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Overview of the 2010 financial year.

Net revenue. (billions of €)

64.6 62.4

2009 2010

Proportion of net revenue generated internationally. (%)

43.7% Domestic

56.3% International

Adjusted EBITDA. (billions of €)

20.7 19.5

2009 2010

Net revenue decreased by 3.4 percent compared with the prior year. Excluding
T-Mobile UK, net revenue increased slightly year-on-year by EUR 0.3 billion.

Changes in the composition of the Group (OTE, T-Mobile UK) had a net negative
effect of EUR 1.9 billion, while exchange rate effects totaling EUR 1.2 billion
had a positive impact on net revenue.

Operations were positively impacted by the development of mobile data revenue
and the increase in revenue from Systems Solutions as a result of new deals.

Negative impacts on operations included fixed lines lost to competition and
regulatory price cuts.

Proportion of net revenue generated internationally decreased slightly to
56.3 percent, compared with 56.6 percent in the prior year.

Domestic net revenue amounted to EUR 27.3 billion, EUR 0.8 billion lower than
in the prior year. International net revenue decreased year-on-year by 3.9 percent
or EUR 1.4 billion.

The decline in international net revenue is primarily attributable to the establish-
ment of the new joint venture Everything Everywhere in the United Kingdom.
T-Mobile UK has no longer been fully consolidated since April 1, 2010.

We generated adjusted EBITDA of EUR 19.5 billion, achieving the target we
originally communicated for the year of approximately EUR 20 billion, less

EUR 0.4 to 0.5 billion following the deconsolidation of T-Mobile UK.
Fixed-network lines lost to competitors, price changes imposed by the regulator,
and newly imposed or increased special taxes on telecommunications services
had a negative impact on adjusted EBITDA.

Cost management and the Save for Service program only partly offset these effects.

Free cash flow (before dividend payments and spectrum investment). (billions of €)

70 6.5

2009 2010

Free cash flow amounted to EUR 6.5 billion, exceeding the Company’s guidance
for 2010 by EUR 0.3 billion despite a year-on-year decrease of EUR 0.6 billion
in cash inflows from factoring.
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Net debt. (billions of €)

40.9 42.3 = Netdebtincreased by 3.3 percent compared with the end of 2009 to EUR 42.3 billion.
= This increase was driven by: dividend payments of EUR 4.0 billion (including dividends
paid out to non-controlling interests), payments of EUR 1.3 billion for spectrum,
exchange rate effects of EUR 0.8 billion, effects of corporate transactions of
EUR 0.8 billion - mainly relating to T-Mobile UK and STRATO - and the share
buy-back amounting to EUR 0.4 billion.

M Free cash flow of EUR 6.5 billion reduced net debt.

Dec. 31,2009 Dec. 31,2010

Net profit. (billions of €)

1.7 M Net profit increased by EUR 1.3 billion to EUR 1.7 billion.
= The decline in EBITDA was more than offset.

= Depreciation, amortization, and impairment losses (including impairment
on goodwill and property, plant and equipment) decreased by EUR 2.1 billion;
loss from financial activities reduced by EUR 0.5 billion.

04 = Income tax expense decreased by EUR 0.8 billion; decline in share of
I non-controlling interests in profit.
2009 2010

Shareholders’ equity. (billions of €)

41.9 43.0 = Shareholders’ equity increased by EUR 1.1 billion compared with the end of 2009.
= Positive effects from currency translation (EUR 3.7 billion) and net profit
(EUR 1.7 billion).
= Negative effects from dividend payments (EUR 4.0 billion) and capital decrease
(EUR 0.4 billion).

Dec. 31,2009 Dec. 31,2010

Equity ratio. (%)

32.8 33.7 = Total assets remained almost unchanged compared with the end of 2009
(EUR 127.8 billion).

M Increase of 2.6 percent in shareholders’ equity.
= This resulted in an improvement in the equity ratio.

Dec. 31,2009 Dec. 31,2010

[E) For a more detailed explanation, please refer to the section “Development of business in the Group.”
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Comparison of expectations and actual development at Group level.

The estimates for the 2010 financial year originally published in the 2009 of financial position under investments accounted for using the equity
Annual Report were based on the planning assumption that the UK method. The share in the joint venture’s profit/loss is reported under
subsidiary T-Mobile UK was fully consolidated. Everything Everywhere, profit/loss from financial activities in the consolidated income statement.
the joint venture established on April 1, 2010 as a result of the merger The original estimates have therefore been adjusted to take account of
of T-Mobile UK and Orange UK; is included in the consolidated statement the changed circumstances.

2010 guidance 2010 delivery 2010 guidance 2010 delivery

- Including T-Mobile UK, approx. € 20 billion - Including T-Mobile UK, approx. € 6.2 billion

- Excluding T-Mobile UK, less - Excluding T-Mobile UK, approx. € 6.2 billion €6.5 billion

€0.4 - 0.5 billion €19.5 billion

Capital expenditure (before spectrum) totaled EUR 8.5 billion in 2010 and was concentrated in all countries on further rolling out broadband and expanding capacities in existing networks.
In mobile communications, we increased 3G network coverage, while in the fixed network, the focus was mainly on DSL, VDSL, and IPTV. Furthermore, we continued to upgrade the existing
telephone network to a next-generation network, such as the IP-based voice network. At T-Systems, capital expenditure was primarily in connection with customer orders and the expansion of
new shared platforms (e.g., for cloud services).

