Consolidated management report'

Belgacom Group

Group revenue grew 0.9% in 2012 to EUR 6,462 million

Group EBITDA of EUR 1,784 million, i.e. -6.7%° lower than for 2011
Full-year EBITDA margin of 27.6%; 2.2 p.p. less than 2011
Belgacom generated EUR 691 million Free Cash Flow in 2012

Revenues

Revenue (in mio €) Share in 2012 Group revenue per BU
before non-recurring items

2008 2009 2010 2011 2012 ECBU WEBU WSDE&W HES&S W BICS

The Belgacom Group ended the year 2012 wathl revenue of EUR 6,462 million. In contrast to some of itpeers in the
European Telecoms industry, Belgacom realized a positive revenue evolution of +0.9%, i.e. an increase of EUR 56
million over the previous year. Belgacom achieved this through the solid financial result of its Consumer segment, and the
growth realized in the International Carrier segment, while the revenue erosion in the Business segment remained limited
spite of operating in an unfavorableoeaomy. Excluding the net impact from acquired and disposed companies, the Belgacom
Group revenue was up 0.5%. This includes a revenue loss due to refutatasyres for a total amount of EUS0 million,
or-1.4%. This excluded, the underlying reveritom the Belgacom Group was up 1.9% from 2011.
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Operating expenses

The Belgacom Group s  toetating) expensesdr 2012 amounted to
EUR 4,677 million before nonrecurring it ems, which is 4% higher
compared to the year before.

The Belgacom Group ended the year 204ith a Cost of Salesof EUR

Total expenses (in mio €)
before non-recurring items

4,677
— 4,494

3,989 4,035_~g20 925 2,611 million, i.e. 3.7% higher than the previous year. This increase is
. inly drivenby: 1- the | ional Carrier Services (BICS i
Non-HR890 840 mainly drivenby: 1- the International Carrier Services ( ), operating at
1,107 1,117 1,141 Jower margins; 2 an increase in Cost of Sales in the Consumer segment,
HR 1,12 1,108 partly driven by The Phone House3- a EUR 22 million accounting

o adjustment following the passing of the new Telecom law.
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In the course 02012, the Belgacom Grougheadcount increadedriven by
2008 2009 2010 2011 2012 the acquisition of The Phortdouse and businessitical hiring. This was
partly offset by employees leavingunderthe i T u t o rresthuctyring
program. By ene012, the Belgacom Group counted5,859 full-time

Headcount evolution (in FTE) equivalents, o7 1 FTEsmorethanthe year before

The 202 HR-expensesof EUR 1,141 million were 2.2% higher versus

2011, mainly as a result ofnflation-driven wage indexatian and a higher
persomel base

The 2012non-HR expenseSfor the BelgacomGroupwere up by 7.6% to

a total of EUR 925 million, including thecosts related tdhe Phone House

2008 2009 2010 2011 0 and some costs |inked to Belgacomoés

Detailedfinancial results as from pagexXX

Varianceexcluding nonrecurring revenue. Including non-recurring revenue of 2011, the2012 Group revenue was up 0.7%
Variance excluding norrecurring items. Whenincluding non-recurring items, EBITDA was down 6.9%

Mainly related to Lower Mobile Termination Rates, lowerVoice and DateRoaming rates

Following its acquisition by Belgacom financials of The Phone House are consolidated as of January 2012
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® Other operating expenses



EBITDA

EBITDA (in mio €) & margin 2012 EBITDA contribution per BU (in mio €)
before non-recurring items

33.3% 32.6% ®CBU

29.8%

30.0% 27.6%

W EBU

u SDE&W

S&S

MBICS

2008 2009 2010 2011 2012

The BelgacontGroup EBITDA , before norrecurring items remained under pressur@@®2, endingat EUR 1,784 million,

6.7% lower versus 2011This led to a fulyearEBITDA margin of 27.6%.

Regulatory measures had a negative impact for a total amount obEWlion, or -2.9%. Excluding the regulation impact,

the full-year EBITDA was3.8 % or EUR -72 million lower than the previous yeam addition, the introduction of the new
telecom law on 1 October 2012 triggered an accounting adjustment forEURillion at theEBITDA level. The remaining
decrease in EBITDA is mainly driven by higher HR amd+hlR expenses, while direct margins are pressured by a changing
product mix.
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Tax Expense

Effective tax rate The effective tax rate resulting from the application of the general principles of
7 Belgian tax law was 19.5%6r full-year 2012. The decrease compared to 25.3%
2017 — 20.3% ETR for 2011, resulted from: lower earnings before tax with rather stable
2011 | 25.3% adjustment of the tax base, (accelerated) use of tax deductions and relative
2010 | 21.6%" higher ETR in 2011 due to taxation on 5% of irgraup dividends
2009 |eees— 21.0%
2008 | d 24.1%

* Normalized effective tax rate, excluding the non-recurring non-taxable gain of EUR 436 million
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CAPEX 2012 Capex per BU (in mio €)
Capex (in mio €)

& capexas % of revenue

12.8% 12.1% 11.7%

11.1%
10.0%

u CBU

M EBU

i SDE&W
S&S

M BICS

2008 2009 2010 2011 2012

The Belgacom Group invested a total of EUR753 million in 2012, or 11.®% of its Group revenue. To support its
convergence strategy, Belgacom continued to invest in its network, further increasing coverage and speed for bothdts fixed
its mobile network. In this regard, Belgacom further rolled out fiber to the curbinstalled VDSL2, increasing its fiber
coverage to over 84% by yeand
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Free Cash Flow *

Free Cash Flow (in mio €) Belgacom ended the year 20%ith EUR 691 million of Free Cash
Flow. This is EUR 97 million lower than foP011, explained by the
lower EBITDA (adjusted for nowash oneoff impacts following the
new Telecom Law), the acquisition of Wireless Technologies BVBA for
EUR 23 million, the payment of the 4G spectrum license for EUR 20
million and higher income tax pments for EUR 21 million

2008 2008 2010 2011 2012 (*) Cash flow before financing activities
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Net financial position
Belgacomclosed the year 2012 with a very sound net financial position.
Its financial debt end of 2012 was EUR1,601 million, or 0.9 times
EBITDA (before nomrecurring items), one of the lowest net debt
positions in the European telecom sector. The Net Debt irextelg
EUR 122 million as the cash returned to shareholders in the form of
dividends exceeded the 2012 Free Cash Flow.

The outstanding lonterm gross financial debt amounted to EUR 1.9
) billion (re-measured at fair valjie

(31) 19 @) (1.601)

Net debt FCF Dividends Non controling  Net sale of Other Net debt
December 2011 interests treasury shares December 2012
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Consumer Business Unit - CBU

Consumer segment generated EUR 2,321 million revenue in 2012, up 1.4% from 201
Revenue from Data, TV and The Phone House fully offset Voice revenue erosion
Multi-play Packs supporting customer growth: TV +175,000; Internet +50,000’; while limiting

Voice line erosion

Full-year segment result of EUR 986 million, i.e. a 3.8% decline compared to 201

CBU revenues

Revenue (in mio €)

2008

2009 2010 2011

2012

CBU 2012 revenue split

 Other

@ Terminals

i Scarlet & Tango

TV

i Data (fixed & mobile)
i Voice (fixed & mobile)

For the fullyear 202, CBU reported revenues of EUR2,321 million or 1.4% more than for2011. The yearoveryear
improvementis driven by thesolid revenue contribution from Belgacom ;TMobile Dataand Fixed Internet as well as the
revenue contribution from The Phone Hou&ecluding the net contribution from acquired and divestamipaniesn addition
to a oneoff accounting adjustmerttiggered by the introduction of the new telecom,léowering the Consumer revenue by
EUR 10 million in the second quarter 2012 C Bddgangc revenue wasearly flat €0.3%) versus the prior yearThis was
mainly driven by egulatory measureshich reducedhe 2012 revenue byEUR 40 million (-1.8%). This entailsthe effect from
afurtherdecline ofVoice roaming tariffs lower Mobile Termination Rates arttie resultingdecline in fixedto-mobile tariffs
as well as the regulated capping of Mobile Data Roaming pricing since 2Q2yThe underlyingrevenuei.e. excludng the

above impactsvasup by 1.5%comparedo 20
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Fixed & mobile voice revenue

(in mio €)
—
\
Mobile ‘ ‘\
Fixed
J 6 06 454
2008 2009 2010 2011 2012
Fixed line & mobile customers
(in"000)
d 3,643
Mohile { 3,769
d 3,824
[ 3,777
e 1,718
—
Fixed 1,933
e, 05
| 2,165

2012* w2011 w2010 @2009 12008

*Year-over-year difference differs from net add figures due to a re-

segmentation exercise between the Business Units

Fixed & mobile voice ARPU
(in €)

Mobile d 14.5

9.9
Fixed | 20.7
d 2

2

E2012 w2011 w2010 w2009 112008

B e | g a anorentraglitional product linesuch asFixed Voice and
Mobile Voice continued to be under pressure2012 in partdue to
regulation The share of revenue from Voice in the total consumer
revenue further decreased 46% in 2012, whereas this was5%o in
2011

The consumer segment generated EUBR25 million in revenue from
Fixed Voiceover the full-year 2012,showing sequential improveant

over the quarters. The reduced revenue loss results from a maintained

lower level ofvoice lines erosionfollowing the success of midplay
Packsand Happy Time XL The line erosionover 202 further
improved to a loss 081,000 lines versus15,000in 2011. End-2012
CBU counted atotal Fixed Voice customerbase of 718000°. The
Fixed line revenue felt pressure fromome regulatory measures
though on the other hantenefittedfrom the price indexations oflL
January 202.

