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Metodova 8, 821 08 Bratislava, Slovak Republic

35697270

3 September 1996

Joint-stock Company

Registered in the Bratislava | District Court Commercial Register
Section: Sa, Insert No.: 1142/B

Orange Slovensko, a.s. is the leading telecom-
munications company and the largest mobile
network operator in Slovakia.

It entered the Slovak market in 1997. As of 31
December 2018, Orange Slovensko, a.s. regis-
tered 2,799 million active customers in its mo-
bile network and further 203,000 customers
were using its fixed Internet and digital TV.
As of 31 December 2018, revenues of Orange
Slovensko, a.s. represented EUR 561,2 million.

Orange Slovensko, a.s. is a member of the global
Orange Group, which is one of the largest mobile
network operators and broadband Internet pro-
viders in Europe. As of 31 December 2018, reve-
nues of the Orange Group were EUR 41 billion,
with 264 million customers using its services in
27 countries of the world.

Orange is the leading mobile broadband Internet
provider, offering 3G and 4G networks. High-spe-
ed mobile Internet is available to 98% of the Slo-
vak population, whereby the Orange 4G network
is available to 93% of the Slovak population.
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Description of the Company

Orange Slovensko, a.s. is the first telecommu-
nication operator in Slovakia, which launched
the most up to date fixed next generation FTTH
network (Fiber to the Home), which is currently
available in 466 thousand households in 56 ci-
ties and towns in Slovakia. Orange Slovensko,
a.s. also offers fixed Internet and digital TV using
the DSL technology, which is available in most of
Slovakia.

The quality of Orange Slovensko, a.s. services
meets the criteria of the 1ISO 9001:2000 certifi-
cate. Additionally, the company holds an Envi-
ronmental Management Certificate, based on
the 1SO14001:2004 standard. Orange Sloven-
sko, a.s. is the leader in the field of corporate so-
cial responsibility and corporate philanthropy in
Slovakia, which is managed through the Orange
Foundation.

The Orange Group owns 100% of shares of Oran-
ge Slovensko, a.s., using Atlas Services Belgium.
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Company Bodies
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Board of Directors

Chairman
Pavol Lancaric¢

Members

Ivan Golian
Vladislav Kupka
Zuzana Nemec¢kova
Reza Samdjee

Supervisory Board

Chairman
Bruno Duthoit

Vice-Chairman
Christophe Naulleau

Members

Jean-Marie Culpin (since 30 July 2018)
Lubos Dubravec

Francis Gelibter

Stefan Hronéek

Marian Luptovsky

Ladislav Rehak

Marc Ricau

Mai de La Rochefordiere (until 30 July 2018)
Jean-Marc Vignolles (since 26 June 2018)

Company Management

Chief Executive Officer
Pavol Lancaric¢

Director of Human Resources Department
Ivana Braunsteinerova

ITN Director and Deputy CEO
Ivan Golian

Director of Customer Services Department
Vladislav Kupka

Director of Communications and Brand Department
Milos Lalka

Director of Strategy, Legal and Regulatory Affairs Department
Ivan Martak

Director of Commercial Department and Deputy CEO
Zuzana Nemeckova

Chief Financial Officer and Deputy CEO
Reza Samdjee
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Born in 1963. He graduated from the Faculty of Commerce at the Uni-
versity of Economics in Bratislava and received his PhD in 1991. Betwe-
en 1990 and 1992, he was a member of the Advisory Committee of the
Prime Minister at the Slovak Government Office. Since 1993, he has ta-
ken management positions in various multi-national companies. Since
1997 he has been working at Orange Slovensko, a.s., where he started
on the Sales Director position. Since 1999 he has been the CEO of Oran-
ge Slovensko, a.s. and is also serving as the Chairman of the Board.
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Born in 1974. She achieved her
master‘s degree at the Facul-

ty of Arts of Comenius University
in Bratislava. She has been wor-
king in the field of human resour-
ces management since 2002 and
had been active in several auto-
motive companies and retail busi-
nesses. Since 2011 she had been
working as HR Country Manager
at Lidl Slovak Repubilic, v.o0.s. She
started in the position of the Hu-
man Resources Director at Oran-
ge Slovensko, a.s., in 2018.

Born in 1964. He completed his university education at the Slovak Technical
University in Bratislava and achieved his PhD at the Department of Applied
Informatics and Automation at FMT STU. From 1993 he worked at the De-
partment of Electronics and Automation KIHO in Gent, Belgium and two ye-
ars later he began to work at the Digital Equipment Corporation as a project
manager for the banking and telecommunications sectors. In 1997, he joi-
ned the Orange Slovensko, a.s. company, where he had been working for
more than eight years as a member of the senior management, ITN Director
and Chief Operations Officer (CIO/CTO/COOQ). He became the Deputy Chief
Executive Officer in 2005. From 2006, he was a board member of VUB Bank
and also advanced to the Director of Information Technologies and Opera-
tions position. Since January 2009, he has been the ITN Director at Orange
Slovensko, a.s. and also has been the Deputy CEO and a Board member.

Born in 1974. He completed his stu-
dies at the Faculty of Philosophy of
the University of St. Cyril and Metho-
dius in Trnava. He started working
in sales in 1994 and has worked at
Orange Slovensko, a.s. since 1996.
He started his carrer in the compa-
ny as a customer centre employee
and continued as the Back Offi-

ce adviser a year later, then he wor-
ked as Deputy Manager. He worked
as Back Office Manager betwe-

en 2001-2006, later as Manager of
the B2C Department, and he has
been the Director of the Custo-

mer Service Department at Oran-
ge Slovensko, a.s. since July 2008.
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Born in 1975. He completed his studies in 1998 at the Faculty of Mana-
gement of Comenius University in Bratislava. He has worked at Oran-
ge Slovensko, a.s. since 2003, starting in the position of Advertising Ma-
nager. He became the Deputy Director of Communications and Brands
Department in 2012 and since 2013, he has been the Director of Com-
munications and Brands Department at Orange Slovensko, a.s.
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Born in 1964. He completed his studies
of journalism at the Faculty of Philosophy
of the Comenius University in Bratisla-
va. He accquired his technical educa-
tion in the telecommunications field at
the Slovak University of Technology in
Bratislava. He worked at the Internatio-
nal Telecommunication Union from 1992
and at the Telecommunications Exe-
cutive Management Institute of Cana-
da in Montreal in 1995. Since 1993, he
had fulfilled various managerial func-
tions at Slovenské telekomunikacie, S.p.
and since 2001 he has been the Direc-
tor of Strategies and Regulatory Affairs
Department at Orange Slovensko, a.s.

Born in 1970. She completed her studies at the Faculty of Commerce of the
University of Economics in Bratislava. She started working as an Executi-
ve Assistant in 1993 and later as Marketing Manager at the Tchibo Sloven-
sko spol. s r.o company. She became Director of Sales, Marketing, and the
Communication Department at Rajo a.s. in 1996. Since 2001, she has wor-
ked as Director of the Commercial Department at Orange Slovensko, a.s.

Born in 1974. He obtained his
master‘s degree at the Sorbon-
ne University. From 1998 to 2000,
he worked as a financial control-
ler for CROWN CORK & SEAL in
Oxford. From 2000 to 2017, he
worked in Orange France whe-
re he held several positions, the
position of the Controlling Direc-
tor for the B2B market in Fran-
ce was his last one in the compa-
ny. In Orange Slovensko, a.s., he
has been in the position of Chief
Financial Officer since 2017.
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Letter from the CEO

Ladies and gentlemen,
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the year 2018 was essential for us and also our
future direction. We went through a lot of impor-
tant activities, which we were able to successful-
ly implement in the dynamic telecommunications
market, as well as events we had to face.

We are no longer just a mobile operator. We are
constantly looking for and improving ways how
to serve all of the customers‘ needs. Our conver-
gence activities are our strategic priority. While
our continual leadership in the mobile services
market is the key prerequisite of our success in
the convergence market, it is not sufficient. Af-
ter we were able to acquire the premium TV con-
tent, we have started the TV match of the year.
Our customers can enjoy the atmosphere of the
best football matches at home in the highest qua-
lity on TV or from any place using their PC, tablet
or mobile phone, since in addition to our exclu-

sive sports content we introduced a new ways
of TV watching. Thanks to the continuous buil-
ding of our optical network, we are able to offer
it in 480,000 households via satellite or the Inter-
net; it is available almost to everyone in Slovakia.
We have successfully launched the TV match of
the year, but we are still just in the beginning and
there are many challenges ahead. If we success-
fully master them, we manage not only to score,
but be the winners in the end. We are able to fol-
low the positive trends in the fixed Internet mar-
ket, since we are becoming the number one cho-
ice also in this segment. Our value share keeps
growing. More than 45% of our fixed Internet cus-
tomers use an optical connection, but the num-
ber of people opting for a fixed LTE connection is
constantly growing. This is due the expansion of
our 4G network available for 93% of the Slovak
population.
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At the same time we are not forgetting about our
DNA and we are pleased we are still able to sur-
prise our customers with new and better servi-
ces in the field of mobile communication. Today,
people are using data services increasingly and
classic calling gave way to other forms of com-
munication. Our new product from last year, the
Non-stop Data packages, became the most su-
ccessful complementary service in the history of
Orange Slovensko, a.s. and the Together for Free
service is still at the forefront, even after 4 years
of its existence. Also thanks to this, we are able to
keep our position as the sole operator in 37% of
Slovak households.

All of these are strategic activities leading us to
our main goal. To offer a service package con-
taining everything the customers need for the-
ir communication. The Love service package re-
presents the best convergent offer in the market,
which is available almost to everyone in Slovakia
thanks to using different technologies.

Naturally, we have also focused on technological
innovation. The innovations we have introduced
are a compass, which determines the direction
of the entire telecommunications market. The in-
troduction of the eSIM card was a Slovak pre-
miere. Activities in the field of Internet of things,
such as smart parking or waste management, are

some of the novelties that show the customers
new ways of using technologies in everyday life.

Our long-term priority commitment is to keep
the trust of our customers. Their satisfaction is
our biggest reward. It is the customers and the-
ir loyalty that sets a mirror for us and our acti-
vities, which will not hide anything from the ob-
server. | am proud to say that we do not have to
be ashamed when looking in it, quite the contra-
ry. We were able to improve the overall customer
satisfaction, measured by using the MRS index.
Our loyalty program with benefits, along with all
the activities, also contributed to this. We are in-
terested in it even more, despite the fact that we
have recorded growth. In the past year, we have
implemented Staffino, a popular tool for getting
customer feedback, in all of our stores. The ove-
rall satisfaction of our customers with the servi-
ces offered by our contact points is almost 88%. |
would especially like to point your attention to the
retail stores, where the customer satisfaction is
at 92%, whereby the world benchmark is at 85%.
We have also improved the customer satisfaction
using the improved My Orange app. This applica-
tion offers the customers an even better custo-
mer experience, using a more intuitive and stre-
amlined form, which is in line with the latest trends
in mobile applications. By using this application,
the customers can check their used data, pay for

invoices, activate services directly through it or
get more information on current campaigns and
sales of Orange Slovensko, a.s. This was another
step that brought us closer to our customers and
facilitated their contact with us.

We would not have been able to achieve any of
this without the support and the initiative of our
1,161 employees. The aim of the currently starting
transformation and subsequent changes is for us
to be able to work better, faster and more effecti-
vely, since we want to become an even more at-
tractive and agile employer. The Top Employer
reward we received last year is yet another proof
for Orange Slovensko, a.s. that it implements the
highest standards in the field of human resources
management.

Ladies and gentlemen, we have witnessed a bre-
aking point this year. | am proud to say that the
company is consolidated. We have experienced
growth again last year and it looks like good ti-
mes are ahead. The company was able to defend
its market position and we are able to keep top
people among us. This was reflected also in the
financial indicators for the last year. Revenues as
of 31 December 2018 reached EUR 561.2 million,
which is a 1.2% year on year growth. Up to

23.1% of the mobile services revenues con-
sisted of the mobile data services, which were
EUR 93.8 million. The fixed services revenues are
becoming a more important part of our revenues.
They represent almost 6% participation on our
total revenues and their year on year growth was
14.5%, which represented EUR 31.7 million..

Please allow me to take the time to thank our sha-
reholders for their trust, without which we would
not be able to bring new, inspiring, and relevant
products and services to our customers. Further-
more | would like to thank our employees, who
are our most treasured capital, for their day-to-
day commitment and contribution to our suc-
cess. And last but not least, | would like to thank
our customers for dedicating their trust to us. |
look forward to the challenges of the year 2019.
| believe they will present as much as possible
inspiration, which we can use to connect people
with what they care for on a daily basis.

Pavol Lancaric¢
CEO and Chairman of the Board
Orange Slovensko, a.s.
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Slovak Telecommunications
Market in 2018
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The strong competitive environment causing pri-
ce erosion, as well as an ongoing regulation, are
the factors the Slovak telecommunications mar-
ket has been facing for several years by now. De-
spite these factors, which significantly impact the
activities of all players, and hence the market, we
recorded growth over the past two years. Com-
pared to the previous year, the total value of the

telecommunications market in 2018 increased by
approximately 2.3% and reached EUR 1,884 mil-
lion. Also in this year, we saw an increase of the
number of telecommunication operators’ custo-
mers in all segments. Compared to the previous
year, this number increased by 2% and reached
11.3 million active customers.

The development of the value of the telecommunications market in Slovakia
and the share of individual operators (in million EUR)

2016

766

748
554
270 218
[ |

2018

761
561
290 599
—

Total 1,816 Total 1,834 Total 1,884

Orange Slovensko
Slovak Telekom

02 Slovakia

UPC Broadband Slovakia
Other

After a decline in 2016 the telecommunications market
recorded a slight increase for the second consecutive
year in 2018.

Source: Data published by operators.

The development of the value of the telecommunications market
in Slovakia based on services (in milion EUR)

2016
872
371
184
125 138
A -
E— Y e—
total 1,816
2017
872
383
187
118 152
65 64
s I S e
total 1,841
2018
882
406
190 158
67 115 65
e I S e
total 1,883
Data Transfer . Mobile Voice Services Mobile telecommunications services revenues grew in 2018
i i after stabilization in 2017. The revenues from fixed services
Fixed Internet Paid TV and paid TV continued to grow.
Fixed Voice Services Other

Source: data calculated by Orange Slovensko, a.s
Mobile Data Services
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The segment of mobile services continues to hold
the dominant share on the value of the telecom-
munications market, valued at EUR 947 million,
which represents 51% of the total market value.
The value of mobile voice and SMS continues its
long-term decline, which is only partially com-
pensated by an increase of the mobile data re-
venues. The stabilization of the mobile voice data
revenues is mainly influenced by the changing
structure of the voice flat rates with an emphasis
on the value of the Internet in the mobile phone,
as well as a migration of prepaid services to billed
services. The segment of paid TV as well as the
segment of fixed Internet recorded a major year
on year growth. It represented 2.3% for the fixed
Internet and more than 5.6% for the paid TV.

2018 confirmed the growing demand of the Slo-
vak population for data services. The mobile data
and the fixed Internet markets saw an increasin-
gly dynamic growth of customers. The fixed Inter-
net segment recorded a 3% year on year growth
in the number of connections, which increased
the penetration of the fixed Internet in Slovakia
to 72%. Orange Slovensko, a.s. recorded a 5%
growth in this segment.

The number of paid TV subscribers grew by 1%
year on year. Today, the services of paid TV are
used by almost 93% of households, which can
now choose from a growing offer of channels, qu-
ality content and complementary services, such
as the TV archive, rental or TV access on different
devices using the Internet. Packages combining
different services from the same provider (voice +
Internet + TV) are becoming more popular. The-
se packages are now used by more than 1/5 of all
Slovak households.

The fixed voice services are the only segment
where we record a long-term decrease in the
number of users. The main reason for this is the
substitution of fixed connections by mobile voice
services and voice over IP.

The total number of mobile services users grew
by 2.8% to 7.14 million active customers, which
is an increase by almost 200,000 customers. We
still have a dominant share in this market with a
39% market share. The penetration of active SIM
cards reached 132%, whereby 11% of these are
mobile Internet customers, the number of which
grew by 1.5% year on year.

