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at the Alte Kongresshalle, Theresienhdhe 15, 80338chen.

Agenda

1.

Resolution on the increase of the share capitagainst cash contribution with
subscription rights for the shareholders as well athe related amendment of the
Articles of Association

On July 23, 2013, Telefonica Deutschland Holding @@ ,,Company”) entered into an
agreement with Koninklijke KPN N.V. (,LKPN”) regamijy the acquisition of the
German mobile phone business of E-Plus. The appobthe relevant merger authority
is required for the closing of the acquisition. Tpr®posed cash capital increase with
subscription rights for the shareholders describeaenda point 1 will serve as partial
financing for the acquisition. Further detail isxtained in the report of the Management
Board to agenda point 2.

The Management and Supervisory Board propose tpt dlde following resolution:



»1he share capital of the Company will be increaseth EUR 1,116,945,400.00
(in words: one billion one hundred and sixteeniomllinine hundred fourty five
thousand four hundred Euros) by an amount of upUR 3,700,000,000.00 (in
words: three billion seven hundred million Eurasup to EUR 4,816,945,400.00
(in words: four billion eight hundred and sixteeifllion nine hundred fourty five
thousand four hundred Euros) by the issuance &b 3y700,000,000 (in words:
three billion seven hundred million) new non-paluearegistered shares against
cash contribution. The issuance price will be asteeUR 1.00 (in words: one
Euro) per non-par value share.

The new shares will have the right to participatée profits starting January 1,
2014.

The shareholders may be granted their statutorgcsigbion rights in such a
manner that the new non-par value shares are sioéddyy one or more credit
institutions and/or one or more companies in thamrg of § 186 para. 5 sent. 1
German Stock Corporation Act (,AktG"), together wen obligation to offer such
shares for subscription to the shareholders.

The Management Board is hereby authorized, witlc@msent of the Supervisory
Board, to determine the further details of the pncrease and its
implementation, in particular the issuance pricthinmeaning of § 182 para. 3
AktG and the subscription price (i.e. the pricevatch the new non-par value
shares are offered to the shareholders for sultgerj@nd the conditions for the
iIssuance of the new shares.

The capital increase shall be implemented by tloeoé®ugust 10, 2014 and shall
be entered into the Commercial Register in accarelavith 8 188 AktG, whereby
the Management Board may fully exhaust this peoidiiine and the period of
time described in the following sentence withowtlaiing § 83 para. 2 AktG. The
term of the implementation and registration pemoltibe suspended, starting
from the pendency until the conclusion of a procedjoverning petitions for
registration of contested resolutions pursuant24@a AktG Freigabeverfahren),
to the extent that a contesting action or petitmannul has been lodged and a
.Freigabeverfahren” has been promptly commenceduth case the
implementation and registration period will expatethe latest at the end of
December 10, 2014.

The resolution on the increase of the share caitahins effective beyond the
conclusion of the Company's Annual General Shadshs| Meeting for 2014,
which will probably take place in May or June 2014.



2.

The Supervisory Board is authorized to amend 8rd.daand para. 2 of the
Articles of Association (amount and division of steare capital) in accordance
with the implementation of the capital increase. “

Resolution on the authorization of the ManagemerBoard for a capital increase by
contribution in kind with exclusion of subscription rights of the shareholders
(Authorized Capital 2014/1) and related amendment bthe Articles of Association

While maintaining the Authorized Capital 2012/l puant to 8 4 para. 3 of the Articles
of Association of the Company, which has not yetrbexhausted, an additional new
Authorized Captial 2014/1 shall be created.

The Company entered into an agreement with Konk&kiKPN N.V. (,KPN“) on July
23, 2013 concerning the acquisition of the Germabita telephone business of E-Plus
from KPN. The proposed Authorized Captial 20144l feeth in point 2 of the agenda
will serve the implementation of this acquisitiéGiurther detail is contained in the report
of the Management Board to this agenda point.

The Management and Supervisory Board propose tpt dlde following resolution:

,a) The Management Board is hereby authorized, thighconsent of the
Supervisory Board, to increase the registered step#tal of the Company by a
total amount of up to EUR 475,000,000.00 (in wofdarhundredseventyfive
million Euros) by issuing up to 475,000,000 (in dsrfourhundredseventyfive
million) new non-par value registered shares withsguance price of EUR 1.00
(in words: one Euro) per share against contributickind (Authorized Capital
20141).

The statutory subscription rights of the sharehsl@ee excluded.

The right to participate in the profits of the nean-par value shares can be set
in derogation of 8§ 60 para. 2 AktG.

Further details of the capital increase and itdémentation, in particular the
conditions for the issuance of the new non-parevahgistered shares, will be
determined by the Management Board with the consiethie Supervisory
Board.

The Supervisory Board is authorized to amend 8d.da 2 and 5 of the
Articles of Association (amount and division of steare capital, Authorized
Capital 2014/1) following complete or partial impientation of the capital
increase and/or after expiration of the authorimaperiod.



b) A new paragraph 5 will be added to § 4 of theches of Association with the
following wording:

»(5) The Management Board is hereby authorizedy wie consent of the
Supervisory Board, to increase the registered stepital of the Company
by a total amount of up to EUR 475,000,000.00 (ards:
fourhundredseventyfive million Euros) by issuingtapt75,000,000 (in
words: fourhundredseventyfive million) new non-palue registred
shares with an issuance price of EUR 1.00 (in wavde Euro) per share
against contribution in kind (Authorized Capitall2Q).

The statutory subscription rights of the sharehsl@dee excluded.

The right to participate in the profits of the nean-par value shares can
be set deviating from § 60 para. 2 AktG.

Further details of the capital increase and itdémentation, in particular
the conditions for the issuance of the new nonvpare shares, will be
determined by the Management Board with the consiethie Supervisory
Board.

The Supervisory Board is authorized to amend 8d.da 2 and 5 of the
Articles of Association (amount and division of steare capital,
Authorized Capital 2014/1) following complete orrpal implementation
of the capital increase and/or after expiratiothefauthorization period. “

c) The Management Board is directed not to regtbieamendment of the Articles
of Association resolved in b) above with the ConuraRegister until after the
implementation of the proposed capital increasénagaash contribution set
forth in point 1 of the agenda;8 202 para. 3 sk#ktG must be observed.

d) This resolution remains effective beyond theatasion of the Company's
Annual General Shareholders' Meeting for 2014, windl probably take place
in May or June 2014. “

Resolution on the cancellation of the authorizabn for the issuance of convertible
bonds and other Instruments of October 5, 2012 asedl as the cancellation of the
Conditional Capital 2012/l and creation of a new athorization for the issuance of
convertible bonds and other Instruments with authoization to exclude the
subscription rights of the shareholders as well athe creation of a new Conditional
Capital 2014/1 along with related amendments of thérticles of Association

The Management and Supervisory Board propose tot ke following resolution:



)

b)

The authorization granted by the General St@dsahns' Meeting from October 5,
2012 with respect to agenda point 1, regardingsfigance of convertible bonds,
option bonds, participation rights and/or profitfgapating bonds, as well as
combinations of these instruments, is hereby céwdFurthermore the
Conditional Capital stipulated in § 4 para. 4 o thrticles of Association is
hereby cancelled.

The Management Board is authorized, with theseahof the Supervisory Board,
to issue the following in bearer or registered fmmone or more occasions, by
the end of February 10, 2019:

(i) convertible bonds and/or (ii) option bonds andfii) convertible participation
rights and/or (iv) option participation rights aad(v) participation rights and/or
(vi) profit-participating bonds (including combimais of these instruments)
(hereatfter (i) to (iv) together the ,Financial Inshents* and (i) to (vi) together
the ,Instruments®) in a total nominal amount oftodEUR 3,000,000,000.00 (in
words: three billion Euros) with a term to maturtyno more than 15 years; and
to grant the owners and creditors of Financialrtmaents conversion or option
rights on new non-par value registered shareseo€Cbmpany, with a notional
interest in the share capital of the Company offoug total of

EUR 558,472,700.00 (in words: five hundred and fefight million four hundred
and seventy two thousand and seven hundred Estdggct to the terms of the
convertible and option bonds as well as the coiblerand option participation
rights. The following details apply to the authatinn:

The Instruments may be issued, in addition to Eurothe legal currency of an
OECD country, subject to the limitation of the certed value of such currency
in Euros.

The Instruments may also be issued by companiesiich the Company has a
direct or indirect majority ownership (hereinaftéiffiliates"), if such issuance is
in the financial interest of the Telefénica Deutadll Group. In that case the
Management Board is authorized, with the consetit@Supervisory Board, to
issue a guarantee for the Instruments and to ¢nardwners or creditors of such
Financial Instruments conversion rights or optights on new non-par value
registered shares of the Company.

The instruments will be divided into fractional lalsnor fractional participation
rights that have equal rights among each other.

Option right. In case of the issuance of option bonds or optiongyaation rights,
one or more option certificates will be attache@ach fractional bond or



fractional participation right, which authorizegtbwner or creditor to subscribe
to new non-par value registered shares of the Coyabject to the terms of
such options to be determined by the ManagementBeith the consent of the
Supervisory Board. The terms of the options magyusdie that the exercise price
of the option bonds or option participation riglesued by the Company may also
be paid by transfer of fractional bonds or fractiioparticipation rights and, if
applicable, a cash payment. Moreover, subjedtgeddrms of the options, it may
be stipulated that fractional shares can be suiEttio as whole shares subject to
an additional payment, or can be paid out in cakbk.notional interest in the
share capital of each share to be subscribed pursu&actional option or
fractional participation rights may not exceed tioeninal amount of the option
bonds or option participation rights. 88 9 parantl 199 para. 2 AktG remain
unaffected. The term of the option rights may nateed 15 years.

Conversion right and exchangeratio. In case of the issuance of bearer convertible
bonds or convertible participation rights, the leotdof the fractional bonds or
participation rights (otherwise the creditors) ieedhe right to exchange their
fractional bonds or participation rights, subjexthie conditions of the convertible
bonds or convertible participation rights to beedetined by the Management
Board with the consent of the Supervisory Boardnfm-par value registered
shares of the Company. The exchange ratio is detedy dividing the nominal
amount of a fractional bond or participation riglytthe conversion price set for a
new non-par value registered share of the Compahg. exchange ratio can also
be determined by dividing the issue price of atfoamal bond or participation

right (which is below the nominal amount) by thewzersion price set for a new
non-par value registered share of the Companyait be stipulated that the
exchange ratio will be variable, and the convergince will be set within a yet to
be determined bandwidth which depends on the dpredat of the share price
during the term of, or during a specified periodiofe during the term of, such
instruments. The exchange ratio may in any caseureded up or down to a
whole number; furthermore an additional paymeriidanade in cash or a
compensation to be paid out in cash for non-coibtertractional shares may be
set. Moreover it may be stipulated that fracticstares can be grouped together
or compensated in cash. The notional interestarsttare capital of the non-par
value shares to be issued upon conversion mayxeeed the nominal amount of
the fractional convertible bond or fractional peigation right, 88 9 para. 1 and
199 para. 2 AktG remain unaffected.

Conversion obligation. The Management Board may, with the consent of the
Supervisory Board, also issue registered converbbhds or convertible
participation rights pursuant to which the holdecieditor of the convertible



bonds or convertible participation rights, subjecthe terms of the convertible
bonds or convertible participation rights, are gated during or at the end of the
conversion period to exchange the convertible banad®nvertible participation
rights for new non-par value registered shareb®Qompany. The above
stipulations of conversion rights and exchangeral$o apply to these financial
instruments with obligation to convert.

Satisfaction of conversion or option rights, right to substitute. Furthermore, the
terms of the bond or participation rights may dfapeithat in case of the
conversion or exercise of options, the Company adoegrant the holder of
conversion rights or options new non-par valuesteged shares of the Company
out of the Conditional Capital, but rather pays thet value of such rights in a
cash payment corresponding to the average closiog pf the shares of the
Company in Xetra trading (or another comparableasssor system in place of
the Xetra system) of the Frankfurt Exchange dutimgglast ten trading days
before exercise of the conversion or option righbject to the terms of the bond
or participation rights. The bond or participatioght conditions may further
stipulate that (i) the convertible bonds or papi@tion rights may be converted
into existing non-par value registered shares @Gbhmpany rather than into new
non-par value registered shares out of the comditicapital, or that the option
rights may be satisfied by delivery of such share@i) the subscription shares
may be created out of authorized capital in conoeatith a capital increase.

Subscription price. The relevant conversion or option price for a shiatbe
Company (subscription price) to be determined malst in the case of a variable
exchange ratio or a variable conversion or optiecep equal either (a) at least
80 % of the average closing price of the shareekeCompany of the same kind
in Xetra trading (or another comparable succesgies in place of the Xetra
system) (i) on the ten trading days before theafadoption of the resolution by
the Management Board regarding the issuance dfittancial Instruments or (ii)
on the five trading days immediately before theljgudmnouncement of an offer
to subscribe to Financial Instruments or (iii) be five trading days immediately
before the issuance of a declaration of acceptaptke Company after a public
demand for the issuance of subscription offerdpaf least 80 % of the average
closing price of the shares of the Company of Hmeskind in Xetra trading (or
another comparable successor system in place dtra system) during the
days on which the subscription rights for the Foiahinstruments are traded on
the Frankfurt exchange, with the exception of ts# five trading days of the
trading of the subscription rights or (c) in cdse tinance instruments are issued
in connection with the acquisition of companiestipgoations in companies or



parts of companies, at least EUR 1.00 (in words: Buaro). 88 9 para. 1 and 199
para. 2 AktG remain unaffected.

As long as the terms of the bond or participatights contain an obligation to
convert or give the Company the right to pay casteiad of delivering shares
after exercise of the conversion or option righ&rt the bond or participation right
conditions may stipulate that the conversion orawpprice corresponds either to
the alternatives under (a), (b) and (c) abovedpaf least the arithmetic middle
value of the closing price of the shares of the Gany of same type in Xetra
trading (or another comparable successor systgitage of the Xetra system) on
the last ten trading days before (i) the day ofungt of the Financial Instrument
or (ii) the day on which the person obligated tovet must exercise his right to
conversion or (iii) the day on which the conversimt is deemed to be
exercised; the resulting conversion or option pniagy lie under the minimum
price pursuant to (a) or (b). 88 9 para. 1 andd®@. 2 AktG also in this case
remain unaffected.