The EUR 505 million revenue from Mobile Voice', was 10.5%
lower than for 2011, including a significant impact from relgtiory
measureY. Compared to en@011, the CBU mobile cusbmer base
shrunkby 152,000 customersto a total 0f3,643000 Whereas in the
first half of 2012 CBU still grew itsnobile customer base, the second
half of 2012 showed aignificant net customer loss. This was
especiallyvisible in the Prepaid segmentl©2,000, while the Postpaid
segment (+40,000)as protected bthe growing success dfta cards,
driven by Packs including mobileand Internet Everywhere. As of

7 Excluding 11,000 Internet customersj ©) T OAOT AO ABat@erasésbgmented o ERY tCBU

8 Including Scarlet VolP customers

? Implementation of a financial collecting model and lower fixedo-mobile tariffs following the cut in mobile termination rates

1% As of 2011 the allocation of Mobile Access revenue to Voice and Data was adjusted to bettflect the price plans. The 2010 revenue from
Mobile Voice and Data was restated accordingly; note however that the 2009 revenue has not been restated.

L ower roaming tariffs, a doublecut in mobile termination rates and the implementation of acollecting model for Premium Rate Services

4



October 2012 however, Postpaid too was under pressdriven by
aggressive competitor pricing arlde new telecom law ering into

Fixed & mobile data revenue (in mio €) force.
Mobil Both Fixed andMobile datashowed a positive revenue evolution
compared to 2014driving the share obata in the total CBU revenue
Fixed to 32% versus31% in 2QL1.
2008 2000 2010 2011 2012 Full-year Mobile data revenuesof EUR 398 million were 7.8%
Fixed & mobile data ARPU (in €) higher than for the prior year. Mobile dataincludes revenue from
both SMSadnonSMS dat a, i.e. OAdvanced
Mobile I n contrast to the trend seen in

data

revenue fromSMS continuedto show growthin 2012, increasingo
EUR 342 million, ups.%% comparedo thepreviousyear Thistrendis
driven bythe continuedsuccess opricing plans including free SMS,
boosting the total SMS volume 2.5% to an average 0282 text
messages/user/montRevenue fromAdvancedData showed strong
growth over the first half of 20123jriven by thestrongdemand on
12012 W2011 12010 ®2009 12008 Mobile Internet andMobile Data roaming As of July 2012 the

Fixed internet customers (in'000) revenue growth trend was subdued by the European Roaming
regulation, lowering the rates for Mbile Data roaming significantly.
Over the fultyear 2012, AdvanceData revenue was up 14.3% to EUR
56 million.

Revenue fran Fixed Internet increased by2.1% from lastyear.In

spite of a mature and competitive markeBU continuedto grow its
Fixed Internetcustomer base in 201@riven by the success of muki
play PacksCBU grew its Fixed riternet customer base B@,000to a
total of 1,193,000customers. Thdroadband ARPWor 2012 was
*Year-over-year difference differs from net add figures due to a re- EUR 26.500mpared t€EUR 26.8 for 2011.
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TV customers (in '000) 1,386 TV ARPU (in €)

1,211

L
2008 2009 2010 2011 2012*

TV revenue (inmio €)

2nd
stream 506

2008 2009 2010 2011 2012

2008 2009 2010 2011 2012 2008 2009 2010 2011 2012

Benefitting fromB e | g a atiastiesand weltargeted Pack8elgacom TVcontinued tdoe very successfih 2012 with its
customer basgrowing by175000 customers to a tal of 1,386,000including 230,000 multi-settop box usersThe monthly
average revenue per customer (ARPU) for TV was ELTRO versus EUR18.4 for 2011. With the free football offer
annualising,Belgacom TVsaw its revenugrowth picking up again in the second half of 2012. Over theykdr 2012
Belgacom TV gneratedEUR 235 million revenue up 13.3% compared t®011 In 2012, TV revenues representdd% of
total CBU revenues.
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CBU operating expenses
C B U fotal expenses wengp 5.7% over the previouyear.This is theresult of

Total expenses (in mio €) higher Cost of Sales which increased yearover-year by 6.8% to EUR 666
1365 million. This increase was mainly driven by the costs from The Phone House,
1160 1 1,263/1'335 partly offset bya positive effect from regulatory measufesapitalization of
Non-HR - " 207 soill | 299 310/ modems anchitiatives to improve product proétility.
" a8 345 325 il *° Additional headcount from The Phone House amdlation-based wage
. indexations(June 201Jand March 20123rove the5.5% yearoveryearincrease
Cos — >es in HR costs to EUR359million.

2008 2003 2010 2011 2012 Nonp-HR costsfor 2012 totded EUR 310 million or 3.7 highercompared to
2011, includingnon-HR expenses from The Phone House

12 . o
Lower mobile termination rates



Segment result (in mio €) & margin

The CBU fultyear segment result amounted to EUR986 million which is
434% 453% 44.8% 4359 EUR 39 million or 3.8% below that of 2011 This includes a netdive impact
from regulationfor EUR 22 million (-2.1%) anda oneoff accounting adjustment
for EUR 26 million following the new telecom law The 202 full-year
contribution margiff decreased t42.%% from 44.8% for 2011.

48.5%

2008 2009 2010 2011 2012

Tango

Tango Mobile customers (in'000)

2009

2010 2011 2012

2009 2010 2011 2012

For the fullyear 202, Tango,B e | g a ¢ o mdosrgish mobite mgeratorgontinued to do well witheported revenues of

EUR 114 million or an increase of6.5% compared to 20l This growth is driven by strong salda Luxembourgof
smartphones and the iPhone. Along with @éhgoingmigration of prepaid towards postpaid offers and increased revenues from
bundles, this resulted in a continued revenue incréasthermore, over the yedd12 Tango added,000 customers.

B Belgacom does not apply a full cost allocation. Network and IT costs are therefore mainly centralized within SDE&W



Enterprise Business Unit - EBU

Revenue 2.3% lower versus 2011 in competitive landscape and unfavorable economic context
Regulatory price cuts significantly impacted revenue and segment result
Underlying growth from ICT and mobile data offsetting Voice decline, ex-regulation
2012 segment result totals EUR 1,108 million
EBU 2012 revenue split
EBU revenues

Revenue (in mio €)
& Other

H Terminals
uwicT
& Data

 Voice

2008 2009 2010 2011 2012

Over the year 2B e | g a profesdional customer segment generated R{2R4million in revenuei.e. 2.3% lowerthan
for 2011. This decline is partly xplained bythe divestmentof Telindus Spain, partiallgompensateéor by the acquisition of
Eudasys by Telindus Frand@rganically, i.e. excluding the M&A impact, tlevenue erosion wdsnited to-1.5%. This was
mainly caused by regulato¥me as ur es, | o wZrevénnegy EUBRB million @r 011%. Leaving aside the M&
and regulation impact, the underlying revenue from BB&$ 0.4% upcomparedio 2011 The positive underlying revenue
variance resulted frorthe volume growth in Mobile Data andhigher ICT revenue, which offsethe pressure on Fixed and
Mobile Voice.
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Fixed & mobile voice revenue (in mio €)

The traditional voice products, both Fixed and Mobile, continued to feel pressure
from regulatory measur®s i.e. from the lowered Mobile Termination Rates, the
resulting lower Fixedo-Mobile rates andhe cut in Roaming ratetn 2012, Fixed

and Mobile Voice representdd? of the totaEBU revenue

2008 ' 2009 ' 2010 2011 2012
Fixed line & mobile customers

In 2012 EBU generated EUR81 million in revenue fromFixed Voice which is

(in '000) 3.1% lower than for 201 This is in part due to the lowerdtxedto-Mobile rates,
1=-1‘}1§;6 and in part due to the continued erosion of Fixed Voice lim80122EBUb s Fi x
Hoste ~ ;lli%aaé’s‘ Voice line base eroded t7,000linesto a total of 1356000. The price indexation
——— of 1 January 204 gave some suppotb the 2012 Fixed Voice ARPU® which
Fres ¥y remained fairly stablat EUR 28.5
d 1,545
9201 W01l 62010 W2009 w2008 Revenue fronMobile Voice for the year 202 amounted td&=UR 403 million, 10%
*Year-over-year difference differs from net add figures due to a . . . . .
re-segmentation exercise between the Business Units lower compared to2011. Regulatory price decreases in Mobile Termination and
Fixed & mobile voice ARPU Roaming rates further impacted the Mobile Voievenue along with continued
(in €) price erosion as a result of the successful uptake of Mobile pricing plans including
—— 33 free Voice minutes anthe fierce competition in the Corporate Mobile Market. The
ot s 39.2 e price pressure wasowever partly compensatetbr by a solid customer growtbf
4 285 ' 95,000 active Mobile customet§ ending 202 with a total of 1486000 Mobile
Fired ',‘3%-,%7 customersUsageper customewasonly slightly downfrom the previousyear with

an average usage 815 minutes per month.
Eéécéecéecécéecééceécéecécéeceéeceéecéecécéeeéecéeeceececeeccee
ICT revenue (in mio €)

