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This document comprises a prospectus (the “Prospectus”) for the purposes of article 3 of Directive
2003/71/EC of the European Parliament and of the Council of November 4, 2003 (and any amendments thereto,
including Directive 2010/73/EU of the European Parliament and of the Council of November 24, 2010, including
all relevant implementing measures to the extent implemented in the Member State of the EEA), including all
relevant implementing measures (the “Prospectus Directive”) and has in connection with the offering been
prepared in accordance with Chapter 5.1 of the Dutch Financial Supervision Act (Wet op het financieel toezicht)
(the “DFSA”) and the rules promulgated thereunder. The Prospectus will be made available to the public in
accordance with the DFSA and Romanian law.

This Prospectus has been prepared solely in connection with the proposed offer to (i) the public, in Romania
(the “Retail Tranche”), and (ii) certain institutional and professional investors (the “Institutional Tranche”)
(together, the “Offer”) of class B ordinary shares (the “Class B Shares” or “Offer Shares”) of Digi
Communications N.V. (the “Company”) and has been approved by and filed with the Netherlands Authority for
the Financial Markets (Stichting Autoriteit Financiéle Markten) (“AFM”) for purposes of the Offer and
admission to trading of all of the Offer Shares on the Regulated Spot Market of the Bucharest Stock Exchange
(“Admission”). The AFM will assume no responsibility as to the economic and financial soundness of the
transaction or the quality or solvency of the Company. The AFM will provide a notification of the approval
together with a copy of the approved Prospectus to the Romanian Financial Supervisory Authority (“FSA”) and
the European Securities Markets Authority in accordance with the DFSA. It is expected that Admission will
become effective, and that trading of the Offer Shares will commence on the Bucharest Stock Exchange on or
around May 16, 2017. No application is currently intended to be made for the Offer Shares to be admitted
to listing or dealt with on any other exchange. The rights attaching to the Offer Shares will be uniform in
all respects, but will have lower voting rights compared to class A ordinary shares of the Company (the
“Class A Shares”).

Prospective investors should read this Prospectus in its entirety. See “Risk Factors” in Part 1 for a
discussion of certain risks and other factors that should be considered prior to any investment in the Offer

Shares.
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Carpathian Cable Investments S.a.R.L., Celest Limited, ING Bank N.V., Yarden Mariuma, Dorina
Schelean, Nicusor Dorel Schelean, Sirian Radu-Traian and Zoltdn Teszari, who are selling Offer Shares as part of
the Offer (together, the “Selling Shareholders™), are collectively expected to offer up to 21,744,108 Offer Shares
so as to raise expected gross proceeds for the Selling Shareholders of up to RON1,218 million. The Company
will not receive any of the proceeds from the sale of the Offer Shares, all of which will be paid to the Selling
Shareholders.

The price at which each Offer Share is to be sold pursuant to the Offer (the “Offer Price”) and the number
of Offer Shares sold under the Offer (the “Share Offer Size”) will be jointly agreed by the Company and the
Selling Shareholders, in consultation with the Joint Global Co-ordinators, taking into account a number of
factors, including market conditions in effect at the time of the Offer, which may not be indicative of future
performance. It is currently expected that at the date of this Prospectus the Offer Price will be set between
RON38 and RONS56 per Offer Share (the “Price Range”) and that the Share Offer Size will be up to 21,744,108
Offer Shares (the “Maximum Share Offer Size”) (not including the Over-allotment Shares as defined below).
The Price Range is indicative. A number of factors will be considered in determining the Offer Price, the Share
Offer Size and the basis of allocation, including the level and nature of demand for the Offer Shares during the
bookbuilding process, the level of demand in the Retail Tranche, prevailing market conditions and the objective
of establishing an orderly after-market in the Offer Shares. Unless required to do so by law or regulation, the
Company does not envisage publishing a supplementary prospectus or an announcement triggering the right to
withdraw applications for Offer Shares on determination of the Offer Price or the Share Offer Size. If the Offer
Price is set within the Price Range and the Share Offer Size is set at or below the Maximum Share Offer Size, a
statement containing the Offer Price and confirming the Share Offer Size and related disclosures, including the
maximum number of Over-allotment Shares (as defined below), is expected to be published on or about May 10,
2017 (the “Pricing Statement”) through a press release and will be available on the Company’s website at
www.digi-communications.ro, on the website of the Bucharest Stock Exchange at www.bvb.ro and on the
websites of BRD—Groupe Société Générale S.A. at www.brdro, BT Capital Partners at
www.btcapitalpartners.ro and Raiffeisen Bank S.A. at www.raiffeisen.ro. The Pricing Statement will also be filed
with the AFM. Printed copies of the Pricing Statement will be made available at the registered office of the
Company.

The Offer under the Institutional Tranche will be made to (i) certain persons in the European Union who are
“qualified investors” within the meaning of Article 2(1)(e) of the Prospectus Directive and elsewhere outside the
United States in reliance on Regulation S under the U.S. Securities Act of 1933, as amended (the “Securities
Act”) (“Regulation S”) and (ii) in the United States, persons reasonably believed to be qualified institutional
buyers (“QIBs”), as defined in, and in reliance on, the exemption from the registration requirements of the
Securities Act provided in Rule 144A under the Securities Act (“Rule 144A”) or pursuant to another exemption
from, or in a transaction not subject to, the registration requirements of the Securities Act (the “Institutional
Investors™). The Offer under the Retail Tranche will be made to any individual or legal person, other than
Institutional Investors, in Romania (the “Retail Investors”).

Applications for the purchase of Offer Shares in the Retail Tranche can be made from April 28, 2017 to
May 10, 2017 (the “Offer Period”). Any change of the Price Range on the last day of the Offer Period will result
in the Offer Period being extended by at least two days on which the Romanian banking system and the trading
system of the BSE are open for business (each a “Business Day”); any change of the Price Range on the day
prior to the last day of the Offer Period will result in the Offer Period being extended by at least one Business
Day. In this case, if the Offer Period for Retail Investors would already have closed, this Offer Period for Retail
Investors would be reopened. Accordingly, all investors, including Retail Investors, will have at least two
Business Days to reconsider their subscriptions. Upon a change of the Maximum Share Offer Size, references to
Offer Shares in this Prospectus should be read as referring to the amended number of Offer Shares and references
to Over-allotment Shares should be read as referring to the amended number of Over-allotment Shares. Any such
change in the Maximum Share Offer Size and/or the Price Range will be announced in a press release that will
also be posted on the Company’s website.

In connection with the Offer, Raiffeisen Bank S.A. as stabilization agent on behalf of Deutsche Bank AG,
London Branch and Citigroup Global Markets Limited (the “Stabilizing Managers”) or their agent may (but will
be under no obligation to), to the extent permitted by applicable law, over-allot Offer Shares or effect other
stabilizing transactions with a view to supporting the market price of the Offer Shares at a higher level than that
which might otherwise prevail in the open market. The Stabilizing Managers and their agent are not required to
enter into such transactions and such transactions may be effected on the Bucharest Stock Exchange and may be
undertaken at any time during the period commencing on the date of the commencement of trading of the Offer



Shares on the Regulated Spot Market of the Bucharest Stock Exchange and ending no later than 30 calendar days
thereafter. However, there will be no obligation on the Stabilizing Managers or any of their agents to effect
stabilizing transactions and there is no assurance that stabilizing transactions will be undertaken. In no event will
measures be taken to stabilize the market price of the Offer Shares above the Offer Price. Such stabilization, if
commenced, may be discontinued at any time without prior notice. Except as required by law or regulation,
neither the Stabilizing Managers nor any of their agents intends to disclose the extent of any over-allotments
made and/or stabilizing transactions conducted in relation to the Offer.

In connection with the Offer, the Stabilizing Manager may, for stabilization purposes, over-allot Shares up
to a maximum of 10% of the total number of Offer Shares comprised in the Offer. For the purposes of allowing
the Stabilizing Managers or their agent to cover short positions resulting from any such over-allotments and/or
from sales of Offer Shares effected by it during the stabilizing period, it is expected that certain of the Selling
Shareholders, being Carpathian Cable Investments S.a.R.L. and Celest Limited (the “Over-allotment
Shareholders”) will grant the Underwriters the option to purchase, or procure purchasers for, up to 2,174,411
additional Offer Shares (the “Over-allotment Option”), pursuant to which the Underwriters may purchase or
procure purchasers for additional Offer Shares up to a maximum of 10% of the total number of Offer Shares
comprised in the Offer (the “Over-allotment Shares”) at the Offer Price. The Over-allotment Option will be
exercisable in whole or in part, upon notice by the Stabilizing Managers or their agent, at any time on or before
the 30th calendar day after the commencement of trading of the Offer Shares on the Regulated Spot Market of
the Bucharest Stock Exchange. Any Over-allotment Shares made available pursuant to the Over-allotment
Option will rank pari passu in all respects with the Offer Shares, including for all dividends and other
distributions declared, made or paid on the Offer Shares, will be purchased on the same terms and conditions as
the Offer Shares being issued or sold in the Offer and will form a single class for all purposes with the other
Offer Shares.

