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ABOUT THIS REPORT

ABOUT THIS REPORT

"Act responsibly. Enable sustainability.” is the title of our latest CR
report. We chose this title to emphasize our commitment to sustainable
activity along the entire value chain and to highlight the potential that
our products and services hold when it comes to addressing environ-
mental, economic and social challenges.

Deutsche Telekom has been involved in CR reporting for more than

20 years. The CR report is a central communication tool for keeping our
internal and external stakeholders informed of the challenges we face
and the progress we have made as a responsible company committed
to sustainability. The latest report focuses on the key activities and
developments in 2016.

REPORTING PERIOD, SCOPE OF APPLICATION AND TARGET
GROUPS

All quantative data and figures as well as all relevant results and activi-
ties pertain to 2016. Any deviations are marked accordingly. The 2016
CR Report is a Group report that includes many national companies in
which Deutsche Telekom holds a majority stake. This report ties in with
the 2015 CR Report.

The current report specifically addresses Deutsche Telekom's stake-
holders. These include analysts and investors, CR ranking and rating
agencies and NGOs as well as customers, employees, business part-
ners and representatives from the worlds of business, science, research,
education and politics.

LOOKING BACK ON DEUTSCHE TELEKOM’S CR REPORTING
Deutsche Telekom has been reporting on its sustainability activities

in various publications since 1996. From 2003 through 2006 we pub-
lished a combined annual HR and Sustainability Report. An interim
report issued in 2007 formed the transition to our current CR reporting.
Since 2008 the Telekom Group has been publishing a comprehensive
CR Report each year.

OUR ONLINE REPORT: FOCAL POINTS AND CONTEXT

We have been publishing our CR Report exclusively online since the
2010/2011 reporting year to meet the requirements and user prefer-
ences of our stakeholders. The online 2016 CR Report has been
available since April 20, 2017 in German and English. Interest in our CR
report is high. This is reflected in the fact that more than 2,600 visitors
were still accessing our 2015 CR Report in February 2017.

The initial pages of each section start with an introduction and an over-
view of relevant events and developments on that topic. The subsequent
pages are structured as follows:

= Sustainability relevance: This explains what makes the topic signifi-
cant to sustainable development and to Deutsche Telekom's long-
term business success.

= Management approach: This section starts with an overview of the
key goals, measures and monitoring activities summarized in a
table. It then goes on to explain how Deutsche Telekom approaches
key sustainability topics, what its goals are and how it intends to
achieve them. The management tools, policies and guidelines used
to this end are presented, internal and external standards listed and
the latest organizational developments explained.

= Progress: Examples demonstrate how Deutsche Telekom has con-
tributed to positive development in the the reporting period and
worked to prevent or reduce negative impacts.

The report also includes information on CR facts as well as special
pages for investors and rating agencies. These provide background
information on a variety of topics that can be accessed directly from the
text via links. Readers can also access the "CR facts" section at any time
by clicking in the footer. A download area, search and dialog functions
and an interactive benchmarking tool make it even easier to navigate
the report. What's more, the info cart lets readers select different
content and create a customized PDF file.

This year we will again be publishing a CR brochure on selected areas

in which we made progress during the reporting period. We have been
using the We Care app magazine to get a broad target group interested
in corporate responsibility and motivate them to participate.

SELECTION OF KEY TOPICS FOR THE 2016 CR REPORT

We conducted an extensive materiality process to help us identify
material issues to be addressed in the report. The process is a regular
component of our annual CR reporting activities that helps us identify
the topics with maximum relevance for us and our stakeholders.

STRUCTURE OF THE CURRENT REPORT

The online 2016 CR Report has been structured as a progress report.
It focuses on the essential developments during the reporting period,
which are discussed in five central reporting sections.

= Customers and products
= Society

= Employees

= Suppliers

= (Climate and environment
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These are complemented by three additional sections:

= The Strategy and management section describes the management
of CR processes and the Group-wide integration of Deutsche
Telekom's CR strategy.

= The majority of our national companies whose CR activities are
described in this report have their own profile page. The profile
pages can be found under the "National companies" menu option.

= |nthe Indicators section, consolidated and commented indicators
provide information about our progress in the past few years.

ADDITIONAL SOURCES FOR CR-RELEVANT CONTENT

In addition to the 2016 CR Report we also use our Annual Report and
our Data Privacy and Data Security Report to provide information on our
corporate responsibility. We also report on Deutsche Telekom's current
CR activities on the Group's website under the heading Responsibility.
The national companies provide information about their CR commit-
ment on their Internet portals and in their own publications.

We have added links to other internal and external websites in order to
minimize the complexity of our report and give readers access to back-
ground information and details. Readers will find information provided
by our national companies on their profile pages in the 2016 CR Report,
for example.

ASSURANCE ENGAGEMENT

Selected indicators in the 2016 CR Report from Germany as well as
from our national companies T-HT Hrvatski Telekom (Croatia), Slovak
Telekom (Slovakia), OTE and Cosmote (Greece) and T-Mobile US were
the subject of an assurance engagement by auditing firm Pricewater-
houseCoopers (PwC).

Based on the guidelines of the internationally recognized GRI-G4 (core)
standards published by the Global Reporting Initiative, all of the indica-
tors marked in the GRI content index have been reviewed by an inde-
pendent auditing firm. The independent assurance report can be found
under the assurance report menu item. All reviewed content of this
report is marked with the symbol ,©" and will remain effective until the
next CR report is published.

IMPLEMENTATION OF HIGH INTERNATIONAL REPORTING
STANDARDS

Deutsche Telekom’s 2016 CR Report complies with the guidelines

(G4 core) of the Global Reporting Initiative (GRI). It also serves as a
Communication on Progress (CoP) from Deutsche Telekom as part of
the United Nations Global Compact. The Global Compact CoP provides
an overview of specific measures used to put the Global Compact
principles into practice. Deutsche Telekom also prepares an extensive
Declaration of Conformity on the German Sustainability Code.
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We are very pleased about being listed in renowned sustainability rank-
ings and ratings and about the numerous awards and certifications we
have received during the reporting period. Our national companies
were also recognized for their CR commitment in various areas. You can
find an overview of this on the profile pages of the national companies.
We discuss our current position in ratings and rankings in the Strategy &
management section.

AWARDS AND CERTIFICATES

Strategy and management

Telecoms industry winner in the oekom Corporate Responsibility
Review 2016

ekomreselarch

7th place in Good Company Ranking published by consulting firm
Kirchhoff Consult AG

Deutsche Telekom was among the Awardees of the Year at the
Econ Awards 2016. Other awards 2016:

= The annual report was awarded the Platinum-Award

= The We Care app magazine received Silver in the Digital
Applications category

Econ Award
Unternehmens-
kommunikation

Deutsche Telekom received the Extel award "Leading Investor Relations

Team in Europe" for the third time in a row. Other Extel awards in 2016:

= European ranking for all industries:#1 Overall, #3 CEO, #3 CFO,
#3 IR Professional

= European ranking for the telecoms industry:#1 Overall , #3 CEO,
#3 CFO, #3 IR Professional

= German ranking for all industries:#1 Overall, #1 CEO, #1 CFO,
#1 IR Professional

= \/< o |
- T [
EXTEL
BEST EUROPEAN IR TEAM FOR 3RD CONSECUTIVE YEAR

THANK YOU FOR REWARDING OUR EFFORTS!

German Investor Relations Prize 2016:
= {stplace: IR Activities (DAX30)
= 1{stplace: IR Professional (DAX30)

n
Q IN ALL CATEGORIES

Destiines
Irresia Retations
[l

GERMAN
INVESTOR RELATIONS

AWARD

2016

IR Magazine Award: No. 1 in the telecoms industry
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Customers
TOV Rheinland: rating of "good" for Deutsche Telekom customer service

Kundean-

zufriedenheit

- Hotline

-Shops

- Technischer
Service

www.tuv.com

/ ID 2711205500

Deutschland Test 2016: best online service

HEREEEE S
DEUTSCHLAND

sehr gut sehr gut Testsieger
s el el

Doppel-Flatrates

Im Test- & Kabelnetzbetreiber
und & Tefekpmuntemehmes

European Business Award: National winner in the Customer
Focus category

® European
Business
Awards

™ RSM

Society

Three Comenius EduMedia Seals presented by the scientific associa-
tion Gesellschaft fiir Padagogik und Information (GPI) for Teachtoday:
The entire initiative was recognized in the "Didactic multimedia
products" category, the obstacle course in the "Computer games

that encourage competence" category, and Scroller magazine in

the "General multimedia products" category.
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Our media magazine Scroller was also recommended by Stiftung
Lesen, the German Reading Foundation, to promote safe, competent
media use.

Stiftung Lesen

The Teachtoday initiative received four prizes at the Fox Awards:
The Fox Award Gold for its communications concept for Teachtoday.
The Fox Visuals Gold for the visual implementation of its particularly
successful information graphics. SCROLLER, the media magazine
for children, also received two silver awards in the Fox Awards and
Fox Visuals categories.

AWARDS

Digital Neighborhood recognized as a "landmark" in the Germany -
Land of Ideas competition. Digital Neighborhood is a project run

by Deutsche Telekom's cooperation partner Deutschland sicher im
Netz e.V. (DsiN).

i
i ""‘@M& "n;ﬁ!
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Employees

Trendence Award 2016: Gold for our university marketing program
and Employer Branding Innovation of the Year award for our website
careersdrefugees.de

[{
trendence

EMPLOYER
BRANDING

2AHL\RDS
The Queb (Quality Employer Branding) professional association gave
us the Special Award for careers4refugees.de

An employee idea took home third place in the "Best idea for occupa-
tional health and safety" category of the 2016 Ideas Management Award
presented by Deutsches Institut fr Ideen- und Innovationsmanagement.

i

IDEEN
AWARD

Third place for Cyber Security Professional training program at the Edu-
cation Awards presented by the The Association of German Chambers
of Commerce and Industry (DIHK) in the "Large enterprise" category.

m-

IHK-Bildungspreis 2016

Our commitment to employees with disabilities received the Rhineland
Palatinate award for exemplary employment of people with disabilities.

