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INTERIM CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

millions of €

Mar. 31, 2019 Dec. 31, 2018 Change Change % Mar. 31, 2018
ASSETS
CURRENT ASSETS 24,693 21,870 2,823 12.9 21,706
Cash and cash equivalents 6,144 3,679 2,465 67.0 3,618
Trade and other receivables 9,990 9,988 2 0.0 9,121
Contract assets 1,841 1,765 76 4.3 1,728
Current recoverable income taxes 556 492 64 13.0 246
Other financial assets 2,277 2,847 (570) (20.0) 2,918
Inventories 2,015 1,790 225 12.6 1,819
Other assets 1,726 1,164 562 48.3 2,122
Non-current assets and disposal groups held for sale 145 145 0 0.0 134
NON-CURRENT ASSETS 140,779 123,505 17,274 14.0 116,319
Intangible assets 66,387 64,950 1,437 2.2 61,957
Property, plant and equipment 48,766 50,631 (1,865) (3.7) 46,576
Right-of-use assets 16,828 n.a. n.a. n.a. n.a.
Capitalized contract costs 1,833 1,744 89 51 1,286
Investments accounted for using the equity method 614 576 38 6.6 571
Other financial assets 2,147 1,685 562 35.5 1,829
Deferred tax assets 3,169 2,949 220 7.5 3,199
Other assets 1,035 1,070 (35) (3.3) 902
TOTAL ASSETS 165,472 145,375 20,097 13.8 138,025
LIABILITIES
CURRENT LIABILITIES 37,365 29,144 8,221 28.2 26,223
Financial liabilities 2 14,958 10,527 4,431 421 8,905
Lease liabilities 4,054 n.a. n.a. n.a. n.a.
Trade and other payables 10,241 10,735 (494) (4.6) 9,132
Income tax liabilities 368 328 40 12.2 307
Other provisions 2,995 3,144 (149) (4.7) 3,082
Other liabilities 3,013 2,654 359 13.5 2,913
Contract liabilities 1,703 1,720 (17) (1.0) 1,885
Liabilities directly associated with non-current assets and disposal
groups held for sale 30 36 (6) (16.7) 0
NON-CURRENT LIABILITIES 85,345 72,794 12,551 17.2 68,111
Financial liabilities @ 50,988 51,748 (760) (1.5) 48,799
Lease liabilities 14,673 n.a. n.a. n.a. n.a.
Provisions for pensions and other employee benefits 5,750 5,502 248 4.5 5,264
Other provisions 3,201 3,291 (90) (2.7) 3,115
Deferred tax liabilities 8,996 8,240 756 9.2 7,078
Other liabilities 1,233 3,427 (2,194) (64.0) 3,321
Contract liabilities 504 585 (81) (13.8) 533
LIABILITIES 122,710 101,938 20,772 20.4 94,334
SHAREHOLDERS’ EQUITY 42,762 43,437 (675) (1.6) 43,691
Issued capital 12,189 12,189 0 0.0 12,189
Treasury shares (48) (49) 1 2.0 (49)

12,141 12,141 0 0.0 12,140

Capital reserves 54,894 54,646 248 0.5 54,761
Retained earnings including carryforwards (38,518) (37,392) (1,126) (3.0) (34,472)
Total other comprehensive income (416) (653) 237 36.3 (1,332)
Net profit (loss) 900 2,166 (1,266) (58.4) 992
ISSUED CAPITAL AND RESERVES ATTRIBUTABLE
TO OWNERS OF THE PARENT 29,001 30,907 (1,906) (6.2) 32,088
Non-controlling interests 13,761 12,530 1,231 9.8 11,603
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 165,472 145,375 20,097 13.8 138,025

The new IFRS 16 “Leases” accounting standard has been applied since January 1, 2019. Prior-year comparatives were not adjusted. For more information,
please refer to the section “Accounting policies,” page 35 et seq.

a Financial liabilities included finance lease liabilities in accordance with IAS 17 for the last time as of December 31, 2018.
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CONSOLIDATED INCOME STATEMENT

millions of €
Q12019 Q12018 Change Change % FY 2018
NET REVENUE 19,488 17,924 1,564 8.7 75,656
Of which: interest income calculated using
the effective interest method @ 89 67 22 32.8 305
Other operating income 204 373 (169) (45.3) 1,491
Changes in inventories 32 1 31 n.a. (14)
Own capitalized costs 590 559 31 55 2,433
Goods and services purchased (8,842) (8,718) (124) (1.4) (38,160)
Personnel costs (4,301) (4,057) (244) (6.0) (16,436)
Other operating expenses (709) (813) 104 12.8 (3,134)
Impairment losses on financial assets (78) (106) 28 26.4 (394)
Gains (losses) from the write-off of
financial assets measured at amortized cost (18) (10) (8) (80.0) (120)
Other (613) (697) 84 12.1 (2,620)
Depreciation, amortization and impairment losses (4,204) (3,097) (1,107) (35.7) (13,836)
PROFIT (LOSS) FROM OPERATIONS 2,258 2,171 87 4.0 8,001
Finance costs (603) (422) (181) (42.9) (1,817)
Interest income 83 68 15 22.1 277
Interest expense (686) (490) (196) (40.0) (2,094)
Share of profit (loss) of associates and
joint ventures accounted for using the equity method 66 69 (3) (4.3) (529)
Other financial income (expense) 131 (58) 189 n.a. (502)
PROFIT (LOSS) FROM FINANCIAL ACTIVITIES (406) (411) 5 1.2 (2,848)
PROFIT (LOSS) BEFORE INCOME TAXES 1,852 1,760 92 5.2 5,153
Income taxes (527) (494) (33) (6.7) (1,824)
PROFIT (LOSS) 1,325 1,266 59 4.7 3,329
PROFIT (LOSS) ATTRIBUTABLE TO
Owners of the parent (net profit (loss)) 900 992 (92) (9.3) 2,166
Non-controlling interests 425 274 151 55.1 1,163
The new IFRS 16 “Leases” accounting standard has been applied since January 1, 2019. Prior-year comparatives were not adjusted. For more information,
please refer to the section “Accounting policies,” page 35 et seq.
2Q1 2018 figure adjusted.
EARNINGS PER SHARE
Q12019 Q12018 Change Change % FY 2018
Profit (loss) attributable to the owners
of the parent (net profit (loss)) millions of € 900 992 (92) (9.3) 2,166
Adjusted weighted average number
of basic/diluted ordinary shares outstanding millions 4,742 4,742 0 0.0 4,742
EARNINGS PER SHARE
BASIC/DILUTED € 0.19 0.21 (0.02) (9.5) 0.46
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

millions of €
Q12019 Q12018 Change FY 2018
PROFIT (LOSS) 1,325 1,266 59 3,329
Items not subsequently reclassified to profit or loss (not recycled)
Gains (losses) from the remeasurement of equity instruments 17 (662) 679 (619)
Gains (losses) from the remeasurement of defined benefit plans (208) 1 (209) 127
Revaluation due to business combinations 0 0 0 0
Share of profit (loss) of investments accounted for using the equity method 0 0 0 0
Other income and expense recognized directly in equity 0 0 0 0
Income taxes relating to components of other comprehensive income 13 (6) 19 36
(178) (667) 489 (456)
Items subsequently reclassified to profit or loss (recycled), if certain reasons are given
Exchange differences on translating foreign operations
Recognition of other comprehensive income in income statement 0 0 0 (1)
Change in other comprehensive income (not recognized in income statement) 509 (616) 1,125 1,033
Gains (losses) from the remeasurement of debt instruments
Recognition of other comprehensive income in income statement (25) (4) (21) (75)
Change in other comprehensive income (not recognized in income statement) 12 19 (7) 84
Gains (losses) from hedging instruments (designated risk components)
Recognition of other comprehensive income in income statement (100) 45 (145) (32)
Change in other comprehensive income (not recognized in income statement) (143) (111) (32) (382)
Gains (losses) from hedging instruments (hedging costs)
Recognition of other comprehensive income in income statement 1 0 1 3
Change in other comprehensive income (not recognized in income statement) 8 34 (26) 56
Share of profit (loss) of investments accounted for using the equity method
Recognition of other comprehensive income in income statement 0 0 0 0
Change in other comprehensive income (not recognized in income statement) " 7 4 7
Income taxes relating to components of other comprehensive income 58 10 48 86
330 (616) 946 779
OTHER COMPREHENSIVE INCOME 152 (1,282) 1,434 323
TOTAL COMPREHENSIVE INCOME 1,476 (17) 1,493 3,652
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO
Owners of the parent 945 (76) 1,021 2,181
Non-controlling interests 532 60 472 1,471
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

millions of €

Issued capital and reserves attributable to owners of the parent

Equity
contributed

Consolidated shareholders’
equity generated

Total other

comprehensive income

Retained Available-
earnings Translation of for-sale

Issued Treasury Capital including foreign Revaluation  financial assets
capital shares reserves carryforwards  Net profit (loss) operations surplus (IAS 39)

BALANCE AT JANUARY 1, 2018 12,189 (49) 55,010 (38,750) 3,461 (1,729) (60) 101

Transfer resulting from change

in accounting standards 1,452 (101)

Changes in the composition of the Group

Transactions with owners (295) (12)

Unappropriated profit (loss) carried forward 3,461 (3,461)

Dividends

Capital increase at Deutsche Telekom AG

Capital increase from share-based payment 45

Share buy-back/shares held in a trust deposit 1

Profit (loss) 992

Other comprehensive income 1 (396)

TOTAL COMPREHENSIVE INCOME

Transfer to retained earnings 0 (636) 26

BALANCE AT MARCH 31, 2018 12,189 (49) 54,761 (34,472) 992 (2,136) (34) n.a.

BALANCE AT JANUARY 1, 2019 12,189 (49) 54,646 (37,392) 2,166 (1,120) (28) n.a.

