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Cautionary Statement

“This presentation contains certain forward-looking statements. Actual 
results may differ materially from those projected or implied in such 
forward-looking statements. Forward-looking information involves risks 
and uncertainties that could significantly affect expected results.”
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Full Integration Puts A1 Telekom Austria in a 
Unique Position in AustriaUnique Position in Austria

Mobile market Fixed line market

> 3.7 mn customers

> Multi brand

> 0.4 mn customers

> Nationwide triple play

> 5.0 mn mobile 
customers

> 2 3 mn access lines

> 2.3 mn customers

> Multi brand
> 0.7 mn customers

> Triple play in major cities

> 2.3 mn access lines

> Nationwide 
quadruple play> 1.0 mn customers

> Single brand

> Approx. 170 further operators, 
mostly regional cable and fiber

t> Single brand operators
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Despite High Level of Competition A1 Telekom 
A t i  R t i  L di g M k t P itiAustria Retains Leading Market Position

l b l  k  Sh d db d k  ShTotal Mobile Market Shares
(in %)

Fixed Broadband Market Shares
(in %)

47% 53% 56%

30%

43% 43% 42%

9% 8% 7%

19% 16% 15%

25%
23% 22%

6% 8% 8%

19% 19% 20%

32% 30% 30%

%

2008 2009 Q3 2010

Tele2 Other Players UPC A1 Telekom Austria

6%

2008 2009 Q3 2010

3 Orange T-Mobile A1 Telekom Austria

M k t D i M k t D iMarket Drivers
All-inclusive 

packages
SmartphonesFierce 

competition

Market Drivers

Mobile voice Product 
bundles

Mobile 
broadband

Mobile 
broadband

Regulation
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Fixed-to-Mobile Substitution Impacts Revenues 
Whilst Product Bundles Stabilize Line LossesWhilst Product Bundles Stabilize Line Losses

ARPU Development
(in EUR)

34 0

ARPL Development
(in EUR)

24.0
23.3

21.9
22.4 22.3

33.8
34.0

33.3

32.8

33.2

Q3 2009* Q4 2009 Q1 2010 Q2 2010 Q3 2010 Q3 2009* Q4 2009 Q1 2010 Q2 2010 Q3 2010

Product Bundles
(in 000)

Line Losses
(in 000)

509

723
86098

* Adjusted to new reporting structure as of Q3 2009 
2008 2009 Q3 2010

23
10

2008 2009 1-9M 2010
* Adjusted to new reporting structure as of Q3 2009 Adjusted to new reporting structure as of Q3 2009  Adjusted to new reporting structure as of Q3 2009 
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Evolution of Fixed Line and Mobile Products Results
in Substantial Growth of Data Volumesin Substantial Growth of Data Volumes

134544

Mobile Broadband 
Subscribers
(in 000)

aonTV Subscribers 
(in 000)

Smartphones*
(in 000)

+60%

64

101

134

340
400

505
617

2008 2009 Q3 2010Q3 2009 Q3 20102008 2009 Q3 2010

Best mobile 
Fixed Line & Mobile Data 
Usage Continued upgrade of 

network in 
German-speaking 
region

(in Petabyte)

~47 Petabyte

pg
fixed line infrastructure 
meets customer demand 
for higher bandwidth

2008 2009 2010

y

* D fi iti  b d  ti  t   Wi d  M bil /Wi d  Ph  S60  S bi ^3  M G  M  A d id  iOS  BB OS d * Definition based on operating systems : Windows Mobile/Windows Phone, S60, Symbian^3, MeeGo, Maemo, Android, iOS, BB OS and 
Bada (Samsung)
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Strategic Challenges Going ForwardStrategic Challenges Going Forward

1  Integration 2  Cost stabilization1. Integration 2. Cost stabilization

> Swift and efficient execution > Alleviate revenue pressure on EBITDA

> Positive cash flow effect
of EUR 100 mn by 2014/2015

> Revenue synergies,

> Address inflexible cost structure

> Keep personnel costs stable
y g ,

OPEX & CAPEX savings

Strategic challenges

3. Revenue stabilization 4. Network strategy

> Leverage the potential of the 
integration

> Smart innovation leader

> Cope with exponential data growth

> Demand-driven fiber roll-out 

> Remain competitive in all segments
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1 Integration1. Integration
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Integration of Mobile Communication and Fixed 
Line Reflects Development of Customer DemandLine Reflects Development of Customer Demand