The development of the number of customers in the telecommunications market
(in thousands EUR)

2016
5,775
1,715
1,338 ’
245 1,005 48
= |
total 10,906
2017
5,818
1,713
1,366 ’
778 1,018 345
s s I
total 11,037
2018
5,991
1,723
1,407 ’
788 1,018 359
e s I
total 11,286

I8 Mobile Voice Services B Fixed internet
[ Mobile Data Services Paid TV

. . . Source: Data published by operators.
[ Fixed Voice Services Other (m2m)

The greatest dynamic in customer growth is in the data services
of mobile and fixed networks.
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Also in 2018, Orange Slovensko, a.s.
continued in its strategy of providing
families with everything they need
for their communication.

30

We have introduced several new products to our
customers in 2018, whereby all of them were ai-
med towards the main goal to offer families, hou-
seholds and customers everything they need for
communication and entertainment in a single
package. 2018 was marked by convergence and
active content, since after launching the satellite
and Internet TV, expansion of the optical network
and acquisition of exclusive and not only sports
content, we have been able to provide a conver-
gent offer to almost everyone in Slovakia.

In addition to these activities, we have not forgot-
ten about our main mission, which is to connect
people, wherever they are, and offer them the
most useful and suitable form of communication
in the digital age.

Of all the operators in 2018, the largest number of
customers, more than 632,000, decided to sign a

contract with Orange Slovensko, a.s., which re-
presents a 4% year on year growth and it also
proves that our strategic direction is correct.

As of 31 December 2018, Orange Slovensko, a.s.
had 2,799 million active customers of its mobile
services and 203,000 customers of its fixed ser-
vices, including 75,000 customers of the digital
TV, which represents a 12% year on year growth.
The number of customers of mobile data servi-
ces grew by 3% to 1.44 million customers and the
number of customers of the fixed Internet grew
by 5% to 185,999. In addition to the increase of
the number of data and fixed services customers,
Orange Slovensko, a.s. also saw an increase of
the combined base of customers, i.e. customers,
who - in addition to using a voice plan - use at le-
ast one more service. The number of these cus-
tomers grew by 3% year on year to 355,000.

Development of the Number of Orange Slovensko, a.s. Customers

Year ‘ 2016 2017 2018
Mobile services customers 2,882,606 2,834,436 2,799,427
Fixed services and digital TV, including LiteTV customers 189,244 192,854 203,352

Total of

‘ 3,071,850 3,027,290 3,002,779

The number of mobile services customers in 2018 declined by 35,000. This decline was caused primarily by the decline of
the prepaid services customers. The number of these customers has declined by 40,000 to 410,000.

Source: Orange Slovensko, a.s. internal data

We Have Made the Portfolio of
Plans More Clear and Attractive

In the past year we have introduced six new Go
plans, starting at 5 Euros/month. The new, innova-
ted and more attractive portfolio of plans contains
everything the Orange Slovensko, a.s. customers
need and actively use. Unlimited calls and messa-
ges to all networks are available starting at 20 Eu-
ros/month and the Together for Free group can be
created at monthly payments of 15 Euros. Since
the customers want to have a fast Internet directly
in their mobile phones, we have added data to tho-
se plans, which did not contain them in the past,
and we have significantly increased them in most
of the rest of them, up to 20 GB.

More than half a million users is a proof that our
customers appreciate the changes of plans we
have made. Most of the customers, almost a quar-
ter of them, opted for the Go 30 plan.

Together for Free is long-term one of our most su-
ccessful services. As of 31 December 2018, it was
used by as many as 614,640 customers, where-
by 38% of the groups consist of at least 5 mem-
bers. One for Free group makes calls of 278 minu-
tes on average and sends 83 SMSs. We frequently
reward individual group members. In the past year,
we have donated extra data to each member of
the groups. The popularity of this service is pro-
ven also by the fact that the number of groups has
grown by 13,000 year on year and the total number
of customers has grown by 32,000.
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Our Clients Fully Experience
the Data Age

We live in a digital age, which witnesses an ever-
growing customer demand for connectivity, fast,
and quality Internet connection, as well as its ser-
vices. The customers want to be online any time
and any place. Orange Slovensko a.s. facilita-
tes this through its quality network and rich offer
of top devices and data services. Today, 85%
of smartphone users use Internet in their mobile
phones and their usage keeps growing. Smart-
phones made up almost 90% of all phones sold
in the past year.

Development of the Number of
Mobile Data Services Customers

More and more customers are interested in mobile
data services in the largest and fastest mobile network
from Orange Slovensko, a.s. Their number increased
by 44,000 year-on-year.

Source: Orange Slovensko, a.s. internal data

Last year, 8,700 new customers appreciated the
quality, stability and performance of the new fixed
Internet. Customers using optical connection can
enjoy a higher speed of up to 1 Gbit/s since last

32

Towards the end of the year, we have introduced
four unique Nonstop data packages, namely Chat,
Social Networks, Music and Video, for customers
who take advantage of the online world by using
their smartphones and they spend their time on
social networks, streaming videos, listening to mu-
sic or chatting. The packages allow for unlimited
access to certain types of mobile apps. The Non-
stop data packages enjoy increasing popularity.
Towards the end of 2018, only a couple of weeks
after their introduction, they were used by almost
40,000 plan and mobile Internet customers, star-
ting at 15 Euros/month.

1,350,964

1,393,620

1,437,933

year and we have made the fixed 4G Internet

more attractive by adding new complementary
services.

Development of the Number of
Customers Using Fixed Internet
of Orange Slovensko, a.s.

The number of customers using fixed Internet
increased by 5% year-on-year. The Home 4G Internet
experienced the biggest growth of up to 78%. 30,000
customers used this type of connection by the end of
the year.

Source: Orange Slovensko, a.s. internal data

The yearly increase of data consumption reflects
customer behaviour. Towards the end of the year,
Orange Slovensko, a.s. customers using mobile
data networks transferred 17% more data than in
the same period of the previous year, whereby al-
most 70% of the total volume of 23.7 mil. GB of

Development of Mobile

161,422

176,343

185,048

2016

data was transferred using the 4G network. This
volume of data transferred using the 4G network
represents a 1.7 times year on year increase of
data traffic. We expect this trend to continue and
we will continue to meet our customers’ expecta-
tions with our products.

Network Data Traffic 15,632,057,375 MB 2016

The increase of data traffic was driven by

the quality of the network, sufficient number

of available devices, the data volume 20,689,510,134 MB 2017

we have added to the plans, as well as
complementary services, so the customers
do not have to compromise.

Source: Orange Slovensko, a.s. internal data 24.305.418.079 MB

2017

2018

2018
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Also because of this, EUR 70 million of the
EUR 96 million total investment volume was in-
vested in the field of networks. Primarily, we invest
in customer satisfaction - in other words - in ex-
panding the coverage, skeletal networks and mo-
dernization of mobile networks with the aim of in-
creasing capacities, providing new services and
coverage. Last but not least, a major part of in-
vestments are technology innovations. We have
introduced the eSIM technology in Slovakia and
we have made it possible for our customers also to
use the RCS communication. The availability of the
fast 4G mobile Internet increased in 2018 by 3.1%
to 93% of the total population coverage. 93.1% of
the Slovak population in 140 cities and 1,714 towns
had coverage of the 4G network towards the end
of 2018. In addition to expanding the LTE network,
the company has continued to build the optical
network, which it expanded to 20 new towns.

Football Transfer of the Year
and New TV Options

2018 was full of major events for Orange Sloven-
sko, a.s., especially in the field of TV. We stren-
gthened our market position in the field of TV con-
tent through different activities, such as expanding
our sports content and introducing new ways of
watching Orange TV.

In the first half of the year, we have announced
one of the biggest transfers of the year on the Slo-
vak TV market. We were able to acquire the bro-
adcasting rights for the UEFA Champions League
for Slovakia. We will broadcast it exclusively at le-

ast for the next three seasons, until the summer
of 2021. For the sports fans, we have also laun-
ched a new TV network called Orange Sport, whe-
re we broadcast the above mentioned premium
football as well as other rich content, such as the
Slovak Fortuna football league, Slovak and Czech
ice hockey, MMA matches, basketball and other
sports content.

In August we have introduced new ways of wat-
ching our TV services, when Orange TV became
available via the satellite and the Internet. Rich and
exclusive sports content, as well as content for
movie fans and children, offered by Orange Slo-
vensko, a.s. is thus definitely available practical-
ly for everyone in Slovakia. Furthermore, we have
made it possible to purchase short-term sports
content, for a day or for a month, also available for
customers of our competitors — it is sufficient to
send a SMS and Orange Sport becomes available
on the customer’s tablet or smartphone.

Improved Love Service Packages
Available for Aimost Everyone

An improved and clearer convergent offer of the
Love service packages was a natural answer to
the new offer of the Go voice plans as well as im-
proved TV. The Love service packages are cur-
rently available at four price levels in order to suit
all customers and their specific needs. These pac-
kages contain everything the customers need for
their communication. All of our activities were ai-
med to be able to provide the best combination
of mobile and fixed services in one package from

one operator to the customers, such ones that will
cover the needs of the entire household at bargain
prices with many other benefits.

If the customers opt for the Go voice plan with unli-
mited calls and extra data, they will also get a fixed
Internet and digital TV with exclusive content using
the best technology available at their address. For
customers not covered by the optical network the
Love and Orange TV package is available via sate-
llite and using a fixed 4G Internet.

Internet of Things Using
Own Infrastructure

Over the past year, we have intensely focused on
the area of Internet of things (loT) in Orange Slo-
vensko,a.s. We have commercially launched our
own low-energy LoRa network in cooperation with
the Unicorn Company and together with the stu-
dents of the Slovak Technical University in Brati-
slava we have launched ZAPARKUJ.TO - a com-
mercial solution of city parking. Our ambition in the
area of Internet of things is to provide our custo-
mers not only Internet connection, but a complete
solution, from sensors and devices, connectivity
and network connection, management platforms
of connected devices, data processing and analy-
sis, up to their evaluation and visualization.

Communication Knows No Boundaries
Since the roaming rates have been cancelled, the

customers communicate significantly more than
they have before the regulation entered into for-

ce, even though also at those times they were able
to communicate abroad for the same costs as at
home. This year witnessed also an increase of
communication in roaming; however, it is slightly
lower when compared to the previous year. Voi-
ce traffic increased by 50% and data almost by
200%.

It is still true that more Slovaks go abroad than fo-
reigners come to Slovakia, so there are more Slo-
vaks, who use roaming compared to the number
of foreigners, who use our network. Orange Slo-
vensko, a.s. customers generate almost two ti-
mes higher data traffic and three times higher voi-
ce traffic in roaming than foreigners do in Slovakia.

More than 30,000 customers opted for convenient
communication using the roaming packages. The
most used and the most preferred is the My World
package, which is becoming increasingly popular,
as well as other packages, designed for communi-
cation outside of the EU.

Orange Slovensko, a.s. customers have used
their mobile phones mostly in the Czech Repub-
lic, Austria and Germany, and outside of the EU
in Switzerland, USA, Turkey and the UAE. On the
other hand, foreign users from the EU, who were
using our network, are mostly from the Czech Re-
public, Austria, Germany, Poland and the UK. As
for customers outside the EU, they were mostly
from Switzerland, USA, Israel, Turkey, Russia and
China.
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Socially responsible business is a crucial strate-
gic pillar of Orange Slovensko, a.s. In this regard,
we believe that continuously sustainable is only
the way of business-making, which balances the
commercial goals of the enterprise and their im-
pact on society. The strategy of the socially res-
ponsible business of Orange Slovensko, a.s. is
based on the system of auditing and reporting.
The collection of the environmental indicators is
carried out quarterly, and the collection of so-
cial indicators is carried out once a year. Regular
overview of the environmental data and their eva-
luation enable us to monitor the following of busi-
ness principles in practice.

The elementary document used by the develo-
pment of our business activities, is the Policy of
quality, environment, occupational health and
safety. In Orange Slovensko, a.s, this policy is im-
plemented by the introduction and continuous
improvement of the quality management system,
environmental management system, and the oc-
cupational health and safety management sys-
tem in accordance with the international stan-
dards ISO 9001, ISO 14001 and OHSAS 18001
along with active participation of all employees.

Environmental Attitude

In Orange Slovensko, a.s. we look very complexly
on the environmental impact of our business; we
strive to find meaningful options of how to mini-
mize and eliminate this impact. Environmental ac-
tivities and projects often support our ambitions
in the field of digitalization and useful utilization
of new technologies by our employees or custo-
mers. For example, already more than 750,000
of our customers using the fixed payment tari-
ff use the benefits of electronic invoice. In 2018,
their share from the total customer base reached
the value of more than 73%. The benefits are mu-
tual — the customers received the option of we-
ll-arranged archiving and searching in their invo-
ices, and we can decrease the consumption of
paper, so we are able to fulfil our environmental
commitments.

With the same objective, we have also introduced
technological solution by the conclusion of the
contracts or other documents. Our customers
have the possibility to sign these documents
electronically, by the electronic biometric signa-
ture eSign. Besides the non-negligible ecological
effect, another contribution of this solution can be
seen also in a significant decrease of costs on
scanning, processing and archiving documenta-

tion, lowering the postal costs, as well as faster
processing of orders and requests in any subsi-
diary, higher level of comfort and safety.

Regarding the consumption of electricity, which
is the biggest indirect producer of the CO2, we
have pledged to decrease the production of CO2
by 20% until 2020, which is to be achieved by
various activities of our company — from introdu-
ction of the automatic computer switch-off after
working hours, through the optimization of tech-
nological areas, online monitoring of the network
energetics, up to some effective solutions, which
will be applied by the operation of our networ-
ks. In this regard, we build more and more so-
lar energy-powered base stations. Currently, the-
re are 36 such stations in Slovakia and we plan to
increase this number gradually.

Moreover, our employees themselves are the su-
pport of our environmental attitude. There is one
very popular activity, the “green initiative” called
Bike to Work, which aims to support building of
bicycle routes in Slovak towns and to encoura-
ge employees from various companies in using
bicycles as the alternative transportation method
for commuting to and from their workplace. Addi-
tionally, this initiative acts as a support for decre-
asing the amount of harmful exhaust emissions
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in towns. In 2018, totally 92 employees of Oran-
ge Slovensko, a.s. have joined this activity. In one
month of this activity duration, they have made
11,240.20 km on bicycles, so they have saved
2786.23 kg of CO2.

In 2018, Orange Slovensko, a.s. has added 10
hybrid vehicles into its car pool. These vehicles
bring the most modern technologies, including
the hybrid technology, for ensuring the low-emis-
sion transport used for business trips of our em-
ployees. There are also two electric cars, which
we have been using already for a long time for the
same purpose, and in 2018, we have driven about
5,000 km, thanks to which we have saved about
650 kg of CO2, compared to cars with common
internal combustion engine.

One of our long-term activities, which are mea-
ningful also from the point of view of our busine-
ss, is the collection of waste mobile phones. In
2018, we have collected approximately a ton of
batteries from mobile phones and 75,333 mobile
phones, that represents 22.16% from the total
number of mobile phones released to the Slovak
market. Thus, we have managed to avert getting

approximately 9 tons of electronic waste into the
communal waste and in trash dumps. By me-
ans of our traditional competition in the shops of
Orange Slovensko, a.s., which we organize every
year, 7th time in a row now, we can connect eco-
logical, charity and entertaining element in one
useful project, in which Orange Slovensko, a.s.
donates 50 cents to a concrete non-profit orga-
nization for each mobile phone returned within the
current collection period. Until now, thanks to this
activity and customers’ initiative, we could collect
and donate about 25,000 Euro to non-profit or-
ganizations. Last year, the collection was supple-
mented also by the mobile phones returned on
music festivals, concerts and at Slovak schools,
where we could collect more than 25,000 mobile
phones from students, for whom this activity also
had an educational aspect.

It is not necessary to point out the elementary
principle of the waste sorting and waste separa-
tion, for which we have allocated suitable contai-
ners in our shops, administrative buildings and in
the archive building of our company. In 2018, we
have successfully separated 66,126 tons of paper
and 1.99 tons of plastic bottles.

The ethical rules described in the Code of Ethics
must be respected and followed. Our employe-
es are obliged to regularly participate in trainings
and e-learning courses dealing with ethics, which
on concrete examples from the practice encoura-
ge their way of thinking and acting within the bor-
ders of the moral and ethical behaviour declared
by the ethical rules of Orange Slovensko, a.s.. In
case the employee wants to give a notice about
the breach of the ethical rules, besides the stan-
dard contacts, such as the superordinate or the
ethical consultant, he/she can anonymously and
directly contact Orange Slovensko, a.s. in form
of a letter or an email by means of the so-cal-
led whistleblowing mechanism. The procedu-
re of “Controlling Environment for Preventing the
Frauds and Anti-fraud Policy” emphasizes the
zero tolerance of our company toward frauds.
In the connection with the Code of Ethics of the
Orange company, in 2012, we have adopted also
the document called the Anti-Corruption Policy.