Transfer resulting from change

in accounting standards 221

Changes in the composition of the Group

Transactions with owners 187 0 (3) 0

Unappropriated profit (loss) carried forward 2,166 (2,166)

Dividends (3,320)

Capital increase at Deutsche Telekom AG

Capital increase from share-based payment 61

Share buy-back/shares held in a trust deposit 1 0 1

Profit (loss) 900

Other comprehensive income (192) 331 0

TOTAL COMPREHENSIVE INCOME

Transfer to retained earnings (2) 2

BALANCE AT MARCH 31, 2019 12,189 (48) 54,894 (38,518) 900 (792) (26) n.a.
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Total Total
Non-controlling shareholders’
Issued capital and reserves attributable to owners of the parent interests equity
Total other
comprehensive income
Equity Debt
instruments instruments
measured at measured at
fair value fair value Hedging
through other through other instruments: Hedging Investments
comprehensive comprehensive Hedging designated risk instruments: accounted
income income instruments components hedging costs for using the
(IFRS 9) (IFRS 9) (1AS 39) (IFRS 9) (IFRS 9) equity method Taxes
n.a. n.a. 789 n.a. n.a. 26 (254) 30,734 11,737 42,470
93 336 (789) 789 (93) 1,688 182 1,870
2 (304) (402) (706)
0 0
45 28 73
1 (1) 0
992 274 1,266
(662) 8 (67) 34 7 9 (1,068) (214) (1,282)
(76) 60 (17)
645 (35) 0 0 0
76 346 n.a. 722 34 (3) (338) 32,088 11,603 43,691
84 2 n.a. 519 58 (4) (165) 30,907 12,530 43,437
0 221 125 346
0 245 245
0 0 2 (1) 186 294 480
0 0 0
(3,320) 0 (3,320)
0 0 0
61 35 97
2 0 2
900 425 1,325
17 (8) (160) 8 " 38 45 107 152
945 532 1,476
0 0 0
101 (6) n.a. 361 67 6 (128) 29,001 13,761 42,762
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CONSOLIDATED STATEMENT OF CASH FLOWS

millions of €

Q12019 Q12018 FY 2018
PROFIT (LOSS) BEFORE INCOME TAXES 1,852 1,760 5,153
Depreciation, amortization and impairment losses 4,204 3,097 13,836
(Profit) loss from financial activities 406 411 2,848
(Profit) loss on the disposal of fully consolidated subsidiaries 0 0 0
(Income) loss from the sale of stakes accounted for using the equity method 0 0 0
Other non-cash transactions 189 112 430
(Gains) losses from the disposal of intangible assets and property, plant and equipment 26 (65) (126)
Change in assets carried as operating working capital 86 325 (998)
Change in other operating assets (329) 1 (337)
Change in provisions (99) (282) (100)
Change in liabilities carried as operating working capital 56 (1,039) (515)
Change in other operating liabilities 398 445 (11)
Income taxes received (paid) (178) (124) (697)
Dividends received 0 163 181
Net payments from entering into, canceling or changing the terms and conditions of interest rate derivatives 0 0 0
CASH GENERATED FROM OPERATIONS 6,609 4,805 19,663
Interest paid (955) (823) (3,307)
Interest received 355 314 1,592
NET CASH FROM OPERATING ACTIVITIES 6,009 4,297 17,948
Cash outflows for investments in
Intangible assets (1,030) (809) (3,353)
Property, plant and equipment (2,797) (2,330) (9,139)
Non-current financial assets (26) (108) (639)
Payments to acquire control of subsidiaries and associates (237) (277) (2,080)
Proceeds from disposal of
Intangible assets 0 0 2
Property, plant and equipment 44 160 523
Non-current financial assets 12 24 596
Proceeds from the loss of control of subsidiaries and associates 0 (61) (67)
Net change in short-term investments and marketable securities and receivables 439 (243) (144)
Other (2) 0 5
NET CASH USED IN INVESTING ACTIVITIES (3,597) (3,643) (14,297)
Proceeds from issue of current financial liabilities 5,942 13,403 51,597
Repayment of current financial liabilities (7,497) (15,168) (57,253)
Proceeds from issue of non-current financial liabilities 2,583 2,466 8,375
Repayment of non-current financial liabilities (2) (21) (23)
Dividends (including to non-controlling interests) 0 0 (3,254)
Principal portion of repayments of lease liabilities (893) (205) (1,174)
Cash inflows from transactions with non-controlling entities 1 1 29
Cash outflows from transactions with non-controlling entities (107) (770) (1,557)
Other 0 0 0
NET CASH FROM (USED IN) FINANCING ACTIVITIES 27 (294) (3,259)
Effect of exchange rate changes on cash and cash equivalents 25 (53) (17)
Changes in cash and cash equivalents associated with non-current assets and disposal groups held for sale 0 0 (8)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 2,465 306 367
CASH AND CASH EQUIVALENTS, AT THE BEGINNING OF THE PERIOD 3,679 3,312 3,312
CASH AND CASH EQUIVALENTS, AT THE END OF THE PERIOD 6,144 3,618 3,679
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SIGNIFICANT EVENTS AND TRANSACTIONS

ACCOUNTING POLICIES

In accordance with § 53 (6) of the Exchange Rules for the Frankfurter
Wertpapierbdrse (FWB), Deutsche Telekom AG voluntarily publishes a
quarterly financial report that comprises interim consolidated financial
statements and an interim Group management report. The interim
consolidated financial statements were prepared in accordance with
the International Financial Reporting Standards (IFRSs) applicable
to interim financial reporting as adopted by the EU. The interim
management report for the Group was prepared in accordance with the
German Securities Trading Act (Wertpapierhandelsgesetz - WpHG).

STATEMENT OF COMPLIANCE

Interim consolidated financial statements EHEN 35

it has been decided to publish a condensed version compared to the
consolidated financial statements at December 31, 2018. All IFRSs
applied by Deutsche Telekom have been adopted by the European
Commission for use within the EU.

In the opinion of the Board of Management, the reviewed quarterly
financial report includes all standard adjustments to be applied on an
ongoing basis that are required to give a true and fair view of the results
of operations and financial position of the Group. Please refer to the
notes to the consolidated financial statements as of December 31, 2018
for the accounting policies applied for the Group’s financial reporting,

2018 Annual Report, page 153 et seq.

The interim consolidated financial statements for the period ended
March 31, 2019 have been prepared voluntarily in compliance with
International Accounting Standard (IAS) 34. As permitted by IAS 34,

INITIAL APPLICATION OF STANDARDS, INTERPRETATIONS,
AND AMENDMENTS IN THE REPORTING PERIOD

Pronouncement

Title

To be applied by
Deutsche Telekom
from

Changes

Expected impact on the presentation
of Deutsche Telekom’s results of
operations and financial position

IFRS 16

Leases

January 1, 2019

Under IFRS 16, lessees are required to recognize assets and liabilities for all leases and
the rights and obligations associated with these leases in the statement of financial
position. Lessees are therefore now no longer required to make the distinction between
finance and operating leases that was required in the past in accordance with IAS 17.
For all leases, the lessee recognizes a lease liability in the statement of financial position
for the obligation to make future lease payments. At the same time, the lessee recognizes
a right to use the underlying leased asset which is equivalent to the present value of the
future lease payments plus initial direct costs, directly attributable expenditure, advance
payments and restoration costs, minus incentive payments received. Similar to the
guidance on finance leases in the previously applicable provisions of IAS 17, the lease
liability will subsequently be adjusted over the lease term to reflect interest on the liability
and principal repayments, while the right-of-use asset will be depreciated. Both factors

- in contrast to IAS 17 - lead to higher expenses at the beginning of a lease. For the
lessor, on the other hand, the provisions of the new standard are similar to the existing
guidance in IAS 17. IFRS 16 also includes new provisions on the definition of a lease
and its presentation, on disclosures in the notes, and on sale and leaseback transactions.

The standard has a material effect
on the presentation of Deutsche
Telekom'’s results of operations and
financial position. The effects are
detailed in the explanations

following this table.

Amendments to
IAS 19

Plan Amendment,
Curtailment or
Settlement

January 1, 2019

The amendments change the guidance on the amendment, curtailment, or settlement of
a defined benefit pension plan. They clarify that an entity is required to determine current
service cost and the net interest for the remainder of the reporting period after a plan
amendment, curtailment, or settlement using updated actuarial assumptions and the net
liability (or net asset) at the time of the intervention; any changes in a surplus as part of
past service cost or as a gain or loss on settlement must be recognized in profit or loss,
even if this surplus had not been previously disclosed due to the effect of the asset ceiling.
The effects of changes in the asset ceiling are recognized in other comprehensive income.

No material impact.

Amendments to
IAS 28

Long-term Interests
in Associates and
Joint Ventures

January 1, 2019

The amendments clarify that an entity applies IFRS 9 including its impairment
requirements to long-term interests in an associate or joint venture that form part

of the net investment in the associate or joint venture but are not accounted for using
the equity method.

No material impact.

Amendments to
IFRS 9

Prepayment
Features with
Negative
Compensation

January 1, 2019

The amendment sets out that, if certain conditions are met, financial assets can be
measured at amortized cost or fair value through other comprehensive income (FVOCI) if,
in the case of an early termination, compensation is required to be paid to the party that
triggers the early termination of the contract.

No material impact.

IFRIC 23 Uncertainty over January 1, 2019 IFRIC 23 brings clarity to IAS 12 “Income Taxes” in relation to the recognition and No material impact.
Income Tax measurement of current income taxes, deferred tax assets, and deferred tax liabilities
Treatments if there is uncertainty regarding the treatment of income taxes.
Annual Annual January 1, 2019 Clarification of many published standards. No material impact.
Improvements Improvements to
Project IFRSs 2015-2017

Cycle
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In January 2016, the IASB issued IFRS 16 “Leases.” This standard is
mandatory for reporting periods beginning on or after January 1, 2019.
IFRS 16 has a material effect on Deutsche Telekom’s consolidated
financial statements, particularly on total assets, the results of opera-
tions, cash generated from operations, net cash from/used for
financing activities, and the presentation of the financial position.

The new regulations affect Deutsche Telekom as a lessee especially

in relation to leases of cell sites (land, space in cell towers, or rooftop
surface areas), network infrastructure, and buildings used for adminis-
trative or technical purposes.

Deutsche Telekom has not applied the new lease standard retrospec-
tively in full, but makes use of the exemption provisions for lessees, also
known as the modified retrospective method. On the transition to IFRS 16,
remaining payment obligations from existing operating leases are
discounted using the relevant incremental borrowing rate and recog-
nized as a lease liability. The right-of-use assets were carried as of
January 1, 2019 in the amount of the lease liability, adjusted by the
amount of the prepaid or accrued lease payments. Due to the significant
amount of liabilities from straight-line leases in accordance with IAS 17,
which in accordance with IFRS 16 must be deducted from the right-of-use
assets, the right-of-use assets as of January 1, 2019 under IFRS 16 were
carried at a significantly lower amount than the corresponding lease
liability (see Note 16 “Other liabilities,” 2018 Annual Report, page 211).
This liability primarily relates to leases for T-Mobile US’ cell sites. As of
the transition date of January 1, 2019, in a first step, the lease terms
underlying the liabilities were adjusted to the lease terms determined

in accordance with IFRS 16. This adjustment increased shareholders’
equity. The remaining accrued lease liability was deducted from the
right-of-use asset as described above. In addition to existing operating
leases, existing finance leases and their carrying amounts as of
December 31, 2018 are recognized as right-of-use assets and lease
liabilities as of January 1, 2019.
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Significant policy elections and practical expedients are exercised as
follows:

® Right-of-use assets and lease liabilities are presented separately in the
statement of financial position.

® The recognition, measurement, and disclosure requirements of IFRS
16 also apply to short-term leases and leases of low-value assets.

= Deutsche Telekom elected not to separate non-lease components from
lease components, and instead to account for each lease component
and any associated non-lease components as a single lease compo-
nent.

® |AS 38 is applied for leases of intangible assets rather than IFRS 16.

In addition, on the date of first-time adoption of IFRS 16, use was made
of the main policy elections and practical expedients as follows:

® Provisions for onerous contracts recognized in connection with leases
were adjusted against the right-of-use asset as of January 1, 2019.

B |n determining the lease term, hindsight may be used where
economic considerations and penalties indicate that it is reasonably
certain that options to extend or terminate the lease will be exercised.

® Existing contracts will not be grandfathered. On January 1, 2019, IFRS
16 was therefore applied to all existing contracts falling within its
scope. It applies to contracts in which Deutsche Telekom is a lessee
and to leases in which the Group is a lessor.

