 10 sociai s&cueity amounting 10 TEUR 31 223 and TEUR 30,159 in 2017 and
20186, respectively. Contnbutions for active civil servants amount 10 12.55% and 15.75%. in 2017 and 2016, these contributions to the
government amounted to TEUR 30,053 and TEUR 38,373, respectively.

Additionally, A1 Telgkom Austria Group sponsors a cefined contribution plan for employees of some of 1Its Austrian subsidiarses. Al Telekom
Austria Group's contributions to thes plan ase based on a percentage of the compensation not exceeding 5%. The annual expenses for this
plan amourted to TEUR 12,006 and TEUR 11,874 1n 201 7 and 2016, respectively.

Defined benefit pension plans

Al Telekom Austna Group provicdes oefined benefits for certain former employees In Austna. All such employees are retired and were
employed prioe to ) january 1975 This unfunded plan provides benefits based on a percentage of salary and years employed, not
exceeding 80% of the salary before retirement. and talung into consideration the pension peovided by the social security system A1 Telekom
Austria Group is exposed 1o the risk of development of ke expectancy and inflation bacause the benefits from pension plans are Metime
benefits,

The following table provides 4 detaded reconciiation of the changes in pension benefit otligations:

“ TELR 2017 2018
Ar anoay 6,595 7,483
Imecest cont e 83
Recogrised in profit or loss 94 89
ACtuarial gain/ioss DasEC OF @xparHnce adjustment 7 o 20 -8
Actania 9ainioss from changes in financisl astuerolions === L -181
Recognised in other comprehensive income -720 376
Berefits pad 503 -601
Change in repoeting entites 97 0
Foreign currency agjustments -5 0
Other -408 -601
Obligation a1 31 December s 5,562 5,595
Less short-teem portion 474 e
Non-current obiigation 5.088 5.994
The foliowing tabile summarises the thort and Iong-16:m Provisions récorded:

n TEUR_ at 31 Decenmber 2007 2018
Servee awaeds 68456 12818
Severarce 130,655 134,433
Pensions 5562 6555
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Acnange in the discount rate of half a percentage pomnt would lead to the following changes In provisions (negative values indicate a
fR0UCON 1N ProNSIons}:

0 TEUR, ot 31 Deceenter 2017 (4] ntgecresse 05 ncresse
Service awaeds 2.033 -1,943
Severance §.855 -8,992
Pengons 332 -296
i TEUR. 8131 December 2016

Service swards 2.354 ~-2243
Severance 10,839 -8 844
Sonsi 308 ~283

A change in the rate of compensation of one percentage point would lead to the foliowing changes in provisions (negative values indhcate &
recuction i provsions):

n TEUR at 31 Deceenber 2017 | percentage pont decrease 1 percentage point increate
Service awards -3.6%0 3953
Severance ~17,193 20216
TEUR, 3131 Decenmber 2016

Service awards -3919 4293
Sevarance -18.738 22228
Pensions =549 83

A change in the employee tunover rate of ha! 3 percentage paint would lead to the following changes in provisions (negative vaives
mdicate 8 reduction in provisicns):

In TEUR. at 31 December 2017 Q.5 percennage pont decrease 0.5 percentage pont increase
Servce awaeds a7y -2,016
Sevesance 3927 ~5.028
n TEUR. &t 31 December 2016

Sernce swirds 54 ~2325
Severance 3,300 ~5665

N0 empliyse Latrover 1516 8 BPOWT 10 Lhe Colcalation ol B Growson for DAt 88 ol Shgbie empioyots Pave oW esdy 101ked. The totamon of 5 0 56 Gecreose 1s
Rrretadl 20 6 mgaamum of O.0% of the employee Lureow 1t

(27) Stockholders’ Equity

Capital management

The capaal structure of AT Telekom Austria Group consists of financial labites and eguity attributable to the equity holders of the parent
COMEany. COMPriSing ComMmMON ateck, treasury shares, a0oItonal paid-«n capal, lybrid captal, reteined earnings, remeasurement of
defined benefit plans, svaiavie-for-sak resenve, hedging reserve and translation reserve.

Al Telekom Austnia Group manages its capial structure 10 safequard s strang Capital base in order 1o maintain investor, creditor and
market confidence as well as to provide sustainable supgort to the future operational develcpment of A1 Telokom Austria Group.

Mantaining its investment grade rating of Bas2 by Moody’s and BBB by Standard & Poor's is the number one priority of Al Telekom Austria
Group’s finance strategy. Tnis wil aow AT Teletom Austria Group to cbtain the financial fiexibity required for strategically important
projects. A transpacent dividend policy ensurés the batance between shareholder remunesation and the utilisation of cash to redesm
outstanding debt.

Share capital
As of 31 December 2017 and 2016, the common stack of Telekom Austria AG amounts to TEUR 1,449,275, and is divided into 564 & million
bearer shares. A5 of 31 December 2017 and 2016, Aménica Mowl indirectly holds a stake of 51,00% through its 100% subsidiary Aménca
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Movi BV, Netherlands {América Mowll BV, foemerly Carso Telecom B V), OBIB holds a stake of 28 42% and free floated shares including
treasury shares amount to 20.58%. The shares have no par value,

On 23 Aprit 2014, OBIB entered mto a syndicate agreement, effective since 27 June 2014, with América M6vil BV, and América Mow), by
which the parties have agreed (o jointly pursue & long-térm policy with régard 1o the management of Telekom Austria AG, by exercising
voting rights on a concerted basis. Furtharmore, the syncicate agreement contains rules on the uniform exercise of voting rights in the
corporate boches of Telekom Austria AG, nomination nghis for members of the Supervisory and Management Boards and share transfer
resinctions.

The Supervisory Board of Telekom Austria AG consists of ten shareholder répresentatives, eight of wineh are nominated by América Méwi
B.V. and two are nominated by 0818. 0818 has tha right to nominate the charman of the Supervisary Board. Américs MowE BV, has the right
nomingte the deputy chairman

On 24 July 2015, the function of the Chief Executive Officer of Telehom Austria AG was transferrad 10 a management board member
nominsted by América Mowi BV, namaly Alejandro Plater, bazed an the proposal of the parties of the syndicate contract. Since 1 August
2015, the Management Boaro of Telekom Austna AG therefore consists of two members In the extraordinary shareholders' meeting of

14 August 2014, the Articles of Assocation of Telekom Austna were amended: As long 8a the Republic of Austra directly o indirectly holds
at least 25% plus one share in the registered share capital, resolutions on capital increases and on the Issuance of instruments which
Conain 8 conversion right or a conversion obligation into shares of Telekom Austria AG as well as changes 1o this provision of the Articles of
Associaton shall require & majority Of at least three quacters of the share capital present at the vote.

According 10 the Austnian Banking Act and the Capital Requirements Reguiation, a regulation for banks by the Evropean Unwon, the
subsidiary paybox Bank AG has to fulfil regulatory minimum equity requirements regarding bank-related risks, notably credt risk and
operational risks as well as iquadity coverage requirements. On 31 December 2017 and 2016, these requitements were fulfiled.

The number of Buthorised, issued and cutstanding shares and shares in reasury is presented below:

At 37 Doceentae 2017 2018
Shares authonsed B84 500,000 654 500,000
Shares issued £64,500.000 864 500,003
Shaves in tressuty -415.159 415,159
Shaves cutstsnding 664,084 841 064 004 841

Tha shares isued oo fully pad

Dividend payment
The following dividends were appeoved by the shareholders a1 the Annual General Meeting and paid by Telekom Austria AG. Regarding the
COUPON Payments on the Nybrd capial, see hybrid capital:

2017 2018

Date of Annus General Meeting 9 june 2017 25 May 2016
Mmymmm Euro 0,20 G05
Total ohvicdend paid in TEUR 132817 33 20
Date of payrment 20 ke 2017 3 utte 2016

The net income of Telekom Austria AG according 10 Austnan GAAP amounts to;

2017 uig
et income 1.060.490 8
Allocaton tO resar s 16D0ITed In 1etanad paIngs . - o -995 373 -8a6 T8¢
Profit camed forwaed 1rom peior yrar _ . 260,383 255 seg
Unappropriated retained eserings 345,500 413.200
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The unappropriated retained earmings acconding to Austrian GAAP are not subject 10 & dividerd limitaticn apart from the restrictions of
Section 235 (2) UGB relating to deferred tax assets recognised. The Management Boasd plans 1o propose to the shareholders at the Annual
General Meeting to distribute a dividend of Ewro 0 20 per share from unapprogrrated retaned earnings.

Treasury shares

At the Annual General Meeting of Telekom Austraa AG held on 29 May 2013, the Management Board was empowered 1o

(8) use these teasury shares to settie ObIGAtONS under the share-based compensation plans described in Note {30) and/or 1o tranafer
them for o without a consideration to empioyees, managers snd members of the Management Board/management of Telekom Austra AG
and of its affiliated companies;

(b) use them as considerabon for acquisitions, of

(c) sedi treasury shares at any time va the stock exchange or by public offer for a penod of fve years from the day of the resolution in any
manner permitted by law, also other than via the stock exchange, whereby the Management Board is entitied to exclude the general
purchase opportunity.

Shares held in treatury 35 of 31 December 2017 2018
Number of treasery shares 415,159 215156
Average price pet share in Euro 18,80 18,80
Dedoction in equity in TEUR N 1803 7803
Additional paid-in capital

The adoitiona! paid-in capital results from the incorporation of A1 Telekom Austria Group as well as subsequent reorganisation of the
group. Furthermore, effects refating to the employee partiipation plan and the retirement of treasury shares are reported in additional paid-
in copital

Hybrid copital

On 24 January 2013, A1 Telekom Austria Group isswed a hybrid bond with a volume of TEUR 600,000, The hybeid bond 1S & Subcrdinated
bord with indefinite maturity which, besed on its conditions, 15 classified a3 stockhalders’ equity according 10 FRS. Accoraingly, related
discount and tssue cost i the amount of TEUR 11,752 were recorded net of a tax benefit of TEUR 2,938 in stockholders” equity, Therefore,
stockholders’ equity was increased by TEUR 591,186, The bond can be redeemed a1 par o1 the eacliest after a penod of five years,
Adaivonally, Telekom Austria AG has an early termingtion right subject to certain conditions The annual Coupon amounts to 5 625% until
the first réset date, | February 201 8. Subsaquently, there will bo 8 reset date every five yesrs. The coupan is established two days prior 1o
the respective reset dates. Coupon payments of TEUR 33,750 each effected in February 2017 and 2016 are recognised as distribation of
Sradencs in stockholders’ equity. See also Note (37).

