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Telekom Austria Group

Results for the First Half 2004
Highlights
e Group revenues increase by 2.7% to EUR 1,985.Gom
» Group operating income rises by 19.0 % to EUR 243lllon

» Consolidated net income increases by 61.7% to EQ&R41million

e Consolidated net debt declines by EUR 264.%anito EUR 2,372.4 million
compared to the end of December 2

*  Wireline segment benefits from a further siabiion of its regular business plus
revenues from universal services and higher intereotion revenue

* Due to increasing contribution from foreign ogteons further but lower growth
in the wireless segme

Note: All financial figures are based on U.S. GAAfot defined otherwise, all
comparisons are given year-on-year
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Summary
in EUR million 2Q 04 2Q 03 % change 1H 04 1H 03 % change
Revenue: 995.¢ 965.4 3.1% 1,985.( 1,931.¢ 2.1%
Revenues excluding third party value added service

revenues’ 995.¢ 950.¢ 4.7% 1,985.( 1,901. 4.4%
Operating incom: 107.C 82.2 30.(% 243.( 204.2 19.(%
Net income 35.7 28.2 26.1% 106.4 65.¢ 61.7%
Adjusted EBITDA** 390.7 373.7 4.5% 807.¢ 779.€ 3.6%
Basic and diluted earnings per share (in E/ 0.07 0.0¢ 26.1% 0.21 0.1z 61.71%
Capital expenditure 120.2 134.¢ -10.4% 191.¢ 209.¢ -8.7%
in EUR million June 30, 0/ Dec. 31, 03 % change
Net debt 2,372.¢ 2,637.: -10.%

*  For comparative purposes, 2Q 03 and 1H 03 heem adjusted to reflect the accounting changthiat party value added services in 4Q
03.

**  Adjusted EBITDA is defined as net income exclglinterest, taxes, depreciation, amortization, iiimpant charges, dividend income,
equity in earnings of affiliates, other non-opargtincome/expense, minority interests and the catival effect of changes in accounting
principles. This equals operating income beforee@ption, amortization and impairment char

Vienna, August 24, 2004 Felekom Austria AG (VSE: TKA; NYSE: TKA) today anaoced its results for the first half 2004 endingel@0
2004.

Year-to-date comparison:
During the first half 2004 total group revenues@ased by 2.7% to EUR 1,985.0 million.

After applying the change in the accounting fordtparty value added services, which was implenteateOctober 1, 2003 retroactively to
1H 03, the increase in group revenues amountgéb Adriven primarily by the growth in the wirelessgment during 1Q 04 and in the
wireline segment during 2Q 04.

Group operating income increased by 19.0% to EUR®nillion, benefiting from the turnaround in tivgreline segment and a small
increase in the wireless segment. Group operatiogne before depreciation, amortization and impaimncharges (adjusted EBITDA) rose
by 3.6% to EUR 807.4 million during 1H 04.

Consolidated net income of Telekom Austria ros&by% to EUR 106.4 million, including a non-cask éxpense in the amount EUR
18.8 million as a consequence of the tax reforrustria which was enacted during 2Q 04.

Quarterly comparison:
Quarterly figures show an increase in group reveitye3.1% to EUR 995.6 million. Applying the charigehe accounting for third party
value added service revenues implemented on Ocigl#803 also to 2Q 03, revenues increased by dui¥g 2Q 04.

On that basis wireline revenues rose by 6.9% to BBR6 million, driven in part by non-recurring eswes recognised for universal services
discussed below and high transit interconnectionmaes.

According to the Telecommunications Act 2003, TelekAustria is required to provide universal senatéeast until Dec. 31, 2004.
Universal service is defined as the minimum puséitvice that all users must have access to, df@mlable price and at a specific quality
level, independent of their place of residence lauginess.

An arrangement with the alternative service prorgdeas finalized during 2Q 04. As a result, thealiire segment of Telekom Austria is
entitled to charge for universal services rendéetgdveen 1999 and 2004. The charge was recognisede@sue as the provision of universal
services represents a core business of TelekonrtiAust

The presentation for the conference call and tlyefigaires of the Telekom Austria Group in excelnfiat (,,Key figures 1H 2004"“) are available on owbsite at
www.telekom.at.

Results for the first nine months 2004 will be ammeed on November 19, 2004.

Contacts



Investor Relations

Hans Fruhmann

Head of Investor Relations

Tel: +43 (0) 59059 1 20917

E-Mail: hans.fruhmann@telekom.at

Corporate Communications

Martin Bredl

Telekom Austria’s Company Spokesman
Tel: +43 (0) 59 059 1 11001

E-Mail: martin.bredl@telekom.at
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Based on that agreement the wireline businesg&alive for the period 1999 to 2004, including itemaining second half of the current
business year, a total amount of EUR 14.9 millafnyhich the wireless segment is committed to pagmount of EUR 6.4 million, leaving
EUR 8.5 million due from third parties.

For the period until June 30, 2004, a charge feruhiversal service obligation in the amount of ELBR0 million has been included in

wireline operating revenues during 2Q 04. Out & #mount EUR 5.6 million, which are due from thieeless segment, have been accounted
for during prior periods and have therefore be@niehted upon consolidation, leading to a positie¢ impact on group operating revenues
and income in the amount EUR 7.4 million, due frinind parties. The difference to the above mentibtmeal amount until the end of 2004

will be accounted for during the remaining parttod year.

Driven by the foreign operations wireless revemase by 2.7%. Domestic business was impacted bgwaction in equipment revenues.

The charge for universal services was also fulfleeged in the operating income which rose by 30t6%UR 107.0 million. It showed a
turnaround in the wireline segment and small desaéathe wireless segment.

