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1. the company Orange Slovensko

Orange Slovensko, a.s. — a subsidiary
of the global group Orange S.A.

reqgistered office
Metodova 8, 821 08 Bratislava, Slovak Republic

company No.
35697270

the date of registration in the Companies register of the Slovak republic:

3 september 1996

legal form

joint-stock company

wording of the registration in the Companies register
registered in the Companies Register of District Court Bratislava |,
Section: Sa, File No.: 1142/B

basic information about the
company

Orange Slovensko, a.s. is the largest mobile
operator and one of the leading providers of
the fixed broadband Internet and digital televi-
sion in Slovakia.

The company has been commercially on the
market since 1997. As at 31 December 2013,
Orange Slovensko, a.s. recorded 2.79 million
active customers of the mobile network and
more than 160,000 customers of the fixed
network. By the end of 2013, Orange Sloven-

sko, a.s. achieved revenues of EUR 622 million.

Orange Slovensko, a.s. belongs to the worldwi-
de Orange Group, which is one of the largest
mobile operators and providers of broadband
Internet in Europe. As at 31 December 2013,
the Orange Group achieved revenues of EUR
41 billion and its services were used by more

than 236 million customers.

Orange is a leading provider of mobile
broadband Internet in the largest 3G network i
n Slovakia with unrivalled coverage for more
than 4.3 million inhabitants in 138 cities and

928 adjacent municipalities. Orange high-speed
mobile data network in HSPA+ standard,

which is available throughout Slovakia covered
by the UMTS signal, nowadays supports down-
load speeds of up to 21.1 Mbit/s. It is available
for more than 60% of the Slovak population at
speeds up to 42.2 Mbit/s.

Orange Slovensko, a.s. is the first telecommu-
nications operator in Slovakia which launched
the most advanced fixed network of a new
generation based on FTTH (Fiber To The Home
— optics for apartment) technology, which
currently covers more than 325,000 households
in 17 cities in Slovakia. The quality of services
provided by Orange Slovensko, a.s. meets

the criteria of ISO 9001:2000; apart from that,
the company is a holder of the certificate of
Environmental Management System according
to ISO 14001:2004. In Slovakia, it is a leader

in corporate social responsibility and corporate
philanthropy being covered by Nadacia Orange

(in English: “Orange Foundation”).

The Orange Group is the 100%
shareholder of Orange Slovensko, a.s.

via Atlas Services Belgium.
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1. the company Orange Slovensko
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company management
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1. the company Orange Slovensko

Pavol Lancari¢
CEO

Pavol Lancari¢ was born in 1963. He gradua-
ted from the Faculty of Commerce at the Uni-
versity of Economics in Bratislava, obtaining his
PhD in 1991. Between 1990 and 1992, he was
a member of the Advisory Board of the Prime
Minister in the Government Office of the Slovak

Republic. Since 1993, he has been holding

lvan Golian

managerial posts in various multinational com-
panies. Since 1997, he has been working at
Orange Slovensko, a.s., in which he assumed
the post of Commercial Director. Since 1999,
he has been CEO of Orange Slovensko, a.s.,

while also acting as a Board Member.

director of information technology & network, deputy director general

lvan Golian was born in 1964. He graduated
from the Slovak University of Technology in
Bratislava. He defended his PhD at the Depart-
ment of Applied Informatics and Automation

of the Faculty of Materials Science and Tech-
nology of the Slovak University of Technology.
Starting in 1993, he worked at the Department
of Electronics and Automation KIHO in Gent,
Belgium; two years later, he started working

at Digital Equipment Corporation as a project
manager for the banking and telecommunica-

tions sectors. In 1997, he joined Orange
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Slovensko, a.s., in which he was working

for more than eight years as one of the top
managers, Chief Information Officer, and Chief
Operation Officer; in 2005, he became Deputy
Director General. Since 2006, he has been as
a VUB bank Board Member, while also acting
as the Chief Information Officer and Chief
Operation Officer. Since January 2009, he has
been the Director of Information Technology

& Network at Orange Slovensko, a.s., while
also acting as Deputy Director General and a
Board Member.

Andrea Danielova

director of human resources

Andrea Danielova was born in 1967. She
graduated from the University of EConomics

in Bratislava. She has been working in human
resources management since 1991. Starting in

1996, she held the post of Deputy Director of

Antoine Guilbaud

chief financial officer

Antoine Guilbaud was born in 1972. He
obtained his bachelor‘s degree at Mention
Tres Bien, and later he graduated from the
Institute of Political Sciences in Paris, earning
his master's degree. Between 1998 and 2000,
he worked for France Telecom as the Head

of Financial Department; later, he worked at

Human Resources in Globtel GSM, later Globtel,
a.s. and Orange Slovensko, a.s. Since 2003,
she has been the Director of Human Resources

at Orange Slovensko, a.s.

Orange in Paris, in which he was responsible
for controlling and costs modelling. Since
2006, he has worked as a Manager of Busi-
ness Controlling for Mobistar in Brussels. Two
years later, he was promoted to the Director
of Controlling. Since 2012, he has been Chief

Financial Officer in Orange Slovensko, a.s.

13
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1. the company Orange Slovensko

Viadislav Kupka

director of customer service

Vladislav Kupka was born in 1974. He gradua-
ted from the Faculty of Philosophy of the Uni-
versity of St. Cyril and Methodius in Trnava. In
1994, he began working in sales; since 1996,
he has been working at Orange Slovensko,
a.s. At first, as an employee of the customer

service department; a year later, he held the

Milos Lalka

director of communications and brand

Milo$ Lalka was born in 1975. In 1998, he
graduated from the Faculty of Management
of Comenius University. He has been working
at Orange Slovensko, a.s. since 2003, when

assuming the post of Advertising Manager.

14

post of a coach in the Back Office and after
that he worked as a deputy manager for three
years. Between 2001 and 2006, he worked as
a Back Office Manager and later as a Manager
of the B2C Department; since July 2008, he
has been the Director of Customer Service of

Orange Slovensko, a.s.

In 2012, he became Deputy Director of
Communications and Brand and, since 2013,
he has been the Director of Communications

and Brand at Orange.

lvan Martak

director of strategy and regulatory affairs

lvan Martak was born in 1964. He graduated in
journalism from the Faculty of Philosophy of the
Comenius University in Bratislava. He acquired

technical knowledge in telecommunications at

the Slovak University of Technology in Bratislava.

He started working at the International Telecom-

munication Union in 1992 and at the Canadian

Zuzana Nemeckova

commercial director

Zuzana Nemeckova was born in 1970. She
graduated from the Faculty of Commerce at
the University of Economics in Bratislava. In
1993, she started working as an Assistant

Director and later as a Marketing Manager at

Institute of Telecommunications Management

in Montreal in 1995. From 1993, he held various
managerial posts at Slovenskeé telekomunikacie,
S.p. and from 2001 he has been the Director

of Strategy and Regulatory Affairs at Orange

Slovensko, a.s.

Tchibo Slovensko, s.r.o. In 1996, she became
the Head of Sales, Marketing, and Commu-
nications at Rajo, a.s. Starting in 2001, she
has been the Commercial Director at Orange

Slovensko, a.s.

15
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Ing. Pavol LancariC, PhD.

CEO and board member Orange Slovensko, a.s.
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2. CEO's speech

Dear ladies and gentlemen,

We were pleased by last year, mainly thanks

to the favour of our customers. We still want to
be for them the best choice and the partner on
whom they can rely at all times. And, therefore,
we were not dissuaded by the difficult econo-
mic environment — for a long time affected by a
decrease in customers’ spending due to price
competition and the stagnation of the telecom-
munications sector — from providing our custo-
mers with services and innovative solutions, by
which we returned their confidence they have
had in us. Our main aim is to offer them high-
-quality and bargain services that make their
communication more comfortable and more
favourable, and provide them with service with
which they will be satisfied. We are honoured
that our customers have been more and

more manifesting their satisfaction with us. By

The financial results of the past
year confirmed that Orange
is a financially sound
and efficient company.

choosing Orange services in 2013, more than
895,000 Slovaks again had confidence in

us, whether we are talking about customers
who left the competition and became Orange
customers or who decided to renew their
contract with Orange. By the end of the year,
the total number of active customers of mobile
services reached 2.79 million. Another nearly
161,000 customers used the services of the fi-
xed Internet and digital television, which is 96%

more than in the same period a year ago.

The financial results of the past year confirmed
that Orange is a financially sound and efficient
company. The total financial results of Orange
Slovensko, a.s. were in line with expectations,
reflecting the development of the economy, as
well as the situation on the Slovak and Europe-
an telecommunications markets and the sustai-
ned effort by Orange to provide its customers
with valuable services. Despite the continued
decrease in revenues by 8% to EUR 622 mil-
lion, due to cost savings and other measures
increasing the efficiency, we achieved the profit

19
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We were pleased by last year, mainly thanks

to the favour of our customers. We still want to
be for them the best choice and the partner on
whom they can rely at all times. And, therefore,
we were not dissuaded by the difficult eco-
nomic environment — for a long time affected
by a decrease in customers’ spending due to
price competition and the stagnation of the
telecommunications sector — from providing
our customers with services and innovative so-
lutions, by which we returned their confidence
they have had in us. Our main aim is to offer
them high-quality and bargain services that
make their communication more comfortable
and more favourable, and provide them with
service with which they will be satisfied. We are
honoured that our customers have been more
and more manifesting their satisfaction with us.
By choosing Orange services in 2013, more
than 895,000 Slovaks again had confidence

in us, whether we are talking about customers
who left the competition and became Orange
customers or who decided to renew their
contract with Orange. By the end of the year,
the total number of active customers of mobile
services reached 2.79 million. Another nearly

161,000 customers used the services of the fi-
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xed Internet and digital television, which is 96%

more than in the same period a year ago.

The financial results of the past year confirmed
that Orange is a financially sound and efficient
company. The total financial results of Orange
Slovensko, a.s. were in line with expectations,
reflecting the development of the economy, as
well as the situation on the Slovak and Europe-
an telecommunications markets and the sustai-
ned effort by Orange to provide its customers
with valuable services. Despite the continued
decrease in revenues by 8% to EUR 622 mil-
lion, due to cost savings and other measures
increasing the efficiency, we achieved the profit
rate of 41.3% in case of the profit before tax,
depreciation, and amortization in the amount of
EUR 249 million.

When speaking about mobile service revenues,
revenues from mobile non-voice services were
the fastest growing item. They accounted for
almost 28% of the total revenues from mobile
services and reached the amount of EUR

145 million. Revenues from fixed services are
becoming an increasingly more significant item,

which accounts for almost 3% of total revenues

2. CEO's speech

and increased year-on-year by 27%.

The continued long-term focus of Orange

not only on the price but also on the value of
services provided to the customers was the
most important factor influencing the results of
mobile services. The key success factor was
that our offer of mobile voice and data services
reflected the different expectations and com-

munication needs of particular customer seg-

21

ments. In the second quarter, Orange made

its segment offers even more favourable and
improved by introducing Ideal packages, which
besides the all-inclusive services deliver much
better value and complementary services

at no additional costs. Apart from that, Ideal
packages increased our customers' interest

in superior packages, such as Panther and
Panther Pro, which were chosen by one third

of the customers.

Ing. Pavol Lancari¢, PhD
CEO and board member

Orange Slovensko, a.s.
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changes on the market motivates us to
come with a new model of service providing

The telecommunications market in Slo-
vakia has been regularly declining since
2008. It has been facing the pressure of
several underlying factors for a long time,
particularly price competition, which has
been reducing the revenues of the entire

telecommunications sector.

The global economic situation has still been
reflected in the careful consumption of the
population and conservative investments of bu-
siness clients in telecommunications services.

On the other hand, it is regulatory pressure

24

which requires some additional costs to secure
the obligations of operators arising from market
regulation. Even in 2013, the combination of all
these factors resulted in a continuing decline

in a telecommunications market value, the
revenues of which compared to those in 2012
decreased year-on-year by almost 6% and
reached the amount of EUR 1.851 billion.

The decline in the market value was recorded
despite an increase in the number of custo-
mers of telecommunications operators in this
market. This number increased year-on-year

by 2,3% to 8,279 million of customers.

3. telecommunications market in Slovakia in 2013

development of a telecommunications market value in Slovakia according to the operators

in milions of euro

Comment on the above mentioned chart: The key factors, such as regulation, global economic crisis, and price competition have been

reducing the revenues of the telecommunications sector.

Source: data published by operators.

25
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development of a telecommunications market value in Slovakia according to services

in milions of euro
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3. telecommunications market in Slovakia in 2013

The fixed-line segment is the only segment

in which we have found a decrease in the

number of users. The main reason is the sub-

stitution of fixed lines for mobile voice services

and voice over IP. On the other hand, the

number of customers using a fixed Internet
connection has been increasing. This number
increased year-on-year by nearly 3%, which
means that the highest number of customers

came into this segment.
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The telecommunications market still predominantly includes mobile communication services, which accounted for almost two thirds of the

total revenues of the telecommunications market.

Source: data published by operators.

The majority (approx. 59%) of the revenues of
the telecommunications market are generated
by mobile communication services. In absolute
terms, their value generated last year accounts
for 1.085 billion euro. This dominant segment
has also been showing for a long time a
decrease in mobile voice and data. The last
year's decrease reached more than 7%. The
decrease was caused by a decrease in overall

voice traffic and by a drop in the average price.
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The number of customers of mobile
services slightly increased year-on-year
thanks to an increase in the number of
customers of mobile data services. The total
number of customers of mobile services
accounted for 5.999 million users. Slovaks
have traditionally preferred invoiced services
for a long time. The share of customers with
packages in the total number of customers
reached 70%.

development of the number of customers on the telecommunications market in thousands of euro
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The most dynamic increase in the number of customers is in the data services of mobile and fixed networks.

Source: data published by operators.
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we see the future In combining services

The year 2013 was another year of
innovations for us that connect, entertain,
facilitate work, and bring family closer

together.

Orange is a stable partner for almost half of

all Slovaks, which motivates us to continue in
providing new and effective services. The most
important phenomenon of last year on the
Slovak market was the so-called convergent
services that mean mobile and fixed services in
a single package making customers' life easier
and saving money for households. Orange, as
the first operator ever, offered its customers
the benefits of combining mobile and fixed
services into one package for all household
members and to achieve savings thanks to
that. Moreover, it makes customers® life easier
because they are in contact with just one hotli-
ne when using all Orange services and receive
an invoice for services in one envelope.

