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MANAGEMENT DISCUSSION SECTION

Operator: Good afternoon, and welcome to Deutsche Telekom's Conference Call. At our customers'request, this
conferencemay be recordedand uploaded to the Internet.

May I now hand you overto Mr. Stephan Eger.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche Telekom AG

Well, good afternoon and good morning to our call participants from the U.S. and welcome to our Deutsche
Telekom quarterly investors call. My successor, Hannes Wittig, and myself, we have the pleasure to hostthis call
jointly, and as always arehere with our Group CEO, Tim Hottges; and our Group CFO, Thomas Dannenfeldt to
discuss the quarter with you.

We always start, as usual, with a quick presentation by Tim and Thomas followed by a 30 -minute Q&A session.
And by the way, you can eitherhand in your questions via Twitter, as it has been the case in previous calls, butyou
also can now directly type in a question on the webcastwithout leaving the webcast or dialing in. So, that's
anotherinnovation from our side. Please also note that you'll find the disclosure at the disclaimeras alwaysin the
presentation.

And without any further ado, let me hand over to my CEO, Tim Hottges.

Timotheus Hotiges
Chairman-Management Board & CEO

Yeah. Thankyou, Stephan, and welcome, everybody. Let's make it quick. I know all of you have already looked
into the deck. I think, overall,I couldsay, we have shown a very disciplined execution on what we have showed at
the Capital Markets Day; and overall, we delivered a quite solid quarter with the good momentum on the customer
propositions and we even are ableto confirm our guidance.

Financially, we delivered a strong set ofresults, and we are well ontrack to reach the full-year guidance. First, we
delivered organicrevenue growth of4.7%for total group. The headlinerevenue growth was even strongerat 13%
here, benefiting from the strong U.S. dollar.

Q2 adjusted EBITDA grew 11%to €4.6 billion. Organic year-on-year growth was 5.6%. Our adjusted netincome
grew 77%to €1 billion. Please note thatboth ouradjusted EBITDA and the net income benefitedfrom €175
million one-timer. On the free cash flowlevel, we delivered €0.9 billion, well on track for our full-yeartarget of
around €4.3 billion.

Our full-year guidance for around €18.3billion EBITDA and around €4.3 billion free cash flow remain
unchanged. Again, ourguidance is based onlast year's average exchange rate. And for this year, we will tr anslate
thatinto €19.3 billion adjusted EBITDA at today's dollar spot rate. Please note that ourunchanged 2015 adjusted
EBITDA and free cash flowtarget excludes the €175 million one-timer, I already mentioned.
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To the segments, in Germany, I think, overall, I'd like to say that we are showing a very strong customer
momentum, both on mobileand on fixed. But for me, especially the performanceon broadband, netaddson
MagentaEINSwas stunning.

We are executing on our integrated network strategy,increasing our LTEcoverageto 82%of POPs and our fiber
coverage to 46%ofall households,whichisanincrease ofeight percentage points, year -on-year. Our broadband
net adds were the strongestin years, and the numbers of customers on our fiber networkinc reased by almosto.5
million just in this quarter, which is doublethe growth ofthe prior-year.

We further accelerated our total IP migrations to 1.1 million, only this quarter, taking the total to close to seven
million IP-based lines, or 29% ofthe total, up from 14%ayear-ago. So, even here, wellontrack for our targets to
migrate the whole networkby 2018.

Our MagentaEINS, convergent proposition, which we launched last September, continued to prove very popular
here in Germany. We added 400,000 new Magenta One customers in the quarter taking the total of 906,000
customers hereinthe base. And we are able to achievegrowth in total household ARPU, which is even something
we appreciate.

Inmobile, our focuson network quality and upsellingis clearly paying off. We further increased our service
revenuemarket share in a market that hasnow returned to overall growth.

Comingto the U.S., after the announcementofour U.S. team, the share price improved nicely to $34.6 due to the
great development. The team inthe U.S. is doinga greatjob in all regards. We had another outstanding quarter of
customer acquisitions, while achieving record-low churn. The postpaid phonechurn wasdownto 1.3%in the
quarter, so down from almost 1.5%a year-ago, which isthe best ever at T-Mobile US.

Our LTE networknow covers 275 million POPs, and we will reach 300 million people by year-end. The integration
of the MetroPCSnetworkis way ahead of plan, and the new7 00 megahertz frequencies covering 60 % ofthe U.S.
population, they arebeginning to go live. With 1.8 million net adds, we delivered the eighth consecutive quarter
with more than one million net adds and we're able to raise the full-year guidance for branded postpaidnet adds.

We now expect 3 millionto 3.5 million net additions, up from 2.2 million to 3.2 million from ouroriginal
guidance. Our U.S.revenues grew 12%in the quarter, and our adjusted EBITDA by 18%. Despite the substantial
increase in our subscriber growth guidance, we remain committed to our EBITDA and CapEx guidance for the
U.S. business.

Now, let me come to Europe. Our industry-leading IP migration continues at rapid pace, and we willnowreach
40% of homes. Our LTE networkalready covers 53% ofthe populationin our footprint. We continueto innovate
the customerexperience, for instance, through the launch ofconvergent MagentaEINS plans in Slovakia or fully
flexible mobile plansin the Netherlands.

Positively, the European business was able to moderaterevenue declines to only minus 0.6%and the EBITDA
decline to only 2%in this quarter. At T-Systems, the master plan, ourrestructuring programis well on its way. We
are seeing encouraging progress, especially in the market unit. Revenue momentum is stabilizing accompanied by
a meaningful improvement on profitability.

So, to quickly summarize our Q1 headlinefinancials"first, strong headline and organicsales growth driven in
particularby the excellent momentum ofour U.S. operation and our German mobile business, both in terms of
service revenues and handsetsales; second, adjusted EBITDA growth of11%continues to reflect strong U.S.
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momentum and cost-cutting efforts. While this performance benefited froma one-timerrelated to a settlement,
we believe itisimportantto appreciateour ac celerated investments into our infrastructure, the IP migration and
the upselling of our customers towards higher-valueservices.

Adjusted net profit grew strongly as well also benefiting from the mentioned settlement, but also, the
reclassification of EE as an asset held-for-sale. Meanwhile,our reported net income declineis explained by last
year's successful disposal of Scout24.

Our free cash flow of €0.9 billion reflects a meaningful increase in cash CapEx. The settlement I already
mentioned did not contribute to free cash flow in this quarter, this coming in the remainder ofthis year. The
increase in our net debtis primarily driven by the acquisition of spectruminthe U.S., and the strong U.S. dollar.
Youshould knowthisis a translation risk with our self-funding strategy. The main part ofthe obligation is always
getting repaid inthe U.S.

Insummary, we were all happy with this quarterin operational terms. We are able to accommodate major long -
term investments, while achieving some very strong customer metrics and confirming our full-year financial
guidance. We see that the investmentsinto broadbands are paying off. Customers are really taking the offers.

With this, I'd like to hand over to Thomas to provide you with more detailedreview of the quarter.

Thomas Dannenfeldt
Chief Financial Officer

Okay. Thank you, Tim. Let's move to the operation and financial details ofthe quarter. And as always, let's start
with Germany. I thinkwe're really happy with our performance in the first — in Germany in the quarter. German
revenues grew by 1.9%year-on-year, driven by particular —by good momentum in mobile. Positively, the German
market as a whole is growing. Our mobile service revenues grew by 2.8%year-on-year; again, faster than the
peers, and a further improvement compared to an already stronglast quarter.

