





Every day, new technologies
offer new opportunities.

KPN makes life more free, fun
and easy by connecting people
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At the heart of the
connected world
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Every day, new technologies are bringing new opportunities.
For KPN and the Netherlands. And this is just the beginning.

Technologies such as 5G will soon enable companies in the
port of Rotterdam to optimize manufacturing, better predict
industrial maintenance and further improve safety. Among the
life-changing technologies we are seeing are those that
enable patients and healthcare specialists to exchange data,
so that people who need care can stay in their home. The
Internet of Things (IoT) is providing precision agriculture
solutions, aligning sensors and drones, which results in less
use of soil, water and pesticides. These technologies are

We are
determined to
become the
undisputed quality
leader in
the Netherlands

creating a society in which people and devices are increasingly
connected, la-this society, connecting is our core mission.

We want/fo be our cystomers’ trusted companion by offering
undisputed quality injaccess, service and customer experience.

For me, thisye as also a new beginning, since | assumed
the CEQ rolgin April 2018. After an in-depth infroduction to
the companly and a thorough analysis of its market position,
we outlined an updated strategy for the future. 'm proud

to be parf of this great company, with its strong reputation,

solid fingncial position, skilled people and global leadership
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From our store assistant to our webcare specialist, from our
field engineer to our senior manager, our employees work
hard - day in, day out — to make KPN the undisputed quality
leader of the Netherlands. Our customer-centric and
service-driven approach is underpinned by high customer
satisfaction (NPS) in both Business and Consumer segments.

The Netherlands leads the way in the development and
adoption of digital technologies, but there are undoubtedly
challenges ahead. The Dutch telecommunications market
is highly regulated, we face fierce competition and people
expect excellent networks. Both consumers and businesses
increasingly want converged propositions, over which they
can be in full control. They are looking for one-stop-shop
service delivery, a seamless connectivity experience and
the highest quality products and services. This is further
driven by the broader trends of IoT and cloud services.
This evolving landscape means we need fo be more flexible,
improve our time fo market and deliver innovation to our
customers faster than ever.

To ensure KPN delivers growth again, we kickstarted several
initiatives to shape our strategy for the period 2019-2021. Our
ambition for the next three years — as announced in
November 2018 - is to deliver organic sustainable growth of
adjusted EBITDA and free cash flow. We are positioning KP

infrastructure, focus on the best customer expérience and
profitable converged services and accelerate simplification
and digitalization within the company.

We operate in a capital-intensive industry. As data usage
continues to grow exponentially and the world becomes more
and more connected, we need to invest in our core asset:
infrastructure. In line with our ambition to have the best
infrastructure in the country, we will accelerate the roll-out
of Fiber to the Home. An additional T million households will
be powered by KPN by the end of 2021. In doing so, we will
connect more than 40% of Dutch households to fiber, the
most future-proof technology. Also, business parks will be
powered by KPN because we will improve access speed to
them and deliver >100 Mbps to 70% of these parks by the
end of 2019.

We will modernize our mobile network through a 5G-ready
equipment upgrade. With the launch of four different 5G Field

KPN at a glance Who we are and what we do

> Introduction by the CEO

Labs, we are exploring, together with our customers and tech
partners, the value of the new-generation mobile networks
through a variety of use cases. Crucially, we will continue to
invest in the development of our security requirements. We
want to contribute fo a safe digital society and make sure that
our customers trust us to handle their data with care.

We want to build the
best converged smart
infrastructure, focus on
the best customer
experience and profitable
converged services and
accelerate simplification
and digitalization within
the company

Building the best converged smart infrastructure is key in
what we want to achieve in both the Consumer segment and
the Business segment. In the Consumer segment, our aim is to
add another 300,000 households to our converged
propositions and to have 70% of our postpaid base converged
by the end of 2021. In the Business segment, our aim is fo have
100% of our SME customers on KPN EEN, our innovative and
easily scalable OTT platform for fixed and mobile business
communications by mid-2020. We will reduce our product
portfolio in the Business segment with 50% by end of 2027, to
be more efficient, to improve our time tfo market and to create
more value. Furthermore, we want fo transform our operations
to be more lean and digital. Our aim is fo grow profitable
revenues by leveraging our leading market positions.

We must ensure that KPN is efficient and has lean operations.
We must be super-fast because speed is key to success.
Faster digitalization and automation, which are inherent to the
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telecom industry, will lead to more organizational
simplification and result in around EUR 350m net indirect
opex savings over the period 2019-2021.

It is in this confext and in the current competitive environment
that we are rationalizing our brand portfolio and focusing

on our strong KPN-brand. The KPN brand is ready to serve all
customer groups in the various segments, from budget
services to premium services.

To introduce the new strategy to our employees, | visited all
KPN locations in the Netherlands towards the end of 2018.
During these sessions, we gained ideas and received feedback
from our employees. This is valuable because it's the people
who make the difference in our business. Now that our
strategy is clear, everyone will focus on executing it, which is
the best recipe for success.

Doing business in a sustainable manner remains our top
priority. In 2018, KPN was ranked third in the World Index of
the Dow Jones Sustainability Index. By 2025, we plan fo have
circular operations of close to 100%. Our KPN Mooiste Contact
Fonds, which sits at the heart of the company, celebrated its
10-year anniversary in 2018. The fund has, over the years,
connected socially isolated people with our tfechnologies

and with more than 20,000 voluntary contributions from

KPN employees.

| hope you enjoy reading this Infegrated Annual Report. It
offers insight info our achievements over the past year, our
new strategic focus, segment performance and especially how
we create value - for the company-and for society. KPN has
been the Netherlands’ confectivity paxtner for more than a
century. In that role, we will continue toinnovate and invest

businesses to be powered by KPN because we believe
power of connection. Now and for decades to come.

/4 We will continue
to innovate and
invest in our
strong network to

create the digital
highway of the
future







—— Amsterdam-
Zuidoost becoming
a smart city

Together with the Municipality of Amsterdam, KPN'is
working on smart 5G applications inithe areaof the
Johan Cruijff ArenA. We are testingtechriologies that |
make visitors o this area feel safer and mare
comfortable: Crowd control, for insTance thanks to
artificial infelligence, whnch recogmzes patterns on

the baS|s pf image, yoﬁs where po‘ren'rlal
pro‘blqm%“m*ay arise af major
4 _heke are many more;
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> Our main achievements

> Qur main achievements

Delivering
value through
solid results

In 2018, we delivered a solid set of results in a dynamic environment. Most key
figures show that we continue to deliver value in financial, commercial, operational
and sustfainable areas.

1 Based on continuing operations.

2 EBITDA adjusted for the impact of restructuring costs and incidentals. Reconciliations can be found in Appendix 1.
3 Free cash flow excluding Telefénica Deutschland dividend.

4 Second wave of Simplification program, realized end 2017 resp. end 2018 vs. end 2016.

5 Net operating profit less adjustments for taxes divided by capital employed.

6 Rebased to KPN's closing price of the last trading day of prior year.
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Adjusted EBITDA"?

€ million

Adjusted EBITDA
margin'?

€ million

39.7% 40.8%

2017 2018

N
N
©
()]
N
[
o
W

9
2017 2018

Free cash flow"?

€ million

Capital expenditure'

€ million

1131 1,106

2017 2018

730

2017

804

2018

Shareholder return

Realized run-rate

Capex and Return on capital employed®
opex Savings 8.8% 07 8.9% 2018
Simplification Regular dividend ordinary share
program* €Mctor €12t 201
€million Total shareholder return (TSR)

KPN -7.4% 2015

300
280 A2\

240 i
220 ~
200

Telco index -8.2% 2018

€

€

Dec 17 Apr18 Jul18 Oct18 Dec18
KPN
Stoxx Europe 600 Telecommunications Index®
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Energy consumption

In petajoules

D Energy consumed by KPN
D Estimated energy consumption savings by KPN customers?

Reputation’

RepTrak Pulse score

72.6

2018

70.5

2017

67.4

2016

Customer satisfaction

Net Promoter Score in The Netherlands

%Y

2016 2017 2018

Net Promoter Score in Consumer

A

2016 2017 2018

Net Promoter Score in Business
-3 -1 o

2016 2017 2018
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Converged services

[Z] Households in fixed-mobile bundles®
O Postpaid customers in fixed-mobile bundles

Transformation of
operating platform

% SME base migrated from legacy services*

Network speed

Average 4G download speed mobile network

@ LW

51Mbps 58Mbps 53Mbps

2016 2017 2018

Average maximum download speed broadband fixed

@ &

202Mbps 221Mbps

2017 2018
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> Review of the year

> Review of the year

NVhat we did in

2018
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Company and business

> KPN agreed on divestment of its US-based
subsidiary iBasis Inc. o Tofane Global.

> Maximo Ibarra succeeded Eelco Blok as CEO.

> KPN changed its management structure,
including the Board of Management. To
further strengthen KPN'’s execution power,
KPN manages its operations now through an
Executive Committee.

> Strategy update 2019-2021 announced with
the aim to become undisputed quality leader.

Products and services

Financial Statements

Appendices

Innovations

> KPN and Delft University of Technology
entered into a strategic partnership to
develop new technology in the field of 5G,
blockchain and artificial intelligence.

> KPN partnered in exploring the value of 5G in
four different field labs.

> KPN Ventures continued investing in projects
on cyber security, digital health and loT.

Privacy and security

> KPN brand proclaimed ‘Best all-in-one
provider’ on fiber and ‘Best mobile provider’
in the Netherlands by the Consumentenbond.

> KPN introduced the WiFi Tuner, an online tool
that optimizes WiFi coverage in the home.

> KPN introduced new mobile subscriptions for
small business customers.

> KPN passed the milestone of 2 million
converged customers in Consumer in the
third quarter.

> Number of iTV customers higher than ever.

Network and IT
infrastructure

N

-
NS

> KPN published the fifth edition of the
European Cyber Security Perspectives.

> KPN’s ethical hacker team became world
champion at the Global Cyberlympics.

Society

©)
OJ@,
lioll

> KPN continued investing in its networks,
infrastructure and underlying systems to
improve the user experience.

> KPN increased the capacity and speed of the
4G mobile network by carrier aggregation by
2100 MHz band.

> KPN’s LTE-M network was made available
nationwide for loT applications.

> KPN announced the intention to stop using
its 3G network as of January 2022.

> With Sneller Internet Buitengebied (Faster
Internet in Rural Areas) KPN boosted the
internet speeds in designated rural areas by
combining the fixed and mobile 4G network.

> KPN and FutureNL taught children how to
code and program using FutureNL learning
materials with School of Code.

> KPN Mooiste Contact Fonds and the
Papageno Foundation launched a music app
for autistic children.

> KPN Circular Manifesto signed by 11 suppliers.

> Vereniging Bartiméus Sonneheerdt launched
Scribit:tv to make online videos accessible to
the blind and visually impaired with the help
of KPN Mooiste Contact Fonds.

External recognition

Ejﬂ

> KPN won two Computable awards:
‘Service Integrator of the Year’ and ‘Digital
Transformation of the Year'.

> KPN listed for the seventh consecutive year
on the World Index of the Dow Jones
Sustainability Index (DJSD.

> KPN listed in the top ‘SEP Europe’s Corporate
Startup Stars’ for stimulating cooperation
with startups.

> KPN'’s ‘Besturing 2.0’ project is awarded the
‘Corporate Recognition Award’ from the
Institute of Management Accountants (IMA)..

>21
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> Our purpose and the world around us

Understanding
the impact
of digitalization

Who we are and what we do

> Our purpose and the world around us

Smart homes, chatbots, remote monitoring of embankments, precision farming and
autonomous cars: our society is being transformed by digitalization and the

implementation of new technologies. The world is becoming more and more

connected. With our networks, we strive to provide secure, reliable and future-proof
solutions. We enable people and 'things' to be interconnected. At the same fime,
we are working hard to become a circular telecommunications provider.

trends that

Digitalization comes
with major interlinked

influence society
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The world around us

More than fen years ago, the first smartphones were released,
webshops were in their infancy and social media was still
exofic. Nowadays there are self-driving cars on the road,
robots vacuum our houses and drones inspect crops at farms.