In 2013, 895,000 customers in total trusted our

company by signing or renewing their Internet

30

or television service agreement to be charged
at a monthly fee. By the end of the year, 2.79

million customers were using Orange mobile

@
Orange, as the first operator
ever, offered its customers the
benefits of combining mobile
and fixed services into one
package for all household

members and to achieve
savings thanks to that.

services, and the largest increase was found in
the interest in the mobile Internet and the Inter-
net on a mobile phone from Orange. Another
more than 160,000 customers were using the
fixed Internet and digital television provided

by Orange and their number almost doubled
year-on-year. We are very pleased that Orange
is considered by our customers synonymo-
usly with quality, reliability, and care not only in
providing mobile services, but also in providing

fixed Internet and television.

4. Orange Slovensko on the telecommunications market in 2013

development of the number of customers of Orange Slovensko, a.s.

2,935,335 2,940,482 2,933,919

2,852,061

81,858

2011 2012

2,951,594
2,790,758
customers using

mobile services

[ customers using
fixed services

B total

160,836
2013

Last year, Orange found the greatest interest in mobile data services, with regard to which the number of customers almost reached
a million, as well as the greatest interest in the Internet and television that were used by nearly twice as many customers as a year ago.

Source: data publishing by operations.

operator for a family

Orange, as the first and only operator, started
offering its customers the benefits of combining
fixed and mobile services into bargain packages
last year. In addition to a voice package, only
Orange customers can also be provided with
the Internet and television for a household under
favourable conditions. We have provided our
customers with this convergent offer under the
name “Orange for a family” (in Slovak: “Orange
pre rodinu”). Within this offer, a customer can

immediately get several benefits, all at once,

namely a 20% discount on the monthly fee for
the Internet and television for a household, 20%
discount on a new package called “Ideal pac-
kage” (in Slovak: “ldedlny pausal”) for someone
from family members for up to 24 months and
the free Internet for a family that can be shared
by all family members. Three months after
launching this offer, it was used by nearly 30,000
customers and the number of the customers with
packages who benefit from the convergent offer
continues to grow; it was almost 9% by the end
of the year. Moreover, 58% of all sold services for

a household were sold within convergent offers.

31
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Orange knows its customers

At the beginning of the summer 2013, it in-
troduced a new offer of “Ideal packages” to

the customers who want to have no limits in
communication. We prepared the offer in close
cooperation with our customers. We tried to take
into account not only their ideas and suggestions
for improvement being addressed to us, but also
their lifestyle and the way in which communica-
tion services are used by them. The focus on a
value being obtained by our customer thanks to
the ldeal package is considered as an important
aspect of the offer to us. In addition to voice and
data communications, Ideal packages of Orange
provide many extra benefits, by which Orange
supports its customers anywhere and anytime.
Mobile packages of Orange ensure its customers
the freedom of communication thanks to endless
calls and data. Overall, our customers spent

7% more minutes than the previous year.

32

Each “Ideal package” contains some form of
infinity, thanks to which the customers need not
be limited in what they like. During 7 months
after the new offer of Ideal packages was
introduced, more than 80% of the customers of
Orange mobile services decided to use them
and currently the Ideal packages are used by
one fifth of all Orange customers. More than
one third of Orange customers decided to use
the Ideal package “Owl” (in Slovak: “Sova”) or
“Panther” (in Slovak: “Panter”) and almost 22%
of them chose the Ideal Package “Kangaroo”
(in Slovak: “Kengura”). Apart from the fact that
the proportion of the structure of customers
choosing packages with a higher value was
increased, up to 97% of the customers using
Ideal Packages choose and prefer the package
with a commitment when considering to be or

not to be bound by a contract.

4. Orange Slovensko on the telecommunications market in 2013

structure of Ideal packages customers

32 % 38 %

21 % 8 %

l Owl
[ Dolphin
B Kangaroo

Panther

Most customers choose Owl and Panther Ideal packages from the Orange offer.

We have introduced a new package “Smart Cho-
ice” (in Slovak: “Sikovna volba”) and its prepaid
version “Smart Prima” (in Slovak: “Sikovna Prima’”)
in order to address those customers who want

to thoroughly keep track of their telecommunica-
tions expenses and do not want to be bound by a

contract, but wish to pay only for calls they really

make. By using “Smart Choice”, the customer
pays only for calls being really made; and besides,
the more minutes he/she spends for calling, the
less he/she pays for the calls made. It is a service
without any commitment, other conditions, and
even without any invoice, if a customer chooses

its prepaid version.

structure of the customers of invoiced mobile voice services

18,8 %
45,6 %

New Ideal tariffs built the base of 20 % customers in a half year.

32,1 %

B deal packages

3,5 %

[ Smart choice
Bl WOW package

other services
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4. Orange Slovensko on the telecommunications market in 2013

mobile data services
are growing

Even last year's data traffic statistics indicate
Slovaks' voracious appetite for mobile data. Last
year, the mobile data traffic of Orange customers
showed a year-on-year increase by a further 7%
and the revenues from mobile data services are

generally for several years the fastest growing

item in the structure of Orange revenues as their
share of the total revenues reached 14.2%. The
number of customers using mobile data services
from Orange has been regularly increasing and at
the end of the year, it reached nearly one million.
In 2013, we found out an increase in all groups of
mobile data services — the Internet on a mobile
phone, as well as the mobile Internet for PCs,

laptops, and tablets.

development of the number of customers of mobile data services
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More and more customers are interested in using mobile data services in Orange, the largest and fastest mobile network.
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development of data traffic in the mobile network

5,692,232,594 MB

3,856,209,199 MB

2011

In recent years, we have detected a mobile data explosion.

6,464,621,255 MB

6,891,903,826 MB

\
_——

I

2012 2013

The boom in smartphones and tablets is also
one of the reasons for the dramatic increase in
mobile data traffic. Last year, smartphones acco-
unted for a 75% share of all phones purchased
by customers in Orange sales network. Tablets
constitute a special group of mobile devices in
the Orange mobile data network. We rightly call
the year 2013 “The Year of Tablets”. More than
50,000 customers bought tablets in Orange last
year, which is the most from all operators. Presti-
gio MultiTab 2 became the most popular tablet of

Orange customers, as it accounted for more than
half of all tablets sold. Our aim is to enable all the
customers to benefit from the fast mobile Internet.
And, therefore, we offered to our customers seve-
ral models of tablets, as well as twin tablets and
smartphones for one euro. In order to make the
use of data services on multiple devices easier for
our customers, we started offering the service of
data sharing, which allow them to use their data

packages more efficiently and more fully.
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development of the number of customers using the mobile Internet and the Internet

on a mobile phone
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More and more Orange customers want to be connected to the Internet from a tablet or smartphone.

Orange cares about the quality of services and
similarly about their availability. In 2013, Orange
also continued investing and expanding the
coverage of its 3G network. It put the transmitters
supporting UMTS 900 technology into operation,
which made 3G Internet available through the

transmitters that served until recently only for

36

GSM communication. The fast mobile Internet
thus became available also in places where it had
not been previously possible and more than 85%
of the population of Slovakia can, therefore, be-
nefit from the fastest 3G network and more than
55% of them can use the maximum theoretical
downlink speeds of 42 Mbit/s.

4. Orange Slovensko on the telecommunications market in 2013

fixed network services are still in
demand

The fixed services form an increasingly important
part of Orange revenues. They were year-on-year
increased by 27% and their share of the total
Orange revenues was increased to 3% last year.
Orange provides its fixed services through the
most advanced optical network based on the
FTTH (Fiber To The Home) technology, which

is available to 323,000 Slovak households in

17 towns in Slovakia, as well as through leased
DSL lines throughout Slovakia. The total number
of the customers using the fixed Internet and digital
television was year-on-year increased by 96%
and thus exceeded the number of 160,000. DSL
Home Internet (in Slovak: “Internet na doma DSL)
and TV Extra (within TV Extra mainly Mobile TV,

in Slovak: Mobilna TV) contributed to the greatest
increase in the share of fixed services in the total

Orange output.

development of the number of customers using fixed Internet

2010 2011

Most customers use DSL home Internet from Orange.
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76,314
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development of the number of customers using digital television
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TV extra, with regard to which Orange recorded more than 55,000 customers, contributed to the greatest extent to an increase in the

number of Orange digital television customers.

our customers know
Nno boundaries

Orange is a multinational group of operators and,
therefore, our customers need not be limited in
mobile communications even beyond bounda-
ries. Our goal is to provide our customers with
simple and, at the same time, effective services
within roaming. Orange, as the first operator on
the Slovak market, started offering packages last
year that enable communication within roaming
as well as in Slovakia, all included in the monthly

fee, either calls or mobile data services are con-
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cerned. My Europe (in Slovak: “Moja Eurépa”)
and its extended version My World (in Slovak:
“M0oj Svet”) have been the most popular roaming
packages for a long period. By using them, our
customers can make calls in all EU countries and
transmit data only for 12 cents per minute and

in the world only for 50 cents per minute or me-
gabyte. Except for making calls and transmitting
data, our customers are given another added
value, namely travel insurance abroad, which

is a part of the service and means for travellers
not only interesting financial savings, but also an
increase in comfort and safety.

4. Orange Slovensko on the telecommunications market in 2013

The appetite of our customers for mobile
communications without boundaries has been
growing thanks to innovative and bargain servi-
ces. Last year, more than one million customers
were actively using voice or data roaming from

Orange, and the number of customers using

e >

Last year, Orange, as the first
operator on the Slovak market,
Started offering packages that
enable communication within
roaming as in Slovakia that is
included in the monthly fee.

@

data roaming was year-on-year increased by

50%. Roaming voice traffic of Orange custo-
mers was increased over the last two years

by more than 50%; and last year the roaming
data traffic generated by Orange customers
was increased by more than 400%. This sharp
increase in roaming data traffic is the result of
innovative offers within roaming data services
by use of which Orange customers can surf ab-
road from 9 cents/MB. Moreover, the monthly
fee for roaming data services also includes
travel insurance abroad, which is similar to roa-

ming voice services.

Orange understands business

The pressure to optimise the costs of compa-
nies is a challenge for operators in the fight for
customers, which can be more and more often
found in the major international tenders. Orange
understands these trends and in addition to bar-
gain services, we put an emphasis on innovative
solutions that take customer expectations into
account. We appreciate that our business clients
have remained loyal to Orange, which led to the
stable position of our company in this market
segment having by far the highest expectations
of operators. This loyalty is an appreciation of our
efforts to provide services with high added value.

We also offered our business clients a wide
range of telecommunications services without
limitations through new packages called
“Panther Pro” (in Slovak: “Panter Pro”). These
packages enabled them endless communi-
cation not only in Slovakia, but also in Europe
or in the world, all included in the monthly fee,
or roaming calls and data in Europe or in the
world at the same prices as in Slovakia. For
paying the monthly fee, entrepreneurs and
companies are given even greater comfort and

absolute freedom in communication. The number
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of activations of Orange business packages
compared to their number in the previous year

was increased by almost one third.

Orange can now meet the communication ne-
eds of companies to the fullest extent. Orange
virtual exchange enabled small and large busi-
ness clients to review their telecommunications

solutions for fixed telephone lines. This service

G D)

The number of activations of
Orange business packages
compared to their number in the
previous year was increased by
almost one third.

@ ©

provided by Orange enables you to combine
and interconnect fixed and mobile telephone
lines of a company, ensure significant cost
savings compared to a common physical ex-
change, and easy extensibility and adapting to
actual customer needs virtually any time at no
greater costs. This solution was finally reflected
in favour of Orange in a 4% year-on-year incre-

ase in the share in using fixed lines.
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We enriched our portfolio of services for the
business segment with innovation last year —
Orange vehicle tracking. It enables customers
to favourably use the benefits and quality of our
first-class mobile network with cutting-edge
coverage, and thus provide a practical service
with a wide range of possibilities and high-
-tech parameters. Thanks to this service, our
business clients keep good track of their fleet
virtually any time, concerning localisation, as

well as costs.

Orange Slovensko, a.s. is the main provider

of mobile services for 62% of all companies in
Slovakia. We are pleased that business clients
also trust in our services, and they do not only
appreciate the quality of Orange data and
voice networks, they are also satisfied with our
offer of mobile phones and devices for con-

ducting their business.

4. Orange Slovensko on the telecommunications market in 2013
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we are here for our customers

Orange is a tireless companion for its
customers not only when they need to
communicate reliably, but it is also a re-

liable partner when they need support.

Orange’s sincere effort to simplify and improve
communication is appreciated not only by custo-
mers but also by professionals. In 2013, Orange,
as the only telecommunications operator, was
awarded the “Hermes communicator of the Year”
(in Slovak: “Hermes komunikator roka”) in this
field. The expert jury awarded the prize to Orange
on the basis of quantitative and qualitative rese-
arch in cooperation with selected Slovak universi-
ties and in communication with selected Orange
customers. The jury appreciated the wide range
of communication possibilities that are available
to Orange customers to manage their services
and be supported.

Last year, nearly 1.4 million customers were
provided with information and assistance via
our Hotline 905, which is operated for them

24 hours a day, 7 days a week. The staff of our
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hotlines is ready to answer not only questions
relating to billing and services, but also to
advise them in case of technical issues and
problems. In that event, we follow standards
which are aimed at solving every problem in
the shortest possible time. The second key
objective of our customer service is the ability
to solve more complex technical problems via
a single phone call. Therefore, our customers
have the service “Link Expert 14905 (in Slo-
vak: “Expert linky 14905”) available. In the last
year, our qualified experts provided via this
hotline assistance and technical advice on how
to remove technical problems or set up devices
for more than 88,000 Orange customers and

other operators.

We also put our customer support on the fa-
vourite social network Facebook last year. The
new section “Orange advisor” is available to our

customers during workdays and weekends.