Dilution protection. If, during the period of conversion or option, kvgranting of
subscription rights for its shareholders, the Camypacreases the share capital or
issues or guarantees further convertible or oddmmds or convertible or option
participation rights, or grants other option rigle#ad no subscription rights in that
amount are granted to the holders or creditore@tbnversion or option rights,
which they would be entitled to following exercisiethe conversion or option
right or the satisfaction of the obligation to ceny then the convertible bond or
option terms or convertible or option participatioght terms may stipulate that
the conversion or option price may be adjusted ibstanding 88 9 para. 1 and
199 para. 2 AktG by reason of a dilution protectitause (i) by payment of a
corresponding amount of money by the Company upercese of the conversion
or option right or satisfaction of the conversidaligation or (ii) by reduction of
the additional payment to be made. Instead of #yenent in cash or a reduction
of the additional payment, the exchange ratio nisy, &0 the extent possible, be
adjusted by division by the reduced conversionegpoicoption price.

The terms of the convertible or option bonds ortéres of the convertible or
option participation rights may also stipulate djuatment of the conversion or
option rights in case of a capital decrease, aeslit or a special dividend, or
other measures that could lead to a dilution ofvilae of the conversion or
option rights, 88 9 para. 1 and 199 para. 2 Akt@ai@ unaffected. Moreover, in
case of a change of control in the meaning of §&@. 2 WpUG, a reduction of
the term of the Financial Instrument and/or thequeto exercise the option or
convert, and/or an adjustment of the conversiooption price, may be stipulated.



Subscription right and authorization of exclusion of subscription right. The
shareholders may also be granted their statutdagcsiption rights in such a
manner that the Instruments are subscribed by onmewe credit institutions
and/or one or more companies in the meaning of6gph8a. 5 sent. 1 AktG under
the obligation to offer such shares for subscriptmthe shareholders.

The Management Board is nevertheless authorized,the consent of the
Supervisory Board, to exclude the subscriptiontsgii the shareholders of the
Company on the Instruments, in total or in part,

* for fractional amounts;

* if the Instruments are issued in connection Wité acquisition of companies,
participations in companies or parts of companies;

* to the extent it is required in order to grargudscription right to convertible
bonds or option bonds or convertible participatigihts or option participation
rights or participation rights or profit participat bonds, to the holders or
creditors of then outstanding option rights, cotilaéx bonds and convertible
participation rights, in the amount that they wobdlentitled to after exercise
of their conversion or option right or after sadion of their conversion
obligation;

* to the extent Financial Instruments are issugalrest cash payment and the
issue price does not, in the opinion of the Manag@rBoard formed on the
basis of a duly conducted inquiry, fall significgninder the theoretical market
price of the fractional bonds or fractional pagtion rights as determined by
recognized financial mathematical methods. Thik@u#ation to exclusion of
subscription rights exists, however, only with respto partial bonds or partial
participation rights with a conversion or optioght or obligation to convert to
shares, having a notional interest in the sharégatag no more than 10 % of
such share capital, neither at the time of this@ugation becoming effective
nor at the time of the exercise of such authomrati-or the question of
exhausting this 10 % limitation, the exclusion eftgipation or acquisition
rights resulting from other authorizations musobeerved, in direct or indirect
application of § 186 para. 3 sentence 4 AktG.

If the instruments are issued by an Affiliate, thle@ Company must assure the
granting of the legal subscription rights of thargholders, whereby the
subscription right can also be excluded in thigacording to the above
authorizations.



d)

Further terms of the instruments. The Management Board is authorized, with the
consent of the Supervisory Board, to determindufteer details of the issuance
and terms of the Instruments, in particular interate, issuance price,
denomination, conversion or option price, conversiooption period, term and
termination rights, or to determine such matterth wie governing bodies of the
Affiliates issuing the instruments.

Creation of conditional capital

The share capital of the Company is conditionalbyréased by up to

EUR 558,472,700.00 (in words: five hundred ang fifight million four hundred and
seventy two thousand and seven hundred Euroskbgnse of up to 558,472,700 (in
words: five hundred and fifty eight million four hdred and seventy two thousand and
seven hundred) new non-par value registered shHnesconditional capital increase is
made exclusively for the granting of non-par valegistered shares to the holders or
creditors of Finance Instruments that are issuegyaunt to the above authorization
under b), by no later than the end of February20Q9 by the Company or its Affiliates.
The conditional capital increase also serves thgaisce of non-par value registered
shares to holders or creditors of convertible bardsonvertible participation rights
that include conversion obligations, subject totdrens of the convertible bonds or
convertible participation rights. The issuanceha hew shares will be made at the
conversion or option price set forth under b). Thaditional capital increase shall only
be implemented to the extent that use is madeeskthights, or the holders or creditors
fulfill their obligation to convert, and to the exit that no own shares or shares from
authorized capital are provided to serve thesdgigha cash compensation is granted.
The new shares participate in the profits fromliaginning of the business year in
which they are issued through the exercise of c@iwe or option rights or through
fulfillment of an obligation to convert; in derogan hereof, the Management Board
may, with the consent of the Supervisory Boardeheine that the new shares
participate in the profits from the beginning oé thusiness year for which, at the time
of exercise of the conversion or option right a falfillment of the conversion
obligation, no resolution of the Shareholders' Megtegarding the use of net profits
has yet been adopted. The Management Board israagtipwith the consent of the
Supervisory Board, to determine the further detaithe implementation of the
conditional capital increase.

Amendment of the Articles of Association
8 4 para. 4 of the Articles of Association is amehds follows:
»(4) The share capital is conditionally increasgdup to EUR 558,472,700.00 (in

words: five hundred and fifty eight million four hdred and seventy two
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thousand and seven hundred Euros) by issuing §p8@72,700 (in words: five
hundred and fifty eight million four hundred and/eety two thousand and seven
hundred Euros) new non-par value registered sti@asditional Captial 2014/1).
The conditional capital increase will only be implented to the extent that

* the holders or creditors of conversion rightoption certificates which are
attached to issued convertible or option bondsawrertible or option
participation rights issued by the Company or ited or indirect majority
owned subsidiary, on the basis of the authorizagsolution of the General
Shareholders' Meeting of February 11, 2014, makeotigheir conversion
or option rights by the end of February 10, 2019 or

* those holders or creditors of convertible bondsonvertible participation
rights issued by the Company or its direct or iedirmajority owned
subsidiary, on the basis of an authorization reswiwf the General
Shareholders' Meeting of February 11, 2014, whahligated to convert
such securities actually fulfill their obligatioa tonvert by February 10,
2019 and

* to the extent that no own shares or shares frothaized capital are
provided to serve these option or conversion right§ a compensation in
cash is granted.

The new shares participate in the profits fromliginning of the business year
in which they are issued through exercise of casivaror option rights or
through fulfillment of the conversion obligatiom derogation hereof the
Management Board may, with the consent of the igmy Board, determine
that the new shares participate in the profits fthenbeginning of the business
year for which, at the time of the exercise oftbaversion or option rights or the
fulfillment of the conversion obligation, no restan of the Shareholders’
Meeting about the use of the net profits has yehkaopted. The Management
Board is authorized, with the consent of the Supery Board, to determine the
further details of the implementation of the comlial capital increase.”

The Supervisory Board is authorized to amenavibreling of 8 4 para. 1, para. 2 and
para. 4 (amount and division of the share capitahditional Capital 2014/1) of the
Articles of Association, in accordance with theekent issuance of shares from the
Conditional Capital 2014/1, as well as make allestbhanges in connection therewith
that only concern the wording. The same applighencase that the authorization to
iIssue convertible or option bonds or convertibletion participation rights is not
made use of after expiration of the period of au#abion, as well as for the case that
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the Conditional Capital 2014/l is not made useftdraexpiration of the period for the
exercise of conversion and option rights.”

Reports of the Management Board
Report of the Management Board on agenda point 2

With respect to point 2 of the agenda, the ManageiBeard has submitted the following
report pursuant to § 203 para. 2 sent. 2 in conjonmavith 8 186 para. 4 sent. 2 AktG, the
main content of which will be published as follows:

» The Management Board submits the following report concerning the proposed authorization
for exclusion of subscription rights, pursuant to 88 203 para. 2 sent. 2, 186 para. 4 sent. 2
AktG:

A. Background of the intended acquisition of E-Plusand description of the
Transaction

l. Overview

The resolution proposed in agenda point 1 to theaBrdinary General Shareholders'
Meeting on the direct cash capital increase byoupUR 3.7 billion with the grant of

the subscription right and the proposed authoonat agenda point 2 to increase the
share capital by contribution in kind by up to EWR5,000,000.00 with the exclusion of
the subscription right of the shareholders wilvegthe purpose of financing and
implementing the acquisition of the business ati#igiof E-Plus Mobilfunk GmbH &

Co. KG and the companies in which it holds an eectior direct interest (such business
activities "E-Plus* and this acquisitionTransaction").

In the course of the Transaction, Telefonica Dénlgs Holding AG will acquire
E-Plus from E-Plus Mobilfunk GmbH & Co. KG, an ineltt subsidiary of Koninklijke
KPN N.V. in exchange for (i) shares in the amou49 % of the increased share
capital of Telefonica Deutschland Holding AG, afteplementation of the Transaction
(the "Increased Share Capitdl) and (ii) payment of EUR 3.7 billion (subject amy
adjustments, see A.lll.1.b)). E-Plus Mobilfunk GmBHCo. KG will, immediately after
the issuance of the new shares to be granted agleoation for the contribution of
E-Plus, sell an equity stake amounting to 4.4 %eflncreased Share Capital of
Telefénica Deutschland Holding AG to Telefonica Sfar a purchase price of

EUR 1.3 billion, and grant to Telefonica S.A. th@ion of acquiring from it up to a
further 2.9 % of the Increased Share Capital oéfbelica Deutschland Holding AG in
exchange for payment of up to EUR 510 million.
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1.

Background of the intended acquisition of E-Pls

Telefénica Deutschland Holding AG

a)

b)

d)

Company name, share capital, shares and registéfiice

Telefénica Deutschland Holding AGTIDH AG “ or "Company"), having its
registered office in Munich, is registered in tloenmercial register of the Local
Court Munich under HRB 201055. The Company wastecethrough a
transformation of form of Telefénica Germany Veriuags GmbH. The change
of legal form was registered with the commercigister on September 26, 2012.
The business address of TDH AG is: Georg-BraucligR3-25, 80992 Munich.

The share capital of the Company amounts to EURG19%5,400.00 and is
divided into the same number of non-par value sharke shares issued by
TDH AG are registered shares and, since Octobe2(BLR, have been traded on
the Regulated Market of the Frankfurt Stock Excleaimgthe Prime Standard
segment as well as on the Regulated Unofficial Mok the Berlin, Dusseldorf,
Hamburg, Munich and Stuttgart Stock Exchanges.eSivlarch 18, 2013,

TDH AG has been part of the TecDax.

Shareholder structure

The largest shareholder of the Company is Telef8i&. (TEF SA"), having

its registered office in Madrid, Spain, which hobds (indirect) interest of 76.83%
in TDH AG. TEF SA holds its interest through its0ifercent indirect subsidiary
Telefonica Germany Holdings Limited, having itsistgred office in Slough,
United Kingdom. The remaining shares are in freatfl

Business object

The business object of the Company is as indidatéte articles of association of
the Company (Articles of Associatiorf): to engage in Germany and abroad in
the areas of telecommunications and informatiohrietogy, multimedia,
information and entertainment, mobile payment atheéopayment solutions, as
well as the provision of distribution and brokeragevices and any services
connected or related with any of these areas, dimaduthe distribution of
hardware and insurance solutions.

Group structure

TDH AG is a holding company. The operational busiis conducted through its
subsidiary Telefénica Germany GmbH & Co. OH®4£"OHG") as well as the
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companies in which it holds a direct or indiredenest (the latter together with
TDH AG and Q OHG the TDH Group*®).

The business object of,@HG is the provision of national and cross-border
telecommunications services of all types in GernthAngugh fixed-line, mobile
telecommunications and other networks, in partictiia transmission of voice,
data and pictures.

The following pictogram shows the main companiethefTDH Group:

Telefénica Deutschland Holding AG
%

100 %

Telefénica Germany Management GmbH

0.01 %

Telefénica Germany GmbH & Co. OHG

50 % 50 % 100 % 100 % 100 % 100 %

v v

TCHIBO Mobilfunk TCHIBO Mobilfunk
Beteiligungs GmbH GmbH & Co. KG

02 Telefénica Deutschland ol @] Telefénica Germany Wayra Deutschland
Finanzierungs GmbH 1. Beteiligungs GmbH GmbH

100 %

v

Telefonica Germany
Customer Services GmbH

Business activity of the TDH Group

The TDH Group offers mobile and fixed-line servicesluding telephony, data
and value-added services to consumer and businssswers. In addition, the
TDH Group is one of the leading wholesale telecomications service providers
in Germany, offering access to its mobile and fiked infrastructure and service
capabilities to its wholesale partners.

The TDH Group is the third largest integrated tefemunications provider in
Germany by revenue (based on the 2012 revenue&)t 8gptember 30, 2013,
TDH Group had 19.6 million mobile service custom@&@svi cards).

aa) Network operator
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bb)

The TDH group operates a Germany-wide mobile ndtwader the
technology standards 2G (Second Generation - GBysEtems for Mobile
Communications (GSM)), 3G (Third Generation - Unsa¢ Mobile
Telecommunications System (UMTS)) and, most reged® (Fourth
Generation - Long Term Evolution (LTE)). With th& 2tandard, TDH AG
achieves a network coverage of 99 %, and with Ghstandard
approximately 74 %, of the German population. Th& Istandard currently
covers large German cities such as Hamburg, HamnBeelin, Cologne,
Dusseldorf, Leipzig, Dresden, Duisburg, Essen, Iftaty Nuremberg and
Munich. The LTE network (Long Term Evolution Netwdwill be
developed and expanded in the coming years in danoe with demand.