Each of Deutsche Bank AG, London Branch (“Deutsche Bank™), Citigroup Global Markets Limited
(“Citigroup”) (together with Deutsche Bank, the “Joint Global Co-ordinators”), Raiffeisen Bank S.A.
(“Raiffeisen Bank”), Société Générale S.A. (“Société Générale”) / BRD—Groupe Société Générale S.A.
(“BRD”), WOOD & Company Financial Services, a.s. (“WOOD & Company”) and BT Capital Partners S.A.
(“BTCP”), which is also acting as lead manager (collectively with the Joint Global Co-ordinators, the
“Underwriters”) is acting exclusively for the Company and the Selling Shareholders and no one else in
connection with the Offer. None of the Underwriters will regard any other person (whether or not a recipient of
this Prospectus) as a client in relation to the Offer and will not be responsible to anyone other than the Company
and the Selling Shareholders for providing the protections afforded to their respective clients or for the giving of
advice in relation to the Offer or any transaction, matter, or arrangement referred to in this Prospectus. Apart
from the responsibilities and liabilities, if any, which may be imposed on the Underwriters by the DFSA or the
regulatory regime established thereunder or under the regulatory regime of any jurisdiction where exclusion of
liability under the relevant regulatory regime would be illegal, void or unenforceable, none of the Underwriters
nor any of their respective affiliates accepts any responsibility whatsoever for the contents of this Prospectus
including its accuracy, completeness and verification or for any other statement made or purported to be made by
it, or on its behalf, in connection with the Company, the Offer Shares or the Offer. Each of the Underwriters and
each of their respective affiliates accordingly disclaim, to the fullest extent permitted by applicable law, all and
any liability whether arising in tort, contract or otherwise (save as referred to above) which they might otherwise
be found to have in respect of this Prospectus or any such statement. No representation or warranty, express or
implied, is made by any of the Underwriters or any of their respective affiliates as to the accuracy, completeness,
verification or sufficiency of the information set out in this Prospectus, and nothing in this Prospectus will be
relied upon as a promise or representation in this respect, whether or not to the past or future.

This Prospectus does not constitute or form part of any offer or invitation to sell or issue, or any solicitation
of any offer to purchase, any securities other than the securities to which it relates or any offer or invitation to sell
or issue, or any solicitation of any offer to purchase, such securities by any person in any circumstances in which
such offer or solicitation is unlawful.

Notice to overseas investors

The Offer Shares have not been, and will not be, registered under the U.S. Securities Act of 1933, as
amended (the “Securities Act”). The Offer Shares offered by this Prospectus may not be offered or sold in the
United States, except to qualified institutional buyers (“QIBs”), as defined in, and in reliance on, the exemption
from the registration requirements of the Securities Act provided in Rule 144A under the Securities Act
(“Rule 144A”) or another exemption from, or in a transaction not subject to, the registration requirements of the
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Securities Act. Prospective investors are hereby notified that the sellers of the Offer Shares may be relying on the
exemption from the provisions of section 5 of the Securities Act provided by Rule 144A. No actions have been
taken to allow a public offering of the Offer Shares under the applicable securities laws of any jurisdiction,
including Australia, Canada or Japan. Subject to certain exceptions, the Offer Shares may not be offered or sold
in any jurisdiction, or to or for the account or benefit of any national, resident or citizen of any jurisdiction,
including Australia, Canada or Japan. This Prospectus does not constitute an offer of, or the solicitation of an
offer to purchase any of the Offer Shares to any person in any jurisdiction to whom it is unlawful to make such
offer or solicitation in such jurisdiction.

The Offer Shares have not been and will not be registered under the applicable securities laws of Australia,
Canada or Japan. Subject to certain exceptions, the Offer Shares may not be offered or sold in any jurisdiction, or
to or for the account or benefit of any national, resident or citizen in Australia, Canada or Japan. The Offer
Shares have not been recommended by any U.S. federal or state securities commission or regulatory authority.
Furthermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of this
Prospectus. Any representation to the contrary is a criminal offense in the United States.

The distribution of this Prospectus and the offer and sale of the Offer Shares in certain jurisdictions may be
restricted by law. No action has been or will be taken by the Company, the Selling Shareholders or the
Underwriters to permit a public offering of the Offer Shares under the applicable securities laws of any
jurisdiction. Other than in Romania, no action has been taken or will be taken to permit the possession or
distribution of this Prospectus (or any other offering or publicity materials relating to the Offer Shares) in any
jurisdiction where action for that purpose may be required or where doing so is restricted by law. Accordingly,
neither this Prospectus, nor any advertisement, nor any other offering material may be distributed or published in
any jurisdiction except under circumstances that will result in compliance with any applicable laws and
regulations. Persons into whose possession this Prospectus comes should inform themselves about and observe
any such restrictions. Any failure to comply with such restrictions may constitute a violation of the securities
laws of any such jurisdiction.

Notice to investors in Romania

This prospectus has not been approved by the FSA or any other competent Romanian authority. For the
purpose of the Offer in Romania, the Company requested the AFM to notify the FSA of the AFM’s approval of
the Prospectus in accordance with the European passport mechanism provided for by the Prospectus Directive.
The notification to the FSA does not imply any judgment by the FSA on the merits or quality of the Offer Shares
or the Offer.

This Prospectus may only be distributed to the public and the Offer Shares may only be offered for sale or
purchase in Romania in compliance with the Law on Issuers of Financial Instruments No. 24/2017, Capital
Markets Law No. 297/2004 (as amended), Regulation 1/2006 on issuers and operations with securities (as
amended), Regulation (EC) No 809/2004 of 29 April 2004 implementing Directive No. 2003/71/EC with respect
to information contained in prospectuses as well as the format, incorporation by reference and publication of
such prospectuses and the dissemination of advertisements, and other applicable mandatory provisions of law.

Available information

For so long as any of the Offer Shares are in issue and are “restricted securities” within the meaning of
Rule 144(a)(3) under the Securities Act, the Company has agreed that it will, during any period in which it is not
subject to section 13 or 15(d) under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange
Act”), nor exempt from reporting under the Exchange Act pursuant to Rule 12g3-2(b) thereunder, make available
to any holder or beneficial owner of a Share, or to any prospective purchaser of a Share designated by such
holder or beneficial owner, the information specified in, and meeting the requirements of, Rule 144A(d)(4) under
the Securities Act.

Withdrawals

In the event that the Company is required to publish a supplementary prospectus, investors who have
applied to purchase Offer Shares in the Offer will have at least two clear Business Days following the publication
of the supplementary prospectus within which they may withdraw their offer to acquire Offer Shares in the Offer.

If the application is not withdrawn within the stipulated period, any offer to apply for Offer Shares in the
Offer will remain valid and binding. Institutional Investors wishing to exercise a statutory right to withdraw their
offer to purchase Offer Shares in the Offer must do so by lodging a written notice of withdrawal via e-mail, fax
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or other means of communications (during normal business hours only) to any of the Joint Global Co-ordinators
or the Joint Bookrunners so as to be received no later than two Business Days after the date on which the
supplementary prospectus is published (or such later date as may be specified in that supplementary prospectus).
Notice of withdrawal given by any other means or which is deposited with or received after the expiry of such
period will not constitute a valid withdrawal. Retail Investors who have applied for Offer Shares via BRD,
Raiffeisen Bank, BTCP, Banca Transilvania or any intermediaries (other than the Underwriters), which are
investment companies or credit institutions qualified as participants to the trading system of the Bucharest Stock
Exchange and which (i) have signed an irrevocable and unconditional undertaking to observe the provisions of
this Prospectus and the applicable law, in the form made available by the Underwriters (the “Engagement
Letter”) and (ii) have transmitted such Engagement Letter to BRD (“Eligible Participants”), who wish to
withdraw an application following publication of a supplementary prospectus (as described above) may do so by
submitting a revocation form to BRD, Raiffeisen Bank, BTCP, Banca Transilvania or Eligible Participant, as the
case may be, through whom the application was made. Such form must be received by BRD, Raiffeisen Bank,
BTCP, Banca Transilvania or Eligible Participant no later than two Business Days after the date on which the
supplementary prospectus is published (or such later date as may be specified in that supplementary prospectus).

If the Offer Price Range is changed, Retail Investors would have a statutory right to withdraw their
subscriptions for Offer Shares, but (i) if the subscription for Offer Shares is not withdrawn within the stipulated
period or (ii) if payment evidence (see paragraph 5.2 of “Part 12—Details of the Offer”) is not provided by the
relevant Retail Investors within the stipulated withdrawal period to the Underwriter through which the
subscription has been made then any subscription for Offer Shares in the Offer will remain valid and binding. It
will remain valid and binding for the number of Offer Shares equal to the nearest natural number, rounding
down, resulting from the sum certified through the payment evidence divided by the Offer Price (if the Offer
Price is higher than higher end of the initial Price Range). The payment evidence in (ii) above must provide for
the difference between the product of the subscribed Offer Shares multiplied by the higher end of the changed
Price Range and the product of the subscribed Offer Shares multiplied by the higher end of the initial Price
Range.
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SUMMARY

Summaries are made up of disclosure requirements known as “Elements.” These Elements are numbered in
Sections A-E (A.1 — E.7).

This summary contains all the Elements required to be included in a summary for this type of security and issuer.
Because some Elements are not required to be addressed, there may be gaps in the numbering sequence of the
Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of “not applicable.”