In order to enable our customers to always

keep a good track of their expenses, and to

5. customer care

easily and comfortably get into the customer
area or check how many minutes they spent,
they can use the user-friendly application
“Orange Go” for the second year. More than
250,000 customers downloaded the appli-
cation onto their mobile devices last year; by

using Orange Go, they can keep a good track

G

The staff of our hotlines
Is ready to answer not only
questions relating to billing
and services, but also to
aavise them in case of technical
issues and problems.

G ©/

of their actual spending at any time, but they

can also manage their services by them-
selves without having to call the hotline or

visiting any of our stores.

a good relationship depends
on details

We know that a good relationship does not

depend on big things only, but the essence

lies in details. That is why we try to accom-
modate our customers and facilitate the use
of our services even by small improvements.
We inform our customers of the fact that the
fee they paid for telecommunications services
was reliably credited to Orange's account.
Our customer can thus re-verify what amount
he/she remitted, and can be sure that we
record his/her payment and that his/her
liabilities are settled. We also inform them of
any planned and unexpected restrictions in
the availability of services. They can obtain
the information reliably, quickly and first-hand
via these major social networks, as well as by

each calling the hotline.

Our customers are using increasingly more
various services from voice packages, throu-
gh data services, television, and access to
music up to many others. At the same time,
the amount of information contained in an
invoice has been gradually increasing. As we
want to make our invoices clear and easy,

in the first half of 2013, we started issuing
our customers with invoices containing new,
clearer information, which they could easily

understand.
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there is always someone on
whom our customers can rely

We offer our customers more than just the usu-
al care. The system of Orange customers care
includes the Office of the Telecommunications
Ombudsman — an independent defender of
consumer rights applied to Orange customers.
It is available to all Orange customers, who can
send a complaint to be settled by the Office

if they are not satisfied with the outcome of a
complaints procedure for any reason. In 2013,
the Telecommunications Ombudsman received
870 complaints in total. Overall, the Ombuds-
man deemed 30 of them reasonable. However,
the other 203 complaints were handled by
Orange in favour of the customers, despite the
fact that Orange made no mistake when pro-
viding services. In most cases, it took social,

health, or other specific reasons into account.

we care about the future
generation

The rapid development of mobile technolo-

gies and the Internet brings new risks that
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threaten the young generation in particular.
The latest survey of Orange regarding primary
and secondary schools pupils, parents, and

teachers confirmed that children and young

Publicizing of the results
of Orange surveys helped initiate
a public debate, enhance
understanding of this issue
and increase the interest of
parents and teachers in it.

G

people are threatened mainly by Internet de-

pendence, access to inappropriate content,
anonymity, and related risks or by cyberbully-
ing. Orange has been systematically working
for eight years to help those people who have
the greatest influence — parents and educa-
tors — become familiar with the new world of
modern technologies and at the same time
to increase the awareness of new risks to the
most vulnerable groups — primary school pu-
pils. Publicizing of the results of Orange sur-
veys helped initiate a public debate, enhance
understanding of this issue and increase the

interest of parents and teachers in it.

5. customer care

By supporting new educational materials for te-
achers and parents, in 2013 we also continued
implementing the programme of vocational
training for children and teachers. Professional
trainers met with 130 teachers and more than
5,800 children throughout Slovakia last year.

We explained the issue to children under the age
of 12, by entertaining them in Orange Camps in
cooperation with a famous face — popular dan-

cer Laci Strike. In February, we launched an in-

teractive traveling exhibition “Internetove-deti” (in
English: “The Internet Kids”), which was visited in
total by more than 9,600 adults and children and
by 72 grades in Bratislava, KoSice, and PieStany.
The exhibition interactively clarified the risks of
modern communication via mobile phones or
the Internet in practice. We also launched a new
thematic website www.e-deti.sk which seeks

to clarify the risks of electronic communications

to children in an appropriate, interesting, and

understandable way.
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our services are based on cutting-edge
networks and technologies

The Orange strategic aim is not only to
ensure the continuous availability of all our
services at the highest quality, but also to be
a leader in the implementation of the latest
technologies and enable our customers to

benefit from technological progress.

The total network investments of almost EUR
50 million, which we made in 2013, were, therefore,

put into technological renewal, as well as into

transformation and development projects that
extend the capabilities of electronic communica-
tions for our customers and they further improve

users‘ comfort.

Orange has traditionally been a leader in the qua-

lity, supply, and availability of mobile data services.
We operate the most extensive mobile broadband
network, which is already available to more than

85% of the Slovak population. Last year, we

structure of investments in the network in 2013 in milions of euro

18 47

15

in total: 40

B investments in mobile data
(HSPA+, backhauling)

investments in mobile voice
(coverage, forced reallocations)

B transformation and increase
in efficiency (2G Swap)

[ others (FTTH, special new projects
for business clients)

Almost half of network investments were made in improving and upgrading mobile data networks.
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6. networks and information technologies

managed to increase the maximum theoretical
downlink speeds in 3G network up to 42.2 Mbit/s
(data upload: 5.8 Mbit/s) for 60% of Slovaks,
and the network is available in the whole territory
covered by 3G signal with technical downlink
speeds of up to 21.1 Mbit/s. Acceleration and
increase in the network capacity at download
speeds up to 42 Mbit/s have been implemented
in 1,136 base stations in total from all 1,570

3G base stations operated by the end of 2013.
We will also continue in this upward trend of

accelerating and increasing the network capacity

Our customers* satisfaction
with voice and data services
has been continuously
increasing.

Gl

during the year 2014 in order to offer as many

customers as possible maximum comfort when
using our mobile services. Moreover, Orange put
90 transmitters supporting UMTS 900 technolo-
gy into operation within its network in Slovakia,
which also made 3G Internet available by means
of the transmitters that served up to the present

only for GSM communication. The fast mobile

Internet is thus also available in places where it
was not previously possible.

The quality of our network is reflected in the satis-
faction of our customers. Their satisfaction index
has been continuously increasing in voice and
data services in the last three years. It is beyond
any doubt that their satisfaction is also the result
of the fact that in 2013, we historically recorded
the lowest values of the network unavailability. We
have been detecting a long-term positive trend

in the development of calls drop in 2G, as well

as in 3G network, as we have been achieving in
this issue the best results within the whole France
Telecom Group. We managed to reduce the

total number of customer complaints to the level
recorded in 2010 due to a continuous focus on

improving the quality of our services.

During the year 2013, Orange significantly in-
vested in improving its websites, for instance by
implementing their responsive design, but also by
several internal improvements of the e-shop and

customer area on the Internet.
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we want to have satisfied employees

In 2013, 1,240 employees, on average, wor-
ked at Orange Slovensko, a.s. The employ-
ees in a ratio of approx. 70% men to 30%
women work in the branches of the compa-
ny in Bratislava (62%) and Banska Bystrica
(31%), as well as in KoSice and Ivanka pri

Dunaji (3%), Nitra and Prievidza.

Last year, human resources management and
activities for developing human capital were
favourably influenced by several changes and
enhancements but also by Orange activities

awarded by prestigious prizes in these fields.

)

Our goal is to have satisfied
employees who have space
for realising their working
visions and for their personal

@ development

A massive expansion of e-learning, mediation
of real work experience of first-line employees
or new activities for further improvement of
the work-life balance ranked among the hot

issues of 2013 in Orange.
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work—life balance

One of the priorities of the strategy of human
resources management in our company is to
ensure an appropriate balance between the
work and personal lives of the people working
at Orange. In order to support this strategic
priority, Orange has been offering its employees
for a long time many policies and benefits that
allow them to spend more time with their loved
ones, recharge their batteries and balance

the time and energy spent in the workplace
with hobbies in their spare time. The standard
benefits at Orange include reconditioning stays,
extended leave entitlement, compensation for
lost earnings during sick leave, contribution

to supplementary pension insurance, or extra
health checks. In 2013, we added a new signi-
ficant feature of the organisation of working
time — flexible working hours to the range of
our benefits in order to improve the work-life ba-
lance of our employees. By introducing flexible
working hours, Orange allowed their employees
to more effectively manage and allocate their

working time and thus create more space and

7. human capital management in Orange

time for doing activities with their loved ones, for
their rest and recovery. Orange's aim is to create
better conditions for their employees to enable
them to bring their job duties more in line with
their personal needs. The appreciable benefits
of flexible working hours also include easier
traveling for work by avoiding the worst rush
hours and facilitation to cope with rush jobs by

distributing the working time.

Other selected benefits provided to Orange

employees:

B contributions to summer camps for children;

H season tickets for massages;

H discounted tickets for cultural events;

B universal vouchers for sporting activities,
culture, education;

B more favourable conditions and discounts
for Orange employees in partner companies.

human capital development

Our goal is to have satisfied employees who
have space for realising their working visions
and for their personal development. We create
new opportunities to enable our employees to
constantly have the opportunity to develop the-

ir professional skills and thus fulfil their personal
ambitions and professional skills in line with the
strategic needs of Orange. In order to enable
our employees to constantly have the oppor-
tunity to become better in carrying out their
job duties and to move with the times, Orange
organises various trainings and workshops for
them that contribute to expanding and deve-
loping their knowledge and skills. In 2013, we
increased again the investments in employee
development amounting to EUR 1,009,000
and on average, each Orange employee spent
almost 6 days at various staff trainings suppor-

ted by Orange.

In addition to new areas of staff training,
Orange wants to make its employees' access
to these opportunities easier. In 2013, we,
therefore, started implementing e-learning

for professional skills or language learning in
selected areas. Orange employees even com-
pleted trainings on health and safety at work by

e-learning.

As demands on our first-line employees have
been constantly rising, we prepared for them
last year new standards of sales and customer

communications that reflect the latest trends in
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7. human capital management in Orange

communication skills, as well as experien-

ce and feedback from our customers. The
standard trainings had a multimedia form,
namely videos and quizzes were added to a
text form. The most successful sellers are the
participants of the trainings; based on their
own long-term experience, they know the best
way to explain and simulate situations and talks
when being in contact with a customer in prac-
tice and thus pass their practical experience to

other colleagues.

The telecommunications business is the sector
of permanent changes. The development of
skills in change management has, therefore,
become a priority of training programmes ai-
med at developing managerial skills of our ma-
nagers. Even 96% of Orange managers com-
pleted such training last year. The programme
“Orange is closer” (in Slovak: “Orange blizsie”)
is another initiative to develop managerial skills.
By completing it all, managers and directors
gained real personal experience with customer
care and sales in the so-called frontline. After
that, based on the positive feedback, we also
decided to introduce this programme to other

colleagues who have a possibility to spend a
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In addition to new areas of staff

training, Orange wants to make

its employees’ access to these
opportunities easier.

working day throughout the year in a store or
customer support departments and thus gain
experience on the expectations and needs of

our customers directly from the practice.

awards for efficiency
and employee care

In 2013, Orange Slovensko, a.s. was awarded
the title Top Employer Europe. This title is
annually awarded by the CRF Institute based

in the Netherlands, which focuses on interna-
tional research in the fields of human resource
management and working conditions. The
independent award highlighted the level of wor-
king conditions and care provided by Orange
to its employees. In 2013, in addition to Orange
Slovensko, a.s., Orange was awarded this title
in Belgium, France, Poland, Romania, Spain,

and in the UK. The awarded companies have

to meet high standards in human resource ma-
nagement and respect, as well as support their
employees in their personal and professional

development.

Orange was also awarded for human capi-

tal management efficiency. In 2013, it was
awarded the titte Company with The Most
Effective Human Capital Management in the

sector of information and communication tech-

nologies. The award of the consulting company
PwC in collaboration with Zdruzenie pre
riadenie a rozvoj ludskych zdrojov (in English:
“Slovak Association for Human Resources Ma-
nagement and Development”) is intended for
companies that manage their human capital in
the most effective way and identify best practi-

ces in human resources on the market.
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Nadacia Orange has already been

nelping for 15 years

2013 was not only a year of new challenges
for us, but also a symbolic year - in particular
thanks to our corporate foundation “Nadacia
Orange”. More specifically, it already started
the 15th year of its operation in the second
half of March 2013.

Its main idea has been to help and spread an
optimistic view of the world since the beginning
of its running. In 2013 we, therefore, declared
22 March — as the date of incorporation of Na-
dacia Orange (formerly named Konto Globtel/
Konto Orange) — the Day of Optimism. Sym-
bolically, the aim of the Day of Optimism is to
motivate individuals to be active in their area. It
is enough to lend a hand. We also launched a
fully new grant program “Grantovy program pre
optimistov” (in English: “Grant Programme for

Optimists”), which provides financial support
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to micro-projects and is of benefit to the entire
community. It even broke records in the num-
ber of sent applications during the first year of
its running. 476 applications met the program-
me criteria. Financial support for implementa-
tion was given to 87 useful optimistic ideas that
were supported by us with the total amount of
EUR 15,000.

In the last year, Nadéacia Orange implemented
8 grant programmes in total and it continued
supporting the work and activities of its long-
-term partners — the citizens associations
Navrat and Autistické centrum Andreas; it
supported many good ideas of active people,
but it also helped people in need. In 2013, by
carrying out its activities, Nadacia Orange real-

located with over 900,000 euro.

8. social responsibility

Beallocatior/l,.ef funds by Nad'é"cia‘Orange in 2013

2,128 received applications within the grant programmes

690 supported projects within the grant programmes EUR 438,500
support of the long-term partnerships (Autistické centrum EUR 33.000
Andreas, citizens association Navrat) '
63 supported ideas within the programme “Specidine prileZitosti” EUR 334140
(in English: “Special Opportunities”) ’
177 applications supported through “Fond pre socialne slabych EUR 51111

a chorych” (in English: “Fund for the Underprivileged and Sick”)
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The grant programme “Darujte Vianoce” (in
English: “Give Christmas”) is from the Nadacia
Orange programmes the most popular one.
This programme enables anyone to make
Christmas holidays more pleasant to people
coping with a cruel hand of fate. This year, Na-

dacia Orange received the most applications

so far — 495 applications for making Christmas

holidays more pleasant to someone else.
Nadacia Orange thus allocated EUR 65,000

in total.
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Nadacia Orange Award for 2012

NGOs were awarded for an outstanding contri-
bution by Nadacia Orange for the fourth time.
The Nadacia Orange Award went to nine NGOs
for education, community development, and
social inclusion. Thus, Nadacia Orange awards
entities in the areas to which it gives the priority
in carrying out its activities. 79 organisations
were competing for the Nadacia Orange Award
for 2012; the independent selection committee
chose three award-winning organisations in
three categories. They expressed not only moral
appreciation for their work, but were also awar-
ded prize money. Within each category, the win-
ning organisations were awarded EUR 10,000,
organisations in the second place received EUR
5,000 and those in third place EUR 2,000.