Comparison of stakeholders’ expectations and actual development.

The following measures and achieved targets serve to ensure the different have of the Group are fulfilled. El For further explanations, please refer
expectations and interests that the stakeholders (shareholders, providers to the section “Group strategy and Group management.”
of debt capital, employees, and the “entrepreneurs within the enterprise”)

Shareholders Q/ Providers of debt capital (/

2010 guidance 2010 delivery 2010 guidance 2010 delivery
Shareholder - Total annual - Share buy-back Rating A-/BBB+ BBB+
remuneration remuneration volume of € 0.4 billion and Relative debt 2t02.5x 2.2x
policy? of €3.4 billion - Proposed dividend Equity ratio 2510 35% 33.7%
- Of which minimum for 2010 Gearing 0.8t01.2 1.0
annual dividend of €0.70 per share Liquidity reserve covers maturities covers maturities
of €0.70 per share (€3.0 billion) of the next 24 months > 24 months
Guidance through 2012 ROCE level®

Improvement of 150 basis points 2010: 3.5% (2009: 3.9%)

Staff restruc- Expenses arising from staff restructuring Transactions in 2010 - Establishment of the
turing and in 2010: € 1.0 billion Everything Everywhere joint venture
staff reduction - PTC transaction

ROCE impact: ~ -0.6 %-age points Total ROCE impact: ~ -0.4 %-age points

Employees “Entrepreneurs within the enterprise”

a[E] Please refer to footnote 2, page 129. b ROCE 2010: 3.9 % (excluding expenses arising from the PTC transaction and effects from the deconsolidation of T-Mobile UK).
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Highlights in the 2010 financial year.

Development of the Group’s strategy.

Board of Management develops Group strategy further. As part of our
enhanced Fix - Transform - Innovate strategy, we are aiming to refocus
our business with investments in intelligent networks and with IT, Internet,
and network services. Our aim is to drive up revenues in growth areas.
For more information about the further development of our strategy,
please refer to the section “Group strategy and Group management.”

Developments at management level.

New five-year contract for René Obermann. At its meeting on Decem-
ber 16, 2010, the Supervisory Board of Deutsche Telekom AG resolved
ahead of time to extend René Obermann’s contract as Chairman of

our Board of Management by five years. His current contract expires on
October 31, 2011. The new contract will run until the end of October 2016.

Edward R. Kozel appointed to the Board of Management of Deutsche
Telekom AG. At its meeting on May 2, 2010, the Supervisory Board
appointed Edward R. Kozel as a new member of Deutsche Telekom AG’s
Board of Management effective May 3, 2010. As member of the Board
of Management for Technology and Innovation/Chief Technology and
Innovation Officer (CTIO), he is responsible for Technology, IT, Procure-
ment, and Products & Innovation for standard business (consumers and
business customers).

Changes in management at T-Mobile USA and OTE. Philipp Humm suc-
ceeded Robert Dotson as CEO of T-Mobile USA effective November 1, 2010.
Robert Dotson remains with the company as Vice Chairman. Michael Tsamaz
was appointed successor to Panagis Vourloumis as Chairman and Chief
Executive Officer (CEQ) of OTE effective November 3, 2010. Panagis
Vourloumis left the company effective the same date. Michael Tsamaz will
also continue as CEO of Cosmote Mobile Communications.

Investors/Shareholder remuneration policy.

Shareholder remuneration policy* for the 2010 to 2012 financial years
approved. The Board of Management and Supervisory Board have
decided to pursue a shareholder remuneration policy for the 2010 to 2012
financial years, consisting of an annual dividend of at least EUR 0.70 per
share and the buy-back of the Company’s own shares with the remaining
amount, up to a total shareholder remuneration of around EUR 3.4 billion.
This policy is subject to the requisite unappropriated net income being
posted in the annual financial statements of Deutsche Telekom AG for the
financial year in question and the ability to form the necessary reserves
for the share buy-back. It is also contingent upon the executive bodies
adopting resolutions to this effect taking account of the Company’s situation
at the time.

Share buy-back and capital decrease completed in 2010. Deutsche
Telekom AG purchased shares for a total price of EUR 400 million (excluding
transaction costs) in 2010. The Company then retired the approximately
40 million shares purchased and reduced Deutsche Telekom AG’s share
capital accordingly by EUR 102 million. El For more information, please
refer to the notes to the consolidated financial statements.

Deutsche Telekom included in Dow Jones Sustainability Index (DJSI)
again. In 2010, we again qualified for the Dow Jones Sustainability Index
World and Dow Jones Sustainability Index Europe, the most renowned
sustainability indexes.

Corporate transactions/Changes in the
segment structure.

Everything Everywhere joint venture successfully established in the
United Kingdom. On April 1, 2010, together with France Télécom S.A.,
we merged T-Mobile UK and Orange UK to create a joint venture called
Everything Everywhere in which the two shareholders hold equal shares
of 50 percent. Following the establishment of the joint venture, the assets
and liabilities of T-Mobile UK have no longer been shown in the consoli-
dated statement of financial position since April 1, 2010. Also T-Mobile
UK’s income statement has no longer been included in the consolidated
income statement since the same date. Instead, the joint venture is
included in the consolidated statement of financial position under invest-
ments accounted for using the equity method, while the share in the joint
venture’s profit/loss is reported in the consolidated income statement
under profit/loss from financial activities.