In addition, the TDH Group operates a nation-wided-line network. A
strategic partnership with Telekom Deutschland Gméxgdilts in a fixed-
line coverage of 95% and also allows the TDH Grimuprovide over 11
million households with highspeed DSL (Digital Scitlser Line) internet
access and data transmission rates of up to 509vikiits intended to
further expand the cooperation with Telekom Deutsuth GmbH in fixed-
line service.

Distribution

The TDH Group markets its telecommunications sesrigelephony, SMS,
MMS and innovative mobile data services) under &irbtand strategy in
order to access as many customer segments aslpo3sib majority of the
post-paid and pre-paid mobile products, fixed-juneducts as well as
bundled services, are marketed through the coraipne brand Q.
Additional customer groups are accessed throughnsiecy and partner
brands as well as through wholesale channels. Sacpbrands include the
own or, respectively, fully controlled FONIC andzr&ub brands, as well
as brands held through joint ventures and strafegyimerships such as
Tchibo Mobil. The TDH Group also markets high-spedgdrnet access and
fixed-line telephony (voice over IP) under the skamls ADSL2+
(Asymmetric Digital Subscriber Line 2+) and VDSLdh High Speed
Digital Subscriber Line).

In the business customer segment, primarily horfieesfand small and
medium-sized business customers are targeted ttbegd brand, and
large multinational corporations are targeted tgtothe Telefonica
Multinational Solutions brand.
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cC)

In the wholesale business, the TDH Group offersitapfixed-line and
value-added services to customers such as 1&1,lcoofidebitel, Drillisch,
Freenet, Versatel, Breko, M-Net, Unitymedia/KabelBWd, currently, still
to Kabel Deutschland. In addition, there are coapens with retailers such
as Lidl and Kaufland. In the fixed-line busine$g tvholesale partners are
provided with a number of ULL (unbundled local |9@ervices, including
fixed-line telephony and high-speed internet sawidn addition, value-
added services such as billing services or the gaanant of telephone
numbers and SIP-Accounts (Session Initiation PadtAccounts) are
offered.

The TDH Group offers its products via a diversifaadtribution platform.
The platform includes direct distribution chanrgleh as self-operated and
franchise shops, as well as online and telesabekinalirect sales channels
via retail and e-retail businesses as well as aadjpas with dealers.

In the @ My Handy-model, handsets can be acquired indepeiydsf a
mobile phone contract, either by way of a one-tpagment or a rent-to-
own purchase with a down-payment and subsequdatiment payments
over twelve or 24 months.

Employees

The TDH Group has a staff of close to 6,000, apipnately 5,500 of which
are permanent employees, among other locatiodMduimch (main office),
Berlin, Nuremberg, Bremen, Frankfurt, Hamburg, @ole, Rostock and
Teltow.

2.  E-Plus Group

a) E-Plus Mobilfunk GmbH & Co. KG

aa)

bb)

Name and registered office

E-Plus Mobilfunk GmbH & Co. KG EPM*), having its registered office
in DUsseldorf, is registered with the commercigister of the Local Court
Dusseldorf under HRA 19031. The business addreE®bdf is E-Plus-
Stral3e 1, 40472 Dusseldorf.

Shareholder structure and capital

EPM has a fixed capital of EUR 10 million. The pas of EPM are E-Plus
Mobilfunk Geschaftsfihrungs GmbHE*Plus GF), having its registered
office in Dusseldorf, registered with the commerogmister of the Local
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Court Dusseldorf under HRB 39109, as sole genena@iher with a fixed
capital interest of EUR 2.25 million and KPN Mobrmany Il B.V.,
having its registered office in The Hague, Nethedg registered with the
Kamer von Koophandel under KVK-number 27193954as limited
partner with a fixed capital interest of EUR 7.7Blion. Both partners are
indirect 100-percent subsidiaries of Koninklijke K.V., The Hague,
Netherlands (KPN*).

cc) Business object

The object of the business of EPM is the ownerahighoperation of
telecommunications networks as well as the promisioservices in the area
of telecommunications, related consulting servees other services which
support the business object, as well as the hololimgterests in and
management of other companies, in particular compgangaged directly
or indirectly in the telecommunications sector.

dd) Group structure of the Original E-Plus Group

EPM and its general partner, E-Plus GF, at the thwnclusion of the
contract on which the Transaction is based (Jujy\2R23), held interests in
a total of 21 further companies (EPM, E-Plus GF twedfurther companies
together the Original E-Plus Group®).
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The structure of the Original E-Plus Group on 28y 2013 was as follows:

Koninklijke KPN N.V.

KPN Mobile Holding B.V.

Other
entities

BB KPN Mobile Germany Il B.V.

Geschéftsfiihrungs GmbH

5% 22.5% 77.5%
¢general partner general partner ¢Iimited partner

E-Plus Service GmbH & Co. KG E-Plus Mobilfunk GmbH & Co. KG
‘— 95 %

limited partner

Shortcut |
GmbH & Co. KG

Montan GmbH
— 25% _’ Assekuranz-Makler

18



ee)

Business activity and strategy of Original EsRGroup

E-Plus, with its approximately 24.8 million mobdastomers as of
September 30, 2013, is the third largest mobilevogk operator by number
of subscribers in Germany. In the 2012 business itdaad revenues of
approximately EUR 3.2 billion. E-Plus offers a largpectrum of mobile
telecommunication services and products in the afrgaice telephony,
messaging and mobile data services, in the forprepaid as well as post-
paid services for consumer customers and businesssroers, and operates
a nationwide mobile telecommunications network urde technology
standards 2G (Second Generation - Global Systeddile
Communications (GSM)) and 3 G (Third Generationidrsal Mobile
Telecommunications System (UMTS)). The mobile neknemnsists of
more than 18,000 physical sites. At the end of 2&tBlus will likely be
able to offer its customers in Germany a networkecage of approximately
99% of the population under the GSM standard nwae 80% under the
UMTS standard. E-Plus has announced that it witht@nce commercial
marketing of its Long Term Evolution (LTE) produats2014. E-Plus does
not offer any fixed-line telephony services.

E-Plus holds frequency usage rights within the 90800, 2,100, 2,600 and
3,500 MHz bands. Differing from the TDH Group, Eildoes not have
usage rights in the 800 MHz band, which is paréidylsuitable to cover
wide areas with the Long Term Evolution (LTE) stardi

From a regulatory perspective, EPM bears respditgifur the operation of
the mobile network as a network operator, and acthe group parent of
the Original E-Plus group.

E-Plus Service GmbH & Co. KG distributes and pregianobile services —
and maintains the corresponding customer relatipashunder the primary
brand "BASE" (up to 2010 also "E-Plus*), while AYIYDIZ
Communications GmbH, BLAU Mobilfunk GmbH, Ortel MitdoGmbH,
simyo GmbH and yourfone GmbH distribute and providsile services
under other brands, which are focused on speaifget groups.

The mobile licences and the frequency usage righisPlus are held by
EPM, E-Plus 3G Luxemburg S.ar.l., Erste MVV Mobiik
Vermoégensverwaltungsgesellschaft mbH, WiMee-ConGeebH and
WiMee-Plus GmbH.
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b)

ff)

E-Plus Financial Services GmbH provides internalises for, among other
areas, bookkeeping, claim collections and creditwoess checks.

Shortcut | GmbH & Co. KG, 90% of whose capital cby EPM, acts as
an incubator investing in small and medium-sizeahganies in early
phases, primarily in Europe, USA and Asia.

E-Plus' marketing activities concentrate on motalecommunication
services under a multi-brand strategy. The mublirldrportfolio of E-Plus
includes the brands BASE and E-Plus, as well aswsother brands,
including but not limited to a youth-focused brggdurfone) and a no-frills
(discount) brand (Blau). Wholesale partners of &sRhclude, in particular,
MedionMobile (AldiTalk), ADAC, MTV and the Naturend Biodiversity
Union of Germany (NABU). In comparison to the TDHo@p, E-Plus earns
a smaller part of its revenues with its primaryratand a larger part
through its other brands and cooperations.

At the same time, the pre-paid segment is of atgr&@onomic importance
to E-Plus than to the TDH Group.

Employees

As of June 30, 2013, the Original E-Plus Group &athff of 4,268
employees, located in Dusseldorf (main office),llBeMunich, Hamburg,
Frankfurt, Hannover, Ratingen, Potsdam and Esseangst others.

Restructuring of the Original E-Plus Group

In the agreement governing the Transaction (seese&.lll.1 of this report),

KPN agreed to restructure the Original E-Plus Grpugr to the closing of the
Transaction (Restructuring®). It is intended to simplify the structure of the
Original E-Plus Group, enabling TDH AG to acquir€’kis unencumbered of tax
liabilities attributable to previous periods andobligations under shareholder
loans. The main aspects of the Restructuring afellasvs:

aa)

Restructuring of E-Plus Service GmbH & Co. KG

The partners of E-Plus Service GmbH & Co. KG, hgvis registered
office in Potsdam, registered with the commeraglister of the Local
Court Potsdam under HRA 2809 EEPS'), were, on July 23, 2013,
E-Plus GF as general partner with a fixed capitarest of EUR 1,346.00
and EPM as limited partner with a fixed capitakneist of EUR 25,564.00.
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bb)

cc)

In order to make it possible for E-Plus GF to &®S while EPS continues
to exist, EPM sold a negligible limited partnereirgst with a fixed capital
interest of EUR 1.00 to a newly formed 100-periisidiary of EPM,
E-Plus Services Treuhand GmbH, having its regidtefééice in Dusseldorf,
registered with the commercial register of the LLldaurt Dusseldorf under
HRB 71346, which now holds such limited partneeiast in trust for EPM.
Subsequently, E-Plus GF transformed its generah@amterest in EPS into
a limited partner interest effective as of Decen8ir2013, and EPM
transformed its limited partner interest into aeyahpartner interest
effective as of December 31, 2013, respectivelthaut any change of the
fixed capital interests. In a next step, E-Plusv@Ftransfer its interest in
EPS to EPM by way of a spin-off under the Germam3$formation Act
("UmwG") (partial universal legal succession). E-Plus\@kthereby exit
EPS. EPS will then continue to exist with EPM asghble general partner
with a fixed capital interest in the amount of EB&909.00 and E-Plus
Services Treuhand GmbH as sole limited partner a/filked capital interest
of EUR 1.00.

Mergers of subsidiaries

In a further step, E-Plus Luxemburg 3G S.a r.limited liability company
established under the laws of Luxembourg, havingegistered office in
Luxembourg (City), Luxembourg, registered with Retigt de Commerce et
des Sociétés Luxembourg under B 75636, will be etergith its affiliate
E-Plus 3G GmbH, having its registered office in 8gldorf, registered with
the commercial register of the Local Court Dusseldader HRB 38903,
before the latter is in turn merged with its sdlargholder, EPM. As a
result, an atypical silent partnership existinghestn E-Plus 3G Luxemburg
S.ar.l. and E-Plus 3G GmbH will terminate.

Formation of New E-Plus KG and spin-off

Furthermore, on November 28, 2013, EPM and E-Pkisa@opted the
partnership agreement to form a new limited pasimerunder the name
"E-Plus Transition GmbH & Co. KG*, having its retpsed seat in
Dusseldorf (New E-Plus KG*), and with E-Plus GF as sole general partner
without a capital interest, as well as EPM as thle Bmited partner with a
fixed capital interest of EUR 25,000.00. On Decen$j2013, New E-Plus
KG was registered with the commercial registeefitocal Court
Dusseldorf under HRA 22776.
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By way of a spin-off under the German Transfornma#at (partial

universal legal succession), EPM will contributieitalassets, liabilities and
contracts to New E-Plus KG except (i) all shareboldans (including all
accrued interest and costs) existing between EPbherside and KPN and
all companies affiliated with KPN on the other side well as (ii) all tax
liabilities of EPM existing as of the spin-off dqtegardless of whether they
are due, assessed, contingent or will arise ifiuhee).

The main purpose of the spin-off out of EPM iséaMe EPM's extensive
shareholder loan liabilities towards KPN and thempanies in which KPN
will hold a direct or indirect interest after corapbn of the Transaction (the
"Future KPN Group*) as well as EPM's tax risks with EPM, and thereby
economically with KPN. In the event a claim is madginst New E-Plus
KG based on the statutory liability, pursuant tb38 UmwG, for the
obligations of the legal entity that is spinnind;@frovisions have been
included in the Purchase Agreement (see sectidhJAdf this report) to
safeguard New E-Plus KG and TDH AG, in particurat@mnities.
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dd) Target structure after the Restructuring

After the completion of the Restructuring, the stane of the future E-Plus
Group shall be as follows:

Koninklijke KPN N.V.

100 %

KPN Mobile Holding B.V.

100 % 100 %

Other
entities

SCImLEAR KPN Mobile Germany Il BV.

Geschéftsfiihrungs GmbH

22.5 %* 77.5 %* *Participation quota will change
general partner ¢Iimited partner during restructuring

E-Plus Mobilfunk GmbH & Co. KG

0% 100 %

general partner limited partnerl
o 200 5% E-Plus Services
E-Plus Transition GmbH & Co. KG —} Treuhand GmbH

' E-Plus Service
i GmbH & Co. KG
general partner

limited partner
0.004 %

v

_[1667% + MNP GbR

o Montan GmbH
— 25% Assekuranz—Mak\el
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1.