Inthe local fmancial statements, COUPON PaymMents dre récognised a5 interest expense In frofit of 0ss according 1o Austrian GAAP, While
the tax benelit resulting from the accrued interest is recognised in profit or l0ss according 10 local GAAP, it is recognised in stockhoiders'
equity a3 "distritution of didend’ in the Consolidated Fnancial Statements 3ccoraing to IAS 12, The net result attributable to hytid capital
nholoers is prasented In the Consalidated Statements of Comprebiensive Income in the alocaticn of the net result and equals interest
recognsed in profit o 1oss according to local GAAR in both years reported, amounting to TEUR 33,750, net of the relating tax benefit of
TEUR 8.438, which & recognised in stockholgers’ equsty in 2017 and 2016

Other comprehensive income (loss) items (OC1)

The other comprehensive income (I0ss) contains the remeasurement of séverance and pension obIGANONS, the availabie-for-saie reserve.
the hedging reserve as wed as the transtation reserve. Their development is presented in the Consoidated Statements of Comprebansive
Income and the Consohdated Statements of Changes in Stockholders Equity. The foresgn currency translation adjustment mainly relates to
the consolidation of veicom in Belarus and Vip mobile in the Republic of Sertia

(28) Income Taxes

Wcame taves are calcuated for each taxatie entity based on the expacted actus! income tax rate applicabie. For the purpose of cakulating
deferred tox assets and llabiities, AT Telekom Austri Group uses the tax rates that have been enacted o substantively enacted at the
reporting date. The effect on deferred tax assets and kabilities of a change in 1ax rates is recognised in the pesod the tax rate is effectvely
enscted, The distribution of dividends by Telekom Austria AG has no effect on the tax rate. investment tax credis ase recognised as &
reduction in income taxes In the period in which these crediss are granted.
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income tax attributabie to income bafoce INCome taxes consats of the following (negative values indicate an income tax benefit):

nTER 2017 2036
Current income tas 61,088 27,980
Dederredincome tax -58.092 -81 308
ncome tax 3,006 -53515

The table below provides Information about the aliocation of total income tax n the Consolicated Financlal Statements:

“TELR 20017 2016
FCome 1o On reatised tesut oo hedging actibies® 1.460 1 &B0
ncome tax on unrealsed resuit on secunites avalable 1or sae 58 ar
FCOMO 1y ON FeGISAd rasult On SeCultas avadabie 100 sae -1 20
FLOME 185 ON remesturement of defined berefit otligations® 2,664 r2.154
Tax bereht resaten 1o hybing capital** -8,438 ‘8436
Total income tax ~1,260 -82.580
* Recogrised in other comprebersae ncome (OC1)

**Soe Note (27)

The foliowing table shows the major recanciling items between the reported income taxes and the amount of income taxes that wowld have
resulted by applying the Austrian Statutory mcome tax rate of 25% 10 pre-tax income;

nTER 2017 2018
IPCOMeE Tax ex0ense L SEATUICry rate 87,110 85922
Forogn 1ax (ane O\Mesental 5,610 3692
Tax ron-Ceductone expenses 10,288 RN <)
Tax incentives and tav-exempted income -6.281 «7.190
Tax-free income (ices) from investments 216 -495
Change in tacrate —— 0 — -578
T DeNQit/ @a0erse Dreviovs yess -3.382 -8.268
Charges in delerred tax assets not recogneed -185.221 +89.207
Imparments (reversals of imparments) of mvestrents in subsd anes and other intragroud Mansactons $4.500 = 38060
Other 128 _-31
ncome tax o 3,008 -53,515
Effective ncome tax rate 08e% ~13 88%

In 2017 and 2016, non-deductible expenses mainly consist of withholding 1828 0n dradends and repreésentation expenses as well as non-
deductible remuneration of managers in Austna.

Taxincentives and tax-exempted income redate mainly 1o nvestment snCentves in Sovenia and 10 tax Incentives within the group taxation
tegime in Austria, Additionally. they refate mainly to a tax incentive in Balarus, which allows for the tax-neutral revaluation of carmyng
amounts of property, plant and equipment for tax purposes in order to Increase the future basis of depreciation, 83 wedl as 10 research,
education and investment incentves and other government grants.

in 2018, the change in tax rate relates mainly to an Increase of the corporate tax rate from 1 7% to 19% in Siovenia, starting 2017, partly
compensated by the reduction of the cocporate tax rate from 20% t0 18% in Croatia. starting 201 7.

The tax benefit for prior perads recognised in 20186 results mainly from the final tax calculation 2015 in Austra,
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Impairments (reversals of imparments) of nvestments reldte to write-Cowns and reversals of write-downs of investments in affiliated
companies in Austria, which are recognised over 8 period of seven years for tax purposes and for which deferred tax s calculated (according
10 the respective guidance in ‘Effects of tax write-downs according to Section 12 (3) No 2 of the Austrian Corporate Tax ACt on the
accounting of INCome taxes according to IAS 12 in consokidated or single IFRS financlal statements’ issued by the Austrian Financipl
Reporting and Auditing Committee) .

In accordance with IAS 1 2, deferred tax assets and habikties are recognised for all temporary differances between the carrying amounts of
assets and labilites in the Consolidated Financial Statements and thes tax bases. for current-year tax losses and tax losses carned
forward 8s well as certain impairment logses an investments for which recognition for tax purposes is deferred over a specified period, The
tax effects of temporary differences that give rise to deferred tax assets and liataities are set out below:

in TEUR, at 31 Decermber 2007 2016
Doferred geduction 166 Impairments of Investments in s03idianes 62,946 135812
Loss catey-forwards 270.839 149 284
Accounts receivabie: Subscriders. distibutors and other 8423 750
Deferred excome ang other Lisbébes 835 658
Cthwr currenn ass6ts and prepaid espenses 1,501 1,600
PYonsicns. long-term 58,730 61 245
Empioyee beredn cbisgatons 25,737 28480
Property, plont and egupment 5,903 2
Otrer 11,260 8635
Deferred tax sssets 446,778 307047
Deferred tax nabiities

Property, plant and eguipment -39.040 -37.371
Other intang bie assets ~118286 133 840
Weite down of tressuty shares for ta purposes ~1.427 -1 427
Othes -2.597 ~1.2:8
Deferred tax labdties -161,320 -173.689
n TEUR, 3131 December 2017 2018
Deferred tax assets 327,077 286.431
Deferteo tax babxiaies ~41,678 -83073
Deferred taxes, net 285458 223,388

Impakments of investments m subdiaries refate to iImpairments for which the recogmition of expense is deferred over seven years
BCCording to Austrian tax law.

Deferred tax assets on long-term pravisions basically refate to the provision for the asset retrement obligation, which is anly partly
recegnised for tax purposes, as well a5 10 differences in the IFRS and tax value of the restructuring provision in Austria (see Note (22))

Deferred tax asseis on emgployee benefit obkgations result from the difference between the amount recognised in 8ccordance with Section
14 of the Austrian Income Tax Act (ESIG) and the amount of the projected unet credit method in accordance with 1AS 19 (see Noto (26)).

Deferred tax habeties on other intangible assels are due to purchase price aliocations according 10 IFRS in the course of acauisitions

Deferred tax hativties on property, plant and equipment are basically due to differences in the carrying value of 8ssats with retirement
obligations, which are not recogrisad for tax purposes.
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In Austria, A1 Telekom Austria Group established a tax group according to Section 9 of the Austrian Corporate Tax Act (KSIG), with Telekom
Austria AG as the head of the tax group. Deferred tax assets and liabilities for the members of the tax group (currently all significant Austrian
subsidiaries) are reported on & net basis since the tax group Is reated as ona taxabie entity.

Amartisation of tax goodwil according to Section 9 (7) KStG Is treated as a temporaty differénce on investments in subsidiaries for tax
purpases. Accoraing to IAS 12.39, no ceferred tax lipbilities are recorded in that case, thus thede are no differences in deferred tax iabilites
in 2017 and 2016,

The following Geferred tas assets were not recognised as the realisation in the near future i not probable sccording 1o tax planning

in TEUR 8t 3! December 2017 2018
Net oper ating loss carry-forwards 329875 463469
Temporary dfferences reloted to impaurrents of smvessments in consolidated wubsidiaries 87187 139 443
Deferred tax assets not recognised 417,032 602.911

In assessing the recoverabillity of deferred tax assets, Management considers whather it 1s probabile that all defesred tax assets will be
realised. The realisation of deferred tax assets is dependent upon the generation of future taxabie income during the periods in which these
temporary ddfferences become deductible. These are based on business plans with a detailed planning peniod of five years. Management
considers the scheduled release of deferred tax Kabilies and projected future taxable income when making this assessment,

At 31 December 2017, the Jess corry -forwards and the years these will expire are the foliowing:

Year in TEUR
2018 107.086
2019 120,71
2021 9319
2022 148
2023 1224
2024 1.242
2027 518
Catry formand ingefinteiy 2,383 848
Tots 2,624,125

The loss carry-forwaeds expiring in the years listed above mainly relate 1o 1he Reputilic of Sorbia. Due to tax rebef according 10 Article 504 of
the Sertwan Corporate Tax Act, the tax rate apphicable at 3) December 207 7 amounts to 1 8%,

The remasning net opersting ioss carry-forwards mamly relate to companies located in Austria and can be carried forward incefinitely. In
Ausing, the annual usage s generaby limited to 75% of the tasxabile income for 8 year

No ceferred taxes are recognised on temporary differences relating to shares in subsidiaries, a5 it 15 not probable that these temporary
deferrd taxes will De reversed in the foreseeatie future.

in TEUA_ at 31 December 2017 2016
Temporary differencea 52.218 I2276
(29) Leases

Lessee

Lease agreements in which A1 Telekom Austria Group assumes substantially 8t the risks and rewards of ownership as 3 ‘essee are classified
83 finance leases: otherwise, they are classified as operating leases
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Plant and equipment acquired by way of finance ieasing is 5tated ot an amount equal to the lower of its fair value and the present value of the
Menimum 2ase payments at the inception of the lease, less accumulsted depreciation and imparment losses.

The oparating lease contracts will expere on vanous dates through 2028 and mainly compnise leases of base stations, property and vehscles.

Future minimum lease payments for non-cancellable operating lease contracts as well as finance lease contracts as of 31 December 2017

are:
Other Operating
n TEUR finance leases leazes
2018 o 549 83138
2018 144 59,806
2020 %8 38391
2021 81 30,070
2022 61 24 024
oftee 2022 0 71,161
Total minimum lexse peyments 933 305,588
Less BMOUNt representing interest -39
Present value of lease paymerts a4
Less cutrent porbon -549

In2017 and 2016, the rental and leasing expenses recognised in the Statement of Compeehense Income amount 10 TEUR 162,026 and
TEUR 165,318, respectively.