SECTION A—INTRODUCTION AND WARNINGS

A.l Warning This summary should be read as an introduction to the prospectus.
Any decision to invest in the securities should be based on consideration of
the prospectus as a whole by the investor. Where a claim relating to the
information contained in the prospectus is brought before a court, the
plaintiff investor might, under the national legislation of the Member States,
have to bear the costs of translating the prospectus before the legal
proceedings are initiated.
Civil liability attaches only to those persons who have tabled the summary
including any translation thereof, and applied its notification, but only if the
summary is misleading, inaccurate or inconsistent when read together with
the other parts of the prospectus or it does not provide, when read together
with the other parts of the prospectus, key information in order to aid
investors when considering whether to invest in such securities.
A2 Applications for the | Not applicable.
purchase of Offer
Shares through
financial
intermediaries
SECTION B—COMPANY
B.1 Legal and | Digi Communications N.V. (the “Company”’)
commercial name
B.2 Domicile, legal form | The Company is a public company with limited liability (naamloze
and tax residency vennootschap) incorporated under the laws of the Netherlands on March 29,
2000 and is the controlling shareholder of RCS & RDS S.A. (“RCS &
RDS”). The Company is registered with the Dutch Chamber of Commerce
under number 34132532. The Company’s statutory seat (statutaire zetel) is
in Amsterdam, the Netherlands, and its registered address is at
75 Dr. Staicovici street, Forum 2000 building, Phase I, fourth floor,
Sth district, Bucharest, Romania. The Company is a Romanian tax resident.
B.3 Current operations | We are a leading provider of telecommunication services in Romania and
and principal | Hungary based on number of revenue generating units (“RGUs”). Our
activities offerings in both countries include cable and DTH television services, fixed

internet and data and fixed-line telephony. Our fixed telecommunication and
entertainment services are offered through our technologically advanced
fiber optic network, covering approximately 62% and 24% of households in
Romania and Hungary, respectively, and both countries are entirely within
the footprint of our DTH signal. Our cable and DTH television subscribers




enjoy access to custom-made channels and pay-to-view services, which carry
premium movies and sports content, as well as various third-party products.
We also operate the fastest growing, in terms of RGUs (Sources: Group and
peer reports, Romanian National Authority for Administration and
Regulations in Communications (“ANCOM”)), and one of the most
technologically advanced mobile networks in Romania, which shares the
backbone of our fixed fiber optic infrastructure. In addition, we provide
mobile telecommunication services as an MVNO to the large Romanian
communities in Spain and Italy.

For the year ended December 31, 2016 our Romanian operations accounted
for €612.7 million, or 72.7%, of our total revenue; our Hungarian operations
accounted for €137.9 million, or 16.4%, of our total revenue; our Spanish
operations accounted for €83.0 million, or 9.9%, of our total revenue; and
our [talian operations accounted for €9.2 million, or 1.1%, of our total
revenue. Although in the past we had operations in other Eastern European
countries, all such operations were disposed of in 2013 and 2015. Apart from
our targeted MVNO operations in Spain and Italy, we currently focus
exclusively on our core markets. As a result, the combination of our fixed
network, satellite and mobile capabilities in Romania and Hungary and our
deep local expertise makes us a European leader in geographically focused
telecommunication solutions.

We have grown mainly organically from approximately 0.7 million RGUs at
December 31, 2002 to approximately 12.4 million RGUs as at December 31,
2016, during which period we have developed from a cable TV provider to a
provider of multiple-play services, including cable TV, fixed internet and
data, mobile telecommunication services, fixed-line telephony and DTH
television services. At December 31, 2016, we had a total of approximately
12.4 million RGUs, of which approximately 3.3 million were cable TV
RGUs, approximately 2.5 million were fixed internet and data RGUs,
approximately 3.9 million were mobile telecommunication services RGUs,
approximately 1.7 million were fixed-line telephony RGUs and
approximately 0.9 million were DTH RGUs.

We have consistently generated strong revenue streams. We generated
€661.6 million, €750.1 million and €842.8 million of revenue in the years
ended December 31, 2014, 2015 and 2016, respectively, representing a
compound annual growth rate (“CAGR”) for continuing operations of 14%
from 2014 to 2016. In recent years we invested heavily in the development of
our mobile business in Romania. Therefore, our Adjusted earnings before
interest, tax, depreciation and amortization (“EBITDA”) and Adjusted
EBITDA margins for continuing operations remained relatively stable from
€226.9 million and 35.0%, respectively, for the year ended
December 31, 2014 to €237.5 million and 31.8%, respectively, for the year
ended December 31, 2015. We have reported an Adjusted EBITDA and
Adjusted EBITDA margins for continuing operations of €263.3 million and
31.2%, respectively, for the year ended December 31, 2016, representing a
CAGR for continuing operations of 8% from 2014 to 2016.

We offer five principal types of service:

e Cable TV is our original line of business. As at December 31, 2016, we
had approximately 2.9 million Romanian RGUs and approximately
473,000 Hungarian RGUs for cable TV services. Cable TV services
accounted for 25.7% of our revenue in the year ended December 31,
2016. As at December 31, 2016, our cable TV services, together with
our DTH services, had a share of approximately 49.0% and
approximately 25.1% in the Romanian and Hungarian pay TV markets,




respectively (Sources: Group and peer reports, ANCOM, Hungarian
National Media and Infocommunications Authority (“NMIAH”)).

e  Our fixed internet and data services are primarily offered through our
FTTB/FTTH networks using GPON or comparable technology in
Romania and Hungary. As at December 31, 2016, we had approximately
2.1 million fixed internet and data RGUs in Romania and approximately
428,000 RGUs in Hungary. Fixed internet and data services accounted
for 23.9% of our revenue in the year ended December 31, 2016. As at
December 31, 2016, our fixed internet and data services had a market
share of approximately 48.6% and approximately 15.8% in Romania and
Hungary, respectively (Sources: Group and peer reports, ANCOM,
NMIAH).

e  We provide mobile telecommunication services using our 3G and 4G
networks in Romania, and as an MVNO targeted at the Romanian
communities in Spain and Italy. As at December 31, 2016, we had
approximately 3.2 million mobile telecommunication services RGUs in
Romania, approximately 14,000 RGUs in Hungary (where we offer
mobile internet and data services as a reseller through Telenor’s
network), approximately 609,000 RGUs in Spain and approximately
86,000 RGUs in Italy. Mobile telecommunication services accounted for
25.5% of our revenue in the year ended December 31, 2016. As at
December 31, 2016, our mobile telecommunication services had a
market share of approximately 11.6% in Romania and relatively small
shares in the Hungarian, Spanish and Italian markets (Sources: Group
and peer reports, ANCOM).

o  We offer fixed-line telephony services through our networks in Romania
and Hungary. As at December 31, 2016, we had approximately
1.3 million Romanian fixed-line telephony RGUs and approximately
353,000 Hungarian fixed-line telephony RGUs. Fixed-line telephony
services accounted for 3.8% of our revenue in the year ended
December 31, 2016. As at December 31, 2016, our fixed-line telephony
services had a market share of approximately 31.7% and approximately
11.6% in Romania and Hungary, respectively (Sources: Group and peer
reports, ANCOM, NMIAH).

e Our DTH satellite television services are offered in Romania and
Hungary. As at December 31, 2016, we had approximately 641,000
DTH RGUs in Romania and approximately 307,000 DTH RGUs in
Hungary. DTH services accounted for 8.3% of our revenue in the year
ended December 31, 2016.

B.4a

Significant recent
trends affecting the
Group  and  the
industry in which it
operates

The Company is a leading provider of telecommunication services in
Romania and Hungary based on number of RGUs. The Company’s offerings
in both countries include cable TV, fixed internet and data, mobile
telecommunication services, fixed-line telephony and DTH satellite
television. In addition, the Company provides mobile telecommunication
services as an MVNO to the large Romanian communities in Spain and Italy.

The Romanian retail telecommunication services market was valued at
approximately €2.5 billion as at December 31, 2015 (€3.2 billion including
wholesale). As at December 31, 2015, retail mobile telecommunication
services comprised the largest segment by value, accounting for
approximately €1.4 billion. The Hungarian telecommunication services
market generated revenue of €2.9 billion in the year ended December 31,
2015. As at December 31, 2015 mobile telecommunication services
represented the largest share, accounting for €1.3 billion, or 46.8% of total
revenue.




Spain has one of the largest mobile markets in Europe. The total number of
subscribers as at December 31, 2016 was 51.2 million, with 75.7%
subscribing on a post-paid basis. In Western Europe, Italy’s mobile user base
was the second largest behind Germany, with 98.2 million active mobile
subscriptions as at December 31, 2016.

The fundamental trends affecting the Group and the industry in which it
operates include:

Rise of multiple-play: In recent years, the telecommunications industry
has experienced a significant increase in customer demand for multiple-
play offerings, which combine two or more fixed and mobile services in
one package. As a result, it is becoming increasingly common in
Romania and elsewhere in the EU for operators to provide their services
as multiple-play bundles, where consumers subscribe for two or more
services. In order to incentivize customer acquisitions and retention,
individual services are often offered at a discount in such multiple-play
bundles. The number of active subscribers consuming two or more
services in Romania increased at a CAGR of 8.0% in the period between
January 1, 2013 and December 31, 2015 and reached 4.9 million as at
June 30, 2016 (exclusive of certain mobile telephony and data bundled
offerings). All but one of the Company’s principal competitors in
Romania offer multiple-play packages, which combine two or more
fixed and/or mobile telecommunication/entertainment services.

Transitioning TV consumption in Romania: Compared to other
European countries, the Romanian population spends the most time
watching TV as of 2014. The Romanian cable TV market has been in
transition from the analog platform to the digital platform since 2007.
There were approximately 2.0 million digital cable TV subscribers as at
June 30, 2016 compared to approximately 60,000 digital cable TV
subscribers as at December 31, 2007. However, the proportion of digital
cable TV subscribers out of the total number of cable TV subscribers in
Romania remained relatively low at 42.7% as at June 30, 2016
(compared to 61.2% average across Europe).

Growing consumer bases: The Romanian and Hungarian economies
have been experiencing strong positive developments in recent years,
outperforming the EU’s overall GDP growth rate, and their respective
telecommunication services markets have been growing steadily.
Further, the Romanian populations in Spain and Italy formed the largest
group of foreigners in each country, at approximately 993,909 and
approximately 1.2 million in Spain (as at June 30, 2016) and Italy (as at
December 31, 2015), respectively.

Regulatory responses to global economic climate: A negative effect of
the most recent global downturn was the introduction of a number of
distress taxes and other governmental measures aimed at curtailing the
economic turmoil and compensating for the decrease in revenue to state
budgets in the jurisdictions where the Company operates. In Romania, a
series of special taxes were introduced in 2014, of which only the tax on
special construction assets (including telecommunication networks) was
in effect in 2016 at the rate of 1% of gross book value of relevant assets.
Although this tax was discontinued in January 2017, it has affected
financials for the year ended December 31, 2016. In Hungary, special
infrastructure, financial transactions, and certain other taxes applicable
to telecommunication service providers were introduced in 2012.
Further, in the future, governments may change their tax arrangements at
their discretion, such as the discontinuation of the special construction




tax in Romania discussed above and the decrease of the VAT chargeable
in Romania from 20% to 19% and in Hungary, for internet services only,
from 27% to 18%, which became effective from 2017.