While these numbers should not be extrapolatedinto the coming quarters due to more difficult comps and
Magenta One discounts, we are confident for the rest ofthe year, and I think we certainly will outperform the
marketin 2015 hereagain.

Our mobile revenues further benefited from very strong growth in equipment sales, mainly due to retention
activities,but also an exceptionally high volume ofspot handset deals. Corefixed line reven ues declined by 2%,
continuing the steady improvement ofthe previous quarters. Our wholesalerevenues declinedby 1.9%year -on-
year, similar to the Q4 performance,impactedby the declinein unbundling fees and regulatory effects, while
demand for fiber is contributing positively.

The adjusted EBITDA declined by just under1%year-on-year in the quarter. This is in line with our expectations
and should be seeninthe context ofstrong upselling activities, strong growth in fiber, and also, an accelerated all-
IP migration. The adjusted OpEx in Germany increased by 3.6%year-on-year, driven by theseinvestments and
the mentioned higherhandsetsales. Importantly, indirect costs declined year-on-year.

Turning to mobile, we estimatethat the market, as a whole, grew more than 1%this quarter. Within this growing
market, we continueto increase our revenue share, based on peer-leading service revenue growth of2.8%in the
quarter. Due to flat rate packages, it isincreasingly difficult to allocaterevenues to individual categories. But our
data growth remained strong, while declines in SMS text continue to weigh on results.
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Operationally, we continued our strong performance in the quarter, while mobile contract subscriber count
increased by 289,000. Moreover, the split between own branded and service provider customers was impacted by
the reclassification 0f349,000 Turkcell customers, which are now included in the own branded category.

Under our own Telekom and congstar brands, we added 134,000 contractnet adds, slightly below previous
quarter's performance. But this, again, wasimpacted by the derecognition 0f 61,000 internal cards. Beyond these
superficial adjustments, our momentum remainspositive,absolutely inline with our expectations.

The smartphone penetration in our own branded retail customer base continued to grow to now78%, up from
76%at the end of the year, driven by another quarter of very strong smartphonesales. Also positively, the number
of LTE customers on our networkin Germany, again grew strongly to 6.4 million, almost double the number one
year ago.

Our performance inthe German broadband market was outstanding. Driven by strongestquarterly broadband
growth since the first quarter of2012, ourline losses improved again to only 131,000, our bestperformance in
more thanadecade.

Our fiber growth continues to accelerate with 463,000 net adds in the quarter, double the intake ofone year -ago.
Of this, almost two-thirds came from our retail business. In total, we already have almost 3 million fiber
customers on our German network, reflecting growth of more than one million in the last 12 months.

We added 76,000 broadband customers in the quarter, benefiting from a strong demand for fiber and the success
of our new convergent proposition, while it's too early to communicate a new target, we believe we are likely to
exceed our guidance 0of100,000 broadband net additions in Germany this year.

Our TV product, Entertain, alsohad a good quarter with 74,000 net adds. Encouragingly, in our fiber areas, our
takerate hasbeen 40%. The overall fixed networkrevenuedeclined by 2%year-on-year while the fixed revenue
fixed line, as per our back-up definition, declined by 2%year-on-year. Within these fixed revenues, we saw fairly
stable year-on-year decline in voice revenues of minus 6.9%. Broadband revenues arealso still declining,but
improved slightly to minus 2.5%. And meanwhile, our TV revenues grew by 10.4%, similar to the runrate we've
seenin Q4.

Inthe other fixed networkrevenues, we saw the following trends. The decline of7.9%year-on-year in our variable
revenues was in line with the trend ofthe previous quarters and is mainly driven by price, aswell asvolume
decreases attributable to flat-rate components.

Fixed line add-on options declined by 5.4%, again, similar to the fourth quarter. Other revenues, mainly from IT
services and devices, grew by a similar 3.1%in the whole 0of2014, but slowed compared to the previous quarter.

Asmentioned, our wholesale revenues declined by 1.9%year-on-year, similarto the Q4 performance, impacted by
the decline in unbundling fees and regulatory effects, while demand for fiber and network services are
contributing positively.

Aswediscussed at our recent Capital Markets Day, we're accelerating our investments in high-speed
infrastructure. By the end ofthe quarter, we achieved 46 %fiber household and 82% LTE coverage. We added 0.7
millionhomesto our fiber footprint in the quarter, extending the coverageto 19.4 million homes. VDSLis now
availableto 3.5 million homes. With this, we're well on tracktowards ourstated targets.
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Inthe quarter, we migrated almost 1.1 million retail and wholesale lines to ourall-IP footprint. We now already
have 6.9 million retail customers on this platform in Germany, corresponding to 29%ofour total lines. This s
double the numberofoneyearago, and we are well on tracktowards our2018 targets.

Let me now summarize the highlights ofthe quarterfor T-Mobile US as all relevant numbers were already
reported and discussed by our TMUS colleagues two weeks ago. We had another outstanding quarter of customer
acquisition, while achieving record low churn. Postpaid churn was down to 1.3%in the quarter, down from almost
1.5%ayear ago, and the best ever at T-Mobile US. Porting ratios remain favorable and have improved since the
end of the quarter.

Our LTE networknow covers 275 million POPs, and we will reach 300 million people by the end ofthe year. The
integration of MetroPCSnetworkis way ahead ofplan and the new 7 00 megahertz frequencies covering 60%of
the U.S. population are beginning to go live.

With 1.8 million net adds, we delivered the eighth consecutive quarter with morethan one million net adds, and
we're able to raise the full-year guidance for branded postpaid net adds. We now expect 3 million to 3.5 million
branded postpaid net adds, up from 2.2 million to 3.2 million.

Our U.S. revenues grew by 12%in the quarter, servicerevenues grew by 9%, despite a one -offaccrual related to
the launch ofour Data Stash proposition. Without this accrual servicerevenues would havegrown 11%year -on-
year.

Despite the strong growth, T-Mobile USwas able to grow EBITDA by 18%year-on-year. Importantly, while TMUS
has substantially raised its postpaid subscriber growth guidance, we maintain our stated EBITDA and CapEx
guidance for the U.S. business.

Back acrossthe Atlantic,our European segment was able to moderate revenue declines to only minus 0.6%, after
a decline 0f3.4%in the previous quarter. This, again, benefited from last summer's first time consolidation of
GTS, but also reflectedthe planned unwind ofour hubbing business, which we announced at the recent Capital
Markets Day and which negatively impacted revenues by €35 million in the quarterand ongoing regulatory
pressures. Only adjusting for the GTS acquisition, organic revenues declined by 2.9%year-on-year; further
adjusting for the unwind ofthe hubbing business, revenues declined by 1.6%year-on-year.

On a country basis, we are particularly pleased by our performancein Hungary and Austria. Despite the
challenging macro environment, we were able to generate stable revenues and slight EBITDA growth. Meanwhile,
our Dutch businessisimpacted by intense competition and the rollover ofth e split contract launch. We are
responding to this challenge through innovative product offers and for what we believe is a superior mobile
network proposition.

On a reported basis, the adjusted EBITDA on the segment declined by 1.9%. Organically, the adjusted EBITDA
declined by 3.8% year-on-year, aftera decline of4.7%in Q4. More than half ofthe decline was the result of
regulation. We are on trackfor our full-year targets here. We made good progress towards the targets we
presented at the Capital Markets Day, 40% ofthe lines are nowon an IP platform, up 11 % within the year.

