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REPORT OF THE SUPERVISORY BOARD

Dear Shareholders,

while the financial year 2015 had been the year of changes for Tele Columbus AG ("Tele Columbus AG",
"Tele Columbus" or the "Company"), the financial year 2016 has been rather the year of consolidation
and integration. The Company continued its growth strategy by expanding the customer base and product
portfolio as well as by pursuing selected acquisitions. It made major progress in the integration of
primacom and pepcom into the Tele Columbus Group and the realization of synergies to enhance
profitability. The Supervisory Board focused in its review and advice on strategy, integration, budget and
financial reporting. This report gives an overview of activities of the Supervisory Board during the financial
year 2016.

Overview of activities of the Supervisory Board

In the financial year 2016 (the "reporting period"), the Supervisory Board performed its tasks imposed by
the law, the articles of association and rules of procedure diligently. The Supervisory Board accompanied
and supervised the Management Board continuously in its duties and advised it regularly on its business
decisions to the extent involvement of the Supervisory Board is necessary. In all decisions of fundamental
importance for the Company, the Supervisory Board was involved directly and at an early stage.

The Supervisory Board continuously seeks to monitor and improve its efficiency and performance. In fall
2016 the Board implemented a self-assessment process to review and evaluate its performance and
efficiency and adopted procedures for a self-assessment which shall be conducted regularly on a bi-
yearly basis. It adopted a code of conduct for members of the Supervisory Board which gives a detailed
overview on rights and obligations of the Supervisory Board members and gives guidelines on how to
deal with special situations like conflict of interests.

The Supervisory Board was regularly informed promptly and comprehensively during the reporting period
by the Management Board in writing and verbally about all key issues relating to the management of the
Company and the Tele Columbus Group. The Management Board regularly reported to the Supervisory
Board in particular about corporate planning, budget, strategic development, business operations and the
financial performance of Tele Columbus AG and the Group. Potential risks to the business model and the
results of operations were discussed with the Management Board. In addition, the Management Board
kept the Supervisory Board informed about current developments of the Company and the Group also
beyond meetings. The Chairman of the Supervisory Board in particular was in close contact with the
Management Board at all times and was kept informed about current developments and current trading
as well as significant transactions, projects and plans. Any deviations in the course of business from the
budget and forecast were in detail explained to the Supervisory Board by the Management Board.

Where the law, the articles of association, or the rules of procedure demanded the approval of the
Supervisory Board or a committee for individual measures, the respective body debated these and
passed a corresponding resolution. The materials for board resolutions were always submitted timely for
review so that all members could well prepare for the discussion. The plenary Supervisory Board was
supported in this process by the competent committees. If necessary, experts were asked to participate in
the meetings so that members of the Supervisory Board could address questions directly to the expert.
Plans pending a joint decision were in detail discussed with the Management Board.

Due to the Management Board's reporting, the Supervisory Board was at all times thoroughly informed
about the Company's situation and was able to perform its tasks in their entirety. The Supervisory Board
reviewed the activities of the Management Board in all meetings on the basis of the reports received.
Significant main topics which the Supervisory Board discussed during the reporting period were review of
the strategy, in particular open access to the own network, integration of primacom and pepcom into the
Tele Columbus Group, the investments in and implementation of new ERP and BSS systems, expansion
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of the Supervisory Board, budget, renewal of the service agreements with the members of the
Management Board and refinancing of the Second Lien. Other regularly recurring topics were review of
annual and interim financial information, forecasts and guidance to be given to the market and update on
operations, sales and marketing and current trading by management. The frequency, scope and detail of
the reporting by the Management Board was sufficient and timely and well elaborated. The Supervisory
Board also assured itself that the Management Board implemented an effective risk management system
and an effective compliance program.

Conflicts of Interest

The Supervisory Board is not aware of conflicts of interest of the Management or Supervisory Board
members, which must be disclosed to the Supervisory Board and the Shareholders’ Meeting.