Separation of KPN and E-Plus

Prior to the contribution of New E-Plus KG into TDX5, measures will be
undertaken to separate New E-Plus KG and its @iffiti companies (collectively
"Future E-Plus Group“) from the companies of the Future KPN Group: Debt
existing between the two groups will be settle@pto the closing of the
Transaction. Security that companies of the FuBiRdus Group have provided in
favour of the companies of the Future KPN Group el released. Further
contractual relationships between the two grouplserther be terminated (e.g.
cash pooling agreement and the agreement on a eraeatjfee), divided up
between the two groups (e.g. with respect to rogrearvices) or changed. For
example, the companies of the Future E-Plus Graligxit from existing

license, trademark and domain pooling contractsadtednative license
agreements will be concluded — in part with angarnt without compensation —
for certain industrial property rights which thengoanies of the Future E-Plus
Group will still require after the closing of theahsaction for their business
operation. Contracts, for which the two groups haetor will not make any
particular arrangement, in general will continuapply without change with both
sides being entitled to terminate these contrati®asonable notice.

Description of Transaction

Contractual basis of the Transaction

On July 23, 2013, KPN, TDH AG, and TEF SA enterdd ia notarized agreement
(Share Purchase Agreement), of which the subjetiema the acquisition of E-Plus by
TDH AG. TheShare Purchase Agreement was amended and supplemented on
August 26, 2013, August 28, 2013 and December B3 2heShare Purchase

Agreement in the amended and supplemented versionBluechase Agreemerts).

a)

Subject matter of purchase

The subject matter of the Purchase Agreement iadheisition of E-Plus by

TDH AG. That business shall - after the above diesdrRestructuring

(see A.1.2.b) - be operated in the Future E-Plusu@, i.e. New E-Plus KG and
the companies in which it holds direct or indireterests. For this purpose, EPM
shall, as part of the closing of the Purchase Agesd, contribute its entire
limited partner interest in New E-Plus KG (tHéew E-Plus KG Limited

Partner Interest”) into TDH AG as a contribution in kind. At thersa time,
Telefénica Germany Management GmbH, having itssteged office in Munich,
registered with the commercial register of the LL&aurt Munich under

HRB 109061, which is a direct 100 % subsidiary BHTAG, will take over the
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position as general partner of New E-Plus KG, wBHBlus GF will exit from
New E-Plus KG without any compensation.

The transfer of the New E-Plus KG Limited Partrgetest as between the
contracting parties will have economic effect adariuary 1, 2014.

Consideration

As consideration for the contribution of the NewPkis KG Limited Partner
Interest, EPM will receive (i) a cash payment offEB.7 billion, subject to an
adjustment, among other things, in view of changéke net financial liabilities,
the working capital as of December 31, 2013, as$ agetertain payments which
reduce the net worth of the Original E-Plus Groepmeen December 31, 2013
and the date of contribution@ash Consideratiorf), and (ii) newly created
shares in TDH AG corresponding to a 24.9 % shatkerincreased Share
Capital. It is stipulated in the Purchase Agreentieait the Cash Consideration
may not be financed through the incurrence of imenatal debt from third party
financing.

TEF SA and KPN have agreed that TEF SA (directlindirectly) will acquire a
part of the interest in TDH AG acquired by EPM e tourse of the capital
increase by contribution in kind, corresponding % % of the Increased Share
Capital, by payment of a purchase price of EURblI®N. Until their transfer,
these shares shall be held by EPM in trust (diewtindirectly) for TEF SA.

TEF SA shall further receive the right to acquin@ni EPM, after one year,
further shares in an amount of up to 2.9 % of tteedased Share Capital, for a
purchase price of up to EUR 510 million (directlyimdirectly).

Warranties and tax indemnifications

KPN makes warranties in the Purchase Agreementcoimg the legal, tax and
financial circumstances of E-Plus, including watiesas to the valid existence of
the New E-Plus Limited Partner Interest and th@aate structure of New

E-Plus KG, as well as concerning the accuracyettnsolidated financial
statements of EPM as of December 31, 2012, théegxie and extent of pension
obligations and industrial property rights, as vesllwarranties relating to the IT
infrastructure, compliance with data protectionulagjons, certain employment
law circumstances, the existence of certain mateomiracts and the disclosure of
court proceedings. The liability in connection witle abovementioned warranties
IS subject to restrictions, among other things mmaxn liability limits ranging
between EUR 1.2 billion and EUR 8 billion.
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d)

KPN is further obligated to indemnify TDH AG agdiadl taxes and tax ancillary
obligations incurred by a company of the Futurellss®sroup for tax assessment
and collection periods prior to January 1, 2014aass such taxes have not yet
been paid prior to December 31, 2013. In exchahbé] AG will indemnify the
KPN Group (with the exception of the Original E-®l@roup) against all taxes
owed by the Future E-Plus Group relating to peraglsf January 1, 2014.

Non-competition clause

KPN has agreed for the entire Future KPN Groupheeito engage in the mobile
telecommunication sector in Germany nor to re@miployees of the Future
E-Plus Group for a period of two years after thasiclg of the Purchase
Agreement.

Consent of third parties and other closing cooa

The closing of the Purchase Agreement, among ¢hineys, depends on the
clearance of the merger proposal by the relevangeneontrol authority and the
consent of the General Shareholders' Meeting of K¢ shareholders of KPN,
in their Extraordinary General Shareholders’ Megtin October 2, 2013, granted
the consent with the necessary majority. The measgetrol proceeding is
currently pending before the European Commissiofin& decision on the
merger proposal will likely only be made after theraordinary General
Shareholders' Meeting of the Company.

TDH AG is not obligated to close the Purchase Agrest if, prior to the July 21,
2014, material adverse changes arise with respdefRius, which are defined in
detail in the Purchase Agreement.

The Purchase Agreement provides for contractualpea of EUR 50 million or
EUR 100 million, to be paid by TDH AG if certainosing conditions
(registration of the capital increases, mergerrobietearance) are not met. The
Purchase Agreement in addition provides for comtil@enalties to be paid by
KPN, which however are no longer relevant due pséeof time or satisfaction of
the relevant closing condition.

If the closing conditions have not been met atigtbest by March 1, 2015, or their
satisfaction waived (as far as permissible), eactyfdo the Purchase Agreement
also has a right of rescission.
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f)

¢)

Acquisition restrictions imposed on KPN

In order to prevent possible tax disadvantageth®TDH Group, for a period of
five years KPN is, among other things, prohibitexhf acquiring further shares in
TDH AG directly or indirectly. Furthermore, durinigat period, KPN is subject to
voting restrictions if the direct or indirect inést of KPN (together with the
interests of affiliated parties, including sharetess of KPN whose percentage
interest exceeds a certain amount) exceeds mane2thé& % of the share capital
in TDH AG.

Optimization

The parties to the Purchase Agreement have agnaethey will, if appropriate,
adjust the Transaction structure set forth in thecRase Agreement in order to
achieve an optimization at a legal and tax levelals as with respect to
Transaction costs and process reliability, as$ahes is reasonable and can be
expected of the parties.

Capital measures to implement the Purchase Awee

As consideration for the acquisition of New E-PK( Limited Partner Interest,

TDH AG shall pay the Cash Consideration as welssige new shares of the Company
to EPM. In the following section a), a descriptimirhow the Cash Consideration will be
financed is provided. In section b), which follothereafter, a description is provided of
how the shares of the Company to be issued to ERNdevcreated.

a)

Cash capital increase with subscription rights

TDH AG and KPN have agreed in the Purchase Agretrtteat to finance the
Cash Consideration, TDH AG will implement a caspitzd increase with a grant
of subscription rights with an emission volume {ienamount of all cash
contributions) of up to EUR 3.7 billion. The Managent Board and Supervisory
Board will therefore propose to the Extraordinagn@ral Shareholders' Meeting
of the Company in agenda point 1 to adopt a respidbr such a cash capital
increase. TEF SA has in the Purchase Agreemergatbti itself to vote in favour
of such a resolution proposal.

The resolution proposal in agenda point 1 provides minimum issuance price
of EUR 1.00 per non-par value registered sharecoraance with the statutory
provisions. The Management Board must set the sipkist price, i.e. the price

at which the shareholders can subscribe for themawpar value shares, with the
consent of the Supervisory Board. Currently norimi@tion can be provided
concerning the amount of the subscription priceesibwill primarily depend on
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b)

the price of the shares of the Company on the stckange and the market
environment at the time of the implementation & ¢apital increase. The
Company will ensure that there will be trading utbscription rights so that
shareholders who do not wish to exercise theirguiigon right can sell it.

In connection with the capital increase, the shaldgrs will be granted the
statutory subscription right. In the event thatrehalders do not exercise their
subscription right, arrangements have been matleasthe capital increase can
be placed in the capital markets in the amountsszog to finance the Cash
Consideration. In the Purchase Agreement, TEF $Palgeeed to ensure the full
subscription of the cash capital increase eitheutlh TEF SA itself subscribing
for shares not subscribed to by other shareholdexsercise of their subscription
rights in excess of its own subscription rightsbpTEF SA causing third parties
to subscribe for such shares. In this regard, ttragany has received
commitments from banks in which they agree to stilbsdor up to 23.17% of the
shares from the capital increase on terms usubkimarket. In addition, prior to
the offer of subscription for the shares to theshalders, a precautionary private
placement of shares can occur, which in the coofrfige subscription rights
might otherwise not be placed.

The cash capital increase to be resolved by the&ndinary General
Shareholders’ Meeting will only be implementechié trelevant merger control
authorities have cleared the closing of the Train®ac

Creation of the Consideration Shares
aa) Authorized capital

It is intended that the new shares to be issuefDiy AG as consideration
in connection with the closing of the Purchase &grent (Consideration
Shares) will be created through a capital increase (gsanthorized
capital) by contribution in kind. Technically a "re&id contribution in kind*
is involved, where EPM also receives a considendtiacash, namely the
Cash Consideration, in addition to the ConsidenaBbares.

The Company currently has an Authorized Capital20h the amount of
EUR 558,472,700.00. Pursuant to § 4 para. 3 ofthieles of Association,
the Management Board can, within the existing aughtion, issue up to
558,472,700 shares in TDH AG in connection withitzdjincreases by
contribution in kind with the exclusion of subsdigm rights for the purpose
of acquisitions (including indirect acquisitions)ammpanies, parts of
companies, interests in other companies and ofseta The volume of the
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Authorized Capital 2012/1 will, however, in the apn of the Management
Board, probably not be sufficient in order to cestite number of
Consideration Shares to be issued. Thereforebiirsy proposed to the
Extraordinary General Shareholders' Meeting in dgguoint 2 that
additional Authorized Capital 2014/l be created.

The new Authorized Capital 2014/1, upon the creatbwhich the
Extraordinary General Shareholders’ Meeting wikdéeo resolve,
authorizes the Management Board to increase thre shaital of the
Company by the end of February 10, 2016, with thresent of the
Supervisory Board, by up to a total of EUR 475,000,00 by issuance of
up to 475,000,000 new non-par value registereceshatran issuance price
of EUR 1.00 per non-par value share in exchangedotributions in kind.
The statutory subscription right of the sharehadeitl be excluded in the
authorization resolution.

The Management Board will, in the course of thesiclg of the Transaction,
decide with the consent of the Supervisory Boanghich amount the
respective Authorized Capital will be used in ortiecreate the
Consideration Shares to be issued to EPM.

Since the total amount of the Authorized Capitdl20and the Authorized
Capital 2014/l in sum exceeds 50% of the sharaalagfithe Company as
of the date the resolution is adopted, the new éuigkd Capital 2014/1 can,
against the background of § 202 para. 3 Germark&togporation Act
(Aktiengesetz (AktG)) ("AktG *), only be registered after the cash capital
increase proposed to the Extraordinary Generalebboéders' Meeting under
agenda point 1 has been registered with the conaheggister. The
resolution proposal provides for such an instructmthe Management
Board.

The Management Board currently expects that theuatmaf the share
capital will, after implementation of the cash ¢apincrease pursuant to
agenda point 1, permit the registration of the Autted Capital 2014/1. If,
contrary to expectations, this should not be tlse cthe Management Board
would not file for registration of the resolutiamagenda point 2 of the
Extraordinary General Shareholders' Meeting in edamace with the
instructions contained in the resolution propobathis case — which in the
current view of the Management Board is unlikeljhe amount of the
existing Authorized Capital 2012/I would, howevergesumably be
sufficient to create the number of Consideratioar8t necessary for the
closing of the Transaction.
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bb) Direct resolution excluded

A resolution of the Extraordinary General SharebdtMeeting on the
direct increase of the share capital of the Commngontribution in kind

(8 183 AktG) for the purpose of acquiring E-Plusad possible for legal
reasons. The amount of the capital increase byibatibn in kind, which is
necessary in order that EPM acquires an interead ®% in the Increased
Share Capital of the Company, currently cannotdreltisively determined
due to the preceding cash capital increase. lieieefore not possible to state
the number of shares to be issued and the contibint kind to be

provided for them in the resolution. § 183 AktGwawer, requires this
stipulation in a direct resolution in the meanifig® 182 et seqq. AktG.

An interval in the timing of the resolutions on ttesh capital increase and
the capital increase by contribution in kind by vadywo direct resolutions,
i.e. a resolution on the capital increase by cbation in kind in connection
with a further Extraordinary General Sharehold&tseting to be called
after implementation of the cash capital increasmyld lead to a substantial
delay of the closing of the Transaction. This wodde financial
disadvantages for the Company. In addition, the timerval would make
the placement of the cash capital increase mofiewtf since the
contribution of E-Plus cannot occur directly afiee implementation of the
cash capital increase, since, after the implemientatf the cash capital
increase, a further General Shareholders' Meetmgdwhave to be called
and carried out to adopt the resolution on thectlicapital increase by
contribution in kind.

Closing of the Purchase Agreement

After satisfaction of all closing conditions (sd®se A.lll.1.e)), EPM will subscribe
for the Consideration Shares on the date stipulatédte Purchase Agreement
("Closing Date). Then EPM will assign the New E-Plus KG LimitBartner Interest
(together with all credit balances on account$efgartners) to TDH AG to fulfill the
contribution obligation for the Consideration Slsaa@d TDH AG shall pay the Cash
Consideration into a trust account. The assignragtite limited partner interest will be
subject to the condition precedent of TDH AG beiegistered with the commercial
register as a limited partner of New E-Plus KG kaywf special legal succession.