Assets under finance leases relate to sutomabiles and indefeasibie nghts of use. At 31 December 201 7 and 2016, respectively, the carrying
value amounts to TEUR 569 and TEUR 233 and 1sincluded In other assets and rights of use (see Notes (14) and (15)),

Lessor

If. substantially, all risks and rewards are attributable 1o Al Telekom Austria Group as a lessoe, the leased asset is recognised by A1 Telekom

Austria Group, Measurement of the leased asset 15 then based on the sccounting policies applicatie 1o that asset In accorcdance with IAS 16,
Al Tetekom Austria Group receves minimum lease payments for non-cancellable operating lease contracts that mamly relate to indefeasible
right of sse contracts, private automatic branch exchange equipment (PABX) as well as set-10p boxes.

These payments are recognised as révenue on a siraight-line basas over the terms of the contracts ang, at 31 December 2017, they amaunt
to:

n TEUR QOoerating leases
2018 == 6350
2019 3538
2020 23242
2021 1683
2022 1515
ofter 2002 1 &02
Total mnimem lsase payments 16,728
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(30} Share-based Compensation

Long-term incentive (LT1) programme

Al Telekom Austria Group Introduced 8 long-term incentive programme (LTI) in 2010, In accordance with IFRS 2, share-based payments are
measured at faur value at the grant date. The expenss s recognised over the vesting pariod. Due to the Management Board's deciion 1o
settie bonus shares granted in the course of the Iong-term Incentive programms in cash (subsaquently called hictitious bonus shares), the
share-based payments are recorded as a kability.

Participants of this programme are required Lo invest an amount depending on the annual gross basic salaries and the management levei of
the entitied employee In Telekom Austria shares and to hois these shares until the end of the hokding period {at least three years). For each
tranche, the number of fictitious bonus shares granted is calcufated based on the average Telekom Austiia stock price for a defined period
The performance period for meeting the performance Largets was determined to be three years.

On 1 July 2014, the fifth tranche (LTI 201 6) was granted. Netincome, refative total shareholder return and EBITDA were defined a5 key
performance indicators, The refative 10tal shareholder retuen is Setermined based on a balanced peer group of nene European
telecommunications providers. The target values for these kéy indicatcoes were determined by the Supervisory Board, The actug!
perfcemance and the bonus shares ailocated are summarised in the subsequent table, settlement will be in cash.

On 1 September 2015, tne sixth tranche (LTE2075) was granted. EB{TDA comparableo, free cash flow and a revenue-based kéy figure were
defined as key performance indicators, The target values for these key indicators were determined by the Supearvisory Board. At the vesting
date (at the earliest three years after the grant date), fictitious bonus shares wit be sfocated to the particpants and will be sattied in cash, IF
the targets are fully met, fictitious bonus shares equal 10 the doubie personal investment will be aliocated to the participants. i the targets
are exceeded, proportionally saditional fictitious tonus shares will be alocated up ta a maximum of 350% of the shares on a pro rata basis,
This maximum amount of fictitious bonus shates ts aliocated if the targets are overachieved by 175% or more. In case of 8 sgnificant
underperformance, no bonus shares will be allocated,

On 1 September 2016, the seventh tranche (LTI 2016} was granted. Return on Irvested Capital (ROIC) and the market revenue share of Al
Telekom Austnia Group (wesghted with 50% each) were defined as key performance mdicators. The target vadues for thesa key indicators
were Getermined by the Sugervisory Board, At the vesting date (2t the eashest three years after the grant date}, fictitious bonus shares wil
be aliocated to the participants and will be settied in cash . If the 1argets are fully met, fictitious bonus shares equal to the double personal
Imvestment will be allocated o the participants. If the targets ave exceeded, proportionally additional fictibows bonus shares wili be aiocated
up 10 @ maximum of 350% of the shares on o pro rata basis. This maximum amount of fictitious bonus shares is allocated if the targets are
owverachieved by 175% or more. In case of a sigraficant underperformance, 10 bonus shares will be stocated.

On 1 June 2017, the elght tranche (LT 2017) was granted. Return on Invested Capital (ROIC) and the market revinue share of A1 Telekom
Austna Group (weighted with 50% each) were defined as key performance indicators. The target values for these key indicators were
determined by the Supervisory Board. The LTI 2017 was only granted to the members of the Management Board of Telekom Austria AG,
Alejandro Plater and Siegfried Mayrhofer. At the vesting date (at the earkiest three yeass after the grant date) and if targets are fully met,
fictitious bonus shares equal 1o the double personal investment will be a%ocated 10 the participants and wil! be settied in cash If the trgets
are exceeded, propactionally agditional fictitious bonus shares will be allocated up to a maximum of 350% of the shares on a pro rata basis
This maximum amount of Actitious bonus shares is siocated if the targets are overachieved by 1 75% or move. In case of @ significant
underperformance. no bonus shares will be sliocates.
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The following table summarises the significant terms and conditions for each tranche not yet settled.

inz017 LTI2016 LN2018 LTI2014
Stan of the programme 1 january 2017 1 Jawusey 2016 1 Jrwary 2015 T january 2014
Grant awe 1 e 2017 ! September 2016 1 September 2015 1 july 2014
End of vesting perod 3) Decarnber 2018 31 Decembet 2018 31 December 2017 31 December 2016
Vestng date | june 2020 | September 2019 ) Septambse 2018 1 jiy 2017
Personal investment a1 grant date 54.271 204,334 260,838 299.239
PRricna smvestment 81 reporting date” 54271 183,390 168,945 192,817
Expacted parformance”* 12 90% 129.00% 104.30% 60.20%
Expected bonus shares*** 1323 456,912 352420 0
Madimum bonus shares* ** 189947 641,865 5§91 309 0
Far value of programme in TEUR 9687 3435 2,778 0
Aloxated bonus shares 0 0 0 222,154
Aveeage stock proe at end of vesting period i Euro 0 0 0 523
Share-based compenzabon in TEUR 0 4] 0 1162

* For LTI 2014, personal imvestment ot 1he end of the vestiteg pad
** For L2014, acteol performance ot e end of the vestng penod
*** Takrg o 0cc0unt The socamion of HCHous DOrus SIN1es S50 10 P Goubie Dersonal nvestment

As of the reporting date, a kability measured at fair vaiue for the portion of the expected future expense of the LTI programme. which has
already vested, has been recognsed. The fair value of the lIabdty s measured based on the expected target achievemant and the expected
share price, a8 determmed by spphying a binomial calculation model generally used for share price analysis, taking into account expectad
dridends. The labikty is recognased over the vesting period (see Notes {21) and (25)). The followng personne! expense is recognised in the
Consolidated Statements of Comprehensive Income {regative values ingicate iIncome)

2007 2018
Personned esperze LTI 2,603 2583

Sensitivily analysis
A change of one Euro in the avirage stock price expected &t the end of the vesting peniod would result in the following changes in faif values
(negative values indicate & reduction)

1 TEUR, 9131 December 1 Euroincresse 1 Ewocecrense.
Farvalue of LTI 2016 7 u57 ~457
Farvalice of LT12017 132 - 132

(31) Cash Flow Statement

The foliowing table provides a reconciliation of capsal expenditures pasd to 10tal Captsl mpenditires:

In TEUR 20017 2016
Capital expenditures pakd 705,422 B16.463
Reconcilation of adaitions in 5200unts PayaLie 39.707 523707
Reconcibabon of government grants 8264 0
Tota! capital experditures 736,866 764,086

The reconcibtion of SaH0rS i SCCOuNs Payabin iNclades the adiustmert of Capilal expende.es Of the Cunreet perod ot vt Eokt s well 45 LA Exentiures of grie
eniodds £ i the CLrent pediod i aCcormang with A5 7 43 The recorcdation of Govermment (rants CoMoss gonts not wet . which haes abaidy Deen ged cted
from capea! esperdnunes {soe Notes 113 ana (14))
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Tots! capita! expenditures include interest capitalised (see Note (7)), but do not inchide sdditions related to ssset retirement obligations. At
31 December 2017 and 2018, TEUR 161,275 and TEUR 125,840, respectively. of the additons 10 intangible assets and property, plant and
equipment of the current year gre unpaid (see Notes (14) and (15))

in the Consolidated Statements of Cash Flows 2017, other adjustments in the items not requiring the use of cash and other reconcaation
relate to non-cash effects of the asset retirernent obigation, which are recognised in othar cperating income (see Note (22)),

The ardends recewed i 2017 and 2016 and recognised in the financal result (see Note (7)) nad already been settied in cash a5 of

31 December and are reportad in cash flow from operating activities, In 2017 ana 2016, dividends pald imclude dividends paid to the non-
controfing interests of subsidiaries in the amount of TEUR 318 and TEUR 288, respectively (see Note (33)).

In 2017 and 2016, cash and cash equivalents acquired totatied TEUR 624 and TEUR 720, respectively (see Note (33)).

The following tadle provides a reconciliaton of the gevelopment of debt (see Notes (20) and (24)):

n TEUR, 8t 31 December 2017 - 2016 Crarge
Short-teem debt 588 500,085 ~499 459
Long-term gebt 2,533,607 2303 536 230.112

Total debt 2,536,173 2.803.561 -269,388
Change in dedt. 2017
Repayments of bonds ~500,000
Repayments of long- terrm debr -22,000
Change in shott-1erm dedt 1,857
Total casrflows -271.381

Acqueitions 1.993
Non-cash changes 1.993

The following table provides s reconciliation of deferred consideration from Dusiness combinations (see Notes (7), {21), (25). and (33)):

In TEUR 8t 3! Decerrber 2017 2018 Change
Dederred consideration from business comtxnatons 5.551 111,887 106,118

2017
Deferred consideration one.vipat 1 january 2017 ~111667
Intocest apinse on deferred conaderatons -8,333
Deferred consideration paid for business combinations -120,000
AQusaons 5,565
Foregn eschonge differences Al
Non-cash changes 5.551

(32) Financial Instruments

Al Tedekom Austria Group classifies its financial assets and financial labities i accordance with 1AS 39 Management determines the
classification of 1s financsal assets and financsal Mabilities a2 indtial recognition.

Financial assets and financial iabiities are recognised when A1 Teleram Austria Group becomes 3 party 1o a financsal instrument. Al
Telekom Austria Group uses the settiement date for recording reguiar purchases and sales of financial assets. Derivative financial
INStruments are recognised at the irade date and derecognised when settled Financial assets and financial labilities are intially récognised
at the fair value of the conssderation given o received. Transaction costs are included in the Initial measurement, except for financial
nstruments, which are recognised at thes fair value through profitor loss
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Financial assets include, in particular, cash and cash equivalents, accounts receivable: subscribers, destributors and other, net as well as
othes recenabies, receivables due from redated parties and svallable-for-sale investments

Financial dablities include, in particuldr, ccounts paysble trade, issued bonds, other fimancial labilities and payabies due to related partes
and are recognisea Initally in the amount corresponding to the financial Inflow. Differences between the amount received and the amount 10
b2 repaid are recognised over the térm of the liabsity in the financial result (amortised cost) using the effectve nterest rate method. For
fimancial tabilities carried at amortised COSt, gains O 10sses are recognised in profit or loss when the financial llatility is Gerecognised.

