Board of Management’s reports
to the shareholders’ meeting

Board of Management’s report on item 8 of
the agenda: Report on the exclusion of any
possible right to tender shares for the acqui-
sition of own shares using equity derivatives

Item 8 on the agenda contains the proposal
to authorize the Company to use equity deriv-
atives for the acquisition of own shares in ac-
cordance with the authorization proposed un-
der agenda item 7. To this end, the Board of
Management is to be authorized (1) to sell
options that upon exercise, obligate the Com-
pany to acquire shares (hereinafter: put op-
tions), and (2) to acquire options that upon
exercise, entitle the Company to acquire
shares in the Company (hereinafter: call op-
tions). Own shares can also be acquired in
accordance with the authorization proposed
under item 8 on the agenda by using combina-
tions of put options and call options (herein-
after jointly: equity derivatives or derivatives).
The proposed authorization envisages that all
the equity derivatives used under this autho-
rization may relate to a number of shares that
does not exceed 5% of the capital stock of
Deutsche Telekom AG on the date the share-
holders’ meeting adopts a resolution on this
authorization.

Usable equity derivatives and their advantages
The proposed authorization allows the usage
of put options and call options as well as com-
binations of these equity derivatives.

When the put options are sold, the Company
grants the buyer the right to sell Deutsche
Telekom AG shares at a price stipulated in the
put option (exercise price) to the Company. The
Company receives an option premium as a con-
sideration. If the put option is exercised, the op-
tion premium paid by the buyer of the put op-
tion reduces the total equivalent value paid by
the Company to acquire the share. Exercising
the put option then makes commercial sense
for the option owner if the Deutsche Telekom AG
share price is below the exercise price on the
date of exercising because the option own-

er can then sell the shares at a higher exercise
price. From the Company’s perspective, the
share buyback using put options has the advan-
tage that it can specify the exercise price when
concluding the option transaction, where-

as the liquidity will only flow out on the date
the options are exercised. The usage of put op-
tions for share buybacks can be sensible, for
instance, if the Company intends to buy back
own shares at low share prices, but is not certain
about the optimum buyback date, i.e. the date
of the most favorable Deutsche Telekom AG
share price. It can be advantageous here for the
Company to sell put options, whose exercise
price is below the Deutsche Telekom AG share
price on the date of concluding the put-option
transaction. The usage of put options offers, in
particular, the advantage that the buyback —
compared with an immediate buyback — takes
place at a lower price level. If the option owner
does not exercise the option, because the share
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price on the date of the exercise is above the
exercise price, the Company can in this way not
acquire equity shares, but still has the collect-
ed option premium.

When a call option is acquired, the Company
receives the right against payment of an option
premium to buy a previously stipulated number
of shares at a previously stipulated price (ex-
ercise price) from the seller of the option, the
writer. Exercising the call option makes com-
mercial sense for the Company if the Deutsche
Telekom AG share price is higher than the exer-
cise price since it can then buy the shares at a
lower exercise price from the writer. In this way,
the Company can hedge against rising share
prices. In addition, the Company’s liquidity is
preserved since the stipulated acquisition price
for the shares must only be paid when the call
options are exercised.

Term of the usable equity derivatives

The longer the term of an equity derivative,
the greater the probability that the Deutsche
Telekom AG share price unpredictably devi-
ates from the share price when the derivative
transaction was concluded. The proposed au-
thorization therefore envisages that the term
of the individual derivatives may not be more
than 18 months in each case. It is also envis-
aged that the term of the individual deriva-
tives must end no later than March 31,2026
and must be chosen in such a way that

the own shares cannot be acquired after
March 31,2026 when exercising the deriva-
tives. The reason is that the buyback autho-
rization proposed in agenda item 7 will also
expire at the end of March 31, 2026 and sub-
sequently no more shares can be bought back
on the basis of this provision. Since the autho-
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rization proposed under agenda item 8 sup-
plements this buyback authorization, the tim-
ing of the two should occur simultaneously.