And our LTE networknow covers 53%ofthe population, up from 38%one year-ago. Our TV, as well as broadband
customer base are continuously growing, while ourmobile contract customer base show a stable year-over-year
development. Moreover,our share offixed revenues from connected home grew by 3%to 25%, especially driven
by Hungary and Greece.
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Turning to Systems Solutions, our result reflects ourongoing restructuring at the market unit, as well as
continued costsavings delivered by Tel IT. Grossrevenues declined by 2.5%, substantially improved from minus
7.1%inthelast quarter. Positive exchange rateeffects contributed two percentage pointsin that quarter.
Positively, ourmarket unit achieved 1%revenue growth, corresponding to a declineofonly 1% without exchange
rate tailwinds.

Systems Solutions EBITDA grew by 11.6%year-on-year or 8.7 %organically, reflected a positive performance from
the market unit, which posted a 44%year-on-year increase, benefiting from an improving product mix, efficiency
measures, but also somewhat easier 2014 comparisons.

Let's move to our group financials for the quarter. Turning to free cash flow first. Group free cash flow was down
12%to €865 millionin the quarter, while quarterly cash flows can be seasonal and volatile. The mostimportant
message is that we think we are absolutely on track for our full-year guidance ofaround €4.3 billion.

Main drivers were a €428 million increase in cash generated from operations, mainly due to our strong EBITDA
growth. This was offset by €464 million higher cash CapEx driven by investments in Germany and the U.S. €82
million higher other effects, mainly reflecting higher interest payments. And,importantly, this quarter's free cash
flowdoesnotinclude the €175 million we booked in our adjusted EBITDA due to a legal settlement.

Group netdebtincreased as anticipated to over €46 billion at the end ofthe first quarter, with the biggest moving
partsbeingthe €1.9 billion spectrum costfor the AWSspectrum in the U.S. and foreign exchange effect of€1.9
billion due to the strength ofthe U.S. dollar.

Our adjusted netincome increased by 77%year-on-year in the quarter, was mainly driven by two effects: the
contribution of€175 million from the settlement we already mentioned; and a €259 million year-on-year impact
related to the reclassification of EE as an asset, which is now held -for-sale.

Finally, we turnto our balance sheet ratios. We are currently at 2.6 in net debt over adjusted EBITDA. This
reflects our investment, butit's also the result of currency and especially the effect oftranslating the balance sheet
at spotrate and the P&L at average rates. If we were to use the same exchangerates, then the ratiowould be below
2.5 times.

While we expect to stay over 2.5times for Q2 as a result ofour example, given dividend paymentfor 2014,we
clearly expect to return backto our communicated corridor in the second halfofthe year. Our rating r emains
stable at BBB+ and are well within our comfort zone with ranges from BBB to A -. Our equity ratio decreased
slightly year-over-year, butimproved sequentially. Based on these ratios, we believe we will continuously get
excellentfunding conditions in the debt capital markets.

AndIthink I'm goingto hand over now to Tim for some final remarks.

Timotheus Hotiges
Chairman-Management Board & CEO

Look, guys, I think this quartershows that we are well executing in a disciplined collaboration on our strategy
within the group, and we were able to present a quite solid number set herein the session. I thinkall things are on
plan. And for me, the mostimportant thing is that the customers are really taking up the new propositions, even at
the high broadband investments which we have taken.

With this, I'm happy to answer yourquestions. Stephan?
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QUESTION AND ANSWER SECTION

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

Well, thanks, Tim and Thomas. Now, we'll start with the Q&A part. Asalways, ifyoulike to aska question, please
press star one onyourtouchtone telephone, or hand it in via Twitter, e-mail or via the webcast. I'll announce your
name whenit's your turn to aska question. Should yourequire to cancel your question, please then press star two.

And I think we will be getting started with Emmet Kelly from Morgan Stanley, who askeda question via e -mail.
Emmet, youknow various modern technology outthereas well. So, Twitter and webcast can be used as well.

The first question was on Germany service revenue growth. At the Capital Markets Day, you mentioned broadly
flat service revenues for 2014 to 2018. Is this still the expectation given the nice start?

The second questionishow much have MagentaEINS discounts impacted the German servicerevenues in the first
quarter 2015? And I thinkI'll justhand over, for the first part ofthe question, to Thomas.

Thomas Dannenfeldt

Chief Financial Officer

Yeah. Thanks, Stephan. I thinkon the German service revenue growth, at the CMD, I think what we've said is we
mentioned that A, we expect a CAGR of roughly 1% on the mobile service revenuefrom 2014to 2018, and that we
are convinced that we can, as we did last years, outperform the market in our performance.

What we've seen basically in the Q1 isthat marketis doing betterthan we have anticipated. So, market
development is better and we still, as we said, outperforming the market. I think there's an awesome development
we're seeing here on our numbers with the 2.8%. And as we also mentioned in the Capital Markets Day, it is
obviously avery conservative view, so there might be some upside.

On the Magenta One discounts, I thinkwhat we — stillit's an early phase, but what we cansay s, it'sa very
successful proposition, number one. Numbertwo, we mentioned in Capital Markets Day that after transaction,
we've seen a€4 increase, not adecrease. So, we see overcompensation ofthe discounts. And whatI cantellyouis
that the trends we are seeing are improving, which is good to see here.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

Well, thanks, Thomas. And then move over to Tim Boddy from Goldman Sachs. Tim, please.

Tim D. Boddy

Goldman Sachs International

Yes. Thanks for the question. I wanted to just focus a little bit on two things. First ofall, yourbroadband net adds,
youmentioned that there could be upside to the 100,000 guidancein ayear. Do you know, at this point, how
much ofthat weakness canbe attributed to the significant jump in churn at Unitymedia? And, obviously, they've
given guidancefor a sharp improvement for the remainder ofthe year, so is this atemporary thing? Or are there
some more structural factors?
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Also I wanted to aska more long-term question. It seems like the pan-European consolidation idea is gaining
momentum, both at the regulatory and at the corporate level, and there's more companies talking aboutit. Y ou
were very clear, at your Capital Markets Day, that you want to validate the IP strategy before doing anything. But,
at the same time, if possible opportunities could arise quicker, and ifthat was the case, would you be willing to
consider a cross-border transaction? Thankyou.

Timotheus Hottges

Chairman-Management Board & CEO

Hi, Tim. First question. Indeed, with regard to the weakness and churn ofthe cable operators. This might have
helped usto hitthe almost 80,000 broadband net adds in the first quarter. Butlook, we are still conducting a
detailed analysis ofthe reportings hereand the partings in thisbroadband area. So, definitely, it might be the case.

The second is, we are not fighting on pricing here. That is, from our side, very importantto say. Itisabout the
proposition. It's about the additional functionality. Itis about the branding,and it is about even the convenience
for consumers and it's even the way how our channels are performing these days. But, we have absolutely stick to
our rational pricing strategy we havelaid out.

The last topic, we had 3,000 [ph]VOVe (30:26) net adds in the first quarter, so we cannot confirm taking over of
those customersyet.But even here, we see some benefits.

Now, coming to the second part ofyour question on the Pan-European consolidation idea, is that gaining
momentum? Look, I thinkit was Deutsche who mentioned first that thereis more than just the inter -market
consolidation. It was always ourintention to proveto the market first how cross-bordersynergies are going to
work, and that was the reason that we, as the first player in this Europe environment, started this pan-IP network.
By the way, we are moving ahead quite quickly here. And so, things are moving.