* [El Please refer to footnote 2, page 129.
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Merger of the Europe and Southern and Eastern Europe operating
segments. On February 24, 2010, the Supervisory Board resolved to
realign the management structure of the two operating segments Southern
and Eastern Europe, and Europe. These two operating segments were
merged on April 1, 2010 to form the new Europe operating segment that
encompasses the fixed-network and mobile operations of the national
companies in Greece, Romania, Hungary, Poland, the Czech Republic,
Croatia, the Netherlands, Slovakia, Austria, Bulgaria, Albania, the F.Y.R.O.
Macedonia, and Montenegro, as well as the UK joint venture. It also
includes the International Carrier Sales and Services unit, which mainly
provides wholesale telecommunications services for the Group’s other
operating segments. Since April 1, 2010, we therefore report on the
four operating segments Germany, Europe, United States, and Systems
Solutions, as well as on Group Headquarters & Shared Services.

Acquisition of STRATO and ClickandBuy. We fully consolidated STRATO
AG and STRATO Rechenzentrum AG (STRATO) as of January 1, 2010.
The transaction makes us a leading provider of Web hosting products,
especially for consumers and small business customers in Germany. We
also acquired the remaining shares in the Internet payment service pro-
vider Firstgate effective April 1, 2010. Via our venture capital company,
T-Venture, we have held shares in Firstgate, best known for the Clickand-
Buy brand, since 2006.

Litigation settlements.

T-Online appraisal rights proceedings. In the proceedings concerning
the review of the appropriateness of the exchange ratio in the merger

of T-Online into Deutsche Telekom, the Frankfurt/Main Higher Regional
Court ruled on September 3, 2010 that Deutsche Telekom must make

a supplementary cash payment of EUR 1.15 per share plus interest to
former T-Online shareholders. The ruling only applies to those sharehold-
ers who exchanged their T-Online shares for Deutsche Telekom shares as
part of the merger. As approximately 120 million shares were exchanged
in this manner, a supplementary cash payment of around EUR 138 million
plus interest had to be made.

Polska Telefonia Cyfrowa Sp.z 0.0. (PTC). In December 2010, we
reached an agreement with the French media company Vivendi and the
Polish-based Elektrim as well as Elektrim’s creditors that has secured us

full, undisputed ownership of PTC. Deutsche Telekom and its subsidiaries
paid approximately EUR 1.4 billion to Elektrim and Vivendi in January 2011
under the terms of the agreement. Settlement of all legal disputes between
the parties was also agreed. El For more information, please refer to the
notes to the consolidated financial statements.

One Company.

Official launch of Telekom Deutschland GmbH. The spin-off of the T-Home
unit into T-Mobile Deutschland GmbH became effective upon entry in the
commercial register on March 30, 2010, and with it the merger of German
fixed-network and mobile operations within a single entity. At the same time,
T-Mobile Deutschland GmbH was renamed Telekom Deutschland GmbH -
a step which also became effective upon entry in the commercial register
on March 30, 2010.

Fixed-network and mobile operations now also merged in Slovakia.
Following the mergers of mobile and fixed-network operations in Hungary,
Montenegro and - in early 2010 - in Croatia, Slovak Telekom and T-Mobile
Slovakia have also merged to form one company. Consequently, the
national companies in Slovakia are following the path that we have already
successfully taken in Germany.

Delisting.

Deutsche Telekom delisted from the New York Stock Exchange (NYSE)
and the Tokyo stock exchange. Deutsche Telekom AG’s shares have
been traded on the U.S. over-the-counter (OTC) market since June 21, 2010.
Also, Deutsche Telekom AG has deregistered from the U.S. Securities
and Exchange Commission (SEC). Deutsche Telekom shares have been
delisted from the Tokyo stock exchange since July 15, 2010.

OTE and Magyar Telekom withdraw from the NYSE. OTE delisted its
American Depositary Shares (ADSs) from the NYSE on September 17, 2010,
followed by Magyar Telekom on November 12, 2010. Both companies
also intend to deregister and thus discontinue their reporting obligations
to the SEC.

Employees.

Deutsche Telekom is the first DAX 30 company to introduce a women’s
quota for management positions. In March 2010, we became the first
DAX 30 company to introduce a women'’s quota for upper and middle man-
agement positions. Women are to be appointed to 30 percent of these
positions by 2015.



Investments in networks and new spectrum.

Telekom Deutschland GmbH successfully participated in the LTE
spectrum auction. In May 2010, Telekom Deutschland GmbH purchased
spectrum in the 0.8 GHz, 1.8 GHz, and 2.6 GHz frequency ranges at auction,
for which it paid around EUR 1.3 billion. We are using this spectrum to
supply rural areas with broadband and make a rapid start on filling in some
of the gaps on the map. We were the first network operator to put a 4G
base station into operation in Kyritz (Brandenburg) in August 2010. Pilot
operation started at selected customers’ sites in Baden-Wiirttemberg

and Brandenburg in December 2010.