Financial assets ana financial llabilities are offset and the net smount is presented in the Statements of Financial Posstion only when A1
Telekom Austria Group has a contractual right to offset the recognised amounts and intends to settle on a net basis

Concentration of risks

At the reporting dates. A1 Telekom Austria Group does not have any Sgnificant concentration of business transacted with a particular
suppher O creditor o¢ customer. Furthermore, A1 Telekom Austria Group does not have sy concentration of risk with respect to
contractors, other senices, franchises or other rights which could, ¥ suddenly eliminated, severely iImpact operations. A1 Teiekom Austria
Group invests k5 Cash with various (nsHitutions with apgropriate creédin standings.

Al Tolekom Austria Group operates in markets in the Central Eastern European (CEE) region. Operations in the CEE region invohve
uncertamties, including transfer, currency and tax uncertainties that may affect business activities The accompanying Consosdated
Financial Statements reflect the Management Boarc's assessmant of the impact of the CEE business emironment on the operations and the
financial pasition of AT Telekom Austria Growp. The actual development of the future Dusiness anvironment may adfer frorm Management's
assessment.

Financial risk management

Overview

Al Telekom Austra Group i exposed to market risks, including hquidity risk. mterest rate and forewgn currency exchange rate risk and credit
risk associated with underlying financial assets, lnbdities and anticspated transactions

The financial risk management is centrally organised. The guideiing establshing policles, responsibilities and competences is valid for both
the Group Treasury and the financia! departments of the subsxiianies. The exsting risks are regulacly monitored and, If necessary, Al
Telekom Austna Group résponds to changes in market conditions, AY Telekom Austria Group nesther hoids nor Isspes derivative financial
nstruments for tragding or speculatve purposes.

Liquédity risk

Liquidity risk 1S the risk that A1 Telekom Austria Group will not be able to meet its financial obiigations as they fall Gue, A1 Televom Austria
Group's approach 1o manageng hauidity is to ensure that Al Telekom Austris Group will always have sufficient liquigity to meet vabiities
when due, under both normal and stressed conditions. For this purpose 8 manthly rolling consolidated liquidity planning is drawn up, which
serves as the basis for determning the kguidity réquirement. Furthermore there is a huidity reserve in the form of committed credit ines,

Funding sources

Al Telekom Austria Group's treasury departmarit acts as an mternal inancia! services provider, realiaing potential syrergies in financing the
operations of A1 Telekom Austnia Group's subsidianes. I1s peimary goal is 1o assure bauldity in & coat-effective manner by applyng the
pooing of cash fiows and the clearing of A1 Telekcm Austria Group’s accounts to enable the managemant of short-term investments and
borrowangs at optimal interest rates with minimal adeninistrative effort.
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Cash flow from operations ia the basts for secuting sulficient iquicity of A1 Telekom Austria Group. Principal sources of external funding are
bank ioans and capstal markets. For detads of outstanding long-term debt and & description of the different classes of the dedt 8¢ of the
reporting date, see Nose (24),

In order 1o deversify its shoet-term funding sources, A1 Telekom Austria Group implemented a multi-Cutrency Short-term treasury notes
programme (multi-Currency notes) with a masimum volume of TEUR 300.000 in 2007. The programme was concluded for an ingefinite
period. As of 31 December 2017 and 2016, no muiti-cutréncy notes were ssued,

As of 31 December 2017 and 2016, A1 Telekom Austria Group had total credi lines of TEUR 1,265,000 and TEUR 1,000,000, respectively
These credit lines were not utiised, The credit ine commitment of TEUR 250,000 has  teem until January 2018, the remaining crecht lines
COMMAIMENS fave & madmum teem untit November 2019,

Expasure to Kgquidity risk
The foliowing tabie sets forth the contractual (undiscounted) interest and redemption payments of financial Sabilities, At 31 December 2017
and 2016, no varable interest-rate Sabilites existed, Foreign currencies were translated at the rates valid on the reporting date.

Contractus & months 61012 T2 205 more than
n TEUR cazh flow or less months years years S yours
At 31 December 2017
Bangs 2.958.000 30.000 &5.188 75.188 1,702,128 1,105,500
Bank dent 17 17 0 0 0 0
Accounts payable - race 592032 582 527 8na 6.997 13,403 88
Leaze obigatons 933 532 17 Yaa 260 Q
Othet financial abishes 71 453 50.294 297 2,749 5 668 9,772
A1 31 Decemnber 2016
Bonds 3.266,917 8§81 250 41 433 71,438 #64.313 1.638.479
Bank dedit 23724 o8 193 22918 (4] 0
Accounts poyatie - Ao 553,806 533,449 12.080 3.566 4181 510
Lease stigavons 147 53 KTy &7 13 0
Other fingntial Lisbdities 172,006 46,489 124089 593 e 838

It i3 nOt expected that the cash tiows of the fimancial labilities inciuded in the matunity analysis could occur significantly earlier, or at
sgnificantly different amounts.

Market risks
Market risk iz the nisk of changes in market prices. A1 Telekom Austria Group faces the sk of market price Changes in intesest rales and
foreign exchange rates.

Interest rate risk
Since all of A1 Telekom Austria Group's iong-term cebt has fixed mtecest rates, no cash fiow expasure due 1o fluctuating interest rates exists
{see Note (24)). However, the fair value of lixed rate dabt incréases when market rates are below the rates fised on these loans.

Exposure to interest rate risk
The nsk of changes in interest rates related 10 INvesIMEent Ctivities is considered low due to the shart-term natuwre of financial assets.

Fair value sensitivity analysis for financial instriments

One measure used to express the potential change in the value of 8 portfolio of financial llabiities in response to a change In interest rates is
the modified duration. Modiied duration (sensitivity measure) folows the concept that interest rates and the price of fuied -rate financial
INStrumMents move in opposite directions. The sensitiity s based 0n the assumption of 8 One-percentage-pont paraiiel shift in market
Interest rates for aki térms oCcurrning at the reporting date. The metods and assumptions used rémained unchanged to 1those used N prios
years. The modried duration (sensitiaty) 1s set forth in the following table (negative amounts répresent decreases i financial kabiities):
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Change in Srencial portfolio
in TEUR, 8131 Decerber Capital amounts increace Oecroase
2047
Fiseg rate Insncal isbotes 2,580,000
Sersitivity at 8 modified duration of & 344% <110,781 110.761

2016
Fooed rate inancst latedties 2.822.000
Senutity 8t & moded duration of & 478% ~126.369 126,369

Cash flow sensitivity analysis for variable-rate financial instruments
Since all of A1 Tefekom Austria Group's long-term dedt have flued interest rates at 31 December 201 7 &and 2016, no sensitmty analyss s
provided

Information with respect to hedging reserve

The hedging reserve results from the three forward starting interest rate swap contracts (pre-hedges) concluded in 201 1 with a face value
of TEUR 100.000 each. The relating hedging reserve & refeased in profit or loss in acoordance with the recogrition of interest expense on the
bond, which was issued on & July 2013, s the interest rate risk on that band was hedged. Inthe years reported, the release of the hedging
rmmmghwwmmehmwmmmmmmwmmmeamommcto!EURS.&dOanaomoemﬁtamoumngw

TEUR 1 460, respectively.

Exchange rate risk

As of 31 December 2017 and 2016, of all accounts recemabie: subscribers, distributors and other, net 8s well 83 accounts paysble trade,
only the following are denominated in & currency other than the functional currency of the repoeting entities (for forewgn exchange rates, see
Note (3)):

i1 TEUR, 81 31 December 07 2016

Denominated in EUR vso Otnes ____EUR usd Cehet
ACCOUNtS receivatie: Subscribers, distnbatons and otfer 2,095 9,587 37.647 1,857 7.617 _632
Accounts pagable - trade 70,486 15.832 L8ra 62.945 12.204 3,754

In2017and 2016, a change of 10% in the exchange rate of the Euro to the currences ksted below (see Note (3)) would increase/decrease
foreign exchange rate gifferences as ‘olows:

n TEUR 2017 2916
Croatian Kura (MAK) = 2.282 739
Serbian Dinar (CSD) 1.792 1.655
Belarusian Rouble (BN) 400 §77

No sensitivity analysis was performad for other accounts recevable or for accounts payable denominatad in foreign currencies, as there is
N0 significant nsk due to dversification

Credit risk

Creaut risk is the risk of financial loss If 8 customer or counterparty 1o a financial instrument fails 1o meet its contractual obligatans, and
arises printipally from accounts recerabie trade and mvestment activities. Due 1o intermal guidelines and counterparty limits there is nesther
sagnificant credit risk nor concentration.

Financial investments and cash and cash equivalents

Al Telekom Austria Group's investments are generally of 8 short-term nature and only concluced with counterpartes holdeng investment
grade ratings. If no such external rating s available, an mternal rating based 0n Quantitative ratios is carried out Therefore, there & no
exposure of financial investments and cash and cash equivaients to any significant creci risk.
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The cafrymng armount of financiol assets and cash and cash equivalents represents the mmdmum crodd risk exposure (see Notes (9) and
(18)):

in TEUR, at 31 December 20017 2016
Avimlatia-for-sale mvestrments 11,38 13.647
Financaal investmenss valued at cost 1,546 1 468
Cath ang cash equivalents 202.390 A57 460
Carrying amount 215.281 W72.875
Loans and receivables

Al Telekom Austra Group’s exposure to credit risk is influenced masnly by the ingnidual characteristics of each customer or group of
customers, The cdemographics of Al Telekom Austnia Group's customer base, including the default rizk of the industry and country in which
customers operate, have less of an mfluence on credit risk.

Withen the framework of the appicable legal regulations, each new customer is analysed indhidually for creditworthiness, Cred risk o the
nigk of default in payment by contractual partners is monitored via credit checks, crecit limits and verification routines, Due 10 the large
number of customers and the high level of diversification of the portfolios, the default of any single debtor would ot entail grave
consequences (low concentration risk) in respect of the Consolidated Fnancial Statements. Within A1 Telekom Austria Group, operative
credit risk management functions are performed at the cperating company level.