Subsequently, E-Plus GF, EPM and Telefénica Gernvaryagement GmbH will close
the exit of E-Plus GF and the registration of T@&héfa Germany Management GmbH
as general partner of New E-Plus KG.
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After the registration of TDH AG as limited partneith the commercial register, EPM
can request the payment of the Cash Consideratomthe trust account. The
Consideration Shares are created upon the registr@itthe implementation of the
capital increase by contribution in kind with themamercial register of TDH AG.

Target structure of the Transaction

After the implementation of the two capital increasthe Future E-Plus Group will be
as follows:

limited partner

" 100 %
|
99.99 % 100 %

general partner
— 0%

Other entities Ot::rFs:::teies
of TOH Group E-Plus Group

Post-merger integration

Directly after the contribution of New E-Plus K&GanTDH AG, New E-Plus KG
(E-Plus Transition GmbH & Co. KG) will be a direstibsidiary of TDH AG. The
general partner position will be exercised by TaMfa Germany Management GmbH,
of which TDH AG is the shareholder. TDH AG is curtly reviewing, under strategic,
legal, tax and organizational aspects, whethemamdthis ownership structure should
be changed and optimized after the closing of famJaction. A possible target
structure being discussed in this connection isNeav E-Plus KG could, after
completion of the post-merger integration, be adisubsidiary of @OHG in the legal
form of a GmbH. A decision on the target structame steps for its implementation has
not yet been made.
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Status and further time schedule

KPN has already begun with the Restructuring ofatiginal E-Plus Group (see above
A.11.2.b)) and will continue working on that.

After the adoption of the resolution of the Extidiaary General Shareholders' Meeting
of the Company, the Management Board will initiadlgit for the merger control
clearance for the Transaction. Thereafter, the /gameent Board will cause the
implementation of the cash capital increase withemimplementation and filing time
limit. For this purpose, among other things, thblmation of a securities prospectus is
necessary, which will be followed by the two-weebkscription period.

Together with the filing of the implementation bdktcash capital increase, it is likely
that the Authorized Capital 2014/I will also bestilfor subsequent registration with the
commercial register.

After these registrations have occurred and akothosing conditions are met, the
Management Board will then, in connection with thesing of the Transaction, pass
the resolution on the use of the then existing@uigbd capital, and implement the
capital increase by contribution in kind. In pautar, at the closing of the Transaction,
the major steps described in A.111.3 shall be earout.

The merger control clearance procedure is therefar@al for the progress and timing
of the Transaction. It is not yet possible to makeexact forecast when it will be
granted. The current timetable for the Transadsdrased on the premise that the
implementation of the capital increases will be omgnced in the second quarter of
2014.

Financial and commercial background of the Trarsaction
Assessment of the German telecommunicationsehark

In general, there continues to be intense comepetiti the German telecommunications
market.

a) Mobile market

The German mobile market, with 114.3 million molatxesses (i.e. SIM cards)
at the end of September 2013, was the largest martten the European Union.
In particular, the increasing range of offers okstphones and smartphone tariffs
is leading to a strong growth in mobile data transfin contrast, classic
communications services such as telephony and S¥68nathe decrease.
Competition is increased through falling pricegjulation effects, and a
substitution of classic communication servicestigioother services (in
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b)

particular over-the-top (OTT)). The German mobilarket is an established
market with four mobile network operators. As optenber 30, 2013, TDH
Group, with approximately 19.6 million accessedd lzemarket share of
approximately 17.1% in Germany. In 2012, TDH Graeumpiarket share, with
approximately 19.3 million accesses, was approetydt7.0%. The German
market share of E-Plus as of September 30, 2013ap@®ximately 21.7%, with
approximately 24.8 million accesses. In 2012, suahket share was about
20.7%, with approximately 23.4 million accesses.

There is strong competition from operators withitwgir own network (service
providers (SP), mobile virtual network operatorsM\iMOs) and branded
resellers). Service providers and virtual netwgokrators in Germany have a
strong competitive position, which is differenttha other countries in the
European Union. Approximately 15% of the mobilailatharket (based on the

estimated turnover figures for 2013) is alreadshm hands of independent service

providers and virtual network operators (MVNOs)lsas the Freenet Group,
Drillisch and 1&1.

Fixed-line broadband services

At the end of 2012, in Germany, a total of appraadety 28 million broadband
accesses were in operation. With a share of appiairly 83%, DSL (Digital
Subscriber Line) continues to be the dominant actaxhnology, followed by
broadband accesses of the cable network operafgpsakimately 15%). The
largest DSL provider in Germany is Deutsche Telekd®n The TDH Group and
other significant players on the broadband intemnatket lease the unbundled
loop lines (ULL) from Telekom Deutschland GmbH .adddition, the TDH Group
signed a long-term agreement with Telekom Deutsch@@mbH in 2012, which
guarantees access to Telekom Deutschland’s VD3astticture (Very High
Speed Digital Subscriber Line).

Outlook

The driving force behind the telecommunicationskatim Germany will
continue to be a strong demand by customers fadsaed quality, as well as
seamless and permanent online connectivity for ahanes and other data-
centric devices. The next generation of mobile datavorks, based on the 4G
(Long Term Evolution (LTE)) technology, is alreaglyommercial reality in
Germany. Deutsche Telekom, Vodafone and the TDHu@ewe currently each
building their networks and are in different deyetent phases. Since they have
already made significant investments, Deutschekbateand Vodafone already
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have a lead on the TDH Group. The Transaction sheetve the purpose of
reducing such lead.

Strategic and economic motivation for the Tratisa

Through the Transaction, it will be possible fog fiDH Group and the Future E-Plus
Group (together theExtended TDH Group®) to reduce the lead that the two market
leaders, Deutsche Telekom and Vodafone, have acohtpete more strongly with
them in particular in the high-value customer segimehe Transaction will likely lead
to significant synergy effects (see in more dddalbw in B.Il), the cash value of which
has been determined in the amount of EUR 5.75ibbi(see in more detail below
under E.IV). These ultimately benefit the custoniére Extended TDH Group will,
through the Transaction, be better positioned feasith the investments in the
network infrastructure which are necessary in vidwhe technological development
and market conditions.

a) Expansion of the Long Term Evolution-Network

Through the Transaction, the TDH Group and E-Parsroake the necessary
investments to build a comprehensive and compet#® (Fourth Generation —
Long Term Evolution (LTE)) network more quickly andmprehensively as
compared to stand-alone scenarios. The expansiwtessary in order to address
the increasing use of data and remain generallypetitive in the medium term.
This applies in particular to the large investmehtd Deutsche Telekom and
Vodafone have already made and are planning to mékaegard to building out
their respective LTE(Long Term Evolution) networks.

b)  Customer benefits

Investments in the network quality are a condifmmadequate service to
customers who demand high speeds and quality.othkertumber of mobile users
has, for the most part, remained stable in theyesests. There is, however, a
slight shift of customers from pre-paid offeringsvards contract customers (post-
paid customers). The share of postpaid customeosi@al mobile subscribers in
Germany amounted to approximately 48.0% at theoéi&ptember 2013, as
compared to approximately 46.74% at the end ofcéra12. At the same time,
the market penetration with smartphones, as welbses volume, is growing. As a
result, in sum, the high-value customer segmegtawiing The Transaction
creates the conditions for a better ability to edhis high-revenue customer
segment.

In addition, the TDH Group can, through the Tratisa¢ also strengthen its
position in the low-price segments, since this sagmwill also benefit from the
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d)

improved network quality and a more target-spedifterentiation within the
multi-brand strategy will be possible.

Last but not least, the wholesale customers (sepfioviders, virtual network
operators (Mobile Virtual Network Operators (MVNQ®and distribution partners
with their own brand (Branded Resellers)) and tkad-customers will profit
from the improved network quality.

Fixed-line segment

Through the Transaction, new cross-selling potenéese, since the extended
customer group can access fixed-line serviceseoTthH Group in the future,
while E-Plus at present does not serve that segrRenthis purpose, a long-term
cooperation with Telekom Deutschland GmbH will lsed, which allows access
to Telekom Deutschland GmbH’s VDSL infrastructwvey High Speed Digital
Subscriber Line Infrastructure).

Furthermore, the improved network quality will makeasier to offer additional
fixed-line substitutes in the form of stationaryrigpTerm Evolution (LTE)
products.

Competitive position and scale effects

Since the constantly increasing data volume impesesgrowing demands on
the network infrastructure and substantial investienust be made, the size and,
therefore, the market share, are important foathikty to compete. Without the
Transaction, the TDH Group would face size-relatsddvantages. Through the
Transaction, in addition to the two market leadarthird market player is created
who, with regard to the size and market shareahastter competitive position
than before.

Synergies

Through the Transaction, the synergy potentialsrilesd under B.II. can be
realized.

Strategic alternatives to the Transaction

The primary alternative would be the continuatibthe stand-alone strategy pursued
so far, whereas the scaling effects and synergieglpursued with the Transaction
would not be achievable, and the targeted improwsnaf network quality would only
be achievable to a lesser extent.
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Theoretically, it would be possible to enter ingiwork cooperations with another
network operator. With respect to cooperations withtwo market leaders (Deutsche
Telekom and Vodafone), the TDH Group would haveoas& negotiating position by
sole virtue of the difference in size and the poétipartners’ head-start in investments.
Due to this negotiating position, the TDH Group @sdctustomers could therefore only
very indirectly benefit from the further technologi developments in the mobile
segment. In the case of a purely contractual cabierwith E-Plus, very clear
asymmetries would continue to exist, among othegththrough the differing
frequency packages, infrastructure and strateggditicular with respect to Long Term
Evolution (LTE)), which could not be resolved bynare cooperation. All of this makes
network cooperations in the mobile area improbable.

Potential regulatory consequences of the Transtion for TDH AG

O, OHG and EPM act as telecommunications networkaipes and providers in
Germany and are subject to regulation by the Fédlstavork Agency
(Bundesnetzagentur). Furthermore, according to European and Germgulagons, the
Transaction may only be closed after clearancdeyedlevant merger control authority.

Federal Network Agency

Certain individual steps in connection with thesohg of the Transaction require the
prior consent of the Federal Network Agency. Otheasures must simply be notified
to the Federal Network Agency. The Transaction ahale will therefore be
coordinated with the Federal Network Agency, andlemented on the agreed basis.
Otherwise the Federal Network Agency could potdigti@voke the
telecommunications licenses or frequency use rigktged to the various companies of
the Original E-Plus group. The Federal Network Agewill review, which of the
frequencies issued to the TDH Group and the OridtrRlus Group, can still continue
to be used after closing of the Transaction.

Merger Control Authority

The relevant merger control authority can subjesctliearance decision to conditions or
to the fulfillment of requirements, to the extef@H AG offers such conditions or
fulfillment of requirements to the relevant autlypin order to obtain the clearance.
Conditions precedent must be met before the Traéinosacan be closed. In the event of
imposed requirements or conditions subsequenf ridr@saction may already be closed
before the fulfillment of the requirements or cdratis subsequent. The imposed
requirements or conditions subsequent must, in sash, be fulfilled after the closing,
frequently within a time limit set by the publictaority.

36



Interest of TDH AG in the exclusion of the subgiption rights of the shareholders
Growth Strategy

Through the merger of the TDH Group with E-Plufgraeful, integrated mobile
network operator will be created in Germany, whials the potential, due to significant
economies of scale, to compete in all segmentstiwghncumbent market leaders. For
customers, this means an expanded offering in ugiity products and in a higher
guality network with more capacity. Furthermoreyill be possible to better serve the
increasing demand for high-quality offerings, intmaular in the area of data services.
In addition, the creation of an extensive distritmitnetwork and an enlarged brand
portfolio will be in the customers’ interest.

Synergies

Through the Transaction, significant synergy pogstvill be unlocked, which are
described under the following numbers 1 throughhtse synergies will be realized in
particular in the areas of distribution, custon@wie and network infrastructure.
Additional effects will arise through the creatiohadditional revenue potentials as well
as possibly in the areas of finance and tax. TDHeX@ects to be able to realize these
synergies through the following measures:

Synergies in the area of distribution and custoservice

The combination of both distribution networks wiitrease efficiency in distribution

and customer service, since the best practicestbfdompanies and economies of scale
can be used. Furthermore, a more efficient manageofi@istribution channels and
savings in overhead are possible. TDH AG assunagtie number of shops can be
reduced, which will lead to rent and personnel sasings, as well as to better
conditions for sales commissions and bonuses. Bhrtwe strong, joint multi-brand
positioning, TDH AG can increase the online disttibn and thereby create further
synergy potential. Furthermore, TDH AG assumestti@joint advertising and
marketing budget can be reduced.

Network synergies

TDH AG intends, after completion of the Transactitinpursue through the Extended
TDH Group an agreed and nationally unified rollstsategy for the LTE network
(Long Term Evolution Network). This will make a tasand more cost-efficient rollout
of the LTE Network possible.

Moreover, it will be possible to achieve signifitaavings in the areas of the 2G
(Second Generation - Global System for Mobile Comications (GSM)) and 3G
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(Third Generation — Universal Mobile Telecommunigas System (UMTS)) networks.
This includes a consolidation of the backbone ndtpw&upply network and access
networks, which will reduce the associated opegatixpenses. It is expected that the
associated reduction of 14,000 base stations &l ko synergy effects, for example
rentals, power, maintenance, and transport costthérmore, through the business
combination, it will be possible to make better ngéhe positively scalable transport
agreement with Telekom Deutschland GmbH.

3.  General and administration synergies

It is expected that the acquisition of E-Plus dsdntegration into the Extended TDH
Group will lead to reduced general and adminisiragxpenses, due to process
rationalisation and a continued focus on becomingee lean and agile organization,
among others in the areas of information technglagyninistration and office rent.