Similarly, we are very strict also in the busine-
ss ethics of our business partners and we prefer
those, who have certain certification according to
the field of their operation. First of all, we focus
on the fact, whether they follow the regulations

and norms effective in the European Union, and
whether their business activities are ethical and in
accordance with the laws of the Slovak Republic.
However, we perform also some extended eva-
luations of selected suppliers with the focus on
safety and environmental effects of their busine-
ss activities, as well as on some business-ma-
king aspects, which are globally perceived very
sensitively (as, for example, child labour). The Su-
ppliers’ Code of Conduct is effective for all su-
pplying activities managed by Orange Slovensko,
a.s. From our suppliers, we expect following and
promoting these basic rules in their whole ope-
ration range in accordance with the contract at-
tachment stating that the supplier is obliged to
follow all legal provisions effective in Slovakia,
the European Union, as well as all international-
ly accepted norms related to ethical and respon-
sible behaviour, mainly the rules related to human
rights, protection of environment, sustainable de-
velopment, bribery and corruption.

Orange Slovensko, a.s. is a member of the Ad-
vertising Board, and within the communication,
marketing and sales approaches, it applies ethi-
cal rules and responsible approach towards con-
tent creation.
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We Care about Digital Literacy and
Safety of Children on the Internet

Nowadays, digital technologies are an insepa-
rable part of our everyday life. These technolo-
gies can make our life easier and more pleasant.
In the context of our business, we really support
this trend; however, we always strive to encoura-
ge our customers to use technologies in a wise
and responsible way. In Orange Slovensko, a.s.,
we think that it is fair to talk openly about all risks
brought by the digital era, but on the other hand,
also to offer effective solutions of how to elimina-
te risks.

Back in 2006, our company - as the first telecom-
munication operator - pointed out the increasing
trend of the internet risks in a campaign focused
on increase of awareness associated with all ne-
gatives arising from the use of mobile phones
and of the internet among children. Since then,
we have been regularly monitoring the current si-
tuation and responding to the current develop-
ment and movement of this issue. In cooperation
with experts, we organize free workshops and in-
formation-educational activities, which help pa-
rents, teachers and children familiarize with this
issue and find the right balance between benefits
of the communication technologies and risks of

the online world. In 2018, we have organized 232
interactive lectures with participation of 3,971 pu-
pils of elementary schools and high schools from
all regions of Slovakia, as well as teachers, pa-
rents and non-governmental organizations wor-
king with children. The basic platform and the
educational tool containing information, experts
advice, tests in form of a game or inspirations and
tips from the child psychologist, is our webpage
www.detinanete.sk.

We are Changing the World to
a Better Place, and We Support
the Good Deeds of Others

Technologies alter our everyday life and our ha-
bits. In Orange Slovensko a.s., through our Foun-
dation and other charity projects, we put much
effort into changing our surroundings and the
whole world to a better place. We are engaged
in the areas, in which we feel it is necessary, me-
aningful, and we can support these areas in a
long run not only financially, but also by directing
the attention of the public and media to the given
problem, as well as by the support of useful ideas
and projects of active people.

In 2018, we have helped in form of several mobile
financial fund-raising campaigns, such as those,

which were realized within the cooperation with
our long-term partners “Friends of Children UNI-
CEF”, “Magna” and “Dobry anjel” (“Good Angel”),
or within the DMS system or by means of occa-
sional financial contributions from the donators.
In 2018, we have organized 17 fund-raising cam-
paigns in total and thanks to all of them we co-
uld collect more than 850,000 Euro. The collected
money is always sent to help in full amount.

Orange Foundation and
Its Small - Big Deeds

Right from its establishing, the Orange Founda-
tion systematically directs its support into the
field of education, community development and
support of deficit groups. Besides the grant su-
pport of useful ideas helping the community de-
velopment, volunteering, and looking for solutions
— may they be local or socially wide, it develo-
ps also long-term partnerships with non-govern-
ment organizations, and with their help, it is able
to fulfil its mission. Last year, it has successful-
ly reallocated more than 490,000 Euro and has
supported 499 public pro bono projects; the
program e-Schools for the future at elementa-
ry schools and high schools was supported by
the amount of 50,000 Euro in 48 projects focu-
sing on responsible and safe use of communica-

tion technologies by children. In the very popu-
lar pre-Christmas grant program called “Donate
Christmas”, it has reallocated the sum of 51,473
Euro, and so it has supported 327 requests.

A very significant basis for the area of educa-
tion is the education-community workshop Lab
powered by the Orange Foundation, which has
continued in 2018 in its educational activities for
the public, as well as for specific groups of peo-
ple. From its opening, more than 500 people have
already participated in these workshops and va-
rious educational activities have been organized
in its premises — such as Makers of Slovakia, stu-
DIYo, Meet and Code, KID or other workshops
not only for schools and special organizations.

In 2018, it was the 9th year of awarding the Prize
of the Orange Foundation, which is a unique pri-
ze of its kind in Slovakia. This prize points out the
work of non-government organizations for their
exceptional contribution in the field of education,
community development and social inclusion.
The foundation has awarded the laureates by fi-
nancial support in the total value of 45,000 Euro.
Traditionally, also the special Award for the Per-
son Active in the Civic Engagement or the Public
Award was given to the winners of public voting.
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The Orange Foundation
Confirms Its Transparency

After a year, the Orange Foundation was repea-
tedly awarded the certificate for the open appro-
ach towards publishing information about its ac-
tivity in accordance with the Code of Transparent
Enterprise Foundation and Foundation Fund,
which is awarded by the Association of Enterprise
Foundations with the aim to strengthen transpa-
rency of the third sector environment. The Code
of Transparency binds the enterprise foundations
and the foundation funds to publish the informa-
tion about their activities systematically and in
detail over the extent of the effective legislation.

Employees of Orange Slovensko,
a.s. and Their Small - Big Deeds

Employees of Orange Slovensko, a.s. participate
actively and on long-term basis in voluntary and
public pro bono activities, as for example in col-
lection of clothes, blood donations, as well as with
their own projects and ideas. In cooperation with
the National Transfusion Station, 125 of our em-
ployees donated blood during the last year, which
was 55 litres of blood in total. 37 of our collea-
gues dedicated their free time for the realization
of projects supported through the Employees’

Grant Program. Thanks to collection of clothes, in
2018, our employees donated more than 500 kg
of clothes, which were sent to six non-profit orga-
nizations and a crisis centre taking care of people
in need. The annually organized company-com-
munity activity “Our City” is the biggest event of
enterprise volunteering in Central Europe.

We Share the Experiences and the
Emotions of Sport and Music Fans

In the field of sponsoring, in 2018, our priority was
to bring unique experiences and emotions to the
customers and fans, which they could share with
their relatives or across the world thanks to our
technologies and services.

Thanks to the partnership with the biggest Slovak
festivals Pohoda and Grape, we could bring very
beneficial services into their areal, which provi-
ded maximal comfort to visitors and organizers
with help of technological equipment, high-qua-
lity coverage, service and the zone full of fun and
practical services. Thanks to this, we have set a
new record during the festival Pohoda 2018, when
the amount of transferred data has increased by
46.5% compared to the previous year, while the
data transfer within the 4G network has increa-
sed by 112 %. A similar positive trend was recor-

ded also in connection with utilization of the use-
ful festival app Pohoda 2018 powered by Orange
Slovensko, a.s., which was downloaded and acti-
vely used by more than 22,290 people.

In 2018, a unique ice hockey competition of
young talents Orange Slovensko, a.s. Mini hoc-
key Tour “played” its 10th year. Orange Sloven-
sko a.s. is in the position of the general partner of
this event from its very beginning, and we consi-
der this tournament as an opportunity for young
hockey players to gain player experience, as well
as an area for experiencing real sport emotions
and joy fro ice hockey together with coaches, te-
ammates, family or fans. In total, six best teams
of regional rounds fought for the trophy and the
participation on the Summer Ice-Hockey Camp

organized by Marian Gaborik. These teams were
the winners of regional matches of 41 teams from
all regions of Slovakia, consisting of more than
900 ice-hockey talents.

Last year, we have also supported individual
athletes, the Slovak Volleyball Association, ca-
noe slalom, the Slovak Paralympics Committee,
the Slovak representation in the preparation, as
well as the Slovak representation during the Ice
Hockey World Championship in Copenhagen, the
project HK Orange 20, the representation of Slo-
vak ice hockey players U20 in Buffalo, and some
other projects and organizations.
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Independent Auditors’ Report

To the Shareholder, Supervisory Board and Board of Directors
of Orange Slovensko, a.s.:

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Orange Slovensko, a.s. ("the Company”),
which comprise the statement of financial position as at 31 December 2018,
statements of profit or loss and other comprehensive income, changes in equity and

cash flows for the year then ended, and notes to financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Company as at 31 December 2018, and of its financial
performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the European Union.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing
(“ISAs”). Our responsi es under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section. We are
independent of the Company in accordance with the ethical requirements of the Act
No. 423/2015 Coll. on statutory audit and on amendments to Act No. 431/2002 Coll.
on accounting as amended (“the Act on Statutory Audit”) including the Code of Ethics
for an Auditor that are relevant to our audit of the financial statements, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of the Statutory Body and Those Charged with Governance for the
Financial Statements

The statutory body is responsible for the preparation of the financial statements that
give a true and fair view in accordance with International Financial Reporting
Standards as adopted by the European Union, and for such internal control as the
statutory body determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the statutory body is responsible for assessing
the Company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting
unless the statutory body either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

A

Those charged with governance are responsible for overseeing the Company’s
financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

+ |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the statutory body.

Conclude on the appropriateness of the statutory body’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent t
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significan it findings,
including any significant deficiencies in internal control that we identify during our audit.

b gl

Report on Other Legal and Regulatory Requirements
Reporting on Information in the Annual Report

The statutory body is responsible for the information in the Annual Report prepared in
accordance with the Act No. 431/2002 Coll. on Accounting as amended (‘the Act on
Accounting”). Our opinion on the financial statements, mentioned above, does not
cover other information in the Annual Report.

In connection with our audit of the financial statements, our responsibility is to read the
Annual Report and, in doing so, consider whether the other information is materially
inconsistent with the audited financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

The Annual Report was not available to us as of the date of this auditors’ report.

When we obtain the Annual Report of the Company, we will consider whether it
includes the disclosures required by the Act on Accounting, and, based on the work
undertaken in the course of the audit of the financial statements, we will express an
opinion as to whether:

= the information given in the Annual Report for the year 2018 is consistent with the
financial statements prepared for the same financial year; and

= the Annual Report contains information according to the Act on Accounting.

In addition, we will report whether we have identified any material misstatement in the
Annual Report in light of the knowledge and understanding of the Company and its
environment that we have acquired during the course of the audit of the financial
statements.

23 April 2019
Bratislava, Slovak Republic

Auditing company:
KPMG Slovensko spol. s r.o.
License SKAU No. 96
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Separate Statement of Financial Position as at 31 December 2018

31 December 2017 1 January 2017

In thousands of EUR 31 December 2018

(restated)* (restated)*

Equity and liabilities

31 December 2017 1 January 2017
(restated)* (restated)*

In thousands of EUR

31 December 2018

Share capital 39,222 39,222 39,222
Non-current assets
Reserves 15,260 15,260 15,260
Property, plant and equipment 4 373,608 355,783 342,830 . .
Retained earnings 208,416 189,090 262,023
Intangible assets 5 127,991 146,980 162,243 .
Profit for the year 74,297 91,303 0
Investments in unconsolidated subsidiaries 6 306 306 106
337,195 334,875 316,505
Non-current receivables 9 12,259 11,624 8,869
Contract assets 10 12,345 13,465 12,548 .
Non-current liabilities
Cost to obtain contract 10 1,951 1,679 1,669 .
Provisions 15 29,831 26,751 28,626
Other non-current assets 31 32 31
Long-term debt/loan 14 100,000 210,000 210,000
528,491 529,869 528,296 o
Deferred tax liabilities 7 10,396 26,607 26,309
Non-current payables 15 13,492 15,441 17,050
Current assets
158,719 278,799 281,985
Inventories 8 23,867 19,136 15,691
Trade and other receivables 9 75,777 89,790 65,715 .
Current liabilities
Contract assets 10 48,403 48,228 51,553 .
Current income tax payable 21 10,080 4,102 0
Cost to obtain contract 10 7,167 6,619 6,277
Short-term debt/loan 14 110,000 0 0
Other assets 8,448 4,266 4,293 o
Trade payables and other liabilities 16 93,997 97,793 83,721
Current financial assets 11 28,132 29,713 21,834 o
Contract liabilities 10 21,713 20,677 20,326
Current income tax receivable 0 0 3,347 o
Provisions 15 0 1 1
Cash and cash equivalents 12 6,519 8,820 6,090 .
Deferred income 100 194 558
198,313 206,572 174,800
235,890 122,767 104,606
Total assets 726,804 736,441 703,096
Total assets 726,804 736,441 703,096

* The effects of IFRS 15 application are described in Note 2 o . .
* The effects of IFRS 15 application are described in Note 2
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Separate Statement of Comprehensive Income for the Year Ended 31 December 2018 Separate Statement of Changes in Equity for the Year Ended 31 December 2018

In thousands of EUR | Note | 2018 | 2017 (restated)* In thousands of EUR ‘ Note ‘ Share capital Reserves Retained earnings
Revenues 17 559,583 552,013

Balance as at 1 January 2017 (as reported) 39,222 15,260 210,596 265,078
External purchases 18 299 421 -306.351 Effect of IFRS 15 application 0 0 51,427 51 427
Other operating expenses 19 -14.824 -15.763 Balance as at 1 January 2017 (restated - IFRS 15)* 39,222 15,260 262,023 316,505
Other operating income 19 5,718 38,986 Total comprehensive income for the year
Wages and contributions 20 -47,463 -45,716 Profit for the year (restated - IFRS 15)* 0 0 91,303 91,303
Impairment loss on trade receivables and contract assets ** 9 -2,585 -2,685 Share based plan 0 0 67 67
Amortisation and depreciation expenses -99,296 -95,175 Transactions with shareholders

Dividends paid 0 0 -73,000 -73,000
Operating profit 101 712 125 309

Balance as at 31 December 2017 (restated - 39,222 15,260 280,393 334,875
Interest income 16 101 IFRS 15)*
Interest expenses -2,204 -2,449
Other finance expenses -55 -13 Balance as at 1 January 2018 (restated - IFRS 39,222 15,260 280,393 334,875

15)*
Other finance income 28 216

Effect of IFRS 9 application 0 0 -370 -370
Profit before tax 99,497 123,164

Bal 1 201 -IFR ,222 15,2 280,02 4,
Income tax 21 -25,200 -31,861 9)3 ance as at 1 January 2018 (restated S 39 5,260 80,023 334,505
ORI T s/ ST Total comprehensive income for the year

Profit for the year 0 0 74,297 74,297
Other comprehensive income 0 0

Share based plan 0 0 393 393

Transactions with shareholders

Total comprehensive income for the year

Dividends paid 0 0 -72,000 -72,000

Total comprehensive income attributable to:

Owners of the Company 74,297 91,303 Balance as at 31 December 2018 39,222 15,260 282,713 337,195

* The effects of IFRS 9 and IFRS 15 application are described in Note 2 The effects of IFRS 9 and IFRS 15 application are described in Note 2.