Integration
Industry trend Revenue synergies, OPEX and CAPEX 

savings

Customer demand for convergent products and
single point of contact

Swift and Efficient Execution

Announcement of merger on February 23, 2010

+1 Week

+1 Month

Appointment of first-line management

Appointment of second-line management

Completion of new organizational structure

Harmonization of critical processes & governance3 M th

+2 Months

pp g

Harmonization of critical processes & governance

Realization of legal merger on July 8, 2010+5 Months

+3 Months
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Integration Well on Track with Focus on 
Operational ImplementationOperational Implementation

> Implementation of a single brand

> Single point of contact for all customers and productsMarket

> Harmonization of IT-systems architecture

g p p

> Improve cross-selling initiatives

y

> Optimization of service platforms architecture

> Convergent network strategy – continued roll-out of hybrid Giganet*

Technology

> Implementation of harmonized processes

> Integrated management of profitability and target settingSupport
> Simplification and unification of internal administration services

> Harmonization of compensation system

> Unified performance managementHuman > Unified performance management

> Convergent product trainings for all sales personnel
Resources

* Integrated fixed and mobile network* Integrated fixed and mobile network
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Full Cash Flow Potential to be Realized by 
2014/20152014/2015

Cash Flow Effect of Merger of Domestic
Operations
(in EUR mn)

Cash Flow - Drivers

> Approx. 30% Revenue Growth
approx. EUR 100 mn p.a.

> Approx. 30% Revenue Growth
> Cross- and up-selling in wholesale-

and retail-business
> Unified communications/ 

convergent product bundlesconvergent product bundles

> Integrated churn-management

> Approx. 55% OPEX Synergies
Eli i ti  f d d t t> Elimination of redundant systems

> Increased management efficiency

> Continuation of existing social 
plans and natural fluctuation

EUR -30 mn –
EUR -40 mn

O i iti  CF f

p

> Migration of civil servants to 
government bodies

> Approx. 15% CAPEX
Negative CF 

effect in 2010
Break even in 

2012

Ongoing positive CF of
approx. EUR 100 mn p.a. 

starting 2014/ 2015

> Integration of IT- and network 
components
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2 Cost Stabilization2. Cost Stabilization

12Capital Market Day 2010



Strict Cost Management Aims at Flat OPEX Until 
20132013

Short-term
> Monetization of synergies

Strict Cost Management

2-3%
p a

2-3%
p a > Monetization of synergies

> Adjustment of scope of activities

> Stabilization of employee costs1-2%
p a

p.a. p.a.

> General cost cutting

3-4%

p.a.

Medium-term
> Clean network

> Clean product portfolioIC costsMarket drivenEmployeeIndex & 

p.a.

p p

> Clean workflow

> Clean procurement

IC costs
reduction

Market driven
costs increase
(eg. SAC/SRC)

Employee
costs

increase

Index & 
other

increases
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Ongoing Restructuring Efforts Target Inflexible 
Personnel Structure in AustriaPersonnel Structure in Austria

Full Time Equivalents
(Average, in 000) > Approximately 10,000 employees

> 76% of employees have restrictive 
12.3 11.9 11.7 11.8 11.5

10.3 10.0

p y
contracts

> Average age 47 years

> Employee costs driven by mandatory 

2004 2005 2006 2007 2008 2009 Q3 2010

> Employee costs driven by mandatory 
biennial increases and collective 
bargaining agreements

R t t i   i  2008/2009  
Personnel Structure
(in %)

> Restructuring program in 2008/2009: 
1,481 persons accepted social plans or 
were released from work

24%

19%
57%

> Ongoing restructuring activities 
depending on legal framework

Employees Employees with restrictive contracts Civil servants
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Cost Management for 2011 Will Focus on Four Key 
Target Areas Target Areas 

Monetization of synergies Adjustment of scope of activities

> Marketing spend efficiency

> Harmonization of management of accounts 

> Reduction of system maintenance costs by 
adjustment of service levels

Monetization of synergies Adjustment of scope of activities

> Harmonization of management of accounts 
receivables

> Harmonization of internal                      
services

j

> Reduction of external staff

> Reduction of internal projects
services

Short-term
cost management

> Management of headcount based cost 
structure

> Optimization of logistics system for field 
i

g
Stabilization of employee costs General cost cutting

structure

> Socially acceptable reduction of workforce

> Transfer of civil servants to Austrian 
g t l d t t

service

> Reduction of energy costs

> Reduction of travel and vehicle expenses
governmental departments
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Medium-Term Cost Management Will Focus on 
Cl  C t St t