Overall, the new definition of a lease does not have a material impact for
Deutsche Telekom as a lessor. However, the number of identified leases
changes. The new definition does not affect the contracts for servers or
similar hardware provided to customers as part of data and network
solutions or contracts for terminal equipment and SmartHome network
solutions provided to customers. These will continue to be defined as
leases. However, the number of leases for contracts involving modems/
routers for the latest generation of devices provided to consumers as
part of fixed-network mass-market contracts is decreasing. In relation

to services provided in data centers, the leasing of space, for example
separate rooms for setting up the customer’s own hardware, is identified
as a component of a lease. Furthermore, the leasing of local loop lines
and space to wholesale fixed-network customers (e.g., co-location space)
is also classified as a lease.



The adjustments made to the consolidated statement of financial
position as of January 1, 2019 and attributable to first-time application of
IFRS 16 are as follows *:
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millions of €
Carrying amount Carrying amount
in accordance with in accordance with
IAS 17 IFRS 16
Dec. 31, 2018 Remeasurements Reclassifications Jan. 1, 2019
ASSETS
Intangible assets 64,950 (29) 64,921
Property, plant and equipment 50,631 (2,524) 48,107
Right-of-use assets n.a. 15,601 638 16,239
Other financial assets 4,432 21 4,453
Deferred tax assets 2,949 166 3,115
Other assets 2,234 (196) 2,038
Non-current assets and disposal groups held for sale 145 9 154
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Financial liabilities 62,275 (2,481) 59,794
Lease liabilities n.a. 15,601 2,472 18,073
Other provisions 6,435 (185) 6,250
Deferred tax liabilities 8,240 290 8,530
Other liabilities 3,427 (470) (1,859) 1,008
Contract liabilities 585 (7) 578
Trade and other payables 10,735 (30) 10,705
Liabilities directly associated with non-current assets and disposal groups held for sale 36 9 45
SHAREHOLDERS’ EQUITY
Retained earnings including carryforwards plus non-controlling interests ® (25,462) 346 (25,116)
a The overview above contains only those items of the statement of financial position that are affected by the first-time application of IFRS 16; for reasons of simplification, current and
non-current items have been combined in the presentation.
b For reasons of simplification, the figure is combined to show the cumulative effect of the transition to IFRS 16 to be recognized directly in equity.
After deferred tax liabilities totaling EUR 0.1 billion (net) were taken millions of €
into account, the transition to the new standard as of January 1, 2019
resulted in a cumulative effect that increased retained earnings by Obligaions arising from operaling leases 2 of Dacember 31, 2018 Jan. 11'822;3
EUR 0.3 billion and included the effect of shares attributable to — - - — .

X X . . Minimum lease payments (nominal value) of finance lease liabilities as of
non-controlling interests. This largely results from the derecognition December 31, 2018 2,950
of accrued lease payments (liabilities from straight-line leases) des- Changes resulting from new definition of leases (743)
cribed above. Changes in the assessment of options to extend or terminate the lease 865

Other (95)
Reclassifications relate in particular to reclassifications of carrying Gross lease liabilities as of January 1, 2019 21,261
amounts from previous finance leases to right-of-use assets and lease Discounting (3,188)
liabilities and the adjustments of prepaid or accrued lease payments Lease liabilities as of January 1, 2019 18,073
from operating leases under the previous accounting method, provisions Present value of finance lease liabilities as of December 31, 2018 (2,472)
for onerous contracts, or liabilities from straight-line lease against ADDITIONAL LEASE LIABILITIES ATTRIBUTABLE TO FIRST-TIME

APPLICATION OF IFRS 16 AS OF JANUARY 1, 2019 15,601

right-of-use assets, as described above. For more information, please
refer to section “Selected notes to the consolidated statement of financial
position,” page 40 et seq.

The obligations arising from operating leases as of December 31, 2018
(see Note 37 “Leases,” 2018 Annual Report, page 232 et seq.) gave rise
to the following reconciliation to the opening balance of lease liabilities
as of January 1, 2019:

If the interest rate implicit in the lease cannot be readily determined, the
interest rate used for the measurement of right-of-use assets and lease
liabilities is the incremental borrowing rate of interest. The incremental
borrowing rate of interest is determined by deriving benchmark interest
rates for a period of up to 30 years from maturity-related risk-free interest
rates which are increased by a credit-risk premium and adjusted for a
liquidity and country-risk premium.
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Weighted average incremental borrowing rates applied to lease liabilities
recognized in the statement of financial position as of January 1, 2019 of
1.7 to 5.0 percent were used in the euro currency area and 5.2 percent
in the U.S. dollar currency area for discounting.

The increase in lease liabilities leads to a corresponding increase in
net debt.

The right-of-use assets reported as of March 31, 2019 were as follows:

millions of €
Mar. 31, 2019
Right-of-use assets - land and buildings 6,188
Right-of-use assets - land and buildings from sale and
leaseback transactions 642
Right-of-use assets - technical equipment and machinery 9,882
Right-of-use assets - other equipment, operating and office equipment 116
16,828

Right-of-use assets include assets that until December 31, 2018 were
included within finance leases and recognized in property, plant and
equipment.

This gave rise to the following presentation in the income statement for
the first quarter of 2019

millions of €

Q12019
DEPRECIATION OF RIGHT-OF-USE ASSETS 861
Right-of-use assets - land and buildings 306
Right-of-use assets - land and buildings from sale and
leaseback transactions 37
Right-of-use assets - technical equipment and machinery 503
Right-of-use assets - other equipment, operating and office equipment 15
INTEREST EXPENSE ON LEASE LIABILITIES 198

2 The overview above contains only those items that are affected by the
first-time application of IFRS 16.

For more information on standards, interpretations, and amendments
that have been issued but not yet applied, as well as disclosures on
the recognition and measurement of items in the statement of financial
position and discretionary decisions and estimation uncertainties,
please refer to the section “Summary of accounting policies” in the
notes to the consolidated financial statements in the 2018 Annual
Report, page 153 et seq.

CHANGES IN ACCOUNTING POLICIES AND

CHANGES IN THE REPORTING STRUCTURE

With the exception of the standards, interpretations, and amendments
that are effective for the first time in the financial year, Deutsche Telekom
did not make any major changes in its accounting policies.
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CHANGES IN THE COMPOSITION OF THE GROUP

In the first quarter of 2019, Deutsche Telekom conducted the following
transactions, which (will) have an impact on the composition of the
Group. Other changes to the composition of the Group not shown here
were of no material significance for Deutsche Telekom’s interim
consolidated financial statements.

Acquisition of Tele2 Netherlands Holding N.V.

On December 15, 2017, Deutsche Telekom signed an agreement
with the Tele2 Group on the acquisition of 100 percent of the shares
in the telecommunications provider Tele2 Netherlands Holding N.V.
(Tele2 Netherlands) by T-Mobile Netherlands Holding B.V. (T-Mobile
Netherlands). After the European Commission issued its approval
without conditions on November 27, 2018, the transaction was con-
summated on January 2, 2019. Tele2 Netherlands has been included
in Deutsche Telekom’s consolidated financial statements as a fully
consolidated subsidiary since the acquisition date. This transaction
will establish a stronger, more sustainable provider of convergent
fixed-network and mobile services on the Dutch market.

Consideration totaling EUR 734 million was transferred from the
Deutsche Telekom Group to the Tele2 Group at the acquisition date.
This consisted of a provisional cash payment (taking purchase price
adjustments into account) of EUR 234 million and the transfer of a
25 percent share in T-Mobile Netherlands (prior to the business
combination) that was measured at a fair value of EUR 500 million.
As a consequence of this transaction, Deutsche Telekom now recog-
nizes non-controlling interests of 25 percent in the combined company
resulting from the aforementioned transfer of 25 percent of the shares
in T-Mobile Netherlands (prior to the business combination) and the
non-controlling interests in Tele2 Netherlands.

The purchase price allocation and the measurement of Tele2 Nether-
lands’ assets and liabilities at the acquisition date were nearly finalized
by March 31, 2019. The fair values of Tele2 Netherlands’ acquired assets
and liabilities recognized at the acquisition date are presented in the
following table:



Fair values at the acquisition date

millions of €
ASSETS
CURRENT ASSETS 286
Cash and cash equivalents 4
Trade and other receivables 238
Contract assets 7
Other assets 20
Inventories 17
NON-CURRENT ASSETS 1,123
Goodwill 203
Other intangible assets 455
Of which: customer base 210
Of which: spectrum licenses 182
Of which: other 63
Property, plant and equipment 286
Right-of-use assets 171
Other assets 8
ASSETS 1,409
LIABILITIES
CURRENT LIABILITIES 261
Lease liabilities 79
Trade and other payables 97
Other provisions 56
Contract liabilities 10
Other liabilities 19
NON-CURRENT LIABILITIES 169
Lease liabilities 118
Other provisions 17
Deferred tax liabilities 29
Contract liabilities 5
LIABILITIES 430

Deutsche Telekom has measured the non-controlling interests in the ac-
quiree at fair value. This means that the full-goodwill method has been
used.

The preliminary acquired goodwill of EUR 203 million to be recognized
in Deutsche Telekom’s consolidated statement of financial position is
calculated as follows:

Fair values at the acquisition date

millions of €

Consideration transferred 734
+ non-controlling interests 245
- fair value of the acquired assets (1,206)
+ fair value of the acquired liabilities 430
= GOODWILL 203

The goodwill comprises the value of expected synergies arising from the
acquisition, expected new customer gains and the value of the assem-
bled workforce. None of the goodwill recognized is expected to be
deductible for income tax purposes.
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The spectrum licenses were measured using the guideline transaction
method, with the fair value being derived on the basis of the price
analyses used in the spectrum auctions carried out in the European
telecommunications industry. The spectrum licenses are amortized
over the expected useful life of 10 to 11 years. The customer base was
measured using the multi-period excess earnings method. Under this
method, the fair value of the customer base is determined by calculating
the present value of profit/loss after taxes that can be assigned to the
existing customers. The customer base is amortized over the useful life
of 5to 15 years.

The carrying amounts of the acquired receivables are based on the fair
values. The gross amounts of the receivables amount to EUR 279
million. No material contingent liabilities have been identified.

The deferred tax liability comprises the tax effect on the temporary
differences between the fair value of the different assets and the
respective carrying value for tax purposes.

No material transaction-based costs were incurred by March 31, 2019.

Deutsche Telekom'’s net revenue increased by EUR 51 million in the report-
ing period due to the acquisition of Tele2 Netherlands. Deutsche
Telekom’s net profit in the reporting year includes loss before taxes of
EUR 14 million from Tele2 Netherlands. Since the business combination
took place before the beginning of the 2019 financial year, net revenue
and net profit would not have been other than as reported.