** Amendments made by IFRS 9 to IAS 1 introduced additional line items that are required to be presented in the statement of other
comprehensive income. The Company has not presented them because during the period it did not have events or transactions to be
reflected in those line items.
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Separate Statement of Cash Flows for the Year Ended 31 December 2018

2017 2017
In thousands of EUR (restated)* In thousands of EUR ‘ Note ALl ‘ (restated)*
Purchase of property, plant and equipment and intangible assets 4,5 -98,199 -93,038
Taxes 21 25,200 31,861 Acquisition of subsidiary 0 -200
Dividend income 0 -250 Proceeds from sale of non-current assets 283 7,666
Interest expenses 2,203 2,449 o )
(Increase) in financial assets 1,582 -7,880
Interest income -16 -101
Depreciation and amortisation of tangible and intangible assets 4,5 99,296 95,174
. o Net cash outflow from investing activities
(Decrease) in provisions 15 2,954 -2,306
Increase / (Decrease) in value adjustment to receivables 9 -409 1,379
Gain on sale of property, plant and equipment 19 -223 -7,494 Changes in current financial liabilities 11 0 0
Share based compensation 392 66 Increase in long-term loan net of arrangement fees 14 0 0
Dividends paid 13 -72,000 -73,000
Profit from operating activities before changes in working capital 203,053 212,278
(Increase)/Decrease in trade and other receivables and other assets 9,115 -28,213 : . .
Net cash outflow from financing activities
(Increase)/Decrease in contract assets and contract liabilities 688 1,919
(Increase)/Decrease in inventory 8 -4,090 -3,642
Net increase /(decrease) in cash and cash equivalents -2,301 2,730
Increase/(Decrease) in trade liabilities and deferred income 15,16 -5,982 12,026
GCash generated from operations 202,784 194,368 Cash and cash equivalents at the beginning of the year 12 8,820 6,090
Interest received 2 2
Interest paid -1,319 -1,325 Cash and cash equivalents at the end of the year 12 6,519 8,820
Dividends received 0 250 * The effects of IFRS 9 and IFRS 15 are described in Note 2.
IFRS 9 initial iti djust t of TEUR 370 i idered to b ht ti
Taxes paid 35,434 24113 initial recognition adjustment o is considered to be a non cash transaction
Cash flows from operating activities 166,033 169,182

* The effects of IFRS 9 and IFRS 15 are described in Note 2.
IFRS 9 initial recognition adjustment of TEUR 370 is considered to be a non cash transaction
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(@) Reporting Entity’s General Information

Orange Slovensko, a.s. (hereinafter also refer-
red to as the “Company”) is a joint stock compa-
ny established on 29 July 1996 and incorporated
on 3 September 1996 with its registered office at
Metodova 8, 821 08 Bratislava, Slovak Repub-
lic. In August 2008, Atlas Services Belgium, S.A.
acquired all the shares held by Wirefree Services
Nederland B.V., which had been the major share-
holder since November 2005, when it acquired all
the shares held by minority shareholders and be-
came the 100% shareholder of Orange Sloven-
sko, a.s. The Company’s principal activity is the
establishment and operation of public mobile te-
lecommunication networks at assigned frequen-

cies as well as the operation of fibre-optic cable
networks. The Company is not an unlimited gua-
rantor in any other entity.

Approval of the 2017
Financial Statements

On 26 June 2018, the General Meeting appro-
ved the Company’s 2017 financial statements
(Notary Deed No. N 160/2018, Nz20850/2018,
NCR1s 21283/2018).

Members of the Company’s Bodies

Body

Board of Directors

| Function

Chairman and Chief Executive Officer

| Name

Pavol Lancari¢

Member and CEO deputy

Ivan Golian

Member and CEO deputy

Zuzana Nemeckova

Member

Vladislav Kupka

Member and Deputy CEO

Reza Samdjee

Supervisory Board

Member

Christophe Naulleau

Member (until 30 July 2018)

Mai de La Rocherfordiere

Member Ladislav Rehak
Member Marc Ricau
Member Marian Luptovsky
Member Bruno Duthoit
Member Lubos Dubravec

Member (since 26 June 2018)

Jean-Marc Vignolles

Member

Francis Gelibter

Member (since 30 July 2018)

Jean-Marie Culpin

Member

Stefan Hronéek

Employees

31 December 2018 | 31 December 2017

Number of employees as at 1,147 1,122

Of which: managers 116 111

Average number of employees 1,031 1,120
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The financial statements were prepared for the re-
porting period from 1 January 2018 to 31 Decem-
ber 2018 in accordance with IFRS as adopted by
the EU. The financial statements include the im-
pact of initial application of the new standards and
notably IFRS 15 “Revenue from Contracts with
Customers” and IFRS 9 “Financial Instruments”.
These impacts are presented in Note 2.

These financial statements are the Company’s
separate financial statements prepared under
the Act on Accounting No. 431/2002 Coll. on Ac-
counting, as amended. The Company elected to
use the exemption from consolidation in accor-
dance with the 7th Directive of the EU as well as
with IAS 27.10 and not to present consolidated fi-
nancial statements (with its 100% owned subsi-
diaries Orange CorpSec, spol. s.r.o. and Orange
Financné sluzby s.r.o.), which is also incorpora-
ted into the Act on Accounting No. 431/2002 Coll.
on Accounting, as amended. These financial sta-
tements are intended for general use and infor-
mation; they are not intended for the purpose of
any specific user or for the consideration of any
specific transaction. Accordingly, users should
not rely exclusively on these financial statements
when making decisions.

(c)

Orange SA (France), the Company’s ultimate pa-
rent company and the ultimate controlling party,
prepares consolidated financial statements in ac-
cordance with IFRS as adopted by the EU for a
group of companies, which also includes Orange
Slovensko, a.s. and its subsidiary Orange Corp-
Sec, spol. s.r.o.

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

Functional and Presentations Currency

The financial statements are presented in euro,
which is the Company’s functional currency.
All amounts have been rounded to the nearest
thousand.

and revised standards

In the current year, International Accounting Stan-
dards Board (IASB) and the International Finan-
cial Reporting Interpretations Committee (IFRIC)
of the IASB have not issued any new or revised
standards or interpretations that could be rele-
vant to the Company’s operations for the accoun-
ting periods beginning on 1 January 2018.

(a) Standards and Interpretations

Adopted by EU Effective in 2018
and Applied as of 1 January 2018

Initial Application of IFRS 9
“Financial Instruments”

IFRS 9 sets out requirements for recognising and
measuring financial assets, financial liabilities and
some contract to buy or sell non-financial items.
This standard replaces IAS 39 Financial Instru-
ments: Recognition and Measurement.

The new standard IFRS 9 “Financial Instruments”
is of mandatory application since 1 January 2018.
The Company has elected not to restate the 2016
and 2017 comparative periods, as authorized by
the standard.

This option led the Company to recognize the
aggregate impact of restatements required by the

standard in the Company opening Equity as of 1
January 2018. Application of IFRS 9 led to a re-
duction in equity of EUR 370 thousand recogni-
sed through a decrease in trade receivables.

As a result of the adoption of IFRS 9, the Group
has adopted consequential amendments to IAS
1 Presentation of Financial Statements, which
require impairment of financial assets to be pre-
sented in a separate line item in the statement of
comprehensive income. Previously, the Compa-
ny‘s approach was to include the impairment of
trade receivables in other operating expenses.
Consequently, the Company reclassified impair-
ment losses amounting to EUR 2,685 thousand,
recognised under IAS 39, from ,other expenses’
to ,impairment loss on trade receivables and con-
tract assets’ in the statement of other compre-
hensive income for the year ended 31 December
2017. Impairment losses on other financial assets
are presented under ,finance costs’, similar to the
presentation under IAS 39, and not presented se-
parately in the statement of comprehensive inco-
me due to materiality considerations.

IFRS 9 comprises three phases: classification
and measurement of financial assets and liabi-
lities, impairment of financial assets and hedge
accounting.
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B Classification and Measurement

of Financial Assets and Liabilities

IFRS 9 contains three principal classification ca-
tegories for financial assets: measured at amor-
tised cost, measured at fair value through profit
or loss and measured at fair value through other
comprehensive income. The classification of fi-
nancial assets under IFRS 9 is generally based on
the business model in which a financial assets is
managed and its contractual cash flow characte-
ristics. IFRS 9 eliminates the previous IAS 39 ca-
tegories of held to maturity, loans and receivables
and available for sale. IFRS 9 largely retains the
existing requirements in IAS 39 for the classifica-
tion and measurement of financial liabilities.

The classification and measurement require-
ments of IFRS 9 did not have a significant impact
on the Company. The adoption of IFRS 9 had no
effect on the Company’s accounting policies re-
lated to financial liabilities. As at 31 December
2018, the Company holds trade receivables and
current cash-pool account held by the parent
company Orange SA categorised as ‘measured
at amortised cost’ previously classified as ‘loans
and receivables’.

The adoption of IFRS 9 has no impact on the
Company’s Accounting policy regarding financial
liabilities.

Impairment of Financial Assets

IFRS 9 replaces the ‘incurred loss’ model in IAS
39 with an ‘expected credit loss’ (ECL) model.
The new standard requires expected credit los-
ses to be taken into account from the initial re-
cognition of financial instruments. In addition to
the existing provision system, the Company elec-
ted to apply a simplified approach of anticipated
impairment upon asset recognition.

The application of IFRS 9 results in an additional allowance

for impairment as follows:

In thousands of EUR

Loss allowance at 31 December 2017 under IAS 39
Additional impairment recognised at 1 January 2018 on:
Trade and other receivables

Loss allowance at 1 january 2018 under IFRS 9

Additional information about how the Company
measures the allowance for impairment is descri-
bed in Note 9.

Hedge Accounting

The Company does not have any hedge
accounting.

Initial Application of IFRS 15 “Revenue
from Contracts with Customers”

IFRS 15 establishes a comprehensive framework
for determining whether, how much and when re-
venue is recognised. It replaced IAS 18 Revenue,
IAS 11 Contruction Contracts and related inter-
pretations. Under IFRS 15, revenue is recogni-
sed when a customer obtains control of goods or
services. Determining the timing of the transfer of
control — at a point in time or over time — requires
judgement.

IFRS 15 standard revenue from contracts with
customers was applied using the retrospective
application option, whereby the Company resta-
ted the figures reported by previous standards for
the 2016 and 2017 comparative periods.

29,171

370

29,541

The Company adopted the following authorized
practical expedients on initial application:

For all reporting periods presented before the
date of initial application, the Company did not
disclose the amount of the transaction price allo-
cated to the remaining performance obligations,
nor did it explain when it expects to recognize
that amounts as revenue.

The Company did not restate contracts that be-
gan and ended before 1 January 2016.

The following tables summarise the impacts of
adopting IFRS 15 on the Company’s statement
of financial position and its statement of compre-
hensive income for each of the line items affected.

In summary, the following adjustments were
made to the amounts recognised in the balance
sheet at the date of initial application (1 January
2018) and the beginning of the earliest period pre-
sented (1 January 2017):
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Impact on the Statement of Financial Position

1 January 2017 IFRS 15 | 1January 2017 | 1 December IFRS 15 | 1 January 2018
2017
In thousands of EUR

As previously application restated data application restated data

As previously

reported

effect

from IFRS 15

reported

effect

from IFRS 15

Impact on the Statement of Comprehensive Income

Contract assets 0 12,548 12,548 0 13,465 13,465
Costs of obtaining a contract 0 1,669 1,669 0 1,679 1,679
Other non-curent assets 514,079 0 514,079 514,725 0 514,725
Total non-current assets 514,079 14,217 528,296 514,725 15,144 529,869
Trade receivables 65,715 0 65,715 89,790 0 89,790
Contract assets 0 51,553 51,553 0 48,228 48,228
Costs of obtaining a contract 0 6,277 6,277 0 6,619 6,619
Other curent assets 51,255 0 51,255 61,565 0 61,565
Total curent assets 116,970 57,830 174,800 151,355 54,847 206,202
Total assets 631,049 72,047 703,096 666,080 69,991 736,071
Total equity 265,078 51,427 316,505 283,996 50,509 334,505
Deferred tax liabilities 5,689 20,620 26,309 7,362 19,245 26,607
Other non-current liabilities 255,676 0 255,676 252,192 0 252,192
Total non-current liabilities 261,365 20,620 281,985 259,554 19,245 278,799
Contract liabilities 0 20,326 20,326 0 20,677 20,677
Deferred income 20,884 -20,326 558 20,634 -20,440 194
Other current liabilities 83,722 0 83,722 101,896 0 101,896
Total current liabilities 104,606 0 104,606 122,530 237 122,767
Total equity and liabilities 631,049 72,047 703,096 666,080 69,991 736,071

In thousands of eur As previou:ztr:(; IFRS 15 applic;a;:::r: Restated dalt: Rf;o‘ln;
Revenue 554,683 -2,670 552,013
o
of e scuipment seles revence racogniion. 0 64752 64752
External purchases -306,703 352 -306,351
Capitalisation of the costs of obtaining a contract 0 352 352
Other operating expenses, net -120,378 25 -120,353
Operating income 127,602 -2,293 125,309
Finance costs,net -2,145 0 -2,145
Income tax -33,236 1,375 -31,861
Net income 92,221 -918 91,303

65



Chapter 6

Annual report 2018

Impact on the Statement of Cash Flows

In thousands of EUR

2017 as previously

A EED reported

IFRS 15
application effect

2017 (restated)*

Profit for the year 92,221 -918 91,303
Taxes 21 33,236 -1,375 31,861
Other items 89,114 89,114
Proflt. from o.peratlng activities before changes in 214,571 -2,203 212,278
working capital

(Increase)/Decrease in trade and other receivables 28213 0 28213
and other assets

(.Inc.rt'e?se)/Decrease in contract assets and contract 0 1,919 1919
liabilities

(Increase)/Decrease in inventory 8 -3,642 0 -3,642
!ncrease/(Decrease) in trade liabilities and deferred 15.16 11,652 374 12,026
income

Cash generated from operations 194,368 0 194,368
Other items -25,186 0 -25,186
Cash flows from operating activities 169,182 0 169,182
Net cash outflow from investing activities -93,452 0 -93,452
Net cash outflow from financing activities -73,000 0 -73,000
Net _mcrease /(decrease) in cash and cash 2730 0 2,730
equivalents

Cash and cash equivalents at the beginning 12 6,090 0 6,090

of the year

Cash and cash equivalents at the end of the year
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IFRS 15 introduces a revenue
recognition approach focused on:

The identification of contracts, customers and
contract amendments;

The identification of distinct performance obliga-
tions (promises made by supplier), their reference
price (individual selling price) and the transfer to
the customer of control of performance obliga-
tion continuously or at a point in time;

The determination of the Transaction Price (con-
sideration promised by the customer), its fixed
and variable components (and related recogni-
tion restrictions) and its allocation to the Perfor-
mance Obligation.

The main impact of the new methodology intro-
duced by IFRS 15 compared with the accounting
policies previously applied are as follows:

For bundled service and equipment offering, pri-
or to adoption of IFRS 15, revenue recognized
on the sale of mobile phones was restricted to
a contractual amount not dependent on the su-
pply of future services, which was generally the
amount received from the customer for the sale
of the mobile phone. This amount corresponded
conventionally to the amount paid at the time of
delivery, or by instalments discounted over 12, 18
or 24 months. Under IFRS 15 the transaction pri-
ce is allocated between the mobile phone and the
service based on individual selling prices and re-
cognized in revenue at the moment of the trans-
fer of control of the equipment or service to the
customer. This change primarily impacts bundled
offerings comprising the sale of a mobile phone
at a subsidised price combined with a fixed-term
service contract. Accordingly, for this type of
offering, the effects on the Company’s accounts
are as follows:

B The overall revenue from the contract does not
change, but the pace of recognition and the
split between the sold mobile phone and the
service are modified (additional equipment re-
venue at the beginning of the contract, in a re-
turn for a reduction of service revenue of the
same amount afterwards);

B Accelerated recognition of revenue, at the time
of the sale of the equipment is reflected in the
statement of financial position by the presen-
tation of a contract asset which is transformed
into a receivable as the provision of communi-
cation services progresses.

IFRS 15 changed the indicators used to determi-
ne whether an entity acts as principal or an agent
in a transaction. This did not, however, modify our
previous judgements, particularly with regards to
agreements with our distributors for the supply of
mobile phones, under which the Company prima-
rily acts as a principal in the sale of mobile pho-
nes to the end-customer. The revenue recogni-
zed on the sale of a mobile phone combined with
a fixed-term service contract is therefore identical
irrespective of the distribution channel.

Wholesale activities (operator customers) also in-
volve complex contracts requiring an exercise of
judgement and estimates under IFRS 15. The-
se activities also require the excercise of speci-
fic judgement when classifying a transaction as a
non-monetary exchange between entities in the
same line of business to facilitate sales to custo-
mers; these transactions are excluded from IFRS
15’s revenue recognition scope.
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B In a substantial change from IAS 18, IFRS 15

requires the capitalization of costs of obtaining
a contract and new costs of fulfilling a contract.
Costs of obtaining a contract are released to pro-
fit and loss on a time/apportioned basis over the
expected duration of the contractual relationship.
New costs of fulfilling a contract (the direct distri-
bution and internal sales) are immaterial, therefo-
re these costs that must be deferred under IFRS
15 were not identified.