Digital innovation is accelerating, driven by new technologies
and an increasingly interconnected world. This is boosting
economic growth, creating new value by opening up new
possibilities and combinations. It is also helping fo reduce our
shared ecological footprint, making society more sustainable.
Digitalizafi es with major interlinked trends that
influende society: the ability to interconnect, instant access to
services érns about privacy and security.

Appendices

> The connected society
The first trend, and potentially the most influential, is the
rapidly growing number of connected, data-generating
devices, and the massive, confinuously growing data
streams resulting from them. Networks and technology
need to be available to facilitate this growth in data traffic.

v

Instant high-quality demand

In a connected society, consumers and businesses expect
to have a seamless connectivity experience. They also want
instant access fo services that provide immediate results at
the highest possible standard. We call this the ‘service me
now’ mentality.

v

Trust and ethics

Trust and ethics become more important as people become
aware of the downsides of social media and other products
and services that rely on monetizing big data and personal
data. This is fueling concerns about privacy and security.
People are looking for partners they can frust.

OHE HIBO
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KPN in Dutch society

KPN at a glance Who we are and what we do

> Our purpose and the world around us

Our market position

KPN operates at the center of a dynamic environment,
helping fo shape new business models and markets where
technology interacts with societal frends.

As the Dutch incumbent, KPN has a natural bond with Dutch
society that stretches back over a century. We are closely
linked to the Netherlands in every way and in almost every
sector. As Dutch society grows ever more dependent on

IT and telecom services, the new services we deliver become
more relevant, helping the economy and society to advance
and become more sustainable. This includes providing
crucial services for the police, defense force, transport and
healthcare sector.

The Dutch telecommunications market is mature and highly
competitive. The Netherlands is one of the leading countries
in telecom, with three converged players. Moreover, the
mobile networks in the Netherlands are among the best
networks in the world.

In today’s market, there are two high-speed fixed access
networks with nationwide coverage (KPN, VodafoneZiggo),
three mobile network operators and numerous mobile
virtual network operators (MVNO) exerting pressure on the
mobile-only market. There is an accelerating shift towards
fixed-mobile convergence, with rising expectations of
in-home WiFi access quality. The business market is highly
competitive and the fraditional connectivity market is
shrinking.

Acting on the changes in society is an important factor in the
success of our business and in strengthening/our mark
position as a leading supplier of IT services. Digitalization
affects KPN at its core: our networks, interface with customers
and operational processes. It holds great opportunifies,
particularly because KPN is a large player in the/Dutch IT
market. The following summary of our strengths, weaknesses,
opportunities and threats (SWOT) provides a brief overview
of the evaluation of our competitive position in/the environment
in which we operafe.

Digitalization holds
great opportunities for
KPN as a large player in

the Dutch IT market
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| Strengths

Financial Statements Appendices

Opportunities

> Increased customer satisfaction demonstrated by a higher
Net Promoter Score (NPS).

> Advanced converged telecommunication networks
throughout the Netherlands to provide high-quality service.

> Trusted provider of critical communication services.

> Externally recognized for sustainability contribution, as
illustrated by positive benchmark results.

> Very strong brand within the Dutch telecommunications
and IT market.

> Strong competences in network security and cyber security
o protect customer data.

> Attractive combination of bundled services and broad
business and consumer market portfolio for fixed, mobile
and IT services.

> Skilled and motivated employees.

Weaknesses

&

> Digitalization of customer interactions offers opportunities
o improve processes, but also to help customers to operate
digitally.

> Through innovative partnerships, creating solutions fo meet
social challenges that come with urbanization, higher life
expectancy and individualization.

> Leverage data and analytics capabilities to create value in
the current business model and develop new business
models.

> Technological developments in infrastructure, software and
virtual networks and loT may lead fo better products and
services.

> Ability to deliver the key enabling technology for the
technology stimulus and demand pull.

> Exponential growth in data traffic makes us highly relevant.

Threats

> Solid, but still too complex IT systems and processes.

> Extensive customized business market portfolio and
processes for large enferprises.

> Lack of sufficient gender diversity, especially in middle
management functions.

> Organizational chains are too long, resulting in high costs
and slower time to market than desirable.

> Requirement to keep investment at high levels to maintain
neftwork quality.

> Dependency on large international suppliers.

)
&

> Fierce competition from international network providers
and over-the-top (OTT) players.

> Confidentiality, integrity and availability of networks,
systems or customer data increasingly under threat.

> New restrictive regulation in the EU and the Netherlands
for telecommunication companies.

> Disruptive technologies and new business models that we
need to adapt to.

> Challenging labor market for sufficient qualified staff.

> Dependency for felecommunications equipment on
suppliers that arouse concerns regarding security, amongst
other things, due to international geopolitical developments.

> Data growth and network expansions challenge our energy
reduction fargets.

>27
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> Our strategy and activities
> Our strategy and activities

Becoming the undisputed
quality leader in the Netherlands

On the back of the 2016-2018 strategy - underpinned by the KPN is accelerating the execution of its strategy, positioning
Simplify, Grow and Innovate pillars - we have built a stable itself as a future-proof, high-quality, lean telco with premium
and financially healthy KPN with increased customer consumer, business and wholesale customer relations.
satisfaction. KPN is active in a highly competitive KPN continues to invest in its infrastructure to become the
environment. This requires a flexible organization that is undisputed quality leader in the Netherlands. KPN aims for organic
capable of delivering a faster fime to market and bringing and sustainable growth of adjusted EBITDA and free cash flow in
innovation to its customers faster. 2019-2021, contributing to a progressive dividend and deleveraging.

Strategic priorities
2019-2021 Main pillars Main goals

- Acceleration of fiber roll-out - +1million FttH households by end 2021

Building the

best converged - Full mobile network - 100% 5G ready by end 2021
smart modernization - ~45% of households at >1 Gbps
infrastructure - Moving fo all-IP - ~70% of households at >200 Mbps

- ~50% virtualized network functions
100% all-IP by end 2021

Focusing on Consumer: Consumer:
profitable - Best household access and - +300K converged households by end 2021
. . growth customer experience - 70% postpaid base converged in 2021
Dellverlng segments - Growing converged customer base
organic and product penle‘rra‘rion )
- Focus on delivering value Business:
sustainable - Migrate 100% of SME base to KPN EEN by
Business: mid 2020'
growih by - Converged simplified product - Migrate 100% of LE base to KPN EEN in 2020
portfolio - Value over volume in LE & Corporate
- Transformation of operating - Stabilized end-fo-end adj. EBITDA by mid 2020
platform - Reduce IT systems with 75% by 2021
- Lean and digital operations

Accelerating - New multi-year opex reduction - ~€ 350 million net opex savings?
simplification program - From 20 to 2 converged IT stacks, one for
and - Lean operating model consumer and one for business-to-business
digitalization - Digital customer journeys - From5to 1 core networks
- Automated back-end tasks - Simplified end-fo-end organization

1 Traditional fixed-voice and legacy broadband

>28 2 Indirect opex adjusted for the impact of restructuring costs and incidentals, savings compared to 31 December 2018.
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Our core activities

Financial Statements Appendices

Our services

Our core activities relate to providing fixed and mobile
networks and IT infrastructure for rendering services to KPN's
retail, business and wholesale customers in the Netherlands.

Building and maintaining the infrastructure

KPN builds and maintains its infrastructure in a continuous
process with help from suppliers addressing coverage,
capacity, speed, quality, continuity, and safety and privacy
regulatory. Consequently, KPN's main investments and expenses
are conducted to build and maintain its high quality infrastructure.

Delivering connectivity

We deliver connectivity services to end-users. We do this by
making sure that we route calls, data and video streams
between and towards the users of our networks in a reliable
and secure manner, safeguarding high quality. For end-users,
it's all about the quality of our core services.

Serving the customer

We serve our customers throughout the customer journe
taking care of all interaction between the customer 3
the duration of the relationship. We believe that our customers
look for a one-stop-shop experience for integratedisolutions
and want us fo simplify their life. We aim o serve our cusfome
with the right products and the right customer experience.

S

Read on page

85 how our
strategy mitigate
the risks that
we face.

Consumer

We are committed to offering KPN’s retail customers a broad
range of services in the areas of communication, information,
entertainment and commercial services through single- and
multi-play offerings. The services we offer across our different
brands include fixed and mobile internet, TV and telephony.

Business

KPN offers its business customers (small, medium, large and
corporate enterprises) a complete portfolio of services - from
fixed and mobile telephony and internet to a range of
end-fo-end solutions in core connectivity and close-to-core
IT services such as cloud services, security and workspace.

Wholesale

We provide connectivity solutions o KPN's wholesale partners
via our fixed and mobile networks.

Our customers look
for a one-stop-shop
experience for
integrated solutions
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> Qur value creation model

Enabling
people to

>30
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operate business model
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We are af the very heart of our customers’ connected life. We are passionate about
offering secure, reliable and future-proof networks and services, enabling people to
be connected anytime, anywhere, whilst at the same time creating a more

prosperous and cleaner world.

To properly understand the ways in which we impact society,

we have visualized the value we create for our stakeholders
as well as our impact on society, using the six capitals model
of the International Integrated Reporting Council (IIRC).

We highlighted the assets that are most valuable fo our
business model and provide the necessary input for
performing our core activities. We do this by following our
strategy and ensuring responsible operations. The value we
create for our stakeholders is the effect of our business
models. With our business results and the effects on our
stakeholders, we have an impact on society and on the
realization of the UN’s Sustainable Development Goals.

Results of
our business
model

Value we
create

The chapters of our infegrated Annual Report follow the
structure of this value creation model, providing insights into
our results and how this creates value for our stakeholders
and society.

To investigate the fopics that are most important from both
our business perspective and our stakeholders’ perspective,
we perform a materiality assessment annually. Appendix 3
describes this process and presents the most material fopics
in the materiality matrix. Furthermore, the connectivity table
in Appendix 2 shows how the most material topics are linked
o our value creation model and how they are reported on in
this report.

Long-term

impact
on society

> 31
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> Our value creation model

The value we create

>32

Our capitals to operate

Purpose:
To connect everything and everybody in an innovative,
reliable and sustainable way.

Customer base
and demands

Ambition:

To be at the very heart of our customers’ connected life,
we want to be their trusted companion by offering best-
in-class quality in terms of access, service and customer

Partnerships and .
experience.

suppliers

Strategic priorities
> Building the best converged smart infrastructure.
Networks, IT > Focusing on profitable growth segments.

infrastructure and > Accelerating simplification and digitalization.
mobile spectrum

Core activities:

> > Invest in a future-proof secure, reliable, high-
quality network.
Skilled and > Offer high-quality products and services with a
motivated best-in-class customer experience.
workforce > Automating and digitizing where possible,

thereby simplifying IT stacks, networks and our
organization.

How we operate:
Solid financial Deliver end-to-end teamwork, speed in execution
basis and first time right for our customers.
O
Green energy
Governance Risk and
p— . control
Compliance




The long-term value we create

PEEE@®E

How we safeguard long-term value

Products and
services, that are
simple, digital,
flexible and move to
converged

Converged smart
infrastructure

Focused innovation
and digitalization

Privacy and
security

Sustainable
employability

Environmental
performance

Value we create

Financial Statements

GO
(T

Customer value:
Customer in control
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> Our capitals to operate

Brief overview of our
valuable assets

We allocate our six key assets or transform them to maximize the value we
create for our organization, our stakeholders and society af large in the short
and the long term.

Customer base and demands Partnerships and suppliers

&)

We have a leading market position in the felecom industry, We are always looking for new partnerships and partners to
with commitments to millions of customers. Their demands create new business with. We work with suppliers to improve
constitute our license to operate. our supply chain practices and with whom we work towards

meeting our strafegic goals.