The following tabie sets forth the masimum expasure 1o credit sk for other financial 3ssets and acoounts recevable: subscribers,
aistributors and other, net, whach equals the carrying amount (see Notes (10), (13) ana (19)):

In TEUR_ a1 31 December 2017 2048
Accounts receivatie SLDICHDACS. GIStNtLA0HS and othes §79.292 £I8 475
Francial assets 161.022 138 26
C.thm 840314 775,738

Accourts recovabie fom rolated pm'-ﬂu kel

A3 8 result of the low concentration of credst risk described above, A1 Telekom Austria Group has na insurance for its aCCOuNts recelvable,
However, based on the credit assessment of retail and wholesale customers, A1 Telekom Austria Group requires bank guarantees, comfort
letters and cash deposits (see Notes (21) and {25)).

n TEUR. 3 31 December — 2017 e
Cash ceposts 10.666 2420
Goprantees 9168 5284

The following table sets forth the ageing of other inancial assets and accounts receivable: subacnbers, distributors and other:

Gross Allowance Groms Alswance
in TEUR. at 31 Cecember 2017 2007 2018 =016
wrettled § not yet due 733,633 21137 815 065 12.181
Past due C-30 days 52168 5248 £2.286 3.354
Past due 31-60 cays 26,504 6537 22,588 a 133
Paat due 6190 days 16,758 5.700 12.119 3880
More than 90 days 267321 197 485 238 938 201343
Total 1.076.422 236,108 1,001,392 225654
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n TEUR. 8t 31 December o7 208
Fraancsl assets past due groes 342,789 326327
Aliwance financist assets 216,97 -213473
Financial assets past due net 127.818 112 858

The foliowing table shows the development of the allowance for other financial assets and accounts receivable: subscribers, distributors and

other, nat:

inTEUR 2017 2016
At 1 january 225,654 212190
Foreign currency adjustment - 763 W58
Change = reporting entities 1,038 110
Reversed -5.353 -3 839
Charged ta expenses 60,619 47356
AMOunits mY2ten-oft -43 BRY -30 881
A13) December 236,108 225.654

ACCOUNts receivable: subscribers, distributors and other as well s other financinl receivaties are measured at amortised COSt O the kywer

recoverable amount

AT Telekom Austria Group has grouped accounts recervable according to their exposure to different risks, Corresponding to the risk involved
and based on historic expenence. a certain percentage of vatuation aliowance is determined for each category of accounts receivable

(general allowance for groups of similar assets). Al accounts recevable past due are therefore impaired by a certain percentage.

The accounts recevable not past due and not impared mainly relate to deferred marketing expenses related 1o customer ioyaity

programmes, roaming credits and access fees Invoiced in advance.

If there is cojective evidence that A1 Telekom Austria Group will not e able 10 collect all amounts due acoording 10 the original terms, an
rmpairment is recorded (specific a%owance). Seous financial difficulties of the debtor, the probability that the dedtor will enter bankruptcy

or fnancial reorganisation, and defaut or delinquancy i payments are consicered 10 be ndicators that the receivable s impaired.

Impairment losses and reversal of Impatrment losses for trade and other recenvables classified as ‘oans and recevables are recognised in
bad geb! expenses in selling, general and administrative expeases. Bad debt expenses mamly relate 1o accounts receivable: subscribers,

distributors and other, When a receivable is considered 1o be irrecoverable, 1he amount is written off agemst the receivable.

The maxnmum credit risk of acoounts receivable: subscribers, dustribulors and other, net by geographic region as well as the spitof the

allowance are:
n TEUR, a131 December 2017 2016
Domessc 818,399 768 242
Forege: 80,000 80,478
Alwances -219,108 212247
Accounts recevable: Subscnbers, dstributors and othes B §79.292 $36.476
Thereo!
Specdic sliowance 6.799 7637
General sllowance 212 307 204 716
Accounts recenable; subscribers, distabutors and other from A1 Telekom Austria Group's most significant customer amount to
TEUR 1,749 and TEUR 2.979 as of 31 December 2017 and 2016, respectvely, Thus, no major concentration of credit risk exists.
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Fair value of financial instruments

According 1o IFRS 13, the fair value 15 the price that would be received 10 sell an 85501 Or pasd to transfer 3 llabeaty. The higrarchy categorises
the inputs used in valuation techniques into three fevels Level 1 contains financial sssets and liabeities based on QuOTted Prces in Active
markets for igentical assets o habdities. Level 2 contams financial assets and iabdties based on inputs other than quoted market prices
ncluged within Level | that are cbservabie for the asset or Lability, either directly or indirectly. Level 3 contains financial asse1s and Habifies
based on Inputs that are unctservable. When determining the fair value, the risk of non-fulfilment is taken into account as well,

The following 1a0le shows the carrying amounts and the fair values of the fancial nstruments por class of financial assets:

Catryng smount Farvatue  Carrymg amownt Fas vt
in TEVR, 3131 December 2017 2016
Financial assets
Cash ang cash equivalents 202,390 202,3%0 457,460 #57 460
Accounts tecerable. SuDSCribers. GistrituA0rs 80 other 679,292 679.292 636,47 835474
Recevabies due from refsted oates S44 Dak 924 925
Other cument Ananciyl sssets 111,631 111 631 93 &2 23 068
Otrr nOn-Cutrant financial assets 49.3%0 &9 3580 46155 8195
Loans and receivables 841,258 B4 258 776,663 176,663
Long torm wvestrants 10,345 11.348 6914 6914
Short-tenms invesiments 0 0 5,733 6733
Avalabie-for-sale rvestments 11,348 11,345 13.647 13.647

Cash and cash equivaients, CCOUNS receivable: subscribers, distributors and other as well as recevables due from related parties have
maturities shorser than ane year. As ther carrying amounts reported approximate thell fas values, no further information on the
classification in the fair value hierarchy is provided

Otrer fimancul assets essentialy refate 10 instalment sales receivables (see Notes { 13) and (19)), the fair values correspond 1o the present values
of the payments related 10 the assets, taking INto ccount the Current interest rates that reflect market and partnes -tasad changes to terms,
conditions and expactabons and are thus classified as Level 2 of the fasr vaiue hierarchy.

The faw vaiues of avarable -for-zale Investments are based on market prices.

The following table shows the Carrying amounts and the fair values of the financia! instruments per c/ass of financial liabilites:

Carrping amount Farvolue Caryng amoun Far caun
= TEUR. 81 31 December 2017 2016
Financial iabities .
Lisbisbes to finance! nsthutcns 17 7 3% 5
Bonos 2533262 2818434 2781382 31093 38
Other current financeal labities 51.309 51,309 162 838 162 846
Nen-current habx s 10 fnsncial insttutions Q 0 22,000 23573
Lease odigations - 89s 834 14a | ok
Oher non-curent Sabiltes 19,942 19,942 829 fi2e
Accounts payable - Yade 592032 592.082 553.747 583 747
Payabies Co 10 related parties 554 554 Sats B8
ACCrond inteceat 29990 29,690 <8 824 g 5:'»‘
Financisilsbiities st amortised cost 3228000 3813172 3517007 360105

Nor Cureret Miibtins U Francind mstitatons inciude 1heir Shoit: term portion
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Accounts payable trade and cther labilities have predomingntly maturites below one year. Thus their Carrying 8mounts approximate their
faw values and no further information on the classification in the fair value higrarchy is provided.

The fair vatues of the guoted bonds (EMTN bonds ang Eurcbands) equs! the face value multiplied by the price quotations at the reporing
date and are thus classitied as Level 1 of the fair value herarchy

The fair values of bank and leasing liabilities and of other financial liabdities ore moasured at the present values of the cash flows associated
with the debt, based on the appicable yield curve and credit spread Cusve for specific currencies, and ase thus classified as Level 2 of the
fair value hierarchy.

Fair value hierarchy of financial instruments
The following table shows the far vaiue hierarchy (per class of inancial instrument) of financia! instruments measured at fair value that
reflects the market peoximity of the inputs in such fakr valye measurements:

n TEUR Laves 1 Lew!2 Level 3 Total
A131 December 2017

Availsbie-for-sale & omer investments 10,765 580 0 11,345
Financil assets measured at foir value 10.76% 580 0 11,345
At 31 December 2016 '
Anstable-for-sale & other investmants 12.725 923 0 13.647
Financial assets measured at faic value 12,725 923 0 13,847

(33) Companies and Business Combinations

Share in capitsl as of Method of Shats in capital o of Mezhod ot

Nome and compeny domicly 31 December 2017 in% _consolciation® 3! Decemiber 2016 10 % conzobdaton®
Segment Austria

A) Tesekom Austria Altiengesesscraft Vienng 19000 FC 100,00 FC
Teletom Austria Personaimanagement GmbH, Vienrs 100.00 FC 100.00 FC
Teletom Austria Betedigungen GmbH, Vienna 10000 FC 100,00 fC
CatieRurnes GrrM, Vienna 76.00 FC 76,00 [2a
CablaRurrr Austtia GmbH & Co. KG, Vienna 76.00 o 76:00 K
World-Deect eBusiness solutions Geselischaft m 0 H . Vienna 100.00 FC 100 00 I
paybox Bak AG, Vierna 100.00 ¥C 10020 fc
PayrOox Service GmbM, Vienna 100.00 c 10G 00 fC
3G Mobsle Teecommunications GmbH, Vienna 100,00 FC 100 00 C
mk Logisnk GmbM. Vienna 100.00 L 100.00 <
letSiream Hungary Kit., Budapest 190.00 Lis 10090 £C
|etSream Siovalia s .o Bratisiave 100,00 T 100 00 fC
letSeeam RO s.r | . Bucharest 100.00 fC 100.00 FC
JerSresm TR Tesekomuniasyon Hzmatien Ve Ticatet Levted Srieti, 100 00 100 00 FC
Btaroul FC

J1Stream Switzeriand Gmbes, Zunich 100.00 FC 100 00 29
tStream Poland Spoka 2 Ograntzons Odpawiedzancsca. Werzaw 100,00 FC 100,00 e
J15tream Germany GmbH, Erankdurt on the Man 100.00 FC 100,00 (28
weStream italy Sl Misn 100 00 FC 100 00 FC
TACZIshésto Prague 100,00 FC 100 00 FC
jtStream Br @ .0 0. drustvo 2a telehomunikacee, Saraeo 100.00 FC 100 00 FC
letStream Englana Limited. Londcn 100.00 FC 10000 FC
mecia 8t Gmbi, Venns S0 » <5 3238 EQ
Segment Bu'gana

