















































THE INTERNET

Equitable access to information, education and knowledge is a key social
objective. We at the Telekom Austria Group have learned this lesson, which
Is why we launch initiatives such as “Al Internet for All” that teach the
necessary skills to actively participate in the digital age. Each month, more
than 1,500 people attend some 100 free Internet training sessions in 30
different courses for young and old alike. This makes us very proud. And
we've only just started. - commited page s
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Initiatives such as
“Al Internet for All"
promote equitable
Internet access



FOREWORD BY THE

Dear Readers,

It all started in the minds of a small number of forward thinkers. Put
simply, the 1987 Brundtland Report published by the World Commission
on Environmentand Development* under the title “Our Common Future”
defined the concept of sustainable development via two central principles:
Inter-generational equity and sweeping changes in the use of resources,
investment behavior, technological developmentand institutional change.

Given the amount of time that has passed since then, it might appear that
far too much of this agenda has been left unaccomplished. Alternatively,

*Brundtland Commission under the chairmanship of the former Prime Minister of Norway, Gro Harlem Brundtland.

we can choose to see sustainability as a responsible mind-set, in which
the goal is never completely achieved, because the ambitious pursuit of
these goals is the end in itself.

Sustainability has certainly emancipated itself: What started as an aca-
demic vision, and then went through a period in which inflationary use
almost reduced the concept to an empty phrase, is now regarded as a
moral obligation for individuals and companies alike and is backed by a
broad societal consensus.

It obviously took some time to seriously embed sustainability in its many
dimensions along the Triple Bottom Line (people, planet, profit) in all









15.54% by investors in the United States and 5.55% by
UK investors. 13.82% of the shares are held in other
European countries and 6.55% in the rest of the world.
Since the end of September 2012, América Mévil Mexico
has held directly and indirectly 22,76% of the total
shares outstanding of the Telekom Austria Group.

Shareholder Structure by Country
as of Dec. 31,2011

RESPONSIBLE CASH USE

In 2011, the Telekom Austria Group distributed a div-
idend of EUR 0.38 per eligible share and plans to pay
a dividend of EUR 0.05 for 2012 and 2013. Maintain-
ing a stable investment grade rating of at least BBB
(stable outlook) as well as retaining leverage within
the target corridor of 2.0x — 2.5x net debt/EBITDA com-
parable remainsacentral tenet of the Telekom Austria
Group’s financial strategy.

COMPLIANCE MANAGEMENT

In 2011, accusations of corruption and wrong-doing in
the pastwere raised against the Telekom Austria Group.
The company responded with a full and thorough
investigation and took prompt action to optimize the
compliance management system and to strengthen
itse ectiveness. In 2011, the Telekom Austria Group

hired Dr. Martin Walter, an internationally respected
compliance expert, to restructure and modernize its
compliance management system. Together with his
team, Dr. Walter, as the Director of Group Compliance,
is responsible for the group-wide implementation of
compliance measures. He is organizationally located
under the Management Board as a whole and reports
directly to the Supervisory Board of the Telekom
Austria Group.

CREATING A CULTURE OF INTEGRITY

Integrity means much more than merely implemen-
ting existing rules and guidelines — it is a matter of
corporate culture and is significantly influenced by the
example set by top management and the promotion of
personal responsibility among employees. “Integrity”
has therefore been additionally included in the canon
of Telekom Austria Group values. As honest, fair and
transparent conduct and the trust they engender are
essential for the business success and reputation of
the Telekom Austria Group, the Management Board
actively promotes these values, which form the basis
for all employee actions.

COMPLIANCE MANAGEMENT SYSTEM

The Management Board of the Telekom Austria Group
is vigorously tightening up and improving the com-
pliance management system. Responsibility for the
implementation, control and further development of
compliance measures lies with the newly established
Group Compliance department, supported by the Com-
pliance Committee and the local compliance mana-
gers. Preventative measures such as extensive training,
anchoring integrity in the company’s human resources
instruments, and making guidelines more specific
ensure compliance with the legal requirements, in-
ternal guidelines and ethical standards. Violations
of these rules and standards are always systemati-
cally investigated. Deliberate, unlawful misconduct

Overview of Telekom Austria Group Markets 2011

The Telekom Austria Share

= listed since 2001 in the
FTSE4Good Index, which
recommends companies
with a strong sense of
social responsibility

investment products
recommended by the Munich

rating agency oekom research AG

since 2002 and positively

evaluated by imug Nachhaltiges

Investment since 2001

included in the portfolios of
various socially responsible
investment funds

included in the list of sustainable



Awards

Mobiltel

= Special Prize in the
category "Most Transparent
Charity Program” of the Bulgarian
Donors’ Forum for the M-Tel Grant
2010/11

velcom

* The "Most Socially Responsible
Brand” in the category "Ethical
Market Behavior” (Brand of the
Year competition founded with
the support of the UN Global
Compact in Belarus)

Vip operator

= Award for the integrated CSR
approach 2010 from the NGO CIRA
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is punished without regard to the rank or position of
the individuals concerned. The e ectiveness of the
Compliance Management System will be externally
audited and certified in 2013.

CODE OF CONDUCT

The Code of Conduct, which is binding throughout
the Group, is based on the four Telekom Austria Group
values of Innovation, Quality, Diversity, Integrity & Re-
sponsibility. It contains rules and principles for ethical
behavior that conforms to both the company’s values
and the Austrian law and sets forth concrete guidelines
foraction. The Code of Conduct applies to all employees
and the entire management of the Telekom Austria
Group and isacore element of its corporate culture. It
ispublished on the corporate website telekomaustria.
com. Specific areas covered by the Code include fair
dealing with suppliers, competitors and customers,
handling confidential information and principles for
dealing with conflicts of interest.

COMPLIANCE GUIDELINES

Guidelines provide employees with specific guidance
about how they should conduct themselves in their
daily work. Thus, strictand detailed rules are in place
that apply to consulting, lobbying and sponsoring con-
tracts, to ensure integrity and transparency in these
sensitive areas. The guidelines Gifts and Invitations
ensure that neither the giving or accepting of gifts
nor the extending or accepting of invitations leads to
financial or reputational damage to the company or
its employees. The guidelines Anti-Corruption and
Conflicts of Interest contains detailed instructions
forbidding all forms of corruption, regulate business
partnerintegrity checksand provide help foravoiding or
resolving conflicts of interest. The guidelines on
anti-trust law set out concrete rules of conduct to
ensure fair competition and compliance with natio-
nal and international anti-trust laws. To prevent the
passing on or misuse of confidential, price-sensitive
information, a group-wide “Capital Market Compli-
ance” guideline was issued and corresponding clas-
sified units defined.

COMPLIANCE TRAINING

In 2011, executivesand membersof sta from key cor-
porate units attended a total of 120 training sessions
regarding the practical implementation of corporate
conduct guidelines in working life. The importance
and content of the Code of Conduct are systemati-
cally communicated to employees via the internal
communications channels. Between May and August
2012, some 14,000 or 80% of all employees completed
the mandatory e-learning course on compliance that
deals with anti-corruption rules, the acceptance of gifts
and handling confidential information. Furthermore,

some 300 executives and selected employees in key
positions took part in compliance workshops at the
Telekom Austria Group Business School. In the first
six months of 2012, the special compliance helpdesk
“ask.me” dealt with approximately 170 sta enquiries
on specific issues. The Telekom Austria Group plays an
active role in compliance initiatives such as “Netzwerk
Compliance” and the “Compliance Academy”.

CORPORATE SOCIAL
RESPONSIBILITY

The Telekom Austria Group has a clear vision: to be
the most innovative and e cient communication
company in Central and Eastern Europe. This vision
brings with it great responsibility — for 23 million
customers, more than 17,000 employees and for the
populations of the eight Central and East European
markets. This responsibility also shapes the Telekom
Austria Group’s CSR activities.

UNDERSTANDING OF SUSTAINABILITY
Responsibility for the Telekom Austria Group means
running the core business in away that generates the
maximum benefit for society and the company’s cus-
tomers and employees. As a state-of-the-art, interna-
tional communication company, the Telekom Austria
Group helps shape our contemporary knowledge-based
society. For the Telekom Austria Group companies
this means enabling as many people as possible to
participate in the knowledge-based society. Corporate
social responsibility activities are based on the triple
bottom line — people, planet, profit and the Telekom
Austria Group's four corporate values — Innovation,
Quiality, Diversity, Integrity & Responsibility.

GROUP-WIDE CSR MANAGEMENT

The Telekom Austria Group installed a group-wide,
integrated CSR management system as early as 2010.
CSR is strongly supported by the top management.
Group-wide CSR standards, defined CSR structures
and processes ensure continuous further develop-
mentin thisarea. Implementation of CSR strategy and
objectives is the responsibility of the local operating
companies. This approach enables the Group to act
sustainably and exploit the full potential o ered by the
Telekom Austria Group's diversity. Trainingmodules at
the Telekom Austria Group Business School promote a
comprehensive understanding of CSR throughout the
Group, while in-house events and campaigns cement
awareness of sustainability among Telekom Austria
Group employees.

TELEKOM AUSTRIA GROUP CSR STRUCTURE

The CSR structure of the Telekom Austria Group com-
prises three main elements: The CSR commissioning
body, the CSR Board and the CSR Team, which is active




throughout the Group. CSR is under the jurisdiction
of the CEO of the Telekom Austria Group, along with
the Group CFO. The CSR Board, an advisory body
comprising representatives from top management,
meets once a year and makes fundamental strategic
decisions aimed at steering sustainability within the
Group. At the same time, the CSR Board members
take responsibility for sustainability in their respec-
tive departments. The CSR team works across the
Group's operational footprint and is responsible for
local implementation in the individual countries.
Team meetings, which take place four times a year,
ensure a coordinated and concerted approach. The
decentralized structure makes it possible to define
thematic focuses and plan and implement CSR activi-
ties that take account of local needs. The CSR Team is
steered by experts in the Group, who are responsible for
developing the yearly CSR program, defining thematic
focuses, and carrying out evaluations. Involving the
Management Board ensures that CSR is incorporated
into the corporate strategy.

STAKEHOLDER MANAGEMENT

The Telekom Austria Group follows a policy of open
and transparent communication. Knowing the needs
and expectations of the most important stakeholder
groups, such as employees, shareholders, customers,
suppliersand opinion leaders isan important element
of the company’s success. The Telekom Austria Group,
therefore, actively incorporates the suggestions and
feedback received from its stakeholders into its strategy
process and translates them into appropriate meas-
ures. The individual departments seek and engage in
direct dialogue with the individual stakeholder groups
focusing on their specific interests.

INTERNATIONAL GUIDELINES

In accordance with the OECD guidelines for multi-
national corporations, the Telekom Austria Group
respects the political framework of the countries in
which it operates. All the individual operating com-
panies of the Telekom Austria Group respect human
rights and comply with the relevant national laws.
The UN Global Compact is the largest global initiative
to support human rights, corporate social responsi-
bility and sustainable development. The companies
that support the UN Global Compact commit them-
selves to voluntary compliance with specific ethical,
social and ecological principles. Within the Telekom
Austria Group, the Croatian operator Vipnet, Si.mobil
in Slovenia and Vip mobile in the Republic of Serbia
are members of the Global Compact network. Prepa-
rations are currently underway for the accession of
AlinAustria; the accession of the entire Group isalso
under consideration at the moment.

CORPORATE GOVERNANCE

The Telekom Austria Group committed itself to vol-
untary compliance with the Austrian Corporate Gover-
nance Code as early as 2003. As deviations from the
Code’s “C Rules” must be explained, the Telekom
Austria Group has made the following statement re-
garding Rules 28 and 28a: “Programs for the beneficial
transfer of shares, including the stipulated long-term
exercise hurdles, are decided upon by the Supervisory
Board to ensure that they are in line with the business
plan.” Atthe Annual General Meeting on May 27, 2010
aLong Term Incentive Program was introduced, which
replaced the previous stock option program ESOP as
of the 2010 financial year.

In accordance with Rule 62 of the Austrian Corporate
Governance Code, the Telekom Austria Group’s com-
pliance with the provisions of the Code is externally
evaluated every three years. The most recent eval-
uation, which was carried out by KPMG in early 2011,
discovered no facts that conflicted with the declaration
made by the Management Board and the Supervisory
Board regarding observance and compliance with the
“C”and “R” rules of the Austrian Corporate Governance
Code for the 2010 business year. The Telekom Austria
Group participates in the Austrian Working Group for
Corporate Governance and is involved in the further
development of the standard.

RISK MANAGEMENT AND

INTERNAL CONTROL SYSTEM

The Telekom Austria Group’s risk management system
enables group-wide structured identification, eval-
uation and management of risks on the basis of a
defined risk policy and strategic and operational
objectives. Its reliability and suitability is subject to
evaluation by external auditors pursuant to Rule 83
of the Corporate Governance Code, while the Audit
Committee monitorsitse ectiveness and that of the
internal control system. The latter is aimed at ensur-
ing the e ectiveness and profitability of the Group’s
business activities, the integrity and reliability of
financial reporting as well as compliance with the
relevant laws and regulations.

The Telekom Austria Group has also implemented a
group-wide Information Security Policy that governs
the use of confidential information such as custom-
er data, tra c data, content data, and business and
industrial secrets. This policy is supplemented by
country-specific guidelines at the local level. All Group
subsidiaries have appointed their own information se-
curity and data protection managers. Regular internal
and external auditsaswellassta trainingensure the
e ective implementation of this corporate policy. Al
is the only network operator in Austria to be certified

Memberships
Telekom Austria Group
* respACT

Mobiltel

* CSR Academy

« Bulgarian Red Cross

= Bulgarian Charities’ Aid
Foundation

= Bulgarian Donors’ Forum

= Bulgarian Business Leaders
Forum

Vip mobile

= Member of the UN Global
Compact

= Co-founder of the Business
Leaders Forum Serbia

Si.mobil

= Member of the UN Global
Compact

= Member of EMS Forum

= Founder of the independent
Sklad Si.voda Fund

« Member of the Green Network

(Fit media d.o.0.)

= Member of Umanotera (Slovenian

foundation for sustainable
development)

Vipnet
« Member of the UN Global
Compact
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according to the ISO 27.001 standard. The processes
laid down in this standard ensure the highest level
of data security within the company.

SUPPLY CHAIN MANAGEMENT

Inaddition to environmental procurement criteria, the
Purchasing Policy also lays down important safety and
sustainability standards. The environmental aspects
of the Purchasing Policy are adjusted to meet the local
requirements in the individual countries. Business re-
lationships are only maintained with environmentally
and socially responsible suppliers and in compliance
with local, national, European and international laws
and regulations. The following criteria are applied:
Environmental friendliness over the entire product
lifecycle, labeling and information obligations, op-
timized reusability of waste materials and energetic
recycling of end-of-life products, the sparing use of
material and energy, the ban on child labor.

Al in Austria requires all suppliers and their sub-
suppliers to comply with the standards laid down by
the International Labor Organisation (ILO). Using a
vendor rating system, Al subjects its most important
suppliers to an assessment based on a range of crite-
ria (environment, commercial and technical rating).
Random checks are also carried out at suppliers’ pre-
mises. Unethical or legally dubious incidents can be
reported via a whistleblower hotline or postbox. In
the Republic of Serbia, for example, Vip mobile has
formulated its own “Supplier Conduct Principles”and
“Suppliers’ Duty of Care”. In the area of procurement,
the Purchasing and Logistics departments collaborate
closely with the Environment department (e.g. with
regard to hybrid vehicles, eco-bags). A supply chain
strategy is currently being drawn up, which will cover
sustainability issues in the areas of purchasing and
logistics.

RESEARCH AND INNOVATION

The Telekom Austria Group’s innovation strategy aims
to develop new technologies and attractive applica-
tions that deliver added value to the customer and
safeguard the company‘s competitiveness. The highly
dynamic nature of the ICT evolution process makes it
essential for leading companies to engage in sound,
application-oriented research and development work.
The Telekom Austria Group maintains long-standing
partnerships with renowned universities and research
institutes. At the University of Vienna, for example,
the company has endowed a chair at the Institute of
Future Communication, which focuses on the question
of how high-performance communication systems
must be organized. The company also collaborates
with the Vienna University of Technology, the Chris-
tian Doppler Laboratory for Radio Technologies and

the Working Groups for Mobile Communication and
Broadband Communication as well as the Technical
University in Sofia. The company is also actively in-
volved in important projects at the Telecommuni-
cations Research Center Vienna (FTW). In addition,
the current partnership with Vodafone enables the
company to participate in global mobile communi-
cation development projects.