The following transactions is expected to change the composition of the
Deutsche Telekom Group in future:

Agreed business combination of T-Mobile US and Sprint

Together with their respective majority shareholders Deutsche Telekom AG
and Softbank K.K., T-Mobile US and Sprint Corp. concluded a binding
agreement on April 29, 2018 to combine their companies. Under the
agreement, T-Mobile US will acquire all of the shares in Sprint. In return for
every 9.75 Sprint shares, the company’s shareholders will receive one new
T-Mobile US share without any additional cash contribution. On comple-
tion of the transaction, Deutsche Telekom will hold around 42 percent

of T-Mobile US’ shares and Softbank around 27 percent, while the free
float will account for about 31 percent. Due to the voting-rights agreement
with Softbank, and to the fact that individuals nominated by Deutsche
Telekom will hold the majority of the seats on the new company’s

Board of Directors, T-Mobile US will continue to be included as a fully
consolidated subsidiary in the consolidated financial statements. The
larger T-Mobile US is expected to achieve cost and capital expenditure
synergies with a net present value of around USD 43 billion (after in-
tegration costs). Around USD 15 billion has been budgeted for integra-
tion costs. The agreement is subject to approval by the authorities as
well as other closing conditions.
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Agreed sale of Telekom Albania

On January 15, 2019, OTE concluded an agreement concerning the sale
of its stake in Telekom Albania to the Bulgarian company Albania Telecom
Invest AD for a purchase price of EUR 50 million. The transaction is
subject to approval by the authorities as well as other closing conditions
and is expected to be completed in the first half of 2019. The assets and
liabilities of Telekom Albania, which is reported in the Europe operating
segment, are consequently presented under non-current assets and
disposal groups held for sale.

OTHER TRANSACTIONS THAT HAD NO EFFECT ON

THE COMPOSITION OF THE GROUP

OTE share buy-back

As a consequence of a share buy-back program implemented in 2018,
OTE held a total of 10,211,070 treasury shares with an aggregate
value of EUR 109 million as of December 31, 2018. The extraordinary
shareholders’ meeting of OTE S.A. on December 19, 2018 resolved
to withdraw 10,211,070 shares from circulation with a corresponding
capital reduction of EUR 29 million. The shares were retired from the
Athens Stock Exchange on February 19, 2019. As a result, Deutsche
Telekom’s share in the OTE group increased from 45.00 to 45.96
percent.

Resolution on T-Mobile US’ share buy-back program in the

event of the termination of the agreement with Sprint

On April 27, 2018, T-Mobile US’ Board of Directors authorized an increase
in the total share buy-back program to up to USD 9.0 billion, consisting
of the USD 1.5 billion in repurchases already executed and for up to an
additional USD 7.5 billion of T-Mobile US common stock until the end
of 2020. The additional buy-back authorization is contingent upon the
termination of the business combination agreement with Sprint.

SELECTED NOTES TO THE CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

TRADE AND OTHER RECEIVABLES

At EUR 10.0 billion, trade and other receivables remained at the 2018
year-end level. Higher trade receivables in our Group Development
operating segment amounting to EUR 0.2 billion, mainly from the
acquired Tele2 Netherlands, offset declining volumes of receivables
in the Europe, Germany, and Systems Solutions operating segments.
Exchange rate effects, primarily from the translation from U.S. dollars
into euros, increased the carrying amount slightly.

CONTRACT ASSETS

Contract assets arise from the application of IFRS 15 since the 2018
financial year. In prior periods, under IFRS 15, these would have led to
the earlier recognition of revenue, in particular from the sale of goods and
merchandise. Receivables from long-term construction contracts continue
to be recognized under contract assets. At EUR 1.8 billion, contract assets
remained level with the December 31, 2018 figure.
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INVENTORIES

Compared with December 31, 2018, inventories were EUR 0.2 billion
higher at EUR 2.0 billion, due primarily to an increase in inventories
of higher-priced smartphones in the United States operating segment.

INTANGIBLE ASSETS AND PROPERTY, PLANT AND EQUIPMENT
Intangible assets increased by EUR 1.4 billion to EUR 66.4 billion.
Additions totaling EUR 1.1 billion increased the carrying amount. They
mainly comprised capital expenditures in the United States and Europe
operating segments and in the Group Headquarters & Group Services
segment. Changes in the composition of the Group increased the
carrying amount by a further EUR 0.7 billion. The acquisition of Tele2
Netherlands in the Group Development operating segment resulted in
identifiable intangible assets totaling EUR 0.5 billion at the acquisition
date (including a customer base and existing spectrum licenses) in
addition to goodwill of EUR 0.2 billion. Positive exchange rate effects,
primarily from the translation of U.S. dollars into euros, increased the
carrying amount by EUR 0.8 billion. Depreciation charges reduced the
carrying amount by EUR 1.2 billion.

Property, plant and equipment decreased by EUR 1.9 billion compared
with December 31, 2018 to EUR 48.8 billion. EUR 2.5 billion of the
decrease is due to the effect of the mandatory first-time application of
IFRS 16 “Leases” as of January 1, 2019. Assets arising from finance
leases that were reported under property, plant and equipment until
December 31, 2018, for which Deutsche Telekom as the lessee bore
substantially all the risks and rewards associated with the lease, are
now recognized as rights to use the underlying leased assets. For more
information on the application of the new accounting standard, please
refer to the section “Accounting policies,” page 35 et seq. Depreciation
and amortization of EUR 2.2 billion and disposals of EUR 0.1 billion also
reduced the carrying amount. Additions of EUR 2.4 billion - especially
to upgrade and build out the network in our United States operating
segment and in connection with the broadband/fiber-optic rollout, the
IP transformation, and mobile infrastructure in the Germany and Europe
operating segments - increased the carrying amount. Effects of changes
in the composition of the Group resulting from the acquisition of Tele2
Netherlands increased the carrying amount by EUR 0.3 billion. Positive
exchange rate effects, primarily from the translation of U.S. dollars into
euros, increased the carrying amount by EUR 0.3 billion.

RIGHT-OF-USE ASSETS

As a consequence of the mandatory first-time application of IFRS 16
“Leases” as of January 1, 2019, the rights to use the underlying leased
assets were recognized in the amount of the lease liability, adjusted by
the amount of the prepaid or accrued lease payments. The remeasure-
ment and reclassification effect reported amounted to EUR 16.2 billion
as of January 1, 2019. This includes both rights to use lease assets
recognized in the statement of financial position for the first time and
rights to use assets arising from finance leases in the amount of
EUR 2.5 billion that were previously recognized under property, plant
and equipment. For more information on the application of the new
accounting standard please refer to the section “Accounting policies,”
page 35 et seq. As of March 31, 2019, the carrying amount increased
to EUR 16.8 billion. Depreciation and amortization of EUR 0.9 billion
was recognized in the first quarter of 2019.



CAPITALIZED CONTRACT COSTS

Capitalized contract costs arise from the application of IFRS 15
since January 1, 2018. Capitalized contract assets increased by
EUR 0.1 billion as of March 31, 2019 to EUR 1.8 billion, mainly due
to a higher level of capitalized costs of obtaining a contract, in partic-
ular in the United States operating segment.

TRADE AND OTHER PAYABLES

Trade and other payables decreased by EUR 0.5 billion to EUR 10.2 billion
due to the reduction in the level of liabilities, mainly in the Europe and
Germany operating segments. This was contrasted by an increase in
liabilities in the United States operating segment, due in part to the
building up of inventories of higher-priced smartphones as well as slightly
positive exchange rate effects.

OTHER LIABILITIES

Current and non-current other liabilities decreased by EUR 1.8 billion to
EUR 4.2 billion. This is mainly attributable to the fact that, as a conse-
guence of the first-time application of IFRS 16, liabilities from straight-line
leases, mainly for cell sites, in the United States operating segment were
no longer required to be reported. As of January 1, 2019, first of all, the
lease terms underlying these liabilities were adjusted to the lease terms
determined in accordance with IFRS 16, increasing shareholders’ equity,
and the remaining prepaid expense was offset against the right-of-use
asset. This reduced other liabilities by EUR 2.2 billion as of the transition
date. For more information on the application of the new accounting
standard, please refer to the section “Accounting policies,” page 35 et seq.

FINANCIAL LIABILITIES
Current and non-current financial liabilities increased by EUR 3.7 billion
to EUR 65.9 billion compared with the end of 2018.
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On March 28, 2019, the shareholders’ meeting of Deutsche Telekom AG
resolved in accordance with the proposal by the Board of Management
on the appropriation of net income to pay a dividend of EUR 0.70 for
each no par value share carrying dividend rights. This resulted in a total
dividend payment of EUR 3.3 billion. As of March 31, 2019, current
financial liabilities increased accordingly. The dividend was paid to
shareholders at the beginning of April 2019.

In addition, the following borrowings or repayments of debt were made:

In the first quarter of 2019, Deutsche Telekom AG issued euro bonds
with a total volume of EUR 1.8 billion and pound sterling bonds with a
total volume of GBP 0.4 billion (EUR 0.5 billion). Scheduled repayments
of promissory notes in the amount of EUR 0.2 billion in the first quarter
of 2019 had an offsetting effect. The net change of EUR 0.5 billion in
commercial paper and net short-term borrowings of EUR 0.6 billion also
reduced the carrying amount of the financial liabilities.

An increase in the carrying amount of the financial liabilities compared
with December 31, 2018 of around EUR 0.2 billion in total relates to
exchange rate effects in the United States operating segment.

The mandatory first-time application of IFRS 16 as of January 1, 2019
resulted in finance lease liabilities being reclassified from financial
liabilities to lease liabilities. Based on the carrying amounts as of
December 31, 2018, this reclassification reduced the financial liabilities
by EUR 2.5 billion. For more information on the application of the new
accounting standard, please refer to the section “Accounting policies,”
page 35 et seq.

The following table shows the composition and maturity structure of
financial liabilities as of March 31, 2019:

millions of €
Due Due Due
Mar. 31, 2019 within 1 year >1 <5 years > 5 years
Bonds and other securitized liabilities 51,835 6,249 17,102 28,483
Liabilities to banks 5,561 1,795 2,387 1,379
Liabilities to non-banks from promissory note bonds 344 0 53 291
Other interest-bearing liabilities 2,317 1,551 566 200
Other non-interest-bearing liabilities 4,720 4,616 98 5
Derivative financial liabilities 1,170 746 105 318
FINANCIAL LIABILITIES 65,947 14,958 20,311 30,677

LEASE LIABILITIES

The mandatory first-time application of IFRS 16 as of January 1, 2019 led
to the recognition of current and non-current lease liabilities totaling
EUR 18.1 billion. These also include the finance lease liabilities that
used to be reported under financial liabilities. The carrying amount of
the recognized lease liabilities increased to EUR 18.7 billion as of March
31, 2019. Overall, lease liabilities in the amount of EUR 4.1 billion are
due within one year. For more information on the application of the new
accounting standard, please refer to the section “Accounting policies,”
page 35 et seq.

CONTRACT LIABILITIES

Contract liabilities arise from the application of IFRS 15 since January 1,
2018. Compared with March 31, 2019, the carrying amount of current
and non-current contract liabilities decreased by EUR 0.1 billion to
EUR 2.2 billion. These mainly comprise deferred revenues.
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PROVISIONS FOR PENSIONS AND OTHER EMPLOYEE BENEFITS
Provisions for pensions and other employee benefits increased from
EUR 5.5 billion as of December 31, 2018 to EUR 5.8 billion, mainly
due to interest rate adjustments which resulted in an actuarial loss of
EUR 0.2 billion to be recognized directly in equity.

As of March 31, 2019, Deutsche Telekom changed the method it uses to
calculate the discount rate in the euro zone, Switzerland, and the United
Kingdom for determining pension obligations in accordance with |AS 19.
The discount rate continues to be determined based on the yields of
high-quality European corporate bonds with an AA rating, mapped in a
yield curve showing the corresponding spot rates. The changes result
from a change in provider for the determination of the yield curves.