Mobittel EAD. Sofe 100.00 ¥ 130,00 £C
Bizoo Media and Broadbend EAD, Sot ME - 100,00 28
Catietel-Prims AD, Notseost 51.00 £C £1.00 £
Caynet TVOCO, Aytos 51.00 FC 5100 Fr
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Share in caprtal a3 of Method of Shate o capitat b of Metnod of
Narmie and company domicée 3) Docembr 2017 in% consoidaton® 31 December 2016 in % conscidabon
Cable Information Syztem AD, Russe 8758 NC 87 5% NG
Evrocom Soba Cable EOQC, Sohp W 10000 N
Verela Cabie AD. Sofla (L] 100.00 NG
Segment Croatia
Vipoetd oo Tagred 100.00 < 100.00 fc
Vipoet usiuge 9.0.0, Zagred 100.00 23 100.00 FC
CATV-0470.0.0 Kabelsks televizy, Karkovac v - 100,60 FC
Metronet Telehomunicacie 9. . Zagred 10000 FC '
Segment Betarus
Unitary enterprize velcom, Mingh 100.00 FC. 100,00 Fe
Unitary enterpeise TA-Engineetrg. Minst 100.00 £C 100 00 FC
Adelinag Led . Minsk 100.00 FC 100.00 I
Unitary entecpeise Solar invest, Bragin town 100.00 FC 100 00 FC
Umited Liabiay Company veloom ADC. Minsk ME 100 €0 2
Umites 1 ME - 100 0O &
Gomel Regional Technological Trace Center "Garant” Open kint-Stoch 98.697 FC .
Company, Gomel
Segrent Macedonis
one Vip DOCEL. Stogye-Zentst 10000 FC 55.00 FC
Vip operstor walugl DOOEL, Skoppe-Zenta 10000 FC 100.00 FC
Astra Plus DOOEL, Kocan! 100.00 £ 100,00 FC
Oagr plas Multimedis DOOEL, Skople 100.00 FC 10000 fC
Segment Serbia
Vip mobie d.0 0, Belgrade 100.00 FC 100.00 2N
Ama Telskomunitacie d.0.0., Belgrade 100.00 FC 160.00 28
Segment Slovenia
Al Skvenia d.d , Ljublans* 100.00 FC 100,00 FC
Corporate & Other
Telekom Projetentwicilungs GaoH, Vienna 100.00 FC 10003 FC
Telewom Fnarzmanagecent GmbiH. Vienng 10000 FC 100 .00 FC
Maobikom Beteigungsgeselischaft mbH, Venna 100.00 FC 10000 FC
mobieom Sulgarien BetehgungsvermaltungsgmibH, Vienna 100.00 F 10800 <
motikom CEE Beteilgungaverwaltung GmbH, Vienna 10000 FC 300,00 FC
mobikom Maredonien Bateligargsverwaltng Gmbit, Vienna 100.00 FC 100.00 ¥
mabikom Selarus Beteligungsver waltung GmbM, Vienna 100.00 FC 100 00 fC
Lroaten Betelgungsveraatung GmbH, Vienna 100.00 fC 100.00 i
$B Telecom Ltd . Limaszol 100.00 [0 100.00 e
At Dgial internaticnal GmoH. Vienna 100.00 fC 100 00 FC
Al Digital Deutschians Gmiks. Munch 10000 FC
Alaes S A, Lausanne 100.00 FC
Alars GmbH, Berin B 100.00 NC
Telecom Lechiensten AG, Vaow 2490 & 24 90 0

*FC - bl consobdation. £Q - eqaty mothod, |10 - kauidanion, ME - menpnd, NC - pot consobdated becasse not material, 5O - sokt
Ml atfiated compaties Fave 31 December as thei copoeting dase eocecs 1o meds. o1 Groud whach has 30 Jne es its ropoeting date

** 2016 S motat telebomurdkacinle stormee d. A | | juthars

According toIFRS 3, business combinations are accounted for using the BCGuIsItion method at the acquesition date, which is the date when
the acquirer 0bIAINS Control over the acqurree. Goodwill i measured as the difference between the aggregate of the fair value of the
consideration transferred as of the acquisition date, the amount of any noa-controling intérest, and, in 8 business combination achieved in
stages, the fair value of the acquirer's prevowsty-held equity interest in the acguiree kess the fair value of the identifiable assets acquied and
the Sabiities assumead. Non-controfing interesis are not measured at fawr value but at their share of the fair value of identified net assets of the
acquiree. In accordance with IFRS 3.45, goodwik may ba adjusted for subsequent changes in the estimated purchase prce. If the fair value of
the assets acquired exceeds the consideratcn transferred, the resulting gain Is recognised in profit or 1088, Transaction COSIS are expensed a5
Incurred. In case of an acquisinon achieved in stages, the previousdy held interest ts restated at fair value and any resultmg difference is
recogrised in profit Or loss. All transactions with non-controlling intergst hokders are directly recognised in stockhoider's equity. in the course
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of purchase price slocations, far values of 333818 and habdibes acquired are determined based on state-of-the-art discounted cash flow
methods. The nput factors used are categonsed 3s Level 3 of the fa value Meerarchy defined by FRS 13,

On 15 February 2017, A1 Telokom Austria Group acguired 97.68% of Metronet telekomunikacije via the Croatian subsidiary Vipnet,
Metronet is one of the ieadang akternative fved busmess sofutons provider in Croatia and offers a wide range of products, focussed on
defvering services 1o the business segment. The far values of the assets acquared and kabilitses assumed at the acguisition date are
reported in the segment Croatsa;

Acquisition of Matronet Fair values on acquston
nTEUR cate
Property, plant and equgenent 28,906
ntangibie arsets 28673
Other 858618 8 recevabies 4617
Cash and cash equivalents 130
Bani debit ana Leases -1,993
Defarred tax ladiities ~2.700
ACCOUNS Day DI 11,004
Debt dus 1o related parties -34 147
Net assets acquired 174N
Non-controlling intereats ~405%
Debt paid on bemalf of Metronet 34147
Total purchase consideration 74536
Purchase peice not yet pag -2.4654
Cash a0d cash equivalents acquired - =130
Netcash outflow 71.951

The factors contributing 10 GOodWS are expectanons of positive returns due to a favourable development of the market share in Croatia and
cost synergies. Since the acquisition date, Metronel has contributed revenues of TEUR 26,515 and a net income of TEUR 2,201 The gross
contractual amounts of acquired recenvables are TEUR 5 896, Management’s bost estimate at the acquisition date of the contractual cash
flows not expected to be coliecied is TEUR 724, thus the far value amounts to TEUR 5,172,

In the second quarter 2017, the non-controlling interest of Metronet of 2.32% smounting to TEUR 405 was acquired for 8 consideration of
TEUR 972. The excess of the purchase price over the book vaiue of the nan-contralling interest is recorded in retained earmings. In the
Consolicated Statements of Changes in Stockhoiders’ Eguity, the disposal of the carrying amount of the non-controfing Interest s netted
with the original addition to non-controling interest from the business combination,

On 1 August 2017, A1 Telekom Austria Group acquired 96.50% of Gomelsky OTTC Garart, Gome! (Garant) via the Belarusian subsidiary
velcom. Gomel s the thed largest beoagband operator In Belarus providing services mainly for residential customers in Gome!, the second
largest oy in Belarus, and other six Cities in the region. The fair vatues of the assets acquired and Sabilitres assumed at the acquisition date
are reported in the segment Belarus:
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Acqusinion of Garant Fair vedues on acquisition
n TEUR dme
Property, plant and oquiprent 5136
ntang tie assety 1976
Other 55815 890 recevables 316
Cash and cash equvatents 07
Deferrec tax batsinties -100
Azcounts payable »2.755
Net assels acquired 4,990
Noa-controling interests 174
Goodwi 3,707
Total purchase consideration 8,512
Cash ond cash equiviients scqured ~407
Net cash outfiow B.106

The factors contributing to goadwill are expectations of PoSINE relurns due 10 regional syrergies. upselling of cable TV customers and
further cost synergles. Since the acquisihon date, Garant has contributed revenues of TEUR & 837 and a net loss of TEUR 142,

In the fourth quarter 201 7. the non-controlng interest in Garant of 2.20% amounting to TEUR 108 was acquired for a consideration of
TEUR 263. The excess of the purchase price over the book value of the non-controlling interest is recorded in retained earmngs. In the
Consclidated Statements of Changes in Stocknalders’ Equity, the disposa! of the carrying amount of the non-controlling Interest is netted
with the criginal addition to non-controlling interest from the buseiess combination.

On 30 November 2016, A1 Telekom Austria Group acquired 100% of the Belarusian fixed-kne operator Aslant Telecom, renamed velcom
ACS after the pcquesition, and its subssdeary TeleSet in 2017, the final purchase consideration was determined As a result of the final
allocation of the purchase consyderation, goodwil increased by TEUR 954, other assets were reduced by TEUR 492 and a payment in cash of
TEUR 452 was effected.

On 30 November 2017, the Belarussan subsxiaries veicom ADC and TeleSet were merged into velcom, Furthermore, Garant was sphit into
Garant Telecom South, contamning the core business, and into Gome! Regional Technoiogical Trade Center “Garant”, containing the non-
core business. Subsequently, Garant Telecom South was merged into velcom, These transactions do not have an Impact oa the
Consohaated Financial Statements

On 4 Augus1 2017, AY Telekom Austria Group acquired B8 83 % of Akenes S A, (Akenes). Lausanne, via the subsidiary Al Digital
International GmbH. Akenes offers pure-play Infrastructure as & Service (K3S) open cloud with clear customes focus on Software as a
Service (SaaS) providers and Big Data operators. The share purchase agreement includes a put and call option for the exit of the remaining
sharenolcess. The t1otal purchase consideration Inciudes the fair value of the opticn. Based on the put option and other terms of the contract
NG non-controling interest is recorded. The fair values of the assels scquired ang liabishes assumead at the acquisition date are reported in
Corporate, Other & Elimmations:
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AcqQuisition of Akenes Faur vatues on scquistion
n TEUR asze
Property. plant snd equpment 739
ntangibie assets 1,842
Delorred tas sssety 152
Other assets and recenables 107
Cash and cash equavients 87
ACCOUNtS Payalie -1.318
Not assets scquired 1,712
Geodwid 7.698
Consideration transterred 9.410
Purchase price not yet paid -3.111
Caan ang cash equivalents acquired -87
Net cash outfiow 6212

The factors contributing to goodwill are expectaticns of positive returns due 1o a favourable development of the market share and cost
synergies, The gooawill was allocated to the cash-generating urit A1 Digntal. Since the acquastion date, Akenes has contributed revenues of
TEUR 972 andt a net loss of TEUR 241

Since the effect of the acquiced entities on the Consolidated Financial Statements of A} Telexom Austria Group is not considared significant,
no pro-forma information is presented. Acquisition-relsted costs totalling TEUR 683 are reported in selling. geners! and administrative
expenses,

On 1 October 2015, Vip operator, & Macedonian subsidiary of AT Telekom Austria Group, wias merged with Telekom Slovenije’s subsitary
ONE, both operating in Macedona. A1 Telekom Austria Group held 56% and had sole control over the newly created entity one Vip, whereas
Telekom Slovenije Group held 45%, Based on ca¥ and put options of the shave purchase agreement and Telekom Slovenije's exclusion from
Olviaend rights, no non-controliing interest was recognised. On 9 November 2017, the call and put options for the exit of Telekom Sloversje
Group were éxercised at the amount of TEUR 120,000, A1 Telekom Austria Group now holds 100% of one Vip. A1 31 December 2016, the
fair value of the option was reported in short-term financial liabdities {soe Note (21)).