% Hessischer Landespreis
— fiir die beispielhafte Beschaftigung

und | ion schwerbehinderter Menschen

The DeutscherldeenPreis 2016 presented by the German Institute for
Business Management (dib) went to an employee idea

Deutscher
IdeenPreis

The MyTurn campaign received the German Stevie Awards 2016 in the
following categories:

= WINNER OF THE SILVER STEVIE for Human Resources department
of the year

= WINNER OF THE BRONZE STEVIE for communications or PR
campaign / PR program of the year - Internal communications

2016\

2016

GERMAN STEVIE AWARDS

"Year of Advertising" - Econ Forum: Best in the categories Recruiting
and Employee Communications (B2B)

Top Employers Polska 2016: Certification of T-Mobile Poland

POLSKA

EMPLOYER |} 2016

CERTIFIED EXCELLENCE IN EMPLOYEE CONDITIONS

Potentialpark Ranking OTaC 2016: 1st place for the best career
website and 2nd place for our social media presence in the application
"Communication with applicants" category

TOP 30 TOP 30

TALENT COMMUNICATION TALENT COMMUNICATION
Career Website Career Website
GERMANY 2016 GERMANY 2016

© petentsork

HCM Excellence Awards presented by the Brandon Hall Group for our
tandem model

Gender Mainstreaming Award 2016: T-Systems South Africa took home
the award in the categories "Women on multinational supervisory
boards" and "Empowering women in society."

A

Gender Mainstreaming Awards
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Service Design Award 2016: 1st place for Design Thinking in the
"Systematic and cultural transformation in the private sector" category

FACILITATING ‘
INNOVATION & 2 B
USER EXPERIENCE jow ovemence wroamy

'% | = =
I )

SERVICE
R DESIGN |
AWARD [
WINNER 2016 [

HR Brilliance Awards 2016: Winner for our tandem model

HUMAN RESOURCES
AWARDS
2016

Family-friendly Employer - Certification for T-Mobile Austria

Wir sind ein
familienfreundlicher

Arbeitgeber!

HR Awards 2016: Gold for OTE in the Talent Management category

HR Excellence Award 2016: Deutsche Telekom Customer Service won
with its Ausbildung@KS program

HUMAN RESOURCES
AWARDS
2016

Deutscher Personalwirtschaftspreis 2016 HR management award:
Silver for the new massive open online course format Magenta MOOC

Suppliers
1st prize at Ethical Corporation Awards for Best Supplier Engagement

Ethical

CORPORATION

CDP: Supplier Engagement Leader Board

DRIVING SUSTAINABLE ECONOMIES

CDP Alist in Supplier Program category

SN'CDP

DRIVING SUSTAINABLE ECONOMIES

Klima & Umwelt
CDP A list (climate protection ranking)

]

cDP

A LIST

2016
CLIMATE

German Awards for Excellence 2016 in the Carbon Footprint category

) ¥
1(**:“) German Awards

“\‘i‘* for Excellence  weges

Recognized in the "Good practice in corporate climate management
along the added-value chain" competition held by WWF and CDP
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THE GERMAN SUSTAINABILITY CODE

Each year, as part of its Corporate Responsibility report, Deutsche
Telekom publishes a comprehensive declaration of conformity with the
German Sustainability Code. The German Sustainability Code aims to
make companie's sustainability performance transparent and compara-
ble under a binding framework.Deutsche Telekom's declarations of
conformity can be viewed hier.The German Sustainability Code was
approved by the federal government's Council for Sustainable Develop-
ment. Deutsche Telekom was one of the first companies to accede to
the Sustainability Code.

The
SUSTAINABILITY

Code
Signatory
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INDEPENDENT ASSURANCE REPORT

INDEPENDENT PRACTITIONER’S LIMITED ASSURANCE
REPORT*

To Deutsche Telekom AG, Bonn

We have been engaged to perform a limited assurance engagement on
selected sustainability information marked with a symbol @ in the Cor-
porate Responsibility Report of Deutsche Telekom AG, Bonn (here after
the “Company”) for the period from 1 January to 31 December 2016
(hereafter “CR Report”).

Management’s Responsibility

The Company’s management is responsible for the preparation and
presentation of the CR Report in accordance with the criteria as set out
in the G4 Sustainability Reporting Guidelines of the Global Reporting
Initiative (GRI) (hereafter the “GRI-Criteria”) and for the selection of the
information to be assessed.

This responsibility includes the selection and application of appropriate
methods to prepare the CR Report as well as the use of assumptions
and estimates for individual sustainability disclosures which are reason-
able in the circumstances. Furthermore, the responsibility includes
designing, implementing and maintaining systems and processes
relevant for the preparation of theCR Report, which is free of material
misstatements due to intentional or unintentional errors.

Audit Firm’s Independence and Quality Control
We have complied with the German professional provisions regarding
independence as well as other ethical requirements.

The audit firm applies the national legal requirements and professional
standards - in particular the Professional Code for German Public
Auditors and German Chartered Auditors (“Berufssatzung fir
Wirtschaftsprifer und vereidigte Buchprifer: “BS WP/vBP”) as well
as the Institut der Wirtschaftspriifer (“Institute of Public Auditors in
Germany; IDW”): Requirements to quality control for audit firms
(“Entwurf eines IdW Qualitatssicherungsstandards 1 ,Anforderungen an
die Qualitatssicherung in der Wirtschaftspriferpraxis” (IdW EQS 1)”) -
and accordingly maintains a comprehensive system of quality control
including documented policies and procedures regarding compliance
with ethical requirements, professional standards and applicable legal
and regulatory requirements.

Practitioner’s Responsibility

Our responsibility is to express an opinion on selected sustainability
information marked with the symbol @ in the CR Report based on our
work performed.

Within the scope of our engagement we did not perform an audit on
external sources of information or expert opinions, referred to in the CR
Report.

We conducted our work in accordance with the International Standard
on Assurance Engagements (ISAE) 3000 (Revised): “Assurance Engage-
ments other than Audits or Reviews of Historical Financial Information”
published by IAASB. This Standard requires that we plan and perform
the assurance engagement to obtain limited assurance whether any
matters have come to our attention that cause us to believe that the
sections marked with @ in the CR Report has not been prepared, in

all material respects, in accordance with the GRI-Criteria.

In a limited assurance engagement the evidence-gathering procedures
are more limited than for a reasonable assurance engagement and
therefore significantly less assurance is obtained than in a reasonable
assurance engagement. The procedures selected depend on the
practitioner's judgement. This includes the assessment of the risks of
material misstatements in the CR Report with regard to the GRI-Criteria.

Within the scope of our work we performed amongst others the follow-

ing procedures:

= Obtaining an understanding of the structure of the sustainability
organization and of the stakeholder engagement;

= |nquiries of personnel involved in the preparation of the CR Report
regarding the preparation process, the underlying internal control
system and the selected sustainability information;

= Examination of selected quantitative information for following
international group companies:

= QOTEAE, Greece

= Cosmote Mobile Telecommunications S.A, Greece
= Hrvatski Telekom, Croatia

= Slovak Telekom, Slovakia

= T-Mobile US, USA

= Analytical procedures on selected information of the CR Report;
= Comparison of selected sustainability information with correspond-
ing data in the consolidated financial statements and in the group

management report ;

= Assessment of the presentation of selected sustainability informa-
tion regarding the sustainability performance;

= Gaining further evidence for selected data of the CR Report due to

inspection of internal documents, contracts and invoices/reports
from external service providers.

Deutsche Telekom - Corporate Responsibility Report 2016
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Conclusion

Based on our limited assurance engagement, nothing has come to our
attention that causes us to believe that the sustainability information
marked with the symbol @ in the CR Report of the Company for the
period from 1 January to 31 December 2016 has not been prepared,
in all material respects, in accordance with the GRI-Criteria.

Emphasis of Matter - Recommendations

Without qualifying our conclusion above, we make the following recom-
mendations for the further development of the Companies sustainability
management and sustainability reporting:

= Further harmonization and standardization of worldwide reporting
processes for sustainability information in particular on the level of
decentralized data collection (e.g. in the National Companies).

Restriction on Use and Distribution

We issue this report on the basis of the engagement agreed with
Deutsche Telekom AG. The review has been performed for purposes of
the Company and is solely intended to inform the Company about the
results of the review. The report is not intended for any third parties to
base any (financial) decision thereon. We do not assume any responsi-
bility towards third parties.

Munich, April 13,2017
PricewaterhouseCoopers
Aktiengesellschaft

Wirtschaftspriifungsgesellschaft

Hendrik Fink
ppa. Dr. Patrick Albrecht

Wirtschaftsprifer

" Our engagement applied to the German version of the CR Report.
This text is a translation of the Independent Assurance Report issued
in German - the German text is authoritative.
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STRATEGY & MANAGEMENT

We are a company that acts responsibly. Our strategic approach
includes clear leadership principles, measurable targets and tried-
and-true management tools.

INTERESTING TOPICS AND CONTENTS

Timotheus Hattges, Qur contributions to the Transparent Company
Chairman of the Board of Sustainable Culture initiative
Management of Development Goals launched

Deutsche Telekom, on (SDGs)

sustainability

—> —> —
Participate in the Materiality: our key Sustainable finance: T-
stakeholder survey topics Share - a sustainable
investment
—> —> —>

14
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STATEMENT BY THE CHAIRMAN OF THE
BOARD OF MANAGEMENT

Dear Readers,

2016 was a successful year for Deutsche Telekom. We continued to
invest heavily and, once again, have grown strongly. At the same time,
we maintain our ambition to be the leading telecommunications pro-
vider in Europe. This also applies to our role as a responsible company.

In geopolitical terms, 2016 was full of turmoil and unrest. A year of iso-
lationism in which all too many emphasized that what separates people
from each other and not what unites them. | believe this development is
wrong, in principle, given the many global challenges we are all facing:
be it climate change, the global prosperity gap, the refugee crisis or
cyber security.

['am convinced that these challenges can only be resolved through

mutual cooperation. Our corporate actions are also based on this princi-

ple: "Life is for Sharing" - this is who we are, and this is what we stand
for. We will not stand for hate or isolationism. Instead, our networks
create connections between people. They overcome boundaries. They
promote sharing. And they contribute to the creation of communities.

In 2016, there were some positive signals for cross-border cooperation:
On January 1, 2016, the United Nations' 17 Sustainable Development
Goals (SDGs) came into force. In November, the climate conference in
Marrakesh ratified the two degree target the international community
agreed upon a year earlier in Paris. Just like with many other challenges,
it is important that everyone works together to achieve these ambitious
goals: politics, civil society and economy.

| firmly believe that digitization provides an effective tool to reach our
common goals. It offers new opportunities to shape our coexistence

on this planet. After all, digital technologies are based on the idea that
boundaries can be overcome. And they are key for sustainable develop-
ment. They can contribute, for instance, toward reducing greenhouse
gases, conserving resources and improving health care. Just one
example: Due to improved capacity utilization, our highly secure and
energy-efficient data centers require up to 80 percent less energy than
would be needed if customers operated this infrastructure individually.