That said, there is still some proofout where we are working on. I always say that I believethat at one pointin
time, the European market consolidation is taking place.I think we threw the first stone into the water with our
merger inthe UK and bringing a fixed mobile player together where we believe thatwe should stick to the
shareholding in this company than rather buying it up.

And therefore, somethingis to come, but there's no change to ourstrategy towards consolidation and acquisitions
here in this regard. We have traded optionalities with our minority shareholder s. We have said we considerintra-
market consolidation. We are considering small acquisitions in this market, and we even consider smart buyouts
of minorities,but nothing has changed in our strategy.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche Telekom AG

Thanks, Tim. And asyou've just mentioned, Deutsche —thenI thinkit will be appropriate to hand over to Robert
Grindle from Deutsche Bank. Robert, please?

RobertJ. Grindle
Deutsche Bank AG (Broker UK)

Yeah. Hithere. Thanks very much. I'm abit depressed to be using such alow tech, where I'm asking my question.
I'll improve next time. And just going backto the cross-border evidence of synergies,I thinksome ofyour

European countries were connected with IPsince early March. Are there any early lessons for this exercise in the
cross-border cooperation?
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And secondly, in Germany fixed, your voice revenue growth deteriorated quitehastily, the growth, atleast, in Q1.
And it pretty much offset the boost yougot from broadband. Is thisjust a MagentaEINSeffect, abundling effect,
or is there something more significant going on with your voice revenues? Thankyou.

Timotheus Hotiges

Chairman-Management Board & CEO

Look, Deutsche Telekom is striving very consequently that we —not developing things twice in the group, that we
are using the same applications, the same technologies and that we're even developing services within our
footprint. Ijustcould talkabout the partnering concept as well, but I think thisis moving ahead quite nicely. To
give anotherexample, we are launching MagentaEINSin a lot of markets, where we have fixed and mobile, as we
haveitin Germany.

Now, withregardsto the cross-country synergies, it's three months ago that we gave you a detailed overview
about, for instance, the Cloud VPN services, about the SDN, about, let's say, applications, about the development
of our TV platform and the cloudification behind that one. We're still working on this. It's an execution thing here.
And]Ithink to add to what we have mentioned here, there's still some moreworkto do.

Thomas Dannenfeldt

Chief Financial Officer

And may Ijustadd. The number we've mentioned at the Capital Markets Day in terms ofthe synergies, we said
there isa €500 million ticketon the OpEx in the steady stateon Europe, where 30%roughly is coming from cross-
country. So, I thinkthere isno news onthat one.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche Telekom AG

Maybe I'll take the second question as well. On the voice, there is basically no news compared to the quarters
before. So, there'sno other development than what we have seen the quarters before.

RobertJ. Grindle
Deutsche Bank AG (Broker UK)

Thanks very much.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

Thanks, Thomas. Let's move on with Dominik Klarmann from HSBC. Dominik, please?

Dominik Klarmann

HSBC Trinkaus & Burkhardt AG (Broker)

Yeah. Thankyou. Just on Liberty Global talking about potentially a significant new build outsideits footprint in
Germany, similar to what Virgin Media is doing in the UK. I guess, it suggests Liberty is very upbeat about the
churnin competitiveand regulatory environment, but just interested in yourthoughts on that news.

And then, a clarification really on the MagentaEINS and the bundled discount. My understanding from the Capital
Markets Day was that you were ableto grow ARPU per home by about €4 basically by adding new SIM cards, so
gaining new RTUs, but that with the existing mobile and fixed line subs you were only ableto offset about halfof
the €10 headline discount. So, you're basically accepting a €5 revenueloss for thoseexisting customers. I'm just
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checkingifthatis the right understanding and how you see the se metrics now developing in Q1, asyou added
another around 0.5 million customers. Thankyou.

Thomas Dannenfeldt

Chief Financial Officer

Y eah, Dominik, This is Thomas. I'll start with the secondquestion, I think, then, Tim comesbackto the Liberty
Global question.

First of all, your takeaway ofhow MagentaEINSworks, that A, on the existing customers, we're giving discounts
and we are not able to completely fully compensate them per se, but the compensation and the better revenue
comes from adding SIM cards or adding fixedline products into the complete bundle is correct.

I think at the Capital Markets Day, we said we can offset 50%, roughly, ofthe discountpurely with the add -ons
we're selling. That has improvedmore to a two-third of compensation. And as I said, the cross-selling elements of
selling new SIM cardsinto the household oreven also selling to mobile-only customers on fixed line, it has
improved as well. So, overall, that €4 has improved and the share ofcompensation hasimproved. But, you gotthe
mathright at that time, yeah.

Dominik Klarmann

HSBC Trinkaus & Burkhardt AG (Broker)

And canIjustfollowon — I mean, given the pricing from cable and mobile competitors, is there discussions about
reducing that headline discount of€10 at all?

Thomas Dannenfeldt

Chief Financial Officer

Yeah.Ithink, basically, what we have done is that we were —from a competitive point of view, it was acceptable.
We reduced promotions. We stopped thosekind ofelements in the first instance rather than the discount being on
the fixed line side or at the mobile side.

Dominik Klarmann
HSBC Trinkaus & Burkhardt AG (Broker)

Thank you.

Timotheus Hotiges

Chairman-Management Board & CEO

I'd like to come backto this Liberty plans and the fiber-to-the-home issue, and I'd like to share some maybe
emotional moments with me, which I always witness in Germany. In the summit of our Ministry of Infrastructure,
all carriers and operators were sitting there, including the cable operators, and they wereasked, what is their
commitment towards the broadband build-outin Germany ? And there was a number which was thrown into the
room and which added up to €8 billion.

And then the Minister asked the question, okay,who is committing to thisnumber? And therewas only one guyin
the room who said, I'm investing around €4 billion into infrastructurein Germany throughout 2015, which was
Deutsche. None ofthe others werereally clear on committing a number, becausethey always havethis kind of
prerequisites, which they have in their business case.

FACTSET: callstreet 12

1-877-FACTSET www.callstreet.com Copyright © 2001-2015 FactSet CallStreet, LLC



Deutsche Telekom AG (@tE.bg) @ corrected Transcript
Q1 2015 Earnings Call 13-May-2015

What I learned nowisthat people are starting to understand thatwe are serious on what we have said. Andyou
have seen that even with the uptake in Germany up to €908 million justin the first quarter goinginto
infrastructurehere in the German environment, we stand to our commitments and we deliver on the targets
which we have in mind.

So, we want to achieve 80 %fiber coverage by 2018, and we are well on our way in thisregard. Andby the end of
thisyear —sorry, by 2016, we will have fiber coveragein most ofthe cable footprint. So, we are catching up on that
one.

Now, if now Liberty and some others are coming up with the idea on building their own fiber, look, I'm a big
supporter ofbroadband infrastructure investments in Germany. So, therefore, I'm not afraid about that one.

Second, I'm just coming back from ajourney to Israel, where I've met 48 venture capital companies, start-ups and
eventechnologyleaders, and I could tell you there's more money thesedays going into the upgrading of copper
than money is going into fiber development. The last things which I saw in these line cards, which you put into the
street cabinets, which are enabling G.fast immediately, offering broadband coverage of 500 megabitper second.