2018 2017 2018 2017
Consumer and Business postpaid Parftnering innovative startups &
customer base 5,466k 5,556k  entrepreneurs ~90 ~60
Consumer and Business broadband Parftnering research centfers &
customer base 3,223k 3,243k"  universities 3 2
Interactive TV customer base 2,168k 2116k KPN Ventures Fund size EUR70 m EUR70m
Fixed-mobile households 1,343k 1,253k #of critical suppliers 53 53
Wholesale fixed lines 933k 931k

1 Restated: including all Business broadband lines.
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Networks, IT infrastructure
and mobile spectrum

Financial Statements Appendices

Solid financial basis

Ein

We continuously innovate and upgrade the capacity of our
integrated network and IT infrastructure to serve KPN's
consumer, business and wholesale customers.

2018 2017
Capital expenditure EUR1,106m EUR 113Tm
Average 4G download
speed mobile network 53Mbps 58Mbps
Average maximum download
speed broadband fixed 221Mbps 202Mbps

Skilled and motivated
workforce

Capital providers provide us with the necessary capital for
our capital-intensive business. We aim to realize a return on
investment that outperforms the cost of capital while
solidifying our financial position.

2018 2017
Market capitalization EUR10.8bn EUR 12.2bn
Net debt/EBITDA ratio 2.5x 2.6x
Credit rating
Moody’s/S&P/Fitch Baa3/BBB-/BBB Baa3/BBB-/BBB

Our people create and represent our company. With an
engaged population of professionals, young talent, interim
employees, our workforce is equipped to anticipate changing
market needs and offer maximum added value.

2018 2017
Full-time domestic personnel 12,412 12985
Full-time personnel abroad 19 19
Average training cost in EUR per FTE 1,895 1,517
Employee score for engagement 77% 80%

1Restated: reclassification of iBasis as discontinued operations.

m Green energy
&)

We believe that sustainable business is better business. We
are climate-neutral for our own operations and we use 100%
green electricity.

2018 2017
Green electricity consumption 100% 100%
Energy consumption 3.234P) 3.232P)



>36

@ The ey
— aspecialist:
onhand

has exactly the right rﬁédigal specialist on board to trea
the injuries suffered. Impd‘:s‘si-bJe_? Not if there is a way
of allowing the specialist af t
through the eyes of the paramed
medical assistance with au

in collaboration with the Burnr

use expertise from a d|s‘ran§~ak’-
hospital knows even better what

prepare for.



o8



KPN Integrated Annual Report 2018 Contents

> The value we create for stakeholders

Customer value

KPI

NPS NL

NPS Business

NPS Consumer

NPS KPN Fixed-Mobile

Customer experience

We believe that sustainable customer value is created by

building a happy and loyal customer base. Safisfied and loyal

customers have an increased customer lifetime, take more
services and provide word-of-mouth advertising.

To achieve this, it is increasingly important to create
memorable experiences.

KPN uses Net Promoter Score (NPS) as a measure of the
safisfaction of our customers and as an indicator of their
loyalty. We improved our NPS in 2018 again, in both the
Consumer and Business markets. We did not completely
meet our NPS targets in 2018, due fo setbacks in the last
quarter in one of the service channels, the performance of
iTV and the migration of Digitenne. In line with the changed
management structure, as of 2019 only the NPS scores of
Consumer and Business will be reported.

Understanding our customers

Our customers’ expectations are not only being determined
by their experience of the telecommunications industry.
Previous experiences of other industries set the bar for
experience expectations with KPN. It is important to
understand what drives our customers, what is important in
their lives, what role can KPN play and how do they perceive

KPN at a glance Who we are and what we do

Result 2018

9 8
o A
14 13
25 5

Result 2017

our services? For this deep level of customer understanding,
we use various types of customer research.

> In our Experience Lab, we inferview customers and observe
customers’ behavior to determine their needs and
expectations, to test prototypes and fo validate solutions. In
2018, we conducted about 200 Experience Lab
experiments. In one of these experiments, we tested Voice
Response System (VRS). We then introduced VRS in our
customer service approach later in the year, allowing
customers to ask their question right away instead of
having fo go through a selection menu.

We continuously gather customer feedback on important
customer journeys and fouchpoints. In 2018, about 2 million
customers responded to our surveys with valuable
feedback which we use to improve customer experience.
For example, we established a customer service team with a
wide variety of expert knowledge to increase the pace of
solving and addressing complaints.

In 2019, we will continue to engage with our customer
community to co-create valuable products, services

and experiences.

v

v
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Customer journey design

Financial Statements Appendices

Our impact on society

To deliver great customer experience, we design opfimal
customer journeys. New products and services are designed
from scrafch to match the intended customer journey. The desired
customer experience is determined for target customer
groups, e.g. for consumers and large corporate enterprises.

An important aspect is fair communication. Honest and clear
communication is a vital aspect of all journey designs we deliver.
We design with full fransparency in mind, so our customers
can make the right decisions. This motivates us to deliver on
our promises.

In 2018, we introduced the WiFi Tuner, which facilitates
increased in-home WiFi performance. Our customers
increasingly have a > 50 Mbit wireless connection at home.
Other key journey (re-)designs in 2018 were fiber roll-ouf,
mobile subscription renewal and privacy & consent.

Alignment on delivering the best possible experience
We can only deliver the best possible customer experience
when all our employees are aligned on what that experience
should be and understand how to realize this. KPN
eXperience is an initiative that engages KPN colleagues in
various events, workshops and exercises. These help fo
boost maximum employee engagement for showing
customer centric behavior. Over 350 KPN employees are
currently involved in KPN eXperience as change agent. They
inspire and challenge their work environment to become an
ever-more customer-centric KPN. In 2018, we launched the
JIJ’-campagne (YOU campaign) to underline customer impact
and the importance of every single KPN employee in this.

Reputation & customer loyalty

2018 was a milestone year for KPN reputationally. It started
with KPN elevating fo number 2 in the industry-adjusted
ranking of the 30 largest publicly traded companies in the
Netherlands. In addition, the Dutch general public gave KPN
a RepTrak Pulse score of 72.6. The year closed with our first
ever six-month period of Pulse scores in the 70s.

Underlying these developments, KPN saw increased public
appreciation of the qualities and behaviors in the RepTrak
study which the Board of Management has identified as the
most essential, reputationally and strategically.

Including people who have difficulties fulfilling
payments

KPN is still an active member of the coalition of creditors that
is looking for solutions to help the growing number of
customers with payment arrears and debts. We intend fo sign
a covenant with the NVVK (the Netherlands’ association for
debt counseling), resulting in a smoother process for people
in debt to get the right support from KPN.

Including children by helping them to be safe online
Our website includes information to help parents better
understand the online life of their children. In 2018, we posted
items on the use of mobile phones, safety online,
cyberbullying and understanding the games children play online.
This awareness campaign is one of the initiatives which fits the
KPN commitments in the Alliance. The Alliance is a joint
initiative of The European Commission and ICT and media
companies, NGOs and Unicef to better protect minors online.

Including elderly people who want to live at home
longer in a safe way

With KPN Vitaal Thuis, we provide elderly people living on
their own with a small number of motion sensors that signal
their daily activities at home. This gives their informal
caregivers a peace of mind and the possibility to keep an eye
on things when they are not there. Consequently, the elderly
may live independently and safely at home for a longer
period of time.

Dementia-friendly stores

Since people are getting older, the number of dementia
diagnoses is also increasing. Because we want fo serve these
customers in the best way we can, we invested in online
fraining for our employees so that our stores are dementia-
friendly. At the end of 2018, 91% of our stores are certified.

Sponsorship

Sports sponsorship

Speed skating

As the main sponsor of Dutch speed skating, KPN facilitated
the Coolest Ice Rink of the Netherlands during the 2018
Winter Olympics for Dutch skating fans and customers.
Together with Dutch Olympic Champion Sven Kramer, KPN
developed a speed skating campaign to atfract children to
the sport and teach them to skate. In the Olympic Stadium in
Amsterdam, KPN also celebrated 125 years of Dutch speed
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skating history with the World Allround Speed Skating
Championships. With our partner the Rijksmuseum, KPN put
together a special exhibition about skating history and 40
former speed skating champions posed together in front of
Rembrandt’s world-famous The Night Watch. We decided to
terminate our sponsorship of the Dutch Olympic/Paralympic
team as of 2019.

Soccer

KPN is the proud sponsor of the Royal Dutch Football
Association (KNVB) and the Dutch Premier League
(Eredivisie). As soccer is one of the most popular sports in
the Netherlands, KPN likes to associate itself with the sport.
The goals of the partnerships are o increase brand
preference and awareness, NPS, to upsell and cross-sell KPN
products and services and to promote KPN’s main
partnership with the Dutch Eredivisie and Fox Sports.

TEAMKPN Sportfonds

Noft all national team sports get the same opportunities,
despite some great achievements. The TEAMKPN
Sportfonds has been set up especially to support promising
feams in need of a helping hand. This support of teams with
limited resources, like the national men’s volleyball team,
means they can keep their Olympic dream alive.

Arts and culture

KPN main sponsor of the Rijksmuseum

The collection of the Netherlands’ most important museum
is a source of pride and can be seen as a national treasure.
We, as the museum’s main sponsor, contribute fo making the
Rijksmuseum’s artwork accessible to everyone in the
Netherlands, both at the museum and digitally. In 2018,
Rijksmuseum and KPN launched the renewed Rijks app that
provides guided tours through the museum and includes
high-resolution images of the entire collection. Together with
partner Samsung, KPN launched a campaign for the
Samsung Galaxy S9 Rijksmuseum Limited Edition, including
a Rembrandt’s The Night Watch themed smart cover and
free access to more than 600,000 works of art through the
Rijks app.

The Royal Concertgebouw

Music connects people. That’s why we support the

Royal Concertgebouw in Amsterdam with our IT products
and services. Via the KPN Mooiste Contact Fonds,

we also help vulnerable groups in society get acquainted
with classical music.

KPN at a glance Who we are and what we do

Museum Boijmans Van Beuningen

KPN is proud sponsor of the Depot Boijmans Van Beuningen
in Rotterdam, of which construction started in 2017. This
building will not only store the museums’ artworks during the
construction, visitors will also be able to view them here. The
top pieces from the KPN art collection will also be housed in
this special building. The expected opening is in 2020.

KPN Mooiste Contact Fonds

Connecting people for 10 years

Loneliness is a major social problem in the Netherlands,

as more than one million Dutch adults feel lonely. This issue
is not an easy one to discuss or to solve. With the KPN
Mooiste Contactfonds, KPN has been supporting vulnerable
groups dealing with loneliness since 2007 by funding a great
number of projects in cooperation with NGOs. The
foundation receives the help of KPN employees, our IT
resources and financial support. In 2018, we received 1,766
voluntary confributions fo our foundation..

To celebrate the 10th anniversary of the foundation KPN
launched an integrated campaign in September 2017 to raise
awareness about loneliness in the Netherlands. The
anniversary was a central theme during the Rijksmuseum
summit, the annual relationship event of our CEO. Other
initiatives during the lustrum year 2017-2018 included our
project KlasseContact and the KPN Mooiste Contact Fonds
Jubilee Tour for lonely elderly people. We also made a film in
2017 to thank all our social partners, beneficiaries and
volunteers. The real beneficiaries of the foundation played

a key role in this film. The foundation’s official mascot Maatje
also played a key role during the anniversary celebrations.
All these activities resulted in a higher awareness of KPN's
social role, which led to a higher appreciation of our brand
and reputation among our stakeholders.
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Financial Statements Appendices

Shareholder value

We delivered on our 2018 outlook: adjusted EBITDA grew with 0.8% y-on-y, Capex
was € 11 billion and free cash flow was up 10% year-on-year reaching € 804 million.
In 2018, we saw significant growth in our converged customer base, resulfing in
higher customer satisfaction and lower churn.

Financial review

KPN'’s focus on value and convergence further strengthened
its position as the leading converged operator in the
Netherlands. Increasing fixed-mobile penetration, as a result
of a targeted household approach, is delivering higher
customer satisfaction and lower churn.