But digitization goes hand in hand with data protection and security.

We are especially committed to this area as we are developing solutions

for secure e-mail traffic, protection against espionage for smartphones,
solutions against cyber attacks or educating about risks and protection
options.

L&)

Timotheus Hottges, Chairman of the Board of Management, Bonn, Deutschland

Already, many of our products, services and activities contribute to
greater sustainability. We are accounting for this process with the
CR Report at hand. And we demonstrate specific progress made in
reaching our sustainability targets.

Our philosophy: As a leading telecommunications provider, we take
our social responsibility seriously - today more than ever. With this in
mind, | would like to emphasize our commitment to the principles of the

United Nations Global Compact and the German Sustainability Code.

Tim Hottges
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VALUES AND GUIDING PRINCIPLES

Corporate responsibility (CR) is based on shared values. To solidify our
value-based corporate culture, we convey the basic values of our com-
pany to all employees through binding Guiding Principles. We use
various measures such as the annual "Guiding Principles Day" to remind
employees of these values again and again, anchoring them in our
everyday work. These measures are successful: according to our Pulse
Survey in June of 2016, 77 percent of our employees believe that the
Guiding Principles are lived out in our everyday work. This is eight
percentage points up on the figure for last year (69 percent).

Our Code of Conduct and our Social Charter are other tools that we use
to ensure that our Group and our partners show corporate responsibility
in their conduct. Our compliance management system, which makes
sure that our business activities are in compliance with laws and regula-
tions, is based on these documents.

7TH GUIDING PRINCIPLES DAY: BEST PLACE TO PERFORM
AND GROW

On September 29, 2016, we held our seventh Guiding Principles Day
across the Group. All of our employees were called upon to think about
our Guiding Principles independently and come up with ideas on how
to implement them in day-to-day work. Once again this year, many
different campaigns and team events were held across the Group such
as competitions, workshops, and panel discussions. For example, one
group of interns used the day as an opportunity to exchange ideas on
both the Guiding Principles and their relationships within the intern
group. While previous years each focused on one individual Guiding
Principle, in 2016 we focused on all five Guiding Principles under the
motto "Managing the Seven-Year ltch." The Guiding Principles were
introduced in 2009 - seven years ago - with the objective of defining
a common system of values for all Telekom employees worldwide.

At an event at our headquarters, employees in Bonn got to experience
the Guiding Principles live: there were a panel discussion, various work-
shops, and a recognition ceremony for "Guiding Principles Heroes"
headed by CHRO Christian llek. Employees could nominate colleagues

or even whole teams who had shown unique commitment to implement-

ing the Guiding Principles within our company in advance. The event
was transmitted digitally, allowing all locations to follow the day. Besides
the many different team activities, central international campaigns also
took place. For example, in Denmark "Thank you e-cards" were sent to
colleagues as symbols of appreciation, while a story competition was
held in Slovakia with "success stories" related to implementing the
Guiding Principles.

COMMITMENT TO THE GERMAN "CODE OF RESPONSIBLE
CONDUCT FOR BUSINESS"

We were among the first to sign the German "Code of Responsible
Conduct for Business," which was presented to the public in Novem-
ber2010. All of the members of our Board of Management signed the
code, making an express commitment to responsible corporate
governance in line with the principles of the social market economy, to
fair competition, cooperation with employee representatives, business
excellence and sustainability. We have incorporated this commitment
into our actions and have assumed a leading role in putting our commit-
ment into practice.

In the spirit of the code, we feel obligated to engage in sustainable
business practices and responsible corporate governance for the good
of the people. We are continuously working to ensure that these require-
ments are implemented in our core business and our supply chain.

In addition, we take responsibility for our employees and our social
environment. We work to guarantee respect for human rights without
exception.

We use our products and services to connect people and to increase
the productivity of many processes. In this way, we contribute to
ensuring that Germany and Europe can continue to make strides in
international competition and that our well-being can continue to grow.
Our smart, digital solutions create new ways to effectively address social
challenges such as climate change. Our goal: to simplify our lives for
the long term. Our network helps us implement this broad social mis-
sion by acting as a lifeline: fast, reliable, secure, and easily accessible
to everyone. Just like all of our activities, these efforts are focused on
people. We provide transparent information on our plans and technolo-
gies, engage in fair practices and are always open to dialog.

In line with the code, we continue to expand our leading position as a
sustainable company as well as our ongoing efforts to optimize our
value-added processes. To do so, for instance, we are increasing the
energy and resource efficiency of our networks, services, and products.
In this way we are reducing the environmental impact and CO, emis-
sions produced by our business activities. In 2014 our Board of Man-
agement approved a Group-wide climate protection target for 2020.
Building on this work, we have been implementing an integrated climate
strategy since 2015. We also offer our customers sustainable products
and services and encourage our over 30,000 suppliers to do business
with an equal focus on sustainability. To assist this process, we engage
in various activities such as a systematic supplier development program,
and complete audits and training measures. We also train our buyers on
sustainability criteria in procurement. In these efforts - just like in every-
thing we do involving our diverse stakeholders — we primarily rely on
partnership and dialog.
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As a responsible employer we give our employees the opportunity to
realize their potential and to contribute their individual strengths and
ideas within our Group. In view of the increasing significance of digiti-
zation, we promote virtual collaboration and new forms of work. We are
increasingly turning to digital learning methods when it comes to train-
ing and skills development. In 2016, over 30 percent of all hours of
training in our group were digital. The rate was even higher in Germany,
at over 35 percent. Modern formats like Massive Open Online Courses
(MOOGCs), for which over 3,500 employees from more than 32 countries
registered by the end of 2016, have increased acceptance for new for-
mats of collaboration and digital learning methods. Our social network
"You and Me" (YAM), which has around 115,000 users Group-wide,
replaced our previous "Telekom Social Network" and serves as the
central, dialog-based communication platform for our company. As
part of our Group-wide ideas management, we give our employees the
opportunity to contribute their ideas within our Group. In Germany
alone, one out of every eight employees submitted a new idea.

Our social commitment, however, is not just to our customers, partners
and employees. We feel it is our responsibility to support the develop-
ment of media skills in our community and help young people become
more confident. Our efforts in this area include the "Teachtoday"
initiative, which promotes safe media proficiency. For example, around
150 children discussed the topic of data privacy at our 2016 Summit
for Kids. We have also been involved in the "Yes, | can!" initiative for
several years now. Since 2009 this initiative has given children and
young people from disadvantaged backgrounds an opportunity to
learn key skills for an independent and confident life through over
1,100 projects.
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CR STRATEGY

Deutsche Telekom aims to be the leading telecommunications provider
in Europe. This corporate vision is the basis for our approach as a
responsible company (CR approach) and our CR mission. Our mission
is:

We take responsibility. We enable sustainability...

.. in our processes

.. with and for our employees
.. for our customers

..in society

Our Group CR strategy also provides our national companies with a
framework for their sustainability measures. The central components
are our three CR action areas:

= Connected life and work - enabling a sustainable lifestyle
= Connecting the unconnected
= Low-carbon society

These form the framework for the focal topics within our sustainability
management: data security and data protection, digitization, sustaina-
ble supply chains, human rights, circular economy, resource conserva-
tion, and a responsible employer approach. Our CR program states
which specific goals we wish to achieve with which measures. We moni-
tor our progress using key performance indicators (KPIs).

An integrated governance structure helps us to closely interlink strategic
management and operational implementation of our CR strategy
throughout the Group. Overall responsibility for sustainability lies with
the Deutsche Telekom Board of Management.
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CURRENT ORGANIZATIONAL STRUCTURE

CURRENT ORGANIZATIONAL STRUCTURE

GROUP BOARD OF MANAGEMENT

‘THE BOARD MEMBERS THE FULL BOARD OF MANAGMENT
® approve cross-functional CR policies before final approves Groupwide CR poli
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m support the intemational subsi business. be resofved by the HR Leadership Team and/or
areasin implementation of these policies

require Board of Management approval

'GROUP CORPORATE RESPONSIBILITY (GCR)

m develops the CR strategy, CR policy and CR program fin
the form of strategic guidelines/policies) papers/strategic: projects and

w prepares proposals for decision to be adop! u del the need for approval by the Board of
Leadership Team and Group Board of Management Management

w coordinates and manages implementation of CR policies,
defines indicators i

HR LEADERSHIP TEAM (HR LT)
m approves Group-wide CR policies/position

m provides support to the CR Manager Network and the CR LOCAL MANAGEMENT
Board ® approves the adoption of Group-wide CR policies,
positions, sirategic projects
m responsible for initiating measures io implement CR
policies/CA strategy

CR BOARD
advises HR-LT and GCR - helps GCR coordinate implementation of the CR policy and
target achievement - is kept informed by GCR

‘CR MANAGER NETWORK
network in which knowledge and skl - between

fromdifferent areas - coord of issues

Our Corporate Responsibility (GCR) unit is a key driver for change
within our company. Within the organization, it reports to the Chief
Human Resources Officer. The duty of the GCR is to further develop
our corporate culture with a focus on sustainable innovation and social
responsibility.

Another pillar of our CR governance structure is the HR Leadership
Team (HR LT). The team is an advisory and decision-making body for
the Human Resources (HR) Board department. It makes decisions on
Group-wide policies and guidelines, CR positioning, and the strategic
focus of the CR department. Members of the HR LT are managers from
the level below the Chief Human Resources Officer.

In addition, the CR Board supports the CR department and the HR LT
when it comes to CR management and strategy enhancement.

The CR managers from the different business units and national
companies are responsible for implementing our CR strategy. They
collaborate intensively within the international CR Manager Network
where they coordinate their activities and share best practices.
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CR POLICY: INTERNATIONAL ROLL-OUT CONTINUES

Our CR Policy provides the mandatory framework for the sustainability
management activities at all Group units. After rolling out the policy at
Group Headquarters, Telekom Deutschland and T-Systems in 2014, we
introduced the policy at other major European national companies in
2015, including OTE in Greece, Magyar Telekom in Hungary, Hrvatski
Telekom in Croatia and T-Mobile Poland. Further national companies of
T-Systems will follow in 2016.

BE SMARTER! - NEW SUSTAINABILITY STRATEGY 2016 - 2020
FROM MAGYAR TELEKOM

Our company aims to make sustainability an integral part of our busi-
ness. We therefore developed a new sustainability strategy for the
period from 2016 to 2020 that was influenced by the expectations of
responsible investors, EU directives, industrial and corporate trends,
local conditions, and consumption patterns. Climate protection, educa-
tion, and digitally enabled sustainability will be the major focus of the
strategy until 2020.