Expenses for Research and Development
at the Telekom Austria Group in EUR million

ICT AS AN ECONOMIC FACTOR

ICT and Internet infrastructures significantly a ect
acountry’seconomy, societal development and pros-
perity. Creating conditions that facilitate fast and
easy access to digital content is therefore crucial for
a nation’s further economic development. The inter-
national strategy consulting firm Booz & Company
examined the impact that ICT infrastructures are
having on a country'‘s economy as part of the study
“The Global Information Technology Report 2012:
Living in a Hyperconnected World™. A 10% higher
level of digitization in acountry results on average in
a per-capita GDP figure that is 0.6% higher, an unem-
ployment rate that is 0.8% lower, and a trend towards
innovation that is 6.4% higher.

The Global Information Technology Report 20122 by
the World Economic Forum (WEF) and the INSEAD
Business School assessed the necessary framework
conditions for making full-coverage ICT and Internet
infrastructures available and accessible to the pop-
ulation and business in 142 countries —a ordably,
rapidly and reliably. In a Europe-wide comparison,
Austriaranked 10th in this Network Readiness Index

Customer Structure of the Telekom Austria Group
in'000, as of Dec. 31, 2011

Austria — Mobile Communication 5271.2

Austria — Fixed Access Lines - 2,336.2
Bulgaria B -0
Bulgaria - Fixed Access Lines I 128.8

Croatia I 2080

Croatia — Fixed Access Lines I 1437

Belarus 4,620.4

2,855.2

Additional Markets*

N
N
©
3
B
©

Total Customer Numbers:

* Slovenia, Republic of Serbia, Republic of Macedonia, Liechtenstein



(NRI) by virtue of the extensive development and
expansion of network infrastructures and easy access
to digital media in the country. The WEF identified
weaknesses in the areas of e-government (33rd place)
and ICT vision (48th place). Unfavorable factors here
were the comparatively high levels of red tape when
startingabusinessand a high tax rate for entrepreneurs
and innovations in ICT-related companies.

Net Value Added of the

Telekom Austria Group 2011 according to GRI
in TEUR

Calculated on the basis of the Global Reporting
Initiative (GRI) G3 Guidelines for Indicator EC1

837,222

Payments for Employees

738,979

Investments

442,349
Payments to Investors
(Creditors and Shareholders)

Payments to Public Bodies

HIGH-PERFORMANCE NETWORK INFRASTRUCTURE
One focus of the Telekom Austria Group’s numerous
research and development activities is the further
technological development of network infrastructures.
To maintain the excellent quality of the networks,
investments were made in all markets in the year
under review. In Austria, for example, the expansion
of the fiber-optic network was continued in selected
areas and the mobile network was further improved
on the basis of Long-Term- Evolution Technology (LTE)
and by upgrading the existing HSPA+ base stations. In

1 “The Global Information Technology Report 2012:

Living in a Hyperconnected World”, Booz & Company 2012
2 “Global Information Technology Report 2012,
World Economic Forum”

Croatiaand Bulgaria, LTE was successfully tested, and
in Slovenia, the network infrastructure was upgraded
on the basis of HSPA+ technology.

— More information about the network infrastructure
can be found in the chapters “Customer Focused”
and “Safe”.

REGULATION

The Telekom Austria Group’s markets are all subject
to di erent regulatory systems. Due to their Euro-
pean Union (EU) and European Economic Area (EEA)
memberships, Austria, Slovenia, Bulgaria and Liech-
tenstein are subject to the regulation of these bodies.
EU regulations that are of relevance for the Telekom
Austria Group in these markets, influence roaming
tari sand termination charges between the individual
market players. Since the firstRoaming Regulation in
2007, price caps for outgoing and incoming calls have
been gradually lowered by 29% and 54% respectively.
In the same period, mobile termination charges in
almost all markets have been reduced by between
14% and 72%. The regulations currently in force are
continuingalong this path. The regulatory frameworks
in Croatia, Belarus, the Republic of Serbia and the
Republic of Macedoniaareatdi erentstages of deve-
lopment but are gradually being brought into line with
EU standards. Under these challenging conditions, a
clear focus on high-value customer segments and on
innovative and customer-oriented products, both in
the fixed netand mobile communications businesses,
are crucial for the success of the Telekom Austria
Group, for increased productivity and the constant
monitoring of cost structures.
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ON THE PATH TO DIGITAL MOBILITY
The digital society is fundamentally changing our
perception and understanding of mobility —and we
are still only on the threshold of this development.
Substituting video conferences for business trips,
learning at virtual universities or working from
home at the touch of a button is making it possible
to convert traffic flows into data flows, and shift
road traffic on to data highways. As a result,
telecommunications networks are becoming an
indispensible element of any kind of transport
infrastructure planning.

Thanks to e-government, e-shopping and e-learning,
many of the tasks we need to do on a daily basis
can be carried out quickly and conveniently
electronically. According to a study carried out
by Statistik Austria in 20101 one in two Austrians
already uses the Internet to deal with government
agencies. This not only eases the burden on public
services, italso helps reduce the volume of paper and
traffic. Forty-three percent of web-savvy Austrians
shop online, saving themselves the time and trouble
of going to a conventional shopping mall.

LOOKING AHEAD

= Standardize and extend the coverage
of key figures to measure the Group's
environmental performance

= Improve energy efficiency

* Expand the recycling program in the
Additional Markets segment

= Improve and expand the environmental
management systems

« Pilot projects to increase the use

of alternative energy sources

AT THE WORKPLACE AT THE TOUCH OF A BUTTON

“Data tra c instead of road tra c” is the motto of
Al's e orts to reduce transport and tra ¢ volumes.
According to figures released by the WWF Climate
Group, the use of teleworking and videoconferencing
could reduce annual emissions of CO2 in Austria by

1 Statistik Austria: ICT Usage in Households. 2010

2 REL-TELEWORK - Die Relevanz von Teleworking im aktuellen
Umfeld der veranderten Anforderungen an die 6sterreichische
Mobilitatsstruktur; Sammer G., Klementschitz R., Raich U.; 2010;
sponsored by the BMVIT

3 Independent Technology Research. Smart Grid Report, 2009.
Based on: UN Global Compact-Accenture CEO Study “A New Era
of Sustainability”, 2010

450,000 tons, the amount generated by 300,000 cars. In
2010, Al equipped the conference rooms at corporate
headquarters and at seven other locations with the
high-end video-conferencing solution “Telepresence”
that can be connected with video-conferencing
systems throughout the world. This virtual meeting
technology has proved extremely popular with sta

and has successfully reduced the need for business
trips. In 2011, Telepresence and videoconferencing
enabled Alto eliminate more than one third of its 8,000
one-day business trips—equivalent to 380 tons of CO2.

Teleworkingo ersahostof advantages. Among other
things, it helps reduce commuter flows and travel
times, eases the burden on transport infrastructure
and lowers demand for parking facilities and o ce
space by enablingworkerstoshareo ces. Employees
benefit from new working time models and greater
flexibility, which make it easier to combine work and
family life. However, the results of a recent study
carried out by the University of Natural Resources
and Life Sciences in Vienna2 show that teleworking is
not something that will take o by itself. Despite the
basically positive attitude of employers and employees,
only one in 50 workplaces in Austria can be considered
a genuine teleworkplace. If the potential o ered
by teleworking is to be fully exploited, the general
prerequisites for its implementation will have to be
improved. Thanks to cloud computing and mobile
teleworking the technical prerequisites are already
in place. According to the 2011 Al Social Impact Study,
oneinten Austriansalready stores information in the
data cloud — mostly for personal us.

WHEN MACHINES TALK TO MACHINES

What still sounds rather utopian today will be
perfectly normal in a couple of year’s time when
cars, electrical equipment and domestic appliances
such as refrigerators and electricity meters will be
connected to one another online and communicate
using SIM cards. Ultimately, this intelligent networking
of machines will have positive e ects in terms of
energy and transport e ciency, climate protection
and carbon footprints and will even help improve
road safety. Smart metering, the use of “intelligent”
electricity meters as the basis for e cient energy
management is just one of many potential areas of
application. Forecasts suggest that the market for
smart metering will reach USD 42 billion by 2014.3
Remote servicing of boilers, for example, will in future
enable the seamless transmission of maintenance and
repair data to the utility company's customer service
department, eliminating the need for unnecessary
travel. Remote automated weather stations can provide



datathat facilitates the automation and optimization
of irrigation, fertilization and the use of pesticides.
This permitsbothamoree cientuse of resourcesand
more ecologically sustainable farming with reduced
pesticide contamination. In the near future, every car
will probably be fitted with its own SIM card, which
will be fed with data. M2M (machine-to-machine)
technologies will contribute to improving road safety
and help reduce congestion. According to a Harbor
Research study, more than 500 million smart devices
were connected to one another in 20104. In August
2011, the Telekom Austria Group founded a separate
subsidiary to focus on the promising M2M business.
This subsidiary acts as the Group competence center
and seeks to generate M2M business internationally.

E-MOBILITY

Asone of the largest vehicle fleet operators in Austria,
Al seeks to consistently lower fuel consumption
and is therefore increasingly deploying vehicles
that use alternative drive technologies. The Al fleet
encompasses a total of 3,781 vehicles: in addition
to vehicles with conventional engines, the Al
fleet includes gas-powered, electrical and hybrid
vehicles, while electric bikes and scooters as well as
Segways are available for journeys around town. Eco-
driving courses raise employees’ awareness of fuel
e cientdriving and teach techniques to reduce fuel
consumption and thus lower CO2 emissions. Although
mileage rose by 3% in 2011 compared to the previous
year, CO2 emissions fell by 1.5%. Specific CO2 emission
factors for the entire vehicle fleet measured in g/km
improved by 1.3% in 2011 compared to the previous
year; compared to 2003 emission factors have fallen

4 Harbor Research Inc: Next Generation Platform Innovation in
M2M, White Paper, 2010/11

CO, Emissions in Austria in 2011

CO; emissions from :
heating energy consumption*** !

CO, emissions from business trips and fuels for emer-
gency generators (reported for the first time)***

The calculation of CO, emissions for 2011 was done using a new
method and with changed system limits.
When carrying out the new calculation, the figures for this year's CO;
emissions were rounded off.
The increase in CO; emissions - despite declining electricity
consumption — is attributable to the changed electricity mix.
*  Calculated according to figures from Labelling
** Calculation of the Federal Environment Agency —

Results of the Eco Balance 2011
*** Calculated according to the methods of the Climate Alliance

by 7%. In the Republic of Serbia, Vip mobile added
26 Toyota Prius hybrids to its vehicle fleet in 2011.
Mobiltel in Bulgaria and Si.mobil in Slovenia both
implemented “car-sharing tools” in their Intranets to
make it easier for sta to team up for travel to work
and on business trips.

As a member of the Austrian Mobile Power (AMP)
Platform, Al actively supports e-mobility by converting
telephone booths into electric car “filling stations”.
Since May 2010, the company has installed some 30
charging stations for e-vehicles throughout Austria
so that users of e-scooters and e-bikes can recharge
their vehicles when they are outand about. During the
currenttrial period, customers can use the service free
of charge. In November 2011, the project was awarded
the Austrian State Prize for Mobility in the category
“Intelligent E-Mobile”. Since 1999, Al has enabled

Telekom Austria Group Vehicle Fleet

,,,,,, 201 Change 2010
,,,,, S0 W 499t
L A484%s TSk 681213
_r12eses B 1042068
L o4st0 16k 48154
..1eosso S 103,968

19148 -1% 19,412

* The use of alternative fuels compared to 2010 increased due to the replacement of old vehicles with low-emission natural gas
vehicles. In addition, the increased use of alternative drive technologies at Vip mobile had a positive impact on the total fuel

balance.

** Al: Calculation by the Federal Environment Agency - Results of the Eco Bilance 2011; Mobiltel, velcom, Vipnet, Si.mobil, Vip mobile,
Vip operator: Calculated according to the method of the GHG Protocol (Greenhouse Gas Protocol Initiative).
Due to the new method of calculation, the calculation of emissions from the vehicle fleet includes the direct CO; equivalent
emissions. The previous year's figures from Al have therefore been adjusted.

Average Emission Factors * of the Vehicle Fleet in Austria

* Federal Environmental Agency — Results of the Eco Balance 2011

,,,,,, 2011 Change 2010
,,,,, os61 1% 0554
0.036 5.9% 0.034

Average CO, Emissions™* of the
Vehicle Fleet in Austria in g/km

2009

2010 183.1
2011 180.7

* The steady decline in the use of heavy
vehicles and light-duty trucks combined
with state-of-the-art engine technology
and the increased proportion of bio-fuels
in fossil fuels lead to a reduction of
specific emissions of greenhouse gases
per km.

187.3

Federal Environment Agency — Results of
the Eco Bilance 2011




Awards

Al

= Austrian State Prize for Mobility,
Ministry of Transport, Innovation
and Technology, BALLADE project

« Honored as a klima:aktiv partner
within the framework of the
klima:aktiv-mobil program

= Nomination for the TRIGOS 2011
award in the category "Society”
for the Al project "Mobile Phone
Recycling School Package”

Vip mobile
« "EcoProfit Novi Sad” 2011, award
given by the Mayor of Novi Sad

Vipnet

= Global Telecoms Business Award
for the introduction of green
technologies (for the hybrid base
station project)
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Development of CO, Emissions™* in Austria

(ntons) 2011Change 2010
fotal 86100 - 62891
_from electricity consumption 59800 - _ 37573
_from the vehicle fleet= 14,200 1.51% 13962
_from heating energy consumption 10600 - _ 10534

from business trips and fuels

for emergency generators

(reported for the first time) 1500 - n/a

Due to the new method of calculation and changed system limits,
itis not possible to reliably compare CO, emissions to those of
the previous year. This figure is not therefore reported sepa-
rately.When carrying out the new calculation, the figures for

this year’s CO, emissions were rounded off.

The increase in CO, emissions — despite declining electricity
consumption —is attributable to the changed electricity mix.

* Calculation of CO; emissions: from electricity consumption
according to figures from labeling, from the vehicle fleet
calculated by the Federal Environment Agency — Results of
the Eco Balance 2011 and from heating consumption
according to the methods of the Climate Alliance.

** Due to the new method of calculation, the calculation of
emissions from the vehicle fleet includes the direct CO,
equivalent emissions. The previous year's figures from Al
have therefore been adjusted.

those who prefer to use public transport to purchase
convenient paybox tickets via their mobile phone.
Since 2004 it has also been possible to purchase pay-
and-display parking tickets simply and conveniently
by mobile phone.

ENERGY EFFICIENCY AND

“GREEN TECHNOLOGIES”

The online generation is driving up demand for
new programs, mobile services and immediate
access to information via smartphone or tablet. The
resulting increase in data tra c leads to increased
energy consumption, presenting telecoms with new
challenges in terms of their ecological footprint. In
response, companies need to make adjustments in
a number of areas: optimizing their use of energy,
using alternative and renewable sources of energy,
introducing innovative methods of energy generation
and recovery aswell as green technologies that reduce
energy consumption.

EFFICIENT ENERGY USE

The Telekom Austria Group strives to increase energy
e ciency despite the steady growth in data tra c.
Energy e cienttechnologies and intelligent cooling
methods are targeted measures that are having a
positive impact on the company'’s energy balance.
A so-called hot-spot suction extraction system in
equipment rooms will save approximately 4,500
MWh of electricity each year, equivalent to the
annual power consumption of approximately 1,000
Austrian households, once ithas been rolled out across
Austria. To date, the technology has been installed at
146 sites and plans are being drawn up for a further
37. Unlike the system previously in use, where the
ambient air inside an IT facility is cooled, hot-spot
ventilation focuses on the heat source itself. Another
economically-e cientmethod of cooling currently in
useat Alisfree cooling, which uses outdoor air to lower
the temperature in equipmentrooms. Three quarters
of all mobile base stations are cooled using outdoor air.
The Al computer center at the Arsenal in Vienna and
housing centers in Vienna and Graz are cooled using
a cold aisle containment system, in which racks are
fitted with aluminum profiles and top and wall panels
tostrictly separate hotand cold air areas. This measure
enhancesthee ciency of cooling.

During the period under review, Vipnet in Croatia
equipped its data centers with new cooling systems
that have special energy saving mechanisms
and transformer stations with energy-efficient
transformers. The Croatian company also uses LED
lighting.