In 2012 EBU reported EUR 692nillion revenue from ICT, compared to EUF®7

2 = B o7 million in 2011. The variance wa$owever impacted by the divestituref Telindus

0 Spain and the acquisition of Eudasys by Telindus FraBeganically, the revenue
from ICT was up by2.8% over the previous year in spite of theunfavorable
economic climatén 2012,

2008 2009 2010 2011 2012

Eééééceééeeéeececceceeeeceeeececeeceeeceeceeececeeceeeeeeeece
éé

1 Lower Mobile Termination Rates and the flowthrough to Fixed-to-Mobile rates, lower Roaming rates
r Average revenue per user on a monthly basis
16 Including Mobile Voice, Mobile Data and M2M cards



Fixed & mobile data revenue (in mio €)

Mobile Data revenuecontinuedto grow in 2012, up by 3.3% to EUR 223
ru“ |/| |" milion. The revenue from Mobile Data includes both revenue from SMS and

Mobile

nonSMS Data (Advanced Mobile Data).

fred e sl 22 B Revenue from SMScontinued to growsolidly by 10.3% yearoveryear to
- EUR 108million for 2012. Usage per customéurtherincreasedo an average
of 110text messageper user per monthip by 24%.

2008 2009 2010 2011 2012
Fixed internet customers (in'000)

Non-SMS Mobile Data revenueover the full year was 2.5% lower versus
443 416 R 995 [ 434 2011 totalling EUR 115million for 2012 Revenue from Advanced data grew
solidly in the first half of 2012 aaresult ofa strondy increasing customer base
for Mobile Internet androlumegrowth in Mobile Data RoamingHowever,
— since mid2012, there has been a reversal in ploisitiverevenuedrend as the
2008 209 2010 20n o 2om revenue wasignificantly impated bythe regulation of Mobile Data roaming
*Year-over-year difference differs from net add figures due

to a re-segmentation exercise between the Business Units tan’ifs, app|icab|€SinCe 1 JUly 2012.
Fixed & mobile data ARPU

(in €) For 2012 EBU reported-ixed Data revenue ofEUR 388million, which is
. 12.9 nearly stable-0.2%)compared to the previoygar. In 2012 the migration from
Moble —F older technologies (ATM, Frame Relay, Leas@tks) to the Belgacomxplore
= 134 platform continued, for which pricing is more favorabla.a highly
g ) 333 competitive and saturated professiolraernet market, EBWept itsFixed
data "‘3%3;96 Internet customer base fairly flainding the year 2@with 443000 Internet

customerswith anARPU of EUR 39.1

E2012 w2011 w2010 =2009 w2008
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EBU operating expenses

Total expenses (in mio €) EBU ended the year 2@lwith EUR 619 million Cost of Sales i.e. 3.1% less
1,430 than for 201. The lowered Mobile Termination rates for all Belgian Mobile
Non-HRL78 11270\11210 1168 1186 operatorsposi tively impacted EBUOGs <costs
I 142 19 [ a1 160 alternative mobile networks. In addition, ethdivestment of Telindus Spain
379 275 favorably |mpacted_the flrsth_alf—year variance. This more than pffset the
381 407 unfavaable underlying evolution of Costf Sales due to the changing product
mix.

[N 844

Compared to 201, E B U 6IR expensesf EUR 407 million were6.7% higher,

: . mainly due toa change in internal cost allocation of customer installation and
2008 2009 2010 201 2012 overhead costs. The remaining increase resulted frdtation-based wage
indexation&® andadditional hiring for businessritical jobs in the ICTarea.

For 202, EBU reported a totation-HR expenseof EUR 160 million, i.e. 11.3%
morethanfor the previousyear.The norHR costs includé an unfaveableeffect
from a change in cost allocation, foreigurrencyand bad debt.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
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EBU segment result and contribution margin

Segment result (in mio €) & margin

The EBU segment result for full-year 2012totals EUR 1,108million , whichis
6.5% or EUR77 million less tharfor the previous yeaiT his includes a EURBO
million negative impact from Regulatipand a net negative impact frohet
divestment and acquisition within the ICT domaihe contribution margiti
decreasedo 48.3% in 2012.

47.0% 492% 50.0% 50.4% 483%

2008 2009 2010 2011 P N S O N o S Y o o o oo rTr Yy

v Including impact from resegmentation of 11,000 Broadband customers (Internet for Employees) to CBU

' salaries wee indexed by 2% on 1 October 2010 and 1 June 2011 for Belgacom SA employees, and on 1 January 2011 for all other
employees

9 Belgacom does not apply a full cost allocation. Network and IT costs are therefore mainly centralized within SDE&W



Service Delivery Engine & Wholesale — SDE&W

SDE&W revenues

Revenue (in mio €) Revenue within the SDE&W segment relatmainly to wholesale activities
from Belgacom.Over the fullyear 202 the SDE&W revenues amounted to
EUR 304 million, or 4.4% belowthose of2011. This includes the negative
effect fromsome regulatoy) measureslowering the SDE&W revenue by EUR
3.6 million in 2012. The remaining decline is due to a lower volumdeafsed
lines anddecreasedRkoaming priceswhich was only partly offset by higher
roaming volumes

2008 2009 2010 2011 2012

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
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SDE&W operating expenses
Total operating expenses for ZDdmounted tcEUR 401 million, 2.1% lower

versus 201. Over 2012 the SDE&Wcost of salesvasslightly upby 3.3% to

Total expenses (in mio €)

Cos 431 450 451 EUR 37 million.
93 ™ 72 _lae \4:: ___4m
" 203 The positive effecon HR expensedrom both lower headcounanda Group
o5 = 199, 177 neutral change in cost allocatiofully offset the inflation-based salary
- indexationsleading tcan11% lowerHR expense for 2Q4
The non-HR expensesof EUR 187 million for the fullyear 202 were
2008 2009 2010 2011 2012

significantly higher compared to the previous year as 2011 SDE&W
benefited from positive provisior’* reversals exceén the positive oneff
recorded in 2012.
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Staff & Support — S&S

S&S revenues

Revenue (in mio €)

Staff and SupponteportedEUR 34 million of revenuedor the year 202.

The decreaseover last year, however, is the result of the accountingaof
oneoff internalrevenuan 2011, which was neutratied ona Group level

2008 2009 2010 2011 2002
TCccceccoceccoccoccoccoccoccoccoccocecgEeéeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeece

S&S operating expenses

Total expenses (in mio €)

370 358 374 374 Total operating expensesemained fairly stablein relation to 2011.Non-
HR expenses were somewhat up whereasekienses were 2.1% lower as
the decline in headcount more than offset the inflatiased wage
indexations

156

2008 2009 2010 2011 2012

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
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20 Regulatory impacts from Mobile Termination Rates and lowered Local Loop Unbundling and Bitstream prices
*! Related toprovision reversals due to litigation settlements



International Carrier Services - BICS

Revenue increase of 5.3% over 201

Voice revenue up: solid volume growth, favorable destination mix and stronger dollar
Strong uptake of Mobile data

2012 gross margin up by 9.3% from 201

ICSr evenues

Revenue (in mio €) In spite of anncreasigly competitive market ancevenuebeingpressured by
Before non-recurring items the Europearwide decrease of Mobile Termination Rat&3ICS grew its
revenue by.3% to EUR1,645million.

— 1,610
812 892

2008 2009 2010 2011 2012

The revenue from Voice was B6% to EUR1,457 million, driven by higher
volumes(up 3.4% to 28 billion minuteg, reinforced by a kiter destination fix

and a faveable effectfrom a strengthening average dollar rgéaroveryear.
This more than offset the negative MTR effect.