4.  Revenue and other synergies

The Extended TDH Group intends, after completiothef Transaction, to take
advantage of opportunities in the area of smallrmedium enterprises on the basis of a
broader and higher quality platform and infrastouetand hereby generate increased
revenues. Furthermore, the Extended TDH Group dstén utilise cross-selling
potentials in the area of high speed fixed broadlzhre to an enlarged customer base.

[ll. Strengthening of the competitive position of TDH AG

Through the acquisition of E-Plus by TDH AG, a astgontegrated provider in the
German telecommunications market is created. Obdkes of customer and turnover
figures of the TDH Group and the Original E-Plu®@y as of December 31, 2012, the
Extended TDH Group would have had access to apmately 43 million mobile

phone customers and aggregated revenues (prionsmkdation) of EUR 8.4 billion.
This would have corresponded, as of December 312,20 an aggregated share of the
German mobile market (based on mobile phone cusg)roéapproximately 37.7%.

The Transaction offers TDH AG a good starting posito compete effectively in the
mid and long term, as the Transaction will creatieir@ telecommunications services
provider who is well situated — in addition to tine market leaders — to offer
competitive and high-quality products and servicethe large and steadily growing
group of demanding and high-value customers. Astme time, the Extended TDH
Group will be able to carry on the challenger mii¢he Original E-Plus Group in the
low price segment.

In sum, the Extended TDH Group will profit from emproved competitive position,
and will be perceived as an even stronger playdréarGerman mobile market.
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Strengthening of the position of TDH AG in thecapital markets and positive
effects on the capital structure

The combination of the TDH Group with E-Plus willengthen the position of TDH
AG in the capital markets. While the free floafl@H AG will be nominally reduced
from 23.2% to 17.4% in connection with the exclastd subscription rights in
connection with the capital increase by contribwiio kind, the absolute number of
shares in free float will increase through the azmgbital increase and the capital
increase by contribution in kind (in each case ectiijo other shifts in shareholdings).
The increased market capitalization should havesitipe influence on the trading
volume and liquidity of the shares in TDH AG. Futimore, the expected synergies of
the Extended TDH Group could lead to an increassdashd for the shares in TDH AG.
Furthermore, due to its increased size as comparégw current TDH Group, the
Extended TDH Group will represent an investmerdratitive to the current market
leader in Germany, Deutsche Telekom AG.

From a debt capital market perspective, the contibimaf the TDH Group with E-Plus
will improve relevant credit metrics for the ExteadTDH Group, under otherwise
identical conditionsdgteris paribus). The combined TDH AG will profit from
increased OIBDA and cash generation capabilitiess feduces the Company’s debt
ratio and increases the difference vis a vis thgetadebt level that was communicated
to the capital markets (ratio of net financial ihteginess to OIBDA < 1.0x). Through
the cash capital increase and the capital incigasentribution in kind, the equity ratio
will be strengthened in relation to the balancesslenount.

Fitch Ratings positively rated TDH AG’s Long-Terssuer Default Rating (IDR) of
"BBB", and confirmed the "stable outlook” of thetirag, following the announcement
of the Transaction, among other reasons due teghgy-financed structure of the
Transaction and the expected stronger cash-flow.

TDH AG's first bond issuance from mid November 2@is» confirmed the positive
view of many investors on TDH AG and its acquisitans. The demand for the
5-year bond with a volume of EUR 600 million wagrsficantly oversubscribed, which
made it possible to reduce the credit spread ictliese of the issuance process.

Appropriateness of the exclusion of subscriptiomights

The exclusion of subscription rights is appropri@ecause the desired objective can be
achieved by such exclusion. The financing of thguaition by a combination of cash
capital increase with subscription rights of thargiholders having an issuance volume
of up to EUR 3.7 billion, as well as a capital e&se by contribution in kind subject to

39



exclusion of subscription rights, is appropriat@thieve the goal of the Company to
acquire E-Plus without the use of external del#rfging.

Necessity of the exclusion of subscription right
Alternatives to the planned capital increase bymixed) contribution in kind

The exclusion of subscription rights is necesshitlydare is no alternative available or
the exclusion of subscription rights is the besy teapromote the goal being pursued by
the Company.

The Management Board has thoroughly reviewed whétieee are alternatives to the
concept selected, and has determined that suchatitees are either not available or
are not appropriate to achieve the company obgcihhave disadvantages as
compared to the concept selected.

Acquisition exclusively for cash consideration
a) Complete financing by cash capital increase wsiitbscription rights

The exclusion of subscription rights of the shatééis in connection with a
contribution in kind could be avoided if the coresigtion to be paid by the
Company were to be paid entirely in cash, and alims necessary to complete
the Transaction were to be obtained by the casitatamcrease subject to the
subscription rights of the shareholders. For vari@asons, this approach is,
however, not feasible.

A cash consideration which is entirely in cash widuhve had the negative
consequence for KPN that, in consideration of @eihg E-Plus, it would not
have indirectly obtained a minority interest in TG, and therefore would not
have been able to participate indirectly in theested positive further
development of E-Plus and the TDH Group in an diitra geographical market,
and this circumstance was reflected in the negotiatof the Purchase
Agreement. As a matter of fact, TDH AG would hawael o, at least partially,
pre-finance these expected further developmenpsuidof the cash consideration.

Moreover, the entire consideration to be paid tdNK#buld have to have been
obtained by means of a cash capital increase.prbcedure would have only
been beneficial to the shareholders if they wemaake use of their subscription
rights in order to avoid a dilution of their pertage interest in the Company.
This would have required a significant contributafrcapital for the shareholders.
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b)

If the shareholders had not been willing to do,ttieg cash capital increase would
have to have been placed on the capital markeis.cbld have led to a
placement volume that was unusually high in theesurmarket environment and
that the market might have only been willing to@bson more difficult
conditions. The cash capital increase requireaiserthe funds for the Cash
Consideration will already be the second largesh @apital increase that a
German stock company has carried out in the lastyfears.

TEF SA is, de facto, making an additional contribin the agreed Transaction
structure, in that it will, after issuance of therSideration Shares, acquire a
portion of these shares from EPM at a relativeghtpurchase price (directly or
indirectly) (see above under A.lll.1.b)). This ceimtition would not have been
possible in this manner in the case of a purchaseely for cash.

(Partial) external debt financing

Theoretically it would have been possible to pagash the portion of the
consideration that is being paid in shares of TD®, And to obtain external debt
financing in order to make such payment.

This alternative was excluded, because of theastaf KPN in having an
indirect interest in TDH AG after closing of theahisaction, as already mentioned
in D.I.1.

Moreover, the incurrence of external debt finandmthe necessary amount
would be adverse to the Company. The capital straaf the Company would be
adversely changed and it would become significamibye difficult in the future

to incur additional external indebtedness to fiaimvestments necessary to
maintain the competitive capacity of the Compartye &bility to make such
investments currently represents one of the sudaess's for companies in the
telecommunications sector. Moreover, through tlearirence of a significant
amount of third party financing, TDH AG would hapessibly exceeded the
target amount of indebtedness communicated toapiéat markets.

Merger of E-Plus into TDH AG

A merger into TDH AG of the Future E-Plus Groupgrdrcompany being acquired is
not being considered, because this entity shoultiroge to exist as an independent
company for various operative, legal, and tax reasA merger would have therefore
initially required further restructuring measures.

In any case, a merger would have had legal trainsadcsks. TDH AG would be the
surviving Company in case of a merger. This wowddehthe consequence that a
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challenge of the merger resolution to be adoptethéygeneral shareholders' meeting of
TDH AG could also be supported on the basis traettchange ratio of the shares
would be too low, to the disadvantage of the shadshs of TDH AG, because the
exclusion of the right to challenge contained it48para. 2 UmwG would not apply in
such case.

Moreover, in order to implement a merger, a muetdacapital increase (with
exclusion of the subscription rights of the shatééxs) would be required in order to
grant the shareholders of EPM an interest in the@amy corresponding to the value of
E-Plus. This is because, considering the valuesaii the parties (see below section E,
in particular section E.IV), the merger ratio wobhlave had to be 46 : 54. In the opinion
of the Management Board, it would have also be#iudli to obtain the consent of

TEF SA as majority shareholder to such a reworkiftpe shareholder structure.

Moreover, the possibility would not have existegh&ry to KPN (indirectly) the desired
cash payment in the amount of EUR 3.7 billion,ddidon to the interest in TDH AG,
since § 68 para. 3 UmwG does not allow cash paymehat amount.

Finally, there were also tax reasons weighing agjdins supposed structuring
alternative, due to the threat to the loss cammyéods at the level of TDH AG.

Spinning off of E-Plus to TDH AG

A spin-off of E-Plus to TDH AG is also not beingnsadered. The same factors that are
unfavorable to a merger apply in this case accghgin

Acquisition of E-Plus by an affiliate of TDH AG

An acquisition of E-Plus by an affiliate of TDH A@&r example by @OHG, rather
than by TDH AG itself, was also not practicable.

a) Acquisition by an affiliate exclusively for casbinsideration

An acquisition by an affiliate of TDH AG exclusiyelor cash consideration
would have also been subject to the difficultiesadly described under D.l.1.a)
and D.1.1.b).

b)  Acquisition by an affiliate for cash consideoatiand grant of an equity interest

If KPN were to be granted a minority interest il #cquiring affiliate (e.g. in
O, OHG) in addition to receiving cash consideratitis would have weakened
the influence of TDH AG on future decisions on tperative level, since not
only TDH AG, but also (indirectly) KPN, would holth interest in @OHG.
More importantly, a (minority) interest of KPN im affiliate of TDH AG would

42



not have been tradable on the capital markets. ®obntribution of E-Plus to
TDH AG allows the issuance of tradeable securdagepart of the consideration.

Effect on the shareholding structure of the cajtal increase against (mixed)
contribution in kind

The intended capital increase against (mixed) dmrtton in kind by use of the existing
authorized capital as well as the authorized chjutbe resolved upon by the
Extraordinary General Shareholders’ Meeting, amdftinther sales of shares (regarding
this see A.lll.2.b) and A.lll.1.b)) contemplatedtire Purchase Agreement, lead to a
change in the shareholder structure. The indirgetést of TEF SA initially decreases
from a current 76.83% to approximately 62.1% andhe event of a complete exercise
of the purchase option (see A.lll.1.b),it would imgase to approximately 65.0%.
Through EPM (and indirectly KPN), the Company gaarfsirther large shareholder,
who initially holds 20.5% of the shares and, in ¢éiwvent of a complete exercise of the
purchase option by TEF SA, would hold 17.6% ofghares in TDH AG. Due to
contractual stipulations, KPN is not allowed tatler increase its indirect interest. It
was agreed in the Purchase Agreement that KPN wiagtxtain, directly or indirectly,
further shares in TDH AG in the next five years.

In the interest of TDH AG and its shareholders,Rhure KPN Group has been made
subject to sales restrictions with respect to tbhasitieration Shares in the Purchase
Agreement: Initially, a general prohibition on sadgplies for 180 days as of the
Closing Date. Thereafter, perpetual limitationglo® sale of shares in TDH AG apply,
pursuant to which the Future KPN Group may onlyIsaited volumes of such shares
on the stock market, and a sale to competitoree@ftompany is prohibited. Transfers
of the shares to the shareholders of KPN in théssoof a dividend distribution are
already permissible at the end of 45 days afteCllsing Date.

Reasonableness of the issue price and reasonalglss of performance and
consideration

KPN will receive, through its indirect subsidiarP®, the Cash Consideration

(EUR 3.7 billion subject to a possible adjustmeseie(under A.lll.1.b)) as well as an
interest in the amount of 24.9% of the Increasear&kapital, as consideration for the
contribution of the New E-Plus KG Limited Partnetdrest. For the purpose of
determining the reasonableness of performance @mglderation, the Management
Board of TDH AG appointed PricewaterhouseCoopersefgesellschaft
Wirtschaftsprifungsgesellschaft, Frankfurt to deiee the objectified business values
of E-Plus and TDH AG, as well as the value of theesgies resulting from the
Transaction, as an independent expert, and to repaaluation report Yaluation
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Report“). The valuation activity was carried out in comapice with Standard S 1 of the
Institut der Wirtschaftsprifer e.V. (IDW/ Germarsiitute of Certified Public
Accountants), "Principles for the Execution of Biess Valuations*, dated April 2,
2008 ('1IDW S 19).

The Management Board has thoroughly reviewed tHeafian Report and adopts the
statements and results contained therein as its iovparticular the objectified business
values of E-Plus and TDH AG, as well as the valugyaergies and their allocation to
E-Plus or TDH AG, as applicable. The Valuation Répoa constituent part of this
report, is attached as an annex and will be putddigin the internet site of TDH AG as
an annex to this report as of the day the Extraargi General Shareholders’ Meeting is
called.

The issue price for the Consideration Shares iesaged in connection with the use of
the Authorized Capital 2014/1 must correspond ®rtiinimum issue amount of

EUR 1.00 per share, as stipulated in the Purchgseefnent. This determination was
an important consideration for KPN in the negodiasi on the Purchase Agreement in
light of the statutory compensatory liabilififferenzhaftung). Notwithstanding the
setting of the issue price at EUR 1.00 per shaeeréasonableness of the consideration
(contribution in kind) must be assessed accordiritpé economic value. This is
indicated in the statements concerning the valonaiforDH AG and of E-Plus. The
Management Board of TDH AG will, in addition, pritar using the authorized capital,
obtain a fairness opinion which must comply withNCstandard S 8 ("Principles for
the provision of fairness opinions*). This is algulated in the Purchase Agreement,
and supplements the valuation of the non-cash iboion required by law.

In the following, first the method of valuation ¢sk) will be described and then the
results of the valuations of E-Plus and TDH AG (Beand 1ll.), each on a stand-alone
basis, as well as the results of the valuatiomefsynergies, and their allocation among
TDH AG and E-Plus, resulting from the Transactiseg(1V.), will be described.