(34) Commitments and Contingent Assets and Liabilities

In june 2074, Mobite! EAD (Mobiltel) received the tax assessment act related 10 the taxation treatment of amortisation of brand name ang
customer base in 2007, Mobiitel appealed to the highest tax authority in Sofa. In December 2014, this appesl was rejected. Mobiltel
oppealed to the Supreme Administrative Courtin Sofia. On 22 February 201 7, the Supreme Administrative Court decided in favour of
Mobstel regarding the amortisation of customer base of TEUR 15 060 ncluding interest and rejected the appeal of Mobiitel in the amount of
TEUR 7.801 relating to the amortisation of brand name including interest for the year 2007,

Furthermore Mobiltel recenved tax assessments in 201 7 for the years 2008, 2009 and 2010, which once agein included brand name and
customer base nOt 1o be tax decuctible totafing TEUR 62,391 including interest calculated as per 31 December 2017.On 14 uly2017,
Mobalwmuanappwatwwwm(:mm&hemmmgﬂuu:awmhhceamzoosmmlml
subsequently at the Sugreme Acministrative Court, if necessary. On 26 September 2017, Mobiltel filad an appeal a1 the competent
administrative authority regarding the tax assassment for the year 2010 The decmion of the administrative suthority wass received on

27 Novembar 2017, the decision being negative, thus Mobilte! filed its appeal a1 the Administrative Court in Sofia on 7 December 201 7 A
negative decision will be appealed at the Supreme Administrative Court, if nacessary. As of 31 December 201 7, Mobilte! has issued barnk
Quarantees covering up to TEUR 62.988 covering the tax assessmant acts for the financial years 2008, 2008 and 2010 to secure the
possible tax claims and interest.

The subsequent tax audit covering the years 2011 ta 2013 was finalised with 18« audit réports recened on 29 December 201 7. The decision
of the Supreme Acministratrie Court for the year 2007 was not taken into consideration and additional COPOrate income tax due to non-
deductible tax amortisations on both brand name and customer base until 2012 was imposed by the tax authonties as follows: TEUR 15916
covenng carporate income tax 2011 including interest and TEUR 11,936 covering corpirate income tax 2012 to 2013 including interest.
Tax and interest for brand name for the yoars 2008 1o 2012 is provided foe
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In the normal course of business, A1 Telekom Austria Group 15 subject 1o proceedings, Iawsuits and other clawms, ncluding proceedngs
under iaws and reguiations related 1o network access. Such matters are subject to many uncertainties, and the outcomes are not
predictable with certainty, Consequently, Management is unable to ascertain the ultimate aggregate amount of the monetary kability or the
"mpact on the financial position of A1 Telekom Austria Group with respect 10 these matters at 31 December 2017, These matters could
materiaily affect memrmrmamhmawwwmnmm»mwewm However, Management balieves that,
after final settioment, any monetary liatvity or financial impoct on AT Telekam Austna Group, beyond such provided for at year-end, would
not be material to its Consolidated Financia! Statements.

(35) Remuneration Paid to the Management Board and Supervisory Board

Asof 31 December 2017 and 20186, the Management Board of Telekom Austna AG is composed of Alejandro Plater, as Chief Executve
Officer (CED) and at the same time Chief Operating Officer (COQ), a5 wedl as Siegfriess Mayrhofer, a3 Chief Financial Officer (CFO). Since

6 March 2015, Alejancvo Plater has baen 8 member of the Management Board and, since 1 August 2015, CEO. Since 1 June 2014, Siegfried
Mayrhofer has been a member of the Management Board.

The following table summarises the remuneration of membara of the Management Board and Supervisory Board:

= TELR 2017 2018
Basic remuneration (fixed salary inc). temuneration in kind) 1,026 1026
Vorisbie remuneration 1.087 1214
Share-Dased compensation (Long Term incenie Program)* 110 263
Tots 2,224 2,503
Compensation Supervisory Boas 358 204
* SeeNote O

Hannes Ametsrester resigned from his function as CEO as per 31 July 2015 and his employment refationship was terminated at the same
date. In the tabie above, the variadie remuneration in 2016 includes the payment of vanable remuneration for the year 2015 unté the
1esgnation amounting to TEUR 208 as weil as the share-based compensation for LTI 2013 of TEUR 104 The share-based compensation for
LT1201 4 amounting to TEUR 71 and paid in 2017 is not included in the tabie.

Gunther Ottendorfer's CTO contract with 8 term until 31 August 2016 was prematurely terminated as per 5 March 2015 The tabie above
Includes, in 2016 share-based compensation for LT12013 of TEURSS. The share-based compensation for LTI 2014 amounting to TEUR 102
and pacd in 2017 is notmciutded in the tabie

Hans Tschuden's CFO contract with a term until 31 March 2015 was prematurely terminated 8s per 31 March 201 4. The share-based
compensation for LTI 2014 and LT1 2013 of TEUR 49 and TEUR 956, respectively, paid in 2016 and 201 7, 1s not mciuded in the table.

(36) Employees

Ymmagemmofempbymdunngthemnzol 7and 2016 was 18,659 and 17,717, respectively. As of 31 December 201 7 angd
2016, A1 Telekom Austria Group empioyed 18,957 and 18,203 eémployees (fl-time equivalents)
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(37) Subseguent Events

On 3 january 2018, the Management Board of Telekom Ausiria AG decsded 10 call and redéem the hybrid bond amounting to TEUR 600,000,

according 1o Section 5 (3) of the terms and conditans of the bond, at s nominal value plus all intérest on | February 2018, the first cas
date (see Note (27)).

In January 2018, A1 Telekom Austria Group entered Into commetted credit ines with & total volume of TEUR 540,000 snd a maturity of up to
twelve months. On 30 January 201 8, the amount of TEUR 240,000 was drawn

(38) Release for Publication

0n 30 january 2018, the Management Board approved the Cansolidated Financial Statements for submission to the Supervisory Board. The
Supervisory Board will réview the Consolidated Financial Statements and report (ts 0ecison on apgroval.

Vienina, 30 January 2018

M & prtef-

CEQ and COO Alejandro Plater CFO Siegfried Mayrhoter
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AUDITOR'S REPORT

Auditor’s Report?

Report on the Consolidated
Financial Statements

Audit Opinion

We have audited the consolidated financial statements of
Telekom Austria Aktiengeselischaft, Vienna, and of i1s
subsidiaries (the Group) comprising the consolidated state-
ment of financlal position as of December 31, 2017, the
consolidated statement of comprehensive income, the con-
solidated statement of changes in equity and the consoh-
dated statement of cash flows for the fiscal year then ended
and the notes t0 the consolidated financial statements

Based on our audit the accompanying consolicated financial
statements were prepared in accordance with the iegal regu-
lations and present fairly, in all material respects, the assets
and the financial position of the Group as of December 31,
2017 and its financiad performance for the year then ended
in accordance with the International Financial Reportings
Standards (IFRS) as sdopted by EU, and the aaditional require-
ments under Section 265a Austrian Comparny Code UGB

Basis for Opinion

We conducted our audit in accordance with the regulation
(EU) no, 53772014 {in the following “EU regulation”) and

in accordance with Austrian Standards on Auditing, Those
standards require that we comply with International Standards
on Auditing (ISA). OQur respons-bilites under those requla-
nons and standards are further described in the "Auditor’s
Respons-bilites for the Audit of the Consobdated Financial
Statements” section of our report, We are independent of
the Group in accordance with the Austrian General Accepted
Accounting Principles and professional requirements and
we have fullilled cur other ethical responsitilities in accord-
ance with these requirements We believe that the audit
evidence we have obtained is sutficient and appropriate to
provide a basis for our opinion

Key Audit Matters

Key audit matters are those matiers that, in our professsonal
judgmens, were of most sianificance in our audit of the con-
solidated financial statements of the fiscal year. Theze matters
were adaressed in the contéxt of our audit of the consohdat-
ed financial statements as a whole, and in forming our opinion
thereon, and we ¢do not provide a sapasate opinion on these
matters

We considered the following matters as key audit matters
for cur audit:

= 1. Valuation of property, plant and equipmeént
and intangible assets, including goodwill

= 2 Revenues and related IT systems

3. Restructuring accruals

4_Valuation of deferred tax assets

1. Valuation of property, plant
and equipment and intangible
assets, including goodwill

Description

Telekom Austria shows signeficant amounts of goodwil
(mEUR 1,276 3), intangible assets (mEUR 2,075.9) and
property, plant and equipment (MEUR 2,627 .9) in its con-
solidated financisl statements as of December 31,2017

Under IFRS, 80 entity is requuad to annually test the amount
of goodwill and intangible assets with an indefinite life for
impairment. For intangible assets with a definite life as well
as property, plant and equipment, it is required 10 assess
on each balance sheet date whether impairment indicators
exist and if they exist, an impairment fest is required for
these assets

Telekom Austria’s disclosures about goodwill, intangibles
assets and property, plant and equipment and related impaar-
ment testing are included in Note 4 (Estimations), Note 14
{Property, plant and equipment), Note 15 (Intangbles) and
Note 16 {Goodwill) in the consolidated financial statements

We considered the impairmeant testing of property, plant and
equipment and intangible assels, inclugding goodwill, 35 a
key audit matter as the related asset amounts are signdficant
and the assessment Drocess i1self s complex and requires
judgment. The impairment tests include assumptions that
are affected by future market or economic conditions

How our audit addressed the matter
Qur audit procedures included, among others, the following

We assessed the design and irmplementation of the controls
over the impairment testing process

1) This tepert 1S a anstation of the ongnal repott = Garman, whth 4 stiely
vahd Publcation or sharing with thed parties of the conschdaed tnanoa
SALEMENLS LCQeAnes with our suditor s Sownon is Oly Mowod if the ¢one
s0ldated firarcial statermerds and the FandgEmont 1oport for the Growo
e identic al with the Genman audited veeson . Thin audit opinon s only
ppphcable % the Gerrman and complets corsnldotea fnancial statements
with the maragerent repatt bor the Geoyps. Secton 281 pasagrach 2 LGH
(Austrian Company Code ] Appliag 30 Altarantea ve<sions
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Furthermore, we evaluated the compasition of cash generating

units {CGU's) and the assets allocated to each CGU

We compared forecasted revenues and EBITDA margins a5
weil as capital expenditure and changes in working capital
for all CGUs with the Telekom Austris plans submitted to
the audn committee and analyzed the main drivers for the
future development included in the business plan to de-
termine the appropriateness of the projections. We also
verified the assumptions made in relation to discount rates
and growth rates

EY valuaton specialists assisted us in performeng the audit
procedures relating to impalrment.

We alzo evaluated the adequacy of disclosures made
regarding impairment testing and related assumptions,

2. Revenues and related IT systems
Description

Telekom Austria’s revenues in 201 7 resulted from various
revenue streams and I systems processing millions of

récords per day

Telekom Austna's disclosures about revenues are inciuded in
Note 5 (Revenues) in the consolidated financial statements.