Operating income before depreciation, amortizaséind impairment charges (adjusted EBITDA) rose By} .with a 10.1% increase in
wireline and 1.7% growth in the wireless segment.

Quarterly net income rose from EUR 28.3 milliorB0R 35.7 million. The above mentioned tax reforml come effective as of January
2005 and will among other regulations, reduce tirparate tax rate from 34% to 25%. The resultingihgation for the estimated deferred tax
assets and liabilities as well as loss carry fodsavailable to the company as of Dec. 31, 2004dednon- cash expense in the amount of
EUR 18.8 million during 2Q 04.

Lower capital expenditures, which fell by 10.4%&dR 120.4 million during 2Q 04, contributed to fnether decline in net debt to EUR
2,372.4 million at the end of June 2004.

Reporting changes

In accordance with an Austrian supreme court rylirgjekom Austria is no longer considered the prinabligor for value added services
provided to its customers by third parties and edaeporting revenues generated by such servicagjooss basis, beginning on October 1,
2003. This resulted in an equal reduction of reesrand costs without any impact on adjusted EBITIDAN operating income. Where
necessary for comparative purposes, data from pears has been adjusted in this report.

During 1Q 04, the reporting of capital expenditunes changed from additions to property, plant &ipoment to capital expenditures for
tangible and intangible assets, as included inH'eas®d for investing activities” in the cash flolatement.

Telekom Austria Group: Results for the First HalD2 | 3
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Group Review
Revenues and operating income by segment
Wireline

Year-to-date comparison:
Wireline revenues increased by 0.4% to EUR 1,088l#on in 1H 04. After applying the change in acoing for third party value added
service revenues retroactively to 1H 03, the reeagrowth was 2.5%.

The rise was driven by the charge for the univessalice obligation, high international transit im@ss and continuing stabilization of the
general business trend particularly during 2Q 04.

The rise in revenues coupled with a decline in dejption and amortization charges allowed the dpgréncome to turn positive from EUR
(5.9) million in 1H 03 to EUR 41.3 million in 1H 0®perating income before depreciation, amortiraind impairment charges (adjusted
EBITDA) rose by 4.3% to EUR 428.8 million during T compared to the same period last year.

Quarterly comparison:

Operationally 2Q 04 saw a further migration offitafolumes into mobile networks which led to a%.dlecline in voice volumes to

1.36 billion minutes compared to the same peristiyaar, primarily due to a decline in nationalsdhcluding Internet dial-up minutes, total
minutes declined by 7.3% to 2.22 billion.

Nevertheless, Telekom Austria continued to stresmyits market share which rose to 53.2% at theoéddne 04 for voice only compared
53.0% at the end of June 03, and to 55.5% inclutfiteynet dial-up (end of June 03: 55.2%).

Fixed-to-mobile migration is also the main driver the decline in access lines, which fell by 3.272.96 million, compared to June 2003.
Out of these, 320,700 were ADSL lines (including30D wholesale customers) which continued to risacively by 28,900 net adds during
2Q 04. At the end of June 03, the number of ADSét@mers amounted to 214,900 (wholesale: 40,600).

The average voice tariff fell by 3.8% to 7.5 cgms minute during 2Q 04 compared to the same péaiid/ear. The decline is a result of the
discontinuation of the minimum tariff as of SeptemB8, 2003. Existing customers were transferrdtigcstandard tariff or could change to
the lower priced TikTak packages, which led to kiginonthly rentals, albeit at lower traffic tariffs

At the end of May Telekom Austria announced a neucture of the TikTak tariff package family. Thieneof this relaunch was to increase
the competitiveness through simplification and dretbmparability without negatively impacting reves. The total number of TikTak lines
rose to 1.38 million

Note: Detailed operational figures of the wirelsegment are shown in the appendix on pag:

Wireline
in EUR million 2Q04 2Q 03 % change 1H 04 1H 03 % change
Revenue: 553.¢ 528.% 4.8% 1,088.¢ 1,084.( 0.4%
Revenues excluding third party value added service

revenues’ 553.¢ 517.% 6.% 1,088.¢ 1,061.¢ 2.5%
Operating incom:i 20.1 -16.1 — 41.: -5.9 —
Adjusted EBITDA** 2154 195.¢ 10.1% 428.¢ 411.1 4.2%

*  For comparative purposes, 2Q 03 and 1H 03 heesn adjusted to reflect the accounting changthiaf party value added services in 4Q
03.

**  Adjusted EBITDA is defined as net income exclgglinterest, taxes, depreciation, amortization, iimmpant charges, dividend income,
equity in earnings of affiliates, other non-opargtincome/expense, minority interests and the cativel effect of changes in accounting
principles. This equals operating income beforee@ption, amortization and impairment charg
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at the end of June 2004 compared to 1.04 millichetnd of June 03.

After applying the change in accounting for thitty value added services retroactively to 2Q (G8slime revenues increased by 6.9% to
EUR 553.6 million.

Revenues from “switched voice traffic” fell by 7.0 EUR 98.5 million, applying the change in acdingpfor third party value added
services retroactively to 2Q 03. The decline wasmmpalriven by lower volumes and to a lesser extgntower tariffs.

The above mentioned discontinuation of the minimanff in September 2003, allowed a 3.8% rise weraies from Switched voice month!
rentals and other” in spite of the decline in asdas.

Primarily as a result of further declining paypharsage, revenues from “payphones & value addedcesidecreased by 15.8% to EUR
12.3 million in 2Q 04, applying the change in tlee@unting for third party value added service rexeretroactively to 2Q 03.

Revenues from “data & IT solutions and wholesal@'tleecovered from an unusually low level during @®and rose by 6.9% to EUR
109.5 million, also driven by the rise in corporattworks and LAN projects.

