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In a letter dated 26 December 2011, Mr Luis Newdsad of Corporate Responsibility at
Deutsche Telekom (DT) contested TUAC's assessmemTos Corporate Responsibility
Report 2011, which was made public on 8 Decemb1'20

In what follows the TUAC responds to DT’s letter.

The GRI “Application Level Check” and third party a ssurance

Mr Neves states that hednnot fully understand the assessment in evepeptsparticularly
with regard to the GRI Application Level A+ (G3)img called into questidh Mr Neves
argues that:

- The application level A+Kas been checked and confirmed in a multi-stagega®by
GRI" and “key components of the CR Report of Deutsche Tele&wenbeen subjected to
an independent assurance engagement by [...] PriehatiseCoopet's

- With PwC'’s certification, it is argued, DTis'going beyond what is usual practice for
most A+ reporting organizations, which subject dkdy figures to external verificatitin

TUAC response:

Regarding the role of the GRI Secretarifie GRI Application Level Check is an optional
procedure whereby the GRI Secretariat based inNbtherlands verifies whether G3
disclosure items are being “addressed”. The ApptioalLevel Check does not issue a
judgement on whether these disclosure items argglreported effectively and according to
the G3 Guidelines. As stated on the website ofGRe, Application Level Checksdb not
give an opinion on the sustainability performantéhe reporting organization, the quality of
the report, or on formal compliance with the G3@8.1 Guideline&. Furthermore in a letter
to DT dated 12 January 2012, the GRI Secreta@¢st TUAC'’s €riticism is on the content
of the report and, as this is not something GRkéoat in an Application Level Check, we are
unable to comment on this. Another criticism froAT is of the quality of the external
assurance. Again, this is not something the GRInisposition to comment 6n For
information, it should also be reminded that thel GBcretariat does not hold a mandate to
proceed with any form of external assurance ortifggation” of individual company reports.

! http [lwww.tuac.org/en/public/e-docs/00/00/0A/42¢dment_doc.phtml
https://www.globalreporting.org/reporting/repogiframework-overview/application-level-
|nformauon/Pages/defauIt aspx
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Regarding the role of the external auditBwC auditors have certified a selected number of
DT's Key Performance Indicators (KPIs). As welcore they may be, PwC certification
cannot be considered as an assurance process owhbk DT reporting disclosure
requirements under a GRI G3 application level Ajolvhincludes far more items than the
KPlIs.

Content reporting

According to DT’s letter, our assessment lmsed on some errors and misinterpretations
and ‘misinterprets [...] the contents and scope of [...] ®policie$. In support of that claim,
the letter makes four arguments:

1. There are seven KPis the DT reporting frameworkahd not seventeen, as
erroneously assumed’byUAC.

2. In addition to the KPIs, the CR Report of Deutstleéekom includesd further eleven
social performance indicatats

3. DT’'s Code of Conduds “inaccurately described as a document that focusedata
privacy’, while DT claims that it is a code thaeXplicitly deal[s] with subjects such as
protection against discrimination, freedom of asation and the right to collective
bargaining.

4. The scope of application of DT’s Guiding Principless also beemfisinterpretet
because theyrépresent binding values for the entire Telekomuprand therefore
include the entire workforéeand because thefe being introduced in all
subsidiaries in an elaborate implementation prot@ssl are incorporatedrito the
most important business and HR processe2010.

TUAC response:

1. Regarding the number of KPMwe acknowledge a mistake in our assessment. Tdrere
indeed seven, and not seventeen KPIs. Accordinglhave amended our assessment report:

page 10'According to the G3 Guidelines, the materialitsteshould help identify the
company’s Key Performance Indicators (KPIs). DT tslisseven Corporate
Responsibility (CR) KPls-and-ten-Ecological KFDI—also-claims-to-have-alist of HR

KPls-in-its HR-report-but-no-such-listcould-berduThe table below compares the
CR-and-EecologicakPlIs in terms of coverage and stakeholders.”

page 11 From the above we conclude:

- Out of-I7 sustainability KPIs;-3 target the environment, 1 targets investors, 1
targets suppliers, 1 targets German public opiniand only 1 targets DT’s
workers.

- The stand-alone KPI on workers aims to measure &stkinderstanding, not
acceptance or agreement with DT’s strategy.