And by the way, with 96 line cards, so with everythingis possible in this regard, so I couldtell you there are a lot of
opportunity to upgrading our infrastructure in the street cabinets quite soon. So, therefore,I'm more convinced
that our strategy is totally right now accelerating the broadband build -out across Germany rapidly, first to
vectoring —sorry, VDSLwith 50 megabit then to vectoring with 150 megabit then to supervector with 250
megabit and then with G.fast, we might achieve more than 500 megabit. And I could tell you what I see is coming
quicker than we expect.

On top ofthat, we combine it with our hybrid router and the bandwidth we have in the mobilenetwork already
achieving something around250 megabit. And then I think — even the cable operators might then start thinking
about whethertheir huge advantage, which they're always trying to claim, on broadband is still valid.

So, I thinkwe have a clear strategy going forward. I thinkitis even from a commercial perspective and from a
time-to-market perspective, the rightthing to do. We are not going into the Reggefiber failure examplethat we're
goingnow and tryingto reduce ourtariffs just, you know, because we are trying to invest into the infrastructure,
upgradingit, and what we see is uptake 12,000 on the hybrid router, more than 560,000 on the broadband side
and net adds side. So, we see there is a huge uptake on our promotion these days.

Dominik Klarmann
HSBC Trinkaus & Burkhardt AG (Broker)

Very clear. Thank you.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

And let'smove on with Roshan Ranjit from Nomura. Roshan, please?

Roshan Ranjit

Nomura International Plc

Good afternoon. Thanks for the question. Just one quick one going backto the domesticmobileservice revenue
growth. Now, we've seen essentially two step-changes over the last two quarters from flat to 1.8%to 2.8% growth.
Couldyoujustdetail the main drivers behind that? Clearly, there's an element of offset in there. Some dynamics
around the upselling would be good. And also, I sawa couple ofweeks ago, you had increased the speeds on offer
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at the mobile Stariff. Isthat to protect against some churn at the lowerend ofthe market that you could be
seeing? Thank you.

Timotheus Hotiges

Chairman-Management Board & CEO

Look, the first thing is, I'm quite happy with the developmentwhich we had on service revenues. Not reducing the
LTE offers and the pricesjust because high-speed prices werelooking cheaper. We just were trying to sell our
quality into the markets. We have this MagentaMobil, easy and simple, tariffgrid in the marketplaceand this is
payingoff. The service revenues increased by 2.8%, the voice-only revenues are almostflat. The SMS revenues are,
as youmight know shrinking, by the way, by 18.9%. Our datarevenues —so people using LTE and the bandwidth
is increasing by 9.2%and the visitors are increasing by 18%as well.

On top ofthat, we had huge terminal equipment. Thomas mentioned that in his speech, which isnot the service
revenuepart,but which includes the mobilerevenues as total, which was at the peak volumein this quarter. We
have sold moresmartphonesthan all ofthem, and we have ahuge amount of customers now o nthe LTE network.
I think more than 6.8 million, just from my head here, was the number.

So,yousee that these enabling customers with the right handsets into this high -bandwidth infrastructure, you do
nothavetoreduce the prices to the lowestin the market. You see even the uptake. The only worry which I have
had overthelast years was the SMS side, which is due to the over-the-top cannibalization,but I think that is
something we have anticipated in our model as well, and it's getting rebalanced by the datarevenues.

Thomas Dannenfeldt

Chief Financial Officer

Andto add here onthe second part ofthe question, is there any —whether that changein S tariff scheme was
related to churn? There isno churnissue. There is no change in terms ofchurn development. Basically, I think
what we've done is, we've removed some promotional pricing elements at that time, added some more valueinto
the schemesbecause we removed the promotional pricing.

I think, overall,what you always should expect is driven by technology that year-by-year for the same price points,
youwill get more volume and more speed.That's the kind of nature of our business, I think. But backto your
question, there'sno churnissue behind it.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

Thanks, Thomas. Let's move on with Peter Kurt Nielsen from Kepler Cheuvreux. Peter Kurt, please?

PeterKurt Nielsen

Kepler Capital Markets SA (UK)

Thank you very much. Two questions please on Germany, one on mobile service revenues. As has already been
discussed, the revenue growth is accelerating. Can you talkabit about — give us any data points on what you're
seeinginterms ofthe upliftona 4G user versusa 3Gin terms ofusage or spend? And assum ing that growth here
in the mobile service revenues will indeed be higher than you have, perhaps, expected, could you envisage y ourself
accelerating the rollout targets for 4GPOP coverage,which you gaveus at the Capital Markets Day ?

And secondly, just on overall revenues in Germany, obviously strong plus 2%in Q1. appreciate that the year -on-
year comps become more challenging in the second halfand, probably, the handset sales in this quarterare
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unlikely to be replicated in the coming quarters. But, do you now consider realisticto achieveyourtarget for
revenuestabilization already this year, ayear ahead ofyourtargetfor stabilizationin 2016? Thankyou.

Thomas Dannenfeldt

Chief Financial Officer

I think I'm going to start with the last part ofyour question whether we see already revenue stabilization in this
year. Aswe'vesaid after the Capital Markets Day, we've been obviously quite conservative on the mobileside. But
onthe otherhand, don't forget the —let's say, the guidance was given on the broadband revenues in, I would say,
aggressive and demanding and challenging. So, overall, I think there is more likelihood that we can get there
significantly earlier,I don't think so.

Timotheus Hottges

Chairman-Management Board & CEO

Peter-Kurt, coming backto yourquestion onthe data usage, onthe consumer contracts, we see 405 megabit per
customer per month. On the business contracts, we see 260 megabit per customer permonth.The B2C contract
customers with LTE devices have 59% more data usage than customers without LTEdevices. And thatis one of
the part of our subsidy policy, because we have the best LTEinfrastructure. We have attractive handsets. That is
one ofthe reasons that we're even trying to push higher valuable handsets into the base. And then, we even see the
uptake and the satisfaction ofthe consumers.

I could even further go into the Android and the Apple OSand the Blackberry and Windows stuff, but honestly,I
would guess that thisis something where my team could give you a little bit more insight ofthe development of
this particular element.

Thomas Dannenfeldt

Chief Financial Officer

And basically,I think we see also a good progress when it comes to the monetization of mobiledata, because
there's actually two parts how we do that. First ofall, viathe migration to highertariffs with bigger data
allowances where we see good uptake, especially when it comes to retaining customers as upselling customers,
Magenta One actually helps quitealotin that. Secondly, full data options like SpeedOn where we actually now
sold until the first quarter of 2015, 3.7 million packages which is basically almost doubling year-over-yearversus
the first quarter 2014.

Peter Kurt Nielsen
Kepler Capital Markets SA (UK)

Very good. Thankyou very much.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche Telekom AG

Then, I thinkwe can directly moveon to Polo Tang from UBS. Polo, please?

Polo Tang

UBS Ltd. (Broker)

Yeah. Hi. I just have one question which is just on German EBITDA margins, because ifyoulookat EBITDA
margins, it seems to have decreased marginally year-on-year. So, I'm just trying to wonder how much ofthisis
impacted by the all-IP migration orwas a case ofjust basically ahighlevel offive and six handsets being soldin
the quarter, and how should we think about evolution ofthe German EBITDA margin going forward?
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So, I specificallylookat yourmobilebusiness in Germany, it seems that potentially,you'll focus more on retention
rather than acquisition. So, therefore, can we expect lower mobile SACgoing forward and therefore, maybe higher
margins that flow through? So, maybejust a question on German EBITDA margins. Thanks.