“Internet access & media” revenues benefited froenrtse in ADSL lines and rose by 6.7% to EUR 5tillion, in spite of a transfer of dial-
up revenues in the amount of around EUR 4 millmthe wholesale business to reflect the developmeagreements with Internet service
providers.

The 42.3% rise in “Wholesale voice & Internet” raues to EUR 102.3 million was due to the chargeaifaversal services rendered, an
unusually high volume of transit traffic and theoaé mentioned transfer of Internet revenues. Tlaegehfor universal services rendered u

the universal service obligation between 1999 &@®2 contributed EUR 13.0 million of that increalseaddition, Telekom Austria increas
temporarily its international transit volumes, whimontributed a further EUR 14.1 million to thatei As a consequence interconnection costs
increased accordingly.

“Other wireline” revenues fell by 1.1% to EUR 3%ndllion during 2Q 04, applying the change in acainmfor third party value added
services retroactively to 2Q 03.

The strong rise in revenues together with a 7.8@tirte of depreciation and amortization chargesWiREL95.2 million enabled an increase in
the operating income of the wireline segment frodRE16.1) million in 2Q 03 to EUR 20.1 million in204. Operating income before
depreciation, amortization and impairment chargefusted EBITDA) rose by 10.1% to EUR 215.4 million

As a result of increasing competition, the numbfasustomers at Czech On Line totalled 263,800 aietid of 2Q 04, compared to 273,500 at
the end of 2Q 03. Although revenues rose by 11¥# iR 5.1 million during 2Q 04, operating incomé sy 12.0% to EUR 0.8 million
mainly due to the migration of customers from forrigh volume dial-up to broadband products witmparatively lower margins. Czech
On Line has reacted to that development by inongetsie attractiveness of the dial-up and a marggdirsh for voice products.

Telekom Austria Group: Results for the First HODZ | 5
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Wireless

Year-to-date comparison:

Total operating revenues in the wireless segmesa by 4.7% to EUR 1,019.3 million during 1H 04.&fapplying the change in the
accounting for third party value added service nexs retroactively to 1H 03, the increase amoun€2%. Operating income rose by 1.8%
to EUR 212.4 million and operating income beforpréeiation, amortization and impairment chargegugdd EBITDA) by 6.1% to EUR
389.5 million.

Quarterly comparison:

Ongoing competitive pressure in the Austrian mackettributed to the slowdown in revenue growth igi2Q 04. Wireless revenues
increased by 1.3% to EUR 505.2 million in 2Q O4teAfapplying the change in accounting for thirdtyp&alue added service revenues
retroactively to 2Q 03, the revenue increase wa%2Due to higher depreciation and amortizatioreesgs operating income fell by 5.8% to
EUR 92.0 million. Operating income before depraoiatamortization and impairment charges (adjufBtrDA) increased by 1.7% to EUR
180.5 million.

The total number of subscribers in the wirelessraag grew by 4.7% to 4.8 million by June 30, 200#pared to the end of June 2003.
mobilkom austria

The number of subscribers rose by 3.4% to 3.14anitompared to the end of June 03. Increasing etitign led to a decline in market
share to 42.3% at the end of June 04, compare8.5#at the end of June 03. Mobile penetrationtistda was at 91.8% at the end of 2Q

Although the average quarterly churn rate increatigtitly to 3.9% during 2Q 04 from 3.7% in 2Q ®3e introduction of the new tariff plans
in May 04 resulted in a reduction in churn compacethe first quarter of the current business yBarring 2Q 04 mobilkom austria launched
new tariff options for residential and businesstanners, offering lower call rates for additional mtidy charges.

Rising non-sms data services like MMS and GPRSdexh increase in data revenues as a portionffittralated revenues which rose from
10.8% in 2Q 03 to 11.3% in 2Q 04, in spite of th&%4 decline in SMS numbers to 122.8 million in 2Q During 2Q 04 mobilkom austria
announced simultaneously with VIPnet and Si.mdtgllaunch of Vodafone live!.

Applying the change in the accounting for thirdtpasalue added service revenues retroactively td3Qevenues increased slightly by 0.3%
to EUR 397.0 million. The slowdown in growth isparily a result of lower revenues from handsetsal&e first half of 2004 saw a shift of
handset deliveries from the second into the fiustrter, leading to a disproportionately high yeasyear rise in equipment revenues during
04 and consequently a reduction in 2Q 04. The mighbscriber numbers and volumes allowed an inergegaffic, visitor roaming and
interconnection revenues.

Note: Detailed operational figures of the wirelesgment are shown in the appendix on pag

Wireless
in EUR million 2Q04 2Q 03 % change 1H 04 1H 03 % change
Revenue: 505.2 498.k 1.2% 1,019.: 973.2 4.7%
Revenues excluding third party value added service

revenues’ 505.2 492.1 2.7% 1,019.: 960.( 6.2%
Operating incom: 92.C 97.7 -5.8% 212.¢ 208.¢ 1.8%
Adjusted EBITDA** 180.f 177.¢ 1.7% 389.t 367.2 6.1%

*  For comparative purposes, 2Q 03 and 1H 03 heen adjusted to reflect the accounting changthiat party value added services in 4Q
03.

**  Adjusted EBITDA is defined as net income exclgglinterest, taxes, depreciation, amortization, iimmpant charges, dividend income,

equity in earnings of affiliates, other non-opargtincome/expense, minority interests and the cativel effect of changes in accounting
principles. This equals operating income beforee&ption, amortization and impairment char

Telekom Austria Group: Results for the First HODZ | 6
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During 2Q 04 the average revenue per user (ARPtl)ma by 1.9% to EUR 36.8 due to a slight decredseserage charged minutes of use
per subscriber by 0.2% to 121.9 minutes and ptide &s a result of the increased competition.