- Five TwoKPIs are limited to Germany.”

page 1:Out of the company’s 7 sustainability Key Performance Indicators, onheo
relates to workers—and that one aims to measur&evserunderstanding”
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This mistake however does not alter the main canetuof our assessment, which is:

“Given the more than 250,000 workers employed by thé&re is reason for concern
that only one KPI relates to workers —and that a@ims to measure workers’
understanding. There are reasons to believe thds Pilocess for selecting its KPIs is
not in full compliance with the GRI reporting pripke for materiality.”

2. Regarding the 11 social performance indicattinese are duly acknowledged in our
assessment where we verify DT's compliance withGRd indicators on labour, employment
and human rights. These indicators are not lisee&KRls however and accordingly are not
relevant in the above discussion on DT’s selegti@mtess of its KPIs.

3. Regarding DT’s Code of Conduatthen we conducted the assessment in September-
October 2011 the weblifikpointing to the “code of conduct” referred to afPfile showing
DT’s privacy policy which contains no referencdreedom of association or more broadly to
labour rights. Since then, and having re-checkets WEbsite, it appears that the weblink still

is shown on the webpage but redirects to the hogeepad DT’s website. TUAC cannot take
responsibility for changes made ex-post to thenenleporting framework of DT.

4. Regarding DT’s Guiding Principles/e do not contest the scope or level of applcadf
the Guiding Principles. In our assessment we simple that the content of it (five stand-
alone phrases) are insufficient to meet the GRid#teds for the Human Right Disclosure
Management Approach.

Process for defining material issues

DT’s letter also stresses the process for defimmaterial information, stating that it is
“relying on an intensive exchange with our staketxsfd that is carries outd materiality
process to define and prioritize the contents of QR Report each yearin which
“international stakeholdetsare ‘increasingly involved, and that ih addition to internal
stakeholders, the respondents mainly include eatestakeholders such as trade union
representativé'sand for the matter points to a webpage of DT $site.

TUAC response:

We note the above with interest, but we fail to Bew it could contradict or contest our
assessment.

TUAC Conclusion

We acknowledge a mistake in counting the numbd€eyf Performance Indicators (there are
7 of them, and not 17). However this mistake dostsafter our assessment of the way DT
slects its KPIs, pages 1 & 11:

“Given the more than 250,000 workers employed by tbé&re is reason for concern
that only one KPI relates to workers — and that @wes to measure workers’
understanding. There are reasons to believe thds Pilocess for selecting its KPIs is
not in full compliance with the GRI reporting pripte for materiality.”

3 http://www.telekom.com/dtag/cms/contentblob/dt/&858/blobBinary/privacy-code-of-conduct.pdf
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We also maintain our assessment that DT’s repofiamy not been adequately assured by a
third party for a GRI A+ level reporting, as we terin our assessment page 9:

“The assurance certificate provided by PwC does cmter all of the G3 reporting
items that are necessary for a GRI level A appicatin fact, the assurance covers
almost none of it and is limited to Germany ancéhother European countries”.

By omission in its letter, we further understandttBT does not contest the key findings of
our assessment as shown in the executive summgeylpa

“DT claims that eight core Labor indicators are “eered completely” in the report
and one is “covered partly,” but our analysis shotksee core Labor indicators are
covered partly and the remaining six are not codeatall”.

“DT claims that all six core Human Rights indicasoare “covered completely,” but
our analysis shows that only two are covered cotapyl@nd four are covered partly”.

DT’s response is also silent on our assessmerteof5RI1 reporting Principles, as shown in
the executive summary:

“Deutsche Telekom has clear reporting weaknesses:

- In terms of the GRI boundary setting principlemany cases, reporting by
DT is limited to German facilities—thus excludinmast half the workforce.

- In terms of the balance principle, compliance igsfionable as the CR
Report tends to emphasize initiatives related toagars only.

- The clarity principle is not respected at all, && tGRI index prepared by DT
is not precise enough to provide easy access ¢tonration, and some claims
are not backed by adequate sources and definitions.

DT’s response reinforces our opinion that DT's mladf a GRI A+ level reporting is not
verified both with regard to the content disclosufthat are needed to achieve an A level) and
the assurance by a third party (needed to achievdevel).

On a separate note, the case of DT exposes theyaitds of the language included in the
“Statements of Application Level Check” that the IG&ecretariat may grant to reporting
companies. Indeed the current text may be misirgezd as a “seal of proof” of quality of the
content reporting which it is not, as the case @f dhows clearly. This is an issue that, we
understaréld, iIs to be addressed in the current d@vent process of new ‘G4’ reporting
guidelines.

* https://www.globalreporting.org/reporting/latestidelines/g4-developments/Pages/default.aspx
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