B.5

Group structure

The Company is a holding company with no material direct business
operations, apart from the financing operations carried out for the benefit of
the Group. The principal assets of the Company are the equity interests it
directly or indirectly holds in its operating subsidiaries (together with the
Company, the “Group”).

B.6

Major shareholders

The Company’s principal shareholder, Zoltan Teszari (the ‘Principal
Shareholder”), directly and indirectly, beneficially owns 56.93% of the
Company and exercises control over 100% of the Company’s class A
ordinary shares (“Class A Shares”). The Principal Shareholder owns 2.97%
of the share capital of the Company through his direct holdings of Class A
Shares and Class B Shares and controls the rest of the Class A Shares
through his 87.1% share ownership of RCS Management, S.A. (“RCS
Management”).

The table below sets out the shareholders who hold, directly or indirectly,
3% or more of the Company’s issued Class A Shares and Class B Shares
(together, the “Shares”) and/or voting rights of the Company as at the date of
this Prospectus.

Interest immediately Interest immediately Voting

Shareholder prior to Admission following Admission® power®
ClassA ClassB  Class A Class B
Shares Shares Shares Shares
RCS Management® 62.0% - 62.0% - 91.2%*
Zoltan Teszari® 2.4% 0.5% 2.4% - 3.6%%
Carpathian Cable Investments
S.aR.L. — 20.6% - 1.7% 0.3%
(1) Assuming the Share Offer Size is set at the Maximum Share Offer Size and no exercise

of the Over-allotment Option. If the Over-allotment Option is exercised in full, the
Over-allotment Shareholders will sell a further 2,174,411 Offer Shares, representing
10% of the total Offer Shares comprised in the Offer.

2) Voting power is based on the Shares held by each Shareholder immediately after
Admission, assuming the Share Offer Size is set at the Maximum Share Offer Size and
no exercise of the Over-allotment Option, and is determined based on each
Shareholder’s voting rights from their Shares over the aggregate voting rights of the
Company’s outstanding Shares.

3) Zoltan Teszéari owns 87.1% of RCS Management when adjusted for holdings of treasury
shares.

4) Mr. Teszari and RCS Management hold additional control through being the sole
Class A Shareholders.

(5) Zoltan Teszari’s business address is 75 Dr. Staicovici street, Forum 2000 building,
Phase I, fourth floor, 5th district, Bucharest, Romania.




B.7

Historical financial
information

The selected financial information set out below has been extracted without
material adjustment from the audited consolidated financial statements of the
Group as at and for the years ended December 31, 2014, 2015 and 2016 (the
“Annual Financial Statements” or “Financial Statements”).

Consolidated statement of profit or loss

For the year ended December 31,

2014 2015 2016
(€ millions)

Consolidated profit or loss Revenue

Romania........... ... .. i, 471.1 541.8 6154
Hungary . ... ... 119.1 125.9 137.9
Spain .. ... 54.8 73.8 84.7
Other . ... ..ot 18.9M 11.4M 9.6
Eliminations of intersegment revenue . ........... 2.2) 2.7) 4.8)
Totalrevenue ............ ... ... . ... ..... 661.6 750.1 842.8
Gain/(loss) from sale of discontinued operations . . . 9.6 20.94 0.7)®
Total revenue, other income and gain/(loss) from

sale of discontinued operations ............. 671.2 771.0 842.1
Operating expenses
Romania............. ... ... ... (294.1) (362.2)®  (413.1)
Hungary ....... ... .. (72.3) (76.5) (86.5)
Spain ... (50.4) (62.8) (70.7)

Other ... .. . (16.2)©® (13.00©  (13.9)D
Eliminations of intersegment expenses ........... 2.2 2.7 4.8
Depreciation, amortization and impairment of

tangible and intangible assets ................ (192.1) (187.9) (176.4)®

Total operating expenses . .................... (622.9) (699.7) (755.8)

Other expenses ...........c.ooiiniuninnen... (1.0)® (7.0)®

Operating profit . . .......................... 48.4 70.3 79.3

Financeincome ............... ... ... ... ..... 0.8 9.9 45.3®

Finance expense ................c.ouiuiin.... (61.1) (70.8)  (101.5)

Net financecosts ........................... (60.3) (60.9) (56.2)

Profit (Loss) before taxation . . ................ (12.0) 9.5 23.1

Income tax (expense)/benefit .................. 5.1 5.4) (11.3)

Net profit/(loss) ............................ (6.8) 4.0 11.8

(1) Includes revenue from our operations in Italy and the Czech Republic.

2) Represents gains from sale of operations in Slovakia.

3) Represents gains/(losses) from sale of operations in Slovakia and the Czech Republic.

4) Represents an additional provision for expenses regarding the sale transaction of the
Czech subsidiary.

) As of December 31, 2016 we present unrealized mark-to-market results from fair value
assessment of energy trading contracts on a separate line: Other expenses. Comparative
information as of December 31, 2015 was restated accordingly. Prior to the restatement,
as of December 31, 2015 the unrealized mark-to-market loss of €1.0 million was
included in Operating expenses.

(6) Includes operating expenses for our operations in Italy and the Czech Republic and
certain minor operating expenses of the Company.

(7) Includes operating expenses for our operations in Italy and certain minor operating
expenses of the Company.

(8) Includes revaluation deficit in amount of €6.3 million from revaluation of land and
buildings and CPE as at December 31, 2016.

) As of December 31, 2016 available-for-sale instruments were derecognized and the fair

value gain was reclassified from equity to Profit or loss statement, included in Finance
income.




Consolidated statement of financial position

Consolidated financial position
Assets
Non-current assets

Property, plant and equipment . . .......... ... ... ....
Intangible assets . . ....... ... .. .. L oo
Available for sale financial assets ...................
Investments in associates . ... .............o.uuinn ..
Long term receivables .............. ... ... ... .....
Deferred tax assets . ...t .

Total non-current assets .........................

Current assets

Inventories . .......... ...t
Programassets ........ ... ... . . i L
Trade and other receivables ... .....................
Income tax receivables ...........................
Other assets . ..........uiriitintin i
Derivative financial assets ... ......................
Cash and cash equivalents .........................

Total currentassets .............................

Totalassets ............ ... .. ... ... ... i,

Equity and liabilities
Equity

Share capital ......... ... .. .. .. i
Share premium . .. ..ot
Treasury shares ..............c.. oo,
Reserves ..... ..o
Retained earnings ............. .. ... .. ...

Equity attributable to equity holders of the parent . ...
Non-controlling interest . . .. .......... ... ...

Totalequity ........... ... ... .. ... ... .. ...

Non-current liabilities

Interest-bearing loans and borrowings, including bonds . . .
Deferred tax liabilities ............................
Other long term liabilities .........................

Total non-current liabilities ......................

Current liabilities

Trade and other payables .. ........................
Interest-bearing loans and borrowings ...............
Income tax payable .............. ... .. .. .. ...
Derivative financial liabilities ......................
Deferredrevenue ............... ... . ... ... . ...

Total current liabilities ..........................

Total liabilities .................................

Total equity and liabilities .......................

As at December 31,

2014

2015

2016

(€ millions)

643.1 6747 826.0
199.7  205.1 206.8
41.3 434 -
2.5 1.0 1.0
6.7 59 39
2.9 4.0 3.1
896.3 934.0 1,040.8
22.8 13.2 18.6
16.8 29.5 30.3
109.9 82.5 109.0
1.5 0.2 2.8
9.9 8.2 6.3
— 9.9 17.0
543 49.7 14.6
2152 1933 198.6
1,111.5 1,127.3 1,239.5
0.1 0.1 0.1
8.2 8.2 8.2
(16.7) (16.7) (16.7)
45.3 31.6 9.1
68.3 71.5 40.5
105.1  100.7 41.2
22 22 1.4
107.3  102.8 42.6
652.7 6249 6655
28.2 27.0 34.8
10.6 7.6 46.1
691.5 659.5 7464
217.2  271.1  374.0
45.7 63.1 44.0
0.3 1.7 14
1.0 8.3 16.4
48.4 20.8 14.7
312.6 365.1 450.4
1,004.2 1,024.5 1,196.9
1,111.5 1,127.3 1,239.5




Consolidated statement of cash flows
For the year ended December 31,

2014 2015 2016
(€ millions)

Cash flow data
Cash flows from operations before working

capitalchanges . ................. ... ... ... 232.0 237.2 266.6
Cash flows from changes in working capital® .. ... 5.7) 4.2 (11.3)
Cash flows from operations .................. 226.3 241.5 255.3
Interestpaid . .......... .. i (46.7) (44.2) (44.0)
Incometaxpaid ........ ... .. ... ... ... 4.6) 5.1) (7.8)
Net cash flows from operating activities ........ 174.9 192.2 203.5
Net cash flows used in investing activities . . ... .. (204.4) (171.6) (216.0)
Net cash flows (used in)/from financing

activities ........... ... ... 33.6 (25.7) (21.8)
Net increase (decrease) in cash and cash

equivalents . .......... .o 4.1 5.1) (34.2)
Cash and cash equivalents at the beginning of the

VOAT . ettt et e e 50.2 54.3 49.7
Effect of exchange rate fluctuation on cash and cash

equivalentheld .......... ... .. ... .. ... ... (0.0) 0.5 0.8)
Cash and cash equivalents at the closing of the

VAT . oottt 54.3 49.7 14.6
(1) Cash flows from changes in working capital includes the sum of the (Increase)/decrease

in trade receivables and other assets, (Increase)/decrease in inventories, Increase/
(decrease) in trade payables and other current liabilities, Increase/(decrease) in deferred
revenue.