Operating income decreased by 9.1% to EUR 76.0omilDepreciation and amortization charges ros6.B% as a result of network
investments and the start of the amortization efWtMTS license in May 2003.

Operating income before depreciation, amortizaéind impairment charges (adjusted EBITDA) decreaye?i5% to EUR 138.7 million
during 2Q 04. The lower margin is primarily duethe reduction in equipment revenues, together higher interconnection costs as a
consequence of the rising volumes terminating lireomobile networks. Subscriber acquisition castsdased by 2.6% to EUR 15.7 million.
Subscriber retention costs rose by 14.0% to EUR difllion.

VIPnet

The number of subscribers at VIPnet in Croatia gogv@.4 % to 1.24 million as of the end of 2Q Odmpared to the end of June 03. The
mobile penetration rate in Croatia was at 56.4%&end of June 2004. VIPnet's market share inedkts50.1%, compared to 49.2% at the
end of June 2003.

During 2Q 04 revenues rose by 14.7% to EUR 91.8ianil The increase was driven by the higher subscmumbers, as well as rising
interconnection revenues due to the increase @mdatinection charges as of July 1, 2003. The 8i8&4m average revenues per user
(ARPU) was primarily caused by higher charged neauif use and the increase in interconnection elsarg

Operating income of VIPnet rose by 3.2% from EURLI@illion, as depreciation and amortization chargereased by 23.7% due to higher
cumulative capital expenditures.

Operating income before depreciation, amortizaéind impairment charges (adjusted EBITDA) rose atrimolne with revenues by 13.8% to
EUR 37.0 million.

In July 2004, the Croatian “Council for Telecomnuations” announced a tender for 3 GSM and 3 UME&nises and set September 14,
2004 as the final date for applications. It is extpd that a third operator will enter the markdPiet considers to participate in that process.

Si.mobil

The mobile penetration rate in Slovenia was 78.4%eend of June 2004. Market share of Si.mobf 88.4% compared to 23.1% at the
of June 2003, and the number of subscribers amduotg61,700 at the end of 2Q 04, an increase¥¥bIompared to the end of June 2003.

The rise in revenues by 3.0% to EUR 20.8 milliorsyeaimarily driven by the increase in visitor roagirevenues and equipment revenues.
Average ARPU decreased by 4.0% to EUR 14.5 dur@p®2 compared to the same period last year maimytd lower revenues from
monthly rentals as a result of the decline in thapprtion of contract subscribers which was at %d at the end of June 2004, down from
46.0% a year earlier.

Operating income turned positive in 2Q 04 to EURMillion, from EUR (1.1) million in 2Q 03 in spitef an increase in depreciation and
amortization charges by 12.2%. Operating incomereediepreciation, amortization and impairment cear@djusted EBITDA) rose by
66.7% to EUR 5.0 million benefiting from cost saysnacross the board.

Consolidated net profit

Year-to-date comparison:
In 1H 04 net income rose by 61.7% to EUR 106.4iam|lbenefiting from 18.8% lower net interest exgeas well as other non-operating
income in the amount of EUR 8.9 million comparedttdR 1.1 million during 1H 03. The effective tax

Telekom Austria Group: Results for the First H&lD2 | 7




Table of Contents

Capital Expenditures

in EUR million 2Q04 2Q03 % change 1H 04 1H 03 % change

Wireline tangible 63.€ 68.€ -7.0% 107.t 114.¢ -6.2%

Wireless tangibl 48.1 60.¢ -20.% 74.£ 87.1 -15.2%

Tangible 111.¢€ 129.¢ -13.5% 181.¢ 202.c -10.1%

Intangible 8.5 5.C 70.(% 9.t 7.3 30.1%

Total 120.¢ 134.¢ -10.&% 1914 209.¢ -8.7%
] ] .| ]

rate was at 32.9% during 1HO04, excluding the impéthe change in tax rate starting with Jan. 152@® the amount of EUR 18.8 million,
and reflects the estimate for the full year 2004e @ifference of the effective tax rate to thelgtaly tax rate of 34% is due to tax credits and
foreign income tax rate differentials. Basic anditéid earnings per share increased from EUR 0.131i63 to EUR 0.21 in 1H 04.

Quarterly comparison:
The decline in net interest expense acceleratddg@Q 04 with a reduction by 19.5% to EUR 31.0liovl due to the net debt reduction and
lower interest rates.

During 2Q 04 the Austrian Parliament agreed tokaeform, which will become effective as of Janu&arn2005 and led to an overall tax
expense of EUR 18.8 million from revaluation of theferred tax assets and liabilities as well as t@sry forwards. The charge is based on
the current estimates of deferred tax assets ahilities by year-end 2004 and might change acogiyli

Altogether quarterly net profit rose by 26.1% toREB5.7 million and basic and diluted earnings s from EUR 0.06 to EUR 0.07.
Capital expenditures

Year-to-date comparison:
Total capital expenditures for tangible and inthhgassets fell by 8.7% to EUR 191.4 million, withpital expenditures for tangible assets
falling by 10.1 % to EUR 181.9 million and a 30.1e in capital expenditures for intangible assets.

Quarterly comparison:
During 2Q 04 total capital expenditures for tangibhd intangible assets fell by 10.4% to EUR 12GilHon.

Capital expenditures for intangible assets incre¢disen EUR 5.0 million in 2Q 03 to EUR 8.5 millian 2Q 04, mainly due to additions of
software licenses in the wireless segment.