Nadacia Orange Award for long-term contri-

bution in education:

18t place: the non-profit organisation “P — MAT”;

2" place: the citizens’ association PDCS (Part-
ners for Democratic Change Slovakia);

3 place: the association “Zdruzenie Orava pre

demokraciu vo vzdelavani”.
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Nadéacia Orange Award for long-term contri-

bution in community development:

1t place: the association “Zdruzenie Slatinka”;

2" place: the citizens’ association “MISIA MLA-
DYCH’;

3 place: the non-profit organisation “Zahrada

— Centrum nezavislej kultdry”.

Nadacia Orange Award for long-term contri-

bution in social inclusion:

15t place: the citizens’ association “Odyseus”;

2" place: the non-profit organisation “DEPAUL
SLOVENSKO”;

3 place: the foundation “SOCIA — Nadacia na

podporu socialnych zmien”.

In 2013, Nadacia Orange created its Facebook
profile (www.facebook.com/NadaciaOrange) for
its fans and friends, as well as for optimists and
those who have good ideas and would like to
improve the world around them. We believe that
it will become a place where good ideas and
useful information will be combined or where
active people will meet each other, thanks to
which more good ideas will be created, making

the world an even better place to live.

8. social responsibility

the amount of funds allocated in the grant programmes of Nadacia Orange

30,500

50,000

15,000

15,000

103,000

130,000

Green for Seniors

Give Christmas — 1%t phase

Give Christmas — 2™ phase

Scholarship for the disadvantaged

Schools for the future

Chance for your region

Employee grant programme for Orange employees
Grant program for Orange sellers

Grant programme for optimists

A tremendous interest was shown in the newly opened Grant programme for optimists even in the first year of its existence, wherein
476 applications for support were sent to the programme by applicants, which is the second highest number of applications among

all the grant programmes of Nadacia Orange.

Source: data published by operations.
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8. social responsibility

at Orange, we are responsiple

Mobile money collections, through which we have
been helping for 13 years, were an important area
of our philanthropic activities in 2013. We collected
EUR 342,370.84 in three long-term money collec-
tions, which we have been making with our long-
-term partners (Priatelia deti Unicef, Magna deti v
nudzi and Dobry Anjel). We collected another ne-
arly EUR 10,000 through the donor DMS system,
and this is how we make, on average, 40 collec-
tions a year. Non-recurring donations within other
18 collections made in 2013 account for more than
EUR 235,000 in total. All these funds are given in
full to help people in need, whether on a regular or

a one-time basis in cases of crisis.

volunteers in Orange

The support and involvement of employees

in carrying out voluntary activities were also
included in the agenda of Orange in 2013 — we
made collections of clothes, donated blood, and
improved the world around us through grant

programmes. In May and October, 87 employ-
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ees in total donated their blood in cooperation
with the centre “Narodna transfuzna stanica” in
Bratislava and Banska Bystrica, which is again a
slightly higher number compared to the number
in the previous year. Our employees devoted
their time or provided funds to improve the com-
munity life in 86 projects, which is historically the
largest number of projects within the Employee
Grant Programme. They were beautifying sur-
roundings, taking care of monuments, helping
children, and carrying out many other activities.
729.6 kg of clothes in total were given by Oran-
ge employees through collections of clothes that
we also made last year in Orange in Bratislava,
Banska Bystrica and Kosice. We managed

to collect together the third largest amount of
clothes among 20 companies being involved in
these collections in 2013. We supported with
the collected clothes seven non-profit organisa-

tions that take care of people in need.

For the eighth time, our employees were in-
volved in carrying out environmental activities

during the campaign “Eurdpsky tyzden mobility”

(in English: “European Mobility Week”). For
example, they used during this week 2,201
times in total an alternative form of transport,
which is more environmentally friendly.

So they went on foot to work or they used
public transport, a bike, skates, a scooter

or a foot-to-floor ride-on.

we are eco-friendly

Although the provision of telecommunications
services does not burden the environment con-
siderably, our business still leaves its mark. That
is why we take a green approach wherever we

could leave any impact on the environment.

By the end of 2013, more than half (50.9%) of
the customers of Orange who were invoiced

for services received an electronic invoice,
which, compared to a traditional, printed invoice,
means many extra benefits. It reduces the
environmental burden of administration and
improves customers’ comfort due to the imme-
diate availability of such invoices anywhere and
anytime, and due to the immediate availability

of free benefits. Last year, we introduced the

service of electronic invoices as a standard way
of invoices’ delivery when activating the Orange
Internet services. By taking these measures, we

D,

By the end of 2013, more than

half of the customers of Orange
who were invoiced for services
received an electronic invoice.

managed to increase the number of customers
using the electronic invoice year-on-year by
almost 11% and by the end of 2013, it was used
by 569,440 customers of invoiced services.
More than a million mobile phones are annually
sold in Slovakia, but only a negligible part is
environmentally liquidated. Many users even
store old, unused phones and the rest of them
often ends up in the common household waste
and later at the landfill, at which hazardous
substances are gradually released into the sail
and groundwater. We, therefore, try to motivate
our customers to ensure that the most of their
used mobile phones would be liquidated in an
environmentally friendly way. Within the project
“Staré mobily su na dve veci” (in English: “Old
Mobiles Make No Sense”) we combined the
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environmental, charitable, and entertaining
features into one useful project. Customers who
handed over their old mobile phones helped
people and could take part in the competition
for interesting smartphones. Selected charitable
organisations were given 1 euro by Orange for
every delivered mobile phone. For the purpose
of ecological disposal, we collected 51,897 mo-
bile phones in total thanks to our customers and
thus supported with the same amount (EUR
51,897) the non-profit organisations “Navrat”
and “Autistické centrum Andreas”, as well as
the collection “Lienka pomoci” being made by
“Nadacia SOCIA".

In addition, we organised an old mobiles
collection contest in selected primary schools

in the Zilina region and supported the project

on mobile phone life cycle in cooperation with
the centre “Centrum environmentalnej a etickej
vychovy Zivica” within the educational activities

of Nadacia Orange.

separate collection of paper and
plastic bottles

Already in 2007, we also launched a widespread

separate collection of paper and plastic bottles in

O,

We managed to collect
more than 54 tons of used
paper and more than half a ton
of plastic bottles within
the internal collection.

8. social responsibility

the number of collected mobile phones
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our own stores, office buildings, and the archive.
The waste is then cared for and recovered by a
selected, authorised company. In 2013, by car-
rying out this ecological activity, we managed to
collect at Orange over 54 tons of paper and more

than half a ton of plastic bottles.

electric energy savings
and reduction of CO,

At Orange, electricity consumption indirectly
contributes to the production of CO, to the
greatest extent. Within the France Telecom
Group, we want to reduce by 2020 the pro-
duction of CO, by 20%. And, therefore, the re-
duction of electricity consumption is the most
important commitment we made with regard
to environmental protection. The energy con-
sumption within the administration accounts
for about 10% of the total consumption of our
company. That is why we carry out saving
activities in the workplace, such as the imple-

mentation of automatic computer shutdown

after the scheduled time, and we also educate
our employees how to simply and effectively
reduce energy consumption. By optimising
servers and computers we managed to slow
down the trend of increasing consumption of

electrical energy.

Last year, we successfully completed a test
project of installing real-time electricity meters
in base stations and devices. There are 150
installed meters at Orange. By implementing
this project, Orange obtained a better overview
and visibility of electricity consumption, the
possibility of better electricity purchase planning,
new energy action plans installation, resetting
of already installed energy action plans (tempe-
rature, ventilation), remote maintenance of base
stations, mainly battery backups, verification

of electricity consumption compared to the
consumption stated by a producer, as well as a
quicker solution to the problem of base station

power supply.
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our commitments for 2014

Partner Aspect = _Conmynitments of Orange Stovensko /’ g : . Partner Aspect _ Commitments of Orange Slovensko // ' '
eto ensure work without injury and a safe working environment Transparent selection, ma-
Employees' relation to the  eto clarify Orange philanthropic activities in the context of the 15th . nagement of environmental : )
company and the brand anniversary of Nadécia Orange Suppliers impacts, and application of © 1 IMProve the evaluation process
e to update the system of benefits for employees ethical principles
Employees
. . ® {0 increage the efficiency of supporting public benefit activities
Employee volunteerin e to encourage employees' engagement in public benefit activities ' Support of public benefit and their impact o - -
ployee volu ng urag ploy gag N publ ' Vi Community projects and initiatives e to familiarise general public with the activities of Nadacia Orange
in the context of its 15th anniversary
Employees* relation : Eg rceoélﬁg’é g‘ﬁrg;tggn?&?ilp%gsones which were put on the market
to th It dat | 1 k | ‘ t 1 i i i . ) ) .
a?wd ?hgobrp;ﬁgy * 1o Update sales network employess: assessment system Environment  Environmental protection to increase the number of customers using the service of electronic
Sales invoice (65% of all customers of invoiced services)
network
employees @
Sales network employees  ® to encourage sales network employees’ engagement in public benefit @J
volunteering activities
Tlransllp%[renfoy, Cg“i‘ an% e t0 enhance customer care
simplicity of products an . .
services e {0 improve customer experience
Customers -
Support of the responsible ° ’;o rﬁuse| awareness of tQ(Iadrlsks of using communications
use of modern communi- ecnnologies among chiicren :
cations technologies e to link information about the issue to products and services
9 for customers LT

@ ©
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separate statement of financial position as at 31 December 2013

31 December
In thousands of EUR ﬂ 31 December 2013 2012 (restated)

assers

Non-current assets

9. financial report for the year 2013

Property, plant and equipment 4 334,798 352,014
Intangible assets 5 134,849 134,969
Investments in unconsolidated subsidiaries 6 106 106
Non-current receivables 550 1,662
Other non-current assets 286 923
470,589 489,674

Current assets
Inventories 8 15,916 15,361
Trade and other receivables 9 54,464 67,941
Other assets 4,254 4,822
Current income tax receivable 9,878 8,060
Current financial assets 6,102 -
Cash and cash equivalents 11 6,788 5,219
97,402 101,403

Total assets I 567,991 591,077
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31 December
In thousands of EUR “ 31 December 2013 2012 (restated)

Equity 12
Share capital 39,222 39,222
Reserves 15,260 15,260
Retained earnings 225,613 180,315
Profit for the year 114,516 144,510
394,611 379,307
Non-current liabilities
Provisions 13 24,903 25,801
Deferred tax liabilities 7 7,380 5,663
Non-current payables 13 12,147 13,247
44,430 44,711
Current liabilities
Current financial liabilities 10 - 3,713
Trade payables and other liabilities 14 105,149 134,069
Provisions 13 1 1
Deferred income 15 23,800 29,276
128,950 167,059

Total equity and liabilities

I 567,991 591,077
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separate statement of comprehensive income for the year separate statement of changes in equity for the year
ended 31 December 2013 ended 31 December 2013
In thousands of EUR : Reserves : Total
capital earnings
Revenues 16 622,039 676,029
External purchases 17 (311.121) (335,287) Bglénoe as a’F 1 January 2012 39,222 15,260 280,315 334,797
Other operating income/(expenses), net 18 (6,465) 6,910 Dividends paid - - (100,000  (100,000)
o Total comprehensive income for the year - 144,510 144,510
Wages and contributions 19 (54,809) (56,019)
Amortisation and depreciation expenses (90,492) (106,615) EEIENED 26 a1l [PEEET e 2 _mmm e
Dividends paid - (100,000) (100,000)
Operating profit _m 185,018 Total comprehensive income for the year - - 114,516 114,516
Interest income and related revenue Free Share plan 29 788 788

Interest expenses (9) (11 4)
Othor finance (expenses/nooms 542 59 Balance as at 31 December 2013 _mmmm
Profit before tax _ 158,628 185,000

Income tax 44,112) (40,490)

Other Comprehenswe income

Total comprehensive income attributable to:
Owners of the Company 114,516 144,510
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separate statement of cash flow for the year
ended 31 December 2013

Taxes 44112 40,490
Financial income 27) (526)
Interest expenses 9 114
Depreciation and amortisation of tangible

and intangible assets 90,492 106,615
Other (388) (16,483)
Profit from operating activities before changes

in working capital 248,714 274,720
(Increase) in trade and other receivables (including

accruals/deferrals of assets) 17,056 2,099
Decrease/(Increase) in inventory (555) (899)
Increase/(Decrease) in trade liabilities

(including accruals/deferrals of liabilities) (21,098) (4,413)
Cash generated from operations 244117 271,507
Interest and devidends received 27 526
Interest paid 9 (114)
Taxes paid (48,375) (47,952)

Cash flows from operating activities _ 195,760 223,967
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Purchase of property, plant and equipment (84,612 (89,627)
Proceeds from sale of non-current assets 236 1,072
Decrease/(Increase) in other non-current assets (6,102) (55)

Net cash outflow from investing activities _ (90,478) (88,610)

Changes in current financial assets/liabilities 10 (8,713) (85,205)
Decrease in short-term bank loans - -
Dividends paid 12 (100,000) (100,000)

Net cash outflow from investing activities _ (103,713) m
Net increase/(decrease) in cash

and cash equivalents

Cash and cash equivalents at the beginning 5.067
of the year ’

Cash and cash equivalents at the end of the year n 6,788 m
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9. financial report for the year 2013

notes to the separate financial statements for the year

ended 31 December 2013
1. general information

Orange Slovensko, a.s. (hereinafter also
referred to as the “Company”) is a joint stock
company established on 29 July 1996 and
incorporated on 3 September 1996 with its
registered office at Metodova 8, 821 08 Brati-
slava, Slovak Republic. In August 2008, Atlas
Services Belgium, S.A. acquired all the shares
held by Wirefree Services Nederland B.V.,,
which had been the major shareholder since
November 2005, when it acquired all the sha-
res held by minority shareholders and became
the 100% shareholder of Orange Slovensko,

a.s. The Company’s principal activity is the

establishment and operation of public mobile
telecommunication networks at assigned
frequencies as well as the operation of fibre-
-optic cable networks. The Company is not an

unlimited guarantor in any other entity.