(b) Standards and Interpretations

Adopted by EU Effective in 2018 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 Janu-
ary 2018 but are not relevant to the Company’s
operation:

Amendments to IFRS 2 “Classification and Mea-
surement of Share-based Payment Transactions”
(effective for annual periods beginning on or after
1 January 2018)

Applying IFRS 9 “Financial Instruments” with
IFRS 4 “Insurance Contracts” (effective for annu-
al periods beginning on or after 1 January 2018)
Amendments to IAS 40 “Transfers of Investment
Property” (effective for annual periods beginning
on or after 1 January 2018)

Amendments to IFRS 1 and IAS 28 Annual Im-
provements to IFRSs 2014-2016 Cycle — various
standards (effective for annual periods beginning
on or after 1 January 2018)

IFRIC 22 “Foreign Currency Transactions and
Advance Consideration” (effective for annual pe-
riods beginning on or after 1 January 2018)

(c) Standards, Interpretations,

and Amendments to the Existing
Standards and Interpretations Adopted
by the EU but not yet Effective

At the date of authorisation of these financial sta-
tements, the following standards, revisions, and
interpretations adopted by the EU had been is-
sued but were not yet effective:

IFRS 16 “Leases” (effective for annual periods be-
ginning on or after 1 January 2019)

IFRIC 23 “Uncertainity over Income Tax Tre-
atments” (effective for annual periods beginning
on or after 1 January 2019)

Amendments to IAS 19 “Employee Benefits Plan
Amendment, Curtailment or Settlement” (effective
for annual periods beginning on or after 1 January
2019)

Amendments to IFRS 9 “Prepayment Features
with Negative Compensation” (effective for annual
periods beginning on or after 1 January 2019)
Amendments to IAS 28 “Long-term Interests in
Associates and Joint Ventures” (effective for annu-
al periods beginning on or after 1 January 2019)
Annual Improvements to IFRS Standards 2015
— 2017 Cycle Amendments to IFRS 3 “Business
Combination”, IFRS 11 “Joint Arrangements”, IAS
12 “Income Taxes” and IAS 23 “Borrowing Costs”
(all effective for annual periods beginning on or af-
ter 1 January 2019)

IFRS 17 “Insurance Contracts” (effective for annual
periods beginning on or after 1 January 2021)
Amendments to IFRS 10 “Consolidated Financial
Statements” and IAS 28 “Investments in Associa-
tes and Joint Ventures” - Sale or Contribution of
Assets Between an Investor and its Associate or
Joint Venture (effective for annual periods begin-
ning on or after a date to be determined)

B Amendments to IAS 1 “Presentation of Finan-

cial Statements” and IAS 8 “Accounting Policies,
Changes in Accounting Estimates and Errors”
(effective for annual periods beginning on or after
1 January 2020)

B Amendments to IFRS 3 “Business Combinations”

(Effective for annual periods beginning on or after
1 January 2020)

The Company anticipates that adopting most of
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, except
for the standard IFRS 16 as detailed below:

IFRS 16 supersedes IAS 17 “Leases” and related
interpretations. The Standard eliminates the cur-
rent dual accounting model for lessees and inste-
ad requires companies to bring most leases on
the balance sheet under a single model, elimina-
ting the distinction between operating and finan-
ce leases.

Under IFRS 16, a contract is, or contains, a lease
if it conveys the right to control the use of an iden-
tified asset for a period of time in exchange for
consideration. For such contracts, the new model
requires a lessee to recognise a right-of-use as-
set and a lease liability. The right-of-use asset is
depreciated and the liability accrues interest. This
will result in a front-loaded pattern of expense for
most leases, even when the lessee pays constant
annual rentals.

The new Standard introduces a number of limited
scope exceptions for lessees which include:

leases with a lease term of 12 months or less and
containing no purchase options, and

leases where the underlying asset has a low value
(‘small-ticket’ leases).

As a consequence, it will impact the presenta-
tion of the income statement (depreciation and
interest expense instead of rental expense) and
the statement of cash flows (interest expense will
only impact the operating cash flows, whereas
the debt repayment will affect the financing cash
flows). In the statement of financial position, the
net equity will be reduced at the beginning of the
arrangement (due to the acceleration of expenses
attributable to the interest component) and the in-
tangible and tangible assets as well as the lease
liability will increase.

The Company has analysed impacts of the new
standard IFRS 16 and estimated that adoption of
this standard as of 1 January 2019 will result in re-
cognition of right-of-use asset and lease liability
of approximately EUR 101 million.

The Company has decided to apply the so cal-
led modified retrospective approach for the first
adoption of the standard as of 1 January 2019,
which will lead to recognition of a right-of-use
asset and lease liability without retrospectively
adjusting financial information for prior periods.
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(a) Statement of Compliance

The separate financial statements have been pre-
pared 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 interpretations that have not been
endorsed by the EU as described above.

(b) 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. Monetary
assets and liabilities denominated in foreign cur-
rencies are translated at the exchange rate va-
lid 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.

(c) Property, Plant and Equipment

Owned assets

ltems of property, plant and equipment are sta-
ted 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 esti-
mate (where relevant) of the costs of dismantling
and removing the items and restoring the site on
which they are located, and an appropriate pro-
portion of production overheads. SIM cards, set-
top boxes are capitalized as an item of property,
plant and equipment.

ltems of property, plant, and equipment are ac-
counted for on a component-by-component ba-
sis 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.

Subsequent Expenditure

The Company recognises in the carrying amount
of an item of property, plant, and equipment 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 Company 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 by the
Company. Depreciation starts when the assets
are ready for their intended use. The estimated
useful lives for the current and comparative peri-
ods are as follows:

2018 ‘ 2017

Radio access network 5 to 28 years 5 to 28 years
Transmission 6 to 30 years 6 to 30 years
Switching 5to 10 years 5to 10 years
Data network 4 to 5 years 4 to 5 years
Dedicated platforms 5years 5years
Other network 5to 10 years 5to 10 years
IT non-network hardware & infrastructure 2to 5 years 2 to 5 years
Buildings 10 to 30 years 10 to 30 years
Other non-network equipment 2to 10 years 2to 10 years
Local loop 10 to 30 years 10 to 30 years
SIM cards 5years 5years
Set-top boxes 2 years 2 years

The useful lives of property, plant and equipment
are reassessed annually by Orange SA, which re-
sults in changes to the useful lives of certain as-
sets. These changes are recorded as changes in
the accounting estimates on a prospective basis.

At the Company level, the revision of an individual
asset’s useful life is performed when indicators of
an earlier end of life exist.
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Intangible assets acquired separately by the Com-
pany are stated at cost less accumulated amortisa-
tion and impairment losses if applicable. Intangible
assets mainly comprise software and licences for
operating the telecommunication network.

Telecommunication Licenses

Upon the granting of the telecommunication licen-
ses (GSM, UMTS, LTE) Orange Slovensko, a.s. is
obliged to pay to the Telecommunication Office
one off license fee and two types of recurrent fees:

Administrative variable fees
Spectrum fixed fees

The license fees and the spectrum fees are ca-
pitalized as intangible assets and amortized over
the license period. The administrative fees are
expensed.

Capitalisation of Spectrum Fees

Spectrum fees are the unavoidable payments
computed on the principle of allocated bandwidth
and fix tariff for the whole period to which a license
is granted. Payment is done on a quarterly basis
during the whole license period.

The Company discounts the value of future spec-

trum fees to their present value and recognizes
them as other intangible assets. Related future
spectrum fees payables are presented as both
current and non-current liability.

Subsequent Expenditures

Subsequent expenditures on capitalised intan-
gible assets are capitalised only when they incre-
ase the future economic benefits embodied in the
specific assets to which they relate. All other ex-
penditures are expensed as incurred.

Amortisation

Intangible assets are amortised from the date they
become available for use, using the straight-line
method over the following estimated useful lives:

Software 3 to 10 years 3 to 10 years

Licences 10 to 16 years 10 to 16 years

The useful lives of intangible assets are reas-
sessed annually by Orange SA, which results in
changes to the useful lives of certain assets. The-
se changes are recorded as changes in accoun-
ting estimates on a prospective basis.

At the Company level, the revision of an individual
asset’s useful life is performed when indicators of
an earlier end of life exist.

Financial Assets

The Company measures loss allowances at an
amount equal to lifetime expected credit losses
(hereinafter referred to as “ECL’) the Company
measures loss allowances at an amount equal to
lifetime ECLs.

When determining whether the credit risk of a fi-
nancial asset has increased significantly since
initial recognition and when estimating ECLs, the
Company considers reasonable and supportable
information that is relevant and available without
undue cost or effort. This includes both quanti-
tative and qualitative information and analysis,
based on the Company‘s historical experience
and informed credit assessment and including
forward-looking information.

The Company assumes that the credit risk on a
financial asset from domestic customers has in-
creased significantly if it is more than 35days past
the due date, when the Company initiates the ter-
mination of the future service deliveries.

Lifetime ECLs are the ECLs that result from all
possible default events over the expected life of
a financial instrument. The maximum period con-
sidered when estimating ECLs is the maximum
contractual period over which the Company is
exposed to credit risk.

Measurement of ECL’s
ECLs are a probability-weighted estimate of cre-

dit losses. Credit losses are measured as the pre-
sent value of all cash shortfalls (i.e. the difference

between the cash flows due to the entity in accor-
dance with the contract and the cash flows that
the Company expects to receive).

ECLs are not discounted as they do not include
any significant financial component.

All impairment losses are recognized in profit
or loss.

Non-financial Assets

The carrying amounts of the Company’s assets,
other than property, plant and equipment, intan-
gible assets, inventories and deferred tax assets
are reviewed at each reporting date to determi-
ne whether there is any indication of impairment.
If any such indication exists, the asset’s recove-
rable amount is estimated.

An impairment loss is recognized whenever the
carrying amount of an asset or its cash-gene-
rating unit exceeds its recoverable amount. A
cash-generating unit is the smallest identifiable
asset group that generates cash flows that are lar-
gely independent from other assets and groups.

Impairment losses recognized in respect of
cash-generating units are allocated first to redu-
ce the carrying amount of any goodwill alloca-
ted to cash-generating units (group of units) and
then, to reduce the carrying amount of the other
assets in the unit (group of units) on a pro rata
basis.

The recoverable amount of other assets is the
greater of their fair value less costs to sell and
value in use. In assessing value in use, the esti-
mated future cash flows are discounted to their
present value using a pre-tax discount rate that
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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 inde-
pendent cash inflows, the recoverable amount is
determined for the cash-generating unit to which
the asset belongs.

In respect of other assets, impairment losses re-
cognized in prior periods are assessed at each
reporting date for any indications that the loss
has decreased or no longer exists. An impair-
ment loss is reversed if there has been a change
in the estimates used to determine the recove-
rable amount.

An impairment loss is reversed only to the extent
that the asset’s carrying amount does not exce-
ed the carrying amount that would have been de-
termined if no impairment loss had been recogni-
zed. Impairment loss is never reversed in case of
goodwill.

(f) Investments in Subsidiaries

Investments in subsidiaries represent investments
in 3 wholly-owned subsidiaries: Orange CorpSec,
spol. s.r.o., Nadacia Orange (“the Foundation”),
and Orange Financné sluzby, s.ro. — all three
with their corporate offices on Metodova 8, 821
08 Bratislava. The Company’s investments have
been accounted for at acquisition costs.

(9) Inventories

Inventories are stated at the cost of acquisition
and the net realisable value, depending from
which is the lower one. 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 of acquisition is based on the weigh-
ted average principle and includes expenditures
incurred in acquiring the inventories and bringing
them to their existing location and condition.

(h) Trade Receivables

The trade receivables are mainly short-term with
no stated interest rate and are measured at fair
value, subsequent to initial recognition they are
stated at their amortized costs using the effective
interest rate method, less provisions for any im-
pairment of the receivables.

Those receivables which include deferred
payment terms over 12 up to 24 months for the
benefit of customers who purchased handsets,
are discounted and classified as according to
their remaining maturities. For impairment provi-
sion to receivables refer to Note 9.

Contractual Penalties

The Company recognizes the contractual penal-
ties at the moment of collection based on the his-
torical data analysis showing that the probabili-
ty of contractual penalties collection is low (less
than 50% on average) while the probability is as-
sessed on the basis of an individual contract le-
vel. The Company considers contractual penal-
ties as contingent assets.

(i) Contract Assets and

Contract Liabilities

The timing of revenue recognition may differ from
the customer invoicing.

Trade receivables presented in the statetement of
financial position represent an unconditional right
to receive consideration (primarily cash), i.e. the
services and goods promised to the customer
have been transferred.

Conversely, contract assets mainly concern
amounts allocated pursuant to IFRS 15 to con-
sideration for goods and services transferred to
a customer, where the unconditional right to col-
lect is subordinate to the transfer of other goods
or services under the same contract. This is the
case in a bundled offering combining the sale of
a mobile phone and mobile communication ser-
vices for a fixed period, where the mobile phone
is invoiced at a subsidised price leading to the re-
allocation of a portion of amounts invoiced for te-
lephone communication services to the supply of
the mobile phone. The excess of the amount allo-
cated to the mobile phone over the price invoiced
is recognized as a contract asset and transferred
to the trade receivables as the service is invoiced.

Contract assets, like trade receivables, are sub-
ject to the impairment for credit risk. Upon re-
cognition of contract assets, the related impair-
ment loss is recognized at the credit default rate.

Contract liabilities represent amounts paid by
customers to the Company before receiving the
goods and/or services promised in the contract.
This is typically the case for advances from cus-
tomers or amounts invoiced and paid for goods

)

or services not yet transferred, such as contract
payable in advance or prepaid packages (pre-
viously recorded in deferred income).

Cost of Obtaining a Contract

Where a telecommunications services contract is
signed via a third-party distributor, this distribu-
tor is entitled to receive the remuneration, gene-
rally paid in form of a commission for each con-
tract or invoiced-indexed commission. Where the
commission is incremental and would not have
been paid in absence of the contract, the com-
mission cost is capitalised in the balance sheet.
The Company has adopted the simplication mea-
sure authorized by IFRS 15 to recognize the costs
of obtaining contracts as an expense when they
are incurred in the amortization period of the as-
set. The costs of obtaining fixed-period mobile
service contracts are capitalized and released to
profit and loss on a straight-line over the enforce-
able contract term.

Cash and Cash Equivalents
Cash and cash equivalents consist of balances

with banks, and highly-liquid investments with in-
significant risk of changes in value.

(k) Financial Assets

Financial assets are classified as measured at:
amortised cost; fair value through other compre-
hensive income “FVOCI” or fair value through
profit or loss “FVTPL’. The Company has only fi-
nancial assets classified at amortised costs.
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A financial asset is measured at amortised cost
if it meets both of the following conditions and is
not designated as at FVTPL:

it is held within a business model the objective of
which is to hold assets to collect contractual cash
flows; and

its contractual terms give rise on specified dates
to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

The classification depends on the nature and
purpose of the financial assets and is determined
at the time of the initial recognition.

Financial assets are not reclassified subsequent
to their initial recognition unless the Company
changes its business model for managing the fi-
nancial assets, in which case all affected financial
assets are reclassified on the first day of the first
reporting period following the change in the busi-
ness model.

As at 31 December 2018, the Company holds
trade receivables and current cash-pool ac-
count held by parent company Orange SA cate-
gorised as ‘measured at amortised costs’ (2017:
only trade receivables categorised as ‘loans and
receivables’).

Financial liabilities, including borrowings, are ini-
tially measured at fair value, net of transaction
costs, and are subsequently measured at amorti-
sed costs using the effective interest rate method,
with interest recognised on an effective yield ba-
sis.The Company’s financial liabilities relates to
overdraft on the current account held by parent

company Orange SA (ZERO balance as at 31 De-
cember 2018) and long term loan received from
the parent company.

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.

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 the cur-
rent market assessments of the time value of mo-
ney and, where appropriate, the risks specific to
the liability. The Company records a provision for
asset retirement, a provision for employee benefit
costs and a provision for litigations (see Note 15).

Trade and other payables are recognized initially
at fair value. Subsequent to initial recognition they
are stated at amortized cost.