Wireline capex for tangible assets show a decrease0% to EUR 63.8 million during 2Q 04, primardye to lower IT investments
following the finalization of a number of large prots during the second half of last year.

The 20.9% decline in capital expenditures for thlggassets in the wireless segment was drivendytistrian business, primarily due to the
postponement of network investments. Capital exjparess in the foreign operations rose due to inmesits into the EDGE infrastructure and
the implementation of Vodafone live!.

Cash flow and net debt

Year-to-date comparison:

Cash generated from operations rose slightly b%3&EUR 543.3 million as the operating improvemaas mostly offset by the
traditionally lower working capital during the firkalf of the financial year. Cash used in invegtaativities fell by 29.6% due to lower capi
expenditures and last year's increase of the stak#Pnet from 71% to 99%.

Quarterly comparison:
The decline in cash generated from operations %00 EUR 348.8 million during 2Q 04 comparedte same period last year, was
entirely due to higher working capital. The dececass

Telekom Austria Group: Results for the First HalD2 | 8
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Cash flow and net debt

in EUR million 2Q04 2Q03 % change 1H 04 1H 03 % change
Cash generated from operatic 348.¢ 389.( -10.2% 543.c 524.¢ 3.5%
Cash from (used in) investing activiti -131.: -190.2 -31.(% -195.% -277.¢ -29.€%
Cash from (used in) financing activiti -243.2 -202.1 20.4% -497.¢€ -241.] 106.2%
Effect of exchange rate chang 0.€ -3.C — -0.t 2.5 —
Net increase (decrease) in cash and cash equis -25.2 -6.3 — -150.t 8.3 —
| | I I | |
in EUR million June 30, 04 Dec. 31, 03 % change
Net debi 2,372 2,637.: -10.(%

primarily a result of higher accounts receivabldsoly rose due to fluctuations in the utilizationtiog asset backed securitization facility and
higher receivables with international carriers.

Reflecting the decline in capital expenditures duad to last yeas acquisition of an additional stake in VIPnethcased in investing activiti
showed a substantial decline of 31.0% to EUR 18&1illBon during 2Q 04 compared to the same periad yaar.

Cash used in financing activities rose by 20.4%UdR 243.4 million during 2Q 04 and includes therpant of dividends for the financial
year 2003, first time since the IPO, in the amafrEUR 64.6 million or EUR 0.13 per sha

Consolidated net debt fell by EUR 264.9 milliorBOR 2,372.4 million compared to the end of Decen®3. Together with the further ri
in stockholders’ equity this lead to a debt-equ#tio (net gearing) of 89.1%, compared to 99.9%fd3ecember 31, 2003.

Net debt includes lor-term debt, short-term borrowings, capital leasash and cash equivalents, marketable securities\ding short-term
with related parties as well as financial instrutsencluded in other assets in the amount of EUR &tlllion. Short-term borrowings are
reduced by the short-term portion of capital arabstborder lease obligations in the amount of EORZ million.

Personnel

Total headcount was at 13,808 at the end of Jufié,28presenting a decline of 82 compared to yrdr2003, coming almost entirely from
the wireline segment. Headcount in the wirelessnggg was stable. Compared to the end of March 20@4group headcount decline
amounts to 112.

Other events during 2Q 04

On April 16, 2004 the Supervisory Board of Telekdmstria approved a stock option plan for memberthefmanagement board and senior
members of the management. Under this plan, thepaoynmay grant a total of up to 10,000,000 optiartiree tranches between April 2004
and April 2006, each tranche having a vesting pleoictwelve months and an exercise period of tlyesses. To be eligible to receive options,
plan members must hold a specified investment Iekben Austria shares until the options are exectif®r every share held, an eligible
employee will

Personnel
(full-time employees) End of period Average of period
June 30, 0¢ June 30, 0: change 1H 04 1H 03 change
Wireline 10,15( 11,07¢ -92¢ 10,22: 11,19¢ -977
Wireless 3,65¢ 3,64: 15 3,66¢ 3,612 54
Total 13,80¢ 14,71¢ -91C 13,88 14,81( -92¢
I I I I I I
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receive 15 options up to a maximum amount of ogtgpecified in the plan.

The stock option plan is based on the performahbasic earnings per share (“EPS”) adjusted fongka in accounting principle and effects
of changes in tax regulations. The number of shased for the EPS calculation is 500,000,000. Turdla will be determined annually for
the next tranche of options and must be approvetidogupervisory board.

Each option entitles the holder to receive, atcthmpany’s choice, either shares at the exercise pri a cash amount equal to the difference
between the quoted market price of the companydseshon the date of the option’s exercise andxbecise price. The exercise price is
defined as the average quoted closing price oT #iekom Austria stock during a period of twentydiray days ending two days before the
granting of options. One option is convertible iotee share. If one year’'s EPS hurdle is not meipng will be automatically accumulated
until the hurdle is achieved provided that the ER&Ile for the following year is set not lower thée original hurdle. The vesting period is
automatically adjusted for a further twelve montihsil the next tranche becomes exercisable.

The first tranche of 2,539,480 options was issuedpril 19, 2004 at a strike price of EUR 11.92rtlRer information is available at
www.telekom.at/ir.

During 2Q 2004 both Standard & Poor’s and Moodw\gelstors Services changed their rating outlook fstable to positive.

At the Annual General Meeting on June 3, 2004 Mamagement Board was authorized to acquire treahages in the maximum extend
legally permitted which is 10% of the share captah minimum price of EUR 9 and a maximum pric&0R 18 per share during a period of
18 months. The Management Board was empoweredhier getire these shares or to use them to satfsfgations under the stock option
programs described above and obligations resuitorg the issue of convertible bonds. The ManagerBeard was also authorized to use
treasury shares as a consideration for companyistions.