Method of valuation

The value of a business can, in the framework &/18 1, be determined by either the
discounted earnings method or the discounted ¢astnfiethod. Both methods are
recognized in legal precedents and are basicallivalgnt. When using the same
financing assumptions, they lead to identical nssodsed on identical net income of the
shareholders, since they share the same theoreéise (capitalization of future
benefits). The determination of the objectifiedibess values of E-Plus and TDH AG
was made on the basis of the discounted earningsoche
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Pursuant to this valuation method, the presentevafihe financial surpluses generated
by the operating assets of the business are detedrfirst. Assets (including liabilities)
that could be separated from the business andagtiidut impairing the pursuit of the
business objective, are classified as non-operatsgts of the business. The value of a
business generally equals the sum of the pres@mwaf financial surpluses that can

be derived from the operating and non-operatingtass

The forecasts of the relevant company are thargggobint of any business valuation.
These are first tested for plausibility on the basdihistorical earnings and normalized
by the elimination of exceptional effects. Subserjue this detailed planning period
(Phase I), the business planning of Phase | isecaiorward with the sustainable
growth rate in Phase Il. The projected figuresthem carried over into the expected net
distributions to the shareholders, subject to taxesarnings. The net distributions are
then discounted to the valuation date, which isdidne of the Extraordinary General
Shareholders’ Meeting (February 11, 2014). Thealistrate consists in Phase | of the
risk-free interest rate derived from the yield sture curve of the German Central Bank
(Deutsche Bundesbank) for risk-free bonds, and the risk premium. Théelawas
calculated according to the Tax-CAPM-Model, by npl¥ing the beta factor of the
enterprise being valued, which reflects the maris&tof such enterprise, by the market
risk premium. In addition, the possibility of theogth of the financial surpluses in
Phase Il is to be judged and to be considered &maluation standpoint as a growth
allowance in the discount rate.

E-Plus

In order to determine the cash value of the fusumpluses, the forecasts of EPM for the
financial years from 2014 to 2018 (Phase |) weséetkfor plausibility on the basis of
an analysis of historical results of the years 28dd 2012, as well as the forecast for
2013 ('Past Results EPM). In this way, the forecasts and Past Results Erdve
cleared of exceptional and non-recurring itemsr{radized). In this way the forecasted
EBITs for Phase | were determined. For the subsedrigase Il (so called "perpetual
annuity*), the forecasted results of the last y#dPhase | were carried over, adjusted
by a sustainable growth rate as well as a reinvastmate (which corresponds to
depreciation in the time period of the perpetualaty). Interest income and expenses
were determined on the basis of a separate fingplaianing. In connection with the
determination of the business value, it has todsemed that the planned financial
surpluses according to the plans will be distridute the extent no prohibitions against
distribution apply pursuant to commercial law. Thsulting interest of the perpetual
annuity was adapted to the assumed financing steicthe forecasted EBIT values
were carried over, taking into account the incoaxe$ of EPM and its shareholders,
into the expected net distributions to the shadrsl
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The future financial surpluses were to be discalimtgh the discount rate on the
technical valuation date (December 31, 2013), hed tapitalized to the valuation date
(February 11, 2014).

On the basis of the discounted earnings methodbpgattified business value of E-Plus
in the amount of EUR 5.946 billion, as of the vaioia date, was determined.

The business value determined by the discountednegs method was reviewed for
plausibility on the basis of multiples. Taking irdocount net indebtedness, a range of
the business value between EUR 3.662 billion an& EW895 billion was determined
using EBITDA multiples (trading multiples), andange of business values between
EUR 4.146 billion and EUR 10.421 billion was detared using transaction multiples.
The business value determined according to th@drged earnings method lies within
this range.

lll. TDH AG

In order to determine the cash value of the fusumpluses, the forecasts of TDH AG

for the financial years from 2014 to 2018 (Phasedje tested for plausibility on the
basis of an analysis of historical results of tearg 2011 and 2012, as well as the
forecast for 2013 Past Results TDH AG). In this way, the forecasts and Past Results
TDH AG were cleared of exceptional and non-recgritems (normalized). In this way
the forecasted EBITs for Phase | were determinedthe subsequent Phase Il (so
called "perpetual annuity”), the forecasted resoftthe last year of Phase | were carried
over, adjusted by a sustainable growth rate asagedl reinvestment rate (which
corresponds to depreciation in the time periodhefgerpetual annuity). Interest income
and expenses were determined on the basis of easefiaancial planning. In
connection with the determination of the businesdse;, it has to be assumed that the
planned financial surpluses according to the plailide distributed, to the extent no
prohibitions against distribution apply pursuanttanmercial law. The resulting

interest of the perpetual annuity was adapteda@tsumed financing structure. The
forecasted EBIT values were carried over, taking atcount the income taxes of

TDH AG and its shareholders, into the expecteddrgttibutions to the shareholders.

The future financial surpluses were to be discalimtgh the discount rate on the
technical valuation date (December 31, 2013), hrd tapitalized to the valuation date
(February 11, 2014).

On the basis of the discounted earnings methodsiméss value of TDH AG in the
amount of EUR 7.059 billion, as of the valuatiotejavas determined.

The business value determined by the discountednegs method was reviewed for
plausibility on the basis of multiples. Taking irdocount net debt, a range of business
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values between EUR 4.361 billion and EUR 7.756drillvas determined using
EBITDA multiples (trading multiples), and takingtinaccount net debt, a range of
business values between EUR 4.978 billion and EQRSY4 billion was determined
using transaction multiples. The business valuerdehed according to the discounted
earnings method lies within this range.

For the plausibility test, the market capitalizataf TDH AG in the three month period
before announcement of the Transaction (April ZB,3to July 22, 2013) Reference
Period‘) was determined. On the basis of the volume-wieidlaverage trading price
(EUR 5.67) during the Reference Period, the mar&kte of TDH AG is

EUR 6.333 billion. Using the lowest and highestling prices, the range of the market
value of the Company during the Reference Peribgigween EUR 5.864 billion and
EUR 6.936 billion.

Synergies

The valuation of the synergies is based on thergymdanning of the Management
Board of TDH AG, which expects synergies in theaaref distribution, customer
service, network infrastructure and operations el ag further areas (see above under
B.11). Only synergies that will be realized on tlegel of Extended TDH Group were
considered. Potential synergy effects within thdexigroup of TEF SA were excluded.
The synergy planning was tested for plausibilityvaluing the planned synergies, the
discounted earnings method was used. In connewiibrdetermining the capitalized
earnings value it was assumed, that the measuezlyimd) the evaluation occasion has
already occurred. That way this is a valuationeafl synergies. In this context, the
additional net proceeds to the shareholders raguitom the future realization of the
synergies on the basis of the forecasted resués taikes, were applied. The discount
rate used for the discounting consists of the wemlaverage of the discount rate used
in the valuation of TDH AG and E-Plus, plus an &éddal risk premium, in order to
take into account the special risks of the plarsyeergies.

Thereby, an earnings value of the synergies, abglamuary 11, 2014, was calculated to
be in an amount of EUR 5.754 billion.

A definitive allocation of the individual synergies E-Plus or TDH AG, as the case
may be, was not and is not possible, since thenrdton that would be necessary for
such allocation may currently not be made availalgl&-Plus due to restrictions of
competition laws. For that reason, the entire valuthe synergies had to be divided at
a flat rate among E-Plus and TDH AG.

For this procedure, the proportion of the standvalbusiness values determined in the
course of the valuations was used. This methodafation of the synergies is based
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on the assumption that the planned synergies casdtized in relation to the future
earnings that the two businesses will contributinéoentire business. The distribution
of the earnings value of the synergies was maderdicg to a ratio of the business
values of 46 : 54, determined on a stand-alonestzasiording to IDW S 1. Based on
this, a business value on the valuation date imtheunt of EUR 8.577 billion was
determined for E-Plus, and a business value omahmtion date in the amount of
EUR 10.182 billion was determined for TDH AG, irchacase by pro rata allocation of
the synergies.

In addition, the limit price that TDH AG may payrfine acquisition of E-Plus was
calculated. For this purpose, the earnings valubesynergies was completely
allocated to the business value of E-Plus. Thiglt®g an enterprise value of E-Plus,
from the perspective of TDH AG, of EUR 11.700 loifii

The use of real synergies in connection with tHaatson complies with the valuation
standard IDW RS HFA 10 for the valuation of shatdimgs for accounting purposes.
This standard will also be applied in connectiothwie capital increase by
contribution in kind by the court-appointed appeaisf the capital increase by
contribution in kind (8 183 para. 3 AktG).

Summary

The objectified business value determined accorthri®W S 1 on a stand-alone basis,
i.e. without consideration of the planned synergieermined by the Management
Board of TDH AG, which can first be realized thrbutye Transaction, amounts to
EUR 5.946 billion for E-Plus and EUR 7.059 billilor TDH AG. The capitalized
earnings value of the synergies amounts to EUR4SoABoN. This results in a
capitalized earnings value of TDH AG, after closofghe acquisition of E-Plus, of
EUR 18.759 billion.

The consideration to be paid to EPM for the contitn of E-Plus has a value of

EUR 8.371 billion (cash consideration in an amafrEUR 3.7 billion plus

EUR 4.671 billion; the latter sum corresponds t®2é of the capitalized earnings
value of TDH AG after completion of the acquisitiand thereby represents the value
of the interest of 24.9% in the Increased Sharet@ap

The earnings value of E-Plus, including proportiynallocated synergies, amounts to
EUR 8.577 billion, and thereby lies above the vaitithe consideration to be paid by

TDH AG. The limit price for the acquisition of E4® amounts to EUR 11.700 billion

and, therefore, significantly exceeds the valuthefconsideration to be paid by

TDH AG (EUR 8.371 billion).
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The Management Board is convinced, after duly cotetlreview, that the

performance by EPM, i.e. the value of E-Plus, andhe hand, and the consideration to
be paid by the Company (Cash Consideration andi@enasion Shares), on the other,
are in reasonable proportion to each other.

Proportionality of the exclusion of subscriptionrights

The exclusion of subscription rights of the shatééis in the resolution on the
authorization of the Management Board to increaseshare capital by up to

EUR 475,000,000.00 by the issuance of up to 47500@0new non-par value shares
against contribution in kind, is proportional:

No economic dilution

The value of the interest of the shareholders itHTAL will not be economically

diluted since the relationship between performarkconsideration is reasonable.
TDH AG is receiving a value through the contribatwf E-Plus, which is at least as
high as the value of the Consideration Sharesthri€ash Consideration to be paid
and therefore represents a reasonable consideratiereconomic value of the interests
of the current shareholders will not be dilutedhie course of the planned capital
increase from the authorized capital by contributiokind.

Overriding interest of TDH AG in the acquisitio n of New E-Plus KG Limited
Partner Interest

The exclusion of subscription rights in connectiath the capital increase against
contribution in kind, made possible by the AuthedzZCapital 2014/1, will necessarily
lead to a dilution of the percentage interest efgshareholders of TDH AG. This
dilution of the percentage interest, however, ssand reasonable proportion to the
interest of the Company in the purpose being purstu®ugh the acquisition of E-Plus,
and is therefore justified.

Summary

The exclusion of subscription rights is appropreate necessary to achieve the purpose
being pursued, and reasonable, since the valuedfridirect) performance (E-Plus) to
be brought by KPN amounts to at least as mucheasdhsideration to be paid by

TDH AG (Cash Consideration and 24.9% interest énltitreased Share Capital).

Taking this into consideration, the interest of TBB in the acquisition of E-Plus
justifies the dilution of the percentage interefsthe shareholders resulting from the
exclusion of subscription rights.*
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Report of the Management Board on agenda point 3

With respect to point 3 of the agenda, the ManageiBeard has submitted a report pursuant
to § 221 para. 4 sent. 2 in conjunction with § p&86a. 4 sent. 2 AktG, the main content of
which is published as follows:

» The Management Board submits the following report concerning the proposed authorization
for exclusion of subscription rights, pursuant to 88 221 para. 4 sent. 2, 186 para. 4 sent. 2
AKG:

The authorization proposed in agenda point 3 regléite authorization for the issuance of
convertible bonds, option bonds, participation tsgéind/or profit-participating bonds, as well
as combinations of these Instruments, granted é¥@meral Sharholders' Meeting on
October 5, 2012. From the point of view of the Camy the authorization from October 5,
2012 does not sufficiently assure the desired legdhinty. For that reason, the old, still
unused authorization should be cancelled and regladth a new authorization. The core
aspects of the authorization from October 5, 2@M2ain unchanged, in particular the number
of the option and conversion rights, and thereleysitope of the conditional capital increase,
as well as the term of the options or the partiogparight capital. The same applies in
significant part to the guidelines for the convensor subscription price of the shares.

The proposed authorization under agenda point hérssuance of convertible and/or option
bonds, convertible and/or option participation tggand/or profit-participating bonds, as well
as combinations of these Instruments, puts the @agnm a position to also obtain capital by
the issuance of bonds, as well as participatiamsigvhich are endowed with option or
conversion rights for shares in the Company. Atstlime time it should also be possible to
iIssue conversion bonds, as well as conversion pights, which are endowed with
conversion obligations for shares of the Companythiermore, the Company should also be
enabled to issue participation rights or profittggpating bonds. Convertible bonds, option
bonds, convertible participation rights and/or optparticipation rights are hereinafter also
referred to as "Financial Instruments”. Finanamsttuments, participation rights and/or profit
participating-bonds are also hereinafter refercedst "Instruments".

The Company should have a high level of flexibilityits financing by being able to issue
Instruments. In order to be able to make optimalafghis flexibility in the interest of the
Company, the Management Board should be authotizerclude, with the consent of the
Supervisory Board, the subscription rights of tharsholders with respect to the Instruments
in certain cases. The proposed authorizationsdluéa subscription rights are in the interest
of the Company, are necessary, appropriate andrrabke. In detail:
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Authorization to exclude subscription rights in nention with fractional amounts

First the Management Board is authorized to excludlé the consent of the
Supervisory Board, fractional amounts that resoltnfthe subscription ratio, from the
subscription rights of the shareholders. The aightion to exclude subscription rights
with respect to fractional amounts allows the iss@aof Instruments, while maintaining
a practical subscription ratio, and thereby singdithe settlement of the subscription
rights of the shareholders.