Climate protection

Our goal is to help our customers become climate conscious. Our
ambitious objective is to generate revenue from our climate protection
activities while at the same time reducing our actual CO, emissions
below 100,000 tons. This enables us to enhance our emission-
decreasing activities and specifically build on our “green” services.

Education

Our goal is to directly or indirectly reach 100,000 people in Hungary
through our training program by 2020 with the aim of educating the pub-
lic and our customers. We primarily focus on programs aimed at elimi-
nating the digital gap and expanding the succession pool in industry.

Digitally enabled sustainability

As a sustainable digital company, Magyar Telekom enables its custom-
ers to use sustainable digital services. We strive to pursue responsible
marketing and activities that enable and inspire others. Awareness of
Magyar Telekom as a sustainable company is projected to reach 50%.

CERTIFIED HEALTH, SAFETY, AND ENVIRONMENTAL SYSTEM:
ALMOST ALL WORKPLACES COVERED

We want to make sustainability a component of all our business pro-
cesses and of our employee's everyday lives. Our health, safety and
environment (HSE) management system helps us make this possible.
The system is based on the international standards OHSAS 18001
for occupational health and safety and ISO 14001 for environmental
management.

Through our compliance with legal regulations, we meet the essential
requirements for OHSAS18001 certification in Germany. Outside of
Germany, 99 percent of our employees work at offices and facilities
covered by a certified health, safety and environmental (HSE) manage-
ment system. Therefore, we have not yet fully reached our goal of having
all national companies outside of Germany with more than 50 employ-
ees certified. Certifications in China, India, and Italy are planned for
2017 in order to reach the full 100 percent mark. We verify certifications
with umbrella certificates and with separate certificates as well.

(See graphic.)

SHARE OF EMPLOYEES COVERED BY CERTIFICATES OUTSIDE
OF GERMANY

Separate
certificate

Share of employees
covered by certificates
outside of Germany

TT5 %o «ovvernrnnnns
Deutsche Telekom
umbrella

certificate

certificate

An HSE management system calls for systematic planning, implementa-
tion and improvement of operational processes in the areas of health,
safety and environment. This promotes the health of our employees and
has a positive effect on their performance. It is also beneficial when it
comes to bidding on new projects since an increasing number of poten-
tial customers now require their suppliers to provide HSE certificates.

CR CONTROLLING HELPS STEER OUR ACTIVITIES

Deutsche Telekom's CR Controlling department plays a key role in
controlling our CR activities. Controlling has been supported by an IT-
based data collection system for the past seven years. The system
makes sure that ESG (environmental, social and governance) data and
KPIs are transparently recorded and reported. It supports standardized,
mandatory processes at the Group and national level and enables
Group-wide benchmarks. This IT support lets us focus on content
analysis of ESG data and helps us measure early on in the process to
what extent we have reached our CR targets and if we need to make
changes.

We especially use ESG data to calculate our ESGKPIs, with which we
measure and control our CR performance throughout the Group. CR
Controlling is also responsible for recording other performance indi-
cators with sustainability relevance. These are published in the perfor-
mance indicator section as well as in the CR report's interactive bench-
marking tool.

We once again reviewed and added to our ESG KPIs in 2016. We now
include two new efficiency KPIs in our report: The Energy Intensity

ESG KPland the Carbon Intensity ESG KPI. We also report the share

of renewable energy as anESG KPI for the first time in 2016. This will
enable us to better assess our performance and comply with increasing
external requirements on transparency in this area.

In this 2016 CR Report, we also cover the Enablement Factor ESG KPI
for the first time. The share of revenue with sustainability relevance,
which we reported for the first time last year, has also been included
under our ESG KPlIs in this year's report. The performance indicator
section is complemented by an innovative look at total emissions at
Deutsche Telekom. An interactive graphic illustrates the source of all
Scope 1-3 emissions and shows related data at Group level.
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ACHIEVING MORE TOGETHER: INTERNATIONAL
COLLABORATION

How can international corporations put sustainability strategies into
practice across borders? Deutsche Telekom employs CR managers
for the relevant business segments and national companies to reach
this goal. Through the CR Manager Network, CR managers have been
attending regular face-to-face and online meetings since 2008 to share
ideas and promote essential CR topics.

At the 2015 CR Manager Meeting, participants resolved to improve
international and virtual collaboration in working groups. We began
implementing this goal in 2016: working groups set up regular web
meetings to work together on promoting key topics. The 16th CR
Manager Meeting took place on April 25 and 26, 2016 at The Hague.
Under the motto of "Achieve more together," participants discussed

the key issues of "joint crisis management" and "handling environmental
impacts," among other issues, in working groups. The second day
focused on the Sustainable Development Goals (SDGs) of the United
Nations and Deutsche Telekom's contribution to implementing them.

We have offered an e-learning training unit on the issue of data collec-
tion since December of 2016. CR Managers from our national compa-
nies can use the training unit to gain information on the most frequent
challenges they face in data collection and commenting and obtain
valuable tips.

OUR CONTRIBUTION TO THE UN'S SUSTAINABLE
DEVELOPMENT GOALS

The member states of the United Nations (UN) adopted the 2030
Agenda for Sustainable Development at their General Assembly in
September 2015. The aim is to enable economic development and
prosperity - in line with social justice and taking account of the eco-
logical limits of global economic growth. The Agenda applies equally
to all nations of the world. All emerging and developing economies as
well as industrial nations must play their part.

The core of the 2030 Agenda comprises 17 sustainable development
goals (SDGs). They officially went into effect in January 2016. The SDGs
cover all three dimensions of sustainable development - the social,
environmental and economic dimension - for the first time. Implement-
ing the ambitious SDGs will require everyone to work together: policy
makers, civil society, and business. As such, companies are also called
upon to make concrete contributions.

We are answering this call. Many of our products, services and activities
contribute to achieving the SDGs. Our customers can use our smart
home solutions, for example, to more effectively monitor, control and
reduce their energy consumption (SDG 13). Our broadband expansion
gives many people access to digital education media (SDG 4). Our
e-health services help improve medical care (SDG 3). And our cloud
solutions make it possible to reduce energy consumption and conserve
other resources as well (SDG 13). Our 2016 Annual Report describes
our commitment to putting the SDGs into practice. Sections in our
management report (a component of the annual report) that are relevant
to the SDGs are marked with a symbol for ease of reference. These top-
ics are then addressed in greater detail in our Corporate Responsibility
Report.
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We have identified those SDGs that Deutsche Telekom's stakeholders,
e.g., investors, find particularly relevant and those to which we can
contribute significantly with our business model. Below you will find an
overview of the results of this relevance analysis. In 2017 we are plan-
ning to further advance this analysis process, e.g., by placing a stronger
focus on essential SDGs in our CR processes and reporting. We we will
also use the SDGs to prioritize measures in place at our company. SDGs
can also be useful in helping us illustrate the sustainability advantages
of our products, services and activities in our dialog with customers and
employees

In 2016 we compared our KPIs with the prioritized SDGs as part of our
2016 ESG KPI review in order to enable our progress to be measured.
All of these SDGs are already effectively covered by our ESG KPIs or
supplemental indicators, and we are planning to align them even more
in the future.

The following overview illustrates our contribution to the SDGs and
refers to specific examples from the current CR report.
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g comieun Ensure healthy lives and pro-
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mote well-being for all at all
ages

Ensure inclusive and quality
education for all and promote
lifelong learning

Achieving gender equality and
empower all women and girls

Promote sustained, inclusive
and sustainable economic
growth, full and productive
employment and decent work
for all

Build resilient infrastructure,
promote inclusive and sustaina-
ble industrialization and foster
innovation

Take urgent action to combat
climate change and its impacts

Our contribution

We promote health with our e-health solutions for the
improvement of medical care and a number of health
measures for our employees.

We invest heavily in the training and development
of our approx. 225,000 employees. In addition, we
promote the development of media literacy. The
Deutsche Telekom Stiftung foundation supports a
large number of STEM projects.

We are committed to the systematic promotion of
women in management, supervisory boards and
STEM professions. Our employees benefit from a
number of different offers we provide to improve their
work-life balance.

We are committed to sustainable growth, provide
excellent working conditions for our current and
future employees and keep working toward a more
sustainable supply chain.

We keep pushing the network infrastructure build-out
forward and adding more innovative, sustainable
products to our portfolio.

We help protect the climate with measures conducted
at the Group as well as with our sustainable products
and services based on our integrated climate strategy.
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Find out more

= Connected healthcare solutions

= Sustainable product portfolio

= Sea Hero Quest dementia study

= Qccupational health and safety

= Mobile communications and health
(EMF)

= Training and development
= E-earning offers
= Teachtoday
= Deutsche Telekom Stiftung foundation
= Partnering with "Deutschland sicher
im Netz" and "BAGSO"
= [ntegrating refugees into the job market

= Diversity and equal opportunities

= Women's STEM Award

= Encouraging diversity in education

= Commitment to increasing the number
of women in managerial positions

= Sustainable finance

= Agile and responsible employer

= Protecting human rights

= Development programs for suppliers

= Network expansion

= Sustainable product portfolio

= M2M communication: Opportunities
of digitization

= Supporting start-ups: creating space
forideas

= (Climate protection strategy
= Climate protection measures
= Sustainable product portfolio
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Put a stop to poverty every-
where in any form

1 :SVEE"

it

End hunger, achieve food
security and improved nutrition
and promote sustainable
agriculture

CLEAN WATER Ensure availability and sustain-
AND SANITATION

able management of water and
i sanitation for all

Ensure access to affordable,
reliable, sustainable and mod-
ern energy for all

1“ REDUCED . . e
WENALTES Reduce inequality within and

( — among countries

Make cities and human settle-
ments inclusive, safe, resilient
and sustainable

Ensure sustainable consump-
tion and production patterns

Our contribution

Among other activities, we donate to help fight
poverty. By expanding our networks, we create the
conditions for economic and social participation,
among other things providing access to education -
the lack of which is one of the main causes of poverty.

Our efficient Smart Agriculture ICT solutions allow
for higher harvest yields while reducing the use of
resources such as seeds, water, fertilizers and energy.

Our efficient Smart Agriculture ICT solutions help
reduce water consumption and use of fertilizers.
Also, our Smart Metering solution allows for exact
measurement and control of water consumption.

Our integrated climate strategy helps us reduce CO,
emissions, improve energy efficiency, offer more
sustainable products (e.g. QIVICON/Smart Home)
and raise the share of green energy in our electricity
consumption.

