Compliance Declaration

The Management Board and Supervisory Board of Telefónica Deutschland Holding AG (the
“Company”) have last issued a compliance declaration according to section 161 paragraph 1
German Stock Corporation Act on 12/13/14/16 October 2017.
Management Board and Supervisory Board of the Company hereby declare pursuant to sec.
161 para. 1 of the German Stock Corporation Act that since the issuance of the last compliance
declaration the recommendations of the German Corporate Governance Code ("GCGC") as
amended on 7 February 2017, published in the Federal Gazette on 24 April 2017, were complied with,
and will in future be with the following exceptions:

1. The recommendation in 4.2.3, 2nd paragraph, sentence 4 GCGC that both positive and
negative developments shall be taken into account with respect to the structure of the
variable remuneration components has not been and will not be followed. The
Management Board and the Supervisory Board are of the opinion that the remuneration
of the Management Board is nevertheless oriented towards a sustainable company
development. The remuneration consists of fixed as well as of short- and long-term
variable components. The relevant parameters for the determination of the variable
remuneration are overall oriented towards sustainable development and structured in a
way that they, as a whole, do not provide incentives for business decisions which are
opposed to the interests of the Company.
2. In 4.2.3, 2nd paragraph, sentence 7 the GCGC recommends that the variable
remuneration components shall relate to rigorous and relevant comparison parameters.
A partial deviation from such recommendation has been and will be made. The amount
of the annual bonus depends to some extent also on parameters regarding Telefónica,
S.A. In addition, a part of the long-term remuneration components is dependent on
parameters regarding Telefónica, S.A. or may be dependent on such parameters. The
Management Board and the Supervisory Board are of the opinion that no misdirected
incentives are created thereby.
3. The GCGC recommends in 4.2.3, 2nd paragraph, sentence 6 that the amount of
compensation shall be capped, both overall and for variable compensation components.
This recommendation has been and will be partially deviated from as for several aspects
of the variable compensation no caps have been determined. By doing so, the
Supervisory Board shall be granted the necessary room for manoeuvre to ensure the
balance between short-term and long-term variable remuneration elements at any time.
Furthermore, some of the board member service agreements do not provide for the exact
amount of the Company‘s pension expenses. The Company has assumed the
corresponding pension commitments from the respective Management Board member’s
former employer and continues them unchanged.

4. The recommendation in 4.2.3, 2nd paragraph, sentence 8 GCGC that forbids a
retroactive change of performance objectives or comparison parameters has not been
and will not be followed. The service contracts partially allow a retroactive change of
the criteria for the variable remuneration. From the Management Board‘s and the

Supervisory Board‘s view, this is necessary because the Company is active in an
extremely volatile and innovative market environment, and a change of corporate
strategy in the interest of a sustainable company development must also be possible
within the calculation period for the variable remuneration components. Such changes
of corporate strategy necessary with a view to reasonable company interests shall not
be hindered or delayed as a result of monetary interests of the members of the
Management Board. Thus, in particular the Supervisory Board is of the opinion that
flexibility is required as to performance objectives and comparison parameters.
5. The GCGC recommends in 4.2.3, 3rd paragraph that, for pension schemes, the
Supervisory Board shall establish the level of provision aimed for in each case also
considering the length of time for which the individual has been a Management Board
member and take into account the resulting annual and long-term expense for the
Company. This recommendation has been and will be partially deviated from. There are
defined contribution commitments in place for some Management Board members of
the Company which do not aim at a specific pension level. Therefore, with regard to
this form of the pension commitments, the Supervisory Board does not refer to an aimed
level of provision, since these pension commitments have been assumed from the
Management Board member’s former employer.
6. Notwithstanding the recommendation in 5.4.6, 1st paragraph, sentence 2 GCGC that the
chair and membership in committees is also to be taken into account in the compensation
of the Supervisory Board members, only the chair of the audit committee receives an
additional compensation. The Company takes the view that this reasonably takes into
account the current composition of the Supervisory Board.
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