Timotheus Hottges

Chairman-Management Board & CEO

Yeah. Polo, I thinkI'm going to start. First ofall, you're right. We are focusing very much on the retention part and
the upselling part ofthe business. That's why you've seen also on the numbers an uptick year -on-yearon the SRC,
so the retention costs. And for us, in terms ofthe steering, we are focused on getting a better payback for
customers. So not, per se, getting the SACs and SRCs up or down, but getting a better payback.

So, as the customerpays more per month, we are willing to spend moreaslong as the paybackis declining. And
that's what we basically see. We're spending morein absoluteterms, but we're getting the payback periodsina
better shape.That's one element whichwas somehow alittle bit pressing on the EBITDA marginin the German
environment in Q1, which would give us a good momentum on the revenue spend looking forward.

AndIthink the second element is IP migration volumes.I mentioned that. We've doubled the volumes. We are
ahead ofwhat we originally plannedin terms ofthe volumes for this year.It's alittle bit like in Germany, ifyou —
sometimes, it takes some time to get the machinerun. But once the machine is running, you can't stop it. And
that's the situation we're having right now. But obviously, that comes with some costs aswell here.

Polo Tang
UBS Ltd. (Broker)

Isit possible to give abit colorinterms ofhow much the cost was in terms of all-IP migration in the quarter?
Thanks.

Thomas Dannenfeldt
Chief Financial Officer

Polo, we have to come backto youbecausewe usually don't givethat out on a quarterly basis. It also doesn't make
sense. But, we'll try to lookitup and I'm sure we'll getbackto you onthat.

Polo Tang
UBS Ltd. (Broker)

Thanks.

Thomas Dannenfeldt
Chief Financial Officer

Tim, I think you wanted to add something on the OpEx?

Timotheus Hottges

Chairman-Management Board & CEO

No, I just wanted to change roles with Thomas. He made the general question and I'm now playing the CFO.I love
that. We had an OpEx increase by €190 million in that quarter, of which €186 million coming from higher direct
cost, mainly driven by €64 million from mobile SRCs driven by MagentaEINS and volumes and €111 million
driven by mobiledevices. As Thomas managed, thereisthe responding or the —apart from the high volumespot
market deals, which we havedriven in this market. And then, we had a decrease onthe lowerindirect costs.
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Interesting, we had €69 million higher personnel cost, and this is the part that where you refer to which is mainly
coming from the IP migration volumes and the MagentaEINS orders.

On top ofthat, we have evenincreased our technical field force and the customerservice people, because 2014, we
had some servicingissues, asyou could recall. This thing is healed and handled now properly. All service levels are
green. Thatis due to additional temporary trainees and temporarily workforces, which we have ontop ofthe
workforce, whichwe handled. Now, this €69 million were overcompensated by savingsin IT and savings on G&A.
So, therefore,the indirect costs went down by €33 million.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche Telekom AG

Back to the roots. Let's move on with Simon Weeden from Citigroup. Simon, please?

Simon H. Weeden

Citigroup Global Markets Ltd.

Y eah. Thankyou for taking the question. I wondered ifyou wouldn't mind if goingbackto the sort of German
broadband market and whether youcould give us some morecolor on the different —the sort of proportionate
differences between ARPUs for fiber customer, ordinary ADSLretail customer, maybe a wholesale customer, and
add some more color on whetheryou're seeing fiber customers tending to take more RGUs in terms oftriple or
quad-play.

And the other question was whether you thought the United Internet bids were part of Drillisch, could lead to a
change in the dynamic in the industry longerterm as you may have anotherintegrated operator sortofemerging
after thatlonger term. Thankyou.

Timotheus Hottges

Chairman-Management Board & CEO

Look, I like to start with the United Internet question and the Drillisch part here. It'sinteresting, by the way, what
is happening now. Honestly,you should ask Ralph Dommermuth on the subject orthe Choulidis brothers here,
what thisdealis about and you might get different answers on that one.

Now, I could answer it offensively by saying the complementary nature oftheir businesses, there are likely to be
some operational and commercial synergies overtime between these two companies. Drillischis a company,
whichis acting offline. Drillisch is a company at the lowerend with their market and branding proposition. And
historically,they werealways on the SIM-only business. United Internet is the opposite. They are an online player.
They are at the higher end ofthe market, and they are handset-based. So, this could be, let's say a complementary
combination ofthese two businesses.

IfIlookatthis more defensively,I thinkit could be even a hedging strategy for United Internet for its mobile
business, becauselooking to what's going on there, itisvery hard for them to get a4Gproposition. Deutsche
Telekom is not offering LTE for wholesale providers. We're even not offering it to congstar. AndI do not know
what Vodafone is going to do. But so far, I haven't seen that 4Gaccess were given. And therefore, the only
remainder player in the marketis O2. And if they are not getting this opportunity, it might be that with Drillisch,
they could get something offthe 30%ofthe total volumes which were imposed as remedies on the merger ofE-
Plus and Drillisch recently.
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So, therefore,thereare different answers to the same situation. I cannot believe that United Internet might be a
minority playerforever. But, thisis my privateand personal view onthat one,atleast, [ haveseenthem actingin
the part. But please askthe respective managers on the subject in their companies.

Thomas Dannenfeldt

Chief Financial Officer

I take the part onthe question of new customers coming in on the broadband side. So, what aboutthe quality and
the [ph] part (57:00) they have.

First of all, I think there are two basis drivers for the net adds we're seeing right now. And that's what we already
said last year that we expectthat to kickin during the courseofthis year. That is the infrastructure build -out, and
it is Magenta One. On the infrastructure build-out, there is an upselling element in the proposition per se, because
ifyouget more speed, you pay €5 more permonth.So, that's the first upselling elementin the whole game.

Then the second upselling elementis the take rate on TV proposition. We have a take rate of — as we said 40%,
50%,last quarter about 40%. So, it'sbouncing on that level. And, obviously, thatis very much driven here. You've
seenthat7 4,000 net adds on entertain very much driven by the new customers we're adding via the new
infrastructure.

Andthen, the secondelement, as I've said, is Magenta One, where thereis a discount element,and thereisa — as
Dominik asked already, there is roughly now two -thirds of compensation on the core products ofthat discount by
additional products we're selling. So, basically, threelevels ofupselling. First oneis more bandwidth, €5. Second
one is television, €5. And the third one is, ifit comes to Magenta One, other additional products we're selling in
there.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche Telekom AG

Thanks, Thomas. We'll move on with another question coming in via webcastfrom David Strauch from Oddo.
Questionis doesyour expectation of bringing back the net-debt-to-EBITDA ratio in your comfort zone by end of
2015 including an assumption on cash payment for spectrum auction in Germany.Thomas?

Thomas Dannenfeldt

Chief Financial Officer

Y eah. Thanks, Stephan. First ofall, the very simpleway to answer is, yes. Maybe some additional explanation
around that. First ofall, onthe spectrum, you need to understand. We all need to understand thereis one part, the
700 part, which will not be cash payment-relevant in 2015, at least part ofit, because there's clearance element in
there, et cetera. But, that's only a minor element.

I think, asI said, itis included. You neverknow whetheryou're rightor wrongin the level you're expecting, but
perse,it's included. I'm quite relaxed on the whole debate. I've seenalot ofnoise in the background on —today
around that discussion here,and I'm quite relaxed on that one basically because there is no surprise. It is like we
mentioned and I mentioned that on the Capital Markets Day, development is exactly like anticipated here. We see
and facingin the first quarter those effects ofthe U.S. dollar kicking in at spot rate in — on the balance sheet and
only an average rateon the P&L. That's one element.