USE OF VIRTUALIZATION

AND NEW STORAGE TECHNOLOGIES

Virtualizing servers can save up to 4,000 MWh of
electricity a year, as the consistent replacement of
legacy systems with new technologies increases
system performance, reduces the amount of floor space
that is needed and lowers the energy consumption
of IT and cooling components. The use of smaller
2.5-inch hard drives not only enables the storage of

Consumption of Resources in Austria

* Total heating energy consumption declined due to the continuing replacement of existing systems by new and energy-efficient

technologies.

** The stated quantity of waste water refers to water consumption for sanitary facilities. The increase in water consumption is due to

aburst pipe at the Vienna Arsenal.




larger quantities of data but also led to a considerable
reduction of power consumption per stored gigabyte
by two thirds — saving another 500 MWh per year.

USE OF RENEWABLE ENERGIES

Alhas used climate-neutral electricity for years: Group
headquarters in Viennaand two large buildings in Graz
and Salzburg are fully powered by green energy. In
2011, 67% of the electricity purchased by Al came from
renewable energy sources, most of it from Austrian
hydroelectric power plants.

The 1,800 m2 Future Campus 22 at the Arsenal
Technology Center is home to Austria’s largest and
most innovative service center for Al customers.
Heat recovery and outdoor air cooling systems
are used to optimize energy e ciency, while the
photovoltaic system produces approximately 30,000
kWh of electricity per year. In Croatia, Vipnet also has
aphotovoltaic plant in its main building that generates
energy for internal use. In Belarus, the new velcom
Center, which was opened in February 2012, uses
the heat recovered from the data center to heat the
entire building, which in addition to the data center
also houses a flagship store and a service center. One
third of the total heating requirement of the velcom
Center, which provides 700 workplaces, is met by heat
generated at the data center.

In Austria, Al uses photovoltaic systems to power
mobile base stations and is testing vertical axis
wind turbines that do not have the usual propeller
blades. An energy management system developed
by Al for mobile base stations ensures the intelligent
use of GSM resources. During periods of low network
capacity utilization, resources that are not required
aretemporarily deactivated. Asaresult, CO2 emissions
can be reduced by 438 tons per year.

In Croatia, Vipnet powers more than 50 base stations
at least partly with solar and/or wind power. In 2011,
ittook Vipnetand the electrical engineering company
Konc¢ar only ten months to develop a hybrid power
supply system for mobile base stations. This has already
been taken into commercial operation at two sites with
a third to follow shortly. The modular component
system comprising photovoltaic technology, wind
turbines, energy-optimized container ventilation and
also fuel cells with hydrogen storage guarantees a
power supply that isalmost completely self-su  cient.
This environmentally-friendly power supply system
has proved particularly e ective in remote locations
in Croatiathataredi cultto provision.

SYSTEMATIC

ENVIRONMENTAL

MANAGEMENT

Environmental management systems have enabled
the Telekom Austria Group companies to carry
out, monitor and continuously improve their
environmental protection activities in agoal-oriented
manner for a number of years now. Thus in Austria,
the Al environmental management system has been
certified according to 1SO 14001 since 2004. Following
the merger of the fixed netand mobile communications
businesses, Al successfully rose to the challenge of
harmonizing the two segments’ environmental systems
in 2010/11. In Slovenia, Si.mobil is certified according
to 1SO 14001 and Vipnet in Croatia according to EMAS.
As part of the certification process, environmental
impactatall sitesis recorded and assessed, and where
necessary, appropriate measures taken. Compliance
with the requirements of the standard is verified each
year by an independent certification body.In 2009, Al
became the first company in Austria to have its energy
management system certified according to EN 1SO
50001. The main goals encompass measuring and

Telecommunications and Hazardous Waste in Austria

(ntons) .21 Change 2010
__Wood,woodpackaging .. 18505 ________.: ALraw 209.67
CCopperwire . 24510 . 622 . 261.35
__lron/sheet metalor scrapiron® . 26364 . 5299% . 17233
__Electronicwaste ... 82329 . __ 200% . 329.89
Plastics . 225 . 27201% . 6.05
__ Other waste material separated forrecycling sle6 . 016% 3161
Residual waste and bulk waste/commercial waste
__(@llwastewhich cannotbe separated and recycled) 37345 1258% 421.20
Total Telecommunications Waste 0.46% 1,438.10

Mobile communications waste generated in connection with the erection and dismantling of base stations is not included in the waste
balance. As this kind of waste is not produced by Al but by partners, it does not have to be reported separately pursuant to the Austri-
an Waste Management Act. There is a contractual agreement between Al and the partners regarding the proper disposal and recycling
of such waste.

Paper and cardboard is no longer included in the figures for telecommunications waste, but is classified as office waste. The figures for
the previous year have therefore been adjusted accordingly.

* The migration of the switching centers from OES to NGN Voice led to an increase in the volume of waste.
** Splicing waste generated during the laying of fiber optic cables led to an increase in the volume of plastic waste.

Partnerships and Memberships
Al

= klima:aktiv — Program partner

of the Austrian Ministry of Life's
climate protection initiative since
2005

Austrian Mobile Power - Member

of the Austrian corporate platform
for e-mobility since 2010

European Commission Codes of
Conduct - voluntary agreements
between the EU and companies
to improve the management of
energy resources in the ICT sector:
e.g. Code of Conduct on Data
Centres Energy Efficiency, Code of
Conduct on Energy Consumption
of Broadband Equipment

ETNO — Member of the European
Telecommunications Network

Operators’ Association since
1996, active participation in two
working groups: Working Group
for Sustainability, Working Group
for Energy Efficiency




Office Waste (Municipal
Waste Disposal) in Austria
in tons

2009 2,509.90
2010 3131.86
2011 3128.00
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monitoring energy consumption, setting clear and
quantifiable targets and implementing improvement
measures in all energy-relevant areas of the company.

MANAGING RESOURCES
RESPONSIBLY

The careful and economically sound use of resources
aswell as extensive recycling measures are important
elements of e ective environmental protection. The
spectrum of environmental protection activities at
the Telekom Austria Group ranges from targeted waste
avoidance and waste separation measures, energy
saving, environmentally-aware purchasing policies
and information campaigns for employees to the use
of products with the longest-possible lifecycles. The
subsidiaries of the Telekom Austria Group not only seek
to raise employee awareness about the responsible use
of resources, they also try to send the same message to
their customers in their respective markets.

Paper Consumption * 2011 in Austria in tons

451.51 (72.41%)
Other (flyers, bills, reports etc.)

172.07 (27.59%)
Printing and photocopy paper

* Marketing material is categorized as non-packaging material and
is not therefore included in the figures. The increase in online
billing led to a decline in paper consumption. Telephone directories
(4,054 .1 t) are notincluded in the figures for paper consumption, as
the volume cannot be controlled by Al.

REDUCING PAPER CONSUMPTION

In Austria, Al has saved approximately 48 tons, or 66 full
truckloads, of packaging material per year since 2008 by
packaging mobile phones in smaller cardboard boxes.
The company only uses recycled paper for printing
and photocopying and, in 2011, set itself the goal of
saving 20 tons of printing and photocopy paper within
one year by making more responsible use of paper, a
target that was more than exceeded as a total of 21
tons was saved. Two thirds of all Al bills in 2011 were
issued electronically, saving 46 million sheets of paper
and reducing CO2 emissions by 345 tons. Si.mobil, in
Slovenia, reduced paper consumption by two thirds by
introducing electronic workflows. One in four bills was
issued online, saving 23 tons of paper.

PROMOTING MOBILE PHONE RECYCLING

Although 40% of the material content of an end-of-life
mobile phone can be recovered and recycled, only
15% of all handsets in Austriaare currently returned.
For every mobile phone that is returned, Al donates
EUR 4 to the Austrian charity “Kinderh&nde”, which
teaches sign language to deaf children and their
parents. For each mobile phone that is returned to

Si.mobil in Slovenia, the company donates EUR 1 to
the environmental fund “Sklad Si.voda”, which seeks
to protect water by raising public awareness for the
importance of clean water. Special recycling containers
setup in o ce buildings, shops and at big events
should make iteven easier to return handsets in future.

INTERNAL INFORMATION CAMPAIGNS

OnMarch 31, 2012 all Telekom Austria Group companies
took part in Earth Hour 2012 — a worldwide event
organized by the WWF that promotes awareness of
climate change by encouraging people to switch o
non-essential lights for one hour. Asa member of the
WWEF Climate Group, Al participated in the energy-
saving initiative “Send your energy guzzler on holiday”
inwhich the WFF and the companies belonging to its
Climate Group 0 ered tips on how to save electricity
at the start of the 2012 winter half-term holiday. Since
2010, Al employees have been able to calculate and
analyze their personal carbon footprint using the quick
and convenient CO2 Monitor tool. Tips on how to save
resources help to lower CO2 emissions.

In Slovenia, Si.mobil raised awareness among sta
and customers for the careful use of energy under
the motto “You are Energy“(Energija Si) and also drew
attention to the use of alternative sources of energy
with a “Stop-Standby” campaign.

Inthe Republic of Serbia, Vip mobile's environmental
initiative “Eco Motivation“, which addresses sta and
customers in equal measure, campaigns to reduce
both water and energy consumption and encourages
the careful use of resources. In Slovenia, Si.mobil’s eco
fund “Sklad Si.voda”, erected awater processing plantin
2011. InBulgaria, Mobiltel awarded its traditional M-Tel
Grantto projects dedicated to preserving biodiversity
in the Bulgarian regions that had been hit by storms
and floods in 2012.




TOGETHER

The Telekom Austria Group profits from the
diversity of its employees and the rich cultures and
traditions of the eight countries in which it operates.
Cross-border cooperation and open exchange are
a key element of corporate culture. While this
diversity is both an opportunity and a valuable
strength in a dynamic competitive environment, it
also poses special challenges to human resources
management.

WORKFORCE STRUCTURE

Rapid technological change and strong competitive
pressure require increased e ciency and e ective
restructuring measures, which have to be reconciled
with aspects of employee development and motivation.
At year-end 2011, the Telekom Austria Group had an
employee headcount of 17,217, an increase of 4.3%
compared to the previous year. While the number
of employees in Austria declined by 4.4% to 9,292
due to the multi-year restructuring program, the
international subsidiaries reported an increase of
17% to 7,760 as a result of the acquisition of fixed net
operators in Bulgaria and Croatia. In Austria, almost
53% of the company'‘s workforce had civil servant
status.

DIVERSITY

Gender equality is also an intrinsic Telekom Austria
Group value. Thanks to the many initiatives taken
by the Telekom Austria Group in recent years, the
proportion of women in the total workforce has
stabilized at its current level of 38%. Yet in regional
terms, there are significant di erences. In Bulgaria,
for example, women account for 57% of the total
workforce and in the Republic of Serbia for 54%, in
Austria, however, for only 25%.

PROPORTION OF FEMALE EXECUTIVES

Two out of eight, or 25%, of shareholder representatives
on the Supervisory Board of Telekom Austria AG
are women. This is considerably higher than the
average quota within the ATX, the leading index in
the Vienna Stock Exchange. Including employee
representatives, the proportion of women on the
Supervisory Board is 17%. A further eight Supervisory
Board positions within the Telekom Austria Group
are held by women, as are five Management Board
and managing director positions. The proportion
of women in management positions at the Telekom
Austria Group in 2011 amounted to approximately 32%.
The Telekom Austria Group has voluntarily committed
togradually increasing the proportion of womeninall
Group companies to 35% by 2015.

PROMOTING WOMEN IN TECHNICAL PROFESSIONS
The Telekom Austria Group has putin place an array of
measures to increase the number of women workingin

technical professions. General diversity and thus also
gender equality are firmly integrated into the programs
of the Telekom Austria Group Business School that
was founded in 2010.

By participating in Daughters Day, Al opens up new
career prospects for girls by giving them an opportunity
to learn about technical professions before they choose
acareer. In 2011, more than 90 girls between the ages
of 11and 16 spent a day at the company learning about

by Country

as of Dec. 31, 2011

employment opportunities, careers and salaries. Al 9,292

o ersfemale executives a special module within the AUStr'a 777777777777

framework of its year-long New Manager Programthat 3 380

encourages the creation and expansion of women's ~ Bulgaria

networks. 1’144 ”””””
Croatia

— Forall those interested in Daughter's Day, avideo is 1 78 4 ””””””

available on www.youtube.com under "Al Tochtertag”.  pgejarus

EMPLOYEES WITH SPECIAL NEEDS gljzenia

In 2011, the Telekom Austria Group employed 315
members of sta in Austria with disabilities of more 889
than 50%. Twenty four disability liaisono cershave ~ePublicof Serbia
been appointed to deal with their special needsand 203

ensure that workplaces are suitable for disabled sta .

13

Liechtenstein

HUMAN RESOURCES
DEVELOPMENT

The Telekom Austria Group aims to position itself as
the most innovative and e cient communication
company in Central and Eastern Europe. Measures

LOOKING AHEAD

e Increase the proportion of female
executives in all Telekom Austria Group
companies to 35% by 2015

« Increase the percentage of female
employees at Al to 35% by 2016

= Conduct an annual group-wide employee
satisfaction survey starting in 2012

* Promote career opportunities within the
Telekom Austria Group

» Targeted measures to support young

managers throughout the

Telekom Austria Group

Number of Employees

Full-time equivalents (FTE)

Republic of Macedonia




Awards 2011

Si.mobil

= Best Employer in the Large
Company category (Golden Thread
Award)

« Respected Employer Certificate
(Ugledni delodajalec)

* Family-Friendly Company

in the field of human resources management and
employee development are clearly directed toward
achieving this goal across the borders of the individual
operating markets. In 2011, the Telekom Austria
Group invested approximately EUR 11.9 million
or EUR 691 per employee in further education and
professional training measures. The wide range of
corporate training programs reflects the diversity of

In mid July 2011, the Business School launched its
Group Young Potential Program with the aim of
networking experts from a range of disciplines and
o ering lectures, case studies and project work on
subjects such as corporate values, innovation in
telecommunications, CSR and diversity management.

For executives, the Telekom Austria Group Business

Certificate the company’s employees and markets. Inadditionto ~ School o ers a Leadership Academy at the group
technical training, the mainemphasis isuponfostering  level that teaches subjects such as the dynamics of
Vip mobile leadership and social skills. The local subsidiariesalso  interpersonal relationships, personnel management,

« Third place "Best Employer”
in the Large Company category

Vipnet

= "Employer Partner Certificate of
Excellence in Human Resources
Management” for the sixth time in

o er training courses of their own that complement
the central programso ered at the in-house Telekom
Austria Group Business School in Vienna. Vip mobile
in the Republic of Serbia, for example, has developed
a program for managers that focuses on corporate
culture, team building and sta motivation. In 2011,
Vipnet in Croatia also successfully o ered a series

strategy, decision-making and problem solving.
Group Talent Management, on the other hand, is a
modular program o ered by the Telekom Austria
Group Business School with the aim of supporting
the technical and personal development of executives
within the Telekom Austria Group. The program
includes strategy, leadership, innovation and cross-

succession of special team building events. In 2011, Si.mobil in  functional project work. The online learning platform
Slovenia revamped its talent management program  “TAG Business School 2.0” 0 ers modern, independent
Mobiltel and introduced a Key Potential program. and needs-based further training via diverse media

= Bulgarian Business Leaders
Forum: "Investor in Human Capital
and Working Conditions”

= Winner in the category "Social
Responsibility for Employees” of
the Pari Daily Award Initiative

« Award in the category
"Engagement Management” as
the ninth Award of the Bulgarian
Human Resources Management
and Development Association

Vip operator

= Best Employer in the category
Enterprises with more than 100
Employees

TELEKOM AUSTRIA GROUP BUSINESS SCHOOL —
CROSS-BORDER NETWORKING

Founded in 2010 for the top talents in the company,
the Telekom Austria Group Business School ensures
anactiveexchangeando erscross-border networking
opportunities, while providing a central platform to
learn new skills. High potentials can participate in
intercultural training courses; top managers learn
new approaches to leadership and fostering employee
loyalty, while experts can learn the basics of general
management. In 2011, some 680 employees from all
eight Telekom Austria Group countries completed a
wide range of courses and programs on 114 days of
training. More than 46 courses, training programs
and workshops meet the needs of all hierarchy
levels. Trainers and teachers include internal
specialists and managers as well as international
experts and professors from the Vienna University
of Economics and Business, the London Business
School and the renowned Business School INSEAD.

such as specialist articles, podcasts, videos and an
interactive online coaching corner. All employees
have access to a host of online learning materials on
strategy, leadership and management, communication
and personnel development.