The Management Board was also authorized to issaeectible bonds, which grant the holders the rifrgubscription and/or conversion of
up to 90,000,000 shares. The authorization wasigmethe period of 5 years from the day of authation, ending in 2009. The Management
Board is entitled to partially or entirely excluthe subscription rights of the shareholders wittpeet to the convertible bonds.

In addition, the Management Board was authorizéddease the share capital by up to EUR 109.lanilby issuing 50,000,000 ordinary
shares to holders of convertible bonds to the ekteat they exercise their subscription right andémversion right.

Outlook for the business year 2004
The results of the first half 2004 fully supporétbutlook for the business year 2004 as annouredidre

In the wireline segment, the migration of voice uiés to mobile networks is expected to continueubhout 2004. For this reason, it is
anticipated that compared to the financial year32@¥enues will show a slight but slower declinspite of the dynamic growth in broadb:
access lines. However, the development of adjusBi@iDA should remain at least stable because otlweessful workforce reduction
during 2003, further cost control and the chargeufaversal services. This forecast includes thgeetation of a decline in the adjusted
EBITDA during 3Q 04 from the very high level seastlyear.

Competition in the domestic mobile communicatiorexket is remaining as intensely as in the pastréfbee theAustrian business is
expected to show
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a rather flat revenue and adjusted EBITDA durirgyfthil year and growth can be primarily expectehfrthe international operations.

As a result growth rates in the Telekom Austria@rare likely to level out during 2004. This exmettlevelopment translates into an
estimated increase of up to 1% in group revenudsdlémto 2% in adjusted EBITDA for 2004. The resigtslight improvement in margins
reflects the continuing focus on cost reduction snees in all areas of the company. Growth in adfi&iBITDA and a further decline in
depreciation and amortization are expected to teash above average rise in net income by aroufl 25

Cash flow development is expected to remain pasitiecause of continued restraint in capital exgaret and the strong profitability of the
group. Group capital expenditures for tangible &saee expected to decline by around 10% compar#tetfull year 2003.

The development of net debt will also depend orréladization of possible expansion steps as wetasepurchase of shares as described
above. A maximum of EUR 270 million is still availa for this repurchase.

Disclaimer: This news release contains forward-loglstatements that involve risks and uncertainfiéese forward-looking statements are
usually accompanied by words such as “believe fefid,” “anticipate,” “plan,” “expect” and similaxpressions. Actual results may differ
materially from those anticipated in these forwhroking statements as a result of a number of facteorward-looking statements involve
inherent risks and uncertainties. A number of intgoarfactors could cause actual results or outcdmdgfer materially from those expressed
in any forward-looking statement. These factordude, but are not limited to, the following:

the level of demand for telecommunications e or equipment, particularly with regard to ascknes, traffic, bandwidth and new
products;

» competitive forces in liberalized markets, irdihg pricing pressures, technological developmettsrnative routing developments and
new access technologies, and our ability to ratanket share in the face of competition from emrggtind new market entran

» the effects of our tariff reduction or other maikgtinitiatives;

» the regulatory developments and changes, inutthe levels of tariffs, the terms of interconti@e, unbundling of access lines and
international settlement arrangemel

» our ability to achieve cost savings and realizedpobivity improvements

» the success of new business, operating anddiakinitiatives, many of which involve start-upats, and new systems and applications,
particularly with regard to the integration of seevofferings;

e our ability to secure the licenses we need to aféav services and the cost of these licenses dat@denetwork infrastructure bu-outs;
» the progress of our domestic and internationalstments, joint ventures and allian

« the impact of our new business strategies andfoanation program

« the availability, terms and deployment of capitadl dhe impact of regulatory and competitive devalepts on capital expenditure

» the outcome of litigation in which we are involve

» the level of demand in the market for our shareglvban affect our business strateg

» changes in the law including regulatory, cgégkvants and social security law, including persiamd tax law; and general economic
conditions, government and regulatory policies, basiness conditions in the markets we se
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TELEKOM AUSTRIA AG
Consolidated Balance Sheets
(in EUR millions)

June 30, December 31
2004 2003
unaudited

Current assetl

Shor-term investment 17.1 6.6

Receivables due from related part 0.4 1.5

Deferred tax asse 34.¢ 45.¢

Taxes receivabl 6.6 9.7

Other current asse 119.F 119.C

roperty, plant and equipment, | 4,096.. 4,457,

Other intangible assets, r 680.¢ 712.C

Other investment 147.€ 143.¢

Other asset 746.¢ 762.7

LIABILITIES AND STOCKHOLDERS' EQUITY

Shor-term borrowings 741.¢ 631.%

Accrued liabilities 202.¢ 231.¢

Deferred incomt 153.2 150.4

Other current liabilitie: 173.€ 155.¢

Long-term debt, net of current portic 1,837.( 2,342.;

Employee benefit obligatior 121.2 156.C

n

tockholder’ equi

Treasury share -29.1 0.C

Retained earninc 1,145.¢ 1,103.¢
Total Stockholder Equity 2,663.¢ 2,639.«
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TELEKOM AUSTRIA AG
Consolidated Statements of Operations
(in EUR millions, except per share information)