We employ adequate measures to connect the
unconnected, providing access to the digital world
for all.

Our innovative solutions help shape the transformation
of cities into intelligent urban spaces (smart cities).

We keep developing more sustainable product solu-
tions and promote the integration of more sustainable
production patterns into our supply chain. At the same
time we are committed to avoiding waste and to the
recycling of valuable natural resources.
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Find out more

= Corporate giving
= Network expansion

= Connected farming

= Connected farming
= Qivicon - Smart Home

= Energy-efficient network

= More green energy at European
national companies

= Qivicon - Smart Home

= Diversity and equal opportunities

= Teachtoday

= Deutsche Telekom Stiftung foundation
= Yes, lcan

= Barrier-free products and services

= Smart City
= Smart Home

= Sustainable product portfolio

= Sustainable supply chain

= Responsible resource extraction
= Waste reduction and recycling

= Used cell-phone collection

= Recovering tantalum
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1 Conserve and sustainably use
BELOW WATER

o

17 PARTNERSHIPS
FOR THE GOALS

&

the oceans, seas and marine
resources for sustainable
development

Protect, restore and promote
sustainable use of terrestrial
ecosystems, sustainably
manage forests, combat deser-
tification, and halt and reverse
land degradation and halt bio-
diversity loss.

Promote peaceful and inclusive
societies for sustainable devel-
opment, provide access to jus-
tice for all and build effective,
accountable and inclusive insti-
tutions at all levels

Strengthen the means of imple-
mentation and revitalize the
global partnership for sustaina-
ble development

Our contribution

We help reduce water consumption through the use =
of ICT in agriculture.

Our efficient Smart Agriculture ICT solutions allow =
for higher harvest yields while reducing the use of =
resources such as seeds, water, fertilizers and energy.

We also conduct projects to protect biodiversity.

We have clearly expressed our commitment to com- =
plying with ethical principles and current legal stand-

ards. This commitment has been incorporated in our
Guiding Principles and Code of Conduct. We also

operate a comprehensive compliance management
system. All our activities are compliant with legal

regulations and our Binding Corporate Rules on

Privacy.

We collaborate with associations, institutions and =
companies at the national and international level.

One of these is the Global e-Sustainability Initiative

img (GeSlimg).

Deutsche Telekom - Corporate Responsibility Report 2016
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Find out more

Connected farming

Connected farming
Protecting biodiversity

Compliance

Overview of memberships and
collaborations
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CR PROGRAM

As part of its CR program, Deutsche Telekom specifies targets to be
implemented throughout the Group in the relevant processes of its core
business.

The CR program defines specific measures and a timeline for imple-
mentation. We also provide information on the implementation status in
the CR program. Detailed information on the ESG KPIs, which we use
to quantify our performance in each area, is provided in the CR Report.
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CR PROGRAM 2016

Strategy and management

Goals

Scheduled

Measures

completion date
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Status

Advance CR governance Ongoing * Gradually implement the Group Corporate Responsibility Policy at the national * Group Corporate Responsibility Policy implemented at all key national companies (excluding T-
companies Mobile US)
 Drive the integration of CR into the Group's central business processes * Forecasts regarding the development of three ESG KPIs for 2017 and 2018 submitted for the
* Integrate CR into the Group strategy Annual Report
* Two new ESG KPIs established: Energy Intensity ESG KPI and Carbon Intensity ESG KPI.
« CR mission, CR approach and CR focus topics drafted and approved
Embrace corporate values, accompany the Ongoing * Promote new forms of collaboration at the Group * Group-wide implementation of programs and formats - as virtual or face-to-face events - including
transformation process « Participate in dialog on topics relevant o society Guiding Principles Day.
« Regularl review all KPIS for the benefis they provide, make them mandatory « Dialog on digital responsibility wwth.experls. from business, science, politics and society
throughout the Group with target values expanded via telekom.com and social media
Promote the Sustainable Development Goals Ongoing * Expand measures for SDG target achievement * Potential contribution to 17 targets identified and published in the Annual Report and CR Report.
(SDGs) * Integrate key SDGs into CR processes and reporting * Goverage of prioritized SDGs by ESG KPIs reviewed. Findings: Prioritized SDGs effectively
« Use of SDGs for dialog with customers and employees intensified, also in terms covered by ESG KPIs or supplementary indicators.
of product assignment
Stakeholder engagement  ~
Goals Scheduled Measures Status
completion
date
Systematic Ongoing * Stakeholder engagement strategy based on the * Stakeholders involved using a variety of formats including dialog on digital responsibility with experts from business, science, politics and society via Deutsche
stakeholder principles of the Global Reporting Initiative (GRI Telekom's own platform, Joint Audit Gorporation (JAG) international sustainability dialog, Magenta Security Gongress, Cyber Security Summit, and SRI roadshows
engagement G4).
Establish a Ongoing » Conduct annual materiality analysis (materiality * Materiality analysis conducted for 2016
materiality processes) « Materiality process further developed pursuant to the Global e-Sustainability Initiative (GeSI) methodalogy.
process
* Performance assessment added to online survey for external stakeholders
Climate protection ~
Goals Scheduled  Measures Status
completion
date
Reduce GO, emissions 2020 « Roll out climate protection activities internationally « Group-wide climate protection target approved by Group Board of Management in 2013
throughout the Group by 20 « Introduce Group-wide monitoring « Annual status report to Board of Management implemented
percent compared to 2008
(absolute figures) « New COj target for newly acquired cars (average of 95g COz/km + From 2008 through 2016, we reduced GOz emissions by 5 percent, primarily due to reductions in number of buildings, business trips
for newly acquired vehicles by 2020) and vehicle fleet,
« Migrate network infrastructure to energy-efficient IP technology « Network emissions in Germany were higher than expected. Impacts and additional measures to help us meet our target are being
« Gonsolidate data centers analyzed.
* Around twelve million lines switched over to IP in Germany.
* We reduced the number of data centers from 78 to 32 between 2011 and 2016. The Group's PUE factor improved from 1.84 to 1.66
and in Germany from 1.67 to 1.54.
Develop an integrated climate 2020 « Reduction of CO, emissions « In 2016, we introduced two new energy efficiency-related KPls showing the ratic between our energy consumption and carbon
protection strategy and adapt it to « Increased share of renewable energy footprint to transported data volume.
climate change developments - . « Magyar Telekom, T-Mobile Netherlands and OTE again took 100 percent of their electricity from renewable energy sources in 2016.
« Increase energy efficiency and introduce two new KPIs to show
the ratio between our energy consumption and carbon footprint + The share of electricity from renewable energy sources came to an average of 10 percent abave the relevant country mix throughout
to transported data volume the Group in 2016.
« Identify and use business potential from climate-friendly services  * We improved the methodology behind our enablement factor and enabled our customers in Germany to generate 40 percent less CO;
("enabling") as well as opportunities in terms of product than the amount generated by our company (factor: 1.4:1). Throughout Europe (including Germany) our customers were able to
development and offers (establish sustainable product portfalio) reduce their COp emissions by an amount equivalent to the COp emissions generated by us (factor 1.0:1)
« 39 percent of our total revenue was generated with sustainable products in 2015,
Record Scope 3 emissions 2016 « Develap methods to measure company and product-related « Scope 3 emissions fully recorded and reported for business in Germany and almost all national companies {since 2015)

throughout the Group

carbon footprint and integrate these into the reporting process
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Management systems
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Goals Scheduled  Measures Status
completion
date
Implement an occupational health, safety and envirenmental management system  Ongeing « Implement an integrated management system based on both 99 percent of our employees outside of Germany covered by a certified health, safety
in compliance with 1SO 14001 and OHSAS 18001 at all national companies with tandards and the different process and environmental management system; Telekom Deutschland GmbH certified
more than 50 employees. levels at the national companies according to 1SO 14001 and OHSAS 18001

Sustainable consumption and lifestyle

Goals Scheduled Measures Status

completion

date
Evaluate products and solutions regarding Ongoing * Implement the criteria and indicators developed in collaboration with * Overall, we have carried out in-depth analyses for 17 product groups with regard to their sustainability benefits
their contribution to sustainability external and internal stakeholders in company processes and the corresponding business potential (as at end of 2016).

Integrate product based sustainability controlling in business processes and
ensure Group-wide harmonization

Integrate the topic of sustainable products into corporate processes and
develop a comprehensive strategy

* Analyze products in terms of how they contribute to sustainability and what
this can do for our business; include results in customer communicati

Participated in industry-wide solutions to evaluate products and sols
terms of sustainability

Stakeholder engagement and customer 2020 « Conduct regular stakeholder dialog on specific topics
information « Develop sustainability-related customer ori policies
* Drive international standardization, e.g., via seals of quality or certification in
the ICT sector
* Get more products certified with the Blue Angel and TUV Green Certified
Product environmental labels
Integration of life cycle assessment and 2020 * Tap efficiency potential in the product life cycle and enhance products and
usage behavior (sustainable consumption) solutions to include sustainability criteria

Blacklist on environmentally harmful materials (not prohibited by law)
contained in our products

Sustainable innovation and entrepreneurship

« According to an analysis conducted in 2016, we generated 39 percent of our total revenue in 2015 with
sustainable products (37 percent in 2014); the analysis findings were included in customer communications

« Participated in pilot study conducted by industry project SASF ta assess the risks and sustainability
performance of products and services

Reqular stakeholder dialog on specific topics conducted

All DECT phones from our Sinus series as well as all phones from the Speedphone series bear the Blue Angel
environmental label.

In 2016, the Fairphone 2 offered by T-Mobile Austria became the first smartphone in our Austrian offer to bear
the Blue Angel label.