Under the new method, adjustments are made in relation to the selection
of the bonds available on the market (previous data basis: Bloomberg;
data basis after adjustment: Thomson Reuters) as well as in the deter-
mination of the yield curve from this data. The first step is to remove bonds
with special options (e.g., put or call options) or other properties (e.g.,
low-volume bonds, bundled bonds, bonds pertaining to a specific country)
from the available portfolio. Then a regression curve is determined based
on the bond market so as to identify potential outliers (calculated using
the double standard deviation) and likewise remove these from the bond
portfolio for determining the interest rate. The yield curve determined
using this method is subsequently applied to the cash flows in the
pension plans so as to determine an equivalent uniform discount rate.

The Group’s pension obligations are based on pension commitments
mainly in Germany, Greece, and Switzerland. Without the change, the
discount rate would be 0.15 percentage points lower in Germany,
0.13 percentage points lower in Greece, and 0.03 percentage points
lower in Switzerland, and the defined benefit obligations would be
EUR 211 million higher.

SHAREHOLDERS’ EQUITY

Shareholders’ equity decreased by EUR 0.7 billion as of December 31,
2018 to EUR 42.8 billion, due in particular to the resolved dividend of
EUR 3.3 billion paid out by Deutsche Telekom AG. The subsequent
measurement of equity instruments directly in equity and the remea-
surement of defined benefit plans reduced the carrying amount by
EUR 0.2 billion in each case. By contrast, the profit of EUR 1.3 billion
increased shareholders’ equity. The transition to the IFRS 16 accounting
standard likewise increased the carrying amount. The cumulative effect
of this was an increase of EUR 0.3 billion in retained earnings (in-
cluding shares attributable to non-controlling interests) recognized
directly in equity as of January 1, 2019. Currency translation effects
of EUR 0.5 billion recognized directly in equity and capital increases
from share-based payments of EUR 0.1 billion increased shareholders’
equity. Shareholders’ equity increased as a result of the acquisition
of Tele2 Netherlands in the Group Development operating segment
which led to transactions with owners totaling EUR 0.5 billion and
effects of changes in the composition of the Deutsche Telekom Group
of EUR 0.2 billion. For more information, please refer to the section
“Changes in the composition of the Group,” page 38 et seq.
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SELECTED NOTES TO THE CONSOLIDATED INCOME STATEMENT
NET REVENUE
Net revenue breaks down into the following revenue categories:

millions of €

Q12019 Q12018°
Revenue from the rendering of services 15,849 14,769
Germany 4,328 4,372
United States 7,495 6,484
Europe 2,408 2,364
Systems Solutions 1,241 1,300
Group Development 361 235
Group Headquarters & Group Services 16 15
Revenue from the sale of goods and merchandise @ 3,136 2,769
Germany 503 498
United States 2,161 1,827
Europe 345 353
Systems Solutions 32 22
Group Development 95 69
Group Headquarters & Group Services 0 0
Revenue from the use of entity assets by others 503 386
Germany 205 17
United States 140 145
Europe 55 10
Systems Solutions 6 10
Group Development 65 72
Group Headquarters & Group Services 32 33
NET REVENUE 19,488 17,924

a Revenue from the sale of goods and merchandise includes interest income of EUR 0.1 billion
in the reporting period, calculated using the effective interest method (Q12018: EUR 0.1 billion).
This income is primarily attributable to accrued interest on receivables in connection with
handsets sold under installment plans in the United States operating segment.

b Prior-year figures were adjusted on account of a change in the allocation between
revenue categories. This change relates to revenue from the use of entity assets by others
of EUR 72 million in the Group Development operating segment that had been reported
under revenue from the rendering of services in the consolidated financial statements for
January 1 to March 31, 2018.

For details of changes in net revenue, please refer to the section
“Development of business in the Group” in the interim Group manage-
ment report, page 11 et seq.

OTHER OPERATING INCOME

millions of €
Q12019 Q12018
Income from the reversal of impairment losses on
non-current assets 0 2
Of which: IFRS 5 0 0
Income from the disposal of non-current assets 20 106
Income from reimbursements 39 41
Income from insurance compensation 27 91
Income from ancillary services 4 6
Miscellaneous other operating income 114 126
Of which: income from divestitures and from the
sale of stakes accounted for using the equity
method 1 0
204 373

Miscellaneous other operating income includes a large number of
individual items accounting for marginal amounts.



OTHER OPERATING EXPENSES

millions of €
Q12019 Q12018
Impairment losses on financial assets (78) (106)
Gains (losses) from the write-off of financial assets
measured at amortized cost (18) (10)
Other (613) (697)
Legal and audit fees (55) (76)
Losses from asset disposals (46) (42)
Income (losses) from the measurement
of factoring receivables (32) (30)
Other taxes (137) (156)
Cash and guarantee transaction costs (85) (84)
Insurance expenses (25) (20)
Miscellaneous other operating expenses (233) (289)
(709) (813)

Miscellaneous other operating expenses include a large number of
individual items accounting for marginal amounts.

DEPRECIATION, AMORTIZATION AND IMPAIRMENT LOSSES

At EUR 4.2 billion, depreciation, amortization and impairment losses on
intangible assets, property, plant and equipment, and right-of-use assets
were EUR 1.1 billion higher than in the prior-year period. Of this figure,
EUR 0.9 billion was attributable to the depreciation charge for right-of-use
assets required to be recognized for the first time in accordance with IFRS
16. In the prior-year period, by contrast, expenses had been recognized
under goods and services purchased in connection with operating leases
as well as depreciation of finance lease assets recognized as property,
plant and equipment. Depreciation of property, plant and equipment and
amortization of intangible assets were EUR 0.2 billion higher than in the
prior year, mainly due to the consistently high investment volume in past
years.

PROFIT/LOSS FROM FINANCIAL ACTIVITIES

The loss from financial activities remained stable against the first quarter
of 2018 at EUR 0.4 billion. Finance costs increased by EUR 0.2 billion to
EUR 0.6 billion. These result in particular from the subsequent measure-
ment of lease liabilities recognized since the application of IFRS 16. By
contrast, other financial income/expense improved by EUR 0.2 billion,
mainly due to positive measurement effects from embedded derivatives
at T Mobile US. In the prior-year period, these had a negative effect of
EUR 0.1 billion on other financial income/expense. For more information,
please refer to the disclosures on financial instruments, page 46 et seq.

INCOME TAXES

A tax expense of EUR 0.5 billion was recognized in the first quarter of
2019. The effective tax rate of 28 percent essentially reflects the shares
of the different countries in the profit before income taxes and their
respective national tax rates. In the prior-year period, tax expense in
approximately the same amount arose with a profit before income taxes
that was just marginally lower.
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OTHER DISCLOSURES

NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

NET CASH FROM OPERATING ACTIVITIES

Net cash from operating activities increased by EUR 1.7 billion year-
on-year to EUR 6.0 billion. In the first quarter of 2018, the cash outflows
in connection with operating leases reduced net cash from operating
activities. Due to the mandatory first-time application of the IFRS 16
accounting standard, the principal repayment portion of lease payments
is presented in net cash used in/from financing activities. The strong
performance of the United States operating segment significantly
increased net cash from operating activities. Factoring agreements

- especially in the Systems Solutions operating segment - resulted in
positive effects of EUR 0.3 billion on net cash from operating activities
in the reporting period. The effect from factoring agreements in the
prior-year period also totaled EUR 0.3 billion. In addition, in the prior-
year period, dividends received in the amount of EUR 0.2 billion had had
an increasing effect. Net cash from operating activities was also reduced
by EUR 0.1 billion higher net interest payments.

NET CASH USED IN INVESTING ACTIVITIES

millions of €
Q12019 Q12018
Cash capex
Germany operating segment (1,216) (1,145)
United States operating segment (1,713) (1,143)
Europe operating segment (446) (438)
Systems Solutions operating segment (93) (83)
Group Development operating segment (86) (85)
Group Headquarters & Group Services (274) (248)
Reconciliation 1 3
(3,827) (3,139)
Net cash flows for collateral deposited
and hedging transactions 442 (267)
Cash outflows for the acquisition
of shares in Tele2 Netherlands @ (230) 0
Cash outflows for the acquisition
of shares in Layer3 TVP 0 (253)
Proceeds from the disposal of property, plant
and equipment, and intangible assets 44 161
Cash flows from the loss of control
of subsidiaries and associates © 0 (61)
Other (26) (84)
(3,597) (3,643)

a Includes, in addition to the purchase price of EUR 234 million, inflows
of cash and cash equivalents in the amount of EUR 4 million.

b Includes, in addition to the purchase price of EUR 255 million, inflows
of cash and cash equivalents in the amount of EUR 2 million.

¢ Relates primarily to outflows of cash and cash equivalents in connection with the
transfer of the stake in BT as plan assets to Deutsche Telekom Trust e.V. in March 2018.
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Cash capex increased by EUR 0.7 billion to EUR 3.8 billion. In the
reporting period, mobile spectrum licenses were acquired for total cash
of EUR 0.1 billion, primarily in the United States operating segment.
The prior-year figure likewise included a total of EUR 0.1 billion for the
acquisition of mobile spectrum licenses, also predominantly for the
United States operating segment. The increase of EUR 0.6 billion in
cash capex compared with the prior-year period is attributable to the
United States operating segment and is mainly due to the infrastructure
build-out for the 600 MHz spectrum, laying the groundwork for 5G.

NET CASH USED IN/FROM FINANCING ACTIVITIES

millions of €
Q12019 Q12018
Repayment of bonds 0 (1,898)
Repayment of EIB loans (111) (80)
Net cash flows for collateral deposited and hedging
transactions 0 12
Principal portion of repayments of lease liabilities (893) (205)
Repayment of financial liabilities for media
broadcasting rights (116) (80)
Cash flows from continuing involvement factoring, net (17) 21
Loans taken out with the EIB 50 150
Promissory notes, net 144 50
Issuance of bonds 2,234 2,266
Commercial paper, net (467) (707)
Overnight borrowings from banks, net (618) 1,117
Cash inflows from transactions with non-controlling
entities
T-Mobile US stock options 1 1
1 1
Cash outflows from transactions with non-controlling
entities
T-Mobile US share buy-backs (88) (603)
OTE share buy-backs (14) 0
Acquisition of T-Mobile US shares 0 (162)
Other (5) (5)
(107) (770)
Other (73) (171)
27 (294)

NON-CASH TRANSACTIONS IN THE

CONSOLIDATED STATEMENT OF CASH FLOWS

In the first quarter of 2019, Deutsche Telekom chose financing options
totaling EUR 0.2 billion under which the payments for trade payables from
operating and investing activities primarily become due at a later point in
time by involving banks in the process (Q1 2018: EUR 0.2 billion). These
payables will subsequently be recognized under financial liabilities in the
statement of financial position. As soon as the payments have been made,
they are disclosed under net cash used in/from financing activities.

In the first quarter of 2019, Deutsche Telekom hired network equipment
for a total of EUR 1.1 billion that is classified as a lease in accordance with
IFRS 16 (Q1 2018: finance lease in the amount of EUR 0.2 billion). The
finance lease is subsequently also presented under lease liabilities in the
statement of financial position. Future repayments of the liabilities will be
recognized in net cash used in/from financing activities.
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Consideration for the acquisition of broadcasting rights will be paid by
Deutsche Telekom in accordance with the terms of the contract on the
date of its conclusion or spread over the term of the contract. Financial
liabilities of EUR 0.1 billion were recognized in the first quarter of 2019
for future consideration for acquired broadcasting rights (Q1 2018:
EUR 0.1 billion). As soon as the payments have been made, they are
disclosed under net cash used in/from financing activities.