FINDING AND PROMOTING TOMORROW'S EXPERTS
The Telekom Austria Group attaches high priority to
providing young talent with hands-on information
before they start their careers. In Austria, the “1A Career
atAl” scheme includes a graduate program for the best
university graduates, a trainee program for high school
leavers and an apprentice-training scheme. In the
2012/2013 training year, the company will be taking on
60 new apprentices; in 2011 there were 239 apprentices
in training at Al. In addition to excellent training in
the two future-oriented professions “information
and telecommunications technology” and “retail
sales sta with a focus on telecommunications”, Al
also o ers apprentices additional incentives such
as the chance to take the vocational matriculation

Personnel Structure of the Telekom Austria Group 2011

(as of Dec. 31, 2011) Average Age of Part-Time Percentage Percentage Percentage
Employees Employees of Female of Female of Local
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, (HC) __Employees (HC) ___Executives* _ Management*
Telekom AustriaGroup__ . 85 6% 88 8% 9TT%
CAustria . 424 %98 2w W 977%
_Bulgaria . 80 4 ST S6h 99.0%
Creatia . %0 2o A a0 97.8%
Belarus . %0 2r .. es s9% 98.6%
_Slovenia__ . %3 6 4% 8%k 976k
__RepublicofSerbia . sto ... 0 % A 93.8%
Republic of Macedonia 30.0 50% 43% 93.8%

* Management Board and the first four management levels, calculation based on headcounts (HC)
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exam, which entitles them to a place at university,
additional training courses and bonus payments for
outstanding performance. An apprenticeship starts
with six months of basic training at the Al apprentice
training centre in Vienna, followed by work experience
placements near the apprentice’s home and rounded
0 by attendance at vocational school. Vip mobile in
the Republic of Serbia, Mobiltel in Bulgaria, velcom
in Belarus, Vipnet in Croatia and Vip operator in the
Republic of Macedonia have their own programs to
find the brightest young talents.

SPECIFIC FURTHER TRAINING IN THE

TELEKOM AUSTRIA GROUP COUNTRIES

Al o ers experts in Austria further development
opportunities in ICT, marketing or sales, retraining
onthe job or sabbaticals to either take a career break or
pursue further education. The “Top Experts Program”,
which coveredareassuchase ectivecommunication
and human relations, innovation and change, and
high impact presentations, ended in 2011 after ten
months when the course participants were awarded
their certificates. Si.mobil in Slovenia is planning a
comprehensive local leadership program for 37 sta
members in 2012. High potentials will take part in a
personal mentoring program. In 2011, Si.mobil received
the Golden Thread award as the best employer in the
large company category. Vipnet in Croatia introduced
a mandatory leadership program for new managers
under the motto “Influential Leaders for Tomorrow”.
Two groups completed the program in 2011 and both
expressed a high level of satisfaction in their feedback.
Mobiltel in Bulgariaorganized an internal campaign to
inform its employees about career opportunities and
advertised training programs online and via internal
communication media.

VIGOR AND JUNIOR TALENTS

Vip mobile in the Republic of Serbia focused on the
long-term retention of key players with its Vigor
program, which targeted 71 managers and was aimed
atdeveloping 13 relevant leadership skills thatenhance
the working atmosphere and promote teamwork. The
program is based on the insights from a global Gallup
survey on employee motivation and commitment.
Young talents who go that famous “extra mile” have
been supported and rewarded since 2011 in the Junior
Talent Competition. At present, 27 young members of
sta aretaking partin the program, which consists of
four training modules.

ICHANGE

In 2011, Vipnet in Croatia introduced a new model
of organizational development in the form of its
iCHANGE program, which will promote and strengthen
core competencies and leadership skills as well as

organizational change. Three new talent development
programs, “Guru”, “Lead” and “Jump/Grow” support
experts and young managers in their development.

EMPLOYEE MOTIVATION

EMPLOYEES AS AMBASSADORS

FOR THE CORPORATE BRAND AND VALUES

In 2011, Alused members of sta to provide the leading
testimonials and serve as brand ambassadors in its
corporate campaign. The internal “film stars” provided
insight into their work at Al and showed how Al is
shaping Austria’s digital future.

Activities at Vip mobile in the Republic of Serbia
also focused on anchoring corporate values more
strongly within the company. The “Vip story project”
sought out those members of sta , who best and
most successfully represented the corporate values
of “excellence” and “flexibility”. “Vip color day” brought
employees together under the Vip mobile brand colors
and celebrated the brand values of fun and teamwork.

InBulgaria, Mobiltel's “Be a Part of the 2011 Engagement
Program” focuses on the values innovation, trustand
community. To promote trust in management, Mobiltel
initiated a series of measures for executives under the
heading “Club Manager”, which are designed toenhance
their management skills. Innovative thinking within
the company was promoted with the introduction
of the “Think Smart” program. Vip operator in the
Republic of Macedonia also helped employees who
work in locations far from company headquarters to
connect more deeply with their corporate values and
strengthen the shared corporate culture at two-day
training courses.

PROMOTING CULTURE THROUGH COMMUNICATION
The Telekom Austria Group subsidiaries, which operate
on eight local markets under their own brand names,
also share a strong common group culture that is
based on the core corporate values of the Telekom
Austria Group: innovation, quality, diversity and
integrity & responsibility. By relying on a multi-flow
of communication formats, internal communication
at the Telekom Austria Group succeeds in conveying
visions, values and strategies. At Group headquarters
in Vienna, the Management Board shares strategic
informationwithsta meetingsonaregularbasis. The
Group-wide Intranet “Groupnet” supplies important
information and daily news from the Telekom Austria
Group in English. Amonthly newsletter, e-mails from
the Management Board, the “TAG News"-e-mails
and the bimonthly online magazine “TAG Business”
keep employees abreast with the latest important
developments within the company.

Development of Personnel

Expenses of the

Telekom Austria Group

in EUR million

2009 788.0

2010 806.8
2011 805.0

Age Structure of the
Telekom Austria Group
Employees in 2011

in headcounts (HC)

16 to 19 years*
20 to 29 years
30 to 39 years
40 to 49 years

over 50 years

* incl. 239 apprentices

|28
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Once a year, the members of the Telekom Austria
Group Extended Management Board undertake an
internal roadshow to all eight subsidiaries, where
they pass on strategic information, discuss local
markets and answer questions, thus strengthening
ties between the local operating companies and the
Telekom Austria Group. The Telekom Austria Group
Annual Meeting, an annual and interactive event,
also brought together employees with strategic project
and leadership responsibilities in 2011. In addition to
strategy presentations by the Telekom Austria Group
Management Board, the program included panel
discussions, an internal conference with 24 di erent
topics and key notes by external speakers.

EMPLOYEE SATISFACTION
TAGISFACTION: RESULTS OF THE

GROUP-WIDE EMPLOYEE SURVEY

Almost 11,000 employees from all Telekom Austria
Group companies took part in the TAGisfaction
employee survey in 2012. With aresponse rate of 57%,
survey participants confirmed their job satisfaction
and pride in the company. The results put the Telekom
Austria Group well above the industry benchmark.

LIFE BALANCE -

RECONCILING WORK AND PRIVATE LIFE
Outstanding performance requires a working
environment that also encourages entrepreneurial
thinking and the sense of responsibility it generates. At
the Telekom Austria Group, flexible working schemes
and telework are just some of the instruments used
to help employees strike a balance between their
professional and personal lives, while still meeting
their performance targets. The Telekom Austria Group
subsidiaries support working parents with special
o ers and facilities — such as the nursery schools at
Mobiltel, Vip mobile and Vipnet. Al in Austriao ers
an innovative, free childcare service for children
between the ages of 3and 12 in the form of the Flying
Nannies. This service is available on school-free days
and during school holidays in early July and at the end
of August. In 2011, Si.mobil —which has been certified

asafamily-friendly company by the Ministry of Labor,
Familyand Social A airs—introduced childcare during
the holidays for primary school children. Parents
may spend up to four hours a month during working
time taking care of family matters, while a workshop
about “How to balance private and business life” o ers
additional suggestions.

INITIATIVES FOR HEALTH

The Telekom Austria Group hasawiderange of o ersto
promote the health and safety of its employees. The Al
health initiative “Fit on the Job” focuses on preventive
healthcare, and on mental and physical health. In 2011,
Mobiltel in Bulgaria held its second Health Day, which
encourages employees to adopt a healthier lifestyle. Vip
mobile employees and their family members can use
the healthcare services provided by the Health Center
New Belgrade situated on the company campus. Both
Mobiltel and Vipnet have their own gyms.

Occupational Health and Safety

Accidents Accidents Fatal Fatal Days Lost to Days Lost to

2011 2010 Accidents Accidents Accidents Accidents
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 010 2010 2011 2010
Telekom AustriaGroup B2 B o o 2063 1710
oA s s o ..o 209 1,266
__Mobileel S S o o a8l
Vipnet °o °o o o CLC 2917
veleom o o o .o o 0
_Stmobil s s o o 4 59
__Vipmobile .- 4 CHN o o f 4 T

Vip operator 0 0 0 0 0

* The car accident took place on the way to work.



CUSTOMER FOCUSED

COMMUNICATION AND SOCIETY

The days when smartphones were only for members
of the avant-garde are gone, the days of the classic
desktop PC are numbered. Nowadays, from morning
to night, we read, work, mail, surfand shop online.
We add a new Facebook post over breakfast, check
the first e-mails on the way to work, order the latest
bestseller while lazing on the couch before going
to bed and text a virtual goodnight kiss — that'’s
the story of our digital life. In the next few years,
modern technologies will once again revolutionize
the way we live and work, and play a decisive role
in advancing the digital society. As a result, cus-
tomer expectations are rising — people want safe,
fastand reliable Internet access 24/7 —and an ever-
increasing volume of data needs to be transported
and stored safely and made rapidly available.

CONVERGENT PRODUCTS

AND SERVICES

The keyword for the demands of today’s net-savvy cus-
tomers is convergence. They want high bandwidths and
guaranteed quality combined with maximum mobility
and flexibility. This means intelligently bundling the
best of fixed net and mobile communications — both
in terms of the usage and expansion of network infra-
structure, and the development of products and serv-
ices. The Telekom Austria Group recognized this trend
early on, and in 2011, after successfully having merged
its fixed netand mobile communications operations in
Austriaunder the motto “Everything from one source”,
changed its name to the umbrella brand Al. In the
highly developed Austrian market, the company’s
position as the sole integrated provider of convergent
product bundles gives it a USP. Based on the success
in Austria, the company is implementing this conver-
gence strategy in selected foreign markets in line with
local requirements. In Croatia, Vipnet provided the
basis for convergent products in 2011 when it bought
the cable network operator B.net. In the same year, Mo-
biltel in Bulgariaalso laid the foundations for greater
convergence with the acquisition of two fiber-optic
network providers.

In Austria, more than one million customers are
already enjoying the benefits of Al's convergent product
portfolio. With its special tari program “Combine and
Save”,Aliso eringboth newand existing customers
financial incentives to make greater use of product
bundles comprising fixed net and mobile telephony,
mobile and fixed net broadband Internetand TV. Cus-
tomers who already have fixed net Internet from Al
can now combine it with Al Smartphone tari sor Al

mobile broadband tari s, reducing the basic monthly
fee by up to EUR 20 per month.

A TABLET FOR BREAKFAST

Smartphones and tablets have further lowered the
entry barriers to the networked world and constitute
the building bricks of the next digital era. In March
2012 a study by the market research institute Gartner
predicted that the classic desktop PC would gradually
disappear. In 2011, Al presented the first comprehen-
sive study on tablet usage in Austria, which revealed
that one in ten Austrians already owns a tablet. Irre-
spective of age, more than 50% of those surveyed ex-
pressed an interestin tablets. The devices are regarded
as personal news providers —fulfilling the function of
adaily newspaper, radio, television and computer all
in one and people use them from the time they have
theirfirstco eeinthe morninguntilit'stimetogoto
bed. In addition to surfing the Web (82.8%) and reading
e-mails (78.1%), users manage their photos (66.5%),
read magazines and newspapers (58.9%), watch videos
(44.2%) and read books on them (42.6%).

LOOKING AHEAD

< Improve the quality of services in all
markets

= Intelligent, needs-oriented expansion of
network infrastructure

e Expand portfolio of innovative and

convergent products

THE FUTURE IN A CLOUD

In a trend study published in March 2012, the infor-
mation technology research and advisory company
Gartner predicted that virtualization will become a
pervasive phenomenon, and that by 2014 the cloud
will already have become the center of digital life. The
proliferation of high-speed data lines is also enabling
small and medium-sized enterprises to outsource an
increasing number of IT services to external cloud
computing service providers so that they no longer
have to maintain complex IT infrastructure and data
security themselves. Data in the “Al Austria Cloud”
is stored at Al's high-security data centers and, ac-
cording to a survey carried out by Al; it is precisely
this aspect that is important for three quarters of all
entrepreneurs. As a modular product, the “Al Austria
Cloud” o ers a wide range of options from data and
programs to virtual servers and back-up solutions.
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Awards 2011/12

Al

« German Prize for Online
Communication for the "Al
Support Community”

= Shortlisted for the Prize of the
German Public Relations
Association (DPRG) for
Kundiologie — "Happy to Help —
Simply the Best Service”

« Austrian Logistics Prize for 2011
awarded by the Logistics Network
for direct deliveries to technicians
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Mobiltel in Bulgaria followed suit in November 2011
with “Business Cloud”, a product that mainly focuses
on combining multiple e-mail accounts and calendar
functions. InJune 2011, Si.mobil in Slovenia launched
“PerfectO ce”,acomprehensive package thatincludes
customer service.

MOBILE, CASH-FREE PAYMENTS

AT THE SUPERMARKET

Cutting-edge technologies such as Near Field Com-
munication (NFC) are making convergent applica-
tions even more convenient. As a technology for the
safe transmission of data over short distances, NFC
supports the integration of chip card services into
mobile phones. To make a payment, either the phone
or the sticker is briefly held up against a specially
developed terminal. The transaction is confirmed by
SMSas soon as the payment has been made. In Austria,
payments of up to EUR 25 can be made using paybox
NFC® conveniently and without the need for cash or
aPIN code. In April 2012, Al launched paybox NFC®: a
pilot project was conducted in selected Merkur shops
and McDonald’s restaurants.

SERVICES FOR EDUCATION AND HEALTHCARE

For centuries, the interaction between man and
machine has been a hot topic of discussion in society.
How people deal with machines and technologies —
their experiences, their wishes, butalso their concerns
—are tremendously important for telecommunications
providers. Most of those who took part in the survey
carried out by the SORA Institute on behalf of the
Telekom Austria Group said the advantages of new
technologies outweighed the disadvantages, with
58% saying that technologies generated more benefits
than risks. New opportunities for future generations
(82%) and a better quality of life (77%) were the most
frequently cited advantages. The Telekom Austria
Group continuously develops new services and ap-
plications that make life easier and the Group and its
subsidiaries are already implementing a multitude
of projects in the areas of education and healthcare.
In Austria, the Al telemedicine data network (DaMe)
connects doctors, hospitals, laboratories and other
healthcare institutions in a separate and specially
protected network. In Bulgaria, a unique SMS service
from Mobiltel reminds patients of doctor’s appoint-
ments and vaccination dates and also displays test
results. In many countries, the Telekom Austria Group
subsidiaries are actively involved in media literacy
projects not only for children and young people, but
also for senior citizens.

— Further information is available in the chapter
Committed.

The “School Highway” o ersall Austrian educational
establishments a secure Internet access and features

geared to the target group of the institutions, such as
mailboxes for pupils and sta .

NETWORK EXPANSION

Increasing usage of Web 2.0 applications such as Face-
book, YouTube etc. and multi-mediaapplications (e.g.
video and audio streaming, HD television) are driving
thedramaticincreaseindatatra cintheconvergent
world. Leading communications providers such as
the Telekom Austria Group must therefore adapt and
develop their infrastructure with the foresight to make
it future-proof yet without ever losing the focus on
economice ciency. Here too, the key word is conver-
gence with the ultimate goal of optimally meeting the
dynamic demand for bandwidth.