Fiber roll-out in Germany/Fiber-to-the-home. We maintained our position
as an innovation leader last year with our broadband roll-out. In addition
to extending the roll-out of fiber-optic cables in our trunk network, we
began laying fiber right to the homes of our customers in 2010 (fiber-to-
the-home, FTTH). Hennigsdorf and Braunschweig were the first cities to
pilot this roll-out.

T-Mobile USA offers fastest network in the United States. T-Mobile USA
now offers mobile communications users a 4G experience with HSPA+
technology, including speeds comparable with other 4G networks currently
offered to mobile communications users in the United States. The roll-out
of this new technology allowed T-Mobile USA to cover 200 million people
by the end of the year.

3G/UMTS network build-out in Europe pushed ahead. In Austria, the
Czech Republic, Romania, and Greece, we have significantly advanced
our 3G/UMTS network build-out. T-Mobile Austria, for example, replaced
its entire 3G network in collaboration with network equipment supplier
Nokia Siemens Networks, upgrading it with state-of-the-art technology. In
the Czech Republic, T-Mobile now provides 39 towns and cities with UMTS
services and is currently testing HSPA+ technology with speeds of up to
21 Mbit/s. In Romania, we have already put a 3G network with speeds of
up to 21.6 Mbit/s into operation in several large urban areas. Our mobile
subsidiary Cosmote in Greece is the first provider in the country to achieve
mobile broadband download speeds of up to 42.2 Mbit/s.

Combined management report
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T-Mobile Netherlands and T-Mobile Austria both purchase licenses in
the 2.6 GHz range. T-Mobile Netherlands purchased two-part 10 MHz
bandwidths in the 2.6 GHz range for EUR 109,000 at the mobile spectrum
auction. T-Mobile Austria paid EUR 11 million for a total of 2 x 20 MHz in
the 2.6 GHz range. The spectrum purchased makes it possible to use the
full range of features of the new 4G technology. In mid-October 2010,
T-Mobile Austria went live with 4G, connecting Innsbruck as the first city
in Austria to the new network.

Cosmote Bulgaria (GLOBUL) acquired additional spectrum for the
UMTS network. We have purchased spectrum through Cosmote Bulgaria,
which is part of the OTE group, to expand the UMTS network in Bulgaria.
We will use this spectrum to further expand the 3G network of GLOBUL,
Cosmote Bulgaria’s mobile communications brand. GLOBUL paid a one-
time fee of BGN 17 million plus an annual fee of BGN 1 million, equivalent
in total to approximately EUR 9 million, for the spectrum issued by the
Bulgarian communications supervisory authority (CRC).

New products/Connected life and work.,

DeutschlandLAN. We have launched an innovative complete package
for connected work including broadband connection and Web-based
applications for voice and data communication via fixed-network and
mobile channels. An integrated communication center makes connected
work at the office and on the go simple and convenient.

T-Systems demonstrates new solutions for a connected working
environment. At CeBIT 2010, T-Systems and Continental presented an
open, flexible, and future-proof infotainment concept that runs on the
AutoLinQ communications network. Similar to a modern smartphone
app, this solution enables mobile connection of vehicles anytime and
any place.

HomeNetwork 2.0 in T-City. The HomeNetwork 2.0 pilot project was
launched in July 2010. This network solution can connect different electri-
cal household devices, track and control them centrally from wherever
the homeowners are.

LIGA total! goes interactive. We presented a personalized soccer live
coverage function in time for the 2010/2011 Bundesliga season.
LIGA total! subscribers can now choose between standard coverage
with live reports from all matches taking place at the same time and
personalized coverage.
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Innovative devices. In 2010, we began selling the iPhone 4 in Germany
and in all countries of our Europe operating segment. We took individual
user behavior and different technical prerequisites in each country into
consideration when setting the corresponding rate plans. As a strategic
partner to Microsoft, we have additionally been marketing two exclusive,
high-end phones featuring the new, innovative Windows Phone 7 operat-
ing system - the HTC 7 Mozart and the Samsung Omnia 7 - since the
fourth quarter of 2010. In the United States, we have launched the new
T-Mobile G2 with Google technology, which delivers downloads and
Web browsing in 4G quality and integration with Google services. We
are breaking new ground with the G2, the first smartphone specifically
designed for T-Mobile USA's HSPA+ network. T-Mobile USA also revealed
the first mobile tablet in the Android portfolio, the Samsung Galaxy Tab.

Connections of the future/Wireless
Internet connections.

Entertain news. At the Internationale Funkausstellung (IFA) held in Berlin
in September 2010, we showcased for the first time 3D content that all
Entertain customers can retrieve from the online video library at any time
provided they have the right television set and 3D glasses. In 2010, we
included a large number of HD channels in the range such as Das Erste HD,
ZDF HD, TNT Film HD, SyFy, Sport1+ HD. In addition, we expanded our
online video library to include 15,000 titles and 1,500 in HD.

De-Mail. Since October 22, 2010, future De-Mail users have been able
to register a personal address of their choice with us for secure, legally
binding online communication.

Broadband Internet access in the air. On November 30, 2010, we
extended our range of over 8,000 access points (HotSpots) throughout
Germany to include on-board broadband Internet access in Deutsche
Lufthansa aircraft. The alliance with Deutsche Lufthansa gives our
customers unlimited Internet access on intercontinental flights.

T-Systems strengthened through expansion
of cloud services and forward-looking projects
for corporate customers.