Approval of the 2012 financial statements
On 6 May 2013, the General Meeting approved
the Company’s 2012 financial statements
(Notary Deed No. N 85/2013, Nz 14965/2013,
NCR1s 15268/2013).

Body

Board of Directors

Function

Chairman

Deputy Chairman

Member and Chief Executive Officer
Member

Member and ITN Director/CEO deputy
Member

Member and CFO/CEQO deputy

Members of the Company’s Bodies

Name

Brigitte Bourgoin
Ladislav Rehak
Pavol Lan&ari¢
Dominique Garnier
Ivan Golian

Pierre Hamon
Antoine Guilbaud

Supervisory Board

Chairman

Member (until 11 January 2013)
Member

Member

Member (until 11 January 2013)
Member (since 11 January 2013)
Member (since 11 January 2013)
Member

Bertrand du Boucher

Jerome Berger

Vincent Brunet

Jan Kodaj

lvan Martak

Zuzana Nemeckova

Thuy Mai Pavret de La Rochefordiere
Martin Schwantzer

Executives

Chief Executive Officer

Human Resources Director

ITN Director/CEO deputy

Chief Financial Officer/CEQO deputy
Customer Services Director
Communication and Brand Director
Strategy and Regulatory Affairs Director
Commercial Director

Pavol Lan&ari¢
Andrea Danielova
Ivan Golian

Antoine Guilbaud
Vladislav Kupka
Milos Lalka

lvan Martak
Zuzana Nemeckova

Employees

31 December 2013 31 December 2012
Number of employees 1,240 1,300

of which: managers 123 127
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2. adoption of new and revised standards

In the current year, International Accounting Stan-
dards Board (IASB) and the International Financial
Reporting Interpretations Committee (IFRIC) of the
IASB have not issued any new or revised stan-
dards or interpretations that could be relevant to
the Company’s operations for accounting periods

beginning on 1 January 2013.

a) Standards and interpretations adopted by
EU effective in 2013 but not relevant to
the company’s operation

The following standards, amendments, and inter-

pretations adopted by the EU are mandatory for

accounting periods beginning on or after

1 January 2013 but are not relevant to the Com-

pany’s operation:

B Amendments to IAS 1 “Presentation of finan-
cial statements” (effective on or after 1 July
2012) — The main change resulting from these
amendments is a requirement for entities to
group items presented in ‘other comprehensive
income’ (OCI) on the basis of whether they are
potentially reclassifiable to profit or loss sub-
sequently (reclassification adjustment).

B IAS 19 “Employee Benefits” (effective on or after

84

1 January 2013) — The changes on the group’s
accounting policies have been as follows: to im-
mediately recognise all past service costs; and
to replace interest cost and expected return on
plan assets with a net interest amount that is
calculated by applying the discount rate to the
net defined benefit liability (asset).
Amendments to IFRS 1 “First-time Adoption

of IFRS” Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters (effective
on or after 1 January 2013). The amendment
provides guidance on how an entity should
resume presenting financial statements in
accordance with IFRSs after a period when
the entity was unable to comply with IFRSs
because its functional currency was subject to
severe hyperinflation.

Amendments to IFRS 1 “First-time Adoption of
IFRS” Government Loans (effective on or after
1 January 2013). This amendment addresses
how a first-time adopter would account for a
government loan with a below-market rate of

interest when transitioning to IFRSs.

B IFRS 7 “Financial Instruments: Disclosures”

(effective on or after 1 January 2013). Offset-

9. financial report for the year 2013

ting Financial Assets and Financial Liabilities.
The amendments require entities to disclose
information about rights of offset and related
arrangements for financial instruments under
an enforceable master netting agreement or
similar arrangement.

IFRS 13 “Fair Value Measurement” (effective
on or after 1 January 2013). IFRS 13 gives

a new definition of fair value for financial
reporting purposes. Fair value is defined

as the price that would be received to sell

an asset or paid to transfer a liability in an
orderly transaction in the principal market at
the measurement date under current market
conditions regardless of whether that price is
directly observable or estimated using another
valuation technique.

Amendments to various standards “Improve-
ments to IFRSs (cycle 2009-2011)” resulting from
the annual improvement project of IFRS (FRS
1, 1AS 1, IAS 16, IAS 32, IAS 34) primarily with a
view to removing inconsistencies and clarifying
wording, adopted by the EU on 27 March 2013
(amendments are to be applied for annual peri-
ods beginning on or after 1 January 2013.
IFRIC 20 “Stripping Costs in the Production
Phase of a Surface Mine” (effective on or

after 1 January 2013). Costs associated with
a “stripping activity” should be accounted for
as an addition to an existing asset, and that
this component should be amortised over
the expected useful life of the identified com-
ponent of the ore body that becomes more

accessible as a result of the stripping activity.

b) Standards, interpretations, and amend-
ments to the existing standards and
interpretations adopted by the EU but
not yet effective

At the date of authorisation of these financial

statements, the following standards, revisions,

and interpretations adopted by the EU had been
issued but were not yet effective:

B IFRS 10 “Consolidated Financial Statements”,
adopted by the EU on 11 December 2012
(effective for annual periods beginning on or
after 1 January 2014)

B IFRS 11 “Joint Arrangements”, adopted by the
EU on 11 December 2012 (effective for annual
periods beginning on or after 1 January 2014)

B |IFRS 12 “Disclosures of Interests in Other
Entities”, adopted by the EU on 11 December
2012 (effective for annual periods beginning

on or after 1 January 2014)
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B |AS 27 (revised in 2011) “Separate Financial

Statements”, adopted by the EU on 11 De-
cember 2012 (effective for annual periods
beginning on or after 1 January 2014)

IAS 28 (revised in 2011) “Investments in
Associates and Joint Ventures”, adopted by
the EU on 11 December 2012 (effective for
annual periods beginning on or after 1 Janu-
ary 2014)

Amendments to IFRS 10 “Consolidated Finan-
cial Statements”, IFRS 11 “Joint Arrangements”
and IFRS 12 “Disclosures of Interests in Other
Entities” — Transition Guidance, adopted by
the EU on 4 April 2013 (effective for annual
periods beginning on or after 1 January 2014)
Amendments to IFRS 10 “Consolidated Fi-
nancial Statements”, IFRS 12 “Disclosures of
Interests in Other Entities” and IAS 27 (revised
in 2011) “Separate Financial Statements”

— Investment Entities, adopted by the EU

on 20 November 2013 (effective for annual
periods beginning on or after 1 January 2014)
Amendments to IAS 32 “Financial instru-
ments: presentation” — Offsetting Financial
Assets and Financial Liabilities, adopted

by the EU on 13 December 2012 (effective
for annual periods beginning on or after

1 January 2014)
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B Amendments to IAS 36 “Impairment of
assets” — Recoverable Amount Disclosures
for Non-Financial Assets, adopted by the EU
on 19 December 2013 (effective for annual
periods beginning on or after 1 January 2014)

B Amendments to IAS 39 “Financial Instru-
ments: Recognition and Measurement” -
Novation of Derivatives and Continuation of
Hedge Accounting, adopted by the EU on
19 December 2013 (effective for annual peri-

ods beginning on or after 1 January 2014)

The future implications of standards, interpreta-
tions, and amendments that are relevant to the
Company are being continuously evaluated and
will be applied in accordance with the require-

ments if applicable.

c) Standards, interpretations, and
amendments issued by IASB but not yet
adopted by the EU

At present, IFRS as adopted by the EU do not

significantly differ from the regulations adopted

by the International Accounting Standards

Board (IASB), except for the following standards,

amendments to the existing standards and

interpretations, which were not endorsed for use

at the date of publication of financial statements:

9. financial report for the year 2013

B IFRS 9 “Financial Instruments” and subse-
guent amendments — (effective date has not
yet been determined)

B IFRS 14 “Regulatory Deferral Accounts”
(effective for annual periods beginning on or
after 1 January 2016)

B Amendments to IAS 19 “Employee Benefits”
- Defined Benefit Plans: Employee Contribu-
tions (effective for annual periods beginning
on or after 1 July 2014)

B Amendments to various standards “lmprove-
ments to IFRSs (cycle 2010-2012)” resulting
from the annual improvement project of IFRS
(IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS
24 and IAS 38) primarily with a view to remo-
ving inconsistencies and clarifying wording
(amendments are to be applied for annual
periods beginning on or after 1 July 2014)

B Amendments to various standards “lmprove-
ments to IFRSs (cycle 2011-2013)” resulting
from the annual improvement project of IFRS
(IFRS 1, IFRS 3, IFRS 13 and IAS 40) prima-
rily with a view to removing inconsistencies
and clarifying wording (amendments are to
be applied for annual periods beginning on
or after 1 July 2014)

B IFRIC 21 “Levies” (effective for annual peri-

ods beginning on or after 1 January 2014).

The Company anticipates that adopting these
standards and amendments to the existing

standards and interpretations will have no ma-
terial impact on the Company’s financial state-

ments in the period of initial application.

At the same time, hedge accounting regarding
the portfolio of financial assets and liabilities, the
principles of which have not been adopted by
the EU, is still unregulated. Based on the Com-
pany’s estimates, applying hedge accounting
for the portfolio of financial assets or liabilities
pursuant to IAS 39: “Financial Instruments:
Recognition and Measurement” would not
significantly impact the financial statements, if
applied at the reporting date.
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3. significant accounting policies

a) Statement of compliance

The separate financial statements have

been prepared in accordance with IFRS as
adopted by the EU and on the going concern
assumption. IFRS as adopted by the EU do
not currently differ from IFRS as issued by the
IASB, except for certain standards and inter-
pretations that have not been endorsed by the

EU as described above.

b) Legal framework for preparing

the financial statements
These financial statements are the Company’s
separate financial statements prepared under
Act on Accounting No. 431/2002 Coll. on
Accounting, as amended. The financial state-
ments were prepared for the reporting period
from 1 January 2013 to 31 December 2013 in
accordance with IFRS as adopted by the EU.
The Company elected to use the exemption
from consolidation in accordance with the 7
Directive of the EU as well as with IAS 27.10
and not to present consolidated financial
statements, which is also incorporated into
the Act on Accounting No. 431/2002 Coll.
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on Accounting, as amended. These financial
statements are intended for general use and
information; they are not intended for the pur-
pose of any specific user or for the conside-
ration of any specific transaction. Accordingly,
users should not rely exclusively on these

financial statements when making decisions.

Orange SA (France), the Company’s ultimate
parent company, prepares consolidated finan-
cial statements in accordance with IFRS as
adopted by the EU for a group of companies,

which also includes Orange Slovensko a.s.

The consolidated financial statements of
Orange SA are available at its registered office
at 6 Place d’Alleray, 75015 Paris, France.

c) Basis of preparation

The financial statements are presented in euro
and are, rounded to the nearest thousand.
They are prepared on the historical cost basis
and on the going concern assumption. The
principal accounting policies are included in

the paragraphs below.
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d) Change in the accounting policy

During 2013, the Company has decided to
change its accounting policy related to the
presentation of spectrum fees in the past as
presented in External purchases, currently
presented in Intangible assets. Such a change
in accounting policy resulted from careful
consideration of licence conditions for the
Company, taking into consideration views pre-
sented in a discussion paper of IASB relating
to IAS 16 and IAS 38 according to which such
fixed fee payments are unavoidable by the

Company and as such should be capitalised.

In prior periods, all such fees were presen-
ted as OPEX, and in the current period the
Company started to capitalise the value of
fixed spectrum fees to be paid untill the end of
licence period and presents a fixed spectrum
fee asset within intangibles and related
spectrum fees payable within the current and
non-current liability. Variable spectrum fees
are still recognised as OPEX in the appropria-

te period.

The following table summarises the adjustment made to the statement of financial position on the

implementation of the new accounting policy:

In thousands of EUR itz L Trade payables Non-current
assets payables

Balance as at 31 December 2012
— as previously reported

120,622 132,969 -

Impact of change in accounting policy

14,347 1,100 13,247

Restated balance as at 31 December 2012 134,969 134,069 13,247
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e) Foreign currency

Foreign currency transactions

Transactions denominated in foreign currencies
are translated into euro using the exchange rate
of the day prior to the transaction date. Mone-
tary assets and liabilities denominated in foreign
currencies are translated at the exchange rate
valid on the balance sheet date. The exchange
rate differences upon translation are charged to
the result for the period. Non-monetary assets
and liabilities denominated in foreign currencies
that are stated at fair value are translated into
euro at the foreign exchange rates valid on the
dates on which the fair value is determined.

f) Segment reporting

A business segment is a group of assets and
operations engaged in providing products or
services that are subject to risks and returns
that are different from those of other business
segments. A geographical segment is engaged
in providing products or services within a parti-
cular economic environment that are subject to
risks and returns that are different from those
of segments operating in other economic envi-
ronments.
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The Company operates in the Slovak Repub-
lic, which is deemed to be one geographical
segment. The Company predominantly opera-
tes in the mobile telecommunication segment.
In September 2007, however, the Company
launched a fixed telecommunications (fibre-
-optic cable) network. As at 31 December
2013, the fixed telecommunication segment
was immaterial to show it as a separate seg-

ment.

g) Property, plant, and equipment

Owned assets

Items of property, plant and equipment are
stated at cost, less accumulated depreciation
and impairment losses, if applicable. Cost
consists of the price at which the asset

was acquired plus the costs related to the
acquisition (installation and commissioning,
transport, assembling cost, etc.). The cost

of self-constructed assets includes the cost
of materials, direct labour, the initial estimate
(where relevant) of the costs of dismantling
and removing the items and restoring the site
on which they are located, and an appropriate

proportion of production overheads.
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ltems of property, plant, and equipment are
accounted for on a component-by-component
basis at a level that allows for the depreciation
of each component over its expected useful

life and allows the proper accounting of asset

disposal and withdrawal.

Leased assets

Leases according to the terms of which the
Company assumes substantially all the risks and
rewards of ownership are classified as finance
leases. Machinery, equipment, motor vehicles,
furniture, and fixtures acquired by way of finance
lease are stated in an amount equal to the lower
of its fair value and the present value of the
minimum lease payments at the inception of the
lease, less accumulated depreciation (see be-
low) and impairment losses. Currently, no asset

is classified as a leased asset.