In the United States operating segment, EUR 0.1 billion was recognized
for mobile handsets under property, plant and equipment in the reporting
period (Q1 2018: EUR 0.3 billion). These relate to the JUMP! On Demand
business model at T-Mobile US, under which customers do not purchase
the devices but lease them. The payments are presented under net cash
from operating activities.

As part of the acquisition of 100 percent of the shares in Tele2 Nether-
lands N.V., Deutsche Telekom transferred a 25 percent share in T-Mobile
Netherlands (prior to the business combination). For more information,
please refer to the section “Changes in the composition of the Group,”
page 38 et seq.

SEGMENT REPORTING

The following table gives an overall summary of Deutsche Telekom’s
operating segments and the Group Headquarters & Group Services
segment for the first quarters of 2019 and 2018.

The acquisition of 100 percent of the shares in the telecommunications
provider Tele2 Netherlands Holding N.V. by T-Mobile Netherlands
Holding B.V. was consummated on January 2, 2019. Since the acquisi-
tion date, Tele2 Netherlands has been allocated to the Group Develop-
ment operating segment and included in Deutsche Telekom’s consoli-
dated financial statements as a fully consolidated subsidiary.

In accordance with the Company’s own principles of segment manage-
ment, when loans with embedded derivatives are granted internally to
Group entities, the derivative component is recognized separately in the
creditor company’s financial statements and measured at fair value
through profit or loss.

For details on the development of operations in the operating segments
and the Group Headquarters & Group Services segment, please refer to
the section “Development of business in the operating segments” in the
interim Group management report, page 16 et seq.
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Segment information in the first quarter
millions of €
Comparative period Reporting date

Investments
Profit (loss) accounted
from  Depreciation for using
Net  Intersegment Total operations and Impairment Segment Segment the equity
revenue revenue revenue (EBIT)  amortization losses assets liabilities method
Germany Q12019 5,036 321 5,357 863 (1,083) 0 36,853 27,061 12
Q12018 4,987 338 5,325 935 (980) 0 37,419 27,571 12
United States Q12019 9,796 0 9,796 1,376 (1,835) 0 80,982 53,260 195
Q12018 8,455 0 8,455 1,137 (1,223) 0 69,223 43,326 159
Europe Q12019 2,808 83 2,891 339 (694) (2) 28,717 11,454 60
Q12018 2,727 84 2,811 345 (559) 0 27,263 10,134 60
Systems Solutions Q12019 1,278 352 1,630 (49) (128) 0 6,630 4,737 25
Q12018 1,332 333 1,665 (76) (95) 0 5,728 3,810 24
Group Development Q12019 522 160 682 126 (200) 0 8,710 10,500 312
Q12018 376 152 528 148 (78) 0 6,037 8,553 311
Group Headquarters & Q12019 48 603 651 (393) (260) 0 54,878 67,052 10
Group Services Q12018 48 603 651 (324) (159) 4) 50,047 58,931 10
TOTAL Q12019 19,488 1,519 21,007 2,262 (4,200) (2) 216,770 174,064 614
Q12018 17,924 1,511 19,435 2,165 (3,094) (4) 195,717 152,325 576
Reconciliation Q12019 0 (1,519) (1,519) (4) (2) 0 (51,298) (51,354) 0
Q12018 0 (1,511) (1,511) 6 1 0 (50,342) (50,387) 0
GROUP Q12019 19,488 0 19,488 2,258 (4,202) (2) 165,472 122,710 614
Q12018 17,924 0 17,924 2,171 (3,093) (4) 145,375 101,938 576

CONTINGENT LIABILITIES

This section provides additional information and explains recent
changes in the contingent liabilities as described in the consolidated
financial statements for the 2018 financial year.

Lawsuits filed by partnering publishers of telephone directories. In the
lawsuits filed by the partnering publishers of telephone directories, two
of the suits suspended in the first instance were withdrawn after the
already reported ruling of the Federal Court of Justice in January 2019
went in favor of Deutsche Telekom. As a result, ten proceedings are still
pending with a total claim of approximately EUR 70 million plus interest.
For nine of these suits, appeal proceedings are still in process with the
German Federal Court of Justice while the tenth remains suspended.
Proceedings before the administrative court were also brought to a close
after the remaining two plaintiffs withdrew their respective suits.

Claims for damages against Slovak Telekom following a European
Commission decision to impose fines. On February 21, 2019, Slovak
Telekom and Deutsche Telekom filed an appeal with the European Court
of Justice against the ruling by the General Court of the European Union
of December 13, 2018 in which the fines imposed by the European
Commission were partially overturned and the level of the fines reduced.

OTHER FINANCIAL OBLIGATIONS
The following table provides an overview of Deutsche Telekom'’s other
financial obligations as of March 31, 2019:

millions of €
Mar. 31, 2019
Purchase commitments regarding property, plant and equipment 4,506
Purchase commitments regarding intangible assets 451
Firm purchase commitments for inventories 3,627
Other purchase commitments and similar obligations 17,952
Payment obligations to the Civil Service Pension Fund 2,139
Obligations from the acquisition of interests in other companies 23,595
Miscellaneous other obligations 53
52,323

Obligations from the acquisition of interests in other companies mainly
relate to the agreed business combination of T-Mobile US and Sprint at
USD 26.5 billion (EUR 23.6 billion). For further information on agreed
corporate transactions, please refer to the section “Changes in the
composition of the Group,” page 38 et seq., and to the section “Sum-
mary of accounting policies - Changes in the composition of the Group
and other transactions,” 2018 Annual Report, page 176 et seq.
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DISCLOSURES ON FINANCIAL INSTRUMENTS

Carrying amounts, amounts recognized, and fair values by class and measurement category

millions of €
Amounts recognized in the statement of financial position
in accordance with IFRS 9
Fair value through
Fair value through other com-
Measurement other com-  prehensive income
category Carrying prehensive income to be reclassified Fair value
in accordance amount Amortized without recycling subsequently to  through profit
with IFRS 9 Mar. 31, 2019 cost to profit or loss profit or loss or loss
ASSETS
Cash and cash equivalents AC 6,144 6,144
Trade receivables
At amortized cost AC 4,649 4,649
At fair value through other comprehensive income FVOCI 5,340 5,340
At fair value through profit or loss FVTPL 0 0
Other financial assets
Originated loans and other receivables
At amortized cost AC 2,344 2,344
Of which: collateral paid AC 0 0
At fair value through other comprehensive income FVOCI 0
At fair value through profit or loss FVTPL 113 113
Equity instruments
At fair value through other comprehensive income FVOCI 341 341
Derivative financial assets
Derivatives without a hedging relationship FVTPL 728 728
Of which: termination rights embedded in bonds issued FVTPL 327 327
Of which: energy forward agreements embedded in contracts FVTPL 8 8
Derivatives with a hedging relationship n.a. 731 116 615
Lease assets n.a. 162
Cash and cash equivalents and trade receivables directly
associated with non-current assets and disposal groups held for sale AC 22 22
Equity instruments within non-current assets and
disposal groups held for sale FVOCI 35 35
LIABILITIES
Trade payables AC 10,241 10,241
Bonds and other securitized liabilities AC 51,835 51,835
Liabilities to banks AC 5,561 5,561
Liabilities to non-banks from promissory note bonds AC 344 344
Other interest-bearing liabilities AC 2,317 2,317
Of which: collateral received AC 750 750
Other non-interest-bearing liabilities AC 4,720 4,720
Lease liabilities n.a. 18,728
Finance lease liabilities n.a. n.a.
Derivative financial liabilities
Derivatives without a hedging relationship FVTPL 286 286
Of which: options granted to third parties for the purchase
of shares in subsidiaries and associates FVTPL 10 10
Of which: energy forward agreements embedded in contracts FVTPL 92 92
Derivatives with a hedging relationship n.a. 884 724 160
Trade payables directly associated with non-current
assets and disposal groups held for sale AC 30 30
Of which: aggregated by measurement category
in accordance with IFRS 9
ASSETS
Financial assets at amortized cost AC 13,159 13,159
Financial assets at fair value through other comprehensive
income with recycling to profit or loss FVOCI 5,340 5,340
Financial assets at fair value through other comprehensive
income without recycling to profit or loss FVOCI 376 376
Financial assets at fair value through profit or loss FVTPL 841 841
LIABILITIES
Financial liabilities at amortized cost AC 75,048 75,048
Financial liabilities at fair value through profit or loss FVTPL 286 286

a The exemption provisions under IFRS 7.29 were applied for disclosures on specific fair values.
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Amounts recognized in the statement of financial position
in accordance with IFRS 9
Amounts Amounts
recognized in Fair value through recognized in
the statement of Fair value through other com- the statement
financial Measurement other com-  prehensive income of financial
position in category prehensive income to be reclassified Fair value position in
accordance with Fair value in accordance Carrying amount Amortized without recycling subsequently to through profit accordance Fair value
IFRS 16 Mar. 31, 20192 with IFRS 9 Dec. 31, 2018 cost to profit or loss profit or loss or loss with IAS 17 Dec. 31, 20182
AC 3,679 3,679
AC 4,280 4,280
5,340 FVOCI 5,703 5,703 5,703
0 FVTPL 5 5 5
2,378 AC 2,982 2,982 3,013
AC 299 299
FVOCI 0 0
113 FVTPL 103 103 103
341 FVOCI 324 324 324
728 FVTPL 597 597 597
327 FVTPL 99 99 99
8 FVTPL 12 12 12
731 n.a. 273 5 268 273
162 n.a. 147 147
AC 27 27
35 FVOCI 34 34 34
AC 10,735 10,735
55,673 AC 49,033 49,033 51,736
5,624 AC 5,710 5,710 5,749
429 AC 497 497 578
2,347 AC 1,878 1,878 1,927
AC 404 404
AC 1,608 1,608
18,728 n.a. n.a.
2,472 2,472 2,695
286 FVTPL 242 242 242
10 FVTPL 10 10 10
92 FVTPL 52 52 52
884 n.a. 836 486 350 836
AC 36 36
2,378 AC 10,968 10,968 3,013
5,340 FVOCI 5,703 5,703 5,703
376 FVOCI 358 358 358
841 FVTPL 705 705 705
64,073 AC 69,497 69,497 59,990
286 FVTPL 242 242 242
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Trade receivables include receivables amounting to EUR 1.9 billion
(December 31, 2018: EUR 1.7 billion) due in more than one year. The
fair value generally equals the carrying amount.

Financial instruments measured at fair value

When determining the fair value, it is important to maximize the use of
current inputs observable in liquid markets for the financial instrument
in question and minimize the use of other inputs (e.g., historical prices,
prices for similar instruments, prices on illiquid markets). A three-level
measurement hierarchy is defined for these purposes. If prices quoted

in liquid markets are available at the reporting date for the respective
financial instrument, these will be used unadjusted for the measurement
(Level 1 measurement). Other input parameters are then irrelevant for the

measurement. One such example is shares and bonds that are actively
traded on a stock exchange. Even if quoted prices on liquid markets are
not available at the reporting date for the respective financial instrument,
the instrument can be measured using other inputs that are observable
on the market at the reporting date (Level 2 measurement). The conditions
for this are that no major adjustments have been made to the observable
inputs and no unobservable inputs are used. Examples of Level 2
measurements are collateralized interest rate swaps, currency forwards,
and cross-currency swaps that can be measured using current interest
rates or exchange rates. If the conditions for a Level 1 or Level 2 measure-
ment are not met, a Level 3 measurement is applied. In such cases, major
adjustments must be made to observable inputs or unobservable inputs
must be used.