More and more energy providers are demanding services relating to smart
electricity grids in addition to traditional ICT services. In 2010, we closed
several new deals in this sector concerning the recording, transmission,
and processing of energy data.

Our focus on corporate customers’ systems business translated into
successful large-scale orders in and outside Germany in 2010, with
Deutsche Post DHL and DekaBank both signing up to purchase key ICT
services from T-Systems for at least five years. The energy utility E.ON is
also outsourcing some of its IT services that up until now were performed
in-house. Its partners for this are T-Systems and Hewlett-Packard. The
contract will run for a minimum of five and a maximum of seven years.
The deal has a total volume of up to EUR 1 billion.

T-Systems also posted success with its cross-border business, as evi-
denced by a number of major deals abroad. For example, T-Systems will
set up a pan-European telecommunications network linking the corporate
sites of the tourism group TUI Travel. Swiss Federal Railways (SBB) also
continued its strategic partnership with T-Systems, extending existing
agreements until 2015. SBB has been using T-Systems’ services for more
than ten years.
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Business activities and organization.
Business activities.

We are one of the world’s leading service providers in the telecommuni-
cations and information technology industry. We offer our millions of
customers all kinds of products and services for connected life and work.

We have an international focus and are represented in around 50 countries.
Inthe 2010 financial year, over half of our revenue, EUR 35.1 billion,
was generated outside of our home market Germany. Overall, we employ
246,777 people (December 2010).

Our activities are guided by major trends in technology and society, which
we play a pivotal role in shaping. One such trend is digital technology,
which is increasingly prevalent in many areas of life. Products and services
are becoming increasingly personalized, people are more mobile than
ever before, and globalization is advancing, too. There is growing conver-
gence among the various technologies. This is the reason we are focusing
on an integrated product portfolio with which customers can access

Organization.

Organizational structure.

personalized data such as music, videos or addresses from any terminal
device. Through fixed-network and mobile communications, we offer
network access as well as communication and value-added services with
ever-expanding bandwidths, thus promoting personal and social networking
with innovative products and services. In addition to our core business
(traditional fixed-network and mobile access business), we are specifically
tapping new growth areas with investments in intelligent networks and
our portfolio of IT, Internet and network services.

We provide customers in Germany with tailor-made products and services
and top-quality networks from a single source. To make this possible, we
have now merged the formerly independent business units for fixed-network
(T-Home) and mobile communications (T-Mobile) to form a single legal
entity. The “T” is our Group brand and will also be an integral part of the
brand identity for our foreign shareholdings in the future.

T-Systems, our corporate customer arm, is focused on business involving
network-centric ICT solutions - with offers combining IT and telecommuni-
cations services. T-Systems supplies complete solutions for companies
with operations worldwide. In addition, it is focusing on services such as
cloud computing and IT solutions for sectors that are undergoing major
changes such as energy, healthcare, media distribution, and automotive.

Deutsche Telekom Group

Group Headquarters & Shared Services

Germany Europe

Fixed network and
mobile communications

Fixed network and
mobile communications

United States Systems Solutions

Mobile communications T-Systems
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On February 24, 2010, the Supervisory Board resolved to realign the
management structure of the Europe and Southern and Eastern Europe
operating segments. These were merged on April 1, 2010 to form the
new Europe operating segment. Since April 1, 2010 we have therefore
broken down our reporting into the following four operating segments:

- Germany

- Europe

- United States

- Systems Solutions.

Fixed-network business includes all voice and data communications
activities based on fixed-network and broadband technology. This includes
the sale of terminal equipment and other hardware, as well as the sale

of services to resellers.

The mobile communications business offers mobile voice and data services
to consumers and business customers. When marketing these services,
we also sell mobile handsets and other hardware. In addition, we sell
T-Mobile services to resellers and to companies that buy network services
and market them independently to third parties (MVNOs).

Business in the four operating segments is divided as follows: in three
segments by region and in one segment by customer and product.

The Germany operating segment comprises all fixed-network and mobile
activities in Germany. In addition, the operating segment provides wholesale
telecommunications services for the Group’s other operating segments.

The Europe operating segment encompasses all fixed-network and
mobile operations of the national companies in Greece, Romania, Hungary,
Poland, the Czech Republic, Croatia, the Netherlands, Slovakia, Austria,
Bulgaria, Albania, the F.Y.R.O. Macedonia, and Montenegro, as well as
the UK joint venture. It also includes the International Carrier Sales and
Services unit, which mainly provides wholesale telecommunications
services for the Group’s other operating segments.

The United States operating segment combines all our mobile activities
in the U.S. market.

The Systems Solutions operating segment bundles business with ICT
products and solutions for large multinational corporations under the
T-Systems brand. The operating segment offers its customers information
and communication technology from a single source. It develops and
operates infrastructure and industry solutions for multinational corpora-
tions and public institutions. The products and services offered range
from standard products and IP-based high-performance networks through
to complete ICT solutions.

Group Headquarters & Shared Services comprises all Group units that
cannot be allocated directly to one of the operating segments. Group
Headquarters is responsible for strategic and cross-segment management
functions. The Shared Services are responsible for all other operating
functions not directly related to the operating segments’ core business
activities. In addition to Vivento, which is responsible for providing employ-
ees with new employment opportunities as part of the workforce restruc-
turing program, Shared Services includes Real Estate Services and
DeTeFleetServices GmbH, a full-service provider of fleet management
and mobility services. Group Headquarters & Shared Services also
includes the Technology and Innovation Board department. The Shared
Services unit primarily provides services in Germany.