INTELLIGENT BUNDLING OF INFRASTRUCTURE
The Telekom Austria Group is making a concerted
e orttoexpand its network by intelligently bundling
fixed net and mobile communications infrastruc-
tures. In 2011, the bulk of the investments totaling
approximately EUR 739 million were directed toward
network expansion. In Austria, Al began rolling out
the 4G mobile communication network (LTE Long
Term Evolution) with data transmission speeds of
up to 150 Mbit/s as early as October 2010. At the same
time, existing HSPA+ base stations are being upgraded
with dual-cell technology, enabling transmission rates
of up to 42 Mbit/s. Furthermore, data tra ¢ from
mobile base stations is now being transported via
Al's high-performance fiber-optic network, known
as the Giganet, which as the “backbone” of the fixed
net infrastructure is being constantly expanded. By
2013, approximately 4,000 mobile base stations will
be connected to the Giganet.

In addition to extensive investments in new infrastruc-
ture, thee ciency of existing networks is also being
optimized. The copper network, the predecessor of the
fiber optic network, still has a great deal of potential.
Since the end of the 1990s — when private households
began using modems to transmit data — the Telekom
Austria Group has achieved a thousandfold increase
in the transmission capacity of existing lines. Al in
Austria was the first network operator in the world
to significantly accelerate data transmission speeds
using Vectoring technology. Vectoring filters out “cros-
stalk”, a form of interference that occurs on parallel
lines, by using a signal to cancel noise, thus boosting
transmission speeds.

To close the digital gap between urban and rural areas,
Alisnotjust constantly expanding its network in large
conurbations. As broadband rollout in rural areas is
acomplex and expensive process compared to urban
areas, Al is testing alternative methods. In Lower
Austria an innovative technology known as nano-
trench was used for the first time, enabling a swift,




cost-e ective and environmentally-friendly network
rollout. Two mini empty conduits - into which fiber
optic cablesare later laid - are installed in ashallow slit
inthe road surface, eliminating the need for extensive
excavation work.

CUSTOMER SERVICE -

A FACTOR FOR SUCCESS

Customer service atall Telekom Austria Group compa-
nies focuses on developing long-term relationships, a
strong customer focusandono eringsimple, reliable
services. Since the middle of 2011, Al in Austria has
o ered Internet, mobile communications, fixed net
telephony, IT solutionsand TV under asingle umbrella
brand. Within just six months, a uniform brand pre-
sence for the portfolio of convergent products and ser-
vices was designed and implemented. These included
asingle service line, anew online portal, new billing
forms and customer letters as well as new uniforms for
the almost 1,400 Al technicians. The surge in customer
calls to the new, convergent service line following the
rebranding led to lower levels of customer satisfaction
in the second half of 2011, but a significant improve-
ment was registered by the end of the year.

Customer Service Telekom Austria Group 2011

Customer Contacts (in '000) 2011 2010
Austia 29703 30414
Bugara 6394 4210
Croatia .. 3368 . 3,806
CBelarus L. 649 7813
_Slovenia_ . lz4 1927
__Republicof Serbia______________ 1893 2742

Republic of Macedonia 961 876

The Al app “Mein Al” was specifically designed for
smartphones and is a self-care customer service so-
lution that allows customers to access detailed billing
information, manage and extend tari sand configure
their mailbox at the touch of a button. The new custom-
er service initiative “Al Support Community” was set
up with the goal of enabling users to share opinions,
ask questions and provide mutual assistance. On the AL
platform “www.alcommunity.net” customers who are
dedicated to helping other members of the community

provide assistance with the support of AL moderators.
In 2012, the “Al Support Community“ received the US
Lithy Award in the category “Best Superfan Story” and
the German Prize for Online Communication in the
category “Online Community”.

”KUNDIOLOGIE” —

”HAPPY TO HELP — SIMPLY THE BEST SERVICE”

In 2011, Al in Austria continued its “Kundiologie” or
“customerology” customer service program. With
a leadership excellence program for executives and
targeted change management for members of sta
and executives, the program will be a core element of
work at the convergent Al Customer Service depart-
ment in the next few years. As part of the program, all
280 managers in the Al Customer Service department
regularly spend several hours working at the side of
operational sta , where they have direct contact with
customers. By directly interacting with customers
and the sta who work on the service line, they are
able to identify customer wishes and take them into
consideration when making decisions.

The customer conferences, which began in January
2012 and continued in April 2012, provided valuable
insight into the needs of Al customers. In “tandem
discussions” representatives from a number of Al
business areas engaged in an open dialogue with Al
customers about customer expectations, processes and
procedures. These discussions, which led to improved
understanding and new problem-solving approaches,
were well received by the participants and will be
continued in fall 2012.

NEW LOGISTICS CONCEPTS

Convergent solutions and services also require smart,
new logistics concepts, above all for the management
and distribution of materials for access lines and for
servicing customers. Direct overnight deliveries to Al
service technicians ensure that Al service sta have
more time for their customers, enabling the company
to deploy its personnel resources better and more ef-
ficiently and work in amore environmentally-friendly
manner. Every day, some 1,500 customer service techni-
ciansare supplied with the material for the day’s work
and as they never have to travel more than 10 kilometers

Number of Customer Service Employees at the Telekom Austria Group 2011

Employees as full-

Republic of Republic of

time equivalents (FTE) Austria Bulgaria Croatia Belarus  Slovenia Serbia Macedonia

Number of
employees at shops 578 957

Number of

employees in the

service lines and

other departments

(technical customer

service etc.) 2,503 340
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to their next depot, the company has been able to cut
mileage by approximately one million kilometers and
CO2 by roughly 200 tons.

WEB 2.0 USABILITY

InBulgaria, Mobiltel devoted particular attention to the
topic of Web 2.0 usability in 2011: Barriers encountered
by customers using the online customer service were
identified and eliminated and the web-based self-
service area was given a new user-friendly design. In
a second step, Mobiltel focused on quality assurance
forend-devices and applications. Since the end of 2011,
Mobiltel has o ered customers a special hotline that
provides information about smartphones and tablets.
In Slovenia, Si.mobil is placing greater emphasis on
state-of-the-art communication with customers in
the Web 2.0 (e.g. e-chat, web discussions, but also Fa-
cebook and Twitter). Regular surveys are carried out to
measure customer satisfaction with the quality of the
services and where necessary improvements are made.

SPECIAL OFFERS FOR SPECIAL NEEDS

Al's “Read me Unlimited” tari for the deaf inclu-
des a special low-price tari  for SMS, which is one of
the most important mobile communication media
for the deaf. As part of its wide-ranging partnership
with the Austrian Blind Union (OBSV) Al provides
a directory enquiry service at local call rates under
the number 0810 001714 for the blind and severely
visually-impaired. The “Al B.FREE Social” prepaid
tari enables people with alow income to make calls
in all Austrian networks for EUR 0.167; the Austrian
Infrastructure Ministry pays a subsidy to provide 60
free minutes per month. For senior citizens, Alo ers
selected hardware, mobile phones with user-friendly
menus, larger displays and keys, improved legibility
and louder loudspeakers.

InSlovenia, Si.mobilo ersaSENIORtari .InCroatia,
Vipnet grants a special tari to some 1,300 deaf and
hearing-impaired people, while in the Republic of
Serbia, Vip mobile and the Union of the Blind of Serbia
have developed a special o er for the blind and par-
tially-sighted. InBulgaria, Mobiltel o ers people with
special needs 100 free SMS and 20 minutes of free
mobile calls throughout Bulgaria as well as a special
tari for fixed net telephony (EUR 1.5 per month),
unlimited calls to a number of their choice and 100
free minutes of calls into the Bulgarian fixed network.
Mobiltel o ersdeaf customers the choice of 2,000 free
minutes for domestic video calls or free SMS as well
as low-priced 3G handsets.

CONSUMER PROTECTION

The Telekom Austria Group and its subsidiaries engage
in a continuing exchange and dialogue with various
national and international consumer protection or-
ganizations. In Austria, these organizations include
the “Verein fur Konsumenteninformation” (VKI) —
the Austrian Association for Consumer Information,
the Austrian Federal Chamber of Labor (AK) and the
Federal Ministry of Labor, Social A airsand Consumer
Protection. In Bulgaria, Mobiltel is in constant contact
with the Customer Protection Commission. In Croatia,
Vipnet works with the Consumer Protection Council,
which deals with consumer complaints. Si.mobil main-
tains a continuous exchange with Slovenian consumer
protection organizations and works together with
them to seek transparent and innovative solutions for
consumers. Vip mobile in the Republic of Serbia also
regularly takes part in roundtable discussions and
meetings organized by Serbian consumer protection
organizations.




SAFE

INFORMATION SECURITY

AND DATA PROTECTION

INCREASING VOLUMES OF DATA REQUIRE

NEW CONCEPTS FOR DATA PROTECTION

It is scarcely imaginable today: the first personal
computer in the 1970s had 4 to 64 kilobytes (KB)
of RAM and the Internet was still in its infancy.
The World Wide Web became a mass phenomenon
in the middle of the 1990s. The volume of data
transmitted via the Internet worldwide amounted
to about 4 petabytes (PB) back then. In 2010, about
237 petabytes (PB) of data were transferred each
month on the mobile network alone. Global mobile
data traffic nearly tripled for the third time in a
row in 2010.

Our increasingly mobile and networked living
and working worlds have not only increased the
need for storage space; they also require wholly
new concepts for data protection. Smartphones,
notebooks and tablets have revolutionized the way
we work, and will continue to do so. According to
a CISCO estimate, more than 5.6 billion tablets and
smartphones will be in use by 2015. By then, they
will make up more than 87% of the mobile data
traffic worldwide. Platforms such as YouTube also
present completely new challenges to the (mobile)
data highway. According to Google, web users played
200 million videos per day in 2010. Videos alone will
be responsible for 66% of the overall mobile data
traffic in four years. This amounts to an increase of
35 times that of 2010 and the highest rate amongst
all mobile applications. According to projections,
788 million people will use only mobile Internet
by the year 2015. The average speed of a mobile
network connection doubled from 2009 to 2010
and will increase ten times over by 2015 according
to a CISCO estimatel.

FROM THE HARD DISK TO THE CLOUD

The enormous amounts of data need to be stored,
guaranteeing a high degree of security and availability.
With the increasingly widespread availability of high-
performance data transfer networks — both fixed
and mobile — outsourcing of IT services is gaining
in significance. “Cloud computing” has been one of
the most quoted buzz words for some time now: the
data is no longer stored on the user’s local computer,
but instead in a data center by a service provider. In
Austria, Al o ers attractive services “from the data

1 Cisco Visual Networking Index:
Global Mobile Data Traffic Forecast Update, 2010 — 2015

cloud” especially aimed at small and medium-sized
enterprises: thanks to the “Al Cloud Collaboration
Service”, users can centrally store features such as
email, calendars, contacts and tasks. The familiar
operating environment is maintained. With the “Al
Austria Cloud”, professional cloud services have been
made available to small and medium-sized enterprises
(SMEs) for the first time. What is particularly important
isthatall data is stored with aguarantee in the Al data
center in Austria. According to a survey conducted
by AL, this is a key criterion for three quarters of all
businesspeople in Austria.

GROUP-WIDE INFORMATION SECURITY

Data security isan important cornerstone of areliable
and secure IT infrastructure. The protection of
sensitive dataand systems as well asaverting potential
threats take top priority for the Telekom Austria Group.
Its “Information Security Policy” and the supplemental
“Information Security Standards” are valid group-
wide and are supplemented with country-specific
guidelines at the local level. All local subsidiaries of
the Telekom Austria Group have their own responsible
parties for information security and data protection.
Both Aland Vipnet subject their hosting service toan
annual ISO 27.001 audit, and the other Group companies
also conduct regular audits.

LOOKING AHEAD

= Maintain the highest standards of
information security and data protection
in all markets

= Continue information campaigns on
"Mobile Communication — Health and
Safety”

= Continued training programs to promote

the safe use of the Internet

A EUROPEAN PLAYER IN DIALOGUE

Asaleading communications company in Central and
EasternEurope, the Telekom AustriaGroupisin constant
dialogue with other European providers. Asamember
of GSMA, it supports the European “Privacy Initiative”
and develops concepts for improving the security
of fixed net and mobile communication networks
together with other providers. As a member of ETIS,
the “Global IT Association for Telecommunications”,




SUSTAINABILITY REPORT 2011/12

it engages in a regular exchange of information with
other European telecommunications companies. The
Croatian subsidiary Vipnet o ers cloud services that
could save lives during emergencies: thanks to an
easy-to-use web application, ships can be localized in
real time. The “Vip Boat Monitoring Service” received
the esteemed “Global Telecoms Business Innovation
Award”in 2011. Another service isacloud-based vehicle
monitoring service.

SECURITY THROUGH

NETWORK QUALITY

SECURE, HIGH-PERFORMANCE NETWORKS

The numerous new, user-friendly applications have
one thing in common: they continue to drive the
surge in data tra c. Multimedia applications such
asvideo and audio streaming, Internet downloads and
high-resolution television require a reliable network
infrastructure that functions flawlessly and securely
even during periods of peak demand. The Telekom
Austria Group relies upon a hybrid approach in Austria.
In mobile communication, the launch of LTE (Long
Term Evolution) technology has marked an important
step in the rollout of the 4G mobile network with
data transmission speeds of up to 150 Mbit/s. Existing
HSPA+ base stations are currently being upgraded
by Al on the basis of dual-cell technology to enable
transfer rates of up to 42 Mbit/s, even with an HSPA+
connection. By the end of 2012, LTE will be available to
all Austrian provincial capitals and other larger urban
areas. From the base station data tra c is further
transported via the Giganet, the high-performance
fiber optic network of Al. The majority of the base
stations will be connected to the Giganet by 2013.

BROADBAND PLAN FOR AUSTRIA

Data volumes carried over the Al network double every
1to 1.5 years posing unprecedented challenges, as
they require a high-performance infrastructure. Al
is successively expanding its fiber optic Giganet as
part of a comprehensive broadband plan. By the end
of 2011, nearly 2.2 million Austrian households and
business were connected to the Giganet of Al - which
corresponds to 50% coverage. This figure will rise to
2.75million households by 2015, accounting for nearly
two-thirds of all Austrian households and businesses.

THE BEST NETWORK QUALITY — CONFIRMED

In a comprehensive test of all mobile networks in
the German-speaking world conducted each year by
Europe’s largest telecommunications trade journal
“connect”, Al is the only network operator to receive
the best ranking “very good” for three years in a row.
Al also leads the pack of all tested operators in the
increasingly important segment of “smartphone data”.
The international subsidiaries of the Telekom Austria
Group also achieved comparable success. Vipnet in

Croatia was recognized as having the best network
quality in the country for the fifth time in a row by
“P3 communications”. Vipnet currently provides
nationwide network coverage of 99% via 2G/GSM,
of 99% via EDGE/UMTS and of 75% via HSPA. The
introduction of LTE in Croatia is currently being
prepared and tested; it is expected to take place in
2012, allowing download rates of up to 150 Mbit/s. The
network quality of Vip mobile in the Republic of Serbia
was also distinguished in 2011. Just four years after
commencing operations, the company’s best network
quality and data transfer speeds were confirmed by
the magazine “Connect Serbia” in cooperation with
P3 communications.

SUCCESS WITH NET CHECK

The ISO-certified Berlin institute Net Check attested
that the “completely redesigned” network of Si.mobil
provides the fastest data transfer speeds and the best
conditions for surfing the Internet; the 3G network of
the Bulgarian Mobiltel emerged from the Net Check
test as the fastest network in Bulgaria for the second
time inarow.

Net Check assessed the mobile networks in Austria for
the first time in 2011 and compared their performance.
Net Check isan internationally established company for
the creation and execution of measurement concepts
and results analyses, is certified according to TUV Nord
and 1SO and ensures an independent and objective
assessment of mobile communication networks. The
network test focused on highly frequented locations.
The tests were conducted in nine large cities in public
places, train stations, airports, convention centers and
in public transportation. Al took first place in all five
categories tested (download, upload, web browsing,
YouTube videos and voice telephony).

SAFETY THROUGH
COMMUNICATIONS TECHNOLOGIES
IN CRISIS SITUATIONS

The availability of a mobile communication network
can save lives in crises and critical situations. 75% of
emergencies in rural areas are reported using mobile
phones. With 99% network coverage, the mobile
network of Al is equipped to promptly alert rescue
services. Some 2.4 million emergency phone calls
are made through Al's mobile network each year. The
European emergency phone number 112 has achieved
the highest growth rates. The Europe-wide emergency
number is treated with priority on the network. It
can be reached in Austria from every mobile phone
even without a SIM card and without phone credit.
While skiing or on mountain hikes as well as during
emergency situations, the European emergency
number is often the only option for obtaining life-
saving help.