Financial instruments measured at fair value

millions of €
Mar. 31, 2019

Level 1 Level 2 Level 3 Total
ASSETS
Trade receivables
At fair value through other comprehensive income 5,340 5,340
At fair value through profit or loss 0 0
Other financial assets - Originated loans and other receivables
At fair value through other comprehensive income
At fair value through profit or loss 106 7 113
Equity instruments
At fair value through other comprehensive income 3 373 376
Derivative financial assets
Derivatives without a hedging relationship 393 335 728
Derivatives with a hedging relationship 731 731
LIABILITIES
Derivative financial liabilities
Derivatives without a hedging relationship 184 102 286
Derivatives with a hedging relationship 884 884
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Financial instruments measured at fair value
millions of €
Dec. 31, 2018

Level 1 Level 2 Level 3 Total
ASSETS
Trade receivables
At fair value through other comprehensive income 5,703 5,703
At fair value through profit or loss 5 5
Other financial assets - Originated loans and other receivables
At fair value through other comprehensive income
At fair value through profit or loss 93 10 103
Equity instruments
At fair value through other comprehensive income 358 358
Derivative financial assets
Derivatives without a hedging relationship 486 11 597
Derivatives with a hedging relationship 273 273
LIABILITIES
Derivative financial liabilities
Derivatives without a hedging relationship 180 62 242
Derivatives with a hedging relationship 836 836

Of the equity instruments measured at fair value through other
comprehensive income and recognized under other financial assets,
the instruments presented in the different levels constitute separate
classes of financial instruments. In each case, the fair values of the
total volume of equity instruments recognized as Level 1 are the price
quotations at the reporting date.

The listed bonds and other securitized liabilities are assigned to Level 1
or Level 2 depending on the market liquidity of the relevant instrument.
Consequently, issues denominated in euros or U.S. dollars with rela-
tively large nominal amounts are to be classified as Level 1, the rest
as Level 2. The fair values of the instruments assigned to Level 1
equal the nominal amounts multiplied by the price quotations at the
reporting date. The fair values of the instruments assigned to Level 2
are calculated as the present values of the payments associated with
the debts, based on the applicable yield curve and Deutsche Tele-
kom’s credit spread curve for specific currencies.

The fair values of liabilities to banks, liabilities to non-banks from
promissory notes, and other interest-bearing liabilities are calculated as
the present values of the payments associated with the debts, based
on the applicable yield curve and Deutsche Telekom’s credit spread
curve for specific currencies.

Since there are no market prices available for the derivative financial
instruments in the portfolio assigned to Level 2 due to the fact that they
are not listed on the market, the fair values are calculated using standard
financial valuation models, based entirely on observable inputs. The fair
value of derivatives is the price that Deutsche Telekom would receive or
have to pay if the financial instrument were transferred at the reporting
date. Interest rates of contractual partners relevant as of the reporting
date are used in this respect. The middle rates applicable as of the
reporting date are used as exchange rates. In the case of interest-bearing
derivatives, a distinction is made between the clean price and the dirty
price. In contrast to the clean price, the dirty price also includes the
interest accrued. The fair values carried correspond to the full fair value
or the dirty price.

The equity instruments measured at fair value through other compre-
hensive income contain a large number of investments in strategic,
unlisted individual positions. Deutsche Telekom considers the chosen
measurement through other comprehensive income without recycling
to profit or loss to be appropriate because there are no plans to use
the investments for short-term profit-taking. At the date of disposal
of an investment, the total cumulative gain or loss is reclassified to
retained earnings. Acquisitions and disposals are based on business
policy investment decisions.
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Development of the carrying amounts of the financial assets and financial liabilities assigned to Level 3

millions of €

Equity instruments

Derivative financial
assets at fair value
through profit

Derivative financial
assets at fair value
through profit

Derivative financial
liabilities at fair value
through profit

or loss: termination
rights embedded
in bonds issued

at fair value
through other
comprehensive income

or loss: energy
forward agreements
embedded in contracts

or loss: energy
forward agreements
embedded in contracts

Carrying amount as of January 1, 2019 358 99 12 (52)
Additions (including first-time categorization as Level 3) 3 0 0 0
Decreases in fair value recognized in profit/loss (including losses on disposal) 0 (2) (5) (39)
Increases in fair value recognized in profit/loss (including gains on disposal) 0 226 1 0
Decreases in fair value recognized directly in equity 0 0 0 0
Increases in fair value recognized directly in equity 15 0 0 0
Disposals (3) 0 0 0
Currency translation effects recognized directly in equity 0 4 0 (1)
CARRYING AMOUNT AS OF MARCH 31, 2019 373 327 8 (92)

The equity instruments assigned to Level 3 that are measured at fair
value through other comprehensive income and carried under other
financial assets are equity investments with a carrying amount of

EUR 369 million measured using the best information available at

the reporting date. As a rule, Deutsche Telekom considers transactions
involving shares in those companies to have the greatest relevance.
Transactions involving shares in comparable companies are also
considered. The proximity of the relevant transaction to the reporting
date, and the question of whether it was conducted at arm’s length, are
relevant for deciding which information is used for the measurement.
Furthermore, the degree of similarity between the object being mea-
sured and comparable companies must be taken into consideration.
Based on Deutsche Telekom’s own assessment, the fair values of the
equity investments at the reporting date could be determined with
sufficient reliability. Please refer to the table above for the development
of the carrying amounts in the reporting period. At the reporting date,
investments with a carrying amount of EUR 35 million were held for sale,
while there were no plans to sell the remaining investments. In the case
of investments with a carrying amount of EUR 255 million, transactions
involving shares in these companies took place at arm’s length
sufficiently close to the reporting date, which is why the share prices
agreed in the transactions were to be used without adjustment for the
measurement as of March 31, 2019. In the case of investments with a
carrying amount of EUR 81 million, an analysis of operational indicators
(especially revenue, EBIT and liquidity) revealed that the carrying
amounts were equivalent to current fair values. Due to better compara-
bility, previous arm’s-length transactions involving shares in these
companies are preferable to more recent transactions involving shares
in similar companies. In the case of investments with a carrying amount
of EUR 33 million, for which the last arm’s length transactions relating to
shares in these companies took place some time ago, a measurement
performed more recently relating to shares in similar companies provides
the most reliable representation of the fair values. Here, multiples to the
reference variable of expected revenue (ranging between 3.2 and 11.2)
were taken. The 25 percent quantile, the median, or the 75 percent
guantile was used for the multiples depending on the specific circum-
stances. If other values had been used for the multiples and for the
expected revenue amounts, the fair values calculated would have been
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different. These hypothetical deviations (sensitivities) are shown in the
table on the right. In addition, non-material individual items with a
carrying amount of EUR 4 million are included with differences in value
of minor relevance.

The derivatives without a hedging relationship assigned to Level 3 and
carried under derivative financial assets relate to options embedded in
bonds issued by T-Mobile US with a carrying amount of EUR 327 million
when translated into euros. The options, which can be exercised by
T-Mobile US at any time, allow early redemption of the bonds at fixed
exercise prices. Observable market prices are available regularly and
also at the reporting date for the bonds as entire instruments, but not
for the options embedded therein. The termination rights are measured
using an option pricing model. Historical interest rate volatilities of
bonds issued by T-Mobile US and comparable issuers are used for the
measurement because these provide a more reliable estimate at the
reporting date than current market interest rate volatilities. The absolute
figure used for the interest rate volatility at the current reporting date was
between 1.2 and 2.1 percent. The spread curve, which is also unobserv-
able, was derived on the basis of current market prices of bonds issued
by T-Mobile US and debt instruments of comparable issuers. The spreads
used at the current reporting date were between 1.9 and 2.8 percent for
the maturities of the bonds and between 0.4 and 1.7 percent for shorter
terms. For the mean reversion input, which is likewise unobservable,
10 percent was used. In our opinion, the values used constitute the
best estimate in each case. If other values had been used for interest
rate volatility, spread curve or mean reversion, the fair values calculated
would have been different. These hypothetical deviations (sensitivities)
are shown in the table on the right. In the reporting period, net income of
EUR 224 million when translated into euros was recognized under Level 3
in other financial income/expense for unrealized gains for the options in
the portfolio at the reporting date. For the development of the carrying
amounts in the reporting period, please refer to the table above. The
changes in value recognized in profit or loss in the reporting period
were mainly attributable to fluctuations in the interest rates and historical
interest rate volatilities in absolute terms that are relevant for measure-
ment. Due to their distinctiveness, these instruments constitute a
separate class of financial instruments.
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Sensitivities 2 of the carrying amounts of the financial assets and financial liabilities assigned to Level 3 depending on unobservable inputs

millions of €

Derivative financial
assets at fair value
through profit

or loss: termination
rights embedded
in bonds issued

Equity instruments
at fair value
through other

Derivative financial
assets at fair value
through profit

or loss: energy
forward agreements
embedded in contracts

Derivative financial
liabilities at fair value
through profit

or loss: energy
forward agreements
embedded in contracts

comprehensive income

Multiple next-level-up quantile

5

Multiple next-level-down quantile

(5)

Expected revenues +10%

2

Expected revenues -10%

(@)

Interest rate volatility® +10%

Interest rate volatility® -10 %

Spread curve ¢ +100 basis points

Spread curve © -100 basis points

Mean reversion 9 +100 basis points

Mean reversiond -100 basis points

Future energy prices +10 %

Future energy prices -10 %

Future energy output +5 %

&}
[}

Future energy output -5 %

S
S

Future prices for renewable energy credits © +100 %

o
©

Future prices for renewable energy credits ® from zero

@ Change in the relevant input parameter assuming all other input parameters are unchanged.

b Interest rate volatility shows the magnitude of fluctuations in interest rates over time (relative change). The larger the fluctuations, the higher the interest rate volatility.

¢ The spread curve shows, for the respective maturities, the difference between the interest rates payable by T-Mobile US and the interest rates on U.S. government bonds.

d Mean reversion describes the assumption that, after a change, an interest rate will revert to its average over time. The higher the selected value (mean reversion speed), the faster the interest

rate will revert to its average in the measurement model.

e Renewable energy credits is the term used for U.S. emission certificates.