Revenue and other income

Adjusted revenues and other income were 19% (EUR 111m)
lower y-on-y in 2018. Residential revenues increased by 09%
compared to 2017. KPN focused on strengthening household
relationships through its continued focus and convergence.
This was visible in the increased fixed-mobile penetration
among broadband customers and more SIMs per household.
Mobile service revenues declined 6.1% y-on-y, driven by
regulation and continued price pressure on the mobile
market.

Adjusted revenues in Business declined 19% y-on-y in 2018.
Growth in Professional Services and IT services was offset by
lower revenues from fraditional single-play services and
continued mobile price pressure.

Result 2018 Result 2017 (Restated)

~ €2,303m €2285m
 €1106m
~ €804m  €730m

KPN continues fo upgrade customers to improved access
speeds and focuses on a simplified product portfolio with
converged services on the KPN EEN platform. This allows for
fransformation of the operating platform with lean and digital
operations. Furthermore, KPN will have a clear value-over-
volume approach and focus on profitable growth.

Revenues from Communication Services declined 79%
y-on-y in 2018, mainly driven by lower revenues from fixed-
voice (-13% y-on-y) and lower Mobile service revenues (-6.3%
y-on-y). Over the past 12 months, KPN's M2M base grew by
1.3m SIMs to ~5.0m at the end of December 2018.
Furthermore, KPN continues to add customers to its fully
integrated KPN Things platform.

Revenues from IT Services increased 12% y-on-y in 2018,
mainly driven by growth in security and cloud services.
Revenues from Professional Services & Consultancy
increased by 8.8% y-on-y, supported by additional project-
based work in 2018.

In Wholesale, adjusted revenues decreased by 8.0% y-on-y in
2018, mainly due to lower regulated tariffs (MTA/FTA).
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Adjusted revenues

KPN at a glance

Who we are and what we do

in € million
I -1.9%
5,749 52
-- - 54
. 5639
Adj. revenues Consumer Business Wholesale Other Adj. revenues
2017 (Gincl. 2018
eliminations)
In 2018, revenue was not impacted by incidentals. In 2017, the
negative impact of incidentals (EUR 7m) related to revenue-
related provisions in Wholesale.
(]
Adjusted EBITDA
in € million
[ J
39.7%" 40.8%"
35 2,303
2,285 m -
51
63 20 ---
TTEEE
Adj. EBITDA Revenues Costs of goods Personnel IT/TI Other Adj. EBITDA
2017 & services expenses operating 2018
expenses

1Adjusted EBITDA margin

Adjusted EBITDA increased by 0.8% (EUR 18m) y-on-y.
Lower revenues were offset by ongoing savings from
simplification and digitalization of services.

Cost of goods and services were positively impacted by lower
traffic costs compared to 2017.

Due to simplification and digitalization initiatives, IT/TI costs
declined 10% y-on-y in 2018. Personnel expenses were
higher in 2018 compared to last year due to the impact from

a new collective labor agreement. Other operating expenses
were 4.4% lower y-on-y and benefitted mainly from less costs
related to billing & collection and housing & facilities.

EBITDA was impacted by restructuring costs of EUR 102m
(2017: EUR 86m). The net negative impact of incidentals in
2018 was EUR 16m (2017: EUR 29m net negative impact). The
adjusted EBITDA margin increased to 40.8% (2017: 39.7%),
supported by a strong cost focus in all areas of the business.
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For information on financial and operational performance per
segment, see Note 3 fo the Financial Statements.

Operating profit

Group operating profit (EBIT) increased 4.4% y-on-y to
EUR 789m in 2018. The increase was mainly driven by lower
depreciation charges and higher adjusted EBITDA, partly
offset by higher restructuring charges.

Financial income and expenses

Net finance expenses increased 79% in 2018 to EUR 267m.
The EUR 20m decrease in finance expenses, mainly as a
result from swapping the 2025/2028 bonds to a floating
interest, was offset by the EUR 16m lower dividends received
on KPN’s stake in Telefénica Deutschland and other lower
financial results (2017 included a EUR 30m gain recognized
on the sale of our stake in Tecnocom).

Income taxes

In 2018, KPN recognized a tax expense of EUR 233m (2017:
EUR 119m). KPN's effective tax rate for 2018 is 44.6% (2017:
23.4%) mainly due to a one-off EUR 107m revaluation of
KPN’s deferred tax asset driven by the lower corporate tax
rate in the Netherlands (22.55% as of 2020 and 20.5% as of
202M. Excluding the one-off revaluation of KPN'’s deferred
fax asseft, the effective tax rate would have been ~23%.
KPN continues to qualify as an innovative company and
therefore benefits from the innovation box fax regime,

a facility under Dutch corporate income tax law whereby
profits attributable to innovation are taxed at an effective
rate of 7%. For 2019, the effective tax rate is expected o
continue to be ~23%. Due to the Dutch tax rate change,
this rate is expected to reduce further to ~22% in 2020. See
Note 8 to the Consolidated Financial Statements for further
information on KPN’s tax position.

Net profit

Net profit for 2018 (continuing operations) decreased by
EUR 109m to EUR 280m, driven by a one-off revaluation of
KPN's deferred tax asset. The result from discontinued
operations (EUR -10m) comprises the result of iBasis

(EUR -7m) and the unwinding of remaining positions related
to BASE Company (EUR -9m) and E-Plus (EUR 6m).

Disposal group held for sale: iBasis

On 7 March 2018, KPN announced that it had reached an
agreement fo sell iBasis to Tofane Global. Therefore, KPN has
accounted for iBasis as a discontinued operations since

that date. See Notes 3 and 15 to the Financial Statements for
further information.

Financial Statements Appendices

Restatement of 2017 financial information

In 2018, KPN applied IFRS 9 ‘Financial Instruments’ and IFRS
15 ‘Revenue from Contracts with Customers’ for the first tfime.
The 2017 financial information has been restated for
comparison purposes.

The main impact of IFRS 15 is:

> Allocation of revenue to the handsets and recognition of
revenue at delivery of the handsets under IFRS 15, whereas
under the previous accounting policies revenue was

recognized up to the non-contfingent cash received upfront.

v

Revenue for variable considerations, including revenue
related fo disputes, was recognized when it was probable
that these would flow to the company. Under IFRS 15 such
revenue is only recognized when this is highly probable,
resulting in less revenue recognized. As a conseguence,
such revenue, although invoiced, is recognized later when
this higher threshold is met.

A summary of the impact of IFRS 15 on equity and profit in
2017 is as follows (in € million):

Equity at Equity at
1 January Profit for the 31 December
2017 year 2017 2017

Allocation of revenue to
handsets under IFRS 15 +304 -62 +242

Revenue for variable
considerations not

recognized under IFRS 15 -69 -47 -16
Other +50 -5 +45
Tax impact (net) -63 +21 -42
Total +222 -92 +129

Under IFRS 9, an additional provision for expected credit
losses is recognized for frade receivables not yet overdue
and for contract assets recognized under IFRS 15, which
mainly relates to the recognition of handset revenue.

The impact of IFRS 9 on equity at 1 January 2017 and

31 December 2017 is an increase of EUR 5m after tax.

Pages 119 to 123 provide a detailed description of the
impact of IFRS 9 and IFRS 15 on the Consolidated Statement
of Profit or Loss and Consolidated Statement of Financial
Position in 2017.

Free cash flow
Free cash flow (FCF) for the full year 2018 of EUR 804m was
EUR 74m (+10%) higher y-on-y, excluding the EUR 54m

dividend received from Telefénica Deutschland (2017: EUR 70m).

The increase was mainly driven by EUR 41m less inferest
paid, EUR 25m lower capex and EUR 17m higher EBITDA.
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Solid financial position

Net debt to EBITDA

Net debt amounted to EUR 59bn at the end of 2018, a
decrease of EUR 0.1bn compared to the end of 2017. The
decrease is mainly driven by retained cash flow and proceeds
from selling Teleféonica Deutschland shares, partially offset
by lower hybrid equity credit due to the redemption of the
EUR 11bn hybrid bond.

KPN remains committed to an investment grade credit profile
and aims for a net debt to EBITDA ratio of <2.5x in the
medium term. As of 31 December 2018, the net debt to
EBITDA ratio was 2.5x (2017: 2.6x). This includes the equity
credit on the hybrid bonds representing 0.2x net debt to
EBITDA. The average coupon on senior bonds declined
y-on-y to 3.8% (2017: 39%), mainly due to an adjustment of
the interest duration of KPN's bond portfolio.

Capital allocation and shareholder remuneration

Over the last few years, KPN has invested significantly in its
network infrastructure, products and customers, resulting in
high-quality fixed and mobile networks and improved
customer safisfaction ratings across all segments. KPN will
continue to focus on improving the customer experience by
further investing in the capacity, reliability and stability of its
integrated network. KPN generates FCF (after capital
expenditure), which supports a progressive regular dividend
and deleveraging.

KPN intends fo pay a regular dividend per share of EUR
12.0ct in respect of 2018, which is subject to shareholder
approval at the Annual General Meeting of Shareholders on
10 April 2019. The provisional ex-dividend date for the final
dividend payment of EUR 8.0ct per share is 12 April 2019 and
the provisional payment date is 18 April 2019.

At the end of 2018, KPN owned a 4.4% stake in Telefénica
Deutschland, which provides KPN with additional financial
flexibility and is treated as a financial investment.

Outlook 2019 (continuing operations)

> Adjusted EBITDA: in line with 2018

> Capex: EUR 11bn

> Free cash flow (excluding TEFD dividend): front-end loaded
restructuring charges leading fo incidentally lower FCF
compared with 2018

> Regular dividend per share: EUR 12.5ct.

KPN at a glance Who we are and what we do

2019-2021 ambitions

> Adjusted EBITDA: organic growth

> Capex: stable at EUR 1.1bn annually

> Free cash flow (excluding TEFD dividend): three-year
mid-single digit CAGR' driven by EBITDA growth

> Progressive dividend, supported by FCF

1 Three year Compound Annual Growth Rate calculated from the end of 2018

to the end of 2021

Tax

The overall tax position and optimal use of subsidy
opportunities is managed by KPN'’s Corporate Tax
Department, whereby KPN adheres fo its Tax Strategy and
Policy (see irkpn.com).

It is important to KPN to create sufficient tax awareness
throughout the organization. KPN regularly organizes
meetings, knowledge updates and trainings, to ensure
employees act with integrity and adhere to KPN's tax
strategy and policy.

In line with the Tax Strategy and Policy, KPN's Tax Control
Framework (TCF) is continuously monitored and optimized.
A cornerstone of the TCF is our long-lasting covenant with
the Dutch tax authorities to self-assess and transparently
discuss KPN'’s current and potential future tax issues. This
covenant is based on mutual trust and transparency.

In 2018, the following main developments and projects were

relevant to KPN from a tax perspective:

> Changed Dutch corporate income tax rates; for the years
2019, 2020 and 2021 a gradual change in corporate income
fax rates has been enacted which impacts the valuation of
our deferred tax asset (see page 138).

> VAT calculation methodology regarding certain mobile
consumer propositions; the introduction of new mobile
consumer propositions in August 2016 led to discussions
with the Dutch tax authorities (see also page 122).

> IFRS 15 and IFRS 9 restatement (see page 118-123);
the change of accounting of our mobile propositions could
lead to a tax impact which is currently under discussion
with the Dutch tax authorities. The expected outcome of the
discussion is already included in the company’s tax position.

> Sale of iBasis; the major part of the US tax provisioning is
booked as discontinued (see Notes 3 and 15).

> Foreign tax compliance; a review of tax returns filed for a
foreign subsidiary led fo corrective actions and filing of
adjusted tax returns for the years 2014-2016.

> Decrease of the current tax paid; the consolidation of two
fiscal unities for Dutfch corporate income tax purposes led
to a reduction of taxes paid.
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> Tax allowance for labor costs relating to R&D activities
(“WBSO"); KPN is continuously monitoring its innovation
acftivities to substantiate the tax allowance for labor costs.

Forward-looking

Through offset of available losses in the Netherlands, KPN
expects to pay limited amounts of corporate income tax for
the coming years. Based on current projections, KPN expects
to fully utilize its Dutch realized and unrealized losses well
within the expiration limits of applicable tax law.