B.8 Pro forma financial | Not applicable.
information
B.9 Profit forecast Not applicable. There is no profit forecast or estimate.
B.10 | Qualifications in the | Not applicable. There are no qualifications to the independent auditors’
audit report on the | report on the historical financial information.
historical  financial
information
B.11 | Insufficient working | Not applicable. In the opinion of the Company, the Group has sufficient
capital working capital for its present requirements, that is for at least the next
12 months following the date of this Prospectus.
SECTION C—SECURITIES
C.1 Type and class of | The authorized share capital of the Company amounts to €11,000,000 (the

securities

“Authorized Share Capital”) and is divided into:

e 100,000,000 Class A Shares with a nominal value of €0.10 each in the
share capital of the Company; and

e 100,000,000 Class B Shares with a nominal value of €0.01 each in the
share capital of the Company.

The Offer Shares comprise Class B Shares.

The Company also has Class A Shares which are issued, but which are not
part of the Offer and which will not be admitted to trading on the Bucharest
Stock Exchange.




The issued share capital of the Company amounts to €6,918,042.52 divided
into:

e 05,756,028 Class A Shares with a nominal value of €0.10 each in the
share capital of the Company; and

e 34243972 Class B Shares with a nominal value of €0.01 each in the
share capital of the Company.

All Offer Shares are fully paid.

When admitted to trading on the Bucharest Stock Exchange, the Offer Shares
will be registered with the ISIN NL0012294474 and trade under the symbol
“DIGI.”

C2

Currency

The Offer Shares are denominated in euro and will be quoted on the
Bucharest Stock Exchange in Romanian lei.

C3

Issued Share Capital

At the date of this Prospectus, the issued share capital of the Company
consists of 65,756,028 Class A Shares with a nominal value of €0.10 each
(all of which were fully paid) as well as 34,243,972 Class B Shares with a
nominal value of €0.01 each (all of which were fully paid).

C4

Rights attaching to
the Offer Shares

Each Offer Share shall have the same rights, including in respect of voting
and dividend rights. The Offer Shares will have the same dividend rights as
the Class A Shares, but the Offer Shares will have lower voting rights
compared to the rights attached to the Class A Shares which will have 10
votes per share.

Each Offer Share confers the right to cast one vote for each eurocent of
nominal value (i.e., 1 vote per Offer Share). There are no restrictions on
voting rights. The Offer Shares will be equally eligible for any dividends
which the Company may declare on Offer Shares after completion of the
Offer.

C5

Restrictions on
transfer

There are no restrictions on the free transferability of the Offer Shares.

C.6

Admission

The Bucharest Stock Exchange has issued an approval in principle for the
Admission of the Offer Shares to trading on the Regulated Spot Market of
the Bucharest Stock Exchange. After the closing of the Offer, the Company
intends to apply to the Bucharest Stock Exchange for obtaining the final
approval for the Offer Shares to be admitted to trading on the International
tier of the Regulated Spot Market of the Bucharest Stock Exchange.

C.7

Dividend policy

The Company intends to retain earnings and reinvest cashflows to capitalize
on growth opportunities in its core markets.

The Company’s ability and intention to return capital to the holders of its
Shares (the “Shareholders”) in the future will depend on the Company’s
available investment opportunities, financial condition, results of operation,
undertakings to creditors and other factors that the board of directors (the
“Board” or the “Board of Directors””) may deem relevant. Returns of capital
to shareholders may be performed, at the discretion of the Company, through
dividends.




SECTION D—RISKS

D.1

Key information on
the key risks specific
to the Company, its
subsidiaries and their
industry

We face significant competition in all our markets and business lines,
which may encourage the movement of customers to our competitors
and thereby adversely affect our revenue and profitability. All our
principal competitors in our core Romanian market are part of much
larger international telecommunication groups, and may enjoy certain
competitive advantages, such as greater economies of scale, easier
access to financing and more comprehensive product offerings in certain
business lines.

The markets in which we operate are characterized by rapid and
significant changes in technology, customer demand and behavior, and
as a result are characterized by a changing competitive environment. The
cost of implementing investments to upgrade our network offerings
could be significant, and there is no assurance that customers will accept
these developments to the extent required to generate a rate of return that
is acceptable to us.

The expansion and operation of our fixed fiber and mobile networks, as
well as the costs of development, sales and marketing of our products
and services, requires substantial capital expenditure. In addition, our
working capital needs have substantially increased in recent years and
we may be required to limit our operations and expansion plans if, for
any reason, we are unable to obtain adequate funding to meet these
requirements.

Our success is closely tied to general economic developments in
Romania and Hungary and any negative developments may not be offset
by positive trends in other markets, potentially jeopardizing our growth
targets and adversely affecting our business, prospects, results of
operations and financial condition.

Since the 2008 global economic crisis, and further exacerbated by the
United Kingdom’s vote on June 23, 2016 to leave the European Union
(“EU”), concerns about the potential economic slowdown and recession
in Europe, the availability and cost of credit, diminished business and
consumer confidence, inflation and increased unemployment have
continued to contribute to increased market volatility and diminished
expectations for European and emerging economies, including
jurisdictions in which we operate.

The telecommunications and media sectors are under constant scrutiny
by national competition regulators in the countries in which we operate
and by the European Commission. We have been in the past, and may
continue to be, the subject of competition investigations and claims in
relation to our behavior in the markets of the jurisdictions where we
operate.

Our operations and properties are subject to regulation by various
government entities and agencies in connection with obtaining and
renewing various licenses, permits, approvals and authorizations, as well
as ongoing compliance with, among other things, telecommunications,
audiovisual, environmental, health and safety, labor, building and urban
planning, personal data protection and consumer protection laws,
regulations and standards. Any increase in governmental regulation of
our operations could increase our costs and could have a material
adverse impact on our business, prospects, results of operations and
financial condition.
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A suspension or termination of our licenses or other necessary
governmental authorizations could have a material adverse effect on our
business and results of operation. Additionally, we are not in full
compliance, and from time to time may not be in full compliance, with
applicable laws and regulations regarding permitting the construction of
various components of our network. We have experienced, and may
continue to experience, difficulties in obtaining some of these approvals
and permits.

Certain agreements we have entered into for the purposes of developing
our networks, including some of the agreements entered into with
electricity distribution companies and public authorities for the lease of
the majority of the poles that support our above-ground fixed fiber optic
networks, have been entered into with persons whose title to the leased
assets or authority and capacity to enter into such agreements were not
fully verifiable or clear at the time they entered into the agreement.
Additionally, certain agreements for the lease of poles from third parties
are and continue to be arranged on an undocumented basis, creating a
risk that they could be discontinued in the future. Termination or
cancellation of the agreements may result in additional costs for
re-execution of such agreements or for the implementation of an
alternative solution or, in the worst case, in a loss of business.

The telecommunications industry in the markets in which we operate is
characterized by the existence of a large number of patents and
trademarks. Objections to the registration of new trademarks by third
parties and claims based on allegations of patent and/or trademark
infringement or other violations of intellectual property rights are
common. We may also be subject to claims for defamation, negligence,
copyright or other legal claims relating to the programming content or
information that we broadcast through our network or publish on our
websites.

The economies of the countries where we operate are vulnerable to
market downturns and economic slowdowns elsewhere in the world. The
impact of global economic developments is often felt more strongly in
emerging markets such as Romania and Hungary than it is in more
mature markets.

The political environment in Romania and Hungary, our main countries
of operation, may experience significant political instability.

Our leverage and debt servicing obligations may require us to dedicate a
substantial portion of our cash flow from operations to payments on our
debt and increase our vulnerability to economic or business downturns.
Additionally, we may incur additional indebtedness in the future, which
would increase the consequences of such substantial leverage and debt
servicing obligations.

Our restrictive debt covenants limit our ability to incur or guarantee
additional indebtedness and could limit our ability to finance our future
operations and capital needs and our ability to pursue acquisitions and
other business activities that may be in our interest.

D3

Key information on
the key risks specific
to the Offer Shares

The Principal Shareholder will retain a significant interest in, and will
continue to exert substantial influence over, the Group immediately
following Admission, and this influence may be adverse to the interests
of other holders of Shares.
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e Holders of Class A Shares and Class B Shares have different voting
rights. Holders of Class A Shares will have more control over the
outcome of shareholder votes and decision-making, and this distribution
of voting rights and control may adversely affect the value of the Shares.

e There is no guarantee that the Offer Shares will be admitted to trading
on the Regulated Spot Market of the Bucharest Stock Exchange.

e The FSA is authorized to suspend securities from trading or to request
the regulated market where the securities are traded to do so, and any
suspension could affect our Shares’ trading price and would impair the
transfer of Shares.

SECTION E—OFFER

E.1

Net proceeds and
costs of the Offer

Through the sale of Offer Shares pursuant to the Offer, the Selling
Shareholders are expected to raise, in aggregate, RON1,218 million
(assuming that the Offer Price is set at the top of the range, the Share Offer
Size is set at the Maximum Share Offer Size and no exercise of the Over-
allotment Option) before taking into account fees and expenses. On that
basis, the aggregate underwriting commissions, expenses and amounts in
respect of stamp duty or stamp duty reserve tax (“SDRT”), if any, payable
by the Selling Shareholders in connection with the Offer are estimated to be
approximately RON41 million.

The fees and expenses to be borne by the Selling Shareholders in connection
with Admission, the AFM’s fees, professional fees and expenses and the
costs of printing and distribution of documents are estimated to amount to
approximately RON16,075,000 (the equivalent of approximately €3,550,000
(including VAT, where applicable)).

No expenses will be charged to investors in connection with Admission or
the Offer by the Company or the Selling Shareholders.