Legal structure of the Deutsche Telekom Group.

Deutsche Telekom AG, Bonn, is the parent of the Deutsche Telekom
Group. Its shares are traded on the Frankfurt Stock Exchange as well as
on other German stock exchanges.

Information on the capital stock in accordance with § 289 (4) No. 1 of
the German Commercial Code (Handelsgesetzbuch - HGB) can be found
in Note 15 in the notes to the financial statements.

Shareholders’ equity.

Each share entitles the holder to one vote. These voting rights are
nevertheless restricted in relation to treasury shares (around 2 million
as of December 31, 2010) and trust shares (around 19 million as of
December 31, 2010). The trust shares are connected with the acquisition
of VoiceStream and Powertel in 2001. As part of these acquisitions,
Deutsche Telekom issued new shares from authorized capital to trustees
for the benefit of holders of warrants, options, and conversion rights,
among others. As regards the shares issued to trusts, the trustees in
question waive voting rights and preemptive rights and, in general,
dividend rights for the duration of the trusts’ existence. The shares issued
to the trusts can be sold on the stock exchange on the instruction of
Deutsche Telekom if the beneficiaries do not exercise their options or
conversion rights or if these expire. The proceeds from the sale accrue

to Deutsche Telekom.



Buy-back of Deutsche Telekom shares. The shareholders’ meeting resolved
on May 3, 2010 to authorize the Board of Management to purchase shares
in the Company by November 2, 2011, with the amount of share capital
accounted for by these shares totaling up to EUR 1,116,497,918.20,
provided the shares to be purchased on the basis of this authorization in
conjunction with the other shares of the Company which the Company
has already purchased and still possesses or are to be assigned to it under
§71d and § 71e of the German Stock Corporation Act (Aktiengesetz - AktG)
do not at any time account for more than 10 percent of the Company’s
share capital. Moreover, the requirements under § 71 (2) sentences 2 and
3 AktG must be complied with. Shares shall not be purchased for the
purpose of trading in treasury shares. This authorization may be exercised
in full or in part. The purchase can be carried out in partial tranches spread
over various purchase dates within the authorization period until the
maximum purchase volume is reached. Dependent Group companies of
Deutsche Telekom AG within the meaning of § 17 AktG or third parties
acting for the account of Deutsche Telekom AG or for the account of
dependent Group companies of Deutsche Telekom AG within the meaning
of § 17 AktG are also entitled to purchase the shares. The shares are pur-
chased in compliance with the principle of equal treatment (§ 53a AktG)
through the stock exchange. Shares can instead also be purchased by
means of a public purchase or share exchange offer addressed to all
shareholders, which, subject to a subsequently approved exclusion of the
right to offer shares, must also comply with the principle of equal treatment.

A resolution of the shareholders’ meeting on May 3, 2010 authorized
the Board of Management to retire Deutsche Telekom AG’s shares
purchased on the basis of the aforementioned authorization, without such
retirement or its implementation requiring a further resolution of the
shareholders’ meeting. Based on this authorization, the Board of Manage-
ment resolved on July 27, 2010 to implement a share buy-back program.

The buy-back program was completed on December 3, 2010. A total of
40,001 thousand shares were acquired for a total price of EUR 400 million
(excluding transaction costs) with an average purchase price of EUR 9.99
per share. The Board of Management decided on December 14, 2010 to
reduce the share capital of Deutsche Telekom AG accordingly and to retire
the shares that had been bought back. This resulted in a decrease of
EUR 102 million in issued capital (imputed value of EUR 2.56 per share)
and EUR 400 million in the retained earnings of the Group as of Decem-

ber 31, 2010. EUR 102 million was transferred to capital reserves in
accordance with § 237 (5) AktG.
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Authorized capital and contingent capital. The shareholders’ meeting on
April 30, 2009 authorized the Board of Management to increase the share
capital with the approval of the Supervisory Board by up to EUR 2,176,000,000
by issuing up to 850,000,000 no par value registered shares against
noncash capital contributions in the period ending April 29, 2014. This
authorization may be exercised either in full or in one or several partial
amounts. The Board of Management is authorized, subject to the approval
of the Supervisory Board, to disapply shareholders’ preemptive rights
when issuing new shares for business combinations or acquisitions of
companies, parts thereof or interests in companies, including increasing
existing investment holdings, or other assets eligible for contribution for
such acquisitions, including receivables from the Company. The Board of
Management is also authorized, subject to the approval of the Supervisory
Board, to determine the rights accruing to the shares in the future and the
conditions for issuing shares (2009/1 authorized capital).