Sustainability award for our commitment and role as pioneer and multiplier for climate protection

Additional routers such as Speedport Neo certified as TOV Certified Green Products

* Successful advancement of lease model for devices (e.9., Media Receiver) to increase recycling share and
length of use

« Workshops conducted with suppliers on the voluntary materials blacklist, which was developed in cooperation
with the Fraunhofer Institute for Reliability and Microintegration (Fraunhofer 1ZM)

Goals Scheduled Measures Status
completion date
Develop innovative, 2020 * Establish general requirements to promote innovation in the sustainability field and identify * Establish a hub:raum investment fund

sustainable business models and evaluate young companies and startups (partnering)

+ Promote innovative business ideas through hub:raum program

Challenge Up! program conducted on Internet of Things Twelve start-ups were supported for more than
seven months

The second Cyber Security Bootcamp was held in Berlin in February 2016, Fashion Fusion competition
condusted to promote ideas for combining hitech and fashion

Corporate Innovation Fund established, selected employee business concepts are receiving financial
support; integration of sustainability ¢riteria completed.
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Socially responsible investment

Goals Scheduled Measures Status
completion date

Increase share of socially responsible investors in freely Ongoing * Further enhance rating results * Again included in RobecoSAM World and Europe Index
tradable stock + Direct dialog with investors at SRI roadshows and in SRI * Share of socially responsible investors in freely tradable stock dropped slightly from 23 percent in 2015
calls 10 21.7 percent in 2016.
* Improve communication with investors regarding our * SRIwebinars conducted with mainstream investors.

sustainability efforts

Sustainable supply chain

Goals Scheduled M Status
completion date

Increase share of risk-assessed procurement volume (first Completed
supplier level) to at least 75 percent

Pre-qualification « Target to increase the share of audited suppliers to 80 percent by 2020
already achieved

Risk self-assessments

Introduction of a new KPI is being reviewed

Supplier audits

Integrate sustainability into Group-wide procurement 0Ongoing * Successive integration of sustainability aspects into new vendor management system * Concept to integrate sustainability aspects into vendor management
processes * Harmonize sustainable procurement management at all national companies via the system developed and implementation begun
Sustainable Procurement Working Group (SPWG)  New buyer handbook on sustainable procurement created
* Employee training * 561 employees trained with the e-learning tool
Improve sustainability in our supply chain ongoing « Establish a supplier development program « Supplier development program expanded from 7 to 11 companies

Anti-corruption training for suppliers in Germany

Social commitment

Goals Scheduled  Measures Status
completion
date
Integrate people into Ongoing * Expand efforts to promote media literacy and the * Teachtoday flaship project continued. Results:
the knowledge and responsible use of media
information society « Teachtoday media obstacle course on tour again in Germany.

- “Media sure! But secure” competition presents an award to a cross-barder project for the first time. Around 150 children discussed data privacy at the
third Summit for Kids.

« Further internationalization of the Teachtoday online platform. The platform is currently available in the following languages: German, English,
Romanian, Polish and Croatian. Two issues of new "Scroller’ magazine for children published in German and English; first interactive issue
published in German and Aral

+ Continue to expand "Yes, | can!” initiative as a flagship "Yes, | can!” initiative: more than 1,100 projects sponsored since 2009 with a volume of almost 6 million euros.

project

Sixmonth pilot project "Media workshops® launched in Berlin in November 2016. Objective: Training of media educators.

The initiative to be taken on by the Deutsche Telekom Stiftung foundation in January 2017

+ Establish and expand aid offers for refugees Involvement in refugee aid refocused toward integration on the job market:

« 100 internship positions and up to 100 openings for apprentices offered to the target group

19 scholarships awarded to students at Deutsche Telekom's University of Applied Sciences in Leipzig

“Internship PLUS direct entry” initiative launched in collaboration with other companies. Main target group: refugees with professicnal experience
without qualifications that are recognized in Germany; completion of an orientation internship; opportunity to take on a position at the company
limited to two years after successfully completing the program.

* Ongoing provision of free WiFi to refugee reception centers.

* www.refugees.telekom.de online platform further developed and expanded to the new platform www.handbookgermany.de in collaboration with the
German Chancellery and Neue Deutsche Medienmacher in time for the launch in February 2017.

« Ongoing provision of buildings as refugee accommodation and to as offices for the German Federal Office for Migration and Refugees.

More than 700 civil servants working for the Group temporarily supported the German Federal Office for Migration and Refugees (BAMF). More than
130 civil servants assigned to BAMF at their request.

Deutsche Telekom employee valunteer activities further increased via the engagement@telekom.de platform.

Ongoing evaluation of engagement@telekom activities « 284 volunteering projects carried out, with 27,693 employees and 45,116 hours worked

Continue to improve transparency regarding the Four new KPIs introduced to measure effectiveness: the Social Commitment ESG KPI, Community Investment ESG KPI, Beneficiaries ESG KPI and
effectiveness of our social commitment by conducting Media Literacy ESG KPI
ongoing effectiveness measurements
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Networks

Goals

Scheduled completion  Measures

date
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Status

Around 80 percent broadband coverage of the German

population by 2018.

Provide LTE coverage to 95 percent of the papulation in

Germany

Employees

2018 (target adjusted)

2018 * Set up additional base stations

* Continue LTE 1800 and LTE 800 network build-out

« Fiber optics build-out and installation/upgrading of distribution boxes with
vectoring technology

« Expansion of vectoring structure continued.

+ 92 percent LTE coverage achieved in Germany (end of 2016)

* Around 75 percent of European transmitter masts equipped with LTE

Goals Scheduled  Measures Status
completion
date
Establish human resources policies Ongoing « Continue to improve work-life balance offer « Family care support expanded by adding counseling and assistance offers; "Family manager” pilot project in Bavaria successfully
adjusted to different life phases « Promote parttime study programs (Bologna@Telekom) completed
* The number of parent-and-child offices increased from twelve 10 a total of 20 (at 15 locations)
« Flexible working hours models expanded; lifetime work account offer expanded to all employees. 6,000 lifetime work accounts set up by
the end of 2016.
First DAX-30 company to achieve a 2020 « Ensure equal apportunity, freedom from discrimination « Percentage of women in managerial positions throughout the Group increased from 19 peraent (February 2010) to 25.4 percent
quota of 30 percent for women in and competitiveness (December 2016)
middle and upper management * |ntroduce target quotas along the entire talent pipeline * Quota development monitored, measures aligned, evaluated and redesigned where necessary
« Design and implement Managing Diversity module for « Successful completion of the second round of our mentoring program helping pecple prepare for a position on a supenvisory board in
manager training Germany or at international affiliated companies in summer 2016 with a total of 33 participants. Seven male candidates participated for the
+ Improve workiife balance first time. Eight out of a total of 64 participants received supervisory board positions
* Mentoring program for experts and managers during parental leave: successful completion of second round with a total of 31 experts and
managers (September 2016)
Room for development and Ongoing « Introduce new forms of internal and external « Group-wide Future Work program launched to establish a pioneering concept for a communicative work environment that promotes

advancement

collaboration, agile work and improved service
orientation and encourage entrepreneurial thinking and
action

Structured participation in discourse on relevant topics
within society

innovative strength and agility: offices in Bonn, Frankfurt and Hamburg redesigned

Expansion of digital learning formats, e.g., the MagentaONE course: 30 percent of all formal course hours are spent learning digitally. In
Germany this rate is over 35 percent.

Introduction of communities of practice as a form of collaboration that spans across functions and hierarchies: 40 communities
established at T-Systems to date

Third round of Cyber Security Professional training program started 30 participants are currently taking the course.
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ESG KEY PERFORMANCE INDICATORS

The ESG KPIs help us steer our CR activities. They enable us to improve
our performance on an ongoing basis. Because they are relevant to our
supply chain, we also address them in our Annual Report. For the pur-
pose of integrated financial and sustainability reporting, the KPIs map
the six types of capital addressed in these reports and therefore also
reflect the essential aspects of the sustainable value of our company
(see diagram).

TYPES OF CAPITAL

Sustainable value of the company
. CO, Emissions KPI

Energy Consumption KPI

Employee Identification with CR Commitment KPI

Social Commitment KPI

Used Cell-Phane Collection KPI

Community Investment KPI
Beneficiaries KPI
Media Literacy KPI

Energy Intensity KPI

Carbon Intensity KPI

Renewable Energy KPI

Enablement Factor KPI

Social and relational capital

Financial capital
Manufactured capital
Natural capital
Intellectual capital
Human capital

Sustainable corporate governance

W Economic indicators Environmental indicators Social indicators

* Also covers financial capital. The KPIs' allocation to the various types of capital is to llustrate coverage of the
individual types. However, an unambiguous allocation is not always possible for all types of capital.

ESG KPIS
We use fifteen Group-wide ESG key performance indicators (KPIs)
to steer our CR performance.

= Socially Responsible Investment (SRI) ESG KPI
= Sustainable Procurement ESG KPI

= Sustainable Revenue Share ESG KPI

= Carbon Intensity ESG KP!I

= CO, Emissions ESG KPI

= Energy Intensity ESG KPI

= Energy Consumption ESG KPI

= Renewable Energy ESG KPI

= Enablement Factor ESG KPI

= Used Cell-Phone Collection ESG KPI

= Community Investment ESG KPI

= Beneficiaries ESG KPI

= Media Literacy ESG KPI

= Social Commitment ESG KP!I

= Employee Identification with CR Commitment ESG KPI

All of Deutsche Telekom's national companies that participate in the
CR data collection process are under the obligation to record our
Group-wide ESG KPIs. These national companies represent 99 percent
of the Group's net revenue.

Calculation of the Employee Identification with CR Commitment ESG
KPlis based on an employee survey that is conducted every two years.
The next survey is scheduled for spring 2017, which is why no values
are available for 2016.

All ESG KPIs were systematically reviewed in 2016, just like they were
lastin 2014. We analyzed any need for adjustment based on changing
internal and external general conditions. The internal analysis particu-
larly focuses on three factors: relevance to our core business, contribu-
tion to implementation of our strategy and relevance to steering our
performance, all questions as to how effective each ESG KPI will be in
supporting our key sustainability efforts in the future. In 2016 we also
analyzed the extent to which the UN Sustainable Development Goals
(SDGs) relevant to our company are already covered by our ESG KPlIs.
In cases where we found coverage lacking, we looked into defining a
new KPI and including it in our external reporting activities.

Based on this review, we decided to include five new ESG KPIs in our
external reporting.

= Two new energy efficiency KPIs - the Energy Intensity ESG KPI
and the Carbon Intensity ESG KPI - now supplement our Energy
Consumption ESG KPland will fully replace it in the medium-term.
The two new ESG KPIs look at data volume instead of revenue.
Using data volume as a reference parameter makes it possible to
create a direct link to the performance of our networks,

= Inour2016 CR Report we also report for the first time on the

Renewable Energy ESG KPI, the Enablement Factor ESG KPI
and the Sustainable Products and Services ESG KPI.

Deutsche Telekom - Corporate Responsibility Report 2016
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We are also planning to expand our Sustainable Procurement ESG
KPlin the medium-term since we already achieved and even exceeded
the target associated with this KPI as planned for 2015.

ESG KPI REPORTING IN THE ANNUAL REPORT

We also report on selected ESG KPIs in the Deutsche Telekom Annual
Report. Forecasts on the further development of three ESG KPIs
(Energy Consumption, CO, Emissions and Sustainable Procurement)
according to German accounting standard DRS 20 are also included in
the report. We reviewed the forecasts made in the 2015 Annual Report
for our 2016 Annual Report.