Non-Voice volume growth acceleradl to 45.1%, resulting in10.2% higher
revenue compared to 2011

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
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ICS g ross margin

Gross margin (in mio €) ICS reportedfor full-year2012 a gross margirof EUR 244 million, up by 9.3%
yearonyear, a significant improvement to the 1.1% decline of 20This
positive evolution was the result of bothgeowing Non-Voice gross margin
(+10.2%) anda higherVoice gross margir(+8.4%)

2008 2009 2010 2011 2012

eeeeeeeeeececeeeeececeeeeeceeceeceeeeeceeceeeeeceeeceeeeeeeeeeeeeeeecece

ICS EBITDA and margin

EBITDA (in mio €) & margin The reported EBITDA of ICS for 2@lof EUR 129 million was 6.1% higher
8.7% comparedo the previougearas a result of the higher gross margin
7'2%/’\&22%_7?" The 202 EBITDA margin of7.8% remained stabli relationto last yead .s

2008 2009 2010 2011 2012

eeeeeeeeeeceeceeeeeceeceeeeeeeceeeeeceeceeeeeceeeceeeeeeeeeeeeeeeeececce

ICS Volumes

Volumes (in mio)

1028~ ~557  Volumes continued to grow 2012 with Voice volumesup 3.4%, now
exceeding 28 billion minutes, whildon-Voice volumesgrew by 45% year
overyear.

Non-Voice

2008 2009 2010 2011 2012

eeeeeeeeeeeceeeeeeceeeeeeeceeeeeeeeceeeeeceeeeeeeeeeeeeeeeecece
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Quarterly results as

Group 1 Financials

reported

(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Revenues (1) 1,583 1,612 1,596 1,616 6,406 1,588 1,611 1,620 1,644 6,462
Consumer Business Unit 565 579 571 572 2,288 577 575 587 581 2,321
Enterprise business unit 593 593 572 591 2,349 579 576 560 579 2,294
Service Delivery Engine & Wholesale 81 80 77 80 318 78 76 75 76 304
Staff&Support 8 7 25 8 47 9 7 7 11 34
International Carrier Services 372 388 401 401 1,562 382 409 424 430 1,645
Intersegment eliminations -36 -36 -51 -36 -159 -37 -34 -33 -33 =137
Costs of materials and charges to revenues -609 -621 -633 -655 -2,517 -614 -667 -649 -680 -2,611
Personnel expenses and pensions -274 -282 -278 -283 =4l dlily -282 -285 -294 -282 -1,141
Other operating expenses -220 -196 -213 -232 -860 -226 -224 -218 -257 -925
EBITDA (1) 480 512 472 446 1,912 466 434 460 425 1,784
Segment EBITDA margin (1) 30.3% 31.8% 29.6% 27.6% 29.8% 29.3% 27.0% 28.4% 25.9% 27.6%
Non recurring items 0 -18 0 4 -15 0 -10 -3 -4 -18
Ebitda after non-recurring items 480 494 472 450 1,897 466 424 456 421 1,766
(1) before non-recurring items
Group reported to underlying
Q111 Q112 Varin % Q211 Q212 Varin % Q311 Q312 Varin % Q411 Q412 Varen %
GROUP - REVENUE
Reported 1,583 1,588 0.3% 1,612 1,611 -0.1% 1,596 1,620 1.5% 1,616 1,644 1.7%
One-offs 0 0 0 12 0 0 0 0
M8&A -16 -19 -17 -16 -2 -19 0 -17
Like-for-like 1,567 1,569 0.1% 1,595 1,607 0.8% 1,594 1,601 0.4% 1,616 1,627 0.7%
Regulation 14 16 36 23
Underlying 1,567 1,583 1.0% 1,595 1,623 1.8% 1,594 1,637 2.7% 1,616 1,650 2.1%
GROUP - EBITDA
Reported 480 466 -3.1% 512 434 -15.3% 472 460 -2.7% 446 425 -4.8%
One-offs 6 0 -17 34 6 -2 3 4
M8&A 1 4 -1 3 -1 3 0 2
Like-for-like 487 470 -3.6% 495 471 -4.7% 478 461 -3.5% 449 431 -4.0%
Regulation 6 7 27 14
Underlying 487 476 -2.3% 495 479 -3.2% 478 488 2.1% 449 445 -0.9%
One-offs: Accounting impact new Telecom Law in Q2 2012, capitalization of modems as of 2012, significant net impact of changes in exceptional provisions and a one off capital loss in S&S in Q4 2012.
M&A: acquisiton of The Phone House, divesture of Telindus Spain and Scarlet Curagao
Regulation: includes impact from lower Mobile Termination and Roaming rates, and other regulatory impacts
Revenue evolution in percentages
Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
GROUP
Reported YoY variance -3.5% -3.2% -2.7% -2.6% -3.0% 0.3% -0.1% 1.5% 1.7% 0.9%
Like-for-like YoY variance -3.5% -3.3% -2.0% -1.6% -2.6% 0.1% 0.8% 0.4% 0.7% 0.5%
Underlying YoY variance -0.4% -1.3% -0.9% -1.0% -0.9% 1.0% 1.8% 2.7% 2.1% 1.9%
CBU
Reported YoY variance -4.3% -2.1% -2.3% -4.6% -3.3% 2.1% -0.7% 2.8% 1.5% 1.4%
Like-for-like YoY variance -4.3% -2.1% -2.3% -4.0% -3.2% 0.5% -0.8% 0.3% -1.0% -0.3%
Underlying YoY variance -0.1% 0.4% -0.8% -3.2% -0.9% 1.7% 0.7% 2.8% 0.7% 1.5%
EBU
Reported YoY variance -3.7% -2.8% -3.1% -2.4% -3.0% -2.2% -2.9% -2.2% -2.1% -2.3%
Like-for-like YoY variance -3.7% -3.1% -1.1% -0.2% -2.1% -1.0% -0.3% -2.5% -2.4% -1.5%
Underlying YoY variance -0.8% -0.7% 0.3% 0.6% -0.2% 0.1% 0.8% 1.3% -0.3% 0.4%
SDE&W
Reported YoY variance -13.9% -6.1% -2.3% -3.9% -6.9% -4.3% -4.9% -3.2% -5.0% -4.4%
Like-for-like YoY variance -13.9% -6.1% -2.3% -3.9% -6.9% -5.1% -6.1% -4.5% -6.3% -5.5%
Underlying YoY variance -3.6% -2.9% -0.8% -3.4% -2.7% -4.3% -4.9% -3.3% -5.0% -4.4%
BICS
Reported YoY variance -1.5% -6.5% -3.4% -0.3% -3.0% 2.6% 5.5% 5.7% 7.3% 5.3%

Like-for-like: i.e. excluding impact from M&A, the re-segmentation and the new Telco Law accounting adjustments
Underlying: i.e. like-for-like excluding impact from regulatory measures
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Group 1 Capex

(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Group Capex 173 161 163 279 777 186 174 160 234 753
Consumer Business Unit 44 27 24 40 134 61 33 30 42 164
Enterprise business unit 4 4 3 8 18 4 4 3 5 15
Service Delivery Engine & Wholesale 115 119 125 193 552 116 126 114 158 514
Staff&Support 7 9 9 26 51 5 8 8 19 40
International Carrier Services 3 2 3 14 22 1 3 5 12 20

CBU 1 Financials

(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Revenues 565 579 571 572 2,288 577 575 587 581 2,321
Erom Fixed 281 27 271 26 1.099 274 21/ 74 277 1,096
Voice 118 115 111 110 454 110 105 105 105 425
Data 85 83 82 82 332 85 84 85 85 339
TV 51 53 51 53 208 55 57 61 62 235
Terminals (excl. TV) 7 6 7 7 26 6 6 7 7 25
Scarlet 21 21 20 18 79 19 18 17 18 71
Erom Mobile 265 79 279 280 1,104 281 282 92 278 1.133
Voice 139 147 143 136 565 130 123 133 120 505
Data 87 92 93 97 369 97 102 98 100 398
Terminals (excl. TV) 14 14 16 19 63 27 29 32 28 116
Tango 25 26 28 28 107 27 28 28 30 114
Other 19 23 21 23 86 22 23 22 25 92
Costs of materials and charges to revenues -149 -149 -158 -168 -624 -162 -182 -157 -166 -666
Personnel expenses and pensions -83 -85 -86 -87 -340 -90 -88 -92 -88 -359
Other operating expenses -70 -74 -71 -84 -299 -74 -73 -77 -86 -310
Segment result 264 271 257 233 1,025 251 232 261 241 986
Segment Contribution margin 46.7% 46.8% 45.0% 40.8% 44.8% 43.5% 40.4% 44.5% 41.6% 42.5%