The shareholders’ meeting on April 30, 2009 authorized the Board of
Management to increase the capital stock with the approval of the Super-
visory Board by up to EUR 38,400,000 by issuing up to 15,000,000 no
par value registered shares against cash and/or non-cash contributions in
the period ending April 29, 2014. This authorization may be exercised
either in full or in one or several partial amounts. Shareholders’ preemptive
rights are disapplied. The new shares may only be issued to grant shares
to employees of Deutsche Telekom AG and of lower-tier companies
(employee shares). The new shares can also be issued to a bank or some
other company meeting the requirements of § 186 (5) sentence 1 AktG
that assumes the obligation to use these shares for the sole purpose of
granting employee shares. Where permitted by law, the employee shares
may also be issued in such a way that the contribution to be paid in return
is taken from the part of the income after income taxes that the Board
of Management and the Supervisory Board may transfer to other retained
earnings in accordance with § 58 (2) AktG. The shares to be issued as
employee shares can also be acquired in the form of a securities loan from
a bank or some other company meeting the requirements of § 186 (5)
sentence 1 AktG and the new shares used to repay this securities loan.
The Board of Management is authorized, subject to the approval of the
Supervisory Board, to determine the rights accruing to the shares in the
future and the conditions for issuing shares (2009/Il authorized capital).
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The share capital has been contingently increased by up to EUR 31,813,089.28
as of December 31, 2010, composed of up to 12,426,988 new no par value
registered shares (contingent capital Il). The contingent capital increase
is exclusively for the purpose of meeting preemptive rights to shares from
stock options granted in the period until December 31, 2003 to members of
the Board of Management of the Company, to members of second-tier
management, and to other executives, managers, and specialists of the
Company and to members of the boards of management, members of
management, and other executives, managers, and specialists at lower-tier
Group companies in Germany and other countries, on the basis of the
authorization for a 2001 Stock Option Plan granted by resolution of the
shareholders’ meeting on May 29, 2001. It will be implemented only to the
extent that the holders of stock options exercise these options.

The share capital was contingently increased by EUR 1,100,000,000 as
of December 31, 2010, composed of up to 429,687,500 no par value
registered shares (2010 contingent capital). The contingent capital
increase will be implemented only to the extent that

a) the holders or creditors of bonds with warrants, convertible bonds,
profit participation rights and/or participating bonds (or combinations
of these instruments) with options or conversion rights, which are
issued or guaranteed by Deutsche Telekom AG or its direct or indirect
majority holdings by May 2, 2015, on the basis of the authorization
resolution granted by the shareholders’ meeting on May 3, 2010, make
use of their option and/or conversion rights or

b) those obligated as a result of bonds with warrants, convertible bonds,
profit participation rights and/or participating bonds (or combinations
of these instruments) which are issued or guaranteed by Deutsche
Telekom AG or its direct or indirect majority holdings by May 2, 2015,
on the basis of the authorization resolution granted by the shareholders’
meeting on May 3, 2010, fulfill their option or conversion obligations

and other forms of fulfillment are not used. The new shares shall participate
in profits starting at the beginning of the financial year in which they are
issued as the result of the exercise of any option or conversion rights or the
fulfillment of any option or conversion obligations. The Supervisory Board

is authorized to amend § 5 (5) of the Articles of Incorporation in accordance
with the particular usage of the contingent capital and after the expiry of
all the option or conversion periods.

Main agreements including a change of control clause.

The main agreements entered into by Deutsche Telekom AG, which
include a clause in the event of a change of control, principally relate to
bilateral credit lines and several loan agreements. In the event of a take-
over, the individual lenders have the right to terminate the credit line and,
if necessary, serve notice or demand repayment of the loans. A takeover

is assumed when a third party, which can also be a group acting jointly,
acquires control over Deutsche Telekom AG.

In addition, the other members of the Toll Collect consortium (Daimler
Financial Services AG and Cofiroute SA) have a call option in the event that
the ownership structure of Deutsche Telekom AG changes such that
over 50 percent of its share capital or voting rights are held by a new share-
holder and this change was not approved by the other members of the
consortium. § 22 (1) of the German Securities Trading Act (Wertpapier-
handelsgesetz - WpHG) similarly applies to the allocation of voting rights.

Should Deutsche Telekom AG be taken over by another company that is not
a telecommunications company based in the European Union or the United
States of a similar size and stature to Deutsche Telekom AG, the Hellenic
Republic shall have the right to purchase from Deutsche Telekom AG all the
shares Deutsche Telekom AG owns in the Greek company Hellenic Tele-
communications Organization S.A., Athens, Greece (OTE). For this purpose,
Deutsche Telekom shall be deemed to have been taken over if one or several
entities, with the exception of the Federal Republic of Germany, directly or
indirectly acquires 35 percent of the voting rights in Deutsche Telekom AG.

When establishing the Everything Everywhere joint venture in the United
Kingdom, Deutsche Telekom AG and France Télécom S.A. agreed in the
joint venture agreement that if Deutsche Telekom comes under the con-
trolling influence of a third party, France Télécom will be exempted from
all the restrictions imposed on the shareholders with regard to a transfer of
their shares. Transferring shares to competitors would remain prohibited
even in this situation, however.



Changes in the consolidated group.

The principal subsidiaries of Deutsche Telekom AG are listed in the
notes to the consolidated financial statements in the section “Summary
of accounting policies” under “Principal subsidiaries.” In addition to
Deutsche Telekom AG, 64 German and 177 foreign subsidiaries are fully
consolidated in Deutsche Telekom’s consolidated financial statements
(December 31, 2009: 62 and 182). 13 associates (December 31, 2009: 12)
and 5 joint ventures (December 31, 2009: 5) are also included using the
equity method.