E.2a

Reasons for the Offer
and use of proceeds

The members of the board of directors (the “Directors” and the “Board of
Directors”) believe that the Offer will:

e further increase the Group’s profile, brand recognition and credibility
with its customers, suppliers and employees;

e assist in attracting, recruiting, retaining and incentivizing key
management and employees; and

e provide a realization, in whole or in part, of the investment in the Group
by certain of its existing shareholders.

No proceeds from the Offer will be received by the Company.

E.3

Terms and conditions
of the Offer

The Offer is structured as an offer of Offer Shares: (i) in Romania, to the
public; (ii) in the United States to certain QIBs as defined in, and in reliance
on, Rule 144A under the Securities Act or another exemption from, or
transaction not subject to, the registration requirements of the Securities Act;
and (iii) outside of Romania and the United States, by private placement to
certain investors, in offshore transactions in reliance on Regulation S under
the Securities Act.

The Offer consists of:

e the Institutional Tranche to be addressed to (i) certain Qualified
Investors in the European Union and elsewhere outside the United States
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in reliance on Regulation S and (ii) in the United States, only to persons
reasonably believed to be QIBs in reliance on Rule 144A or pursuant to
another exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act (the “Institutional
Investors™), which shall consist of an initial number of 18,482,492 Offer
Shares, representing 85% of the initial number of Offer Shares; and

e the Retail Tranche to be addressed to retail investors (being any
individual or legal person other than Institutional Investors) via a public
offer in Romania (the “Retail Investors”), which shall consist of an
initial number of 3,261,616 Offer Shares, representing 15% of the initial
number of Offer Shares.

In addition, Offer Shares (representing up to 10 per cent of the total number
of Shares that are subject to the Offer) are being made available pursuant to
the Over-allotment Option granted by the Over-allotment Shareholders.

The Offer Price is expected to be between RON38 and RONS56 per Offer
Share (the “Price Range”). The Share Offer Size is expected to be up to
21,744,108 Offer Shares (the “Maximum Share Offer Size”).

The Offer Price and the Share Offer Size will be jointly agreed by the
Company and the Selling Shareholders after consultation with the Joint
Global Co-ordinators. The Pricing Statement, which will also contain the
number of Offer Shares allocated to each of the two tranches of the Offer
and, in the case of the Retail Tranche, the pro rata allocation factor
calculated for this tranche (if the case may be), will be published as a press
release in printed form and available free of charge at the registered office of
the Company at 75 Dr. Staicovici street, Forum 2000 Building, Phase I,
fourth floor, 5th district, Bucharest, Romania, as well as, in electronic form
and available on the Company’s website at www.digi-communications.ro, on
the website of the Bucharest Stock Exchange at www.bvb.ro and on the
websites of BRD—Groupe Société Générale S.A. at www.brd.ro, BT Capital
Partners S.A. at www.btcapitalpartners.ro and Raiffeisen Bank S.A. at
www.raiffeisen.ro. The Pricing Statement will also be filed with the AFM.
The Company and the Selling Shareholders reserve the right to increase or
decrease the aggregate number of Offer Shares sold under the Offer after
consultation with the Joint Global Co-ordinators. The indicative Price Range
and the Maximum Share Offer Size have been set by the Company and the
Selling Shareholders. It is currently expected that the Offer Price and the
Share Offer Size will be set within the Price Range and at or below the
Maximum Share Offer Size, respectively. A number of factors will be
considered in determining the Offer Price, the Share Offer Size and the basis
of allocation, including the level and nature of demand for the Offer Shares
during the bookbuilding process, the level of demand in the Retail Tranche,
prevailing market conditions and the objective of establishing an orderly
after-market in the Offer Shares.

Offer Shares will be allocated to investors in Romania and elsewhere on the
basis determined by the Company, in consultation with the Joint Global
Co-ordinators (on behalf of the Underwriters), on May 10, 2017 (the
“Allocation Date”).

Retail Investors will be given a guaranteed allocation of 100% for the
maximum number of 267 Offer Shares per Retail Investor, on a first come
first served basis up to a total number of 534,000 Offer Shares. Retail
Investors are entitled to:

e adiscount of 7% of the Offer Price for applications validly made in the
first 5 Business Days of the Offer Period (i.e., by and including May 5,
2017); and
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e adiscount of 3% of the Offer Price for applications validly made in the
6th until the 8th Business Day of the Offer Period (i.e., from and
including May 8, 2017 and by and including May 10, 2017);

In the Retail Tranche, the Offer Shares will be sold at the Offer Price
(discounted as set out above). In the Institutional Tranche, the Offer Shares
will be sold at the Offer Price but only to those Institutional Investors who
indicated their interest to purchase Offer Shares at a price at least equal to, or
higher than, the Offer Price.

Any change of the Price Range on the last day of the Offer will result in the
Offer being extended by at least two Business Days; any change of the Price
Range on the day prior to the last day of the Offer will result in the Offer
being extended by at least one Business Day. In this case, if the Offer for
Retail Investors would already have closed, this Offer for Retail Investors
would be reopened. Accordingly, all investors, including Retail Investors,
will have at least two Business Days to reconsider their subscriptions. Upon
a change of the Maximum Share Offer Size, references to Offer Shares in
this Prospectus should be read as referring to the amended number of Offer
Shares and references to Over-allotment Shares should be read as referring to
the amended number of Over-allotment Shares. Any such change in the
Maximum Share Offer Size and/or the Price Range will be announced in a
press release that will also be posted on the Company’s website.

If the Offer Price Range is changed, Retail Investors would have a statutory
right to withdraw their subscriptions for Offer Shares, but (i) if the
subscription for Offer Shares is not withdrawn within the stipulated period or
(i1) if payment evidence (see paragraph 5.2 of “Part 12 — Details of the
Offer”) is not provided by the relevant Retail Investors within the stipulated
withdrawal period to the Underwriter through which the subscription has
been made, then any subscription for Offer Shares in the Offer will remain
valid and binding. It will remain valid and binding for the number of Offer
Shares equal to the nearest natural number, rounding down, resulting from
the sum certified through the payment evidence divided by the Offer Price (if
the Offer Price is higher than higher end of the initial Price Range). The
payment evidence in (ii) above must provide for the difference between the
product of the subscribed Offer Shares multiplied by the higher end of the
changed Price Range and the product of the subscribed Offer Shares
multiplied by the higher end of the initial Price Range.

In such circumstances, the Pricing Statement would not be published until
the period for exercising such withdrawal rights has ended. Therefore, the
expected date of publication of the Pricing Statement would be extended.
The arrangements for withdrawing offers to purchase Offer Shares would be
made clear in the supplementary prospectus. It is expected that Admission
will take place and that trading of the Offer Shares on the Regulated Spot
Market of the Bucharest Stock Exchange will commence at 9.45 a.m. Eastern
European Time (“EET”) on May 16, 2017. These dates and times may be
changed without further notice.

The Offer is subject to the satisfaction of certain conditions contained in the
underwriting agreement to be entered into between the Company, the Selling
Shareholders and the Underwriters (the “Underwriting Agreement”), which
are typical for an agreement of this nature, including on the Underwriting
Agreement not having been terminated prior to Admission.

None of the Offer Shares comprising the Offer may be offered for sale or
purchase or be sold or delivered, and this document and any other offering
material in relation to the Offer Shares may not be circulated, in any
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jurisdiction where to do so would breach any securities laws or regulations of
any such jurisdiction or give rise to an obligation to obtain any consent,
approval or permission, or to make any application, filing or registration.

Investors agreeing to purchase Offer Shares pursuant to the Offer agree with
the Selling Shareholders to be bound by certain terms and conditions upon
which Offer Shares will be sold in the Offer. Upon being allocated Offer
Shares pursuant to the Offer, each investor agrees to become a shareholder of
the Company, to acquire the Offer Shares allocated to it at the Offer Price
(discounted or not, as applicable) and to pay the Offer Price (discounted or
not, as applicable) for the Offer Shares allocated to it. If an investor fails to
pay as required, the relevant investor will remain liable to pay such amount
and will be deemed to have appointed the Joint Global Co-ordinators to sell
any or all of the Offer Shares allocated to it at such price as the Joint Global
Co-ordinators may achieve subsequent to any such failure to pay.

Under the terms and conditions of the Offer, each investor makes certain
representations, warranties and acknowledgements to the Company and the
Selling Shareholders customary for an offer of this type, including but not
limited to: (i) in relation to certain characteristics of the investor; (ii) the
investor’s compliance with restrictions contained in the Offer and with
specified laws and regulations; (iii) reliance, responsibility and liability in
respect of this document, the Offer and information outside of this document;
(iv) compliance with laws; (v) jurisdiction; and (vi) liability for duties or
taxes.

On request, an investor may be required to disclose certain information,
including any information about the agreement to purchase Offer Shares, the
investor’s nationality (if an individual) and jurisdiction in which the
investor’s funds are managed or owned (if a discretionary fund manager).
The terms and conditions also provide for the following issues: the sending
of documents to the investor; the investor being bound by the articles of
association of the Company (the “Articles”) upon transfer or issue of Offer
Shares; the application of Romanian and Dutch law to the contract to
purchase Offer Shares; and joint agreements to purchase Offer Shares.

E.4

Material interests

There are no interests, including conflicting interests, that are material to the
Offer, other than those disclosed in B.6 above.
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E.5

Selling shareholders
and lock-up

(A) Expected interests of the Selling Shareholders immediately prior to and
Jfollowing Admission

The indicative interests in Offer Shares of the Selling Shareholders
immediately prior to Admission, together with a corresponding estimate of
their interests in Shares immediately following Admission, are set out in the
table below (calculated on the basis that each holder of beneficial interests in
Offer Shares sells the maximum number of Offer Shares it has indicated it will
make available in the Offer and no exercise of the Over-allotment Option).