Clean network Clean product portfolio

Clean Cost Structure

> Life cycle management of technology 
platforms

> Phase-out of 400 products

> Reduction of costs due to complexity in 

Clean network Clean product portfolio

p

> Designing of optimal system architecture

> Planning migration and optimization strategies

> Reduction of costs due to complexity in 
network, IT and customer service

> Reduction of IT maintenance

Medium-term
cost management

> Remote fault management > Supplier management (reduce supplier 
f t ti  id  i )

g
Clean workflow Clean procurement

> Consolidation of logistics processes

> Optimization of sales to activation processes in 
residential and support processes in business 

fragmentation, group-wide sourcing)

> Demand management (standardize 
specifications, minimize customization)

P   (b  i  h i  area > Process management (best practice purchasing 
policy and processes)
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3 Revenue Stabilization3. Revenue Stabilization
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Competition, Fixed Minute Loss and Regulation Are 
Key Challenges to Revenue StabilizationKey Challenges to Revenue Stabilization

Fierce Competition

Mobile > Only 42% of 80%

Fixed-Mobile Voice Minutes Substitution
(in %) 

Fixed Line

> Only 42% of 
lost fixed line 
minutes are 
kept within 
A1 Telekom 
Austria

20%

Mobile Communication

2002 2003 2004 2005 2006 2007 2008 2009 2010

Fixed Line Austria
Fixed Line

Regulation Impacts Revenues Revenue Development Austria

i t lapproximately
-4%Regulation 

drives 60% of 
revenue Target

2009 2010

decline in 
2010
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Five Initiatives Drive Revenue Stabilization in 
A striaAustria

Contribution to Revenue Stabilization

Return to access line growth25%

Merge the two worlds25%

Win back and enter new areas20%

Think global, act local20%

Grow the smartphone business10%
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Revolutionizing the Austrian Market – Returning to 
Access Line GrowthAccess Line Growth

The Right “Kombi” for Everyone Product Bundles (Kombis)
(in 000)

Comprehensive and additional Kombi 
offers

509
723

860Address diversity of customer needs

2008 2009 1-9M 2010 2013

Multi-screen world

23
-10

Leverage on Potential of Integration Lines Losses
(in 000)

Exploit integration for truly convergent 
Kombis

-98

-23Kombis

Increase line penetration by using 
combined customer databases

2008 2009 1-9M 2010 2013

Demand for fixed broadband will overcompensate declining fixed voice
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Merge the Two WorldsMerge the Two Worlds

Cross and Up Selling Dual Customers

Consolidate customer basesConsolidate customer bases +60%

Integrated customer view and highly 
efficient and unerring communication

Integrated customer view and highly 
efficient and unerring 

communication

Significant increase of double & triple 
play rate

efficient and unerring communication

2009 2010 2013

communication

aonTV Subscribers
(in 000)

play rate

Up selling of additional TV and 
broadband options

101
134

p

64

2008 2009 1-9M 2010 2013
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Win Back and Enter New AreasWin Back and Enter New Areas

Revenues from ITO*, UC** & Health

+90%

Focus on business customers with A1TA history

Convergent One key
account

One 
service

2009 2010 2013

offers account
manager

service
line

Entering new business areas

IT HealthUnified 
communication & 

outsourcing care
communication & 

video conferencing

* IT Outsourcing IT Outsourcing

** Unified communication
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Think Global  Act LocalThink Global, Act Local

Offers geared 
to target 
regions

Localized and 
foreign 
contentregions

Smart add-on 
services to 

l  b i  

content

Focus on 
lower buying 

barrier
selected Fiber 

Cities

Products for 
special target 

groups

Customer 
tailored 
activities groupsactivities

Focus on areas of low market share – target strong regional competitors
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Grow the Smartphone Business – The Best 
Smartphones in the Best NetworkSmartphones in the Best Network

Smartphone shipments will rise 55% worldwide in 2010Smartphone shipments will rise 55% worldwide in 2010