CBU i Operationals

Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
FROM FIXED
Number of access channels (thousands) 3,028 3,006 2,977 2,974 2,974 2,938 2,926 2,918 2,912 2,912
Voice 1,896 1,870 1,839 1,818 1,818 1,780 1,758 1,737 1,718 1,718
Broadband 1,131 1,136 1,138 1,156 1,156 1,159 1,169 1,181 1,193 1,193
Traffic (millions of minutes) 1,061 977 936 1,036 4,011 1,086 1,027 965 1,060 4,138
National 875 795 765 821 3,256 828 754 703 768 3,053
Fixed to Mobile 95 96 89 123 402 164 179 170 187 701
International 91 87 82 92 352 94 93 92 104 383
TV (thousands) 1,029 1,087 1,139 1,211 1,211 1,254 1,301 1,340 1,386 1,386
TV - households 879 925 963 1,021 1,021 1,057 1,093 1,125 1,156 1,156
of which multiple settop boxes 149 162 176 190 190 196 209 216 230 230
ARPU (EUR)
ARPU Voice 20.2 20.0 19.7 19.8 19:9 20.2 19.7 19.7 20.0 19:9
ARPU broadband 27.6 27.0 26.7 26.1 26.8 26.9 26.4 26.5 26.1 26.5
ARPU Belgacom TV 19.4 19.2 17.8 17.5 18.4 17.6 17.6 18.1 18.2 17.9
FROM MOBILE
Number of active customers (thousands) 3,723 3,726 3,774 3,805 3,805 3,805 3,811 3,748 3,643 3,643
Prepaid (1) 2,117 2,096 2,111 2,116 2,116 2,116 2,071 1,992 1,923 1,923
Postpaid 1,606 1,630 1,663 1,690 1,690 1,690 1,739 1,756 1,720 1,720
Annualized churn rate (blended - variance in p.p.) (2) 21.3% 20.4% 20.4% 25.2% 21.8% 20.4% 19.9% 25.8% 36.0% 25.9%
Net ARPU (EUR)
Prepaid 14.1 15.3 14.4 14.9 14.7 14.0 14.2 13.6 14.4 14.0
Postpaid 29.2 30.0 30.0 28.6 29.5 27.9 27.3 28.9 26.6 27.7
Blended 20.5 21.6 21.1 20.7 21.0 20.1 20.1 20.8 20.1 20.3
Blended voice 12.7 13.4 12.9 12.2 12.8 11.6 11.1 12.0 11.1 11.5
Blended data 7.8 8.2 8.2 8.5 8.2 8.5 9.0 8.7 9.0 8.8
UoU (units) 338.0 357.5 335.4 373.3 351.6 377.9 391.7 357.5 389.9 379.1
MoU (min) 102.2 106.6 103.6 103.8 104.3 101.5 104.7 100.5 101.7 102.1
SMS (units) 238.7 254.1 235.1 273.0 250.5 279.8 291.3 262.1 294.2 281.7

(1) Prepaid includes Mobisud customers that were previously reported as MVNO customers
(2) Q4 2011 impacted by clean-up of inactive prepaid cards. This clean-up has no impact on the number of active customers & prepaid net adds.
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EBU i Financials

(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Revenue 593 593 572 591 2,349 579 576 560 579 2,294
Erom Fixed 20 17 98 420 1.655 408 409 398 418 1.633
Voice 128 125 121 122 496 124 120 118 119 481
Data 98 97 96 97 389 929 99 96 95 388
Terminals 18 18 18 18 72 18 18 18 18 72
IcT 175 177 163 182 697 167 172 167 186 692
Erom Mobile 169 71 16! 16 77 166 162 158 155 640
Voice 115 115 110 108 448 106 102 100 96 403
Data 50 53 56 57 216 56 58 55 54 223
Terminals 4 3 3 3 13 3 3 3 5 14
Other 4 5 5 4 7 5 5 4 6 21
Costs of materials and charges to revenues -162 -160 -154 -164 -639 -149 -157 -150 -163 -619
Personnel expenses and pensions -94 -98 -93 -96 -381 -100 -103 -103 -101 -407
Other operating expenses -37 -37 -34 -36 -144 -40 -39 -39 -41 -160
Segment result 300 298 291 296 1,185 289 277 267 274 1,108
Segment Contribution margin 50.6% 50.3% 50.9% 50.0% 50.4% 50.0% 48.1% 47.8% 47.4% 48.3%
EBU - Operationals
Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
FROM FIXED
Number of access channels (thousands) 1,861 1,849 1,834 1,820 1,820 1,841 1,824 1,815 1,799 1,799
Voice 1,425 1,412 1,400 1,385 1,385 1,394 1,379 1,370 1,356 1,356
Broadband 436 436 434 434 434 446 445 444 443 443
Traffic (millions of minutes) 782 732 672 716 2,901 754 699 636 686 2,775
National 526 485 445 476 1,932 502 459 416 451 1,828
Fixed to Mobile 165 160 147 160 633 167 161 147 160 635
International 90 86 80 80 336 84 79 73 75 311
ARPU (EUR)
ARPU Voice 29.1 28.9 28.1 28.6 28.7 28.9 28.4 27.9 28.6 28.5
ARPU Broadband 39.6 39.3 39.1 38.9 39.2 39.5 39.0 39.1 38.8 39.1
FROM MOBILE
Number of active customers (thousands) 1,327 1,357 1,380 1,408 1,408 1,413 1,449 1,470 1,486 1,486
Postpaid 1,327 1,357 1,380 1,408 1,408 1,413 1,449 1,470 1,486 1,486
11.1% 10.8% 9.4% 10.2% 10.3% 11.7% 11.0% 10.8% 16.8% 12.7%
Annualized churn rate (blended - variance in p.p.)
Net ARPU (EUR)
Postpaid 41.8 41.9 40.6 39.5 41.0 38.7 37.2 35.5 33.9 36.3
Postpaid voice 29.2 28.7 26.9 25.9 27.6 25.3 23.7 22.9 21.6 23.3
Postpaid data 12.6 13.2 13.8 13.7 13.3 13.5 13.5 12.6 12.2 12.9
UoU (units) 356.5 369.6 343.3 363.4 358.8 375.8 377.0 339.9 366.8 364.7
MoU (min) 317.1 328.3 305.0 322.8 318.9 327.8 326.6 293.3 314.3 315.4
SMS (units) 83.7 90.1 87.3 95.6 89.4 106.6 111.7 104.7 118.1 110.3
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SDE&W 1 Financials
(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Revenues 81 80 7 80 318 78 76 75 76 304
Costs of materials and charges to revenues -9 -9 -9 -9 -36 -9 -9 -9 -10 -37
Personnel expenses and pensions -49 -50 -50 -50 -199 -43 -44 -47 -43 -177
Other operating expenses -52 -33 -48 -42 =175 -48 -50 -41 -48 -187
Segment result -29 -12 -30 -21 =92 -23 -26 -21 -26 =97/
SDE&W 1 Operatoinals
Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
FROM FIXED
Number of access channels (thousands)
Voice (1) 12 12 11 11 11
Broadband (1) 1 1 1 1
FROM MOBILE
Number of active Mobile customers (thousands)
Retail (1) 8 8 9 8 8 8
MVNO = 5 7 8 8 8
(1) i.e. Belgacom retail products sold via SDE&W (OLO's own usage and reselling)
S&S i Financials
(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Revenues 8 7 25 8 47 9 7 7 11 34
Costs of materials and charges to revenues 0 0 0 -1 -1 1 -1 0 -2 -2
Personnel expenses and pensions -39 -40 -40 -40 -160 -38 -39 -41 -39 -156
Other operating expenses -47 -41 -66 -61 -215 -51 -50 -49 -67 -218
Segment result -79 -74 -81 -95 -328 -79 -83 -82 -97 -341
ICS 1 Financials
(EUR million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Revenues 372 388 401 401 1,562 382 409 424 430 1,645
Costs of materials and charges to revenues -320 -333 -342 -342 -1,338 -326 -347 -361 -367 -1,400
Personnel expenses and pensions -10 -9 -9 -9 -37 -10 -10 -11 -11 -43
Other operating expenses -18 -17 -15 -16 -65 -18 -17 -17 -20 -73
Segment result 24 29 35 33 122 28 34 35 32 129
Segment EBITDA margin 6.5% 7.5% 8.7% 8.3% 7.8% 7.3% 8.4% 8.3% 7.3% 7.8%
ICS 1 Operationals
Volumes (in million) Q111 Q211 Q311 Q411 2011 Q112 Q212 Q312 Q412 2012
Voice 6,574 6,997 6,853 7,018 27,442 6,907 6,984 6,934 7,556 28,382
Non-Voice (SMS/IMMS) 230 253 276 315 1,074 323 361 428 445 1,557
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Risk management

This section presents an overview of the Grisksapmarert®lritesk Me
and its main mitigation efforts.

Belgacom believes that risk management is fundamental to corporate governance and the development of sustainable busin
The Group has adopted a risk philosophy that is aimed at maximizing businneess and shareholder value by effectively
bal ancing risk and reward. The objective of risk manage:
but also to protect Bel gacombés r ep upokcied avenreportédiimrmta 82i ohthe r i
consolidated financial statements. Risks related to important ongoing claims and judicial procedures are reportedadh note 34
these statements. The major other risks are the enterprise risks and financialgejstginThese risks are detailed below, as

are the related mitigating factors and control measures.