Revenues fall within the application scope of IFRS
15 ,,Revenue from contracts with customers”. Our
products and services are offered to customers un-
der service contracts only and contracts combi-

ning the equipment used to access services and/
or other service offerings. Revenues are recognized
net of VAT.

Standalone service offerings (mobile service
only, fixed service only, convergence service)

The Company proposes to Mass market and
Corporate markets customers a range of fixed
and mobile telephone services, fixed and mo-
bile Internet access services and content offerin-
gs (TV, video, media, added-value audio service,
etc.). Certain contracts are for a fixed term (gene-
rally 12 or 24 months), while others may be termi-
nated at short notice (i.e. monthly arrangements
or portions of services).

The service fees are usually billed upfront in 12
different bill days over the month. The Company
grants predominantly 14 days payment terms to
its customers. Service revenues are recognized
over time when the service is rendered, the billed
service fees are proportionally split to correct pe-
riod either based on use (e.g. minutes of traffic) or
the period (e.g. monthly service costs).

In minor cases some customers uses the prepaid
cards, which are recorded as service revenues at
the time of actual use. Under certain content offe-
rings, The Company may act solely as an agent
enabling the supply by a third-party of goods or
services to the customer and not as a principal in
the supply of the content. In such cases, revenue
is recognized net of amounts transferred to the
third-party. The Company does not obtain control
over the content prior to selling it to its customers.

Contracts with customers generally do not inclu-
de a material right, as the price invoiced for con-
tracts and the services purchased and consu-

med by the customer beyond the firm scope (e.g.
additional consumption, options, etc.) generally
reflect their standalone selling prices. Service ob-
ligations transferred to the customer at the same
pace are treated as a single obligation.

The initial service connection in the context of a
service contract is not considered to be a distin-
ct service and it is recognized as revenue over
the average term of the expected contractual
relationship.

Convergent services are considered to be the re-
venues, where the customers have mobile servi-
ces and purchase additional services with a con-
vergent discount, i.e. fixed internet services. In
case the customers purchase both services with
a convergent discount, the whole revenue is clas-
sified as a convergent sale. The bundled serviced
are not considered to be convergent sales.

Equipment Sales

The Company proposes to mass market and cor-
porate market customers several ways to buy
their equipment (primarily mobile phones): equip-
ment sales may be separate from or bundled with
a service offering. When separate from a servi-
ce offering, the amount invoiced is recognized in
revenue on delivery and receivable immediately
or in instalments usually over a period of up to
24 months. Where payment is received in instal-
ments, the offering comprises a financial com-
ponent and interest is calculated and deducted
from the amount invoiced and recognized over
the payment period in net finance costs. When
the equipment sale is combined with a service
offering, the amount allocated to the equipment
(bundled sale — see below) is recognized in re-
venue on delivery and collected over the service
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contract. In this case, the Company does not cal-
culate interest based on the contractual analysis
of offers and the current level of interest rates, as
it was considered not material. This judgement
could subsequently be amended in the event of a
change in commercial offers or interest rates.

Where the Company purchases and sells equip-
ment to indirect channels, the Group generally
considers that Orange retains control until sale
to the end-customer (the distributor acts as an
agent), even where ownership is transferred to
the distributor. Sales proceeds are therefore re-
cognized when the end-customer takes posses-
sion of the equipment (on activation). The consi-
deration for the equipment sale is collected either
immediately on the transfer of control over the
equipment or the consideration is collected via
instalments in the period up to 24 months. The
instalments are billed to the customers together
with the monthly service fees.

Bundled Equipment and Service Offerings

The Company proposes numerous offerings to
its mass market and corporate market customers
comprising equipment (e.g. a mobile terminal)
and services (e.g. a communications contract).

Both equipment sale and service revenue are
considered as a separate performance obligation
from the customer contract, as both equipment
sale and service revenues are distinct.The total
consideration from the customer contract is allo-
cated to each individual performance obligation
based on proportion of stand alone selling pri-
ces. To determine the standalone selling prices,
the Company uses an observable price, whe-
re the individual selling price of the equipment is

considered equal to its purchase cost and logis-
tics expenses plus a commercial margin based
on market inputs.

The supply of a set-top box (Internet proprietary
box) is neither a separate performance obligation
of the Internet access service nor a finance lease,
as the Company retains the control of the box du-
ring the whole customer contract.

Service Offerings to Carriers (Wholesale)

Three types of commercial agreement are en-
tered into with operator customers for domes-
tic wholesale activities and International carrier
offerings:

Pay-as-you-go model: generally applied where
contract services are not covered by a firm vo-
lume commitment. Revenue is recognized as
the services are rendered (which corresponds
to transfer of control) over the contractual term;
Send-or-pay model: contract where the price,
volume and term are defined. The customer
has a commitment to pay the amount indicated
in the contract irrespective of actual traffic con-
sumed over the commitment period. This con-
tract category notably includes certain MVNO
and hubbing contracts. Revenue over com-
mitment is recognized progressively based on
actual traffic during the period, to reflect trans-
fer of control to the customer;

Mixed model: hybrid contract combining the
“Pay-as-you-go “ and “Send-or-pay” models,
comprising a fixed entry fee providing access
to preferential pricing conditions for a given
volume (“Send-or-pay” component) and invo-
icing of traffic consumption (“Pay-as-you-go”
component).

Operating Lease Payments

For operating leases, lease payments are expen-
sed on a straight-line basis over the lease period.

Income tax expenses for the year comprise cur-
rent and deferred tax and special levy.

Current Income Tax

Current tax is the expected tax payable on the
taxable profit for the year, using tax rates enac-
ted or substantially enacted at the balance sheet
date, and any adjustment to tax payable in res-
pect of previous years. Taxable profit differs from
profit as reported in the separate income state-
ment because it excludes items of income or ex-
pense that are taxable or deductible in other ye-
ars and it further excludes items that are never
taxable or deductible.

Special Levy

Special contribution made by a regulated entity
from activities in regulated industries.The base
for the levy is the economic result reported for
the accounting period. The monthly levy rate was
0.726% for 2018 (2017: 0.726%) from the ope-
rating profit. The levy will gradually decrease to
0.363% by 2021.

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 ena-
cted at the balance sheet date including the spe-
cial levy. A deferred tax asset is recognised only
to the extent that it is probable the 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 the rela-
ted tax benefits will be realised.

Long-term Service Benefits

The Company’s net obligation in respect of long-
term service benefits is the amount of future be-
nefits that employees have earned in return for
their service in prior periods. The obligation is
calculated using actuarial methods and discoun-
ted to its present value using a risk free interest
rate. The Company’s employee benefits contain
only retirement benefits.
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Property, plant and equipment

Land and Plant and Motor Fixtures and . Under
LR S D5 ‘ Buildings Equipment Vehicles Fittings S Construction
As at 1 January 2017 4,904 749,192 5,254 32,739 23,934 41,279 857,302
Additions 0 0 0 0 421 77,428 77,849
Disposals -212 -19,921 -268 -1,909 -3,069 0 -25,379
Transfer 125 70,350 495 2,779 0 -73,749 0
As at 31 December 2017 4,817 799,621 5,481 33,609 21,286 44,958 909,772
As at 1 January 2018 4,817 799,621 5,481 33,609 21,286 44,958 909,772
Additions 0 0 0 0 2,581 85,150 87,731
Disposals -106 -46,642 -211 -4,037 0 0 -50,996
Transfer 86 78,370 1,118 1,730 0 -81,304 0
As at 31 December 2018 4,797 831,349 6,388 31,302 23,867 48,804 946,507

*) Asset Retirement Obligation (ARO) described in Note 15
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Land and Plant and Motor Fixtures and Under

*
ENEERCHEifHL ‘ Buildings Equipment Vehicles Fittings ARO”) Construction

Accumulated
depreciation

As at 1 January 2017 1,517 479,314 2,437 23,373 7,831 0 514,472
Charge for the year 372 58,943 910 3,558 913 0 64,696
Disposals -212 -22,818 -230 -1,902 -17 0 -25,179
As at 31 December 2017 1,677 515,439 3,117 25,029 8,727 0 553,989
As at 1 January 2018 1,677 515,439 3,117 25,029 8,727 0 553,989
Charge for the year 305 64,662 888 2,977 1,007 0 69,839
Disposals -86 -46,605 -192 -4,046 0 0 -50,929
As at 31 December 2018 1,896 533,496 3,813 23,960 9,734 0 572,899

Carrying amount

As at 1 January 2017 3,387 269,878 2,817 9,366 16,103 41,279 342,830
As at 31 December 2017 3,140 284,182 2,364 8,580 12,559 44,958 355,783
As at 1 January 2018 3,140 284,182 2,364 8,580 12,659 44,958 355,783
As at 31 December 2018 2,901 297,853 2,575 7,342 14,133 48,804 373,608

*) Asset Retirement Obligation (ARO) described in Note 15
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As at 31 December 2018, none of the properties
were pledged to secure bank loans.

In 2018, transfers from assets under construc-
tion to property, plant and equipment mainly com-
prised investments to upgrade of the existing
network, particularly Mobile RAN (Radio Access
Network) LTE + 2G/3G equipment & releases and
Mobile RAN Infrastructure and increase in IP rou-
ters equipment & releases.

During 2018, the Company had a disposal in gross
value of EUR 50,996 thousand (book value of EUR

67 thousand) relating mainly to old fully deprecia-
ted equipment.

Property and equipment, excluding motor
vehicles, is insured to a limit of EUR 734,272 thou-
sand (2017: EUR 729,534 thousand). Each motor
vehicle is insured to a limit of EUR 5,000 thousand
(2017: EUR 5,000 thousand) for damage on heal-
th and expenses related to death and EUR 2,000
thousand (2017: EUR 2,000 thousand) for damage
caused by destroyed, seized or lost items.

O.

Intangible assets

In thousands of EUR ‘ Software

Telecom.
Licences

Other Intangible
Assets

Under
Construction

As at 1 January 2017 143,396 184,550 17,676 6,920 352,542
Additions 0 0 0 15,224 15,224
Disposals -13 0 -196 0 -209
Transfer 15,102 0 841 -15,943 0
As at 31 December 2017 158,485 184,550 18,321 6,201 367,557
As at 1 January 2018 158,485 184,550 18,321 6,201 367,557
Additions 0 0 0 10,480 10,480
Disposals -37,237 -5,741 -300 0 -43,278
Transfer 11,075 0 475 -11,550 0
As at 31 December 2018 132,323 178,809 18,496 5,131 334,759
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In thousands of EUR ‘ Software

Telecom.
Licences

Other Intangible

Assets

Under
Construction

Accumulated amortisation

As at 1 January 2017 103,225 80,195 6,879 0 190,299
Charge for the year 18,235 9,919 2,326 0 30,480
Disposals -5 0 -197 0 -202
As at 31 December 2017 121,455 90,114 9,008 0 220,577
As at 1 January 2018 121,455 90,114 9,008 0 220,577
Charge for the year 15,867 11,905 1,682 0 29,454
Disposals -37,223 -5,741 -299 0 -43,263
As at 31 December 2017 100,099 96,278 10,391 0 206,768

Carrying amount

As at 1 January 2017 40,171 104,355 10,797 6,920 162,243
As at 31 December 2017 37,030 94,436 9,313 6,201 146,980
As at 1 January 2018 37,030 94,436 9,313 6,201 146,980
As at 31 December 2018 32,224 82,531 8,105 5,131 127,991

Investments in subsidiaries

In September 2017, the Company recognized in-
vestment in Orange Finanéné sluzby, s.ro. at a
cost of EUR 200 thousand. As at 31 December
2018, the new subsidiary had limited number of
transactions which is immaterial to publish.

In thousands of EUR Assets Liabilities

Investments in subsidiaries at a cost of EUR 100
thousand represent an investment in the whol-
ly-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 for

HEVERUES the Period

As at 31 December 2018 554

369 1,080 32

As at 31 December 2017 508

337 1,087 65

In 2010, the Company recognised an investment in
Nadécia Orange (hereinafter also referred to as the
“Foundation”) at a cost of EUR 6 thousand, which
is considered immaterial for the purpose of these
financial statements.

In 2018, the addition mainly comprises the purcha-
se of IT applications and software packages.

During 2018, the Company had a disposal in gross
value of EUR 43,278 thousand (book value of EUR
15 thousand) relating mainly to old, mostly fully
depreciated messaging service platforms.
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Deferred tax assets and liabilities ES—— S ———

In thousands of EUR Assets Liabilities Assets Liabilities

Movement in the deferred tax account is as follows:

Property, plant, and equipment 0 24,187 -24,187 0 23,338 -23,338
In thousands of EUR | 31 December 2018 | 31 December 2017 Inventories 479 0 479 420 0 420
Receivables 1,933 0 1,933 1,681 0 1,681
At beginning of period — net deferred tax liability 26,607 26,309 Contract assets (restated)” 0 16,820 -16,820 0 18,259 -18,259
Income statement 16.211 298 Cost to obtain the contract (restated)* 0 2,425 -2,425 0 2,361 -2,361
Accruals 5,818 0 5,818 5,721 0 5,721
At end of period - net deferred tax liability \ 10,396 \ 26,607 Provisions 8,595 0 8,595 9,827 0 9,827

. . . . Net def t -26,607 17,64 43,
Deferred tax assets and deferred tax liabilities are attributable to the items detailed stdeferreditax ot 088 R
in the table below: * The effect of IFRS 15 application is decsribed in Note 2.
31 December 2018 | 31. December 2017
In thousands of EUR Assets Liabilities Net | Assets Liabilities Deferred tax assets and liabilities were offset on The statutory tax rate for 2018 was 21%
the grounds that the Company has the legally-en- (2017: 21%) plus the special levy for the regu-
. forceable right to offset their current tax assets lated industries of 8.712% of operating profit
Property, plant, and equipment 0 26,142 26,142 0 24,187 24187 against current tax liabilities and the deferred ta- (2017: 8.712 %). The special levy would gradually
Inventories 267 0 267 479 0 479 xes relate to the same taxation authority. reduce to 4.356% by 2021. The rate effective from
Receivables 2273 0 2073 1,033 0 1,933 1 January 2019 is 27.534% and was used in the
deferred tax calculation.
Contract assets (restated)” 0 0 0 0 16,820 -16,820
Cost to obtain the contract (restated)* 0 0 0 0 2,425 -2,425
Accruals 4,270 0 4,270 5,818 0 5,818
Provisions 8,936 0 8,936 8,595 0 8,595

Net deferred tax 15,746 26,142 -10,396

* The effect of IFRS 15 application is decsribed in Note 2.
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Inventories

In thousands of EUR |

31 December 2018 | 31 December 2017

Raw materials and consumables 488 636
Merchandise 24,349 20,111
Provision for slow moving merchendise -970 -1,611

| 23,867 | 19,136

Previously-recognised provisions for slow-moving
merchandise were released for assets that were
sold or donated.

As at 31 December 2018, no inventories were
pledged to secure bank loans.

Changes in provisions for slow moving merchandi-
se are recognised under Note 18 line "Purchased
goods and services”.

Trade and other receivables,
net and non-current receivables

In thousands of EUR

31 December 2018 ‘

31 December 2017

Trade accounts receivables 105,082 106,461
Allowance for doubtful debts and receivables -29,305 -29,171
Other receivables 0 12,500
Trade and other receivables | 75,777 | 89,790
Non-current receivable (receivable by instalments) 11,358 11,238
Allowance for non-current receivables -57 -599
Other non-current receivables 958 985
Non-current receivable | 12,259 | 11,624
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Non-current Receivables

Non-current receivables mostly represent recei-
vables from sales of handset with payment on in-
stalments that are payable in more than 12 months.
The receivables are discounted to the fair value at
discount rate 3.44% . The discount rate must be
the prevailing market rate for the type of custo-

mers: it is at least equal to the company’s marginal
borrowing rate plus the expected customer credit
loss. The discount rate used at inception remains
unchanged over the instalment period.