Revenues and related IT systems were important for our
audit as there i1s an industry inherent risk around the accuracy
of revenues recorded given the complexity of systems and
the large volume of data processed as well as the impact

of changing pricing models 10 revenue recognition (tarift
structures, incentive arrangements, discounts etc ).

How our audit addressed the matter
Our audit procedures Included, among others, the following.

We assessed the accounting policies relating to revenue
recognition {including multiple element contracts as well
as customer loyaity programs) and the impact of new
business models,

Furthermore, we assessed the design and implementation of

the controls over the revenue processes including the revenue

related IT systems (rating, billing and other support systems)
ond IT general controls with involvement of £Y IT specialists,

We performed substantive audit procedures on revenues 10
corroborate the results of the design and implementation
assessment of controls over revenye related processes and
IT systems.

3. Restructuring accruals

Description

Telekom Austria shows significant amounts of restructunng
occruals (mEUR 501.0 as of December 31, 2017) which
consist of aceruals for employees, who will no longer provide
services but who cannot be lavd off Gue to their status

as civl servants, accruals for social plans and accruals for
employees transfernng voluntarily to the government

Telekom Austria’s gisclosures about restructuring accruals
are included in Note 4 (Estimations) and Note 22 (Accrued
liabeities and current prowvisions, asset retirement obligation
and restructuring) in the consolidated financial statements.

We considered restructuring accruals as a key audit matter as
the related amounts are sigmificant, the determination process
itself requires judgment and a change in the assumptions can
have a significant impact on the financial statements.

How our audit addressed the matter
Our auait procedures included, among others, the following:

We assessed the legal and contractual basis for the
fesiruciurning accruals.

Futthermore, we assessed the design and implementation
of the controls over the determination of the Company’s
restructuring accruals

We recalculated the computations of the restructuring acery-
als and venfied the main assumptions (discount rate, rate of
compensation mcrease. participant data as well as employee
turnaver rate for accruals for empioyees, who will no longer
provide services but who cannot be laid off due to their status
as civil servants) used in the calculations.

EY actuanes assisted us in performing the audit procedures
relating to restructuring accruals.

We aiso evaluated the adequacty of disclosures made
regarding restructuring accruals and related assumptions.
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4. Valuation of deferred tax assets

Description

Telekom Austria shows significant deferred tax assets
(MEUR 327 1 a3 of December 31, 2017) in its consoligated
financial statements, a further amount of MEUR 417.0 has
not been recognzed as the realization is not probabile in the
near future according to the assessment of the entity based
on its tax planning,

Telekom Austria's related disclosures are included in Note &
(Estimations) and Note 28 (income Taxes) of the consolidated
financial staternents, Deferred tax assets and tax loss carry-
forwards mainly relate to the operations in Austria,

The valuation of deferred tax assets was Important for our
Aaudit as the assessment process is complex and requires
judgement. It is based on assumptions that are affected by
future market or economic conditions

How our audit addressed the matter
Our audit procedures included, among others, the following

We assessed the design and implementation of the controls
ower the determination of the Company's deferred tax assets

We compared forecasted revenue and profit margins as well
as capia! expenditure for all cash generating units with the
Telekorn Austria plans submitted to the audit commitiee

and analyzed the main drivers for the future development
Included in the business plan (1o determine the appropriate-
ness of the peojections. We also verified the treatment of
differences between IFRS and tax law in the planning of future
taxable income. We asseszed whether the deferred tax assets
may be recoverable before the tax logs carryforwards expire

EY tax specialists assisted us in performing the audit
procedures relating 1o deferred tax assets

We alzo evaluated the adequacy of disclosures made
regarging deferred tax assets and relatad assumptions

Responsibilities of Management
and of the Audit Committee

for the Consolidated Financial
Statements

Management is responsible for the preparation of the con-
soligated financial statements in accordance with IFRS as
adopted by the EU, and the additional requirements under
Section 2659 Austrian Compary Coda UGB for them to present
atrue and fair view of the assets, the financial position and
the financial performance of the Group and for such internal
CONLIoIS as management determings are Necéssary to enable
the preparation of consolidated financial statements that

are free from material misstatement, whethers due to fraud

Or error

In preparing the consolidated financial statements, manage-
ment i5 responsibie for assessing the Group’s ability to con-
tinue as a going concern, disclosing, as applicable, matters
related to Qoing concern and using the going concern basis
of accounting unless management either intends 1o liguidate
the Group or to cease operations, or has no realistic altérng-
tive but to do so

The Auait Committee is responsible for overseeing the Group’s
financial reporting process

Auditor's Responsibilities for
the Audit of the Consolidated
Financial Statements

Ourt objectives are to obtain reasonadle assurance about
whether the consolidated financial statements as a whole are
free from material misstatemeant, whether due 10 fraud or error,
and 10 issue an auditor’'s report that includes our opinion,
Reasonable sssurance is a high level of assurance, but is not
8 guarantes that an audit conducted in 8ccordance with the
EU regulation and in accordance with Austrian Standards on
Auditing, which require the application of ISA, always detect a
maternial misstatement when it exsts. Misstatements can arise
from fraud or ercor and are considered material if, indevidually
or in the aggregate, they could reasonably be expected to
Influence the economic decisions of users taken on the basis
of these financial tatements

As part of an audit in accordance with the EU regulation and

In accordance with Austrian Standards on Auditing, which re-
Quire the sppiication of ISA, we exercise professional judgment
and maintain professional scepticism throughout the audit
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We also:

+ identify and assess the risks of matenal misstatement
of the consolidated financial statements, whether due
to fraud or erree, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for
cur opanion. The risk of not detecting a material misstate-
ment resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, inten-
tional omessions, misrepreésentations, or the override of
internal control.

* obtain an understanding of internal controi relevant to
the audit in order 1o design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control

= evaluate the appropnateness of accounting policies used

and the reasonableness of accounting estimates and relat-

ed disclosures made by management,
= conclude on the appropriateness of managemant's use
of the going concern basis of accounting and, based on

the sudit evidence obtained, whether a material uncertain-

ty exists related to events or conditions that may cast sig-

nificant doubt on the Group’s ability 1o continue as a going

concern i we concliede that a material uncertainty exists,
we are required to draw attantion in our auditor's report to
the related disclosures in the consolidated financial state-
ments or, if such disclosures are inadequate, to modify our
ognion. Our conclysions are based on the sudit evidence
oblained up 1o the date of our auditor's report Mowever,
future events or conditions may cause the Group 1o cease
to continug as a going concern.

* evaluate the overall presentation, structure and content
of the consolidated finpncial statements, including the
disclosures, and whether the consobdated financial state-
ments represent the underlying transactions and events
n a manner that acheeves fair presentation

* obtainsufficient appropriate audit evidence regarding
the financial information of the entities or business activ-
ities within the Group 1o express an opinion on the con-
solidated financial statements. We are responsible for the

direction, supervision and performance of the group audit.

Ve remain solely responsible for our audit opinion,

We commun cate with the Augit Committee regarding, among
other matters, the planned scope and timing of the augit

and significant audit findings, mcluding any significant deafi-
ciencies in internal control that we identify during our audit.

We also provide the Audit Committee with 3 statement that

we have complied with relevant ethical requirements regarding

independence, and to communicate with tham all relation-
ships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the financisl statements of the current period
anc are therefore the kéy sudit matters. We describe these
matters in our audhtor's report unless law or regulation
preciudes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter
should not be communicated in our report because the
adverse consequences of doing Lo would reasonably be
expected to outwesgh the public interest benefits of such
communication

Report on Other Legal and
Regulatory Requirements

Comments on the Management
Report for the Group

Pursuant to Austrian Generally Accepted Accaunting Princi-
ples, the management report for the Group IS to be audited
as to whether it is consistent with the consolidated financ al
statements and a5 to whether the management report for
the Group was prepared in accordance with the applicable
leqal requiations.

Management is responsible for the preparation of the man-
agement report for the Group m accordance with Austnan
Generally Accepted Accounting Principles and other legal
or regulatory requirements

We conducted our audit in accordance with Austrian
Standards on Auditing for the audit of the management
report for the Group

Opinion

In our opinion, the management repart for the Group was pre-
pared in accordance with the valid legal requirements, com-
prising the details in accordance with Section 2435 Austrian
Company Code UGB, and is consistent with the consolidated
financiy¥ statements

Statement

Based on the findings during the audit of the consolidated
financial statements and due to the thus obtained under-
stancing concerning the Group and ItS Circumsances no
matensl misstatements in the management repost for the
Group came 10 our attention
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Other Information

Management is responsidie for the other information. The
other information comprises the information included in the
annual report, but dees not nclude the consolhdated financial
statements, the mansagement report for the Group and the
audinoe’s report thereon, The annual report is estimated 10

be provided o us after the date of the auditor’s report. Our
oginion on the consolidated financial statements does not
cover the other information and we do nol express any form
of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsbility i 1o read the other information,
a3 s0on as it is available, and, in doing $0, to consader whether -
based on our knowledge obtained in the audit-the other
information is materially inconsistent with the consolidated
financial statemenis or otherwise appears to be materally
misstated.

Additional information in accordance
with article 10 EU regulation

We were elected as auditor by the ordinary general meeting at
june 9, 201 7. We were appointed by the Supervizory Board on
October 5, 2017. We are auditors without cease since 2015

We confirm that the audit opsnion in the Section “Report on
the consolidated financial statements” is consistent with the
additional report to the audit committee referred to in article
11 of the EU regulation

We declare that no prohibited non-audit services (articie 5
par. 1 of the EU regulation) were provided by us and that we
remained independent of the audited company in conducting
the sudit.

Responsible Austrian Certified
Public Accountant

The engagement partner 1s Mr. Enich Lehner, Certified
Public Accountant

Vienna, fanuary 30, 2018

Ernst & Young
Wirtschaftsprufungsgesellschaft m.b H.

Mag tnchilehner mp
Wirtschattsprider /s Certifica
Pubiic Accountars

Mag. (FM) Severn Lis) mp
wirtschafsasprufer s Cert died
Public Accountaet
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DECLARATION OF THE MANAGEMENT BOARD

Declaration of the
Management Board

We confirm 10 the best of our & nowledge that the consoligated
financial statements prepared according to the applicable
acoounting standards give & true and fair view of the assets,
habdities, financial position and profit or loss of the Group and
that the Group management report describes the develop
ment and performance of the business and the position of the
Group in a way that it gives a true and fair view of the assets
kabilities, financial position and profit or loss of the Group and
the Group management report describes the principal risks
and uncertaintses the Group faces

The Management Board

MA@ gap

Algsanndo Mater, CEO & OO0 S00ines Mayrhaler, CFC

Telobom Auntrg Grosg A hom Austrin Geoug
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