The Energy Consumption ESG KPlis calculated by setting electricity
consumption in relation to revenue. The trend for this KPI was positive
in 2016. It decreased year-on-year as expected. Despite increasing
revenue, energy consumption decreased throughout the Group in the
reporting period. Given the unabated rapid growth in data traffic and
ongoing network build-out, this result was achieved only through further
gains in energy efficiency. We anticipate a positive development in our
Energy Consumption ESG KPI for the years 2017 and 2018, with a
declining trend in 2017 and a further slight decrease in 2018. This
development is the result of slight savings in electricity consumption
coupled with a slight increase in revenue. We expect to achieve further
reductions in electricity consumption above all as we migrate our net-
works in Germany to IP technology and merge T-Systems data centers
in various regions. Most of these savings are likely to be counterbal-
anced by the expansion of T-Mobile US and the accompanying rise in
electricity consumption.

We had assumed there would be a slight decline in the CO, Emissions
ESG KPIfor 2016, i.e., a slight overall improvement. In fact, CO, emis-
sions sank by Spercent in the reporting period. This positive trend is
mainly attributable to falling emissions from electricity consumption and
from fuel consumption for our vehicle fleet. Our electricity consumption
is the main driver of our CO, emissions. We therefore also expect a
slight downward trend in our CO, Emissions ESG KP! in the years 2017
and 2018. One of the goals we have set ourselves as part of our inte-
grated climate strategy for the year 2020 is to reduce CO, emissions
throughout the Group (excluding T-Mobile US) to 20 percent below the
figure for the base year 2008. Shutting down outdated PSTN technology
will be a major contribution in these efforts. We will be able to shut this
technology down as soon as migration to IP has been completed.

In the case of the Sustainable Procurement ESG KPI, we exceeded the
prior-year figure by an even greater margin than forecast. The share of
the procurement volume that has been risk-assessed already amounts
to 83 percent. Over the next two years, we expect our Sustainable
Procurement ESG KPI to remain stable at a high level.

We measure the impact of our social commitment with a set of three
ESG KPIs. The Community Investment ESG KPImaps our social commit-
ment in terms of financial, human, and material resources. The Benefi-
ciaries ESG KPI measures the huge number of active contributors as
well as the broad target group they reach. The Media Literacy ESG KP!I
highlights the high percentage of projects and activities promoting the
competent handling of media. It is highly relevance to us in controlling
terms as it correlates closely with our core business.
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We use the Employee Identification with CR Commitment ESG KPI

to determine the degree to which our staff identify with, or how satisfied
they are, with our CR commitment. This is based on the Group
employee survey (excluding T-MobileUS), which we conduct every two
to three years; the next is scheduled for spring 2017. This ESG KPI will
therefore not be reported until the next financial year. The figure for both
aspects was 78 percent in 2015.

We use the Socially Responsible Investment ESG KPI to determine how
the finance markets rate our sustainability activities. This indicator
measures the proportion of T-Shares held by investors whose invest-
ment strategy is based not only on economic but also on the ecological
and social aspects of corporate governance. In spring and fall 2016

we held a number of Socially Responsible Investment (SRI) roadshows,
at which we offered to answer critical questions from our investors. In
addition, we attended SRI conferences, organized conference calls and
web conferences, and answered numerous direct queries from rating
agencies, analysts and investors.

Our efforts to achieve greater sustainability are also paying off with
investors. At the end of 2016, around 20 percent of T-Shares were
owned by investors who take SRI criteria at least partly into account in
their investment decisions. Almost2 percent of T-Shares were held by
investors who give priority to SRI aspects when managing their funds.

Deutsche Telekom - Corporate Responsibility Report 2016
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SUSTAINABLE FINANCE

Companies that rely on sustainable business practices are more com-
petitive in the long term. Analysts from Deutsche Asset & Wealth Man-
agement and researchers at the University of Hamburg collaborated to
analyze more than 2 000 studies on the topic. Their conclusion: The
"business case" for sustainability has a sound empirical basis and the
vast majority of the studies analyzed pointed to a positive relationship
between sustainability and financial performance. This is why investors
who are interested in sustainability tend to focus on long-term yields
instead of short-term profit. Socially responsible investment (SRl img)
can be an important component when it comes to securing capital for
Deutsche Telekom AG in the long term.

SRIinvestment products consist of securities from companies that have
passed an audit conducted in accordance with environmental, social,
and governance (ESG img) criteria. This is why the development of
demand for T-Shares from socially responsible investors serves as an
indicator for assessing our sustainability performance. With our Socially
Responsible Investment ESG KPI we measure how the financial markets
perceive our CR activities. Investors concerned with sustainability often
refer to ratings published by specialized SRI analysts. For this reason
the rating given to our company by SRI analysts has an impact on our
ability to win over and retain socially responsible investors and achieve
our goal of keeping our company's medium and long-term cost of capi-
tal at a low level.

An increasing number of investors are responding favorably to the con-
cept behind the UN's Sustainable Development Goals (SDGs). The
future-oriented SDGs are particularly interesting for investors who are
planning for the long term and require greater transparency at compa-
nies in terms of their strategic approach and prioritization. We are also
seeing a trend toward impact measurement, i.e., assessing and, in some
cases, quantifying the impact that a company has on the environment
and on society. Taking a look at a company's contribution to the SDGs
can be valuable in this assessment. To us, this trend is both a challenge
and a chance to make the positive impact of our products and services
more transparent both internally at the company and to our customers.

We use different formats - both in our reporting as well as in direct
dialog - to inform SRl analysts and investors of our CR activities. More
and more investors and rating agencies are interested in receiving infor-
mation on our CR activities. Investors not classified as SRI investors, like
JP Morgan, Société Générale and HSBC are beginning to organize SR
conferences as well. Deutsche Telekom is regularly invited to present
our CR strategy and commitment as best practice at these conferences.

SOCIALLY RESPONSIBLE INVESTMENT (SRI) ESG KPI

At the end of 2016 around 20 percent of T-Shares were owned by
investors who consider SRl criteria in their investment decisions at least
to some extent. Two percent of T-Shares were held by investors who give
priority to SRI aspects when managing their funds.

Investor communication expanded

We have been publishing relevant Deutsche Telekom ESG KPls in our
Annual Report for several years now, also providing forecasts regarding
their future development. Financial market players interested in sustain-
ability can also review ESG information in the Socially Responsible
Investment (SRI) section on our investor relations portal. Interested
parties can find additional information on these topics in the SRl facts
info box provided as a supplement to this CR report.

In addition to our reporting activities, we also engage in targeted
dialog with investors. Our CR and Investor Relations (IR) departments
conducted two joint SRI roadshows in 2016, for example, one of which
took place in the U.S. for the first time. We also held conference calls
to keep interested investors informed and responded to numerous
direct requests for information. We covered the entire spectrum of ESG
criteria, from governance structure, corporate responsibility controlling
and a sustainable supply chain to climate protection and our refugee
aid efforts.

CURRENT POSITION IN RANKINGS AND RATINGS

Deutsche Telekom's ESG (environmental, social and governance)
performance is assessed within the scope of CR ratings, which provide
investors with valuable information for their investment decisions. As in
previous years, the T-Share was again listed on leading sustainability
indexes such as the DJSI World and the DJSI Europe Index from
RobecoSAM in 2016. In addition, rating agency oekom singled us out
as the world's best telecommunications company in terms of ecological
and social performance. We qualified for the A list of internationally
leading companies in the CDP climate protection ranking (previously
Carbon Disclosure Project) for the first time in 2016. CDP commends
companies that report their CO, emissions extremely transparently and
in detail. In addition to making it onto the A list, we were also included
in the STOXX Global Climate Change Leaders Index. The STOXX Global
ESG Leaders Index listed Deutsche Telekom for the sixth year in a row.
Once again, our share was listed on the FTSE4Good index and the UN
Global Compact 100 index in the reporting year.
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INTEGRATED REPORTING

More and more people are recognizing the significance of CR for a
company's success. This can also be seen in the international trend
toward tighter integration of financial and non-financial reporting.
Sustainability aspects that are very important to corporate added value,
such as environmental protection, employee needs and sustainable
products, are being included in traditional management reporting.

We have been working on integration in the Deutsche Telekom annual
report for several years now. These efforts can be seen in the increasing
inclusion of CR topics in central business processes such as procure-
ment, product development and innovation. Integrating these topics into
our annual report also promotes a harmonized format for reporting on
our company's financial and non-financial performance. This addresses
the requirements of our SRl investors.

In various sections of our annual report, we show how sustainability
contributes to value creation in our corporate processes. We have also
been reporting on our ESG KPIs since 201 1. For our Energy Consump-
tion, CO, Emissions and Sustainable Procurement ESG KPIs we have
been including additional qualitative trend forecasts for the following
two financial years since 2013. In the 2016 Annual Report and this

CR report, we once again compared our forecasts with the actual KPI
trends. Find out more in the ESG KPI section.

To facilitate the integration process, we outlined Deutsche Telekom's
contribution to the Sustainable Development Goals (SDGs) for the first
time in our 2016 Annual Report. Many of our products, services and
activities contribute to the SDGs. In order to make this more transparent
for our readers, we have marked the relevant sections with the appro-
priate SDG symbol.

TAX POLICY GUIDELINES

The Group Tax department is responsible for ensuring that the
Deutsche Telekom AG Group pays taxes and duties at national and
international level in accordance with the applicable statutory provi-
sions. This involves utilizing the scope available for optimizing taxes on
the one hand, and living up to the social responsibility of a multinational
company on the other.

Group Tax makes sure that the Deutsche Telekom Group complies with
all its tax obligations in Germany and abroad, in particular that it pays
the taxes in accordance with the local laws and regulations applicable
to the individual Group entities. This includes the Group's income taxes,
which must also be regularly reported in our IFRS financial statements,
as well as VAT and income tax on salaries payable within the context

of customer transactions and for Group employees. Group Tax also
ensures that the corporation has an efficient tax structure within the
framework of German and foreign tax law as applicable in each country,
i.e., that the Group does not carry any unnecessary tax burden. The goal
is to achieve sustainable tax efficiency for the Group, something in
which transparent, reliable cooperation with local tax authorities is
deemed to be indispensable.

In addition, Group Tax also has the ambition to contribute as much
as possible to the success of Deutsche Telekom's operations, e.g., by
providing detailed tax advice regarding new business models or innova-
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tive technological developments. In such matters, the department is
particularly focused on immediately clarifying any unresolved tax law-
related issues as well as providing practical solutions to meeting all
applicable tax requirements.