Business combinations and other transactions in the 2010 financial year
are described in the following:

Acquisition of STRATO. On November 19, 2009, Deutsche Telekom signed
an agreement with Freenet AG to take over 100 percent of the shares in
the Web hosting provider STRATO AG and STRATO Rechenzentrum AG
(hereinafter referred to as STRATO). Deutsche Telekom obtained control
of STRATO as of January 1, 2010. The STRATO group is the second largest
Web hosting provider in Germany and Europe. In addition to its German
core market, it also operates in Spain, the Netherlands, France, the United
Kingdom, and ltaly.

Acquisition of a stake in Firstgate (ClickandBuy). On March 23, 2010,
Deutsche Telekom signed an agreement with the former shareholders for the
acquisition of the remaining shares in the Internet payment service provider
Firstgate. Deutsche Telekom obtained control of the entity as of April 1, 2010
and, as a result, fully consolidated it for the first time as of that date. Via its
venture capital company, T-Venture, Deutsche Telekom has held 20.2 per-
cent of the shares in Firstgate, best known for the ClickandBuy brand,
since 2006.

Everything Everywhere joint venture in the United Kingdom. Effective
April 1,2010, Deutsche Telekom AG and France Télécom S.A. merged
the entities T-Mobile UK and Orange UK into a joint venture under the name
Everything Everywhere. Each entity holds a 50 percent stake in the new
company. Deutsche Telekom contributed T-Mobile UK to the new joint
venture. As a result, the joint venture has been included in the consolidated
financial statements under investments accounted for using the equity
method.
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Management and supervision.

The management and supervisory structures, as well as the compensation
system for the Board of Management and the Supervisory Board, are
oriented toward the long-term performance of the Group and follow the
recommendations of the German Corporate Governance Code.

Board of Management responsibilities are distributed across eight Board
departments. Five of these are the central management areas:

- Chairman of the Board of Management
and the Board departments

- Finance

- Human Resources

- Data Privacy, Legal Affairs and Compliance
- Technology and Innovation.

In addition, there are three segment-based Board departments:

- Germany
- Europe
- T-Systems.

Changes in the composition of the Board of Management. On Decem-
ber 17,2009, the Supervisory Board agreed to Hamid Akhavan’s request to
resign his seat on the Board of Management effective February 15, 2010. On
January 29, 2010, the Supervisory Board of Deutsche Telekom approved
the proposal by the Board of Management to reassign Hamid Akhavan’s
responsibilities on a temporary basis. Board of Management members
Guido Kerkhoff and Reinhard Clemens assumed Hamid Akhavan’s respon-
sibilities in an acting capacity. Guido Kerkhoff assumed temporary responsi-
bility for the Europe operating segment (the United Kingdom, the Netherlands,
Austria, Poland, and the Czech Republic) and International Sales and
Service effective February 15, 2010. Reinhard Clemens, also in an acting
capacity, assumed Group-wide responsibility for the remaining units of the
Chief Operating Officer (COO), such as Products & Innovation, Technology,
IT and Procurement effective the same date.

On February 24, 2010, the Supervisory Board of Deutsche Telekom approved
the proposal by the Board of Management to extend Guido Kerkhoff's area
of responsibility on a long-term basis. Since April 1, 2010, Guido Kerkhoff
has been responsible for the Europe operating segment in addition to the
Southern and Eastern Europe operating segment. The former Chief Oper-
ating Officer (COO) Board of Management department has been adjusted
accordingly. Since April 1, 2010, the two operating segments have been
merged and are continuing operations as the Europe operating segment.
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At its meeting on May 2, 2010, the Supervisory Board appointed Edward
R. Kozel as a new member of Deutsche Telekom’s Board of Management
effective May 3, 2010. Edward R. Kozel took over as member of the Board
of Management for Technology and Innovation/Chief Technology and
Innovation Officer (CTIO) and as such is responsible for Technology, IT,
Procurement, and Products & Innovation for standard business (consum-
ers and business customers).

The Supervisory Board of Deutsche Telekom advises the Board of Manage-
ment and oversees its management of business. The Supervisory Board

is composed of 20 members, of whom 10 represent the shareholders and
the other 10 the employees.

The members of the Board of Management are appointed and discharged
in accordance with § 84 and § 85 AktG, and § 31 of the German Codeter-
mination Act (Mitbestimmungsgesetz - MitbestG). Amendments to the
Articles of Incorporation are made pursuantto § 179 and § 133 AktG, and
§ 18 of the Articles of Incorporation. According to § 21 of the Articles of
Incorporation, the Supervisory Board is authorized, without a resolution
by the shareholders’ meeting, to adjust the Articles of Incorporation to
comply with new legal provisions that become binding for the Company
and to amend the wording of the Articles of Incorporation.

Composition of the Board of Management as of December 31, 2010.

Members of the Board of Management Department

René Obermann Chairman of the Board of Management

(CEO)/USA
Dr. Manfred Balz Data Privacy, Legal Affairs and Compliance
Reinhard Clemens T-Systems
Niek Jan van Damme Germany
Timotheus Hottges Finance (CFO)
Guido Kerkhoff Europe

Edward R. Kozel Technology and Innovation

Thomas Sattelberger Human Resources

Basis of Board of Management compensation. On February 24, 2010,
the Supervisory Board resolved a new system for the compensation of
the Board of Management members, taking into ac