Expected Credit Loss Assess ment for Non-current, Trade and Other Receivables

as at 1 January and 31 December 2018

The Company allocates each exposure to a credit
risk grade based on data that is determined to be
predictive of the risk of loss (including, but not limi-
ted to audited financial statements, management
accounts and cash flow projections and available
press information about customers) and applying
experienced credit judgement. Credit risk grades

The Company uses a provision matrix to calcula-
te expected lifetime credit losses for trade recei-
vable: subscribers, distributors and others. The
following table sets total gross book values at de-
fault in payment (“Gross”) and the ECL in 2018 cal-
culated with provision matrix for trade receivables,
as well as gross and valuation allowance (“VA”) in

Ageing structure of the trade and other receivables

is provided in the table below: 2017 for trade receivable:

are defined using qualitative and quantitative fac-
tors that are indicative of the risk of default. Ex-

pected credit loss “ECL’ rate is calculated on de-

In thousands of EUR | 31 December 2018 | 31 December 2017 |inquency status and actua| Credit IOSS experience
over the past two years.
Not past due 68,916 83,841
Past due 36,166 35,120
Trade and other receivables - gross 105,082 118,961 I el I L
Provision for impairment -29,305 -29,171 WO 31 December 31 December 31 December 31 December
’ ’ In thousands of EUR average loss

te in 2018 2018 2018 2017 2017

Trade and other receivables - net 75,777 89,790 LCLI

unbilled and not yet due 1% 67,919 370 83,841 -
Past due 0-30 days 5% 7,420 371 4,860 243
Past due 31-60 days 33% 773 255 797 263
Past due 61-90 days 53% 398 211 549 291
Past due 91-180 days 71% 1,123 797 1,373 975
Past due 181-360 days 94% 2,477 2,328 2,357 2,216
Past due 361 and more days 100% 24,973 24,973 25,183 25,183

105,082 118,961
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The Company has grouped trade receivable ac-
cording to loss patterns observed in the past and
the provision rates are based on days past the due
date.The provision matrix is based on the Compa-
ny’s historically observed default rates, which are
updated on a yearly basis.

Loss rates are calculated using a ,roll rate’ method
based on the probability of a receivable progres-
sing through successive stages of delinquency to
write-off. Roll rates are calculated for all customers
balances, and the customers are not further seg-
mented, as the collection policy is the same for all

customers as well as management; there is a view
that further segmentation will require undue costs
and efforts and will not result in more precise infor-
mation about the impairment provision.

The movement in allowance for impairment in res-
pect of trade receivables during the year was as
follows. Comparative amounts for 2017 represent
the allowance account for impairment losses un-
der IAS 39.

Movements in the allowance for doubtful debts

In thousands of EUR | 31 December 2018 | 31 December 2017
Impairment allowance to short term receivables

At 1 January 29,171 28,250
Application of IFRS 9 370 0
Net creation of provision for impairment of trade receivables -236 921
At 31 December | 29,305 | 29,171
Impairment allowance to non current receivables

At 1 January 599 141
Net creation of provision for impairment Non-current -542 458
receivables

At 31 December | 57 | 599

During 2018, there were no receivables written-off,
they are still subject to enforcement activity.

Analysis of Overdue Financial Trade and
Other Receivables That are Not Impaired

(Comparative Information Under IAS 39)

Allowances for doubtful debts are currently determi-
ned according to two methods:

B Statistical method for the retail market: this is
based on historical losses and leads to a sepa-
rate impairment rate for each ageing balance
category.

B Individual method : the assessment of impair-
ment probability and its amount are based on a
set of relevant qualitative factors (ageing of late
payment, other balances with the counterpart).
This method is used for carriers and operators
(national and international), local buyers, regio-
nal and national authorities.
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10.

Contract net asset and liabilties

In thousands of EUR 31 December 2018 31 December 2017 1 January 2017

Current net contract assets 60,748 61,693 64,101
Customer contract assets 61,895 62,912 65,344
Impairment provision -1,147 -1,219 -1,243

Customer net contract assets

Costs of obtaining a contract 9,118 8,298 7,946

Costs of obtaining a contract

Contract liabilities 21,713 20,677 20,326
Anticipated spread of subsidy 799 237 0
Deffered revenue - Prepaid telephone cards 6,629 6,225 6,233
Deffered revenue - Monthly service fees 12,502 12,149 11,771
Connection fees 1,783 2,066 2,322

Customer contract net liabilities

For detailed description of contract asset and liabi-
lities - please see Note 3 (i).

94

Impairment of Contract Assets

Contract assets, like trade receivables, are subject
to the impairment for credit risk. Upon recognition

of contract assets, the related impairment loss is
recognized at the credit default rate.

Movements on the provision for impairment of contract asset are as follows:

In thousands of EUR | 2018 | 2017
At 1 January 1,219 1,243
Net creation of provision for impairment -72 -24
At 31 December | 1,147 | 1,219

Transaction Price Allocated
to the Remaining Performance Obligations

The contract liability represent, in vast majority, the
monthly services fees, which will be recorded to
revenues in January 2019 and prepaid telephone
cards, which will be recorded to revenues broadly
during the first half of 2019.

The Company applies the practical expedient and

does not disclose information about remaining
performance obligations that have original expec-
ted durations of one year or less.

The Company applies the practical expedient and
does not disclose the amount of the transaction
price allocated to the remaining performance obli-
gations and an explanation of when the Group ex-
pects to recognise that amount as revenue for the
year ended 31 December 2017.
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11. 12.

Current financial assets Cash and cash equivalents

96

The balance of EUR 28,132 thousand (2017: EUR
29,713 thousand) represents the receivable on the
cash-pooling account of the Company with Oran-
ge SA. On 15 March 2006, the Company signed
a Centralised Treasury Management Agreement
with France Telecom S.A. (the successor compa-
ny Orange SA) with the aim of centralisation and
optimisation of affiliated companies’ cash surplus
under the best technical and financial conditions
and ensuring a fine-tuning of the liquidity at the
Group level.

Cash balances are not subject to any foreign ex-
change risk as they are denominated in the local
currency. Maximum borrowing headroom is EUR
66 million. The balances bear an interest rate cal-
culated as EONIA (EONIA: Euro Overnight 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 EO-
NIA plus the fixed rate of interest. The interest rate
was a negative rate 0.356% as at 31 December
2018 (negative rate 0.346% as at 31 December
2017).

In thousands of EUR |

31 December 2018 |

31 December 2017

Cash on hand and cash equivalents

96

106

Bank balances and deposits

6,423

8,714

Cash and cash equivalents in the balance sheet

The Company’s cash balance includes current
bank accounts and overnight balances with ban-
ks. The Company transfers free cash to its current
account held by Orange SA, except for reasonable
level held for operational reasons.
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13.

Equity
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Share Capital

As at 31 December 2018, the authorised share ca-
pital comprised 1,181,755 ordinary shares (2017:
1,181,755), with a nominal value of EUR 33.19 each,
1 ordinary share (2017: 1) with a nominal value of
EUR 13.78, and 1 ordinary share (2017: 1) with a
nominal value of EUR 0.66. Holders of these sha-
res are entitled to dividends as declared from time
to time and are entitled to one vote per share at the
general meetings of the Company.

Reserves

Reserves of EUR 15,260 thousand (2017: EUR
15,260 thousand) relate to the Legal Reserve Fund,
which is not available for distribution and should
be used to cover future losses arising from busi-
ness activities, if any.

Dividends

As at the preparation date of these financial state-
ments, the Board of Directors made no decision
regarding the amount of dividends to be paid from
the 2018 profit.

In June 2018, the shareholders approved a divi-
dend payment of EUR 72 million related to undis-
tributed profits from previous years at their annual
general meeting. An amount of EUR 40 million was
paid in June 2018 and EUR 32 million was paid in
December 2018.

14.

Loans and borrowings

On 30 June 2015, the Company signed a Credit
Facility Agreement with Atlas Services Belgium
S.A. The credit facility was drawn down in two
tranches: Tranche A in the amount of EUR 110,000
thousand was drawn down as at 30 June 2015 and
Tranche B in the amount of EUR 100,000 thousand
was drawn down as at 20 June 2016.

The final maturity date for Tranche A is 30 June
2019 and for Tranche B is 30 June 2020. The Com-
pany paid arrangement fees in June 2015 in the

amount of EUR 714 thousand (0.34% from the to-
tal maximum amount of the facility). Interest is paid
on a quarterly basis and is calculated as EURIBOR
plus 0.89% margin. The interest rate was 0.581%
as at 31 December 2018 (0.561% as at 31 Decem-
ber 2017).

The loan is unsecured and the Company may
use the funds for the general corporate operation
purposes.
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15.

Provisions and non-current payables

Provisions
In thousands of EUR ‘ RISKEion fc.)r A Other Total
Retirement
Balance at 31 December 2017 24,452 2,300 26,752
Provisions made during the year 2,843 350 3,193
Provisions used during the year 0 0 0
Provisions reversed during the year 0 -114 -114

100

Balance at 31 December 2018

29,831

In thousands of EUR ‘ 31 December 2018 ‘ 31 December 2017
Non-current 29,831 26,751
Current 0 1

| 29,831 | 26,752

A provision for asset retirement obligation was re-
corded in the amount of EUR 27,295 thousand,
using the following assumptions based on an ex-
pert’s study: average costs of site demolition of
EUR 8 thousand, an average site usage of 15 ye-
ars, discount rate of 1.076%, dismantling cost in-
dex of 3.00% and number of sites of 2,479 (2017:
EUR 24,452 thousand, 15 years, 1.707%, 3.00%,
and of 2,438 sites, respectively). The Company re-
cords is carrying the amount of EUR 14,133 thou-
sand (2017: EUR 12,559 thousand) in the asset
side of the balance sheet (Note 4).

Other provisions represent a provision for retire-
ment benefit costs and provision for litigations.

Non-current Payables

Non-current payables of EUR 13,492 thousand
(2017: EUR 15,441 thousand) represent long-term
liability resulted from the capitalised unavoidable
future spectrum fees payable to the Telecommu-
nication Office. Short-term liability related to spec-
trum fees is presented within trade payables and
other liabilities EUR 2,078 thousand (2017: EUR
2,132 thousand).

The liabilities were initially discounted to the fair va-
lue at the discount rate that ranges from 1.99% to
2.25%. The liability is amortised using the effective
interest rate method. Fair value of the liability using
the discount rate of 1.076% is by EUR 1.3 million
higher compared to its carrying amount at the ba-
lance sheet date.
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16.

Trade payables and other liabilities
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In thousands of EUR 31 December 2018 ‘ 31 December 2017
Trade payables 69,201 70,026
Accrued liabilities 10,484 12,404
Tax liabilities (VA 5,284 5,677
VAD 31 December 2017
Liabilities to employees 8,418 9,102
Other current liabilities 610 584 within 360 more than
In thousands of EUR within maturity period davs overdue 360 days
Total \ 93,997 \ 97,793 4 overdue
Trade payables 55,758 13,798 470 70,026
Acc.c.)t.mts. payables art.a C|aSSIf.IeC.i as current the prevailing credit period on purchases is from Accrued liabilities 12,404 0 0 12,404
liabilities if the payment is due within one year or one to two months.
less. Trade payables are non-interest bearing and Tax liabilities (VAT) 5677 0 0 5677
Liabilities to employees 9,102 0 0 9,102
Payables Within and After Maturity
Other current liabilities 584 0 0 584

31 December 2018

more than
360 days
overdue

within 360
days overdue

In thousands of EUR within maturity period

Trade payables 50,190 18,898 s 09,201 Liabilities to Employees Include Social Fund Liabilities

Accrued liabilities 10,484 0 0 10,484

Tax liabilities (VAT) 5,284 0 0 5,284 In thousands of EUR | 2018 | 2017

Liabilities to employees 8,418 0 0 8,418 As at 1 January 187 169

Other current liabilities 610 0 0 610 Prirastky 279 361

Total | 74,986 | 18,838 | 173 | 93,997 Utilisation 378 343
As at 31 December ‘ 88 ‘ 187

The payables in the category “within 360 days
overdue” were paid during January 2019.
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17.

Revenues
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Revenues are broken down by product line as follows:

18.
External purchases

External purchases are presented in the table below:

In thousands of EUR | 2018 | 2017 (restated)*
Convergence services 23,563 25,155
Mobile services only 320,005 324,483
Fixed services only 22,738 20,332
IT & integration services 8,840 8,044
Wholesale 43,454 37,163
Equipment sales 130,904 127,226
Other revenues 10,080 9,610
Total revenue | 559,584 | 552,013

* The effects of IFRS 15 application are described in Note 2

Convergent services: revenue from convergent
mass market services (Internet + mobile offerings)
Mobile services only: mobile service revenue is
generated by incoming and outgoing calls (voice,
SMS and data), excluding convergent services.
Fixed services only: revenue from fixed services
includes fixed broadband

IT & integration services: revenue from unified
communication and collaboration services (LAN
and telephony, advising, integration, project ma-
nagement), hosting and infrastructure services
(including Cloud Computing), applications servi-
ces (customer relations management and other

applications services), security services, video
conferencing offers as well as sales of equipment
related to the above products and services
Wholesale: roaming revenues from customers of
other networks (national and international), reve-
nues from Mobile Virtual Network operators and
from network sharing

Equipment sales: all equipment sales (mobile
phones, broadband equipment, connected ob-
jects and accessories), excluding sales of equip-
ment related to integration and information
technology

In thousands of EUR | 2018 | 2017 (restated)*
Cost of equipment sold 111,963 110,396
Purchased goods and services 76,917 75,345
Service fees and interoperator costs 80,523 88,418
Costs associated with non-current assets 12,737 12,841
Other 17,281 19,351
Total external purchases | 299,421 | 306,351

* The effects of IFRS 15 application are described in Note 2.
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19. :

Other operating Wages and contributions
expenses/(income), net

Other operating expenses are presented in the table below:

In thousands of EUR | 2018 | 2017 In thousands of EUR ‘ 2018 ‘ 2017
Brand royalty and management fees 12,490 13,375 Wages and salaries 25,833 25,517
FX differences net 21 -125 Bonuses and untaken holiday payroll provision 5,394 4,551
Other operating expenses 2,313 2,513 Social contribution 13,630 13,363

Total other operating expenses 14,824 ‘ 15,763 Other 2,606 2,285

Total wages and contributions

Other operating income is presented in the table below:

In thousands of EUR | 2018 | 2017

Property fees 1,151 1,147

Late payment interest on trade receivables 1,133 1,314

Gain on disposal of property, plant and equipment 201 7,471

Other operating income 3,233 29,054

Total other operating income ‘ 5,718 ‘ 38,986
The one-off settlement of the Company’s damage ported in trade and other receivables (refer to Note
claim is included in other operating income in 2017. 9).

Half of the settlement was paid in March 2018 —re-
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21.

Income tax

108

Reconciliation of the effective tax rate is shown

in the table below:

In thousands of EUR | 2018 | 2017 (restated)*
Income tax payable
from operating activities 41,411 31,563
Deferred income tax
from operating activities -16,211 298
Total income tax | 25,200 | 31,861

* The effects of IFRS 9 and IFRS 15 application are described in Note 2

The Slovak Corporate Tax is 21% effective from 1
January 2017. In December 2018, the Slovak Par-
liament has approved the amendment to Income
Tax Act, which forces the Company to recogni-
ze additional tax related to the implementation of
IFRS 15 and the restatement adjustment reported

in equity. In this respect, the Company expects ac-

tual increase in the tax liability for 2018 (payable in
June 2019) of around EUR 17 million.

In thousands of EUR ‘ 2018 ‘ % (restaf:c:)z %
Profit before tax 99,497 123,164

Income tax at the rate of 21% (2017: 21%) 20,894 21.0% 25,864 21.0%
Income tax in respect of prior year -803 -0.8% -802 -0.7%
Special levy 8.712% (2017: 8.712%) for regulated businesses 8,745 8.8% 8,108 6.6%
Impact of adjusting items:

permanent differences and other differences -3,636 -3.7% -1,309 -1.1%

Total income tax

*The effects of IFRS 9 and IFRS 15 application are described in Note 2

25.3% 31,861

22.

Financial instruments

Risk Management Policies

The Company’s activities expose it to a variety
of financial risks, including mainly credit risk. The
Company’s overall risk management programme
focuses on the unpredictability of financial mar-
kets and the economic environment 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 shareholders and bene-
fits to other stakeholders through the optimisation
of the debt and equity balance.

The capital structure of the Company consists of
cash and cash equivalents (Note 12), cash pooling
(Note 11), long term and short term debt/loan (Note

14) and equity attributable to equity holders of the
parent, comprising issued capital, reserves and
retained earnings as disclosed in Note 13.

The Company reviews the capital structure regu-
larly. Based on the review and the general mee-
ting’s approval, the Company balances its overall
capital structure through the payment of dividends,
the issue of new debt, or the redemption of the
existing debt.