Size and Members of the Supervisory Board

The annual shareholders' meeting on June 10, 2016 resolved upon joint proposal by the Management
and Supervisory Board to expand the Supervisory Board from currently 6 members to 8 members. The
two additional board seats were intended to allow the largest shareholder, United Internet, the opportunity
to be represented sufficiently in the Supervisory Board. United Internet will be requested to propose
candidates who the Supervisory Board will consider for appointment. The decision to propose new
members to be appointed by the shareholders' meeting is vested in the Supervisory Board.

Robin Bienenstock resigned as Member of the Supervisory Board as from December 31, 2016. Susan
Hennersdorf, PhD, was appointed by court decision on February 22, 2017 as a replacement until the next
annual shareholders' meeting. Shareholders have to confirm the appointment in the next general meeting.

Management Board

On October 11, 2016 the Supervisory Board decided to renew the service agreement with Ronny Verhelst
as CEO until September 2019 and with Frank Posnanski as CFO until September 2020. The
compensation package was amended. Details can be found in the Compensation Report.

Supervisory Board Committees

In order to perform its duties efficiently, the Supervisory Board has formed two permanent committees:
the Executive Committee and the Audit Committee. The composition of the two committees remained
unchanged in the financial year 2016.

The Executive Committee convened 5 times during the financial year 2016. One of these meetings was
held via telephone conference, the other meetings were held in person. The topics included expansion of
the Supervisory Board, discussion of potential candidates for the Supervisory Board and preparation of
the renewal of the service agreements with the members of the Management Board. The Committee also
prepared the discussion in the Supervisory Board on remuneration targets and variable compensation,
and on the functioning and performance of the Management Board. It also reflected on succession
planning in the organization.

The Audit Committee convened 7 times during the financial year 2016. 5 of these meetings were held via
telephone conference, the other meetings were held in person. It reviewed the annual and interim
financial statements, the accounting policies and critical accounting methods, the independence of the
auditor, the system of the internal company controls, risk management and compliance. The Audit
Committee worked closely together with the auditors. It issued the audit mandate to the auditor,
determined the key audit priorities, agreed upon a fee and made a proposal to the Supervisory Board for
the nomination of the auditors for the financial year 2016. It prepared in particular the decisions of the
Supervisory Board on the adoption of the annual financial statements 2015 and to this end undertook the
preliminary examination of the financial statements, the management report, the profit distribution
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proposal, the consolidated financial statements and consolidated management report and discussed the
audit report with the auditor.

Meetings of the Supervisory Board

The Supervisory Board convened for 11 meetings. 6 of these meetings were held via telephone
conference, the other meetings were held in person. The most important topics of these meetings were
the following:
e In the meeting on January 8, 2016, the Supervisory Board reviewed the strategy of the Tele
Columbus Group. It also discussed and approved the budget for 2016.

e On February 11, 2016, the Supervisory Board discussed in a telephone conference the
implications of United Internet becoming the biggest shareholder with a stake of 25.1%. The
acquisition had been announced the day before.

e On March 15, 2016 the Supervisory Board decided on the variable compensation for the
Management Board for the preceding year and discussed integration and the marketing strategy.

e On April 6, 2016 the Supervisory Board held a meeting per telephone conference and approved
the long range business plan and discussed the medium term outlook and guidance. The agenda
for the annual shareholders' meeting was discussed, but further amendments were required.

e On April 18, 2016 the Supervisory Board was informed in a telephone conference about a
meeting with the CEO of United Internet and discussed again the agenda for the upcoming
annual shareholders' meeting which was approved subject to feedback from the major
shareholders.

e Inits meeting on April 28, 2016, the Supervisory Board approved the annual financial statements
and the management report as well as the consolidated financial statements and the Group
management report, the report of the Supervisory Board and the Corporate Governance report in
each case for the financial year 2015 and the declaration of compliance. Moreover, the
Supervisory Board adopted the final agenda of the annual general meeting 2016. The
Supervisory Board consented in general to a refinancing of the Second Lien Term Loan and
formed an ad-hoc committee to approve the final terms.

e On June 9, 2016 the Supervisory Board discussed financial and operational performance in the
financial year 2016 to date and the outlook for the current year. It was updated on the progress in
the integration process and reviewed branding, B2B and M&A strategy.