During emergencies and natural disasters, the Al
emergency container, a mobile transmitter with
an emergency power generator, provides mobile
connectivity via satellite. During disasters, the
container can be requested by the regional warning
centers via the Al crisis telephone. Al provides up to
120 emergency mobile telephones for rescue services
quickly, unbureaucratically and free of charge. Thuraya
satellite mobile telephones are used in extreme
situations. Large groups of people have to be able
to communicate simultaneously during mountain
rescues, the provision of aid during catastrophes
and when safety services are deployed. With A1 SMS
PRO, up to 3,000 members of an organization can
be reached within five minutes, with the greatest
degree of transmission security. All measures that are
used during crisis situations are regularly tested and
improved within the context of “Business Continuity”.

MOBILE COMMUNICATION

AND HEALTH

The more people use mobile phones and data
modems, the more datatra c increases, the greater
the number of mobile base stations that are required.
The “International Commission on Non-lonizing
Radiation Protection” (ICNIRP) has established
threshold values to protect against negative health
e ects arising from electromagnetic fields (EMF).
The World Health Organization (WHO), the European
Union as well as numerous committees of experts
rely upon the threshold values of the ICNIRP; they
are also valid in Austria. In order to ensure that the
valid limit values are complied with, the Austrian
Telecommunications Authority regularly monitors and
measures the exposure to radiofrequency radiation
arising from mobile applications and from mobile base
stations. The limit values recommended by the WHO
are often well undercut in Austria. On the average,
radiation exposure due to UMTS is, for instance, 11,700
times lower than the limit value.

THE EMF TEAM IN DIALOGUE

With increasing data tra c, further expansion of
mobile communication networks is unavoidable.
The relationship between electromagnetic fields
(EMF) generated by mobile communication and
health continues to be a frequently discussed topic
in public and in the media. The EMF team at Al takes
the associated concerns and fears seriously. It provides
information on mobile communication, safety and
health, engages in a regular exchange with the local
authorities and conducts free measurements. Intensive
communication contributes to clarifying mobile
communication issues and ensures that the network
is expanded with as little conflict as possible. Vip
mobile in the Republic of Serbia also conducts regular
measurements when constructing and expanding its

network infrastructure and is committed to active
cooperation with the local authorities. In the Republic
of Macedonia, the three telecommunications providers
operating on the market signed an “EMF memorandum”
in 2011 to regulate their joint activities.

GROUP-WIDE EMF POLICY

With its group-wide EMF policy, the Telekom
Austria Group ensures that all subsidiaries comply
with the health and safety guidelines concerning
electromagnetic fields. The EMF policy comprises
various areas such as infrastructure (base stations,
mobile telephones), various stakeholders (employees,
partners, suppliers and customers) as well as
internal company processes. The Group EMF Board
isresponsible for strategic orientation, while the EMF
teams within the Group implement the strategy in the
individual countries. Si.mobil isamember of the EMS*
forum (Forum on Electromagnetic Radiation) and
organizes measuring campaigns upon request from
local communities as a member of INIS (Institute for
Non-lonizing Fields).

USING THE INTERNET SAFELY
Competent use of the Internet is a basic requirement
for participating in today’s knowledge-based society.
Thisiswhy Al has launched the Austria-wide initiative
“AlInternet for All”. Alongside free Internet workshops
for children, young people, adults and seniors at the
“Al Internet for All Campus” in Vienna, Alalsoo ers
training programs on the premises of the NGO partner
institutes and on a training bus that tours Austria. In
specially developed workshops, participants acquire
the abilities they need in order to be able to actively
and safely participate in social life in the digital era.
The Slovenian volunteer initiative Simbioz@ “e-literate
Slovenia”, which Si.mobil participated in, taught
Internet rookies of the older generation how to use
and handle the Internet in a safe manner.

— You can find more information about “Al Internet
for All” in the section “Committed”

”INTERNET SURFING LICENSE”

AND ”MY CHILD ON THE INTERNET”

Within the framework of “Al Internet for All”, Al has
also strengthened its yearlong collaboration with
“Saferinternet.at” — a platform dedicated to the safe
use of new media, with which the company has closely
cooperated since 2006. Together with “Saferinternet.
at”, Al o ers free Internet training about safety
issues as part of the initiative. This gives children
the opportunity of conducting a “Facebook check” or
acquiring an “Internet Surfing License”. Thus, they
can learn basic skills in a playful manner to be able to
safely navigate the Internet: “Internet Basics - Browser,
Email, Google & Co.”, “First Think—Then Click”, “Social
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Web — Privacy and Safety” and “Cyberbullying — Your
Own Responsibility on the Internet” number amongst
the topics. There are also weekly safety specials for
adults with tips from legal experts regarding online
transactions and legal downloads or the safe use of
Facebook, Twitter & co. In the workshop “My Child
on the Internet”, parents learn more about the digital
world of their children and how they can protect them
against risks—from inappropriate content, to cost traps,
to excessive use of the web. The Al Internet Guide,
whichisdistributed in Austrian schools, also includes
safety tips for children and young people as well as for
adults. The brochure “ORTO responsible parents” from
Si.mobil is a guide for parents who want to educate
their children about the safe and competent use of the
Internet and mobile phones.

COST CONTROL FOR CHILDREN AND YOUNG PEOPLE
In contrast to many adults, the “digital natives”, the
children and young people of today, perceive mobile
phones and the Internet as an inherent component of
theireveryday lives. They o erahuge range of services
and entertainment beyond telephony and information:
surfing the Internet, listening to music, taking and
sending photographs, sending text messages and much
more. However, itis important to keep the costs under
control. For purposes of safety and cost control, ALo ers
a free block of premium rate numbers (including text
messages). If the regular bill is significantly exceeded,
young users will receive a warning text and if the bill
goes far beyond the limit, the contract will be suspended
for their own protection. Vipnet also informs young
people if they significantly exceed their average mobile
telephone costs.




COMMITTED

ACTIVELY SHAPING THE
KNOWLEDGE SOCIETY

The role of knowledge has changed dramatically
inrecentyears. The abilities and skills that played
a key role in the industrial age are becoming less
and less important in the knowledge society.
The winners in tomorrow’s increasingly digital
world will be those who are able to filter, sort and
process an ever-rising flood of information - and
can handle this massive volume of data properly.
Against this backdrop, Internet literacy skills are
increasingly emerging as key competencies for
effective participation in all spheres of social and
economic life.

State-of-the-art information and communication
technologies offer a host of opportunities. They
provide swift and easy access to education,
knowledge and information. In the digital world,
goods, know-how and services can be sold or
purchased irrespective of time or location. The
Internet also has political relevance; it enables
individuals to participate in democratic processes
and to seek majorities while also giving minorities
avoice.

On the one hand, certain technical requirements
need to be met to access the possibilities offered
by Web 2.0; and on the other, special know-how is
essential to be able to use the new media in a safe
and competent manner. According to the Austrian
Internet Monitor, 5.7 million people in Austria,
or 80% of the population, use the Internet. This
means that one in five people is still excluded from
the digital world. The most recent study of the
digital society conducted by the market and opinion
research company TNS Infratest on behalf of the D21
initiative in December 2011 goes into greater depth
and identifies different patterns of Internet usage.
A mere 38% of the German population is able to
use the netand digital media with confidence. The
majority of the German population (62%) can still be
categorized as “digital outsiders”, “casual users” and
“business users” and is therefore not yet part of the
digital society. A study of Austriawould very likely
produce similar results: According to the ITU Report
(Measuring the Information Society 2010), Austria
currently ranks 37th in terms of media literacy.

MEDIA LITERACY AS A KEY QUALIFICATION

The Telekom Austria Group is keen to help each and
every individual seize the opportunities for education,
democratic participation and exchange o ered by
the digital media, irrespective of their age, gender,

social, regional, cultural or ethnic background.
Besides, providing technical access to the new breed
of digital media is the company’s core business. In
Austria and in many parts of Central and Eastern
Europe, the communication infrastructure of the
Telekom Austria Group constitutes the backbone of
the knowledge-based society. However, tapping the full
potential of the Internetasadriver of change in society
requires appropriate media literacy skills in addition
to technical access capabilities. The Telekom Austria
Group uses special initiatives to promote equal access
to information, knowledge and education, helping
people of all agesand at di erent stages of their lives
to familiarize themselves with the World Wide Web.

LOOKING AHEAD

= Continue initiatives to promote equality
of opportunity to participate in the
modern information and
knowledge-based society

« Expand media literacy projects in
additional Telekom Austria Group
markets

= Promote international exchange regarding

media skills and educational projects

within the Group

”ALl INTERNET FOR ALL” — EQUITABLE ACCESS TO
INFORMATION, EDUCATION AND KNOWLEDGE
Infall 2011, Al—the Telekom Austria Group’s domestic
subsidiary - launched “Al Internet for All” in Austria.
This social and educational initiative promotes
participation in the modern information and
knowledge-based networked society by facilitating
access to the digital world for people, who have been
excluded from itso far, while teaching them the skills
they need to use these new technologies. In addition
to providing technical equipment, the initiative
also o ers free Internet training programs that are
geared to the particular needs of adults, children
and adolescents. From apprentices to members of
the management board, Al employees play a key role
in “Al Internet for All”. By contributing their ideas,
they actively help to design the training program and
also share their hands-on expertise and experience at
Internet workshops.

These workshops are held at the “Al Internet for All
Campus”, which was opened in October 2011 in Vienna’s
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second district, as well as on the premises of the NGO
partner institutes and on the training bus that tours
Austria. A further permanent training location was
opened in June 2012 at the Al shop in the center of
Klagenfurt. Within the first 10 months, a total of
1,100 workshops had been held and more than 15,800
participants trained within the framework of this
initiative. More than 350 Al employees have taken
part in one way or another. The training bus takes to
the road eight weeks ayear to provide training courses
to some 4,000 people in 40 di erent locations across
Austria.

- http://alinternetfuralle.at

OTHER MEDIA LITERACY INITIATIVES IN

THE TELEKOM AUSTRIA GROUP COUNTRIES

The Telekom Austria Group promotes the responsible
use of new information technologies in all its markets.
In Bulgaria, Mobiltel has been advising children and
their parents about safe surfing in cyberspace within
the framework of the “Safe Internet initiative” since
2008. In 2011, Mobiltel supported the National Centre
for Safe Internet with a campaign that specifically
targeted young people. In Slovenia, Si.mobil joined the
largest voluntary initiative in the country, “Simbioz@
e-literate Slovenia”, which teaches the older generation
basic computer skills. In October 2011, 2,400 young
volunteers explained the Internet to 5,700 “silver
surfers” at 230 locations. The partnership between
Si.mobil and the Slovenian NGO SAFE.SI focuses on
promoting the safe use of the Internet by children. In
the Republic of Serbia, Vip mobile and the Children’s
Cultural Center in Belgrade o er monthly training
courses that promote Internet safety and literacy skills.
Tomark international “Girls in ICT Day” the company
played host to female high school students. In addition,
Vip mobile donated ICT equipment to primary schools.
In Austria, Al has been organizing the event series
“Roundabout Kids” that addresses the lives of today‘s
young generation and their (digital) future since 2003.
Theaim of this series of live discussions, which takes
place once or twice a year, is to provide experts, the
business community, educators, interest groups and
parents with a platform to exchange ideas.

DISCUSSION FORUMS FOR

THE KNOWLEDGE SOCIETY

Since 2001 the Telekom Austria Group has organized the
discussion forum “future.talk*, which brings together
outstanding personalities from the worlds of industry,
technology and science and provides a platform for
discussion and debate with an international audience
aimed at developing joint ideas and visions. At the
2011 “future.talk”, Sir Tim Berners-Lee, the inventor
of the World Wide Web, thrilled 700 listeners who
came to hear him in a compelling discussion with
open government expert Anke Domscheit-Berg, war

reporter Antonia Rados and media law expert Viktor
Mayer-Schénberger on the subject of the “World Wild
Web —Who Rules the Internet Society?”. In particular,
Berners-Lee spoke out in favor of a free and open
Internet. In 2012 Director of Google Ideas, Jared Cohen,
Political Activist Eli Pariser, and Philosopher Slavoj
Zizek discussed issues linked to how the Internet has
shaped our thinking.

With the “twenty.twenty —exploring the future” event
series, Al and its partner The Gap look to the future:
Since September 2010, experts, tech-savvy users and
early adopters have been exploring potential future
scenarios for living and working with new technologies
in social networks and in a mobile world. The tenth
eventin this serieswas held in June 2012 and focused
on “Information.Knowledge Value”. In his keynote
address, the philosopher Klaus Neundlinger developed
a utopian image of work: In future, knowledge-based
clusters on specific topics will be formed that are
able to e ciently solve specific tasks and generate
an economic benefit. In 2011, the debate took place
under the heading “Greenovate! Entrepreneurship goes
green” and focused on the contribution that technical
innovations and green entrepreneurship can make to
improving the global climate.

- http://www.twentytwenty.at

The Telekom Austria Group engages in aregular debate
with the scientific community, regarding approaches
and ideas in relation to the knowledge society and
media literacy skills within the framework of the Hedy
Lamarr Lectures. The company has been organizing
this event together with the Austrian Academy of
Sciences and Medienhaus Wien since 2010. In 2011,
guest speakers included the doyen of US journalism
research and Pulitzer Prize winner, Phil Meyer, and
the US sociologist and economist Saskia Sassen. In
2012, distinguished experts such as Sree Sreenivasan,
Professor of Digital Media at the Columbia School of
Journalism, and Miriam Meckel from the University of
St. Gallen, discussed social networks and their impact
on social communication.

SUPPORT FOR YOUNG PEOPLE

Education and life-long learning are the keys to success
intoday's information and knowledge-based society.
The Telekom Austria Group supports initiatives to
encourage children’s thirst for knowledge so that
children and young people learn how to unfold their
full potential with enthusiasm and courage.

For ten years now, children between the ages of 7 and
12 have been spending the summer doing research at
the University of Vienna’s Kinderuni. What began as
a small project organized by the Children’s O ce of
the University of Vienna has become a fixed date in






WE SAID, WE DID.