Enterprise risks

The Groupods Enterprise Risk Management ( ERM) covers t
uncertainties that Belgano could encounter. Belgacom ERM is a structured and consistent framework for assessing,
responding to and reporting on risks that could affkect t
to maximize value for shareholders bigaing risk management with the corporate strategy, assessing the emerging risk from
regulation, new technologies or the market, and developing risk tolerance and mitigating strategies. Belgacom ERM has be
reviewed and updated every year since 2006.Thiss k assessment and evaluation take
annual strategic planning cycle. The resulting report on major risks and uncertainties is then reviewed by the manageme
committee, the CEO and the Audit committee. Among thksridentified in the ERM exercise of 2012, the following risk
categories were prioritized:- Tompetitive market dynamics; Business model evolution;rg&htfully skilled and motivated
personnel, 4lependency on equipment and technology.

Principal risk s Description Mitigation factors and control measures
Competitive market New market entrant or disruptive Rational pricingstrategy
dynamics competitor behaviour might reduce markeSimplified and improved postpaid offering
val ue, pressur e B e lIFocusonconvergence strategy

and negatively impact revenue and profit.Keep leadership in mobile network quality
Innovative products and services
Business model evolution  Alternative communications driven by nevBelgacom pioneers new technologies and
technology and customer demand requireoffers customers the emerging advaetaf
rapid internal innovation while coming at convergence. In the Enterprise business

lower margin, potentially impacting segment too, new business models have bee
revenue and profit. developed. ICS proactively explores new
territories, geographically and technologically
Rightfully skilled and Constant shifts in demand for dkicould Belgacom has a good reputation as an
motivated personnel leave Belgacom with an inadequate pool employer, applies customized programs suck
talent. as Strategic Workforce planning and

Introducing a cap by law on executive  continuously invests in professional educatiol
remuneration would place Belgacom at avia internal training.
disadvantage against its competitors. Young employees are attracted through the

6Young Potenti al Pro
Dependency on equipment  Network systems could be impacted by Technology spread across different locations
and technology damage, computer viruses, natural Ageing legacy copper cables have been

disasters and unauthorized access whichgradually replaced by fibre technology since
could lead to loss of business and liability2003. Legacy systems are being phased out
claims. and replaced by integrated systems.
Strict monitoringoc ont r act ual
liabilities terms & conditionsvith suppliers
and vendos. Adequate insurances for damagi
caused by network failures, computer viruses
security breaches and the like.
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Competitive market dynamics

Belgium is a small country with only a few large telecom players, among which Belgacom is the incumbent. In such
circumstances, mar ket value is vulnerable to disruptive
Mobistar, BASE and &lenet, are subsidiaries of large international operators, respectively France Telecom, KPN, and Liberty
Global.

A new market entrant or radical price competition could cost Belgacom market share and negatively impact revenue and prof
For instance, theew Belgian telecom law applicable, since 1 October 2012, might result in a greater andhang&pected
increase in customer churn. Continued aggressive competitor mobile pricing might cause additional customer churn and cot
lead to a furtherdecees e of Bel gacombés mobile mar ket share. Furth
more intense in the South of Belgium if the respective cable competitors were to launch an aggressive mobile offef. In case
greatly reduced competitor pes, Belgacom could be forced to revise its mobile pricing plans accordingly, which might result
in lower mobile revenue. Belgacom, however, has always adopted a rational pricing strategy and will continue to be a
disciplined as possible in its customefenings, vigilant as not to trigger further destruction of market value. Belgacom has
reviewed and simplified its mobile postpaid offer, incr
strategy gives the company a solid foundationcompete, providing attractive mufilay offers to its customers while
reducing churn. Belgacom also continues to invest in its networks, to maintain its leadership in network quality and to b
recoqnized as innovative operatdks such, Belgacom wake first Belgian operator to provide LTdervices to its customers.

As for other telecom providers, the value of Belgacom of mobile voice services might become increasingly challenged by OT
(OverTheTop) players such as Skype on mobile. Belgacom ibelgitely differentiating itself from the OTT competition, by
leveraging its virtualized entertainment offers in the private market and its cloud computing services for professitheals. At
same time,, Belgacom is continuing to develop its broadband gevéoagive its customers the best internet experience.
Bel gacom has also drawn inspiration from OTT players,
available to nofBelgacom customers as well.

In the international carrier servicesarket, voice margins per minute have been under significant pressure over the past few
years as a result of price competition, consolidation of the competitors and the ease with which customers are able to char
providers. If pressure on voice margins @docontinue and/or if the Group does not offset price decreases with increased
vol ume, Bel gacomdés I CS growth rate, operating revenue al
the mobile data market might increase and therefffeet the growth profile of the International Carrier Services.

Changing business model

As a telecom company, Belgacom operates in a dynamic, rapidly changing environment driven by new technologica

developments and evehanging customer demand. Irsrp o n s e, Bel gacomdés business mod:
further away from its traditional business, dominated by voice services with high margins. Instead, it is increasinglygembrac
alternative communications such as-W, Mobile Internetand ¥ | P . This development <coul d g

future revenue and profit from voice minutes or SMS. The International Carrier Services segment too is subject to thi
changing business model, and could see its revenue from Voice traffic comeptegiire as IP technology makes inroads
into traditional communications.

The rapid pace of the technological change requires internal innovation to be fast as well, which may be hampered by lor
internal development times, hence stalling the launchwfseevices.

To mitigate any negative effect on the Belgacom Group revenue and its business segments, Belgacom has chosen to pior
new technologies and to offer customers the emerging advantage of converffgneeample by deploying a countwyide
hotpot network in partnership with FON. Bel gacom has int
these new ways of communicatindgor example with packages including unlimited SMS together with voice and mobile data
capacity. In the Emfprise business segment too, where Voice business is contracting, new business models have bee
developed to compensate for this, such as cloud computing. ICS is also proactively exploring new territories, geographicall
and technologically.

16



Dependency on rightfully skilled and motivated personnel

Belgacom depends heavily on the people who work for it: key management, technical employees with the right skills, an
wel-t rai ned sales people with detailsavicesknowl edge of t he B¢

The introduction of a cap by law on executive remuneration applicable on new contracts, as set out in a draft proposal of tt
minister for Public Enterprises, would restrict Belgacom in attracting and retaining highly qualified top manadedened
flexibility in executive remuneration would place Belgacom at a disadvantage compared to its main competitors in the Belgia
market and could eventually lead to reduced business performance and, by extension, reduced income.

Rapid changes in techlogy and the unceasing evolution in products and services imply constant shifts in demand for skills,
and without effective provisions being made, could leave Belgacom with an inadequate pool of talent. Within the Enterprist
segment, for instance, the fecon delivering full endo-end services and the increasing complexity of customer deals requires
staff with specific skills and expertise. Lack ofs$Killed employees could hamper EBU in winning complex customer deals
and sl ow EBUGs sgutianeenthicityst r at egy i n

Bel gacomdés future success wild.l be influenced by its o
Consequently, to tackle new needs in skills, the Human Resources department has developed customized progmms, sucl
Strategic Workforce planning, and tipgogram for young potential$zurthermore, Belgacom continuously invests in the
professional education of its employees via internal training. Overall, Belgacom enjoys a good reputation as an employer.

At Belgacan Group level, about one in three employees is statutory, benefitting from substantially higher protection agains
dismissal than private e ct or empl oyees. This may restrict Bel gacombs
levels compaable to those of its competitors.

Dependence on equipment and technology

Bel gacomdés business is highly dependent on t ec hpiatfocnss. i n
Belgacom is only able to deliver services insofar as itpratect its network systems against damage from telecommunication
failures, computer viruses, natural disasters and unauthorized access. Any system failure, incident, or security breach tt
causes interruptions in Bekogatdmdémpaper 8eil gmsomés phit s
some of its customers and could potentially have financial consequences and a reputational impact. To mitigate the ris
related to incidents affecting technical buildings (e.g. fire), Belgatasnspread its technology across different locations and
buildings (e.g. 3 data centers, splitting corporate ICT services and customer ICT services), 10 network services nodes a
hundreds of local exchanges.

Bel gacombés servi ce psimgly depéndeat ori rmumeboescli® platforngso preserve tha quality of
service delivered to its customers, Belgacom needs to guarantee stability, processing time and agility. Any disruption c
security breach resul ting ionapplicasoss, oo leadingatoniaappropriat® disclaswe ad me
confidential information, may result in Belgacom incurring liability. In addition, the Group may incur additional costs to
remedy the damage caused by such disruptions or security breaches. lBelgassesses errors and omissions insurance,
business interruption insurance and insurance guarding specifically against certain losses resulting from, for instatee, comp
viruses and security breaches.

Nonetheless, in the event of network or IT intptions Belgacom has multiple measures in place to remedy problems within
the shortest time possible. Firstly, Belgacom has an extensive monitoring center in place allowing very fast detection an
identification of any possible problem that could jeopaslithe proper functioning of its operations Secondly, Belgacom has
elaborate and welprepared procedures in place to deal with and remediateirhjggct incidents as quickly as possible
through Emergency Response Teams. These operate 24/7 and incloelst #neperts in their fields.