SOCIALLY RESPONSIBLE INVESTMENT STRATEGY FOR
DEUTSCHE TELEKOM PENSION FUNDS

We take a holistic approach to the topic of socially responsible invest-
ments. This includes investments in the capital market for company
pension schemes and similar obligations in Germany, which are also
based on our sustainability principles. These principles were incorpo-
rated into our socially responsible investment strategy for pension
funds in 2013 in the form of exclusion criteria. These criteria prohibit
investment in companies that produce or trade in ABC weapons,
anti-personnel mines or cluster bombs. Also prohibited are investments
in companies that have repeatedly violated the principles of the

UN Global Compact img. Deutsche Telekom pension funds are also
prohibited from purchasing government securities from governments
that are subject to sanctions in accordance with public international law.
The pension funds agreed to comply with our socially responsible
investment strategy in 2013.

We are convinced that putting this investment strategy into practice will
help improve our financial risk indicators. It will help us avoid high-risk,
controversial investments and, instead, invest in long-term, stable values
that are in line with our principles of sustainability. This approach meets
the requirements of business customers and support our responsibility
as a trustee when it comes to investing our employees' capital. Last but
not least, it also supports our reputation as a leading DAX company
among NGOs and in the media.
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SUPPLY CHAIN AND MATERIALITY

Which sustainability topics are relevant for our revenue development,
capacity for innovation and reputation? Which topics matter to our
stakeholders, e.g., our shareholders, customers and employees, as well
as the public? In what areas and in what ways do our business opera-
tions impact society and the environment? We need to know the
answers to these questions if we want to be successful in financial and
ecological terms as well as in the eyes of society, which is why our
materiality process is not solely based on our own perspective but also
takes into account the needs and interests of our stakeholders.

OUR BUSINESS OPERATIONS AND ADDED VALUE

More than 165 million mobile communications customers, 29 million
fixed-line customers and roughly 19 million broadband connections
make us one of the world's leading ICT companies. We offer consumers
a wide range of products and services in the areas of fixed-line/broad-
band, mobile communications, Internet and IPTV. corporate and busi-
ness customers also rely on our ICT services. Deutsche Telekom oper-
ates in more than 50 countries. With a staff of some 218,300 employees
throughout the world, we generated revenue of 73.1 billion euros in the
2016 financial year, around 66 percent of which was generated outside
Germany (December31, 2016).

So that we can continue to be successful, we are already evolving from
a traditional telephone company into an entirely new kind of service
company. Our core business, i.e., the operation and sale of networks
and connections, remains the basis. But at the same time we are
proactively committing to business areas that open up new growth
opportunities for us. Because increasingly larger amounts of data need
to be transported at ever faster speeds, we offer our customers fixed-
line, mobile communications and IPTV from one source. This also calls
for ever more efficient networks, which is why we invest in network
expansion more than any other provider in Germany - more than

34 billion euros in total from 2010 through 2016.

Our subsidiary T-Systems offers integrated solutions for business
customers, including secure operation of their systems, traditional ICT
services and cloud solutions as well as new business models and
innovation projects in forward-thinking fields such as data analysis,
the Internet of Things and machine-to-machine communication (M2M)
and Industry 4.0.

As illustrated in the diagram, our Group consists of four operating seg-
ments. The 2016 Annual Report provides more in-depth data regarding
our business development.

THE ORGANIZATIONAL STRUCTURE AT A GLANCE

Deutsche Telekom Group
Group Headquarters & Group Services

United States Europe

Germany Systems

Solutions
Fixad-network Mobile T-Systems
and mebile communications
communications

Fixed-network
and mobile
communications

We strive to make an effective contribution to sustainable development
along all parts of our supply chain.

SIMPLIFIED ILLUSTRATION OF DEUTSCHE TELEKOM’S
SUPPLY CHAIN

Raw materials extraction Processes at Deutsche Telekom Disposal and recycling

BODD

Manufacturing Use of products

and services

CONSISTENT MATERIALITY PROCESS

Every year we identify which topics are of particular relevance in
defining Deutsche Telekom's sustainability management and sustain-
ability reporting focus from the perspective of our stakeholders as well
as from an internal corporate perspective. We use previous year results
as the basis and assess these in the light of recent developments.

This materiality process has been in place at our company since 2015
in compliance with the methodology of the Global e-Sustainability
Initiative (GeSl). This methodology covers 55 topics that are material

to the ICT industry. These can be placed in nine categories: digital
inclusion, employee relationships, climate change, circular economy,
sourcing and manufacturing, customer relationships, privacy and free-
dom of expression, governance, and local community and environment
impacts. The advantage of using the GeSI methodology is that it allows
us to focus on our core business as an ICT service provider. In addition,
the materiality topics have been developed to pertain to a variety of
companies and are therefore recognized in the industry.
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Material topics from our stakeholders perspective

Our online survey is always available for our stakeholders to weight
topics based on their importance as well as, since 2016, our perfor-
mance in the different areas. In the survey, stakeholders are asked to
rate the topics that have been identified through our internal materiality
process. This ongoing, logical process makes it possible to achieve
comparable results. To help us identify which aspects are most material
for our stakeholders, we assessed the results of the survey for the period
from January 1, 2016, through December 31, 2016. You can find the
online survey here. The assessment was based on evaluations submit-
ted by 143 people:

= 53 customers

= 41 employees and potential employees or employee representatives

= Janalysts and investors

= 10 participants from the worlds of science, research and education

= 12 NGO representatives

= 4 suppliers

= 3 representatives from regulatory authorities and political
decision-makers

= 11 employees who associated themselves with none of the groups
mentioned

In addition to giving stakeholders a chance to rate the importance of
topics and assess our performance, the survey also includes questions
open to comment. You can find our stakeholder feedback from the
reporting period here.

Stakeholders also have the opportunity to assess our performance in
different areas. Our stakeholders rate our performance high in the key
areas of privacy, data security and cyber safety. However, they do see
potential for improvement in the areas of sustainable product design
and the socially relevant application of ICT products and services.

Material topics from the company perspective

We continue to reevaluate the importance of topics every year, con-
ducting internal workshops to assist us in this process as needed. Most
recently in November 2015, numerous experts from different depart-
ments, including Human Resources, Innovation and Communications,
participated in one of these workshops. They went through the 55 GeSl
topics and identified those that had the most impact on five key value
drivers behind our business success from a corporate perspective (see
below). These value drivers are also based on the GeSI methodology:

= Technology and innovation: Our customers increasing demand for
secure, encrypted services has made topics like data privacy and
cyber security two of the most significant drivers of innovation at our
company.

= Revenue growth: We are able to tap new markets and reach out to
new customers through network expansion. High service quality is
decisive when it comes to customer satisfaction and therefore has
a direct impact on winning over customers and customer loyalty.
Customer inquiries on sustainable products are still limited in num-
ber but continue to grow, which is why this topic has been identified
as an important driver.
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= Business operations: Which topics have a positive impact on busi-
ness processes or help reduce costs? Extensive employee involve-
ment and fundamental basics like data privacy, service quality,
stakeholder involvement and compliance are particularly important.

= Employee relations: Talent acquisition, retention, development and
staff reduction, employee involvement, employee health, safety and
wellness and employee diversity and anti-discrimination all have a
tremendous impact on employee satisfaction and productivity. Main-
taining a service-oriented corporate culture (service quality), ethical
business practices and transparency also have a positive impact on
employee relations.

= Reputation: A high degree of transparency and extensive reporting
create lasting trust in Deutsche Telekom. Topics such as business
practices, service quality, privacy and supply chain labor standards,
on the other hand, can pose risks to our reputation. If the media
negatively reports on our brands, products or services in connection
with these topics, this can damage our reputation.

RESULTS OF THE MATERIALITY ANALYSIS

In our stakeholder survey and at our internal workshop, participants can
rate topics as "very relevant," "relevant," "less relevant" and "not relevant."
We translate their weighting results onto a 100-point scale. Here are the
results of the analysis.

The result
The following illustration shows how all of the topics were rated by our
stakeholders and from a corporate perspective on a scale of 0 to 100.

Materiality Matrix

All Subjects for 2016

Category:

@ Customer relationships @ Employes relationships Privacy and freedom of expression @ Climate change Governance Digital inelusion

® sourcing and manufacturing @ Local community and environment impacts Circular economy
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chain ° [ ]
@ Adjusting to the impact of climate change v L]
@ Supply chain labor standards
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3
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Relevance for Deutsche Telekom

Key aspects for Deutsche Telekom's sustainable business
development

All topics that earned more than 70 points on an average in the material-
ity process are considered to be key aspects. They are presented on a
scale of 50 to 100 below.

Deutsche Telekom - Corporate Responsibility Report 2016



STRATEGY & MANAGEMENT

SUPPLY CHAIN AND MATERIALITY

Materiality Matrix
Top-Subjec 2016

Il Data Security

H Prvacy

[l Cyber Safety

ICT Solutions for a Low-Carbon Economy
B Employee Involvement

A service Quality

IGT and Child Safety

I Talent Acquisition, Retention, Development and Reduction

B Transparency and Reporting
[ Migrating climate change

I Social Application of IGT Produsts and Services

[B Vectoring Rellout

[H Ethical Business Practices and Compliance

Stakeholder Engagement

@ Supsly Chain Labor Standards

[ Ssustainable product design

Employee Health, Safety, and Wellness
@ Employee Diversity and Anti-Discrimination

Materiality matrix of Deutschen Telekom

Extract
100

High relevance for stakeholders

High relevance for Deutsche Telekom

50

75 100

MATERIAL ASPECTS MATCHED WITH GRI ASPECTS
The following overview indicates which GRI aspects can be matched
with the material areas of the stakeholder survey.

# Material aspects

GRI aspects

Management approach

1 Data security

2  Privacy

3 Cyber safety

4 ICT [ solutions for a low-

carbon economy

5  Employee involvement

6 ICT and child safety

7 Service quality

8  Talent acquisition,
retention, development and

staff reduction

9  Transparency and reporting

10 Climate change mitigation

11 Socially relevant application
of ICT products and

services

12 Network expansion

13 Ethical business practices

and compliance

Gustomer privacy

Customer health and

safety

Products and services

Labor/management

relations

freedom of association

and collective bargaining

Customer health and

safety

Product and service

labeling

Employment, training and

education

« (no matching GRI aspect

available)

o Emissions

energy

« (no matching GRI aspect
available, see S