VALUE ORIENTED

LOCAL IMPLEMENTATION OF THE CSR STRUCTURES - Implementation of the CSR structures completed (A1, Vipnet, Si.mobil, Vip operator) or in
IN ALL TELEKOM AUSTRIA GROUP COMPANIES AND planning (Mobiltel, velcom, Vip mobile)

A LOCAL BOARD MEETING BY DECEMBER 31, 2011

EXPANSION OF THE GROUP-WIDE COMPLIANCE - Comprehensive restructuringand modernization of the Compliance Management system
ORGANIZATION = Broadening of the Code of Conduct
- Establishment of the Compliance Helpdesk “ask.me”

GROUP-WIDE IMPLEMENTATION OF AND TRAINING = In 2011, executives and members of sta from key corporate units attended 120 training

IN THE TIGHTER COMPLIANCE POLICY BY DECEMBER sessions

31,2011 - The mandatory Compliance e-learning tool for all Telekom Austria Group employees was
rolled out in 2012

INTRODUCTION OF A STRUCTURED GROUP-WIDE = Acomprehensive risk assessment was carried out
COMPLIANCE RISK ASSESSMENT

VALUE-ENHANCING GROWTH, CONVERGENCE - Theacquisition of B.net in Croatia and two fiber optic network operators in Bulgaria laid
OF FIXED NET AND MOBILE COMMUNICATION IN the foundation for convergence in Bulgaria and Croatia

AUSTRIA AND SELECTED INTERNATIONAL MARKETS  « Increase in the number of fixed access lines through attractive product bundles in Austria
AND CONSOLIDATION IN EXISTING MARKETS Merger of fixed net and mobile communication activities in Austria

CLIMATE FRIENDLY

ROLLOUT AND FURTHER DEVELOPMENT OF = Increased use of the group-wide telepresence and video-conferencing systems
INNOVATIVE AND ENVIRONMENTALLY-FRIENDLY Establishment of a subsidiary for the M2M business

INFORMATION AND COMMUNICATION

TECHNOLOGIES

EXPANSION OF ENVIRONMENTAL STRUCTURES

Motivation and involvement of employees in environmental and climate protection

AT TELEKOM AUSTRIA GROUP COMPANIES BY activities: Campaigns to promote the use of video-conferencing and e-bikes, group-wide

DECEMBER 2013 participation in Earth Hour, the WWEF initiative to save electricity, (Al),the information
campaign “You are Energy” (Si.mobil), the environmental initiative “Eco Motivation” (Vip
mobile)

= All Alemployees have free access to the CO2 Monitor to calculate their CO2 footprint

IMPROVE ENERGY EFFICIENCY - Ongoing optimization of equipment and facilities
- Use of free cooling and hot spot suction extraction in equipment rooms (Al), use of
energy-e cient transformers (Vipnet)
= Group headquarters in Vienna and two buildings in Graz and Salzburg are fully powered
by green energy
- Photovoltaic systems are in use at Al, Vipnet and velcom
- Internal information campaigns to encourage the responsible use of energy

BEST PRACTICE SHARING FOR THE USE OF - Regular exchange of information about new projects within the Telekom Austria Group:
ALTERNATIVE ENERGY SOURCES intelligent GSM resource management at mobile base stations (A1), hybrid base stations
(Vipnet)

- Implementation of the SETDAT project: Development of air-conditioning and cooling
solutions (Al)

REDUCE CO, EMISSIONS GENERATED BY BUSINESS  « Increased use of telepresence and videoconferencing
TRIPS TO SAVE 3,000 TONS BY DECEMBER 2012 = Increased use of public transport instead of cars (Al Travel Policy)
- Direct overnight deliveries (A1)
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TOGETHER
ROLL OUT THE CSR EDUCATION PROGRAM WITHIN
THE TELEKOM AUSTRIA GROUP STARTING IN
OCTOBER 2011

INCREASE THE PROPORTION OF FEMALE
EXECUTIVES IN ALL TELEKOM AUSTRIA GROUP
COMPANIES TO 35% BY 2015

PROMOTE CAREER OPPORTUNITIES
WITHIN THE GROUP

CONTINUE ESTABLISHING EMPLOYEE FEEDBACK
INSTRUMENTS WITHIN THE GROUP

= CSR training modules at the Telekom Austria Group Business School since fall 2011

= Promote women in technical professions

= Cross-border networking through the Telekom Austria Group Business School

= Increased use of personal development plans

- Partnershipsbetween the Telekom AustriaGroup Business School and the Vienna University of
Economics and Business, the London Business School and the INSEAD Business School

= Group-wide employee satisfaction survey

- Networking and exchange using English-language, group-wide communication formats

CUSTOMER FOCUSED

INTRODUCE AND ESTABLISH THE NEW A1 BRAND
IN AUSTRIA, WHICH COMBINES MOBILE
COMMUNICATION AND FIXED NET

OFFER CONVERGENT PRODUCTS AND SERVICES
FROM ONE SOURCE

FURTHER DEVELOP INDIVIDUAL SERVICE CONCEPTS

- Harmonization of the market presence under the umbrella brand Al

- Convergent service line (Al)

- Convergent product bundles (A1)

- Implementation of the convergence strategy in Bulgariaand Croatia based on the success

in Austria but in line with local requirements
- Development of “convergent” sales teams (A1)

- Customer conferences (Al) inJanuary and April 2012

- Regular deployment of executives at the customer touch points (Al) self-care customer

care service solution “Mein A1” for smartphones (Al)

- Customer service initiative “Al Support Community” (Al)

SAFE
CREATE A CENTRAL POINT OF CONTACT AT A1 FOR
DATAPROTECTION ENQUIRIES BY THE END OF 2012

CONTINUE TO PROMOTE AND INITIATE PROJECTS
THAT HELP CHILDREN AND YOUNG PEOPLE USE
DIGITAL MEDIA SAFELY

- Central contact point established in 2011 (A1)

= Brochures to promote the safe use of the Internet: “Handyguide” (A1), “Orto —Responsible

Parents” (Si.mobil)

= Special training programs for children: “Facebook Check”, “InternetSurfSchein” (A1) and

older newcomers to the Internet (Si.mobil)

COMMITTED
ADAPT AND ROLL OUT A SPONSORSHIP MASTER
PLAN AND HOSPITALITY GUIDELINES

PROMOTE MEDIA LITERACY SKILLS:
IMPLEMENTATION OF THE AUSTRIAN SOCIAL AND
EDUCATIONAL INITIATIVE “Al INTERNET FOR ALL”
IN FALL 2011

HELP CHILDREN, YOUNG PEOPLE AND SENIOR
CITIZENS MAKE PROFICIENT USE OF THE DIGITAL
MEDIA

- Guidelines for management consulting, lobbying and sponsoring contracts, as well as

gifts and invitations

« Realization of measures within the framework of the social and educational initiative “Al
Internet for All”: Campus in Vienna, training location in Klagenfurt, training bus that

tours Austria for 8 weeks of the year visiting 40 locations

- Partnerships with “Saferinternet.at” (Al),”"SAFE.SI” (Si.mobil), “Safe Internet” (Mobiltel)

= Support for the voluntary initiative “Simbioz@ e-literate Slovenia” (Si.mobil)
- Continuation of discussion series such as ROUNDABOUT KIDS (A1)

- Al Shop initiative: Seniors advise Seniors (A1)

/.



GRI CONTENT TABLE

AR = Annual Report 2011
Reported in full @
Largely reported O
Partially reported O
Not relevant W

Strategy and Analysis

11 Statement from the most senior decision maker 18 f. B Foreword by the Management Board; AR p. 16 f.
12 Keyrisks and opportunities 20f,35f, W Goals, The Telekom Austria Group, Corporate Strategy, Markets and Business
39-40, Environment, Compliance Management, Corporate Social Responsibility, Risk
46-47 Management and Internal Control System, ICT as an Economic Factor, Conver-
gent Products and Services, Information Security and Data Protection, Security
through Network Quality,
We said, we did; AR p. 6, 14-15, 20 ff.,, 38 f,, 65 f., 128 f.
Organization Profile
21-2.10 Comprehensive description of the organiza- 2-3, 20 ff,, Key Figures, Geographical Presence, Key Operating Figures, The Telekom
tion: Name, products, markets, headquarters, 27, 33, 37, Austria Group, Corporate Strategy, Markets and Business Environment,
shareholder structure, key figures about the 39-40 Fig. Shareholder Structure, Fig. Revenue Structure, Fig. Overview of Telekom
company, main changes during the reporting Austria Group Markets, Fig. Customer Structure, E-Mobility, Specific Further
period, awards etc. Training in the Telekom Austria Group Countries, Customer Service — A Factor
for Success, A European Player in Dialogue, The Best Network Quality — Confir-
med, Success with Net Check. Awards that have been received are listed in the
relevant chapter.
AR p. 8-15, 35 f., 47 ff., 69 ff.
Reporting Parameters
31-311  Reporting period, reporting cycle, contact ~ 22-23, M | Details of Reporting, Group-Wide CSR Management, Telekom Austria Group
details, scope of report and boundaries, data 56 CSR Structure, Stakeholder Management, Imprint/Contact
measurement techniques, bases of calculati-
,,,,,,,,,,,, onssignificantchanges
3.12-313  GRIcontent table, external assurance of 48 ff., Content Table including Telecommunications Sector Supplement, Comments
report by third party 54 f.
Governance, Commitments and Engagement
41-410  Governance Structures, Committees, Su- 2223 m ( Group-Wide CSR-Management, Telekom Austria Group CSR Structure, Corpo-
pervisory Board, Works Council and related rate Governance;
guidelines AR p. 38-46
411-413  Commitments to external initiatives ~ 22f, 27,30, ™ Code of Conduct, Compliance Training, International Guidelines, Corporate
39,41f1,44 Governance, Supply Chain Management, Regulation, E-Mobility, Internal
Information Campaigns, A European Player in Dialogue, Group-Wide EMF
Policy, Using the Internet Safely, "Internet Surfing License” and "My Child on
the Internet”, Other Media Literacy Initiatives in the Telekom Austria Group
Countries. Information about membership of organizations is provided in the
relevant chapter.
414-417  List of stakeholder groups, basis for identifi- 237,34, m Stakeholder Management, Research and Innovation, Employee Satisfaction,
cation and selection of stakeholders, approa- 37 f, 39, Customer Service — A Factor for Success, Consumer Protection, A European
ches for the involvement of stakeholders, key  41f,43f. Player in Dialogue, The EMF Team in Dialogue, Using the Internet Safely, Al
topics and concerns that have been raised Internet for All, Discussion Forums for the Knowledge Society
through stakeholder engagement
Economic Performance Indicators
ECL Direct economic value generated and distribu- 2-3,20f. 0 | Key Figures, Geographic Presence, The Telekom Austria Group, Fig: Revenue
o red Structure, Fig: Net Value Added; ARp. 47fF.
EC2_ ! Financial implications due to climate change = 26ff O Climate Friendly chapter
EC3 34,38 Life Balance, Initiatives for Health, Special Offers for Special Needs;
. Scopeofthedefinedbenefitplan __ ARpMSM7
EC4 Financial assistance received from the AR p. 88,107
Lgovernment
EC6 Business policy, practices and percentage of 211, Compliance Management, International Guidelines, Supply Chain Management
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EC7 Procedures for local hiring and proportion 32f. Finding and Promoting Tomorrow’s Experts, Table: Personnel Structure:
of senior management hired from the local Percentage of Local Management
Lcommunity
EC8 Development/impact of infrastructure 25,261, Fig: Net Value Added, High Performance Network Infrastructure, When Machi-
investments and services provided primarily 32, 35f,, nes Talk to Machines, E-Mobility, Internal Information Campaigns, Finding and
for public interest 40,431, Promoting Tomorrow's Experts, Convergent Products and Services, Network
46-47 Expansion, Special Offers for Special Needs, From the Hard Disk to the Cloud,
Broadband Plan for Austria, Al Internet for All, Support for Young People, We
o sadWeDd
EC9, Description of significant indirect economic 24 1. 0 ICT as an Economic Factor
TSS impacts
Environmental Performance Indicators
EN1-2  Materials used by weight or volume, percen- B Not relevant as the Telekom Austria Group is not a manufacturing company.
tage of materials used that are recycled input For details about procurement see Supply Chain Management and the Internet
. materals . likhttp//wwwalnet/ueber-uns/eineuf
EN3-4 Direct and indirect energy consumption by 28 W Table: Resource Consumption
. primaryenergysource
EN5 Energy saved due to conservation and effici- 28 ff. B Energy Efficiency and "Green Technologies”, Efficient Energy Use, Use of Virtu-
ency improvements alization and New Storage Technologies, Use of Renewable Energies, Internal
... nformationCampaigns, Table:ConsumptionofResources
ENG Initiatives to provide energy-efficient 26f,36,39f, M When Machines Talk to Machines, Energy Efficiency and "Green Technologies”,
products and services 46-47 Efficient Energy Use, Use of Virtualization and New Storage Technologies, Use
of Renewable Energies, Intelligent Bundling of Infrastructure, From the Hard
Disk to the Cloud, Secure, High-Performance Networks, We Said, We Did
EN7  Initiatives to reduce indirectenergy ~ 28f,46-47 0 Use of Virtualization and New Storage Technologies, Table: Consumption of
consumption and reductions achieved Resources, Systematic Environmental Management, Internal Information
Campaigns, We Said, We Did
ENS  Totalwaterconsumption 28 W Table ConsumptionofResources
EN11-12, Land in or adjacent to protected areas 411 o Mobile Communication and Health. If threshold values are complied with,
TSS electromagnetic waves have no impact on humans or the environment. The
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, operation of a mobile base station has noimpact on biodiversity.
EN16-17 Total direct/indirect and other greenhouse 27-28 m Fig: CO, Emissions, Table: Average CO, Emissions, Table: Vehicle Fleet,
777777777777 gas emissions. Emissions of ozone-depleting Table: Average Emission Factors, Fig: Development of CO, Emissions
EN19-20, Substances, NOyx, SOx etc. air emissions Table: Consumption of Resources
L
EN18 Initiatives to reduce greenhouse gas 26 ff., 37f, m Atthe Workplace at the Touch of a Button, E-Mobility, Use of Renewable
emissions 46-47 Energies, Reducing Paper Consumption, Internal Information Campaigns, New
... logiticscConcepts Wesaid WeDid
EN21 Total water discharge m Not relevant. Any waste water that is similar to domestic waste water is
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, discharged into the public sewer network. .
EN22 Total waste by type and disposal method 291 m Table: Telecommunications Waste, Managing Resources Responsibly, Table:
Office Waste, Reducing Paper Consumption, Promoting Mobile Phone
... RecylingFigPaperConsumption
EN23 Total number and volume of significant spills m Notrelevant as the Telekom Austria Group is not a manufacturing company.
No spills were recorded during the reporting period.
EN26 Initiatives to mitigate environmental impacts 26 ff, o Atthe Workplace at the Touch of a Button, E-Mobility, Use of Renewable
of products and services, and extent of im- 371,41 Energies, Systematic Environmental Management, Managing Resources
pact mitigation Responsibly, Reducing Paper Consumption, Promoting Mobile Phone Recycling,
Internal Information Campaigns, New Logistics Concepts, The EMF Team in
... Daoge
EN27 Percentage of products sold and their m All packaging material circulating in Austria is subject to the ARA licensing
packaging materials that are reclaimed by system and can thus be brought into the nationwide collection system.
,,,,,,,,,,,, CAOQONY
EN28 Fines or non-monetary sanctions for non- B Opinions as to how legislation is to be interpreted may vary, which can result in

compliance with environmental laws and the imposition of fines.

regulations



EN29 Environmental impacts of transporting pro- ~ 27f,29f, O Fig: Average CO, Emissions, E-Mobility, Table: Vehicle Fleet, Table: Average
ducts, goods and materials 371 Emission Factors, Table: Telecommunications Waste, Table: Office Waste, Fig:
Paper Consumption, Reducing Paper Consumption, New Logistics Concepts

Social Indicators: Labor Practices and Decent Work

LAL Total workforce by employment type, employ- 31ff. B Workforce Structure, Diversity, Proportion of Female Executives, Fig: Emplo-
___________mentcontract region,gender yees by Country, Table: Personnel Structure, Fig: Age Structure
LA2 . Numberof new hires and employee turnover 2,31 ____m KeyFigures Workforce Structure
LA15 Return to work and retention rates after 34 O Life Balance

parental leave, by gender

LA4  Percentage of employees covered by collecti- M Percentage in Austria: 100%
ve bargaining agreements

LA5  Minimum notice period regarding operational ~ 33f.  m Promoting Culture Through Communication. Legal notice periods are observed.
changes including whether it is specified in
collective bargaining agreements

LA7  Ratesofinjury, occupational diseases, lost 34 O Initiatives for Health, Table: Occupational Health and Safety
days, absenteeism and number of work-
related fatalities by region and gender

LA8  Education training, counseling, prevention 34 O Initiatives for Health ARp. 127
and risk control programs in place to assist
workforce members, their families or commu-

nity members regarding serious diseases

LA10 Average hours of further education and 2,31 ff, O Key Figures, Promoting Women in Technical Professions, Human Resources
professional training per year per employee 46-47 Development, Telekom Austria Group Business School, Finding and Promoting
by gender Tomorrow's Experts, Specific Further Training in the Telekom Austria Group
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Countries, Vigor and Junior Talents, CHANGE, We Said, WeDid
LA12 Percentage of employees receiving regu- 33,34 O Promoting Culture Through Communication, Employee Satisfaction, AR p. 34

lar performance and career development
reviews, by gender

LA13 Composition of governance bodies, break- 2,31 ff. m Key Figures: Employees, Proportion of Female Executives, Table: Workforce
,,,,,,,,,,,, down of employees per employee category _______________Structure Fig: Age Structure, ARp.38-44
LA14 Rate of basic salary of women to men by 31 O Diversity

employee category, by significant locations of
operation

Social Indicators: Human Rights

HR1-2  Percentage of investment agreements that 23,24 O International Guidelines, Supply Chain Management
include clauses incorporating human rights
concerns as well as suppliers and business
partners that have undergone human rights

screenin
HR3 Total Hb[??s] of employee training on aspects ~ 22,23,24 O Code of Conduct, International Guidelines, Supply Chain Management
of human rights/percentage of employees
,,,,,,,,,,,, L
HR4 Incidents of discrimination and corrective 31 | Diversity. No violations were reported during the reporting period.

actions taken
MRS Incidentsin which the right to exercise free- 31 ® Workforce Structure. No violations were reported during the reporting period.
dom of association and collective bargaining
may be violated and actions taken to support
,,,,,,,,,,,, theserights
HR6-7 Operations and significant suppliers identified 22,23, 24 B Code of Conduct, International Guidelines, Supply Chain Management. No viola-
as having significant risks for incidents of tions were reported during the reporting period.
child labor, forced or compulsory labor/coun-
,,,,,,,,,,,, termeasuresthathavebeentaken

HR10 Percentage and total number of operations 23,24 O International Guidelines, Supply Chain Management
that have been subject to human rights

reviews and/or impact assessments
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Number of grievances related to human rights 22, 23, 24

filed, addressed and resolved through formal
grievance mechanism

Code of Conduct, International Guidelines, Supply Chain Management. No
grievances were reported during the reporting period.