Belgacom has a natiemnide access network, part of which part has been in place for a long theesecalled legacy copper
network. Ageing copper cables could increase fault rates and decrease performance. The Malkenightvbe subject to
technical failures, affecting the quality of service or causing temporary service interruptions, leading to customer
dissatisfaction. Another priority is the network transformation program, which could be subject to delayed itapiemamnd
consequently delayed savings from the outphasing of technical buildings.
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Belgacom heavily invests to further improve its network. Rolling out a-fistkec ur b net wor k has been
key priorities over the past few, while old copper cables are being replaced and new technologies are showing a promisit
evolutionary path for the last mile in copper. Belgacom continues to invest in stability improvements for both its fixed and
mobile @re network by putting new architectures into place that enable higher redundancy. In addition, elaborate networl
resilience programs have been set up to further boost the ability to keep the network in operation in the event o4 failures.
similar resiliemce plan will be put in place as from 1 January 2013 donescritical IT applicationg-urthermore, to prevent
problems in the supply <c¢chain, Bel gacom strictly monito
suppliers and vendors

Financial reporting risks

In the area of financial reporting, in addition to the general enterprise risks also impacting the financial reporting (e.g
personnel), the major risks identified include: new transactions and evolving accounting standards,ichargesv and
regulations, and the financial statement closing process.

New transactions and evolving accounting standards

New transactions could have a significant impact on the financial statements, either directly in the financial statentkats or
notes. An inappropriate accounting treatment could result in financial statements which do not provide a true and figir view a
more. Changes in legislation (e.g. pension age, customer protection) could also significantly impact the financials. Nev
accounting standards can require the gathering of new information and the adaption of complex (billing) systems. If not timely
and adequately foreseen, the timeliness and reliability of the financial reporting could be put at risk.

It is the responsibility ofne Corporate Accounting department to follow the evolution in the area of evolving standards (both
local GAAP and IFRS). Changes are identified, and the impact on the Belgacom financial reporting is proactively analysed.

For every new type of transactioa.§. new product, new employee benefit, business combination), an in depth analysis from a
financial reporting, risk management, treasury and tax point of view is performed. In addition, the development requirement
for the financial systems are timely gefd and compliance with internal and external standards is systematically analysed.
Emphasis is on the development of preventive controls and setting up reporting tools that enable posteriori controls.

On a regular base, the Audit and Compliance Commi#&CC) is informed about new upcoming financial reporting
standards and their potential impact on the Belgacom Group financials.

Changes in tax law and regulations:

Changes in tax laws and regulations (corporate income tax, VAT...) or in their application by the tax authorities could
significantly impact the financial statements. To ensure compliance, it is often required to set up, in a short timeframe
additional adhinistrative processes to collect relevant information or to implement updates to existing IT systems (e.g. billing
systems).

The tax department continuously follows potential changes in tax law and regulations as well as interpretations ofexisting t
laws by the tax authorities. Based on laws, doctrine, case law and political statements as well as draft laws avaélable etc.,
impact analysis is made from a financial perspective as well as from an operational point of view.

Financial statement closingprocess:

The delivery of timely and reliable financial statements remains dependent from an adequate financial statement closir
process.

Clear roles and responsibilities in the closing process of the group financial statements have been definglde Inoitgly,
quarterly, halyearly and annual financial statement closing processes, there is a continuous monitoring on the different step:
In addition, different controls are performed to ensure quality and compliance with internal and externahesdsieand
guidelines.
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For Belgacom and its major affiliates, a very detailed closing calendar is established, which includes in dediiisiored
preparatory meetings, deadlines for ending of specific processes, exact date and hours whesysfErssbare locked,
validation meetings and reporting deliverables.

For every process and spbocess, different controls are performed, including preventive controls, where information is tested
before being processed, as well as detective controls, wieereutcome of the processing is being analysed and confirmed.
Specific attention is given to reasonableness tests, where financial information is being analysed by more underlyin
operational drivers, and coherence tests, where financial information fifeneit areas is brought together to confirm results

or trends, ete Tests on individual accounting entries are performed for material ereoomrent transactions and on a sample
basis for others. The combination of all these tests provides suffisigummaace on the reliability of the financials.

Internal control system

The Belgacom Board of Directors is responsible for the assessment of the effectiveness of the systems for internal control a
risk management.

Belgacom has set up an internal control system based on the COSO model, i.e. the integrated internal control and enterpi
risk management framework published by the Committee of Sponsoring Organisation of the Treadway Commissior
(ACOSO00) . T h i dologZ ©® H&3ed e five areas: the control environment, risk analysis, control activities,
information & communication and monitoring.

Bel gacomés internal control system is characterizetal by
sufficient resources and expertise, and also appropriate information systems, procedures and practices. Obviously, Belgac
cannot guarantee that this internal control will be sufficient in all circumstances as risks of misuse of assets orantsstatem
can never be totally eliminated. However, Belgacom organizes a continuous review aneufotddwall the components of its
internal controls and risk management systems to ensure they remain adequate.

Belgacom considers the timely delivery to allifiiernal and external stakeholders of complete, reliable and relevant financial
information in conformity with International Financial Reporting Standards (IFRS) and with other additional Belgian
disclosure requirements as an essential element of managamergovernance. Therefore, Belgacom has organized its
internal control and risk management systems over its financial reporting in order to ensure this objective is met.

Control environment

1.1 Organization of internal control

In accordance with the bylaws, Belgacom has an Audit and Compliance Committee (A&CC), which consists of-five non
executive Directors, the majority of whom must be independent. In line with its charter, it is chaired by an independen
Director.

The membes of the A&CC have sufficient expertise in financial matters to discharge their functions. Its Chairman, Mr. Pierre
Al ain De Smedt, is competent in accounting and auditin
occupied during hisareer several functions as CFO, CEO and COO. Amongst hiexemutive functions he is also member

of the Audit Committee of Avis Europe.

The A&CCbds role is to assist and advise the Boass,(ithef Di
efficiency of the systems for internal control and risk
and its efficiency, (iv) the quality, integrity and legal control of the statutory and the consolidated finanemakstatof
Belgacom, including the follow up of questions and recommendations made by the auditors, (v) the relationship with the
Groupbs auditors and the assessment and monitoring of t
legalamd regul atory requirements, (vii) the compliance witdt
Dealing Code.

The A&CC meets at least once every quarter.

1.2 Ethics

The Board of Directors has approved a Corporate Gover na
businesso. Al l empl oyees must perform their daily acti\
standards andrinciples, using the Group values (Respect, Can do and Passion) as guiding principle.
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The Code fiThe way we do r es p o nvaviv.belgaconbcorssets autstre @hovaantionedlh i <
principles,and aims to inspire each employee in his or her daily behaviour and attitudes. The ethical behaviour is not limited t«
the text of the Code. The Code is a summary of the main principles and is thus not exhaustive.

In addition, Belgacom in general and ffi@ance department in particular have a tradition of a high importance to compliance
and a strict adherence to a timely and qualitatively reporting.

1.3 Policies and procedures

The principles and the rules in the Code fAThe way we do
policies and procedures. These Group policies and procedures are available on the BelgacomitietcaExtry policy has an
owner, who regularly reviews and updates if necessary. Periodically, and at moment of an update, an appropria
communication is organized.

In the financial reporting domain, general and more detailed accounting principles, guidelines and instrucionmareed
in the accounting manuals and other reference material available on the Belgacom-sittanét addition, the Corporate
Accounting department regularly organizes internal accounting seminars to update finance-famhoerstaff on accouinig
policies and procedures.

1.4 Roles & responsibilities

Bel gacomds internal control system benefits from tae fad
clearly defined. Every business unit, division and departmentthassion, mission and responsibilities, while on individual
level everybody has a clear job description and objectives.

The main role of the Finance Division is to support the divisions and affiliates by providing accurate, reliable and timely
financial information for decision making, to monitor the business profitability and to manage effectively corporate financial
services. The establishment of the external financial reporting falls under the responsibility of the Corporate Accounting
department.

Theteam of the Corporate Accounting department assumes this accounting responsibility for the mother company Belgaco
and the major Belgian companies. They also provide the support to the other affiliates. For this centralized support, th
organization is stictured according to the major (financial) processes. These major processes include capital expenditures ar
assets, inventories, contracts in progress & revenue recognition, financial accounting, operational expenditures, &rovisions
litigations, payrdl postemployment benefits and taxes. This centralized support organized around specific processes an
IFRS standards allows for in depth accounting expertise and ensures compliance with group guidelines.