e On September 27, 2016 the Supervisory Board discussed the new service agreements with the
members of the Board of Management and approved the new compensation package. An ad-hoc
committee was formed to finalize the negotiations. The Supervisory Board reviewed in detail the
financial and operational performance of the Tele Columbus Group so far and approved the
terms of the new financing package which replaced the Second Lien by a new tranche under the
Senior Facilities Agreement and amendment of the overall conditions resulting in a substantial
interest saving. The new code of conduct of the Supervisory board was introduced, discussed
and approved subject to a few amendments.

e In its meeting on December 8, 2016 the Supervisory Board discussed the results of the
performance evaluation study for the Supervisory Board and adopted an agenda for further
improving efficiency. The budget for 2017 was discussed and approved.
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In all meetings except for the extraordinary meetings management informed the Supervisory Board on the
status of operation such as sales, distribution, marketing, customer satisfaction and technological
innovations in the network and financial performance.

No Supervisory Board member participated in less than half of the meetings.

Corporate governance

The Supervisory Board supports the objectives and principles of the German Corporate Governance
Codex and has dealt extensively with the corresponding recommendations of the Governance Committee.
In May 2017, the current annual declaration of compliance pursuant to sec. 161 German Stock
Corporation Act (Aktiengesetz) was adopted by the Supervisory Board together with the Management
Board. This declaration of compliance is available on the Company’s website.

Audit of annual and consolidated financial statements 2016

The auditing firm KPMG AG Wirtschaftsprifungsgesellschaft was appointed at the ordinary general
meeting on 10 June, 2016 to audit the annual and consolidated financial statements 2016. The
Management Board prepared the annual financial statements of Tele Columbus AG and the management
report for the financial year 2016 in accordance with German GAAP (Handelsgesetzbuch) and the
German Stock Corporation Act (Aktiengesetz). The consolidated financial statements were prepared in
accordance with International Financial Reporting Standards (IFRS). The consolidated financial
statements were supplemented by a consolidated management report, which was combined with the
status report of the individual financial results pursuant to sec. 315 (3) in conjunction with sec. 298 (3)
sent. 1 German Commercial Code (Handelsgesetzbuch). The KPMG AG Wirtschaftspriifungsgesellschaft
reviewed the annual financial statements and the consolidated financial statements as well as the
combined status report considering the accounting principles and approved them without reservation.

The financial statement documentation and the audit reports were timely submitted to all Supervisory
Board members. The members of the Audit Committee discussed at their meeting on May18, 2017 in
detail and reviewed the above-mentioned statements in a joint meeting with the CFO and the auditor, and
reported on this to the full Supervisory Board in its session on May 18, 2017. The Supervisory Board, in
knowledge and in consideration of the audit reports of the auditor, discussed and examined in detail the
annual financial statements and the consolidated financial statements as well as the combined
management report in its meeting on May 18, 2017. The Management Board also provided additional oral
explanations on the financial statements documentation. The auditor participated in these meetings,
reported on the essential results of the audit and was available for answering questions and to provide
supplementary information to the Supervisory Board. Through this and on the basis of the report
presented from the previous meeting of the Audit Committee, the Supervisory Board was able to form a
view on the correctness of the audit. Inquiries of the Supervisory Board members were answered by the
Management Board and the present auditors in detail.

The Supervisory Board raised no objections to the annual financial statements and the consolidated
financial statements as well as the combined management report in knowledge of and in consideration of
the report of the audit committee and the audit reports of the auditor.

The Supervisory Board thus concurred with the results of the audit by the auditor and approved the
annual financial statements compiled by the Management Board of Tele Columbus AG and the
consolidated financial statements as of 31 December 2016. The annual financial statements of Tele
Columbus AG as of 31 December 2016 are thus adopted.
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The Supervisory Board wishes to thank the Management Board and all employees for the Company’s
strong results in 2016 and their outstanding performance in integrating the companies acquired in 2015
into the Tele Columbus Group and in continuing to grow the business.

Berlin, 18 May 2017

[y,

Frank Donck
Chairman of Supervisory Board