Subsequent expenditure

The Company recognises in the carrying
amount of an item of property, plant, and equ-
ipment the additional costs or cost of replacing
part of such an item when that cost is incurred
if it is probable that the future economic benefits
embodied with the item will flow to the Compa-
ny and the cost of the item can be measured
reliably. All other costs are recognised as an

expense when incurred.

Depreciation

Depreciation is charged to the income statement
on a straight-line basis over the estimated useful

life of each category of an item of property, plant,
and equipment. Land is not depreciated. Depre-
ciation starts when the assets are ready for their

intended use. The estimated useful lives for the

current and comparative periods are as follows:

2013

2012

Radio Access Network

5 to 20 years

5to 20 years

Transmission

5 to 30 years

5 to 30 years

Switching

5to 10 years

510 10 years

Data Network 5 years 5 years
Dedicated Platforms 5 years 5 years
Other Network 51to 10 years 5to 10 years
IT Non-Network Hardware & Infrastructure 3 to 5 years 3to 5 years
Buildings 10 to 30 years 10 to 30 years
Other Non-Network Equipment 3to 10 years 310 10 years
Local Loop 10 to 30 years 10 to 30 years

91



annual report 2013

The useful lives of certain categories of proper-
ty, plant, and equipment are reassessed an-
nually by France Telecom Group, which results
in changes to the useful lives of certain assets.
These changes are recorded as changes in the

accounting estimates on a prospective basis.

At the Company level, the revision of an indi-
vidual asset’s useful life is performed when

indicators of an earlier end of life exist.

h) Intangible assets

Intangible assets acquired separately by the
Company are stated at cost less accumu-
lated amortisation and impairment losses if
applicable. Intangible assets mainly comprise
software and licences for operating the tele-

communication network.

Subsequent expenditures

Subsequent expenditures on capitalised intan-
gible assets are capitalised only when they in-
crease the future economic benefits embodied
in the specific assets to which they relate. Al

other expenditures are expensed as incurred.
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Amortisation

Intangible assets are amortised from the

date they become available for use, using the
straight-line method over the following estima-

ted useful lives:

2013 2012
Software 31to 10 years 31to 10 years
Licences 10 to 16 years 10 to 16 years

The useful lives of certain categories of intan-
gible assets are reassessed annually by France
Telecom Group, which results in changes to
the useful lives of certain assets. These chan-
ges are recorded as changes in accounting

estimates on a prospective basis.

At the Company level, the revision of an indi-
vidual asset’s useful life is performed when

indicators of an earlier end of life exist.

i) Impairment of assets

The carrying amounts of the Company’s assets
are reviewed at each balance sheet date to
determine whether there is any indication of im-
pairment. If such indication exists, the asset’s
recoverable amount is estimated. An impair-
ment loss is recognised whenever the carrying

amount of an asset or its cash-generating unit
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exceeds its recoverable amount. Impairment
losses are recognised in the income statement.
For intangible assets that are not yet available for
use, the recoverable amount is estimated at each

balance sheet date.

The recoverable amount of other assets is the gre-

ater of their net selling price and the value in use.

In assessing value in use, the estimated future
cash flows are discounted to their present value
using a pre-tax discount rate that reflects current
market assessments of the time value of money
and the risks specific to the asset. For an asset
that does not generate largely independent cash
inflows, the recoverable amount is determined
for the cash generating unit to which the asset

belongs.

j) Investments in subsidiaries

Investments in subsidiaries represent investments
in wholly-owned subsidiaries: Orange CorpSec,
spol. s r.o. with the seat on Metodova 8, 821 08
Bratislava, Slovakia and Nadacia Orange (“the
Foundation”), having the seat on Metodova 8,

821 08 Bratislava. The Company’s investments

have been accounted for at cost.

k) Inventories

Inventories are stated at the lower of cost and the
net realisable value. The net realisable value is the
estimated selling price in the ordinary course of
business, less the estimated costs necessary for

completing the sale and selling expenses.

The cost is based on the weighted average
principle and includes expenditures incurred in
acquiring the inventories and bringing them to

their existing location and condition.

I) Trade receivables

Trade receivables are recognised inttially at fair va-
lue (original invoice amount), less provisions for any
impairment of the receivables. A provision for im-
pairment of trade receivables is established when
there is objective evidence that the Company will
not be able to collect all amounts due according to
the original terms of the receivables (see Note 9).

m) Cash and cash equivalents

Cash and cash equivalents consist of cash in
hand and balances with banks, and highly-liquid
investments with insignificant risk of changes in
value and original maturities of three months or

less at the date of acquisition.
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n) Financial assets

Financial assets are classified into the following
specified categories: financial assets as ‘at fair
value through profit or loss’ (FVTPL), ‘held-to-
-maturity investments’, ‘available-for-sale’ (AFS)
financial assets and ‘loans and receivables’. The
classification depends on the nature and purpose
of the financial assets and is determined at the
time of the initial recognition. As at 31 December
2013, the Company holds only financial assets
categorised as ‘loans and receivables’. (2012: no

financial assets).

Loans and receivables
Loans and receivables are non-derivative financial
assets with fixed or determinable payments that

are not quoted in an active market.

o) Deferred income - loyalty programme
The Company operated a customer loyalty
programme falling within the scope of IFRIC 13
from 2011. The programme was based on provi-
ding a reduction on the SIM-locked mobile phone
prices depending on a previous history of billed
services during the period without a time frame

contract. The programme was stopped in 2013.
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p) Financial liabilities

Financial liabilities, including borrowings, are
initially measured at fair value, net of transaction
costs, and are subsequently measured at
amortised costs using the effective interest rate
method, with interest recognised on an effective

yield basis.

q) Borrowing cost

All borrowing costs are recognised in profit or
loss in the period in which they are incurred.
As the Company does not have any loans
dedicated to investment activities, there are no

borrowing costs eligible for capitalisation.

r) Provisions

A provision is recognised when the Company
has a legal or constructive obligation as a
result of a past event, and it is probable that an
outflow of economic benefits will be required
to settle the obligation. If the effect is material,
provisions are determined by discounting the
expected future cash flows at a pre-tax rate
that reflects current market assessments of the
time value of money and, where appropriate,
the risks specific to the liability. The Company

records a provision for asset retirement, a

9. financial report for the year 2013

provision for retirement benefit cost and a pro-

vision for litigations (see Note 13).

s) Trade and other payables

Trade and other payables are stated at cost.

t) Revenues

The Company provides mobile and fibre-
-optic communication services to individuals
and commercial and non-commercial orga-
nisations. The Company generates revenue
primarily by providing digital wireless services
for voice and data as well as value-added
services, text, and multimedia messaging. To a
lesser extent, Orange Slovensko a.s. generates
revenue from the sale of wireless handsets,

including laptops and tablet computers.

The Company recognises mobile usage and
roaming service revenues based upon the
minutes of traffic processed or contracted fee
schedules when the service is rendered. Reve-
nues due from foreign carriers for international
roaming calls are included in revenues in the

period in which the call occurs.

Certain prepaid usage services are billed in
advance, resulting in deferred income. Related
revenues are recognised based on the usage

or the expiry of the prepaid vouchers.

The Company enters into multiple element
arrangements, which include the sale of
handsets, activation fees, and service con-
tracts to customers through Company-owned
stores and Orange-branded shops. These
transactions include the sale of a mobile
handset, the up-front charge of non-refundable
activation fees to connect the customer to the
service, and subsequently monthly fees and
airtime fees charged during the contract peri-
od. The Company recognises revenue from the
sale of handsets upon delivery to the customer.
The corresponding cost of sales is charged

to expenses when the sales are recognised,
which results in a net loss on the sale of the
handset. Activation revenues are deferred and
amortised over the average expected period of
the customer relationship. Current service fees
are recorded as revenue from service when

performed.
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Other service revenues are recognised when
delivered and accepted by customers and
when services are provided in accordance with
the contract terms.

Revenue and related expenses associated with
the wholesale of wireless handsets to distributors
are recognised when the products are delivered
and accepted; as such, sales transactions are
separate and distinct from the sale of wireless

services to customers.

u) Expenses

Operating lease rayments

For operating leases, lease payments are
expensed on a straight-line basis over the lease

period.

v) Taxation
Income tax expenses for the year comprise cur-

rent and deferred tax.

Current Income tax

Current tax is the expected tax payable on

the taxable profit for the year, using tax rates
enacted or substantially enacted at the balance

sheet date, and any adjustment to tax payable in
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respect of previous years. Taxable profit differs
from profit as reported in the separate income
statement because it excludes items of income
or expense that are taxable or deductible in other
years and it further excludes items that are never

taxable or deductible.

Deferred tax

Deferred tax is provided using the balance sheet
liability method, providing for temporary differen-

ces between the carrying amounts of assets and
liabilities for financial reporting purposes and the

amounts used for taxation purposes.

The amount of deferred tax provided is based on
the expected manner of realisation or settlement
of the carrying amount of assets and liabilities,
using the tax rates enacted or substantially
enacted at the balance sheet date. A deferred
tax asset is recognised only to the extent that

it is probable that future taxable profits will be
available against which the asset can be utilised.
Deferred tax assets are reduced to the extent
that it is no longer probable that the related tax

benefits will be realised.
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w) Share-based payment

Equity-settled share-based payments to em-
ployees and others providing similar services

are measured at the fair value of the equity
instruments at the grant date (see Note 21). The
Company accounts for the rights to the parent
company’s (France Telecom’s) equity instruments
granted by the parent company to the employees
of the Company, as equity-settled transactions

in accordance with IFRS 2, and recognises a
payroll-related expense and corresponding in-
crease in equity as a contribution from the parent
company. In accordance with IFRS 2 "Share-
-based Payment*, the fair value of stock options,

employee share issues (concerning the shares of

France Telecom) is determined on the grant date.
For cash-settled share-based payments, a liability
equal to the portion of the goods or services
received is recognised at the current fair value

determined at each balance sheet date.

X) Employee benefits

Long-term service benefits

The Company’s net obligation in respect of long-
-term service benefits is the amount of future
benefits that employees have earned in return for
their service in prior periods. The obligation is cal-
culated using actuarial methods and discounted

to its present value using a risk free interest rate.

97



annual report 2013

4. property, plant, and equipment

9. financial report for the year 2013

Land and Plant and Motor Fixtures
In thousands of EUR o Equip- : and Fit- ARO *) | Construc- Total

Buildings Vehicles : :

ment tings

Cost
As at 1 January 2012 6,044 1,028,444 7,315 30,991 17,111 31,491 1,121,396
Additions - - - - 2,351 67,710 70,061
Disposals (8,141)  (280,230) (595) (10,342) - - (294,308)
Transfer 1,161 60,860 595 8,097 - (70,713)

As at 1 January 2013 4,064 809,074 7315 28746 19,462 28488 897,149
Additions - - - - 525 49,825 50,350
Disposals 65 (99,398) (261) (2,414) (1,231) - (103,369)
Transfer 205 42,944 1,100 5,504 - (49,363)

Accumulated depreciation

As at 1 January 2012 3,129 719,749 3,049 22,881 2,318 - 751,126
Charge for the year 396 80,669 1,314 4,048 1,143 - 87,570
Disposals (3,141)  (279,578) (501) (10,341) - - (293,561)

(552t Docombor 2072 | 64| 5200i0]  ao2| 1008 ador| - oisias)

As at 1 January 2013 384 520,840 3,862 16,588 3,461 - 545,135
Charge for the year 312 60,881 1,285 3,921 993 - 67,392
Disposals (63)  (100,501) (217) (2,414) - (103,195)

(55211 Docemoor 2013 | o03] _dot2z0]  4o0|  100ss| ddsé| - 09|
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Land and Plant and

In thousands of EUR . Equip-

Buildings

ment

Carrying amount

Vehicles

Fixtures
and Fit- ARO *) Construc-
tings

Motor

*) Asset Retirement Obligation (ARO) described in Note 13

As at 31 December 2013, none of the properties

were pledged to secure bank loans.

In 2013, transfers from assets under construc-
tion to property, plant, and equipment mainly
comprised investments to upgrade the existing
network, particularly swap of 2G/3G Mobile RAN
(Radio Access Network) equipment & releases,
increase in IP routers equipment & releases,
Mobile packet core network and Microwave

transmission.

During 2013, the Company had a disposal in
gross value of EUR 103,369,000 (book value

of EUR 174 000) relating mainly to old fully
depreciated 2G/3G hardware and disposal of IT

— Servers & Infrastructure equipment.

Property and equipment, excluding motor ve-
hicles, is insured to a limit of EUR 730,277,000
(2012: EUR 946,212,000). Each motor

vehicle is insured to a limit of EUR 5,000,000
(2012: EUR 5,000 000) for damage on health
and expenses related to death and EUR
2,000,000 (2012: EUR 2,000,000 for

damage caused by destroyed, seized,

or lost items.
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5. intangible assets
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In thousands of EUR Software Other | Intangible | Construc- Total
Cost

As at 1 January 2012 101,208 63,450 51,671 1,806 5,226 223,361
Additions - 1 - 1 19,269 19,271
Disposals (1,731) - - - - (1,731)
Transfer 17,551 - - (17,551) -

Restatement (Note 3. d)
31 December 2012 - - - 14,347 -
(restated)

14,347

As at 31 December 2012 (restated) 117,028 63,451 51,671 16,154 6,944 255,248

As at 1 January 2013 117,028 63,451 51,671 16,154 6,944 255,248
Additions - 2,225 635 1,990 18,160 23,010
Disposals (112) - - (1,328) - (1,440)
Transfer 18,524 - - (18,524) -

100

In thousands of EUR Software

Accumulated amortisation

Other Under
Intangible | Construc-
Assets tion

As at 1 January 2012 60,919 24,120 17,543 383 - 102,965
Charge for the year 12,521 4,069 2,318 137 - 19,045
Disposals (1,731) - - (1,731)

ns a9 Docemper 20tz | 71709 zataal  i9aor| o0 | 0z

As at 1 January 2013 71,709 28,189 19,861 520 - 120,279
Charge for the year 15,720 2,771 2,329 2,280 - 23,100
Disposals (82) - - (1,328) - (1,410)

5ot Docemper201o | oradr 00960l 20| tare| | 161560

Carrying amount

As at 31 December 2012 (restated)

In 2013, the addition in Other intangible assets
mainly relates to capitalisation of fixed spectrum
fees. The Company has adjusted its accounting
policy for presentation of fixed spectrum fees
according to the FT Group directions. In prior
periods all such fees were presented as OPEX,
in current period the entity started to capitalise
the value of fixed spectrum fees to be paid until

the end of the licence period and presents a fixed
spectrum fee asset within intangibles and related
spectrum fees payable within current and non-
-current provisions (Note 3(d)).