KPN will continue to extend and optimize its tfax control
framework, supported by simplification and automation. To
obtain additional third party tax assurance, KPN will engage a
third party to perform an objective review of KPN's corporate
income tax position.

KPN expects to continue the discussions with the Dutch tax
authorities on the change in the VAT calculation methodology
which resulted in a lower remittance of VAT from August 2016
onwards of approximately EUR 3m per month (see also page
122). Due to a change in applicable regulations, KPN is
currently investigating the impact on its position going forward.

Tax overview for continuing operations per country

Financial Statements Appendices

Taxes paid (€ million)

VAT: Wage tax:
591 (53%) 334 (30%)
680 (58%) 293 (25%)
Dividend tax: Other:
61(5%) 9 (1%)

66 (6%) 10 (1%)

Corporate

Social income tax:
security:  931%)
o
. Total tax:
1,120 (100%)
© 2018 ® 2017 1176 (100%)
The following tax metrics apply for 2018
4 -7 o = N
4 AN
” Eff. tax rate
, (ETR) 44.6%
\ in 2017; 1
\ 23.4% /
\ 7
N -
Normalized
g . ETR229% .’ A

/ EBIT
taxrate23.8% | in2017:22.3% (CTR)1.7%

\ in 2017 1 \ in 2017 I

v 235% 4 \ 24% ’

/ Cash taxrate

The reported difference between the effective tax rate and the
cash tax rate is mainly caused by the impact of available tax
losses (carry forward). The reported corporate income taxes
paid relate to taxable profits that cannot be offset against
these losses (payable by entities not part of the relevant tax
group). The EBIT fax rate is lower than the statutory rate
mainly due to the impact of the innovation box facility.

Corporate Other tax
In € million Toftal Profit before tax Corporate Corporate cash tax cash flow Property
or FTE unrelated  excl. associates and income Effective income tax receivable/  mainly VAT plant and Employees
income’ joinf ventures  tax expense fax rate cash flow payable & payroll equipment  end of year

2018 5690 531 -232 437% -9 1 - 5638 12416
NL

2017 5834 520 -1n9 229% -13 -5 -1155 5793 12991

2018 - - - - - - - - -
us

2017 - -5 - - 1 -7 -7 7 -

2018 1 -8 - 0.8% - -1 - 2 5
Other

2017 1 -6 - 05% - 1 -1 1 14
Total 2018 5,691 522 -233 44.6% -9 - -1m 5,641 12,431
Total 2017 5,835 508 -19 23.4% -13 -1 -1,163 5,811 13,005

1 Unrelated income is the total of revenues and (other) financial income.
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Regulation affects our business

KPN is subject to sector-specific regulation and enforcement
thereof by regulatory authorities, such as the Netherlands
Authority for Consumers and Markets (ACM). As described in
the chapter ‘Compliance and risk’, KPN'’s internal risk
management and control systems are designed to minimize
the risk of non-compliance with regulation.

European developments

Regulation of the electronic communications markets is
largely based on European legislation. The EU's roaming and
open internet access regulations are directly applicable in all
member states. The application of the regulation of operators
with significant market power is enforced nationally, but
under coordination of the European Commission. This still
affects KPN in some fixed markets and on fixed and mobile
call termination services. Licensing regimes for frequencies
are based on national law. Increasingly, also other regulation
(such as privacy law and confent-related law) has an impact.

In December 2018, the new European Electronic
Communications Code entered into force, including amended
regulation for the electronic communications sector. The
scope of the regulation now includes all inferpersonal
communications services (including over-the-top), thereby
creating an increased level playing field for comparable
services. Implementation of the new rules in national law
should be finalized on 21 December 2020, excepft for the
regulation of international communication tariffs from home
countries to other EU countries (capped by 15 May 2019 at
EUR 19ct voice or EUR 6éct sms, excl. VAT). The impact of
most of the many other detailed changes will only be clear
after national implementation.

A draft of a new e-privacy regulation (in addition o the
General Data Protection Regulation, replacing the existing
e-Privacy Directive) is still being discussed by EU institutions.
Various legislative instruments that will have lesser impact on
KPN have entered into force (such as a new Audiovisual
Media Services Directive) or are still being discussed (such as
a draft e-evidence regulation).

KPN at a glance Who we are and what we do

Spectrum licenses

The preparations for an auction in 2019 or 2020 of the 700,
1400 (L-band) and 2,100 MHz bands are ongoing, but no
formal decisions on timing of the auction procedure are
available yet. Although the 35GHz band at European level is
seen as the primary band for 5G, in the Netherlands severe
restrictions on the use of this spectrum still apply, fo prevent
interference with the use of this band by an earth satellite
station of the Dutch Ministry of Defense. It was announced in
December 2018 that this spectrum will be released for 5G.
Although no formal date for actual use is defined, at least
parts of this band are expected to be available by the end of
2022. An auction will be scheduled in 2021-2022.

International roaming on mobile networks

Since 15 June 2017, national retail tariffs must be applied for
roaming within the EU/EEA. The roaming regulation will
expire on 30 June 2022 and only changes if amended or
replaced prior to that date. An evaluation by the European
Commission will start in 2019.

Market analysis decisions in the Netherlands

A new decision related to the market for unbundled access to
fixed networks came into effect on 1 October 2018. KPN and
VodafoneZiggo were designated by ACM as having joint
significant market power in this market. Consequently, both
KPN and VodafoneZiggo must offer (virtual) access to their
networks. KPN's obligations mainly remained the same,
although with more flexibility to migrate from legacy
technologies. VodafoneZiggo must first provide an offer, after
which negotiations (and if necessary dispute resolution by
ACM) can start. ACM's decision is under appeal.

ACM's prior decision to regulate the fixed-voice telephony
market for dual calls (ISDN2) were annulled by the courf,
effective as of April 2019.
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> The output of our business model: What we do

Moving to converged products

and services

Consumer

The consumer market has become ever-more competitive.
In 2018, we focused on further enhancing service quality,
increasing access to and speeding up our networks, growing
fixed-mobile convergence and new revenue streams. The
continued drive to simplify our back-end systems and
digitalize service delivery enabled KPN to achieve all this.

Quality service, clear communication

Service quality is a crucial factor in customer satisfaction and
loyalty. Giving our customers control of their services, through
digitalization of the customer journey, is key. Last year, we
saw service handling through online instead of traditional
channels increase strongly.

We strive fo communicate in a simple, transparent and
complete manner to customers, so they can take well-
informed decisions and avoid unpleasant surprises. Calls to
KPN call centers last year decreased by 12% and customer
satisfaction (NPS) rose further to +14 in 2018 from +13 in 2077.

Result 2018 Result 2017

Going forward, we want to move towards a service that
reduces problems and calls, such as proactively informing
clients when our systems show their cables need to be
replaced or when there is an outage in their area.

We aim to reduce the number of customer calls and complaints and increase the
delivery of first time right for our customers .

We conduct root cause analyses to gain insight in the type of calls and complaints we
receive. We are improving the administration process of the calls in order to better
cross-correlate the input.
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> The output of our business model: What we do

Access, speed and data

The quality and reliability of our network is our top priority,
and we notice a direct link between customer satisfaction and
the speed of our fixed network.

Last year, we further upgraded our network fo increase
access speeds to and beyond the modem and to make fast
internet possible in all rooms of the house.

In our ambition to become the best service provider, data and
analytics aim to be a game-changer. Within the boundaries of
our strict privacy policy, we use them to garner ever-deeper
insights into customer needs and fo design and further
optimize KPN customer journeys. With this as our basis, we
work to develop and deliver products and services that fruly
fulfill consumer needs, with the aim to improve satisfaction
and value per customer.

Broadband speed is often a challenge in rural white spots. We launched a
technology with a combination of DSL and 4G to enhance broadband
speeds and deliver an optimal customer experience in designated areas.
We infend fo give more customers in all areas access to higher broadband
speeds in the coming years.

Sometimes customers experience glitches in their TV or internet speed
that is lower than expected, although technically feasible. The resulting
dissatisfaction is an imporfant reason for churn. Research showed that the
root cause in most cases is in the customer domain. However, the problem
is often noft limited fo one cause, so it is important fo check the entire
customer premises connection for realized WiFi speed to the modem.
Consequently, we introduced the WiFi Tuner, an online tool that people
can use to check WiFi coverage in their home and get customized advice
to help improve the WiFi quality in rooms where needed. If necessary, we
offered free new hardware, such as a modem and one or two additional
WiFi points. Although this specific campaign is over, we will continue fo
support custfomers in optimizing their WiFi signal.

Fixed-mobile convergence

We continued to focus on fixed-mobile convergence in 2018
and increased fixed-mobile penetration through upselling
and cross-selling. This is an important factor in customer
loyalty: churn rates typically halve for KPN customers that
combine fixed and mobile services.

The total number of fixed-mobile households rose to 1.34
million by year-end 2018 from 1.25 million at year-end 2017.
This represented 46% of the broadband customer base

(2017: 42%). The number of postpaid customers in fixed-mobile
bundles grew to 21 million, equivalent to 57% penetration of
the postpaid base (2017: 51%). Of the KPN brand postpaid
base, 70% is now part of a fixed-mobile bundle (2017: 65%).

New revenue streams

Customers want choice in how, where and when they
consume felecom and IT services. This results in new revenue
streams for KPN. For example we continue to broaden our
range of platforms for TV. We currently offer a set-top box for
TV, an app for mobile devices and computers, and piloted a
KPN smart TV app for this purpose.

Discontinued business

KPN has decided to stop KPN Play. KPN Play was introduced
in 2015 as an innovative online TV service on the Dutch TV
market. We have concluded that demand in the market is
insufficient for this new way of watching TV. KPN has learned
from the product and its users and is using this knowledge for
other products, including the KPN Interactive TV app that is
part of KPN's intfernet and TV packages.

Business

Whatever the size of the business customer we serve, we aim
to deliver future-proof and easily scalable converged
solutions that make the best use of our portfolio of services -
from fixed and mobile telephony and internet to end-to-end
solutions in infrastructure, workspace management and
security cloud.

A clear example of how we are enabling businesses’ future
growth is the public cloud. Demand for public cloud services
is growing strongly as companies shift away from private
servers. KPN offers integrated public cloud services in the
KPN EEN platform. For these cloud services, enough
bandwidth needs fo be available. Therefore, KPN is improving
its broadband networks, which includes the roll-out of
fiber-optic networks.
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Customers recognize that we are increasingly supplying the
products and services they want at a quality they value, as is
evident from the further increase in our NPS. Our NPS among
business customers increased to O in 2018 and we expect this
positive trend to continue. For the second year running, KPN
was named leading business service provider in the
Netherlands by the Dutch IT Partner Preference Survey of
Dutch CIOs.

Simplification

We are further simplifying our portfolio by continuing to
phase out products and services such as ISDN2 and PSTN,
and moving customers from legacy network services to
flexible, scalable solutions such as Hosted Voice.

A simpler product and services portfolio creates more clarity
and comprehensibility for customers. We also continued to
simplify our internal processes, a precondition for increased
standardization and automation, which in furn improves our
efficiency and enables digital transformation.

Customer-centric propositions

As the shiff continued towards standardized and integrated
solutions, away from tailor-made single-play services, our
integrated KPN EEN product for small and medium-sized
companies (SMEs) grew strongly. New connections averaged
2,200 per week by year-end 2018.

We are working on strengthening the delivery of KPN EEN by
simplifying the underlying IT infrastructure fo a single
platform. This enables faster delivery of services and better
digital customer interaction, resulting in higher customer
satisfaction.

SMEs can choose from KPN'’s portfolio of telecom and IT
products that fit their company’s requirements. We believe
that the number one need among SMEs at present is for
high-speed broadband, and fo that end we are investing in
upgrading broadband speeds in all the Netherlands’ more
than 3,700 business parks.

Meeting future needs

KPN organized The Digital Dutch for the third consecutive year.
This customer-centric event gives businesses from SMEs to large
corporates a glimpse info future technologies, stimulating their
imagination and ideas on how fo do things differently. We get to
hear customer challenges, needs and wishes first-hand, so we
can serve them better now and in the future.