Authorization to exclude subscription rights in nention with the acquisition of
companies, etc.

An exclusion of the subscription right should ab&opossible when the Instruments are
issued in connection with the acquisition of companinterests in companies, or parts
of companies. The Company should thereby be pilaiposition to use loans granted
by the seller to finance the purchase price, asd @l structure such loans as
Instruments. If the relevant lenders are promiseu/ertible or option rights for shares
of the Company, or the participation in future jibf the Company in connection

with participation rights or profit-participatingphds, it is frequently possible to obtain
a lower interest rate than in the case of loart®oads without this additional feature.
Furthermore, the authorization to exclusion of supsion rights gives the Company in
these cases the possibility to grant the sellentanest in the Company that is subject to
a delay. This can lead to a reduction of the pwsetmice in our experience, because the
seller obtains the possibility of participatingtire success of the Company.

Furthermore, in this manner, co-operations thapareof the purpose of the acquisition
can be first financially underpinned and then upered on a corporate law level.
Conversion and option rights linked to Financiatioments which are issued against
contributions in kind may not be satisfied outlod tonditional capital, according to the
prevailing opinion. If this opinion is adhered then either a use of treasury shares or a
capital increase by contribution in kind is reqdifer this purpose. In the latter case,
the claims out of the Financial Instrument area@acbntributed as a contribution in

kind, in which case the impairment test shouldudel an assessment of whether such
claims have full value. If the precedent issuedigyMunich High Regional Court is
followed (OLG Minchen Az. 31 Wx 312/13, decisionS#Eptember 19, 2013, printed,
among other places, in ZIP 2013, page 1913), thditonal capital can also be used if
the Financial Instruments were issued against irions in kind. The authorization
can also be made useful if the seller reinvestsragm of the purchase price in
Financial Instruments, in particular those withwension rights. In this case the
procedure will be disclosed to the Registry Coamt] a review will be conducted, both
of the original transaction that constituted tharse of the funds used to acquire the
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Financial Instruments, as well as of the valuehefdlaims out of the Financial
Instruments.

Authorization to exclude subscription rights in nention with option and conversion
rights already issued for dilution protection puwses

Furthermore, the Management Board is authorizedisto exclude, with the consent of
the Supervisory Board, subscription rights to tkiewet it would be necessary to grant to
the holders or creditors of then outstanding optights, convertible bonds and
convertible participation rights, a subscriptioghti for Instruments in an amount that
they would be entitled to after exercise of thevaysion or option rights, as well as
after fulfilment of the conversion obligation. THigther authorization of the
Management Board to exclude, with consent of theeBuisory Board, the subscription
rights in order to grant a dilution protection k@ tholders or creditors of the Financial
Instruments already issued by the Company, is basélde following considerations:

The holders or creditors of the Financial Instrutae¢a be issued by the Company or
one of its affiliates are usually granted a dilotmrotection when the Company raises
its share capital, subject to the grant of subfongrights to its shareholders, during the
conversion or option period, or increases the sbapéal out of the Company's own
means or issues further Instruments or grants ajbigon rights. In capital markets
practice, the dilution protection is granted eitttgough adjustment of the conversion
or option conditions (payment of a compensatiocash, reduction of any additional
amount, as well as adjustment of the exchange)ratidy the granting of subscription
rights on the new Instruments. The Management Baeitd consent of the Supervisory
Board, determines which of the two possibilitieafgpropriate shortly before use of the
authorization to issue further Instruments.

In order not to be limited to the first alternativem the beginning (payment of a
compensation in cash, reduction of any additionadant, as well as adjustment of the
exchange ratio), the Management Board should beeréd to exclude the
subscription rights of the shareholders on the msivuments, with consent of the
Supervisory Board, to the extent it is necessagramt holders of already issued
Financial Instruments a subscription right in tbhepse that they would be entitled to, if
they had made use of their exchange or optiongigbfore the issuance of the new
Instruments. The new Instruments to be issued leh® of Financial Instruments
subject to exclusion of subscription rights willissued to them on the same conditions
as they are offered to shareholders of the Comfrsubscription.
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Authorization to exclude subscription rights un8&86 para. 3 sent. 4 AktG, by
analogy

The subscription right can also be excluded byMaeagement Board, with the consent
of the Supervisory Board, as long as the relevasuance of Financial Instruments is
made at a price that is not significantly less tther theoretical market value. Through
such exclusion of subscription rights, the Compiargnabled to take advantage of
favourable capital market situations on short tand to issue the Financial
Instruments in a private placement or a publicraffg Through this mechanism of
exclusion of subscription rights, the interestshef shareholders are maintained.

The volume of shares to be issued in connectiohn thi2 exercise of the conversion or
option rights of Financial Instruments issued uraausion of the subscription rights,
is limited to 10 % of the share capital of the Camyp whereas the lesser of the
following two amounts is to be applied: the nomiaalount of share capital at the time
the authorization becomes effective, or the nomanabunt of the share capital at the
time of the exercise of the authorization. Thedwaihg are offset against the total
amount: (i) those shares out of the authoriseda&apind subscription or conversion
rights due to other authorisations, issued or disgmf during the term of this
authorisation under exclusion of the subscriptightrin accordance with § 186 para. 3
sent. 4 AktG or with corresponding applicationtaktrule, as well as (ii) those shares
that were acquired subject to the exclusion ofednalders’ disposal rights in
corresponding application of § 186 para. 3 seitkis. Thereby the shareholders are
protected from a dilution of their percentage owsh@y interest.

The shareholders are protected from an economitiatil of their shareholding, since
the Financial Instruments are issued at a priceishaot significantly lower than their
theoretical market value. In order to satisfy thespiirements, the Management Board
will determine the market value of the Financiatinments with due care, if necessary
by engaging an investment bank or auditing firmsiach purpose. The Management
Board will keep the discount from the market vahgesmall as possible when setting its
price, under consideration of the relevant situaiiothe capital markets. Because the
authorization requires that the issue price detegthnot be significantly lower than the
determined market value, the value of the (exclugaliscription right tends to be
approximately zero, i.e. the shareholders do npee&nce any economic disadvantage
through the exclusion of subscription rights, esgdcbecause they can maintain their
percentage ownership interest through the additimm@hase of shares on the stock
exchanges. Independent of the review by the ManageBoard, a market appropriate
determination of the conditions resulting in theidance of a significant dilution of
value can be made through the implementation afokbuilding process. In this
procedure, the Instruments will not be offered fixed issue price; rather the issue
price, or as the case may be the individual cammstiof the Instruments such as interest
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and conversion or option price, will be determin@dthe basis of the indications of
interest to purchase submitted by investors. s it@nner, the total value of the
Instruments will be determined close to the mar&ss.”

Documentation

The reports of the Management Board on agenda Bant agenda point 3 can be accessed
on the internet at www.telefonica.de under InveRelations/EGM after the invitation to the
General Shareholders' Meeting.

These documents are also available for inspectydhdshareholders at the registered offices
of the Company, Telefoncia Deutschland Holding A&prg-Brauchle-Ring 23 — 25, 80992
Munich. As a special service, the Company will fard/the above documents upon request to
the shareholders. Such request has to be addresdezlefénica Deutschland Holding AG,

c/o Haubrok Corporate Events GmbH, Landshuter Allge80637 Miinchen, Deutschland,
E-Mail-address: unterlagen@haubrok-ce.de, Telefd2:(0)89-210 27 298. Please note that
the statutory obligation in this regard is fulfdi&y making these documents available on the
Company's internet website.

Total number of shares and voting rights

The share capital of Telefonica Deutschland Holdw&amounts to EUR 1,116,945,400.00
and is divided into 1,116,945,400 non-par valuegesharl he total number of shares and voting
rights amounts to 1,116,945,400. These figuresed¢tathe date of publication of this
invitation in the Federal GazettBundesanzeiger).

Conditions for attendance and exercising voting rigts

The conditions for attendance are determined ioraeace with 88 121 et seq. AktG and

88 23 and 25 of the Articles of Association. Thekareholders who are registered in the
shareholders’ register on the date of the registrateadline and who have registered for
attendance in due time are entitled to attend #ee@l Shareholders' Meeting and exercise
their voting rights.

The registration must be received at the followanigress at least six days before the General
Shareholders' Meeting, i.e. no later than 24:0@{nght) CET (Central European Time) on
February 4, 2014

Telefénica Deutschland Holding AG
c/o Haubrok Corporate Events GmbH
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Landshuter Allee 10

80637 Minchen

Deutschland

e-mail address: anmeldung@haubrok-ce.de
Telefax: +49-(0)89-210 27 288

The registration must be made in text form and alag be transmitted by fax or e-mail. To
facilitate registration, a registration form wikklsent to shareholders together with the
notifications pursuant to § 125 AktG. Shareholdeey also request a registration form from
the address specified above.

Please note that, pursuant to § 23 para. 1 and Dafahe Articles of Association, no
deletions from or registrations with the sharehdtesgister may be made on the day of the
General Shareholders' Meeting or during the sisgagceding the date of the General
Shareholders' Meeting, i.e. from 00:00 CET on Faty®, 2014 until 24:00 CET on
February 11, 2014. Trading in shares is not limithd shares are not blocked.

Admission tickets will be sent to all shareholdets register in due time.

Proxy voting

Shareholders are entitled to voty by proxy, e.g.aliinancial institution, a shareholders’
association, or by any other person of their choite grant and revocation of the proxy
authorization as well as the evidence of proxy aiation to the Company must be provided
in text form (8 126b of the German Civil Code (BGHB 135 AktG remains unaffected.
Evidence of proxy authorization may also be setihédoCompany by e-mail to the following
e-mail address: vollmacht@haubrok-ce.de. A formcwishareholders may use for granting a
voting proxy will be sent to shareholders togethigh their admission tickets as well as upon
such a request to

Telefénica Deutschland Holding AG

c/o Haubrok Corporate Events GmbH
Landshuter Allee 10

80637 Minchen

Deutschland

e-mail address: vollmacht@haubrok-ce.de
Telefax: +49-(0)89-210 27 288

The form may also be downloaded from www.telefordeaunder Investor Relations/EGM.

We also offer our shareholders prior to the Genghalreholders' Meeting the opportunity to
authorize a proxy nominated by the Company forGeeeral Shareholders' Meeting who will
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vote in accordance with the voting instructionshe shareholder. Details are provided in the
documents sent to the shareholders pursuant t& RiZ5. In addition, more information on
voting via the proxy nominated by the Company ab agea form for granting a proxy
authorization and issuing instructions to the progyninated by the Company are also
available to shareholders on the internet at wwefdaica.de under Investor Relations/EGM.

Requests or election proposal from shareholders

Pursuant to 8 122 para. 2 AktG, shareholders wbos®ined shares amount to at least one
twentieth of the share capital or a nominal valilEWWR 500,000 may request that additional
points be added to the agenda and published. ®qgclests must be made to the Management
Board (Telefénica Deutschland Holding AG, Manageniward, Georg Brauchle Ring 23 —
25, 80992 Munich) and must be received by the Cowypa later than 30 days prior to the
General Shareholders' Meeting (not counting theadalge General Shareholders' Meeting
and the day of receipt), i.e. by no later than @4r@idnight) CET on January 11, 2014.

Pursuant to 8 126 para. 1 AktG, any shareholddre@Company may submit a counter-
proposal to a proposal made by the Management Boathbr the Supervisory Board relating
to a specific point on the agenda. Counter-progasaist be made available on the website
subject to the provisions of § 126 paras. 1 andkt@ZAprovided they have been received by
the Company at the address provided below no tlaéer 14 days prior to the General
Shareholders' Meeting (not counting the day ofGkeeral Shareholders’ Meeting and the
day of receipt), i.e. by no later than 24:00 (mgit) CET on January 27, 2014.

Moreover, any shareholder may propose electioneshbers of the Supervisory Board and
auditors subject to the provisions of § 127 Akt@Gdion proposals must be made available
on the website subject to the provisions of 88 42d 126 para. 1 and para. 2 AktG, provided
they have been received by the Company at the sslgrevided below no later than 14 days
prior to the General Shareholders' Meeting (nontiog the day of the General Shareholders'
Meeting and the day of receipt), i.e. by no labemt 24:00 (midnight) CET on January 27,
2014.

Counter-proposal or election proposals from shddehe must be sent to the following
address:

Telefénica Deutschland Holding AG

Investor Relations

Georg-Brauchle-Ring 23 — 25

80992 Minchen

Telefax: +49-(0)89-2442-2000 or to the following
e-mail address: Hauptversammlung@telefonica.com
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No counter-proposals or election proposals otheraddressed will be considered.

More information on the rights pursuant to 88 12Pap 2, 126 para. 1 and 127 AktG is
available to shareholders at www.telefonica.de uhudeestor Relations/EGM. Requests and
election proposals from shareholders that are requo be made available will be made
available under the aforementioned internet address

Right to obtain information

Please note that pursuant to 8 121 para. 3, semb. 3 AktG, all shareholders are to be given
information on Company matters by the Managememr@oapon request at the General
Shareholders' Meeting, provided such informatiomeisessary in order to properly assess an
point on the agenda. More information on the rightebtain information pursuant to § 131
para. 1 AktG is available to shareholders at wweft@ica.de under Investor
Relations/EGM.

Information on the Company’s website

All information required to be published pursuangt124a AktG is available at
www.telefonica.de under Investor Relations/EGM.

Inquiries

To facilitate preparations for the General Sharééd’ Meeting and to ensure a response
from the Company to inquiries regarding the Gengradreholders' Meeting that is as quick
as possible, we ask that you direct your inquisi@sly to:

Telefénica Deutschland Holding AG

Investor Relations

Georg-Brauchle-Ring 23-25

80992 Minchen

Telefax: +49-(0)89-2442-2000 or to the following
e-mail address: Hauptversammlung@telefonica.com

Munich, December 2013

Telefonica Deutschland Holding AG
The Management Board

57