The Company monitors capital structure on the
basis of the gearing ratio. This ratio is calculated
as net debt divided by total capital. Net debt is cal-
culated as total loans (as shown in the separate
balance sheet) less cash and cash equivalents.
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The gearing ratios as at 31 December 2018 and 2017 were as follows:

In thousands of EUR

31 December 2018

31 December 2017 (restated)*

Cash and cash equivalents -6,519 -8,820
Loan 210,000 210,000
Financial (assets)/liabilities -28,132 -29,713
Net debt 175,349 171,467
Equity 337,195 334,505
Net debt to equity | 52% | 51%

* The effect of IFRS 9 and IFRS 15 application are described in Note 2

In measuring the capital structure, the manage-
ment disregards the loans provided by the share-
holders or the parent company, as these are con-

Main Categories of Financial Instruments

In thousands of EUR

Financial assets

sidered all to be available capital funds allocated

to the Company.

31 December 2018

31 December 2017

Cash and cash equivalents 12 6,519 8,820
Trade and other receivables 9 76,771 89,790
Current financial assets 11 28,132 29,713
Financial liabilities

Loan 14 210,000 210,000
Trade payables and other liabilities 16 93,997 97,793

Financial Risk Management

The Company’s activities expose it to financial ris-
ks in foreign currency exchange rates and interest
rates. The Company does not use any official sta-
tistical methods for measuring market risk expo-
sures; however, the management’s assessments
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 of the US
dollar’s position to the total amount of liabilities/
assets, and therefore no sensitivity analysis was
performed.

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

reporting date are as follows:

| Liabilities

In thousands of EUR ‘ 2018

Currency USD 3,387

2,575 2,376 1,119

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 mana-
ge the cash optimisation and centralisation under
the best financial conditions for most of the affilia-
ted companies (see Note 11). 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 re-
lating to interest rate movements.

The Company’'s management has entered into
loan contracts which are exposed to floating in-
terest rates in the normal course of business. The

Company’s management policy is to enter in the
variable interest rates borrowings contracts only. It
does not see the need to hedge the interest rates
related to these contracts.

An increase or decrease of interest rate (EURI-
BOR, LIBOR) by 100 basis points, considering
all other factors remain unchanged, would cause
a decrease or an increase of profitability by EUR
1,819 thousand (2017: EUR 1,803 thousand).

The sensitivities were estimated based on year
end balances and the actual results might differ
from these estimates.
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Fair Values Versus Carrying Amounts

The fair value of trade and other receivables,
cash and cash equivalents, finance lease recei-
vables, trade and other payables, except for long
term payables (refer to Note 14), loans and inte-
rest bearing borrowings with variable interest rate
is approximated by their carrying amounts as at 31
December 2018 as well as at 31 December 2017.

Basis for Determining Fair Values

The fair value of trade and other receivables, cash
and cash equivalents, finance lease receivables,
trade and other payables, including long term
payables (refer to Note 14), loans and interest bea-
ring borrowings is estimated as the present value
of the future cash flows discounted at market rate
of interest at the reporting date.

Credit Risk

Financial instruments that could potentially expo-
se the Company to concentration of counterparty
risk consist primarily of trade receivables and cash
and cash equivalents.

The Company considers that it has limited concen-
tration in credit risk with respect to trade accounts
receivables due to its large and diverse customer
base (residential, professional and large business

customers) operating in numerous industries and
located in many regions. In addition, the maximum
value of the counterparty risk on these financial
assets is equal to their recognized net book value.
An analysis of net trade receivables past due date
is provided in Note 9.

In addition, should a customer fail to pay any due
payment for services, the Company will limit the
customer’s outgoing calls and, thereafter, the pro-
vision of services will be interrupted.

The Company held cash and cash equivalents of
EUR 6,519 thousand at 31 December 2018 (2017:
EUR 8,820 thousand). The cash and cash equiva-
lents are held with bank and financial institution
counterparties, which are rated AA- to AA+, based
on Standard & Poor‘s Ratings.

Impairment on cash and cash equivalents has
been measured on a 12-month expected loss ba-
sis and reflects the short maturities of the expo-
sures. The Company considers that its cash and
cash equivalents have low credit risk based on the
external credit ratings of the counterparties.

On initial application of IFRS 9, the Company has
not recognised any impairment allowance related
to cash and cash equivalents as it was not consi-
dered to be material.

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 repu-
tation. The Company’s management monitors ris-
ks 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 po-
licy of cashpooling 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 compa-
nies (see Note 10).

113



Chapter 6

Annual report 2018

The following tables detail the Company’s remai-
ning contractual maturity for its non-derivative fi-
nancial liabilities without provisions in which the
maturity is unknown. The tables have been drawn
up based on the undiscounted cash flows of finan-

cial 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.

The following tables detail the Company’s expec-
ted maturity for its non-derivative financial assets.
The tables have been drawn up based on the un-
discounted contractual maturities of the financial
assets including interest that will be earned on tho-

se assets. The inclusion of information on non-de-
rivative financial assets is necessary in order to
understand the Company’s liquidity risk manage-
ment as the liquidity is managed on a net asset
and liability basis.

2018 2018
LEEPE LGEPE Less than 1 3 months
effective Less than 1-3 3 months In thousands of EUR effective 1 - 3 months 1-5 years 5+ years
In thousands of EUR : 1-5 years 5+ years : month to 1 year
interest 1 month months to 1 year interest rate
rate
Non-current receivables - 0 0 0 11,265 0
Non-current payables 15 - 0 0 0 8,196 5,296 13,492 Non-int t bear :
on-interest bearing receiv- )
Non-interest bearing liabilities 16 - 62,195 31,802 0 0 0 93,997 ables 49,391 6,066 21,814 0 0
Financial guarantee contracts - 0 0 0 0 0 0 Cash and cash equivalents 0.02% 6,519 0 0 0 0
Loan 14 - 0 0 110,000 100,000 0 210,000 ?/naerrlzgle interest rate instru- -0.356% 28,132 0 0 0 0
Interest and commitment fee 14 0.581% 0 305 596 930 0 2427

from Long term loan

32,107 110,596 109,126

319,916

2017 2017

VR LCECI Less than 1 3 months

effective Less than 3 months In thousands of EUR effective 1 - 3 months 1-5 years 5+ years
In thousands of EUR : 1-5 years 5+ years : month to 1 year

interest 1 month to 1 year interest rate
rate
Non-current receivables - 0 0 0 11,624 0
Non-current payables 15 - 0 0 0 8,960 6,481 15,441 Non-interest bearing recei
-i i iv-

Non-interest bearing liabilities 16 - 63,980 33,813 0 0 0 97,793 ables ) 52,880 5,300 19,110 0 0
Financial guarantee contracts - 0 0 0 0 0 0 Other receivables - 0 12,500
Long term loan 14 0 0 0 210,000 0 210,000 Cash and cash equivalents 0.02% 8,820 0 0 0 0
Interest and commitment fee 14 0.561% 0 295 884 1,206 0 2385 Variable interest rate instru- -0.356% 29.713 0 0 0 0
from Long term loan ments
Variable interest rate instru- 0 0 0 0 0 0

ments
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220,166

325,619
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Related party transactions
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The immediate parent company and the ultimate
controlling party of the Company are Atlas Servi-
ces Belgium, S.A., (from August 2008, up to July:
Wirefree Services Nederland B.V)) and Orange SA
(incorporated in France), respectively. Transac-

In thousands of EUR |

Liabilities - current and unbilled supplies

tions with related parties have been conducted
under standard business conditions. Receivables,
liabilities, purchases and sales with related parties

are summarised in the following tables:

31 December 2018 |

31 December 2017

In thousands of EUR | 2018 | 2017
Purchases
Orange SA (ultimate controlling party) 10,253 11,919
Orange Brand Services (fellow subsidiary) 6,770 7,743
Orange Polska (fellow subsidiary) 3,100 1,916
Atlas Service Belgium (mother company) 1,355 1,341
Orange CorpSec (subsidiary) 1,077 1,077
Orange Romania (fellow subsidiary) 463 484
Orange Egypt for Telecommunications (fellow subsidiary) 433 0
Orange Belgium (ex Mobistar) (fellow subsidiary) 105 795
Other 344 148
| 23,900 | 25,423

In thousands of EUR 31 December 2018 ‘

Trade accounts receivable - current

31 December 2017

Atlas Service Belgium (parent company) 210,010 210,006
Orange Brand Services (fellow subsidiary) 1,715 1,956
Orange SA (ultimate controlling party) 1,149 1,981
Mobistar (fellow subsidiary) 1,121 1,051
Orange CorpSec (subsidiary) 180 108
Orange Romania (fellow subsidiary) 91 111
Other 15 783
| 214,281 | 215,996
Dividends paid
Atlas Service Belgium (parent company) -72,000 -73,000
| 72,000 | 73,000

Orange SA (ultimate controlling party) 403 1,470
Orange SA - cash pool account 28,132 29,713
Atlas Service Belgium (parent company) 214 357
Orange Polska (fellow subsidiary) 159 428
Orange Romania (fellow subsidiary) 155 118
Orange Moldova (fellow subsidiary) 114 289
Orange Egypt for Telecommunications (fellow subsidiary) 1 1,893
Other 590 399

| 20,768 | 34,667
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Information on income and emoluments

Orange otk elow susidny of members of the statutory bodies,

Equant (fellow subsidiary) 2,404 2,330
Orange SA (ultimate control.party) 1,538 7,381 su pe rviso ry bod ieS, and other bod ies
Orange Romania (fellow subsidiary) 774 686
Orange Brand Services (fellow subsidiary) 314 290 Of th e acco u nti n g entity
Orange Moldova (fellow subsidiary) 134 294
Orange Belgium (exMobistar) (fellow subsidiary) 408 36
2::?6 Fayptfor Telecommunieations (felow subsiclar) sz 1’22 The inc_ome and emoluments of _the Company’s _mem_bers of the _statutory body,
supervisory body and other bodies are summarised in the following table:
| 9,234 | 15,080
In thousands of EUR ‘ 2018 ‘ 2017
The following related party transactions are appli- All outstanding balances with these related par- Board of Directors 0 0
cable for the Company: ties are priced on an arm’‘s length basis and are Supervisory Body 0 0
to be settled in cash mostly within 6 months of
B Management fees, brand fees — transactions ma- the reporting date, except for cash pool account Executive Management Board 2,675 2,720
inly with Orange Brand Services and Orange SA and long term debt as these have individual ma- Total ‘ 2,675 ‘ 2,720
(ultimate parent company); turities. None of the balances is secured. No ex-
B Intra-group international telecom services — mo- pense has been recognised in the current year or
bile and other telecom services with other group prior year for bad or doubtful debts in respect of
companies; and amounts owed by related parties. No guarantees
B Shared products — mobile and other telecom ser- have been given or received.

vices with other group companies.
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2.

Operating leasing

120

Leases as the Lessee

The Company is committed under operating lea-
ses, which relate primarily to office, retail space,

technological premises, and land and rooftops
for base stations. The future aggregate minimum
lease payments under non-cancellable operating
leases are as follows:

In thousands of EUR 31 December 2018 31 December 2017
Less than one year 11,388 7,299
Between one and five years 44,632 12,015
After five years 51,143 1,288

‘ 107,163 ‘ 20,602

During 2018, the Company reassessed the period
for minimum lease payments for contracts with
indefinite duration as it considered the overall le-
gal environment and telecommunication legisla-
tion. According to the historical analysis of actual
terminations effective in the past, that has been
executed during 2018, the Company noted, it
continues to rent the land although the rental ag-
reement is formally terminated by the lessor. For
contracts with an indefinited duration, the Com-
pany’s management estimated that the lease will
have a duration of 10 years.

Total expenses for rent represent EUR 11 mil-
lion (2017: EUR 11 million) and primarily repre-
sent office, retail space, technological premises
and land and rooftops for base stations and other
equipment.

The Company maintains evidence of assets un-
der lease contracts.

26.

Commitments and contingencies

Litigation

The Company is not involved in any legal procee-
dings outside of the normal course of business ex-
cept for litigations for which a provision was crea-
ted (see Notes 15, 27). lts management 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 a to-
tal amount of EUR 66,051 thousand (2017: EUR
72,024 thousand). The rest consists of investment
in 2G/3G network in the amount of EUR 6,847 thou-
sand (2017: EUR 19,193 thousand), investments in
4G network assets in the amount of EUR 34,579
thousand (2017: EUR 4,611 thousand) and the
other less material investments in long-life assets.

The Company also has OPEX commitments in the
total amount of EUR 47,069 thousand (2017: EUR
28,030 thousand) mainly related to the purchase
of handsets in amount of EUR 12,303 thousand
(2017: EUR 10,617 thousand) and network main-
tenance in amount of EUR 6,800 thousand (2017:
8,700 thousand).

Legal Commitments

The Company has not given any guarantees to
third parties in 2018 (2017: EUR 0 thousand).

Contingent Assets

The Company considers contract penalties as
contingent assets as the probability of their collec-
tions is very low (below 50%).
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21.

Critical accounting estimates,
judgements, and key sources
of estimate uncertainty

The preparation of the financial statements in con-
formity with IFRS as adopted by the EU requires
management to make judgments, estimates and
assumptions that affect the application of poli-
cies and the reported amounts of assets and lia-
bilities, income and expenses. The estimates and
the associated assumptions are based on histori-
cal experience and various other factors that are
believed to be reasonable under the circumstan-
ces, 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 the-
se estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to ac-
counting 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 resulting accounting
estimates will, by definition, seldom equal the rela-
ted actual results. The estimates and assumptions
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year are discus-
sed below:

Estimated Lifetime of Buildings, Machines,
Equipment and Intanglible Assets

Economic lifetimes, which are described in Note 3
(9) and (h), are determined based on the Compa-
ny’s best estimation of lifetime of long-term assets
and are reviewed annually.

A change in estimated lifetime of assets by 10%
against the actual depreciation as at 31 December
2018 would have increased / (decreased) the value
of tangible assets as shown below:

31 December 2018 ‘ 31 December 2017

In thousands of EUR ‘ Increase Descrease ‘ Increase Descrease

Estimated lifetime in years +/-10%

6,349 -7,760 5,881 -7,188

The sensitivities were estimated based on year
end balances and the actual results might differ
from these estimates.

Estimated Asset Retirement Obligation

The Company is obligated to dismantle techni-
cal equipment and restore technical sites when
it terminates its operation. The provision is ba-
sed on dismantling costs (on a per-site basis) in-
curred by the Company to meet its environmen-
tal commitments over the asset dismantling and
site restorations planning. The provision is asses-
sed on the basis of the identified costs for the cur-
rent financial year, extrapolated for future years by
using the best estimate for the commitment set-
tlement. It is discounted at a risk-free rate. This

In thousands of EUR

estimate is revised annually and the provision is
consequently adjusted against the relevant asset
where appropriate.

Analysis of Sensitivity of ARO Reserve

A change in discount rate by 1 bps and chan-
ge in dismantling costs by 10% against initial as-
sumption as at 31 December 2018 would have in-
creased / (decreased) the estimated ARO reserve
by the amounts shown below:

31 December 2018 ‘ 31 December 2017

‘ Increase Descrease ‘ Increase Descrease

Discount rate +/- 1bps

3,747 -4,390 3,338 -3,906

Dismantling costs +/- 10%

2,730 -2,730 2,445 -2,445
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The sensitivities were estimated based on year Analysis of Sensitivity of Enforceable Period
end balances and the actual results might differ
from these estimates. A change in enforceable period by 1 month again- =

st initial assumption as at 31 December 2018 wo-

Estimated Enforceable Period uld have increased / (decreased) the contract as- S b t t
set amount as shown below: u Seq u e n eve n S

Compared with IAS 18, the implementation of IFRS
15 requires new judgement and assumption regar-

ding the enforceable period of contract. Determi-
ning the enforceable period, the Company takes No other events with a material impact on the true and fair presentation of facts as presented in these finan-

into account the economic logic of the transaction, cial statements occurred after 31 December 2018 up to the preparation date of these financial statements.

and also over which period the contractual terms
have made the rights and obligations enforceable
through exit options, early renewal options and
other business practices.

‘ 31 December 2018 ‘ 31 December 2017

In thousands of EUR ‘ Increase Descrease ‘ Increase Descrease

Enforceable period +/- 1month 5,348 -5,143 5,484 -5,257

The sensitivity analysis was estimated based on
year end balances and the actual results might di-
ffer from these estimates.
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The financial statements were authorised for issue by the management on 23 April 2019.
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