A1 Telekom Austria offers

> Biggest smartphone portfolio in Austria> Biggest smartphone portfolio in Austria

> Best network within the German speaking 
region

> iPhone positioning driven by highly > iPhone positioning driven by highly 
competitive pressure

Applications are major factors to increase 
t  i  d l lt

High demand
customer convenience and loyalty

> A1 Telekom Austria launched 14 own „A1 
Apps“ as well as a number of „powered by 
A1“ 

Successful launch

Sold out after 8 days

Attracting new customersA1“ apps

> Telekom Austria Group member of the WAC* 
board

* WAC = Wholesale Application Community

Attracting new customers

Moving customers into high ARPU tariffs

* WAC = Wholesale Application Community
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Smartphones Complement Strategy to Stabilize 
Revenues Whilst Protecting the MarginRevenues Whilst Protecting the Margin

Blackberry

Significantly Higher ARPU Smartphone Share

+30% A1 Telekom Austria’s 
smartphone share is 18% Blackberry

iPhone
Uplift
of up

to

p
and 30%** higher than the 

Austrian average

Total ARPU Austria*: EUR 22.3

Android phones 3.5x

Austria A1 Telekom Austria

Smartphone SACs/SRCs are expected to 

A1 Telekom Austria Smartphone Share

p p
remain stable due to deflationary trends 

in the handset market +47%

+59% ~40% of all gross adds 
and renewals use 

smartphones

ARPU uplift from smartphones will soften 
anticipated decline of total ARPU

* as of Q3 2010
2008 2009 2010

* as of Q3 2010

** Social Impact Study 2010/GfK Austria 
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4 Network Strategy4. Network Strategy
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Data Growth Well Covered by Austria‘s Best 
NetworkNetwork

D t  U  Fi d Li D t  U  M bilData Usage Fixed Line
(in Petabyte*)

Data Usage Mobile
(in Petabyte*)

2.5x 3.5x

~45 Petabyte
~2 Petabyte

2006 2007 2008 2009 2010 2006 2007 2008 2009 2010

A1 network best GSM and UMTS 
network in German speaking region in 

2009 and 2010

Continued upgrade of fixed line 
infrastructure meets customer 
demand for higher bandwidth 2009 and 2010demand for higher bandwidth

* 1 Petabyte  1 mn Gigabyte* 1 Petabyte = 1 mn Gigabyte
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A1 Telekom Austria Fiber Trials Stimulate Change 
i  C t  B h iin Customer Behavior

75
82

Usage Average
(in GB/Month)Fiber trials to stimulate bandwidth 

demand

27 26

Built “Data Highways” are being used 

Fiber trials show significant higher
10 10

Villach ADSL Villach 
Gigaspeed 

16

Villach 
Gigaspeed 

30

Klagenfurt 
ADSL

Klagenfurt 
Gigaspeed 

16

Klagenfurt 
Gigaspeed 

30

Fiber trials show significant higher
uptake of value added services driving

ARPL

Take-Up Rate aonTV
(in %)

Take-Up Rate HDTV
(in %)

7%

17%
21%

14%

31% 33%

7%

National
average

Klagenfurt
(GS 16&30)

Villach        
(GS 16&30)

National
average

Klagenfurt
(GS 16&30)

Villach        
(GS 16&30)
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Exponential Growth of Fixed Line and Mobile Data 
AnticipatedAnticipated

Fixed Line Data Trends Mobile Data Trends

Future expectations:
100 GB/Month & 20-100 MBit/s

Future expectations:
10 GB/Month & 5 MBit/s100 GB/Month & 20-100 MBit/s 10 GB/Month & 5 MBit/s

Drivers:

> HD and 3D-TV

Drivers:

> Mobile broadband

> Smart home

> Cloud services

> Gaming

> Video streaming

> Applications

Today on the move :
1.5 GB/Month & 2.5 MBit/s

Today at home/at work: 
8 GB/Month & 8 MBit/s
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Hybrid Giganet Strategy - Efficient Use of 
Technologies to Cope With Data GrowthTechnologies to Cope With Data Growth

Hi h B d idth Fi d N t k Hi h B d idth M bil  N t kHigh Bandwidth Fixed Network High Bandwidth Mobile Network