The second element ofthe whole equation is that we will hold growth, so to say, the 2.6 backinto the range of2 to
2.5 during the course ofthe year, by the growth profile we will show thisyear. And I thinknumberthree, asI
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mentioned also onthe Capital Markets Day, is our comfort zone in terms ofrating is and was BBB to A -, and I
think we are well positionedin there.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

Thanks, Thomas. Next one is Ulrich Rathe from Jefferies. Ulrich, please?

Ulrich W. Rathe

Jefferies International Ltd.

Yeah. Thankyou very much. Mobileservicerevenue growth of3%, there were already several questions onit.
What I'm wonderingis, you're saying this —in the quarter, this already contains market share gains. You're saying
there will likely be market share gains also in the year 2015. IfI remember correctly, yourfour-yearplan
presented at the Capital Markets Day also included guided sharegain. So, given that setup, I'm just wondering at
what pointdo yousee ariskofa more violent competitivereaction? Isit not maybebetter to simply reducethat
share gain element ofthe growth?

My second questionis on the policy announcements fromthe European Commission. I realizethese arevery
general statements so far, but I'm wondering whether you haveany comments eithersupporting or having
additional demands to these indicative policy statements on the commission that came out recently. Thankyou.

Thomas Dannenfeldt

Chief Financial Officer

Ulrich, just to the first question on the mobile service revenue, first ofall, our steering isnot towards a share gain.
Our steeringistowards anincrease ofthe total revenues. That's number one. And numbertwo is, I think what
we're still seeing here in the market is that we outperform the market, because there aretwo big very well-
positionedreasons to chooseour brandand our propositions, thatisthe outperformancewe see on the network
quality side. And that's an integrated proposition like we see it with Magenta One. And people obviously like it.

So, the whole development so faris not driven by a view on how to steal share, buta good and well positioned
propositionin the marketplace. So, I guessthat the right way to putitisto askthe competitors what they're
intendingto do to catch up. That's one part ofthe equation, I think.

I think the other oneis, asI mentioned, on the marketinvest,be it new customers orretaining customers, we are
keen onimproving the efficiency, so getting the paybacks down and working actively towards that. We've seen that
in the first quarter as well. So, that's the second part,I think, ofthe answer.

And thirdly, I thinkwhat we've seen, and it's good to see, that's the most important element ofthe whole debate is
the German mobile market, as awhole, is growing again. That's importantto see, because that gives all the market
playersthe roomto investinto quality. And by the way, that's what we like, competition on quality.

Timotheus Hotiges

Chairman-Management Board & CEO

There is this question on the statement from our Commissioner Oettinger and the commission here. I thinkthe
commission's priorities here for the new telecom framework review areall, let's say, in the current review process
with the different states. On the spectrum policyand management and on tackling regulatory fragmentation to
alloweconomies ofscale for operators has been addressed. The ensuring ofthe level playing field for all market
players, so maybe our over-the-top and telecommunication operators under review. And the incentivization of

FACTSET: callstreet 19

1-877-FACTSET www.callstreet.com Copyright © 2001-2015 FactSet CallStreet, LLC



Deutsche Telekom AG (@tE.bg) @ corrected Transcript
Q1 2015 Earnings Call 13-May-2015

investment in high-speed broadband and the revisions ofthe institutional framework for telecomregulation is as
well part of the statements we have seen —heard from the commission recently.

Allthese priorities address relevantissues for our sector. So, therefore, this digital single marketidea is fairly
addressing the topics. Butit's even fairly general in substance so far, which shows me that the commission is still
seeking the right answer on these pressing issues. But what they do isthey ,atleast, address them openly. And
they havean opinion on that one. I'm positively encouraged about the discussions I've had with these guys, and
that they see that they should improvethe environment, that the telecom sectoris promotedfor more
investments, especially in the broadband networks.

Deregulation and simplification offixed-linewholesale and these asymmetric ex -ante regulation, which we still
haveina lot ofmarkets, and you know that it was historically right, but today, alot of questio n marks around it.
And eventhe harmonization of spectrum policy across Europe is definitely needed. So, therefore, I think these are
good discussions which are taking place.

Now, whatis goingto happen?I think the EU comm will start, let's say, first, with the single market package is
lyingonthe table and they get atleast you know thisissue ofroaming and net neutrality addressed during this
year or during the summer. And then our suggestion would have been to say,thereis kind of fast-tracklegislation
focusing on the topics which I just mentioned.

So, we will do everything to bring our thinking to the tables as well. In this fast -changing telecom market, it is
evenneededthat we need a fast-changinglegislation, because we cannotwait for too long before thingsare
becoming effective. So, therefore, good discussion, good headlines, still the position's not been defined in all
detail.

Ulrich W. Rathe

Jefferies International Ltd.

Thank you very much.

Stephan Eger

Investor Relations, Senior Executive Vice President Deutsche TelekomAG

Thanks, Tim. I think we've got time for one or two more questions. And let's move over with Fred Boulan from
Merrill Lynch. Fred, please?

Frederic Boulan

Merrill Lynch International

Hey. Good afternoon, guys. Thanks for taking the question. Firstly, going back to Germany fixed, it's still
declining, about 2%. When you think the take up of[ph] entertainment (67:01) fiber will be able to get you backto
growth and any thoughts on content ownership as a differentiating factor?

Andsecondly, I just wanted to have your thoughts on the competitive developments right now in mobile, in
consolidated markets, in particular, how are you seeing Vod and O2 behaving in consumer, but probably more
importantlyin corporatesegment? And do you think the currentprice structure in no -frills segment, so take
congstar, for instance, aresustainable? Thankyou very much.

Timotheus Hotiges
Chairman-Management Board & CEO
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Il start again with the second part ofthe question, and the question, mobilein a consolidated market,howI
believe Vodafone and O2 might be behaving, and is the current price structure in no -frills segments sustainable?
Look, Ithinkthe primary ideais that everybody is focusing on high quality on the infrastructure. So, this is
something where we always said, this ismore valuefor money and not just a price competition here. So, I even
expectthat they're trying to offer theirlatestservices on the infrastructure side and on bandwidth at reasonable
pricesto better amortize the infrastructure.

Second, on O2, thereisalot offocus onthe integration, from the network perspective, headquarters and from the
sales organization. So, I thinkwe expect that [ph] TIF (68:48) will over time reduce the sub-brands in the same
segments as the two brands are operating, when it comes to Tiirk Telekom and Ay Yildiz, for instance, and that
they're going to focus their portfoliomaybe to atop brand and alower brand, O2 and Brent, Blau.de, or something
like that.

So, this is something which, I would say, I'm expecting from Telefonica.I even expect thatthey might tackle the
SME market and the business customer market with more focus and they will definitely, let's say,trying to keep
their base stable. So, focusing on the churn ofthis merged entity.

With regard to Vodafone,look, these guys are trying to play the quality game, investing heavily into infrastructure
as well. So, overall, I even expect more reasonablebehavior even from these guys in the market. Thisis a quality
market and consumers are willing to pay abit more ifthey havean outstanding service and outstanding coverage.
These are the two main drivers for customer satisfaction,as we know, and they both have understood that. So, I
expect no price battle coming into this market.