Interest in the

Maximum number Offer Shares
Interest in the Offer  of Offer Shares to immediately
Shares immediately  be sold pursuant to following
prior to Admission the Offer® Admission®™
% of % of
total % of total
No. issued® No. holding No. issued®
Carpathian Cable
Investments
S.a.R.L.® 19,225,600 20.6% 17,611,366 91.6% 1,614,234*% 1.7%
Celest
Limited® . . ... 1,000,000 1.1% 439,823 44.0%  560,177% 0.6%
ING Bank
NV.© . 675,970  0.7% 675,970 100% - -
Yarden
Mariuma® . . .. 339,961 0.4% 339,961 100% - -
Dorina
Schelean® . . .. 413,093  0.4% 413,093  100% - -
Nicusor Dorel
Schelean® . . .. 513,895  0.6% 513,895 100% - -
Sirian Radu-
Traian® . .. .. 1,259,000 1.4% 1,259,000 100% - -
Zoltan
Teszari(!h 491,000  0.5% 491,000  100% - -
Total .......... 23,918,519 25.6% 21,744,108 90.9% 2,174,411 2.3%
(D Assuming the Share Offer Size is set at the Maximum Share Offer Size and no exercise

of the Over-allotment Option. If the Over-allotment Option is exercised in full, the
Over-allotment Shareholders will sell a further 2,174,411 Offer Shares, representing
approximately 10% of the total Offer Shares comprised in the Offer.

2) This is calculated based on the total Shares held by the Shareholder over the total Shares
outstanding after taking into account holdings of treasury Shares.

3) Carpathian Cable Investment S.a.R.L.’s business address is 40, Boulevard Joseph 11,
L-1840, Luxembourg.

“4) If the Over-allotment Option is exercised in full, then it will have no further interest in
the Offer Shares immediately following Admission.

5) Celest Limited’s business address is Nicolau Pentadromos Centre, 10th Floor,

Flat/Office 1002, 3025, Limassol, Cyprus.

(6) ING Bank N.V.’s business address is Bijlmerplein 888, 1102 MG, Amsterdam, the
Netherlands.

@) Yarden Mariuma’s business address is 2A Dimitrie Cantemir Blvd, building P3,
apartment 3, 4th District, Bucharest, Romania.

(8) Dorina Schelean’s business address is 5 Franyo Zoltan Street, Timisoara, Timisoara
county, Romania.

) Nicusor Dorel Schelean’s business address is 12 Poiana Marului street, Zavoi village,
Caras-Severin county, Romania.

(10) Sirian Radu-Traian’s business address is 2A Macului street, Brasov, Brasov county,
Romania.

(11) Zoltan Teszari’s business address is 75 Dr. Staicovici street, Forum 2000 building,
Phase I, fourth floor, 5th district, Bucharest, Romania.
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(B) Lock-up arrangements

Pursuant to the Underwriting Agreement, signed on April 26, 2017, the
Company, the Principal Shareholder, Ioan Bendei and Bogdan Ciobotaru
have agreed that, subject to certain exceptions, during the period of 360 days
from the date of Admission, they will not, without the prior written consent
of the Joint Global Co-ordinators, issue, offer, sell or contract to sell, or
otherwise dispose of, directly or indirectly, or announce an offer of any
Shares (or any interest therein or in respect thereof) or enter into any
transaction with the same economic effect as any of the foregoing.

Pursuant to the Underwriting Agreement and related arrangements, signed on
April 26, 2017, the Selling Shareholders and RCS Management have agreed
that, subject to certain exceptions, during the period of 180 days in respect of
the Selling Shareholders, other than the Principal Shareholder, and 720 days
in respect of RCS Management, in each case from the date of Admission,
they will not, without the prior written consent of the Joint Global
Co-ordinators, offer, sell or contract to sell, or otherwise dispose of, directly
or indirectly, or announce an offer of any Shares (or any interest therein in
respect thereof) or enter into any transaction with the same economic effect
as any of the foregoing. Approximately 2.2% of the Shares are not locked up.

E.6

Dilution

Not applicable

E.7

Expenses charged to
the investor

Not applicable. No expenses will be charged by the Company or the Selling
Shareholders to any investor who purchases Offer Shares pursuant to the
Offer.
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PART 1
RISK FACTORS

Any investment in the Shares is subject to a number of risks. Prior to investing in the Shares, prospective
investors should carefully consider the risk factors associated with any investment in the Shares, the Group’s
business and the industry in which it operates, together with all other information contained in this Prospectus
including, in particular, the risk factors described below.

Prospective investors should note that the risks relating to the Group, its industry and the Shares
summarized in the section of this Prospectus headed “Summary” are the risks that the Directors and the
Company believe to be the most essential to an assessment by a prospective investor of whether to consider an
investment in the Shares. However, as the risks which the Group faces relate to events and depend on
circumstances that may or may not occur in the future, prospective investors should consider not only the
information on the key risks summarized in the section of this Prospectus headed “Summary” but also, among
other things, the risks and uncertainties described below.

The occurrence of any of the following events could have a material adverse effect on our business,
prospects, results of operations and financial conditions. The risk factors described below are not an exhaustive
list or explanation of all risks which investors may face when making an investment in the Shares and should be
used as guidance only. Additional risks and uncertainties relating to the Group that are not currently known to
the Group, or that the Group currently deems immaterial, may individually or cumulatively also have a material
adverse effect on the Group’s business, results of operations and/or financial condition and, if any such risk
should occur, the price of the Shares may decline and investors could lose all or part of their investment. An
investment in the Shares involves complex financial risks and is suitable only for investors who (either alone or
in conjunction with an appropriate financial or other adviser) are capable of evaluating the merits and risks of
such an investment and who have sufficient resources to be able to bear any losses that may result therefrom.
Investors should consider carefully whether an investment in the Shares is suitable for them in the light of the
information in this Prospectus and their personal circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We face significant competition in the markets in which we operate, which could result in decreases in the
number of current and potential customers, revenue and profitability.

We face significant competition in all our markets and business lines, which is expected to intensify further.
For example, in Romania and Hungary we face intense competition in our cable TV, DTH, fixed internet and
data and fixed-line telephony business lines from local entities controlled by Deutsche Telekom (“Telekom
Romania” and “Magyar Telekom,” respectively) and Liberty Global (“UPC Romania” and “UPC Hungary,”
respectively). In the Romanian mobile telecommunication services market we compete with Telekom Romania
and local entities controlled by Orange (“Orange Romania”) and Vodafone (“Vodafone Romania”). Increased
competition may encourage the customers to stop subscribing to our services (an effect known as “churn”) and
thereby adversely affect our revenue and profitability.

These competitors, as well as other competitors that may enter the market in the future, may enjoy certain
competitive advantages that we do not, such as having greater economies of scale, easier access to financing,
access to certain new technologies, more comprehensive product offerings in certain business lines, greater
personnel resources, greater brand name recognition, fewer regulatory burdens and more experience or longer-
established relationships with regulatory authorities, customers and suppliers. In particular, all our principal
competitors in our core Romanian market are part of much larger international telecommunication groups.

In recent years, the telecommunications industry has experienced a significant increase in customer demand
for multiple-play offerings, which combine two or more fixed and mobile services in one package. Although we
believe that the combination of our own fixed and mobile infrastructures in Romania is unparalleled, all of our
principal competitors in the country have made arrangements to significantly enhance their multiple-play
capabilities. In particular, Telekom Romania has been heavily investing in the development of its FTTH network
to complement its existing mobile infrastructure. In addition, Orange Romania has taken advantage of the recent
trend in the Romanian fixed infrastructure market, as part of which ANCOM encouraged the country’s fixed line
operators to open their networks to competitors. In February 2016, Orange Romania entered into certain network
sharing agreements with Telekom Romania enabling it to provide cable TV and fixed Internet and data services
via Telekom Romania’s network under its own brand. In consideration, Telekom Romania obtained access to
Orange Romania’s 4G, 4G+ and LTE mobile networks in Romania. Orange Romania is also party to a mobile
network sharing agreement concluded in July 2013 with Vodafone Romania; each party independently operates
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its spectrum and retains strategic control over switched networks. These developments have resulted, and could
in the future result, in synergies to the businesses of our principal competitors, increase competition, exercise
further pressure on prices, result in higher rates of customer churn and ultimately adversely affect our revenue
and profitability. Although in 2015 ANCOM confirmed its view (which was supported by the European
Commission) that we are under no obligation to open our fixed fiber optics network to third parties, there is no
assurance that this decision may not be reversed. If we are directed by ANCOM, or any other competent
authority, to open our infrastructure to third parties, including our competitors, that could further enhance our
competitors’ market positions, while eroding our key competitive advantages, and have a material adverse effect
on our business, prospects, results of operations and financial condition.

In addition to competition in our traditional services and technologies, we also experience significant
pressure from the rapid development of new technologies and alternative services, which are either offered by
our existing competitors or new entrants. See “—Rapid technological changes may increase competition and
render our technologies or services obsolete, and we may fail to adapt to or implement new technological
developments in a cost efficient manner or at all.” For example, our fixed-line telephony and fixed internet and
data business lines in Romania are experiencing increased competition from the country’s growing mobile
telecommunication services sector. This may result in slower growth or a decrease in our fixed-line telephony
and fixed internet and data services penetration rates as our subscribers may migrate from fixed to mobile
services, choosing to switch to our competitors such as Telekom Romania, Orange Romania, or Vodafone
Romania, who currently have stronger market positions than us in the mobile telecommunication services sector.
We also have to compete with companies offering other technologies alternative to our telephony services, such
as Skype, WhatsApp, Google Hangouts and Facebook Messenger, as well as with companies offering alternative
platforms that make TV and entertainment content available to customers, such as Netflix, Apple TV, Amazon
Prime and Google Play, along with other services which allow legal or illegal downloading of movies and
television programs.