The addition in software mainly comprises the

purchase of a customer domain and service

delivery domain.
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6. investments in subsidiaries

Investments in subsidiaries at a cost of EUR
100,000 represent an investment in the wholly-

-owned subsidiary Orange CorpSec, spol. s r.o.

The subsidiary was registered in the Commercial
Register on 1 February 2005. The table below

summarises the subsidiary’s financial information:

Profit/loss

In thousands of EUR Liabilities Equity Revenues for the
Period

As at 31 December 2013 457 204 253 1,080 98
As at 31 December 2012 349 200 149 1,080 40

In 2010, the Company recognised an in-
vestment in Nadacia Orange (hereinafter also

referred to as the “Foundation”) at a cost of

EUR 6,000, which is considered immaterial for

the purpose of these financial statements.
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7. deferred tax assets and liabilities

Movement in the deferred tax account is as follows:

In thousands of EUR 31 December 2013 31 December 2012

At beginning of period — net deferred tax liability 5,663 4,646
Income statement 2,052 32
Change in tax rate (from 23% to 22%) via income statement (335) 985

At end of period — net deferred tax liability 7,380 5,663

Deferred tax assets and deferred tax liabilities are attributable to the items detailed in the table below:

31 December 2013
In thousands of EUR

31 December 2012

Property, plant, and equipment - 13,123 (13,123) - 13,546 (13,546)
Inventories 384 - 384 229 - 229
Receivables 2,280 - 2,280 3,038 - 3,038
Other 3,079 - 3,079 4,616 - 4,616

Net deferred tax

Deferred tax assets and liabilities were offset on
the grounds that the Company has the legally-
-enforceable right to offset their current tax as-
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sets against current tax liabilities and the deferred
taxes relate to the same taxation authority.
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8. inventories

In thousands of EUR 31 December 2013 31 December 2012

Raw materials and consumables 1,122 991
Merchandise 16,540 15,365
Provision for slow moving merchandise (1,746) (995)

15,916 15,361
Previously-recognised provisions for slow-mo- As at 31 December 2013, no inventories were
ving merchandise were released for assets pledged to secure bank loans.

that were sold or donated.
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9. trade and other receivables

In thousands of EUR 31 December 2013 31 December 2012

Accounts receivable 94,696 110,160

Allowance for doubtful debts
and receivables

b sases] 67941

(40,232 (42,219

As at 31 December 2013, no trade receivables B Statistical method for the retail market based
were pledged to secure bank loans. The trade on the past record of payment default by
receivables are decreased by the allowance individuals and companies.

for receivables expected to be irrecoverable. B Individual method based on an examination
Allowances for doubtful debts are currently of specific overdue items for the wholesale
determined according to two methods: market (roaming, interconnect).

Ageing of past due but not impaired trade and other receivables:

In thousands of EUR 31 December 2013 31 December 2012

Total receivable 54,464 67,941

Of which: non due 49,811 62,706

past due not impaired | 4,653 | 5,235

Less than 180 days 4,653 5,235

Between 180 days and 360 days - -

More than 360 days - -
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Movements in the allowance for doubtful debts:

In thousands of EUR 31 December 2013 31 December 2012

9. financial report for the year 2013

Balance at beginning of the year 42,219 43,603

Net charge against bad debt provision (1,987) (1,384)

Balance at the end of the year 40,232 42,219

Movements in the allowance for doubtful debts:

In thousands of EUR 31 December 2013 31 December 2012

Total impaired 40,232 42,219
Of which:

Less than 180 days 1,802 2,174
Between 180 days and 360 days 2,325 2,497
More than 360 days 36,105 37,548
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10. current financial assets/liabilities

The balance of EUR 6,102,000 (2012: EUR
3,713,000 liability) represents the receivable on
the cash-pooling account within France Tele-
com Group. On 15 March 2006, the Company
signed a Centralised Treasury Management
Agreement with France Telecom S.A (FT). This
agreement centralises and organises the cash
management by FT of the Company’s available
funds. FT opened an account in euro with
Bank Mendes Gans, which is part of the ING
Group (BMG), dedicated to Orange Slovensko.
In 2008, by FT’s decision, the bank account
was changed from BMG to BNP Paribas. The
balance outstanding at any time on the bank
account represents the cumulative cash-pool
deposit (balance as at 31 December 2013) or
overdraft (balance as at 31 December 2012) of

the Company with France Telecom.

Cash balances are not subject to any foreign
exchange risk as they are denominated in the
local currency. The balances bear an interest
rate calculated as EONIA (EONIA: Euro Over-
night Index Average). Interest is accounted
for on a monthly basis and capitalised on the
Company’s current account. In the event of
an overdraft, the interest is paid on a monthly
basis and is calculated as EONIA plus the fixed
rate of interest. The interest rate was 0.446%
as at 31 December 2013 (1.013% as at

31 December 2012).

107



annual report 2013

11. cash and cash equivalents

In thousands of EUR 31 December 2013 31 December 2012

Cash on hand and cash equivalents 131 218
Bank balances and deposits 6,657 5,001

Cash and cash equivalents in the balance sheet 6,788 5,219

The Company’s cash balance includes

with maturity less than three months, current
deposits held in interest bearing accounts accounts and cash on hand.
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12. equity

Share capital

As at 31 December 2013, the authorised share
capital comprised 1,181,755 ordinary shares
(2012: 1,181,755), with a nominal value of EUR
33.19 each, 1 ordinary share (2012: 1) with

a nominal value of EUR 13.78, and 1 ordinary

share (2012: 1) with a nominal value of EUR 0.66.

Reserves

Reserves of EUR 15,260,000 (2012: EUR
15,260,000 relate to the Legal Reserve Fund,
which is not available for distribution and sho-
uld be used to cover future losses arising from

business activities, if any.

Dividends

As at the preparation date of these financial
statements, the Board of Directors made no
decision regarding the amount of dividends to
be paid from the 2013 profit.

In April 2013, the shareholders approved

a dividend payment of EUR 100 million related
to 2012 profits at their annual general meeting.
An amount of EUR 50 million was paid in
June 2013 and EUR 50 million was paid

in December 2013.
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13. provisions and non-current payables

Provision for Asset

9. financial report for the year 2013

Balance as at 31 December 2012 20,712 5,090 25,802
Provisions made during the year 522 705 1,227
Provisions used during the year (17) - 17)
Provisions reversed during the year (689) (1,419) (2,108)

Balance as at 31 December 2013 m 4,376 24,904
In thousands of EUR 31 December 2013 31 December 2012

Non-current

24,908 25,801

Current

1 1

[ 24904 25802

A provision for asset retirement obligation was
recorded in the amount of EUR 20,528,000,
using the following assumptions based on an
expert’s study: average costs of site demalition
of EUR 8,000, an average site usage of 15 years,
discount rate of 2.52%, dismantling cost index of
3.00% and number of sites of 2,308 (2012: EUR
20,712,000, 15 years, 2.29%, 3.00%, and 2,251
sites, respectively). The Company shows the
amount of EUR 18,756,000 in the asset side of

the balance sheet (Note 4).
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Other provisions represents a provision for retire-

ment benefit costs and provision for litigations.

Non-current payables

Non-current payables represents long-term liabi-
lity from the capitalisation of fixed spectrum fees
(present value of discounted future payments).

14. trade payables and other liabilities

31 December 2012
In thousands of EUR 31 December 2013 (restated)

Trade payables 44,060 50,470
Unbilled receivables 46,071 65,188
Tax liabilities (VAT) 3,278 5,686
Liabilities to employees 11,745 12,146
Other current liabilities 5) 579

Account payables are classified as current liabili-

average credit period on purchases is from one to

ties if the payment is due within one year or less. two months.

Trade payables are non-interest bearing and the

Payables within and after maturity:

31 December 2013

within within 360 more than

In thousands of EUR maturity 360 days Total
. days overdue

period overdue
Trade payables 43,316 674 70 44,060
Unbilled receivables 46,071 46,071
Tax liabilities (VAT) 3,278 3,278
Liabilities to employees 11,745 11,745
Other current liabilities 5) 5)
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31 December 2012 15. deferred income

within within 360 more than
In thousands of EUR maturity 360 days In thousands of EUR 31 December 2013 31 December 2012
days overdue

period overdue
Prepaid phone cards (Prima cards) 5,461 5,062

Trade payables 42,139 8,331 50,470 Post paid customers 17,939 23,737
Unbilled receivables 65,188 65,188 Other 400 477
Tax liabilities (VAT) 5,686 5,686

Labiliies to employess 12146 12146 23,800 29,276
Other current liabilities 579 579

126738] 8331 | 134069 16. revenues
The biggest part of category “within 360 days 7,017,000 due to FT Group which was paid at the

overdue” is one invoice in amount of EUR beginning of 2013. Revenues are presented in the table below:

Amounts due to employees include social fund liabilities:

Mobile voice services 378,058 442,427
Sale of equipment 28,296 20,377
As at 1 January 140 109 Other revenues 70,774 68,537

Additions 466 500

Utilisation 475 469 Total Revenues 622,039 676,029
As at 31 December 131 ”
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17. external purchases 19. wages and contributions

External purchases are presented in the table below: In thousands of EUR mm

Bonuses and untaken holiday payroll provision 6,788 7,060
Purchased goods and services 175125 183,778 Social contribution 13,205 12,067
Service fees and interoperator costs 98,230 106,918 Other 3,092 3,566
Costs associated with non-current assets 13,097 16,079
Other 24,669 28 512 Total wages and contributions

Total external purchases 311 121 335 287

20. iIncome tax

1 8' Other operatlng expenses/ (lncome)’ net Reconciliation of the effective tax rate is shown in the table below:

o 1= 2ol 2012
I thousands of EUR O oo o2

Income tax payable

Brand royalty and management fees 15,801 17,414 . ' i 15 395 50473
Bad debt provision (19) 1,268 rom operating activities . ,

FX differences net 78 26 Deferred income tax

Other operating expenses 1,943 3,695 from operating activities 2,052 32
Other operating income (11,338) (29,313) change in tax rate (335) 985
Included in Other operating income in 2012 is amount of EUR 17,556,000, related to periods The Slovak Corporate Tax rate changed from and from 23% to 22% effective from
release of a Universal Services provision in the 2009 - 2012. 19% to 23% effective from 1 January, 2013 1 January, 2014.
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In thousands of EUR

Profit before tax 158,628 185,000
Income tax at the rate of 23% (2012: 19%) 36,484 35,150
Income tax in respect of prior year (38) 302
Special levy applied since September 2012 6,559 2,986
Impact of adjusting items:

change in tax rate (335) 985
permanent differences and other differences 1,442 1,067

Total income tax

21. share-based compensation

Under share-based compensation, the Com-

pany reports:

Free share plan

W In July 2011, France Telecom Group adop-
ted a Free Share Allocation plan with the un-
derlying shares of France Telecom SA. This
plan will allow every eligible Group employee
to receive free France Telecom shares, or
cash payment equivalents to the value of the
France Telecom shares in certain countries.

In a Cash Payment equivalent Plan, em-
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ployees do not receive FT shares but rather
a cash payment equivalent to the value of
France Telecom shares. The plan will be
subject to achieving a collective performan-
ce condition: the total operating cash flow,
accumulated over three years from 2011 to
2013, has to reach a certain amount. As the
vesting conditions will be very probably not
met, the Company has stopped recording
the share based payments liability and rever-
sed all of the entries done in 2011 - 2012
(EUR 788,000) through equity.

9. financial report for the year 2013

22. financial instruments

Risk management policies

The Company’s activities expose it to a va-
riety of financial risks, including mainly credit
risk. The Company’s overall risk management
programme focuses on the unpredictability of
financial markets and the economic environ-
ment and seeks to minimise potential adverse

effects on its financial performance.

Capital risk management

The Company manages its capital to ensure
that it will be able to continue as a going
concern while maximising the return to sha-
reholders and benefits to other stakeholders
through the optimisation of the debt and

equity balance.

The capital structure of the Company consists of
cash and cash equivalents, cash pooling (Note
10) and equity attributable to equity holders of
the parent, comprising issued capital, reserves
and retained earnings as disclosed in Note 12.

The Company reviews the capital structure
regularly. Based on the review and the General
Meeting’s approval, the Company balances its
overall capital structure through the payment of
dividends, the issue of new debt, or the redem-

ption of existing debt.

The Company monitors capital on the basis of the
gearing ratio. This ratio is calculated as net debt
divided by total capital. Net debt is calculated

as total loans (as shown in the separate balance

sheet) less cash and cash equivalents.

The gearing ratios as at 31 December 2013 and 2012 were as follows:

In thousands of EUR 31 December 2013 31 December 2012

Cash and cash equivalents (6,788) (5,219)
Financial (assets)/liabilities (6,102) 3,713
Net debt | (12,890) | (1,506)
Equity | 394,611 | 379,307
Net debt to equity 0% 0%
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Main categories of financial instruments:

In thousands of EUR 31 December 2013 31 December 2012

Cash and cash equivalents

Cash and cash equivalents 6,788 5,219
Current financial assets 6,102 -
Trade and other receivables 54,464 67,941
Financial liabilities

Current financial liabilities - 3,713
Trade payables and other liabilities 105,149 132,969

Financial risk management

The Company’s activities expose it to financial
risks in foreign currency exchange rates and
interest rates. The Company does not use

any official statistical methods for measuring
market risk exposures; however, management’s
assess-ments of the Company’s exposure to
those risks are described below:

Foreign exchange risk

The Company’s exposure is to changes in
USD, which represents a minor risk in respect
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of the US dollar’s position to the total amount
of liabilities/assets, and therefore no sensitivity
analysis was performed. The previous Compa-
ny’s exposure to changes in the EUR Exchange
rate was ended with effect from 1 January
2009 when EUR became the official currency
of the Slovak Republic. The Company ensures
that its net exposure is maintained at an accep-
table level by buying or selling US dollars and
other foreign currencies at spot rates when it is
necessary to address short-term imbalances.