Financial Statements Appendices

Listening fo customers is key to understanding their present
needs and future challenges, and so ensuring we develop the
solutions they want.

5G is a prime example of our innovation for B2B. Together
with customers and technology partners, we launched four
separate field labs in 2018 to explore how 5G technology can
optimize business processes and improve customer
experience. These range from testing smart antennae in
urban areas to studying connectivity of drones for precision
agriculture, virtual reality in industry and connected vehicles.

We expect 5G to benefit many industries, sectors and areas.
As the tests show, this will also become a new model of
collaborative innovation, an ecosystem where we innovate
fogether with customers, competitors, equipment
manufacturers and public authorities.

Cyber security and cloud workspace

As small and medium-sized companies grow increasingly
aware of cyber security, we are enhancing our security service
offering to match companies of every size and share the need
for cyber security risk awareness and protection.

Last year, we bundled the services of security companies
acquired in 2017 info our business customer offering. We
further grew our cloud and IT offering by acquiring
StartReady, which delivers managed voice, video and chat
services to our business clients based on Microsoft’'s Skype
for Business software.

Customers continued moving from on-premises data storage
to our data centers in the Netherlands, the public cloud or
KPN's Managed Hybrid Cloud, which flexibly combines our
data centers with the integrated solutions of leading
international third-party IT companies.

New business

Launched in 2017, our new proposition (Kleinzakelijk”) for
businesses with fewer than five employees gained traction. In
2018, 27600 mobile connections were added to the base - both
new customers and customers migrating from the Consumer and
Business segment.

Besides our standardized solutions, we continue to win
sizeable deals in the Netherlands with noteworthy customers.
We were pleased to both welcome new customers and extend
or expand existing contracts.
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> The output of our business model: What we do

Examples of new deals

Royal Vopak and KPN have extended their IT outsourcing
agreement for a number of years. Besides hosting, KPN also
performs the technical application management for a large
part of the Vopak applications in order to meet Vopak’s desire
to provide a stable and market-based IT service with the
flexibility to be able to migrate to the public cloud in due time.
Mobile telecommunications, connectivity and KPN IT
Consulting services have also been extended.

UWV realized a digital transformation for its employees in
2018 with the help of KPN. The delivery and roll-out of
laptops, Mobile Device Management services for the UWV
smartphone base, the connection of a new printer park in
the workplace environment and the installation of WiFi in all
75 offices made this possible.

Semiotic Labs has developed a solution for clever asset
monitoring of electric motors and rotating equipment in
factories. They signed a 3-year agreement for M2M services
in order fo unlock their sensor via 4G, regardless of the
available connectivity at the various customer locations. The
M2M service offers a scalable and reliable solution to unlock
the sensor data.

Wholesale

Partnerships

In 2018, KPN entered info new partnerships with parties such
as Oxxio and Teleena, and also the KNVB for the roll-out of
the Video Assistant Referee to all clubs in the Eredivisie in the
content and fixed connectivity domain. Together with China’s
largest internet software company Tencent, leading internet
video operator Sunway and WeChat, KPN launched WeGo
Europe in the WeChat ecosystem, extending the WeChat Go
SIM card partnership. This allows Chinese fourists to easily
find information on sightseeing, restaurants and shopping
when in Europe. KPN implemented its agreements with Apple
and Microsoft for direct carrier billing to enable KPN
customers to pay in-store purchases via KPN's invoice.

Product development

KPN strives to further simplify its wholesale product portfolio.
In 2018, KPN continued the migration of wholesale customers
from regulated unbundled local loop (ULL) services to
commercially agreed virtual unbundled local access (VULA)
and wholesale broadband access (WBA) services, and
remains committed to enable providers to deliver broadband
speed to their end customers. In Mobile, wholesale customers
are being migrated from 3G to 4G services. Furthermore, we
announced the phasing out of services on legacy telephony
platforms such as SDSL and ILL.

Market dynamics

Fixed Wholesale revenues were impacted by regulation and
lower infernational voice traffic, partly offset by a positive net
intake of WBA and VULA services. Mobile Wholesale
revenues continued to be impacted by competitive dynamics
such as price pressure in the Dutch mobile market leading fo
lower revenues from MVNOs, partly offset by the increase in
data usage from these MVNOs.

Focusing on operational excellence supports KPN's strategy
to remain and enhance its position as a hub for international
connectivity with voice, roaming, content delivery and
peering. It also helps in becoming the preferred enabler for
digital platforms such as WeChat.
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EXAMPLE:

loT solutions and M2M services

We combine our reliable network with our loT portfolio and
offer a complete ready-to-use and scalable loT solution. This
enables us fo help customers innovate and to deliver real
value with loT for their business. Besides the reliable M2M
and LoRa network, KPN achieved nationwide LTE-M
coverage in 2018. KPN Things was infroduced in 2017,

a scalable and ready-to-use loT solution delivering both
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hardware, connectivity and data services. KPN has been
included for the fifth successive year in the Magic Quadrant
for Managed M2M Services, Worldwide of Gartner Inc,, an
international research consultancy. We have improved our
position on both the ability to execute axis and completeness
of vision axis within the Niche Players quadrant compared to
the previous year.
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Converged smart infrastructure

How we connect

Who we are and what we do

Our network will become more infegrated, with hybrid networks and platforms on
which we can deliver converged value propositions. We aim to reach a 100% all-IP
infrastructure by the end of 2021 by switching off legacy technologies. In addition,
we will be deploying Fiber to the Home and increasing fiber coverage in business

parks and through upgrades of copper and hybrid access. In addition to our 4G

network, we are modernizing our network in order to make it 5G-ready. We will also
virtualize networks and move network functionalities to the cloud.
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KPI

Average download speed 4G

Average maximum download speed
broadband fixed

Weighted downtime

# of customers connected in rural areas with
combined 4G/DSL solutions

As data usage across fixed and mobile grows exponentially,
we are innovating and investing to upgrade our networks
and IT infrastructure so that we maintain service levels and
continue to further improve the customer experience.

Last year, we further upgraded capacity on hundreds of our
mobile sites to absorb the vast growth in mobile dafa usage.
A striking illustration of the increasing demand on our
network is the fact that total data traffic based on data
demand peak measurement across our network increased fo
6.5 Tb in 2018. The average 4G download speed decreased
o 53 Mbps by the end of 2018, mostly as a result of the extra
capacity that was added to the network.

For 2019, we plan site extensions and network modernization
activities to deliver the required extra capacity. More than
speed, however, we focused on enhancing the quality of our
4G connections, especially voice quality. We have made voice
calls on 4G widely available and introduced voice calls on
WiFi to enhance user experience and improve capacity of the
LTE network.

In addition, the roll-out of the next-gen DVB-T2 has started
in the media services domain, allowing customers to benefit
from HD-quality wireless TV services.

Network of the future

We are taking six main steps in our networks and
infrastructure to maintain excellent customer experiences in
the future. Three of these relate to our ‘access’ network,
which connects users to KPN as service provider, and three
relate to our ‘core’ network, which connects our main data
centers and other core locations.

Access network
For our access network, the three steps are to combine,
massify and verticalize.

53Mbps
221Mbps

Financial Statements Appendices

Result 2018 Result 2017

58Mbps
202Mbps
-38%

n/a

-25%
27,492

Combine

Where phones or computers used to run on separate
networks, the world is now moving towards a converged P
experience with a mix of combined technologies.
Technologies and topology are moving ever closer together,
increasingly enabling us to combine the power of different
technologies, for example, combined VDSL and fiber roll-outs
to deliver ever-faster internet speeds.

Last year, we continued fo implement our hybrid access strategy
to larger cities and business parks, ensuring optimized
connections fo deliver an excellent customer experience. We
introduced VPIlus technology, which enables internet speeds
of up 0 200 Mbps over copper wire, and piloted Bonded
VPlus, which can twin two lines and so offer downlink speeds
above 400 Mbps. By the end of 2018, VPlus was available at
more than 800,000 addresses in the Netherlands.

To boost bandwidth and speeds for rural users, we began
offering our service Sneller Internet Buitengebied, a
combination of DSL and 4G LTE technology in one high-
speed broadband internet service for designated rural areas.
We acquired around 27,000 users by the end of 2018.

Massify

With the advent of 10T, devices will infercommunicate en masse.
We operate a dedicated LoRa network, which is suitable for
low-cost, high-volume sensors that consume little battery
power and are used for street lamps, garbage containers or
dykes, for example. At the other end of the spectrum, our 4G
network enables high-value, battery-intensive devices such as
high resolution security cameras requiring large bandwidth.
To meet demand in the fast-growing mid-segment of this
spectrum for devices such as mobile PIN machines or smart
energy meters, last year we rolled out our LTE-M network
nationwide. This makes KPN the first telecom operator in the
Netherlands with a complete loT connectivity offering. >53
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EXAMPLES:

Clever acoustic fireworks detection

To reduce the noise pollution of fireworks, Breda uses a
clever acoustic fireworks detection systems, making use of
our LTE-M-Network. The fireworks detection system works
with sound meters that interact with each other via our
LTE-M network. Once a bang occurs, the enforcers are
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notified on their smartphone within 10 seconds. They are
shown the exact location and given an indication of the
strength of the bang. The system recognizes hotspots and
patterns, useful information that helps the police, supervisors
and youth workers maintain, finetune and develop the city’s
fireworks policy.

1] ¢

Verticalize

Where 4G connects people, the intfroduction of 5G also
facilitates a connection between objects and so increases the
number of possible connections in society. 5G is expected to
benefit many industries, sectors and areas. In addition to
higher speed, 5G explicitly focuses on flexibility in the
network to support very short response times and greater
reliability, making a wide range of new applications possible
for customers and industries.

We began testing the added value of 5G in four industry verticals
last year, with field labs for 5G applications in urban areas,
agriculture, fransport & logistics and the automotive sector.

Core network
For our core network, our three steps are to rationalize,
virtualize and decentralize.

Rationalize

Rationalization of our networks is key to maintaining quality
and continuity. When customers have migrated fo more modern
networks, we decommission legacy network-elements. This
saves cost and energy, makes our network more future-proof
and flexible, and improves the customer experience.

Last year, we finished building our multi-brand business
support system for both Consumer and Business mobile
customers by integrating the Telfort Business mobile IT
system. This enables full decommissioning of legacy IT
systems and allows easier customer migration between
brands, improving time fo market.

In July, we announced the decommissioning of our 3G
neftwork in 2022. Customer numbers for 3G have fallen
sharply since the infroduction of 4G, which has significantly
improved mobile internet speed and quality. Aimost 95% of
the active KPN postpaid customers already have a
4G-enabled smartphone and we expect more postpaid and
prepaid users to adopt 4G smartphones in future.
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Virtualize

Where people once used an array of separate physical
devices such as alarm clocks or radios, these are increasingly
becoming software-based virtual applications. In line with
this development, KPN is implementing what is called
network function virtualization, which enables us to increase
delivery speeds and reduce energy use.

We are working on software defined networking (SDN) -

a way fo automatically re-route data traffic or optimize
network performance. We are also testing the use of SDN to
be able to launch telecom and IT services in hours, rather
than the several days this usually takes.

Decentralize

We are decentralizing our network to handle traffic closer fo
the customer. Our decentralized content delivery network of
161‘metro core’ locations improves network efficiency by
unburdening our four core network locations and creating
virtual entry points for bandwidth-intensive services such as
IPTV, YouTube and Netflix. Customers can enjoy high-quality
video and faster responsiveness.

This decentralized network will also be beneficial for 5G, by
making it possible to offer low latency services. These
locations will grow in the coming years into a decentralized
cloud: small centers where data can be processed fast, also
known as edge computing. Combined with 5G technology,
this will prepare the network for latency-sensitive use cases
in the automotive, health and smart industries.

In 2018, the weighted network downtime decreased compared to
2017 by 25%, consequently we did not meet our target of -30%.
The number of major disturbances in the network increased
compared fo 2017 by 12%, mainly due to power failures related to
an increase in the installed base of fixed network elements. Each
disturbance is one too many, so it is important not only to reduce
the weighted downtime, but also to reduce the fotal number of
disturbances.