2Q 2004 2Q 2003 1H 2004 1H 2003
unaudited unaudited unaudited unaudited

Operating expenst b

Employee costs, including benefits and ta -164.5 -171.7 -338.1% -348.(

Impairment charge 0.0 0.C -0.2 -4.4

ing incom 107.C 82.c 243.( 204.2

O
9]
2
=1

Interest incomt 18.¢€ 18.¢ 37.C 39.2

(¢

Equity in earnings of affiliate

©
[y
Ly
(@]
o
(@8]
‘ ©
~

Income before income taxes, minority interests @ndulative effect

of change in accounting princi 7 125.F

N
]
D
(o]
m
=
(0]
(o]
~

Minority interests -0.1 -2.5 -0.2 -3.3

Cumulative effect of change in accounting principlet of tax 0.0 0.C 0.C -11.¢

Basic and fully diluted earnings per sh

a) includes revenues from related partie

c) includes interest income from related partie
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TELEKOM AUSTRIA AG
Consolidated Statements of Cash Flows
(in EUR million)
2Q 2004 2Q 2003 1H 2004 1H 2003
unaudited unaudited unaudited unaudited

Net Income 35.7 28.c 106.< 65.¢

Depreciation, amortization and impairment chai 283.7 291.¢ 564 .2 575.2

Allowance for doubtful accoun 8.6 7.7 13.Z 15.1

Equity in earnings of affiliates in excess of deils receive -0.1 -0.9 -0.3 0.t

Asset retirement obligatic— accretion expens 0.4 0.3 0.7 0.5

Gain on sale of investmer -0.1 0.C -3.4 0.C

Other -0.1 0.C -0.2 0.C

Changes in assets and liabilities, net of effediusiness acquire

Due from related partie 2 1

o
(e))
-
=
iy
e}

Prepaid expenses and other as 16.4 32.2 0.4 36.¢

Employee benefit obligatio 9.7 -13.4 -38.¢€ -52.¢

Due to related partie 1.8 -8.€ -25.¢

-28.1 42.2 -225.6 -189.4

Cash from (used in) investing activiti

Acquisitions and investments, net of cash acqt 0.C -50.1 0.2 -71.C

Purchase of investmer— shor-term -18.2 -18.¢€ -25.¢€ -46.Z

Sale of American call for stock option pl 0.C 0.C 0.C

o
o

o
iy

0.4

N
(o%]
o
o

Proceeds from sale of investme— long-term

Cash from (used in) financing activiti

0.C

5.C

o
o

Proceeds from issuance of l--term debt and bonc 22.C

Changes in shc-term bank borrowin 6.8 -184.7 57.¢€ -197.¢

Proceeds from sale of treasury st 0.1 0.C 0.8 0.C

Cash used in financing activiti -243.4 -202.1 -497.€ -241.1

[é8)

Net increase (decrease) in cash and cash equis -25.2 -6.3 -150.t 8.




Cash and cash equivalents at end of pe 51.4 35.¢
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TELEKOM AUSTRIA AG
Unaudited Consolidated Statement of Changes in Stkicolders’ Equity
(in EUR millions)

Common stock Treasury stock Accumulated
Additional other Total
Number of Number of paid in Retained comprehensive  stockholders’
shares Par value shares at cost capital earnings income (loss) equity

Comprehensive inconr

Net unrealized loss on securities, net of
EUR -0.8 deferred income te -1.5 -1.

Unrealized net gain of hedging activities, ne
EUR-1.3 deferred income te 2.5 2.5

Distribution as divident -64.¢€ -64.¢€

Purchase of treasur‘ sha -3,326,88. -29.¢ -29.¢
Balance June 30, 20( 500,000,00 1,090.F -3,327,13:. -29.1 454.( 1,145.¢ 2.8 2,663.¢
. & i i | [ | | | |
Net Debt
June 30, December 31
(in EUR millions) 2004 2003

Shor-term deb 741.¢ 631.c

+ Capital lease obligatior 1.3 2.1

Financial instruments, included in other as: -20.2 -16.t

| I
Net debt/equity 89.1% 99.%%
Reconciliation from Adjusted EBITDA to Net Income
2Q 2004 2Q 2003 1H 2004 1H 2003
(in EUR millions) unaudited unaudited unaudited unaudited

Impairment charge 0.C 0.C -0.2 4.4

Depreciation and amortizatic -283.7 -291.¢ -564.2 -571.C

Interest expens -49.€ -57.4 -102.¢ -119.%

Other income (expense), r 1.€ 5.C 8.¢ 1.1

Income tax expens -41.¢ -19.C -80.2 -44 .t

o
o
o
o

0.C

1
[y
[y
[{g]

Cumulative effect of change in accounting principlet of tax




*  Adjusted EBITDA is defined as net income exdhglinterest, taxes, depreciation, amortizatiorpaimment charges, dividend income,
equity in earnings of affiliates, other non-opeargtincome/expense, minority interests and the catival effect of changes in accounting
principles. This equals operating income beforeel@ption, amortization and impairment char
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Operating Results by Segment

(in EUR million) 2Q 04 2Q03 % change 1H 04 1H 03 % change

Wireline 553.€ 528.2 4.8% 1,088.¢ 1,084.( 0.4%

Other & eliminations -63.2 -61.4 2.2% -123.1] -125.c -1.8%
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=
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=
(9%
(@]
o
=
o
(9%
o

irior to October 1, 2003

Wireless

Total _

Wireline revenue 553.¢ 517.% 6.2% 1,088.¢ 1,061.¢

Other & eliminations -63.2 -59.C 7.1% -123.1 -120.¢ 2.1%

Operating income

Wireless 92.C 97.7 -5.8% 212.¢ 208.¢ 1.8%

Consolidated Operating incor 107.C 82.2 30.(% 243.( 204.2 19.(%

Wireline 215.¢ 195.¢ 10.1% 428.¢ 411.1

H

Other & eliminations -5.2 0.7 — -10.¢ 1.3 —

@)
QD
©
—
=
m
x
e
@
>
[o}
=
c
=
@
(%]