The consolidation of all different legal ent#iénto the Consolidated Financial Statements of the Belgacom Group is realized
centrally. The Consolidation department defines and distributes information relating to the implementation of accounting
standards, procedures, principles and rules. It alsatomserchanges in regulations to ensure that the financial statements
continue to be prepared in accordance with IFRS, as adopted by the European Union. The monthly instructions fc
consolidation set forth not only the schedules for preparing accountimgnition for reporting purposes, but also includes
detailed deadlines and items requiring particular attention, such as complex issues or new internal guidelines.

1.5 Skills & expertise

Adequate staffing is a matter to which Belgacom pays caagfieshtion. This requires not only sufficient headcount, but also
the adequate skills and expertise. These requirements are taken into account in the hiring process, and subsequently in
coaching and formation activities, facilitated and organized béhgacom Corporate University.

For financial reporting purposes, a specific formation cycle was put in place, whereby junior as well as senior staff have t
participate mandatory. These internally and externally organized accounting seminars covely niétR8n but local
accounting rules & regulations, Tax and Company law & regulations as well. In addition, the knowledge and expertise is als
kept up to date and extended for more specific domains for which staff is responsible (revenue assurance, pensi
administration, financial products, etc.) through attendance to seminars astudglf Furthermore, employees also attend
general formations session on Belgacom new business products & services.

Risk analysis

Major risks and uncertaintesaree port ed i n the caption O6Ri sk Management 6.
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3.

Risk mitigating factors and control measures

Belgacom mitigating response strategies depend on the nature of the risk and may often combine various actions, includii
i nsurance, i ncr eas ted, credd scdrimg, 8sk &bidarics or activie aidk imhnagement through people,
processes and systems.

The cost of risk mitigation is considered in determining response strategies. Certain risks are consciously accepted based
their potential limited impct on the Belgacom organization and/or their low level of materiality. Risks such as political,
economic, regulatory are beyond Belgacom control and mitigation is limited to responsive actions to limit their impact.
Mitigating factors and control measues e r eported in the caption O6Ri sk Manag:

. Information and communication

4.1 Financial reporting IT systems

The accounting records of Belgacom and most of its affiliates are kept on large integrated IT systems. Operational process
are oftenintegrated in the same system (e.g. supply chain management, payroll). For the billing systems, which are nc
integrated, adequate interfaces and a monitoring system have been developed. For the consolidation purposes, a spet
consolidation tool is used

The organizational setp and access management are designed to support an adequate segregation of duties, preve
unauthorized access to the sensitive information and prevent unauthorized changes-uphef b system is regularly
subject to the ndew by the internal audit department or external auditors.

4.2 Effective Internal communication

Most of the accounting records today are kept under IFRS as well as local GAAP. In general, financial information deliverec
to management and used for budlygt forecasting and controlling activities is established under IFRS. A common financial
language used throughout the organization positively contributes to an effective and efficient communication.

4.3 Reporting and validation of the financial results

The financial results are internally reported and validated on different levels. On the level of processes, there e validat
meetings with the business process owners. On the level of the major affiliates, a validation meeting is organized with th
acounting and controlling responsible. On Belgacom group level, the consolidated results are split per segments. For eve
segment, the analysis and validation usually includes comparison with historical figures, as well aadiudbahnd forecast
actualanalysis. Validation requires (absences of) variances to be analyzed and satisfactorily explained.

Afterwards, the financial information is reported and explained to the Belgacom Management Committee (monthly) anc
presented to the A&CC (quarterly).

Supervision and assessment of internal control

The effectiveness and efficiency of the internal control are regularly assessed in different ways and by different parties:

1 Each owner is responsible for reviewing and improving its business activities on a regular basis: this includes a.o. th
process documentation, reporting on indicators and monitoring of those.

i In order to have an objective review and evaluation of theracti i es o f each organizati
I nternal Audit department conducts regular audits acrt

ensured via its direct reporting line to the Chairman of the A&CC. Audit assignmenfitssrped may have a specific
financial processes scope but will also assess the effectiveness and efficiency of the operations and the complian
towards the applicable laws or rules.

1 The A&CC reviews the quarterly interim reporting and the specific acomumethods. The main disputes and risks
facing the Group are considered; the recommendations of internal audit are fellpwée compliance within the
Group with the Code of Conduct and Dealing Code is regularly discussed.

1 Except for some very smalbffeign affiliates, all legal entities of the Belgacom Group are subject to an external audit.
In general, this audit includes an assessment of the internal control, and leads to an opinion on the statutory financie
and on the (haljearly and annual) fancials reported to Belgacom for consolidation. In case the external audit reveals
a weakness or identifies opportunities to further improve the internal control, recommendations are made tc
management. These recommendations, the related action plan@achéntation status are at least annually reported
to the A&CC.
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Other information

Rights, commitments and contingencies as of 31 December 2012

Disclosures related to rights, commitments and contingencies are reported in note 34 of the corfsmdidaiEdstatements.

Use of financial instruments

Disclosures related to the use of financial instruments are reported in note 32 of the consolidated financial statements.

Circumstances which may considerably impact the development of the Group

Circumstances which may considerably impact the development of the Group are reported in the Bésitidhanagement
andInternal Gontrol of this management report.

Research and development activities

In general, the research and development activities cauey 4teps in the adoption cycle of a technology or of a service based
on technology:

ll

1

Study of the technologybés potential: determination of
in the technology portfolio;

Introduction of thetechnology: as the technology is selected, an engineered solution is necessary for deployment
exploitation and dayo-day management;

Evolution of the technology: once deployed, the technology will continue to evolve in accordance with its potential and
market demand,;

The preparation of the introduction of new services.

In 2012, the research and development activities covered the following:

il

il

il

Study of the potential of new technologies:

o Further detailed studies on solutions to phase out traditteshhologies and to migrate to a fully IP based
network. More specifically the solutions for replacing PSTN and ISDN (Access Gateway, ISDN Access
Devices and alternatives) were investigated on their technical, economical and operational feasibility, and
preparations continued for the future introduction of IPv6 in the data network.

o Fibre to the Home (FTTH): technieeronomic studies have been further conducted and preparations have
started to deploy FTTH in gredield zonings.

o Investigation on viable soligins to optimize the data traffic handling on fixed networks, in order to ensure the
optimal Quality of Service.

o Belgacom has a continuous focus on the fAGreenodo a
actively participates in reducing our ownvironmental impact, as well as the impact of others. Several areas
are being investigated-(@escription, smart grids...)

Introduction of new technologies:

o The mobile technology of the next generatiodTE (Long Term Evolution) was further testeduring 2012
and commercially launched in November, providing customers the highest mobile download and upload
speeds.

o Belgacomand Alcatdlucent are developing in a partnership e
This solution allows for candelg out interference in a copper cable, and will allow to increase substantially
the dataspeed that can be offered.

Evolution of the technology in terms of improvement and existing services extension:

o Belgacom further improved and extended its portfolioCloudbased Services with laaS (Infrastructure as a
Service).

o Services from the Belgacom network are now expos
Programming Interfaces). This allows developers to integrate network seioel as SMSin their
applications.

o0 Belgacom TV services have been further enriched with personalisation features (personalised
recommendations) and more advanced search functions.

o Belgacom further improved its VDSL2 t ec litmbobdbapy wi
offering. With this solution, which was developedhouse , Belgacom can offer higher dataspeeds to its
customers.
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i The preparation of the introduction of new services:

0 Belgacom is one of the main participants in the fib@sed pilot nevork in Kortrijk, in which test users are
provided with highs peed access. This ALiving Labo enabl es
and services in a reéife environment with a representative number of test users. Also Belgacom has been
testing out some advanced services.

Belgacom collaborates with universities, industrial partners and several other bodies, such as iMinds (independent reseal
institutefounded by the Flemish government, I.W.T. (Agentschap voor Innovatie door Wetemrschi@ehnologie) and the
H.G.l. (Home Gateway Initiative Forum). Belgacom takes part in several User Committees for Strategic Research projects.

Treasury shares
Disclosures related to treasury shares are reported in note 16 of the consolidated fitetaniaints.

Capital management

The purpose of the Groupds capital management is to mai
liquidity at all times vidlexible access to capital markets, in order to be able to finangg@t projects and to offer an
attractive remuneration to shareholders. The latter was last updated by the Belgacom Board of Directors on 25 February 20:
Since then Belgacom has committed to return, in principle, most of its annual consolidatedowableffire financing
activities (or fAFree Cash Fl owodo), to its sharehol der s.
share buybacks, is being reviewed on an annual basis, in order to keep strategic financial flexibilityréogrianvth,
organically or via selective merger and acquisition projects, with a clear focus on value creation. This also inclushsgconfir
appropriate levels of distributable reserves.

Over the two periods pr esenbotranyothetdiutve Bstrumemd. di dndt | ssue

Post-balance sheet events
Disclosures related to pestlance sheet events are reported in notes 34 and 40 of the consolidated financial statements.

On behalf of the Board of Directors,
Brussels, February 28, 2013

Didier Bellens M. Moll
President & CEO Chairman of the Board of Directors a.i.
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