Social Indicators: Society

SO1 Percentage of operations with implemented 27,351, E-Mobility, The Future in a Cloud, Services for Education and Healthcare, Intel-
local community engagement, impact assess- 40,43 f. ligent Bundling of Infrastructure, Broadband Plan for Austria, Actively Shaping
ments and development programs the Knowledge Society, Discussion Forums for the Knowledge Society, Support

for Young People, Social Initiatives

SO9  Operations with significant potential oractual M Not relevant as the Telekom Austria Group is not a manufacturing company.
negative impacts on local communities Information about site planning: Internal EMF Team and dialogue with local

o oresidents

SO10 Prevention and mitigation measures Not relevant as the Telekom Austria Group is not a manufacturing company.
implemented in operations with significant Information about site planning: Internal EMF Team and dialogue with local
potential or actual negative impacts on local residents
communities

S02-4  Percentage of business units analyzed for ~ 21f.  ®m Compliance Management, Code of Conduct, Compliance Guidelines, Compliance
risks related to corruption and employees Training, AR p. 22-23
trained in the organization's anti-corruption
policies/actions taken in response to inci-

e Bents Of CONTUDt N

SO5 Public policy positions and participation 211 Compliance Management, Code of Conduct, Compliance Guidelines, Compliance
in public policy development and lobbying Training, AR P. 22-23. The Telekom Austria Group supports democracy and
activities pluralism but is not aligned to any political grouping.

SO7,TSS  Number of legal actions for anti-competitive ~ 21f.  m Compliance Management, Code of Conduct, Compliance Guidelines, Risk Ma-
behavior, anti-trust and monopoly practi- nagement and Internal Control System, Regulation. The Telekom Austria Group
ces including sanctions imposed by public is a party in several proceedings in and out of court with government agencies,

... authorites competitors and otherparties.

SO8 Fines/non-monetary sanctions for non- 211 Compliance Management, Code of Conduct, Compliance Guidelines, Risk Ma-
compliance with laws and regulations nagement and Internal Control System. Opinions as to how legislation is to be

interpreted may vary, which can result in the imposition of fines.

Social Indicators: Product Responsibility

PRI Lifecycle stagesinwhich health and safety 41 O Mobile Communication and Health, The EMF Team in Dialogue, Group-Wide
impacts of products and services are as- EMF Policy
sessed for improvements/percentage of pro-
ducts and services subject to such procedures

PR3 Type of legally required product/service infor- 24,41 0 Supply Chain Management, Regulation, Mobile Communication and Health
mation and percentage of products/services
subject to such requirements

PRS  Practices related to customer satisfaction/ 37f, W Customer Service - A Factor for Success, Kundiologie,
survey results 46-47 Consumer Protection

PR6  Programs for adherence to laws, standards 22,45, m Code of Conduct, Compliance Guidelines, Compliance Training, Social Initiatives,
and voluntary codes related to marketing 46-47 We Said, We Did. AR P. 22-23. The Telekom Austria Group is committed to fair
communications, including advertising, pro- competition and complies with the competition laws in the states in which it
motion and sponsorship operates.

PR8,TSS  Total number of substantiated complaints - 22,39, W Code of Conduct, Risk Management and Internal Control System, Group-Wide
regarding breaches of customer privacy and 46-47 Information Security, A European Player in Dialogue, We Said, We Did. Comp-
loss of customer data laints regarding data protection are dealt with in a defined process.

PR9  Finesfornon-compliance withlawsand ~ m Opinions as to how legislation is to be interpreted may vary, which can resultin
regulations concerning the provision and use the imposition of fines.
of products and services

Internal Operations

103 Practices to ensure health and safety of field 34 O Initiatives for Health, Table: Occupational Health and Safety
personnel

104-5 Compliance with ICNIRP standardson 41 ® Mobile Communication and Health. All Telekom Austria Group companies

exposure to radio frequency emissions from
mobile phones, wireless devices and base

stations

comply with ICNIRP standards.




Compliance with ICNIRP standards on 41
exposure to radio frequency emissions from

mobile phones, wireless devices and base

stations

Mobile Communication and Health. All Telekom Austria Group companies
comply with ICNIRP standards.

Policies/practices on compliance with the 41
Specific Absorption Rate (SAR) of mobile
phones and wireless devices

Mobile Communication and Health, see www.al.net — About Us/Responsibili-
ty/Health/SAR-Values

Policies/practices on locations of masts and 41
transmission sites including stakeholder
consultation, site sharing and initiatives to

reduce visual impacts

The EMF Team in Dialogue, Group-Wide EMF Policy

Technology Applications

Provide examples of the resource efficiency of 27 ff,,

telecommunications products and services 35 ff., 40

E-Mobility, Energy Efficiency and “Green Technologies®, Managing Resources
Responsibly, Convergent Products and Services, The Best Network Quality —
Confirmed, Success with Net Check

Providing Access

Policies/practices to enable the development 36 f, 41 f.
of telecommunications infrastructure and

access to telecommunications products and

services in remote and low population density

Intelligent Bundling of Infrastructure, In Crisis Situations

Policies/practices to overcome barriers to ac-
cess and use of telecommunications products
/services including language, culture, illiteracy,
lack of education, income, disabilities and age

Services for Education and Healthcare, Web 2.0 Usability, Special Offers for
Special Needs, Using the Internet Safely, Al Internet for All

Policies/practices to ensure availability and 40f.
reliability of telecommunications products/
services (downtime)

Security Through Network Quality, The Best Network Quality - Confirmed,
Success with Net Check, In Crisis Situations

Quantify the level of availability of telecom- 2-3,20-21,
35f,37f,

where the organization operates 40f.

munications products/services in the area

Geographic Presence, Table: Key Operating Figures, Markets and Business
Environment, Table: Overview of Telekom Austria Group Markets, Convergent
Products and Services, Network Expansion, Customer Service - A Factor for
Success, Security Through Network Quality, The Best Network Quality - Confir-
med, Success with Net Check, In Crisis Situations

Programs to provide and maintain telecom- 39 ff.
munications products and services in emer-
gency situations and for disaster relief

Information Security and Data Protection, Security Through Network Quality,
In Crisis Situations

Policies/practices to manage human rights
issues relating to access and use of telecom-
munications products and services

Using the Internet Safely, Media Literacy as a Key Qualification, Al Internet for
All, Other Media Literacy Initiatives in the Telekom Austria Group Countries

Policies/practices for the external communi- 41
cation of EMF-related issues

The EMF Team in Dialogue, Group-Wide EMF Policy. For details see
www.al.net — About Us /Responsibility/Health

Total amount invested in research programs 41
and activities concerning electromagnetic

Initiatives to ensure clarity of contract terms 35,37
and conditions, charges and tariff models

Convergent Products and Services, Customer Service — A Factor for Success,
Special Offers for Special Needs. For details see www.al.net — Residential and
Business

Initiatives to inform customers about product 30, 37,
features that promote responsible, efficient 411,431

and environmentally-friendly use

Promoting Mobile Phone Recycling, Customer Service - A Factor for Success,
Using the Internet Safely, Media Literacy as a Key Qualification, Other Media
Literacy Initiatives in the Telekom Austria Group Countries
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GLOSSARY

CODE OF CONDUCT

The Code of Conduct of the Telekom Austria Group comprises group-
wide behavior guidelines and regulates the relationship with customers,
suppliers and employees, as well as compliance with confidentiality
requirements with regard to corporate and business developments. It
guarantees the protection of assets, the fair settlement of conflicts of
interest and the respect of rules about acceptance of gifts as well as
compliance with capital market regulations.

COMPLIANCE MANAGEMENT
Area of responsibility for compliance with laws and guidelines, and any
voluntary codes adopted by a company.

CORPORATE GOVERNANCE
“Corporate constitution”; the corporate governance code represents a
set of rules for the responsible management and control of a company.

EBITDA (EARNINGS BEFORE INTEREST, TAXES,

DEPRECIATION AND AMORTIZATION)

EBITDA is defined as net profit excluding financial results, income taxes,
depreciation and amortization charges.

EDGE (ENHANCED DATA RATES FOR GSM EVOLUTION)
Technology that delivers higher data transmission rates in GSM mobile
communication networks by introducing an additional modulation.

EMAS (ECO MANAGEMENT AND AUDIT SCHEME)
European environmental management system for organizations wishing
to improve their environmental performance.

FREE CASHFLOW
Cash flow generated from operations after capital expenditures in exis-
ting business areas.

GRI (GLOBAL REPORTING INITIATIVE)
Guidelines that were drawn up in a participatory process and which are
used for the preparation and evaluation of sustainability reports.

HSPA+ (HIGH SPEED PACKET ACCESS PLUS)
Afurther evolution of UMTS to achieve even higher data rates than those
achieved hitherto with HSDPA and HSUPA upgrades.

ICNIRP (INTERNATIONAL COMMITTEE ON
NON-IONISING RADIATION PROTECTION)
International Committee on Non-lonizing Radiation Protection.

ICT
Information and Communications Technology

ILO
International Labour Organisation

IPTV
Transmission of television programs and films over the Internet.

ITU (INTERNATIONAL TELECOMMUNICATION UNIT)
Aspecialized agency of the United Nations, which deals with the technical
aspects of telecommunications at the international level.

CONVERGENCE
The convergence of fixed net and mobile communication services and
content.

LTE (LONG TERM EVOLUTION)

LTE isafurther evolution of the existing mobile communications networks
toallow for even faster data transmission rates and greater transmission
capacities. LTE enables transmission speeds of up to 150 Mbit/s.

M2M (MACHINE-TO-MACHINE)

Connectivity services for the automated transfer of data between machi-
nes, devices, sensors and central servers with the purpose of remotely
monitoring and controlling them with or without human interaction.

ROAMING

Makes it possible to use mobile phones in a third-party network abroad.
The prerequisite is a roaming agreement between one’s own mobile
communication provider and at least one partner in the foreign country.

TERMINATION CHARGE

The operator of a subscriber network delivers calls, which are initiated
in a third-party telecommunication network, to a subscriber in its own
network and charges a fee to the operator of the network where the call
originated.

UMTS (UNIVERSAL MOBILE TELECOMMUNICATIONS SYSTEM)

Mobile communications standard that enables high-performance servi-
ces on the basis of high data transmission rates, approximately 40 times
faster than with a GSM handset.

VDSL (VERY HIGH SPEED DIGITAL SUBSCRIBER LINE)
Technology that permits significantly higher data transmission rates over
conventional telephone lines than, for example, ADSL.
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COMMENTS

ON THE TELEKOM AUSTRIA GROUP SU

The following comments focus solely on the content
and formal performance of this Sustainability
Report and make no evaluation of the accuracy of
the statements contained therein.

¥
The Telekom Austria Group is still committed to
the continuing integration of social and ecological
aspects into its business processes. Within the
framework of its yearly reporting, the company
regularly documents the status of the measures it
has implemented, the progress that has been made

and the new challenges it faces in the context of
corporate sustainability.

With regard to its sustainability reporting, the
Telekom Austria Group consistently adheres to the
Sustainability Reporting Guidelines of the Global
Reporting Initiative (GRI), including the industry-
specific Telecommunication Supplements. In this
context, itis worth mentioning that the G 3.1 Guide-
lines are currently the most comprehensive and
up-to-date GRI standards and their application has
not yet become common practice among companies.
Compared to previous reporting periods, indicator-
based reporting was continued with the same high
quality level as in 2010 and all key performance
indicators contained in the GRI were covered in
the period under review. In the future it would
be desirable if the company would also report as

STAINABILITY REPORT 2011/12

completely as possible on the non-mandatory GRI
indicators in the content table, in order to further
increase the transparency of reporting. Moreover,
linking the GRI content table to the contents of the
corporate website would allow for better cross-
media coordination between the print and online
versions of the sustainability report.

The company’s own assessment of the extent to
which it has achieved compliance with the G3 Guide-
lines of GRI (Application Level) was externally
audited and classified as Level A+.

Ineconomically challenging 2011, ‘A Year to Tick Off’
(the title of the Telekom Austria Group Annual Report
2011) the main strategic focus of the Telekom Austria
Group was on the consolidation of existing interna-
tional markets, the convergence of the fixed netand
mobile communications businesses as well as on
cost efficiency. Despite difficult external framework
conditions, the company was able to implement and
document awide range of sustainability measures.
The most important examples of the company'’s
genuine commitment to sustainability manage-
ment include climate protection oriented fleet man-
agement, the adoption of data security measures,
the completion of an employee satisfaction survey
“TAGisfaction”, the comprehensive reduction of
CO2 emissions in computing centers as well as the
Internet literacy campaign “Al Internet for All”.
Last but not least, a comprehensive description of
the activities, measures and programs put in place
across the Group’s international subsidiaries should
be commended, as this contributed to further en-
hancing the transparency level of reporting beyond
the geographic boundaries of the company’s core
market.

From the point of view of the SRl analyst it is partic-
ularly positive to point out that efforts to further
increase compliance were intensified. Considerable



progress in this area was made by implementing a
new business unit responsible for group compliance,
by further expanding the company’s core values
to include the quality of “integrity”, by promoting
comprehensive compliance training as well as the
planned certification of the compliance system for
2013. In this context, a more detailed description
of both internal and external complaints and com-
prehensive documentation of the adopted measures
would be a consistent development for the future.

All'in all, this is a very substantial sustainability
report. To optimize reporting in the future, some
examples of the challenges that lie ahead include:

= A more detailed definition of the reporting frame-
work: To what extent does the report give full
coverage of the group’s sustainability activities?
Which subsidiaries are fully consolidated? How
e ectively is the disclosure framework applied?
Concrete derivation of the materiality matrix from
the main areas of action currently identified: Where
were the main areas of action in sustainability
reporting derived from? What process lies behind
them? To what extent were stakeholders involved in
identifying issues?
Filling in key indicator gaps, degree of coverage of
the environmental management system, employee
turnover rates, quantification of measures and
achievements in the area of supply chain manage-
ment (audits, training, etc.)
= Reporting against targets: expressive presentation,
either in graphical or textual form, of goal attainment
and reporting of missed targets (We said, we did
not).
- Quantification of important environmental and
climate protection objectives (key impacts) with
time horizons.
Documentation of results from the employee satis-
faction survey.
Clear emphasis on and detailed account of new
projects initiated in 2011 and of the progress made in
terms of basic performance compared to the previous
year.
- Attention given to the human rights issue in
“sensitive” countries such as Belarus.

The current sustainability report of the Telekom
Austria Group was compiled in a year marked by
challenging economic framework conditions, in
which a substantial and significant improvement
of sustainability reporting could not be at the top
of the business agenda.

Against this backdrop, continuing compliance
with the GRI Level A+, the top reporting level, is
particularly commended. For the years to come,
the company should seek to pick up the thread of
sustainable evolution again and continue along this
path as consistently as it has done thus far.

Hanover, October 29, 2012

Dot~

Stefan Dahle

Partner and Head of CSR and Sustainability
Management imug Beratungsgesellschaft fir
sozial-6kologische Innovationen mbH



Details of Reporting

This report is based on the recom-
mendations of the Global Reporting
Initiative (Guideline G3 for Sustain-
ability Reports and the Telecom-
munications Sector Supplement)
and is published once a year. The
data is collected using standardized
questionnaires clustered according
to the activities in the individual
operating companies of the Telekom
Austria Group and then centrally
processed and checked for plausibil-
ity. Each year, the CSR department
evaluates the questionnaires with
regard to current developments,
requirements and objectives. The
topics covered in the report were
selected on the basis of their rele-
vance and materiality and should
reflect the development of sustain-
ability goals and impact of the
company'’s activities. The reporting
period for the key corporate figures
is the 2011 financial year; informa-
tion concerning the individual topics
was included up to the editorial
deadline September 31, 2012.
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