5
m
c
T
3
g
=}

2Q 04 2Q 03 % change 1H 04 1H 03 % change

48.1 60.¢ -20.% 74.4 87.7 -15.2%

=
(8
D
(2]
[0}
—+
QD
>
Q
=2

5.C 70.(% 9.8 30.1%

=1
—
Q
=}
Q
=2
@
(o]
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~
tw

Personnel

(full-time employees) End of period Average of period

June 30, 0« June 30, 0! change 1H 04 1H 03 changt change




Wireline 10,15( 11,07¢ -92¢ 10,22 11,19¢ -977

Wireless 3,65¢ 3,64: 15 3,66¢ 3,612 54
Telekom Austria Grou, 13,80¢ 14,71¢ -91C 13,88 14,81( -928
| | | | ] |

*

Adjusted EBITDA is defined as net income exdhglinterest, taxes, depreciation, amortizatiorpaimment charges, dividend income,
equity in earnings of affiliates, other non-opargtincome/expense, minority interests and the catival effect of changes in accounting
principles. This equals operating income beforerelgption, amortization and impairment char
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Lines and channels (in '000): June 30, 0« June 30, 0% % change

Basic ISDN access ling 447.1 442.c 1.1%

Total access line 2

©
I
o
w
o
a
©
1
I w
8
>

I [

| ] |
ADSL retail access line 249.¢ 174.: 43.1%

Total ADSL access line 320.% 214.¢ 49.2%
| | I
Traffic minutes (in millions of minutes) during the period: 2Q 04 2Q03 % change 1H 04 1H 03 % change

Fixec-to-mobile 214 21E -0.2% 42¢ 42t 0.S%

Total voice minute: 1,357 1,41¢ -4.4% 2,81¢ 2,94: -4.3%

Total wireline minute: 2,21¢ 2,39¢ -7.2% 4,701 5,041 -6.7%

Total market share (incl. Internet dial t 55.59% 55.2%

Total average Internet d-up tariff (EUR/min.) 0.01¢ 0.01¢ 12.5% 0.01¢ 0.01¢ 20.(%

June 30, 04 June 30, 0! % change

Czech On Line customer’in 000) 263.¢ 273t -3.5%

Wireline operating revenues excluding third party \alue added service revenues

(in EUR million) 2Q 04 2Q03 % change 1H 04 1H 03 % change

Switched voice monthly rental & other voice telepjo
revenues 144.¢ 139.C 3.8% 289.( 277.% 4.2%

Data & IT-solutions including wholesa 102.¢ 6.S% 216.¢ 215.(

Wholesale voice telephony & Interr 71.€ 42.2% 184.¢ 152.¢

Total wireline operating revenues excluding thiedtp
value added service revent 553.¢ 517.7 6.9% 1,088.¢ 1,061.¢

Total wireline operating revenu 553.¢ 528.: 4.8% 1,088.¢ 1,084.( 0.4%
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Operational Data Wireless
mobilkom austria group (EUR million) 2Q 04 2Q03 % change 1H 04 1H 03 % change
Revenues excluding third party value added service

revenues 505.2 492.1 2.7% 1,019.: 960.( 6.2%

Adjusted EBITDA* 180.¢ 177.¢ 1.7% 389.f 367.2 6.1%

June 30, 0« June 30, 02 % change

mobilkom austria (EUR million) 2Q 04 2Q 03 % change 1H 04 1H 03 % change

Revenues excluding third party value added service
revenues 397.( 396.( 0.3% 817.: 781.( 4.€%

Adjusted EBITDA* 138.7 142.2 -2.5% 315.2 300.% 4.8%

Subscriber acquisition cost (SAC 15.7 15.¢ 2.€%

Churn (3 months 3.9% 3.7%

June 30, 04 June 30, 03 % change

Contract shar 53.4% 53.1%

Market penetratiol 91.8% 86.6%

VIPnet (EUR million) 2Q 04 2Q 03 % change 1H 04 1H 03 % change

Operating incomt 16.1 15.€ 3.2% 24.: 27.4 -11.2%

Monthly ARPU (EUR) 20. 19. 8.3%

June 30, 04 June 30, 03 % change

Contract shar 15.1% 15.%%

Market penetratiol 56.4% 53.1%

Si.mobil (EUR million) 2Q 04 2Q 03 % change 1H 04 1H 03 % change

Operating incomt

[N
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rm

; o
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1
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_
1
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~
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Monthly ARPU (EUR) 15.1 -4.0%

June 30, 04 June 30, 0z % change

41.1% 46.(%

Market penetratiol 78.4% 75.4%

mobilkom [liechtenstein] (EUR million) 2Q 04 2Q 03 % change 1H 04 1H 03 % change

Revenues excluding third party value added service
revenues 2.2 1.€ 37.5% 5.8 3.€ 61.1%



Operating incom: 0.2 -0.1 — 0.8 0.C —

Adjusted EBITDA* 04 0.1 300.(% 1.1 0.3 266.7%
June 30, 0¢ June 30, 0: % change
Subscribers’ 000) 2.6 2.2 31.&%

*  Adjusted EBITDA is defined as net income exdhglinterest, taxes, depreciation, amortizatiorpaimment charges, dividend income,
equity in earnings of affiliates, other non-opeargtincome/expense, minority interests and the catival effect of changes in accounting
principles. This equals operating income beforerelgption, amortization and impairment char

** 2003 figures adopted to new SAC definition sinae Ja 2004 to take account of handset devaluat
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Pursuant to the requirements of the Secuiltiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned, thereunto duly authorized.

TELEKOM AUSTRIA AG

By: /s/ Heinz Sund

Name: Heinz Sunc
Title: Chief Executive Office

By: /s/ Stefano Colomb

Name: Stefano Colomk
Title: Chief Financial Office
Date: August 25, 200
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