With a carrying amount of EUR 92 million when translated into euros,
the derivatives without a hedging relationship assigned to Level 3 and
carried under derivative financial liabilities relate to energy forward
agreements embedded in contracts entered into by T-Mobile US. The
same applies to derivative financial assets with a carrying amount of
EUR 8 million when translated into euros. These agreements consist

of two components: the energy forward agreement and the acquisition
of renewable energy credits by T-Mobile US. The agreements were
entered into with energy producers in 2017 and 2018, and will run for
terms of between 12 and 20 years from the commencement of commer-
cial operations. In the case of one energy forward agreement, commer-
cial operations began at the end of 2017; with the others, commercial
operations are set to begin between 2019 and 2020. The respective
settlement period of the energy forward agreement, which is accounted
for separately as a derivative, also starts when the facility begins com-
mercial operation. Under the energy forward agreements, T-Mobile US
receives variable amounts based on the facility’s actual energy output
and the then current energy prices, and pays fixed amounts per unit of
energy generated throughout the term of the contract. The energy
forward agreements are measured using valuation models because no
observable market prices are available. The value of the derivatives is
materially influenced by the facility’s future energy output, for which
T-Mobile US estimated a value of 2,207 gigawatt hours per year at the
reporting date. The value of the derivatives is also significantly influ-
enced by future energy prices, which are not observable for the period
beyond five years. Further, the value of the derivatives is materially
influenced by the future prices for renewable energy credits, which are
also not observable. For the unobservable portion of the term, T-Mobile

US used on-peak energy prices of between EUR 22.46/MWh and

EUR 69.88/MWh when translated into euros and off-peak prices of
between EUR 14.10/MWh and EUR 45.29/MWh when translated into
euros. An average on-peak/off-peak ratio of 52 percent was used. In
our opinion, the values used constitute the best estimate in each case.
If other values had been used for future energy prices, future energy
output, or future prices of renewable energy credits, the fair values
calculated would have been different. These hypothetical deviations
(sensitivities) are shown in the table above. In the reporting period, a net
expense of EUR 43 million (when translated into euros) was recognized
under the Level 3 measurement in other operating income/expense for
unrealized losses for the derivatives. For the development of the carrying
amounts in the reporting period, please refer to the corresponding table
on the left. The market-price changes in the reporting period were largely
attributable to changes in observable and unobservable energy prices
and to interest rate effects. Due to their distinctiveness, these instru-
ments constitute a separate class of financial instruments. In the view
of T-Mobile US, the contracts were entered into at current market
conditions, and the most appropriate parameters for the unobservable
inputs were used for measurement purposes. The transaction price at
inception was zero in each case. Since the unobservable inputs have a
material influence on the measurement of the derivatives, the respective
amount resulting from initial measurement was not carried on initial
recognition. Instead, these amounts are amortized in profit or loss on

a straight-line basis over the period of commercial energy generation
(for a total amount of EUR 11 million per year when translated into
euros). This amortization adjusts the effects from measuring the
derivatives in each accounting period using the respective valuation
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models and updated parameters. All amounts from the measurement

of the derivatives are presented in net terms per contract in the state-
ment of financial position (derivative financial assets/liabilities) and in
the income statement (other operating income/expenses). The difference
yet to be amortized in the income statement developed as follows during
the reporting period:

Energy forward agreements: development of the not-yet-amortized
measurement amounts on initial recognition

millions of €

Measurement amounts on initial recognition 151
Measurement amounts on initial recognition

(additions during the reporting period) 0
Measurement amounts amortized in profit or loss in prior periods (3)

Measurement amounts amortized in profit or loss in
the current reporting period (1)

Currency translation adjustments 3

MEASUREMENT AMOUNTS NOT AMORTIZED AS OF MARCH 31, 2019 150

For the trade receivables, loans issued, and other receivables assigned

to Level 3, which are measured either at fair value through other compre-
hensive income or at fair value through profit or loss, the main factor in
determining fair value is the credit risk of the relevant counterparties. If the
default rates applied as of the reporting date had been 1 percent higher
(lower) with no change in the reference variables, the fair values of the
instruments would have been 1 percent lower (higher).

The financial liabilities measured at fair value through profit or loss and
assigned to Level 3 include derivative financial liabilities with a carrying
amount of EUR 10 million resulting from an option granted to third parties
for the purchase of shares in an associate of Deutsche Telekom. The option
was granted in connection with a sale of shares in this associate, and no
notable fluctuations in value are expected. Due to its distinctiveness, this
instrument constitutes a separate class of financial instruments.
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Disclosures on credit risk

In line with the contractual provisions, in the event of insolvency, all
derivatives with a positive or negative fair value that exist with the
respective counterparty are offset against each other, leaving a net
receivable or liability. The net amounts are normally recalculated every
bank working day and offset against each other. When the netting of the
positive and negative fair values of all derivatives was positive from
Deutsche Telekom’s perspective, Deutsche Telekom received unrestricted
cash collateral from counterparties pursuant to collateral contracts in the
amount of EUR 750 million (December 31, 2018: EUR 404 million). The
credit risk was thus reduced by EUR 674 million (December 31, 2018:
EUR 400 million) because, on the reporting date, the collateral received
was offset by corresponding net derivative positions in the same amount.
On the basis of these contracts, derivatives with a positive fair value and
a total carrying amount of EUR 1,124 million as of the reporting date
(December 31, 2018: EUR 756 million) had a maximum credit risk of
EUR 7 million as of March 31, 2019 (December 31, 2018: EUR 24 million).

When the netting of the positive and negative fair values of all derivatives
was negative from Deutsche Telekom’s perspective, Deutsche Telekom did
not provide any cash collateral to counterparties pursuant to collateral
agreements as of the reporting date (December 31, 2018: EUR 299 million).

On account of its close connection to the corresponding derivatives,
the collateral received constitutes a separate class of financial liabilities.
There were no other significant agreements reducing the maximum
exposure to the credit risks of financial assets. The maximum exposure
to credit risk of the other financial assets thus corresponds to their
carrying amounts.

According to agreement, no cash collateral was provided for interest rate
swaps concluded by T-Mobile US with a nominal value of EUR 8.5 billion
(when translated into euros). The fair values at the reporting date were
negative in each case from the perspective of T-Mobile US and amounted
to EUR -626 million when translated into euros (December 31, 2018:
EUR -391 million).

Please refer to the explanations above for more information on the
energy forward agreements for which no collateral is provided. There
is also no default risk on embedded derivatives held.



RELATED-PARTY DISCLOSURES

There were no significant changes at March 31, 2019 to the related-party
disclosures reported in the consolidated financial statements as of
December 31, 2018.

EXECUTIVE BODIES

Changes in the composition of the Board of Management

At its meeting on February 21, 2018, the Supervisory Board of Deutsche
Telekom AG resolved to extend Timotheus Hottges’ contract as Chairman
of the Board of Management by five years. Timotheus Hottges was re-
appointed as Chairman of the Board of Management effective January 1,
2019. Also at its meeting on February 21, 2018, the Supervisory Board
of Deutsche Telekom AG resolved to appoint Dr. Christian P. lllek as
Chief Financial Officer (CFO) effective January 1, 2019.

At its meeting on July 13, 2018, the Supervisory Board of Deutsche
Telekom AG resolved to appoint Birgit Bohle as the new Board of
Management member responsible for Human Resources and as Labor
Director effective January 1, 2019. Birgit Bohle succeeded Dr. Christian
P. lllek in this position.

At its meeting on September 4, 2018, the Supervisory Board of Deutsche
Telekom AG resolved to appoint Thorsten Langheim as the Board of
Management member responsible for USA and Group Development, a
newly created Board of Management department, effective January 1,
2019,

Changes in the composition of the Supervisory Board

Shareholders’ representatives. The current terms of the Supervisory
Board appointments of Lars Hinrichs and Karl-Heinz Streibich ended
after the shareholders’ meeting on March 28, 2019. The shareholders’
meeting resolved, by a majority, to elect both Supervisory Board members
as shareholders’ representatives in the Supervisory Board until the end
of the shareholders’ meeting that resolves to approve the actions of the
Supervisory Board members for the 2023 financial year. The Bonn District
Court’s appointment of Dr. Rolf Bésinger as a member of the Supervisory
Board ended at the close of the shareholders’ meeting on March 28, 2019.
The shareholders’ meeting resolved, by a majority, to elect Dr. Rolf
Bdsinger as a shareholders’ representative in the Supervisory Board until
the end of the shareholders’ meeting that resolves to approve the actions
of the Supervisory Board members for the 2023 financial year.
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EVENTS AFTER THE REPORTING PERIOD
(MARCH 31, 2019)

Sale of Telekom Albania. On May 7, 2019, after the transaction was
approved by the relevant authorities, OTE announced the completion of
its previously announced sale of its entire stake in Telekom Albania to
the Bulgarian company Albania Telecom Invest AD.
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RESPONSIBILITY STATEMENT

To the best of our knowledge, and in accordance with the applicable the development and performance of the business and the position of
reporting principles for interim financial reporting, the interim the Group, together with a description of the material opportunities and
consolidated financial statements give a true and fair view of the risks associated with the expected development of the Group for the
assets, liabilities, financial position and profit or loss of the Group, remaining months of the financial year.

and the interim Group management report includes a fair review of

Bonn, May 9, 2019

Deutsche Telekom AG
Board of Management

Timotheus Hottges

Adel Al-Saleh Birgit Bohle Srini Gopalan Dr. Christian P. lllek

Dr. Thomas Kremer Thorsten Langheim Claudia Nemat Dr. Dirk Wossner
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REVIEW REPORT
To Deutsche Telekom AG, Bonn

We have reviewed the condensed consolidated interim financial state-
ments - comprising the statement of financial position, the income
statement, the statement of comprehensive income, the statement of
changes in equity, the statement of cash flows, and selected explanatory
notes - and the interim Group management report of Deutsche Telekom
AG, Bonn, for the period from January 1 to March 31, 2019, which are part
of the quarterly financial report pursuant to § 115 of the German Securities
Trading Act (Wertpapierhandelsgesetz - WpHG). The preparation of the
condensed consolidated interim financial statements in accordance with
the IFRSs applicable to the interim financial reporting as adopted by the
EU and to the interim Group management report in accordance with the
provisions of the German Securities Trading Act applicable to interim
group management reports is the responsibility of the parent company’s
board of management. Our responsibility is to issue a review report on the
condensed consolidated interim financial statements and on the interim
Group management report based on our review.

We conducted our review of the condensed consolidated interim financial
statements and the interim Group management report in accordance with
German generally accepted standards for the review of financial state-
ments promulgated by the Institut der Wirtschaftsprifer (Institute of Public
Auditors in Germany) (IDW) and additionally observed the International
Standards on Review Engagements, “Review of Interim Financial Infor-
mation Performed by the Independent Auditor of the Entity” (ISRE 2410).
Those standards require that we plan and perform the review so that we
can preclude through critical evaluation, with moderate assurance, that
the condensed consolidated interim financial statements have not been
prepared, in all material respects, in accordance with the IFRSs applicable
to interim financial reporting as adopted by the EU and that the interim
Group management report has not been prepared, in all material respects,
in accordance with the provisions of the German Securities Trading Act
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applicable to interim group management reports. A review is limited
primarily to inquiries of company personnel and analytical procedures
and therefore does not provide the assurance attainable in a financial
statement audit. Since, in accordance with our engagement, we have
not performed a financial statement audit, we cannot express an audit
opinion.

Based on our review, no matters have come to our attention that cause us
to presume that the condensed consolidated interim financial statements
have not been prepared, in all material respects, in accordance with the
IFRSs applicable to interim financial reporting as adopted by the EU nor
that the interim Group management report has not been prepared, in all
material respects, in accordance with the provisions of the German
Securities Trading Act applicable to interim group management reports.

Frankfurt/Main, May 9, 2019

PricewaterhouseCoopers GmbH
Wirtschaftsprifungsgesellschaft

Thomas Tandetzki
Wirtschaftsprifer

Dr. Peter Bartels
Wirtschaftsprifer
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