Financial Statements Appendices

Dilemma fiber roll-out

In the Integrated Annual Report 2017 we described our
dilemma on fiber roll-out, our phased roll-out as part of

our Hybrid Access Strategy, as the outcome of the choice
between weighing the cost of roll-out versus deploying a
best-in-class network and its benefits. In 2018, we presented
our sfrategy update, stating that we will accelerate our
roll-out of Fiber to the Home; hence in 2018 we made a clear
choice for the lafter. We now conclude that the benefits of
accelerated roll-out outweigh the benefits of selective roll-out
and concentrating on copper-upgrades, as broadband speed
needs are increasing progressively. We use advanced analytics
to determine where and when to roll-out and in specific cases
partner to do so.
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Focused innovation and

digitalization

We work to constantly break new ground on technological
innovation, so we can help Dutch society fo progress further
in connecting. Spearheading innovation at KPN are three
interconnected, closely cooperating departments: KPN
Ventures, KPN New Business and KPN Technology Labs.

KPN Ventures is our venture capital investment branch.

It invests, both directly and indirectly, in proven and scalable
innovations by providing capital and enabling access to
KPN’s experfise in connectivity, security and related
technologies, as well as to our network infrastructure and our
customer base.

KPN New Business develops the innovations of tomorrow,
constantly seeking interesting companies to work with and
ensuring our collaborations deliver products and services
that can help customers. We can get promising ideas to
market quickly via our internal incubator program.

KPN Technology Labs are our collection of multidisciplinary
felecommunications labs. Here, KPN experts work together
with customers, developers and suppliers fo fransform
visionary ideas info concrete products or services that we
then test with the public in our field labs.

~5.0m
~ €47m
- 31,990

~3.6m
€ 45m
~n/a

Partnership and cooperation

By joining forces with ambitious technology companies that
are working on the applications of tomorrow, we can provide
better, more innovative products to our customers — or their
customers — more quickly.

Through our KPN Innovation Partnerworld program we
support starfups, scale-ups and other partners in our
innovation ecosystem to connect with KPN and get access fo
expertise, infrastructure, KPN partners and customers, and
financial support.

Investments in so-called tech transfer funds - which focus on
the early-stage financing of commercial spin-offs from
university research centers - help expand KPN’s network of
potential innovative technology partners. In 2018, KPN
Ventures invested in fwo fech transfer funds based in
Belgium and France, spanning technology from sensors and
network technology to artificial intelligence.

Imec.xpand is a fechnology investment fund focused on
commercializing technological innovations spun off from,
developed or co-developed at imec in Leuven, a leading
research institute in nanoelectronics and IT technology.
France’s PSL Innovation Fund invests in technology startups
coming out of the Paris Sciences & Lettres ecosystem of
academic and research centers.
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In 2018, KPN was recognized as one of the top three European
‘Corporate Startup Stars’ by the European Commission’s
Startup Europe Partnership for its active startup cooperation
practices, out of 36 awarded European corporates.

Our innovation focus areas

Our innovation efforts are focused on growth sectors
connected to our telecom & IT activities. Last year, our focus
areas for innovation were loT, digital healthcare, data &
analytics, cyber security and networks of the future.

Internet of Things

By 2020, some 20 billion objects are expected to be
connected to the internet globally. KPN is keeping these
devices connected.

We are also helping other organizations to develop new loT
applications through initiatives such as the Internet of Things
Academy we co-founded. At this Academy, we show
customers the possibilities of IoT and how it could create
value for their businesses.

EXAMPLES:

Future-proof network for Royal Schiphol Group

Royal Schiphol Group, KPN, T-Mobile and VodafoneZiggo are
collaborating on a new mobile network in order to further
improve the user experience of passengers and employees at
the airport. The new mobile network must be ready by 2020
and more than 30 anfennae will be installed at the airport to
give outstanding mobile coverage. The new network is
future-proof and will be suitable for the new generation of
mobile networks, such as 5G. The network for emergency
services and the portable two-way radio system that is used at
Schiphol are also included in the plans. All mobile operators will
make use of the same mobile network in all the tferminals and
on all the piers at Schiphol. The new mobile network will not
only raise the quality, but will also save space and energy.

Financial Statements Appendices

With KPN SmartLife, we offer a series of smart connected
home services through a single app.

Last year, we worked with the Dutch automobile association
ANWRB to install loT devices on bicycle locks that connect to
our LoRa network. This helps in tracing and retrieving stolen
bicycles. We partner with a pest control company to develop
connected traps, with sensors that inform the pest control
company when a rat is trapped, saving the time and money
needed fo check all traps every day.
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Digital healthcare

Healthcare costs in the Netherlands alone tofal some EUR
Q7.5 billion a year (2017), with costs increasing 3.5% annually.
As the population ages, the occurrence of chronic illnesses
rises and people live longer with those illnesses. At the same
fime, the healthcare workforce is declining and hospitals
become smaller.

Bridging healthcare and IT

In response fo the urgent challenges of the changing
healthcare environment, we launched KPN Health in 2018.
This New Business division is tasked with devising smart
solutions and extending existing IT services used in other
fields to the healthcare sector together with our partners.

EXAMPLES:

Healthcare solutions

KPN Ventures has invested in Personal MedSystems
(Germany) and Sensara (the Netherlands). Personal
MedSystems has developed a mobile ECG-reading solution
called CardioSecur, which enables people to take clinically
validated ECGs anytime, anywhere using their mobile device.
CardioSecur also requests assistance from medical
professionals in case the smart algorithms detect unusual
patterns in the ECG. KPN Health has created a partnership
with Personal MedSystems, introducing the CardioSecur
fechnology as part of its remote heart monitoring service
for Dutch general practitioners (GPs) and their patients.
This project won a Computable Award in 2018.

Sensara has developed a smart monitoring solution for homes
for the elderly. Via sensors, Sensara monitors the lifestyle
patterns of elderly people, providing care-givers with detailed
insights about the health and real-time situation of the person
in question. Sensara is partnering with KPN Health to pilot the
solution with the municipality of Helmond to support elderly
people with dementia, so they can live safely and
independently at home for longer. This project was a finalist
for the European Silver Economy Awards.

KPN at a glance Who we are and what we do

Safe and secure connections will be needed to transfer data
that the patient generates at home info their electronic
patient file.

KPN Health offers solutions, such as ZorgCloud for data
storage and ZorgVrijThuis, a self-learning monitoring system
for elderly people. KPN subsidiary E-Zorg offers secure IT
solutions such as the sharing of medical records between
healthcare providers.

We deliver safe chatting and secure mail exchange of sensitive
patient information, also with healthcare messenger API.

> KPN connects the majority of GPs, pharmacists and
hospitals via its secure E-Zorg nefwork.

> CAM-IT solutions, a KPN subsidiary, is one of the largest
electronical workspace providers in the Dutch healthcare
sector, serving more than 48,000 healthcare professionals.
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What we do

Data and analytics

As KPN continues to develop extensive knowledge and
experience of data and analytics, we increasingly use this to
develop products and services for our customers. We have
created the Data Services Hub, a real-time streaming
platform service to facilitate the secure and reliable exchange
of information between people, machines and organizations.
Using this hub, public and private parties can cooperate
digitally while still retaining control over their own datasets.

This has yielded applications such as Talking Traffic, where
communication between vehicles with the environment will
be enabled. KPN will deliver the data service hub to facilitate
information exchange between companies to improve
mobility, fraffic flow, road safety and the liveability of cities.

We began piloting tailored TV advertising, a KPN Technology
Labs innovation that uses data analytics to reduce irritation
among customers by adjusting the adverts they see fo their
profile, if they give permission for use of this information.

Cyber security

KPN Ventures invested in three cyber security startups last
year. It was lead investor in the USD 3.5 million seed round of
ZecOps, a cyber security startup focusing on automated
breach analysis, and it joined as co-investor alongside Charter
Communications in the Series B round of CUJO.A, a provider
of home network security and analytics software. It also
invested in the Dutch cyber security company Cybersprint.
The minority shareholding in SecurityMatters was successfully
sold to ForeScout Technologies. We now have four KPN
Ventures investments in cyber security startups.

The integration of innovative companies like DearBytes and
QSight IT is helping us build an increasingly strong and
ambitious KPN Security Services unit.

Cyber Central foundation, co-founded by KPN in 2017
together with security companies Cisco, Dearbytes and
McAfee, aims to make the Netherlands more aware in regards
fo cyber security. They do this by giving workshops and
presentations. In 2018, Cyber Central engaged with about 245
companies. Cyber Central aims to make security accessible
and comprehensible fo everyone, so that all employees can
anticipate digital threats.

Appendices
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> The output of our business model: Our value drivers

Privacy and security

KPI

% of customers helped (within eight hours) who were unintentionally

infected by malware

Trust

As devices and systems become more interconnected and
sophisticated, so do the threats to cyber security and privacy.
Customers trust us to keep their data safe and private. We
take this responsibility very seriously: we want everyone o
enjoy the benefits of connectivity without having to worry
about information security or violations of their privacy.

Privacy

It is crucial that customers can frust us fo handle their data
with great care and in a way that puts their interests first. In
2018, 69% of the Dutch people said they believe their
information is safe with KPN (2017: 70%).

As a large company and a telecom provider, KPN is governed
by extensive laws and regulations around privacy. Yet to KPN,
safeguarding privacy goes beyond legislation or compliance
frameworks. It is important to embed ethical awareness of
and responsibility for privacy in the mindset of all employees.

Employee awareness

All employees are required to be aware of the privacy impact
of everything they do. To ensure new products safeguard
privacy by design, last year we implemented the privacy
impact assessment: a questionnaire for employees who wish
fo develop new products or processes involving personal
data, or adapt the use of an existing product or process. This is
now a compulsory step in KPN's change management process.

Result 2018 Result 2017

9%
70%

99%
69%

Last March, we held a dedicated KPN Privacy Event in The
Hague, livestreaming it throughout KPN offices in the
Netherlands so all employees could learn and share
knowledge. It included case studies and dilemmas illustrating
different ethical considerations and perspectives.

All employees have for years now been required to complete
our compliance and infegrity e-learning Spot On, part of
which relates to privacy. We additionally infroduced a specific
privacy e-fraining last year, making sure all employees are
aware of privacy issues in their work.

Customer awareness

As part of our drive for fair marketing and communication, we
want customers to understand fully how KPN handles data.
In line with our strategic goal to simplify, we centralized the
registration of our data processing. We simplified our privacy
statement to make it clearer to customers how KPN uses
different types of data, created a braille version of the privacy
statement and made a two-minute subtitled animation about
privacy at KPN.

GDPR introduction

Last May saw the infroduction of the EU General Data
Protection Regulation (GDPR), which imposes stricter
requirements on the way companies process dafa and use
and store customer information. KPN’s GDPR implementation
was led by a multidisciplinary team including experts in
compliance and governance, commercial use of data,
technology, program and project management and key
business owners. KPN has had a privacy officer for many
years, but last year we intfroduced the legally required role of
Data Protection Officer.
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The GDPR implementation revealed several areas where we
needed to improve our processes. We subsequently ran
projects to refine our operations in those areas. For example,
we initiated a project on employee privacy. This project
aimed at assessing the employee data that is collected, the
robustness of processes and identifying areas that could be
amended or improved. We will build on this in 2019.

Lawful intercept

We respect our customers’ right to privacy. At the same time,
we are legally obliged to disclose certain information, initially
obtained by intercept, fo national investigation agencies. Our
infrastructure must facilitate this and we must cooperate with law
enforcement agencies as specified in the Telecommunications
Act. To this end, a liaison office is available 24/7 to facilitate
inferaction with law enforcement for all KPN brands. We
assess incoming warrants and conduct checks to filter out
any uncertainties. If we discover discrepancies, we reject

the warrant, inform the agency involved and follow the
relevant procedures. In 2018, a mismatch was found in 1.3%

of warrants received. Of the interception orders, 99.5%
concerned telephone numbers, 0% related to email
addresses and in 0.5% of cases we were ordered to intercept
IP addresses.