Thomas Dannenfeldt

Chief Financial Officer

Yeah. And maybe somewords, Fred,on fixed line as well. I think, first ofall, the trend is our friend in fixed line.
And 1 think all the key elements we mentioned ayear and two years ago, where we thought improvement needs to
be done are now moving in the right direction in terms oflooking at the trends. So, one element was line losses. It
was clear that we need to improve the line losses. There willnot be a zer o number,but we need to get it smaller,
that number that we can compensate by broadband on one hand.

The second one isonthe broadband, so, double-play and television. I remember last year, we had a development
in this, as we call them connected homerevenues of minus 0.6%driven by —B2B was always stable, but slight
declinesstillin B2C and a decline in wholesale, which was a big issue two years ago and last year a smaller one.
And now, what we're facing here is a stabilization in that complete revenues. So, we are now from minus 0.6 %]last
year inthe double, triple-play revenues acrossall segments towards zero. Line losses areimproving.

So, I thinkit's fair to say the trend is our friend. We're doing better than originally expected in those areas, and
obviously, getting alittle bit faster than expected, also, closer to stabilization here.

Frederic Boulan

Merrill Lynch International

Thanks. I mean, if | may, a quick follow-up on previous question on the EC. What concrete implications do you
expect for Deutschein the medium term, ifyou talkaboutOTT, a level playing field or relaxed regulation on fiber?
What's the kind ofideal scenariofor youin athree-year to four-year view?

Timotheus Hottges
Chairman-Management Board & CEO
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Look, the ideal scenario which we are looking at is that we getincentive for broadband build -out, so no further ex-
anteregulation and akind of more stable environment in which we are able to operate from a wholesaleand
pricing perspective. Andthereare some encouraging moves already active. Just take the German example, we
have now 15 cities here in Germany,where we are able withoutregulation to offer our promotions and our prices
here. So, they are going outofregulations and market, whereno dominanceis e xisting any more. So, this is one of
the pieces.

The second one is, with regard to the over-the-top players, I'm always stressing this issue ofinteroperability with
over-the-top services.Just take the Skype service, the WhatsApp services and other services, they are totally
operating as telecommunication services, but without all the rules which we have. We have emergency call, rights;
we have the numberportability; we have this interoperability to all carriers. We have the termination rates, and all
of thiskind of stuff. So, I think I'm expecting that they're creating alevel playing field.

Do I want moreregulation? Certainly not. But, I'm a pragmatist here, and I think Brussels and the European
environment is always trying to organize things by regulation. So, therefore, I'm hoping that we getin a lot of
areas alevel playing field where we could operate with the same rules and as the over-the-top industries.

Thirdly, I'm expecting a reasonable roaming regime for Europe. It's not heavily affecting o ur P&L, but it should be
roaming like at home offer so that we could includeour tariffs and use them even abroad within Europe. But ifwe
are creating then a single market, where no roaming is existing anymore. Then I even expect that the anti-trust
authorities are notlooking on a access anymore that they're even trying to deal the market from a holistic
perspective, so that we look at Europe,not from 28 perspective, but really from another relevant market
definition.

So, therefore,I thinkthisis something which isnot coming overnight, butI see the tendency thatpeople in
Brussels and eventhe local regulators and politicians are willing to considerthis thoughtand step -by-step in this
kind of adimension fast-track regulation. This might help us to improve overall the sentiment that notonly the
consumerprices and the focus, but even the reinvestment capabilities.

Stephan Eger

Investor Relations, Senior Executive Vice President, Deutsche TelekomAG

Thanks, Tim. And then now, let's get to the last question on today's call unfortunately because Tim has to run. It's
Mathieu Robilliard from Barclays. Mathieu, pleasego ahead.

Mathieu Robilliard

Barclays Capital Securties Ltd.

Good afternoon.Thankyou very much. Two questions. First, withregard to spectrum in the U.S., howhasyour
view evolved interms ofthe chances ofrevenue reserve spectrum for the next auction?

And the second question has to do with costs. I thinkI understand well the dynamics ofhow costs have moved this
quarter. It makes all the sense to investin market growth, but I was wondering if, for the rest ofthe year, there are
some elementsthat could lead to lower growth in costs oreven a declinein costs, ignoring the costs that are linked
torevenuetrends? Thankyou.

Timotheus Hotiges
Chairman-Management Board & CEO

Let me say we have always said that we intend to be a participant in the broadcast incentive auction. Low-band
spectrum remains a high priority for usin the U.S. On the timing of the broadcast incentive auction, we want to
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see it happen assoon as possible,since thisisan event to level playing field here, 75% ofthe low-band spectrum is
in the hands of the big two.

I think Chairman Wheeler seems to be focusedon driving thisto asuccessinthe first quarter 2016. And we think
that is the likely timeframewe could expect.

We believe that arobust spectrum set is very important for the incentiveauctionin order to avoid a situation,
where the auction is dominatedjust two carriers. And, therefore, we would like to see areserve ofatleast 40
megahertzwith no one person getting morethan 20 megahertzin this auction. So, thisisjust to say, what we are
working onin the U.S., and I hope thatis possible to happen.

Thomas Dannenfeldt

Chief Financial Officer

Yeah. And from my side, on the costs, I think, looking at the costdevelopment Q1, there is one very obvious
element whichis very much driven by seasonality and seasonal effectthat is relatively high -cost basis on the
development onthe GHS, onthe headquarters here. I thinkyou should expectthat this will normalizeduring the
course ofthe year and, obviously, will reduce that level. I thinkthereis —on EU, 2014 was a strong decrease
versus 2013, becauseofalot of extraordinary programs we started. We will not see the same rate ofdecline in
2015 like in 2014, but there will still be a relevant one.

And I think on T-Systems, you should expect, what we see in the market unit already a decline. We should expect
thatto go onas a part ofthe master plan. So, I think the main and key element, Mathieu, is really on GHS that you
should expect that to —not to happen again, so to say, in Q2 to Q4, but change during the courseofthe year.

Mathieu Robilliard

Barclays Capital Securties Ltd.

Sorry.IfIcanfollow-up,withregardsto Germany, would you add any comment there?

Thomas Dannenfeldt

Chief Financial Officer

Germany, as Tim mentioned, as it was for a minute again taking over the CFOrole, the indirectcost, they have
beenreducedinthe first quarter. So, there was indirect cost reduction on Germany already. But the direct cost, I
think that was the part ofincrease. And that was not only driven by marketinvest,but also by avery high level of
handset sales and spot deals. And I guess, we will not see thatlevel again. So, there will be decrease here as well,
yeah.

Mathieu Robilliard

Barclays Capital Securties Ltd.

Thank you very much.

Hannes C. Witiig

Head-Investor Relations

Thank you, Thomas. Thisis now Hannes here. Ladies and gentlemen, the conference isnow about to end. We
know there are further questions. But with these questions, we kindly askyou to contactus at the Investor
Relations department.
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On a personal note, thisis now Stephan Eger'slast results call. I would like to thankhim very much for the
excellentIR department heleaves me behind. I'mlooking forward to working with you going forward. As well as
Stephan, I wish him very wellin hisnewrole as CFO of our Czech business.

Timotheus Hotiges
Chairman-Management Board & CEO

Yeah. And, obviously, I need to say, Stephan, I will miss you as well, herein the board.

Hannes C. Witlig

Head-Investor Relations

Okay.Thanks, guys.

Operator: We'd like to thankyou for participating at this conference. A recording ofthis conference will be
availablefor the next seven days by dialing country code 49-1-805-2043-089 via reference number446931#. We
arelooking forward to hear fromyou again. Good-bye.
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