High bandwidth based on NGA* fixed line Future proof through Air to Fiber“High bandwidth based on NGA - fixed line Future proof through „Air to Fiber

> LTE> LTE

> Dual Cell

> HSPA+> FTTEx** (xDSL)

Fiber

> HSPA
( )

> FTTC (xDSL)

> FTTB (xDSL)

> FTTH (GPON)
Exchange

Integration allows full exploitation of fixed and mobile technologies
* NGA  Next Generation Access

> FTTH (GPON)

* NGA = Next Generation Access

**  FTTEx = Fiber To The Exchange
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Future Proof Backhauling Enables Implementation 
of High Bandwidth Mobile Technologiesof High Bandwidth Mobile Technologies

“Air to Fiber” Strategy

Connecting base stations via fiber to the backbone

More than 1,000 base stations already connected

Future proof backhauling ensured

Commercial Launch of LTEDual Cell Roll-Out
> First Austrian operator to launch mobile 

broadband tariff for LTE technology in 
November 2010

> Installation of a second carrier per cell and 
implementation of “dual cell” features

> Speeds up to 42 Mbit/s achievable
> Approximately 50 base stations already 

upgraded

> Speeds up to 150 Mbit/s achievable

p p

> Base station on HSPA+ and direct glass fiber 
link required 

> 25% of base stations to be upgraded by end 
> LTE operated on acquired 2.6 GHz spectrum in 

September 2010

pg y
of year
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New Technologies Highlight Ample Potential of 
Existing Copper NetworkExisting Copper Network

> Capacity of existing copper network not yet fully exploited> Capacity of existing copper network not yet fully exploited

> Trials of new technologies suggest additional potential beyond VDSL2

Upgrade 
h l i150

kBit/s
EDGE

280
kBit/s

UMTS 1.5…6   
MBit/sHSPA 15…50 

MBit/sHSPA+ 70                                                                         
MBit/s LTEMobile access

Vectoring, 
Bonding,
Pair Virtualization

technologies

2
MBit/s

ADSL
8 

MBit/s
ADSL2+

20 
MBit/s

VDSL2
150-200

MBit/s
DSL+Access based on copper

80
MBit/s

GPON
2.5

300 
MBit/s

GPON
10

up to
10                                      

GBit/s

WDM
PONFiber glass access

Access based on coax (cable TV) 200
MBit/s

DOCSIS
3.0

est. average bandwidth
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D i i g Lif  C l  M g t Driving Life Cycle Management 

> Life cycle of technology platforms from design, introduction, maintenance to phase-out

> Optimal system architecture/roadmap

> Migration and optimization strategies

> Increases profitability and cost efficiency of platforms

> Improvement of customer satisfaction and fulfillment of internal demandsp

> Minimizes negative effects of platform migrations or phase-outs

E.g. ongoing projects:E.g. ongoing projects:

> X.25 / Frame relay phase-out 

> Migration towards managed access systems (business, mobile backhauling)

> Legacy voice platform phase-out (NGN voice)

> Single radio access network

33Capital Market Day 2010



Demand Oriented Giganet Rollout Leads to 
Effi i t U  f CAPEXEfficient Use of CAPEX

Roll Out Criteria

Population density & demand
(City vs. rural area, aid)

1

Roll-Out Criteria

Giganet roll-out focused on
target objects( y , )

Competition
( k t h  i f t t f titi )

2
(market shares, infrastructure of competition)

Existing TAG infrastructure33 g
(pipework, mobile position) 33

Technology factors44 Technology factors
(costs, speed of roll-out, bandwidth)

44

Legend:

Giganet cities Glass fiber
Copper

Target object

Legend:
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Giganet Access for 50% of Austrian Households by 
20112011

T t l H h ld CTotal Household Coverage
(in 000, % of total households) 

Adressable market 2010 2011
FTTEx 1,600 38% 1,900 45%
FTTB, FTTC & FTTH 150 4% 210 5%

1,750 42% 2,110 50%

Additional roll-out of fiber

technologies demand driven

Approximately

55% households by 2013*

FTTEx roll-out will be

finished by beginning of 2012

Giganet roll out included in CAPEX outlook

g yy g g

Giganet roll-out included in CAPEX outlook

* Subject to annual assessment of demand and roll-out environment  Subject to annual assessment of demand and roll-out environment 
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Thank you!Thank you!
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