Within the context of KPN's Notice and Take Down code of
conduct, KPN received four complaints in 2018. These
complaints regarded copyright, intellectual property and
slander disputes. In most instances, we were able to
effectuate direct contact between the complainer and the
accused in order to reach an understanding bilaterally. KPN
provided the requested identifying information in zero cases.

Security

As the world is challenged with ever-more sophisticated
cyber attacks, keeping KPN's systems safe demands constant
vigilance and rapid adaptability. We continuously work to
improve security for our customers and society, by making
the KPN network and use of the network safer, now and for
the future. This is vital to KPN's strategy of delivering the
most secure and frusted networks.

KPN’s security model is based on the security lifecycle
approach: prevent, detect, respond and verify. Our Strategy
& Policy team works o prevent vulnerabilities and incidents,
while our REDteam of ethical hackers proactively detects
vulnerabilities across the organization. We have a Security
Operations Center (SOC) to monitor our systems and
networks 24/7 and reactively detect vulnerabilities,

Financial Statements Appendices

a Computer Emergency Response Team (CERT) to provide
rapid incident response, and a team of senior security officers
to verify the implementation and effectiveness of our security
measures. We integrated the SOC into our Chief Information
Security Office (CISO), enabling closer cooperation between
SOC and CERT.

Enhancing security for customers

We concluded a pilot to help customers better defend
themselves against Border Gateway Protocol (BGP)
anomalies, incorporating this into our overall threat
intelligence program. Such anomalies typically occur when
criminals hijack BGP traffic and redirect it, which can harm
other companies. The pilot monitored BGP traffic to seek
anomalies globally and analyze them so we can identify the
attacks, enabling us and customers to act at a very early
stage fo counter a BGP atftack.

We began extending our new SafeMail platform — which
reduces spam and phishing mails coming from KPN.com
domains - to customers, so they too can have a system of
frusted mail from their own domains. We are developing

a new service to enable the secure fransfer of large files,
both to customers and within KPN.

Enhancing security for - and with - society

The nature of cyber security is asymmetrical, which involves
offensive and defensive activities between parties with
significantly different cyber capabilities, strategy or tactics.
This requires fundamental solutions that we can only achieve
if organizations across the public and private domain work
together and share knowledge.

At KPN, we share our security knowledge and innovations with
the outside world to help improve security in society. We
continued our Guest Hacker programs, hosting outside
experts on topics such as high-tech crime to ensure that
insights from inspiring speakers become widely available.
For the sixth consecutive year, KPN was the main partner for
the Dutch Alert Online campaign.

Our Chief Information Security Officer was appointed fo the
scientific advisory board that will supervise work coming
from the EU’s EUR 1 billion Quantum Technology Flagship
initiative. Our ethical hackers team won the first prize in the
Global Cyberlympics, a prestigious international cyber
security championship.

Innovation for future-proof security

In 2018, we continued the CISO Labs, an R&D innovation unit
aimed at improving and futureproofing the security of
customers and KPN. We welcomed PhD students from the
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EXAMPLES:

Border Gateway Protocol monitoring

In 2018, we finished the pilot for BGP Monitoring together
with three large enterprise customers. Border Gateway
Protocol (BGP) is a standardized exterior gateway protocol
designed to exchange routing and reachability information
among autonomous systems (AS) on the internet. The pilot
was initiated to improve BGP monitoring and threat
intelligence capabilities for ourselves and customers.

This should enable us and our customers fo act at a very
early stage fo counter a BGP aftack. A BGP anomaly typically
occurs when other parties, such as criminals, hijack BGP
traffic (the routing protocol of the internet). By redirecting
BGP traffic, they can harm other companies. The conclusion
of the pilot was that further research is required to create
an envisioned prototype of a BGP observatory. The Delft
University of Technology is, in cooperation with KPN,
currently working on a long-term solution.

Vrije Universiteit Amsterdam and Eindhoven University of
Technology to work on projects in the labs.

As part of the Quantum Internet Alliance we are creating
with partners, we began building the Netherlands’ first
guantum backbone and set up the first link between

The Hague and Delft.

Securing our network and operations

To improve the security of the KPN network, initiatives
included working to enhance our anti-DDOS capabilities. We
are looking at alternative techniques and cooperating with
external partners to achieve this. We are exploring ways to
simplify and standardize mechanisms for remote access to
the KPN network, to reduce the risk of unauthorized access.
We piloted standard endpoint protection for KPN servers,
and work fowards synchronizing time seftings in our
standard protocol, to enhance incident resolution. We
enhanced our Domain Name System (DNS) platform and
started implementing DNSSEC signing in KPN domains and
DNSSEC validation for customers. DNSSEC is a security measure
that protects KPN customers from malware or prevents them
being sent fo malicious websites (DNS spoofing). It is also a
mandatory requirement set by the government.

Projects to enhance the security of our operations last year
included improving our business continuity documentation
tool Q-carbon fo tighten control of business continuity
management. We are also developing a project using robotics
fo automate the issuance of digital security certificates and
thereby improve the resolution of common SSL
vulnerabilities and minimize the risk of errors.

Detecting and resolving breaches

In 2018, 22,464 processed virus nofifications were detected
based on information from frusted partners. In 99.4% of
cases, our KPN Abuse team could act on information within
eight hours to help customers infected by malware,
exceeding our 98% target.

This year, we again see a strong increase in the number of reports
from customers who act aggressively (physically or verbally) to our
employees, with a fotal of 188 incidents, including one robbery at a
KPN shop. In the most severe cases this has led to the termination of
the contfract between the customer and KPN. Also, shop employees
have received training on how fo deal with aggression and robbery.
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Bribery and corruption

We organize our stringent approach to bribery and
corruption as shown in the table below.

Our policy and outcomes

Financial Statements Appendices

Risks and mitigating measures

Customers and employees

Our policy and the outcome of our policy is described See Compliance and risk,
in this paragraph. For more defails, see:

Appendix &,
GRI

Subcode 2 - How we interact with third parties
https://irkpn.com/websites/kpn/English/7050/

code-of-conducthtml

Supply chain

details, see:

Our policy and the outcome of our policy is described Appendix &
in ‘Environmental performance’, p71-72. For more

Appendix 2

https://overons.kpn/content/downloads/KPN_
SUPPLIER-CODE-OF-CONDUCT.pdf, art 51,5.2

We encourage our employees to report any suspicion of
non-compliance with the Code of Conduct. Following a
report, a KPN Security and/or KPN Risk & Compliance expert
investigates the potential violation. The outcome may lead to
a disciplinary action. The severity of the disciplinary action is
determined by the nature and circumstances of the incident,
and may include termination of employment. If necessary,
KPN fakes additional action to prevent a similar incident in
the future.

Employees can also use the SpeakUp Line, an anonymous
reporting procedure, which is managed externally by an
independent organization.

In 2018, we performed the annual Fraud Risk Assessment
(FRA) in order to comply with internal and external fraud
regulations (incl. KPI GRI-G4 disclosure SO3), to increase
fraud risk awareness, and to evaluate the control framework
for Fraud (risks and controls). Fraud risk 2018 is in line with
risk appetite and there were hardly any changes in top-3
fraud risks per business unit compared to 2017. Fraud risks
are largely mitigated with internal control activities. Residual

fraud risk is sufficiently mitigated with process and soft controls.

In 2018, 175 internal fraud cases were found, concerning
amongst other things theft from goods and illegal orders or
subscriptions. We took sanctions and action was taken o
repair shortcomings in procedures and systems in order to
prevent issues like these in the future.

There are no corruption or bribery incidents within the
fraud cases, so we did not define KPlIs on these topics.

Our KPN Security Policy on Incident Management describes
how we deal with incidents if they occur. Investigation
regarding internal fraud (by employees) is executed by the
KPN Security department.

o
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Sustainable employability

We strive to have the right people and skills in the right roles to support our
strategy and fulfill customer needs info the future — whether this means enabling
existing employees to learn, develop and acquire new skills, or attracting new falent

to KPN.
KPI
Overall percentage of women at KPN in the Netherlands

Employee survey score for engagement

Sustainable employability: % of employees with a new job < 1year after
leaving KPN

Changing workforce

Our era of fast-moving technological change is changing
the products and services KPN offers and therefore the
kinds of expertise we need. This is leading to a changing
KPN workforce, as we attract people with new capabilities
from the labor market and create new opportunities for
employees.

We need people with new skills and competences to support
our strategy, such as dafa scientists, agile coaches and cyber
security specialists. We support employees who lose their
position and help them fo acquire different skills, enabling
them to find a new role inside or outside KPN.

In 2018, we successfully combined our recruitment activities
in one Talent Acquisition Center, for a fotal talent
management approach towards our business and the labor
market. We invested in our long-term employer value
proposition, via the new Fieldlab.nl platform. Via actual
innovations, we demonstrate that the digital fransformation
is just beginning. By working at KPN, you can collaborate with
us on the new opportunities that arise. For talent in critical

Result 2018 Result 2017
22%  235%
(o] (o)
77% 80%
o (o)
85% 83%
(o] o
skill areas, we started campaigns focusing on our challenges
in their expertise. Despite the increasing scarcity of these
skills, we succeeded in successfully attracting the Dutch and
infernafional talent we need to fulfill our strategy.

In 2018, our workforce comprised of 13177 employees (2017
13,838 employees).

Dynamic workplaces

As people throughout society are increasingly connected
always and everywhere, they want the flexibility to choose
where, when and how they work. With the majority of people
choosing to work part of their week outside the office, the
function of physical offices has changed. At KPN, we enable
virtual working and more organizational agility intfo KPN.
Also, we are refashioning our offices to make them warm,
open and vibrant spaces that encourage inspiration and
cooperation with colleagues.

In 2018, we completed the partial relocation of our offices
that began in 2016, as part of plans to use office space more
efficiently and create modern hubs that put into practice new
ways of working.
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To support flexible working, the roll-out of a new IT platform
10 12,000 workspaces was concluded in 2018. This platform
enables people to work with any device without specific
(VPN) connection, independent of location, hardware or
network. We also invested significantly in our video
conferencing capacity, as a sustainable alternative fo travel
and to stimulate cooperative teamwork.

Employees, on average, work 1.1 days a week remotely (af
home). The group of employees that never works at home
has increased from 15,7% (2014) to 399% (2018). Employees
also reported that they work on average 2.8 days per week
on the assigned location. We link this mainly to the hubs in
combination with the changing way of working, i.e. more agile
and feam-based.

Engaged, vital employees

We believe happy and healthy workers are more engaged,
can cope more effectively with everyday stress and are better
prepared for their future. We support our employees and
create awareness of the importance of taking responsibility
for their health and vitality, which contributes to their
sustainable employability. We offer programs such as stress
management workshops and mindfulness fraining. The national
Work Stress Week in November was renamed KPN’s Work
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Happiness Week, with activities organized at several of our
locations. We worked on a company-wide vitality program in
2018 that we expect to implement throughout 2019.

Linked to that, KPN has joined the Nationaal
Preventieakkoord, a national government initiative to
improve the well-being of all Dutch people.

Our employee engagement survey in September 2018
showed an engagement score of 77% (2017: 80%) with,
just like in 2017, 86% of employees saying they are proud of
the company.

In the annual survey among highly skilled professionals
conducted by Intermediair magazine in 2018, KPN was
named the preferred Dutch telecom provider to work for.
KPN'’s overall ranking in 2018 was 15.

Human rights

We explicitly endorse the United Nations Guiding Principles
on businesses and human rights. The obligation o respect
human rights is the basis for our way of working and is
reflected in our Code of Conduct and in the requirements we
impose on our suppliers. Human rights matter most to us for
three different stakeholder groups. The table below provides
insight on where the relevant information is stated.

Risks and
Materiality Our policy and outcomes KPIs mitigating measures
Customers Medium/ High for Privacy Our policy and the outcome of our policy is described  Privacy and security Compliance and risk,
and security on p. 60-63 of section Privacy and security. For m