Further arrangements of the usable equity
derivatives

In accordance with the proposed authoriza-
tion, the derivative transactions must be con-
cluded with a bank or some other company
meeting the requirements of § 186 (5) sen-
tence 1 of the German Stock Corporation Act
(Aktiengesetz - AktG) (hereinafter jointly: issu-
ing companies). In accordance with the pro-
posed authorization, it must also be ensured
that the derivatives are only paid with shares
which have been acquired from the issuing
company previously observing the principle of
equal treatment through the stock market at
a price that is not significantly higher or lower
than the current share price in the Xetra trad-
ing system of Deutsche Borse AG (or a subse-
quent system) on the date of conclusion of the
stock market transaction and that is no more
than 10 % higher or 20 % lower than the share
price established by the opening auction on
the trading day on which the stock market
transaction was concluded in the Xetra trad-
ing system of Deutsche Bérse AG (or a sub-
sequent system). For this reason, the issuing
company must also comply with the require-
ments in the authorization proposed in agen-
da item 7 under b) (1) for the Company when
acquiring shares on the stock market. To en-
sure this, a relevant obligation with put op-
tions must already be part of the agreement
with the issuing company; the Company may
only exercise call options if it is ensured that
these requirements are met when supplying
the shares. As a result of the issuing compa-
ny only supplying shares that it has previously
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acquired through the stock market at the cur-
rent share price in the Xetra trading system of
Deutsche Borse AG (for a subsequent system)
on the date of acquisition through the stock
market, the rule of equal treatment of share-
holders should be met in accordance with the
provisions in § 71 (1) no. 8 sentence 4 AktG.

The price agreed in the derivative (exclud-

ing transaction costs) for the acquisition of a
Deutsche Telekom AG share when exercising
the derivatives must both including and ex-
cluding a received or paid option premium not
be more than 10 % higher or 20 % lower than
the share price established by the opening
auction on the trading day on which the deriv-
ative market transaction was completed in the
Xetra trading system of Deutsche Borse AG
(or a subsequent system). The Company is
therefore placed in a position in respect of the
permissible acquisition price of the shares in
the starting point as if it were to acquire the
shares directly through the stock market on
the date the relevant derivative transaction
was concluded. For the acquisition authori-
zation proposed under agenda item 7 envis-
ages under b) (1) the same lowest and high-
est equivalent values for the acquisition of
own shares through the stock market. None-
theless, the proposed authorization on the use
of equity derivatives also envisages in this re-
spect another restriction whereby the rele-
vant limit values both with and also without
inclusion of a received or paid option premium
have to be met.

The call option premium paid by the Compa-
ny must not be significantly higher and the
put option premium collected by the Com-
pany must not be significantly lower than the
theoretical market value of the respective op-

tions calculated according to accepted finan-
cial mathematical methods; the agreed exer-
cise price, among other things, shall be taken
into account as part of the calculation. This
and the limited scope in which own shares can
be acquired using equity derivatives, corre-
sponds to the basic notion transferred to any
right to purchase for shareholders of § 186 (3)
sentence 4 AktG which applies to the exclu-
sion of subscription rights.

Exclusion of any right to tender shares

If own shares are acquired using equity de-
rivatives in compliance with the above provi-
sions, shareholders shall not be entitled un-
der the proposed authorization to conclude
such derivative transactions with the Compa-
ny. By the fact that the company can conclude
the derivative transactions with an issuring
company, the Company is enabled — unlike
with an offer to conclude equity transactions
to all sharholders — to conclude the derivative
transactions at short notice. This gives the
Company the necessary flexibility to be able
to respond quickly to market situations.

When acquiring own shares using these equi-
ty derivatives, shareholders should be entitled
to tender their shares only to the extent that
the Company is obliged to accept the shares
from them from the derivative transactions.
Any further right to tender shares is excluded
in the proposed authorization. Otherwise, the
use of the equity derivatives envisaged in the
proposed authorization as part of the acquisi-
tion of own shares would not be possible and
the Company would not benefit from the as-
sociated advantages.

The aforementioned specifications ensure
that the shareholders do not suffer substan-
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tial financial loss when acquiring own shares
using equity derivatives. Since the Company
collects or pays a fair market price, the share-
holders, in particular, not involved in the deriv-
ative transactions do not suffer any substan-
tial loss of value. The shareholders’ position
essentially corresponds to their position with
the share buyback through the stock ex-
change where not all shareholders are actually
able to sell shares to the Company. The provi-
sions governing the arrangements of the eq-
uity derivatives and the requirements for the
shares to be supplied to ensure that the prin-
ciple of equal treatment of shareholders is
also ensured with this mode of acquisition. It
is therefore justified that any claims of share-
holders to conclude the aforementioned de-
rivative transactions with the Company are
excluded.

Considering all the above-mentioned facts
and circumstances, the Board of Management
and the Supervisory Board regard the exclusion
of any right to tender shares as justified and
reasonable for the shareholders for the rea-
sons given. The Board of Management shall
report to the shareholders’ meeting on the
details of any plans to make use of the autho-
rization to buy back own shares using equity
derivatives.

Usage of shares acquired using equity
derivatives

The provisions contained in the authorization
proposed under agenda item 7 in ¢) through
m) shall also apply to the usage of own shares
acquired using equity derivatives. For further
information see Board of Management’s re-
port onitem 7 of the agenda.
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