The carrying amounts of the Company’s foreign currency denominated assets and liabilities at the

reporting date are as follows:

Currency USD

501 63 31

Interest rate risk

The Group’s Treasury department exercises
the policy of cash pooling of the Company’s
available funds to maximise economic returns
and to manage the cash optimisation and
centralisation under the best financial
conditions for most of the affiliated companies
(see Note 10). Such instruments are not
exposed to the risk of interest rate fluctuation.
Owing to the character of the financial liabilities/
assets, the Company does not assume any

risk relating to interest rate movements.

Credit risk

The concentration of credit risk with respect

to trade receivables is limited due to the large
number of customers served by the Company.
In addition, should a customer fail to pay any
due payment for services, the Company will limit
the customer’s outgoing calls and, thereatfter,

the provision of services will be disconnected.

Liquidity risk

Liquidity risk is the risk that the Company will
not be able to meet its financial obligations as
they fall due. The Company’s approach to
managing liquidity is to ensure that it will
always have sufficient liquidity to meet its
liabilities when due, under both normal and
stressed conditions, without incurring
unacceptable losses or risking damage to the
Company’s reputation. Management monitors
risks with rolling 12-month forecasts of the
Company’s liquidity reserve (comprising loan
facility and cash and cash equivalents) on the

basis of expected cash flows.

The Group’s Treasury department exercises the
policy of cash pooling the Company’s available
funds to maximise economic returns and to
manage the cash optimisation and centrali-
sation under the best financial conditions for
most of the affiliated companies (see Note 10).
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The following tables detail the Company’s
remaining contractual maturity for its non-
-derivative financial liabilities without provisions
in which the maturity is unknown. The tables

have been drawn up based on the undiscoun-

2013

Year end
In thousands of EUR effective
interest rate

Less than 3 months
1 month to 1 year

ted cash flows of financial liabilities based on
the earliest date on which the Company can be
required to pay. The table includes the principal

and interest cash flows if applicable.

5+ years

Non-current payables -

92 275 733 5,500 5,647

Non-interest bearing -

35,471 69,678 - -

Financial guarantee contracts -

Variable interest rate instruments

I T T

2012

Year end

¢ Less than 3 months 1-5
In thousands of EUR effective 5+ years

Non-interest bearing -

47,373 86,696 - -

Financial guarantee contracts -

Variable interest rate instruments 1.031%

3,713

TS ——
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The following tables detail the Company’s ex-
pected maturity for its non-derivative financial
assets. The tables have been drawn up based
on the undiscounted contractual maturities of

the financial assets including interest that will

2013

Year end
In thousands of EUR effective

be earned on those assets. The inclusion of
information on non-derivative financial assets is
necessary in order to understand the Compa-
ny’s liquidity risk management as the liquidity is

managed on a net asset and liability basis.

: Less than 3 months 1-5
5+ years

Non-interest bearing - 53,054 1,410 - -
Cash and cash equivalents 0.15% 6,788 - - - -
Variable interest rate instruments 0.446% 6,102

] =

2012

Year end

In thousands of EUR effective
interest rate

Less than 3 months 1-5

Non-interest bearing -

67,130 810 - - -

Cash and cash equivalents 0.08%

5,219 - - - -

Variable interest rate instruments

] e —
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23. related party transactions In thousands of EUR - 2013] 2012

Purchases
The immediate parent company and the France), respectively. Transactions with related France Telecom SA 12 804 10.639
ultimate controlling party of the Company are parties have been conducted under standard Orange Brand Services 9,483 10,495
Atlas Services Belgium, S.A., (from August business conditions. Receivables, liabilities, Orange CorpSec 1,073 1,073
2008, up to July: Wirefree Services Nederland purchases and sales with related parties are Orange Romania 926 563

_ ' ' _ ' Mobistar 655 212
B.V.) and France Telecom SA (incorporated in summarised in the following tables: Polish Telecom 059 740
In th ds of EUR 31D ber 2013 31D ber 2012 Orange France SA — -
n thousands o ecembper ecember PTK Centertel 307 303

Trade accounts receivable - current Other 540 756
France Telecom SA - cash pool account 6,102 -
Equant 3,386 1,925
PTK Centertel 7 60 In thousands of EUR 2013 2012
Polish Telecom 58 295 Sales
Orange Romania 66 18 France Telecom SA 8,321 8,937
Other 147 246 Equant 6,996 6,264

Orange Romania 232 294

Polish Telecom 584 1,352
In thousands of EUR 31 December 2013 31 December 2012

Orange CorpSec 126 121
Liabilities - current and unbilled supplies Other 286 225
France Telecom SA 1,181 8,230

16,884 17,586
France Telecom SA - cash pool account - 3,713
Orange Brand Services 2,193 2,360 The followi lated i " B Int int i el )
Mobistar =80 - e following related party transactions are ntra-group international telecom services
Orange CorpSec 90 90 applicable for the Company: — mobile and other telecom services with
Polish Telecom 11 245 B Management fees, brand fees — transactions other group companies; and
Orange France SA - 233 mainly with Orange Brand Services and Fran- B Shared products — mobile and other tele-
Other 237 269 . . . .

ce Telecom SA (ultimate parent company); com services with other group companies.

122 123



annual report 2013

24. information on income and emoluments of members of the statutory
bodies, supervisory bodies, and other bodies of the accounting entity

9. financial report for the year 2013

The income and emoluments of the Company’s body and other bodies are summarised in the
members of the statutory body, supervisory following table:
In thousands of EUR 2013 2012
Statutory body 48 48
Supervisory body 87 63
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25. operating leasing

Leases as the lessee technological premises, and land and rooftops
The Company is committed under operating for base stations. The future aggregate mini-
leases to terms ranging from 1 to 15 years, mum lease payments under non-cancellable
which relate primarily to office, retail space, operating leases are as follows:

In thousands of EUR 31 December 2013 31 December 2012
LLess than one year 4,646 2,373
Between one and five years 9,336 11,061
After five years 3,095 6,622
Total expenses for rent represent EUR 11 mill- The Company maintains evidence of assets
ion (2012: EUR 13 million) and primarily repre- under lease contracts.

sent office, retail space, technological premises
and land and rooftops for base stations and

other equipment.
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26. commitments and contingencies

Litigation

The Company is not involved in any legal
proceedings outside of the normal course of
business except for litigations for which pro-
vision was created (see Notes 13, 27). Manage-
ment does not believe that the resolution of

the Company’s legal proceedings will have a
material adverse effect on its financial position,

the result of the operations, or cash flows.

Commitments

The Company has CAPEX commitments in the
a amount of EUR 67,355,000, of which EUR
56,400,000 relate to investment in 4G licence
and EUR 7,130,000 relate to investments in

2G/3G network assets, and the remaining
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commitments relate to investments in other
long-life assets. The Company also has com-
mitments related to the purchase of handsets
in the total amount of EUR 31,600,000 (2012:
EUR 15,955,000).

Legal commitments
The Company gave guarantees to third parties
in amount of EUR 0,000 (2012: EUR 80,000).

9. financial report for the year 2013

27. critical accounting estimates, judgements, and key sources

of estimate uncertainty

The preparation of the financial statements
in conformity with IFRS as adopted by the
EU requires management to make judg-
ments, estimates and assumptions that
affect the application of policies and the
reported amounts of assets and liabilities,
income and expenses. The estimates and
the associated assumptions are based

on historical experience and various other
factors that are believed to be reasonable
under the circumstances, the results of
which form the basis of making judgments
about the carrying values of assets and
liabilities that are not readily apparent from
other sources. Actual results may differ from

these estimates.

The estimates and underlying assumptions

are reviewed on an ongoing basis. Revisions

to accounting estimates are recognised in the
period in which the estimate is revised, if the
revision affects only that period, or in the period
of the revision and future periods if the revision

affects both current and future periods.

The Company makes estimates and
assumptions concerning the future. The re-
sulting accounting estimates will, by efinition,
seldom equal the related actual results. The
estimates and assumptions that have a signifi-
cant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within

the next financial year are discussed below:

Estimated useful lives of property, plant,
and equipment and intangible assets

Useful lives, which are described in Note 3 (g) and
(h), are determined based on the Company’s best

estimate of the useful lives of long-term assets.

Estimated asset retirement obligation

The Company recorded an asset retirement
obligation for the retirement and decommi-
ssioning of base stations. Orange Slovensko,
a.s. places base stations on land, rooftops, and
other premises under various types of rental
contract. In estimating the fair value of the as-
set retirement obligation for the base stations,

the Company made a range of assumptions,
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such as the cost of removing network equipment

and remediating the sites and time of site usage.

Provision for litigation

Following the new consumer protection law
effective since November 2012, which foresees
the possibility of class actions, a consumer
association filed a litigation against Orange
claiming EUR 1 million on the grounds that
contractual penalties as executed represent
an unacceptable contract condition. In this
respect, the Company has decided to record
a provision in an amount covering 100% of the
claim. Subsequently, the Court ruled in com-
pany’s favor in March 2013, therefore the full

provision was released in April 2013.

In parallel, several isolated, individual claims
have been initiated by some customers to re-
-open, via an extraordinary procedure, closed
cases whereby judicial decisions condemned
customers to pay Orange contractual penal-
ties. Given this new legal & judicial context, the
Company has decided to record a provision

in an amount of 50% of maximum exposure in
December 2012. In 2013, the Company per-

formed further assessment of the provision for
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potential re-opened cases and the amount has
been updated, but the policy for the creation of

provision remained unchanged.

Provision for universal service costs

Under the currently-valid Telecommunications
Act, the Company is required to contribute
towards the costs associated with the provision
of so-called “Universal Service” mandated by
the Act and currently provided by Slovak Tele-
kom. Slovak Telekom (the incumbent operator)
is claiming the total net Universal Service costs
arising since January 2005 from all telecom
operators. The Telecommunications Office of
the Slovak Republic reserves the right to review
the calculation methodology that the incumbent
operator would deploy to identify the relevant
net cost components as well as the telecom-
munication operators’ market share. The timing
and amount of the claim to contribute towards
the net costs of the Universal Service that the
incumbent operator is entitled to request from
the Company are largely dependent upon the
results of the Telecommunications Office’s
resolution. During 2011, the Telecom Office
issued Decisions, which decided upon re-exa-

mination of the application of Slovak Telekom
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for payment of the net cost of providing Uni-
versal Service for the years 2005 — 2008. The
Telecom Office decided that the provision of
Universal Service between 2005 — 2008 did not
constitute for Slovak Telekom a disproportio-
nate burden, and that they should therefore not
receive compensation for their losses. Based
on the decision of TU from 26 June 2012, the
Slovak Telekom is not entitled for compensation
of costs related to rendering of Universal Ser-
vices in the period 2009 - 2010. Effective from

1 March 2012 TU explicitly defined conditions
for constitution of unfair burden. Based on the
Company’s preliminary assessment of such
definition, neither of these conditions has been
fulfilled for period 3-12/2012.

As the claim of Slovak Telekom for compensa-
tion for Universal Services costs was dismissed
by the Telecommunications Office for the peri-
od 2005 - 2010 as well as for the period from
March 2012 the conditions of unfair burden
were not met, the Company’s management
applied the same assumption for the period

1 January 2011 - 29 February 2012 and has
released the full amount of accumulated Uni-

versal Services provision in June 2012.

In December 2013 Slovak Telekom filed
another claim covering the period January
2011 — July 2012 (by doing so virtually ad-
mitting that due to the most recent legislative
update effective from August 2012 they no
longer consider themselves as bearer of such

unfair burden).

Even though the cases covering the previous
years (2005 — 2010) are still ongoing (as the ca-
ses have been returned by courts to Telecom-
munications Office for correction of procedural
deficiencies), the entity’s legal department is
confident that the final verdict of TU will be in
their favour, hence no provision is recorded at
December 31, 2013

Loyalty program

In 2011, a new handset subsidy scheme was
launched commercially, whereby the Company
provides a reduction in prices of mobile phones
for customers with or without a minimum com-
mitted contractual duration. The reduction is
based on the history of a customer’s bills during
the period when they were using services of
the Company without any committed contract

duration (so-called “backward subsidies”).
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Based on the assessment according to histori-
cal data from the period starting April 2011, the
Company estimates the potential amount of
revenue to defer - fair value of benefit granted
under the customer loyalty programme by
applying statistical technigues. Inputs to the
model include making assumptions about the
expected redemption rates, fair value of the

discount that will be redeemed in the future.

Due to missing reliable historical statistical

data for 2011, the Company did not assess

the effect of income that should be deferred in
connection with this loyalty programme and did
not account for any deferral as at 31 December
2011 but the whole deferral was recorded in
2012. As the programme has been stopped in

June 2013, the whole provision was released.
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Activation fees

Activation fees are deferred over the expected
customer retention period. This period is
estimated on the basis of the anticipated term
of the customer relationship under the arrange-

ment which generated the activation fee.

Financial crisis and economic recession
The Company’s management is monitoring the

impact of the financial crisis and the economic

recession on the Company’s business activities.

Management believes that the financial crisis
and recession has had no significant impact

on the Company’s business activities owing to
the nature of the Company'‘s activities, the large
number of customers comprising its customer
base, and the limited level of risk associated

with using external sources of financing.
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28. subsequent events

In January 2014, the Company has successfully
obtained a 4G licence in spectrums 800 MHz,
1800 MHz and 2600 MHz. The permit is final,
as none of the eligible parties (participants on
the auction) has filed an official allegation. The
licence was reported under off balance sheet

commitments at the end of 2013.

29. approval of financial statements

The financial statements were approved by the
Board of Directors and authorised for issue
on 13 May 2014.

£

Pavol Lanc¢ari¢

chief executive officer

No other events with a material impact on the

true and fair presentation of facts as presented
in these financial statements occurred after

31 December 2013 up to the preparation date

of these financial statements.

Antoine Guilbaud

chief financial officer
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