Our success in these markets may be adversely affected by the actions of our competitors in a number of
ways, including:

* Jlower prices, more attractive multiple-play services or higher quality services, features or content;
* more rapid development and deployment of new or improved products and services; or
* more rapid enhancement of their networks.

Our market position will also depend on effective marketing initiatives and our ability to anticipate and
respond to various competitive factors affecting the industry, including new services, pricing strategies by
competitors, changes in consumer preferences and economic, political and social conditions in the markets in
which we operate. Any failure to compete effectively or any inability to respond to or effectively anticipate
consumer sentiment, including in terms of pricing of services, acquisition of new customers and retention of
existing customers, could have a material adverse effect on our business, prospects, results of operations and
financial condition.

Rapid technological changes may increase competition and render our technologies or services obsolete, and
we may fail to adapt to or implement new technological developments in a cost efficient manner or at all.

The markets in which we operate are characterized by rapid and significant changes in technology, customer
demand and behavior, and as a result are characterized by a changing competitive environment. Given the fast
pace of technological innovation in our industry, we face the risk of our technology becoming obsolete. We may
need to make substantial investments to upgrade our networks or to obtain licenses for and develop and install
new technologies such as, for instance, 5G, to remain competitive. The cost of implementing these investments
could be significant, and there is no assurance that the services enabled by new technologies will be accepted by
customers to the extent required to generate a rate of return that is acceptable to us. In addition, we face the risk
of unforeseen complications in the deployment of these new services and technologies and there is no assurance
that our original estimates of the necessary capital expenditure to offer such services will be accurate. New
services and technologies may not be developed and/or deployed according to expected schedules or may not be
commercially viable or cost effective. Should our services fail to be commercially viable, this could result in
additional capital expenditures or a reduction in profitability. Any such change could have a material adverse
effect on our business, prospects, results of operations and financial condition.

In addition, rapid technological change makes it difficult to predict the extent of our future competition. For
example, new transmission technologies and means of distributing content or increased consumer demand for
affordability of products based on new mobile communication technologies could trigger the emergence of
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new competitors or strengthen the position of existing competitors. There is no guarantee that we will
successfully anticipate the demands of the marketplace with regard to new technologies. Any failure to do so
could affect our ability to attract and retain customers and generate revenue growth, which in turn could have a
material adverse effect on our financial condition and results of operations. Conversely, we may overestimate the
demand in the marketplace for certain new technologies and services. If any new technology or service that we
introduce fails to achieve market acceptance, our revenue, margins and cash flows may be adversely affected,
and as a result we may not recover any investment made to deploy such new technology or service. Our future
success depends on our ability to anticipate, react and adapt in a timely manner to technological changes.
Responding successfully to technological advances and emerging industry standards may require substantial
capital expenditure and access to related or enabling technologies to introduce and integrate new products and
services successfully. Failure to do so could have a material adverse effect on our competitive position, business,
prospects, results of operations and financial condition.

We operate in a capital-intensive business and may be required to make significant capital expenditure and to
finance a substantial increase in our working capital to maintain our competitive position. Our capital
expenditure may not generate a positive return or a significant reduction in costs or promote the growth of our
business.

The expansion and operation of our fixed fiber and mobile networks, as well as the costs of development,
sales and marketing of our products and services, require substantial capital expenditure. In recent years we have
undertaken significant investment to attract and retain customers, including expenditures for equipment and
installation costs and the implementation of new technologies such as GPON, as well as upgrades of existing
networks, such as the FTTB/FTTH roll-out. As of date of this Prospectus we have ongoing capital requirements
relating to, among other things, the following:

 expansion of our fixed fiber optic network in Romania and Hungary;

* expansion and further development of our mobile network in Romania and Hungary;

e acquisition of additional sports, film and other broadcasting rights;

* renewal of certain existing broadcasting rights;

* costs associated with customer premises equipment (“CPE”) and the acquisition of new customers;
* investments associated with our electrical energy activities; and

e payments under telecommunication licenses.

However, no assurance can be given that any existing or future capital expenditures will generate a positive
return, a significant reduction in costs, or promote the growth of our business. If our investments fail to generate
the expected positive returns or cost reductions, our operations could be significantly adversely affected and
future growth could be significantly curtailed.

In order to finance our capital expenditures and working capital needs, we use a combination of cash from
operations, financial indebtedness, reverse factoring and vendor financing arrangements. Our working capital
needs have fluctuated in the past years as the development of our mobile telecommunication services business
requires a significant increase in expenditure with respect to handsets and other CPE. We generally pay our
suppliers within a relatively short period after acquiring products, but on-sell handsets and other CPE to our
customers subject to a deferral of payments for up to 12 months. For our working capital needs, we enter into
certain reverse factoring and vendor financing agreements to extend the terms of our payments to suppliers. If we
fail to negotiate or renegotiate such arrangements, our ability to finance the continued expansion of our business
would be materially adversely affected.

Further, we conduct certain electrical energy supply activities. This supply activity involves paying for
electrical energy acquired from third parties upon acquisition; however, we receive corresponding payments from
our customers over a period of between 30 and 45 days. In addition, our liquidity and capital requirements may
increase if we expand into additional areas of operation, accelerate the pace of our growth or make acquisitions.
If, for any reason, we are unable to obtain adequate funding to meet these requirements, we may be required to
limit our operations and our expansion plans, including plans to expand our network and service offering, our
operations could be significantly adversely affected, future growth could be significantly curtailed and our
competitive position could be impaired.
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Any potential deterioration of the general internal economic, political and social conditions in Romania and
Hungary, our principal countries of operation, may not be offset by developments in other markets.

Our success is closely tied to general economic developments in Romania and Hungary. Negative
developments in, or the general weakness of, the Romanian or Hungarian economies, in particular increasing
levels of unemployment, may have a direct negative impact on the spending patterns of retail consumers, both in
terms of subscriber and usage levels. Because a substantial portion of our revenue is derived from residential
customers who may be impacted by such conditions, it may be (i) more difficult to attract new customers,
(i1)) more likely that certain of our customers will downgrade or disconnect all or part of the services they
subscribe to and (iii) more difficult to maintain average revenue per unit (“ARPU”) at existing levels.
Deterioration in the Romanian or Hungarian economies may further lead to a higher number of non-paying
customers or generally result in service disconnections. Increases in costs of operation and, in particular, wage
inflation in Romania and Hungary could lead to increases in our levels of operational expenditure. Additionally,
any uncertainty or instability in, or related to, the political conditions in Romania and Hungary, including any
changes to their respective political regimes, legal and regulatory frameworks or governing policies, could
negatively affect our business and operations. As our business is primarily focused on Romania and Hungary,
any such negative developments may not be offset by positive trends in other markets. Therefore, a weak
economy and negative economic or political developments in the principal countries in which we operate may
jeopardize our growth targets and could have a material adverse effect on our business, prospects, results of
operations and financial condition.

We may be adversely affected by continued uncertainties, challenging conditions in the global economy or
volatile equity and credit markets.

Since the 2008 global economic crisis, concerns about the potential economic slowdown and recession in
Europe, the availability and cost of credit, diminished business and consumer confidence, inflation and increased
unemployment have continued to contribute to increased market volatility and diminished expectations for
European and emerging economies, including the jurisdictions in which we operate. This instability was further
exacerbated when on June 23, 2016 the United Kingdom voted to leave the European Union, which has increased
volatility in the global financial markets and is likely to continue to adversely affect European and worldwide
economic conditions and could contribute to greater instability in the global financial markets before and after
the terms of the United Kingdom’s future relationship with the European Union are settled. Furthermore, the
United Kingdom’s vote to leave has increased the concern that certain other European Union members may also
hold referendums and vote to leave the European Union.

Some of the effects of the continued instability in global markets, including the risk of deflation and the
instability of the euro, may impact a significant number of our customers, leading to increased unemployment
and a decrease in disposable income, and government responses to the economic crisis, such as austerity
measures and increases in tax rates. Such conditions could have a material adverse effect on our business and
results of operations. For example, in recent years the Romanian government has implemented a series of fiscal
measures, including increasing real estate taxation, extending the scope of social security taxes and imposing
certain one-off exceptional taxes, that have directly affected our results of operations or resulted in a decrease in
consumers’ available income. While other fiscal measures of the Romanian government, such as reduced VAT,
would, in principle, have a positive effect on the population and available consumer income, the uncertainty in
relation to their application and the continued instability in the fiscal regime have, in the short term, reduced the
potential positive impact of these measures. Unfavorable economic conditions, fiscal uncertainty and special
taxation may ultimately have a direct and/or indirect negative impact on consumers’ spending and/or the prices
we are able to charge for our products and services.

Reduced availability of credit has had, and could in the future have, an indirect negative effect on our
business by reducing overall spending in the countries in which we operate, causing or helping to cause
significant decreases in the value of certain asset classes and, therefore, decreases in the overall wealth of our
customers and, together with the overall economic climate, increasing the number of payment defaults and
insolvencies among our customers.

In addition, volatile credit markets have also affected us in the past, and may affect us in the future, through
increases in interest rates of our floating rate debt and other financial obligations, particularly the senior facilities
agreement dated October 7, 2016 (the “Senior Facilities Agreement”), the uncommitted facility agreement
dated November 4, 2013 (the “ING Facilities Agreement”) and the uncommitted facility agreement dated
October 25, 2013 (the “Citi Facilities Agreement”). The lack of easily available credit in the future may also
restrict our ability to grow at a pace commensurate with the business opportunities we can identify. See “—We
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operate in a capital-intensive business and may be required to make significant capital expenditure and to
finance a substantial increase in our working capital to maintain our competitive position. Our capital
expenditure may not generate a positive return or a significant reduction in costs or promote the growth of our
business.” All these factors and other effects of a continued economic downturn that we may fail to predict could
have a material adverse effect on our business, prospects, results of operations and financial condition.

We are subject to transactional currency risks associated with exchange rate fluctuations.

For the year ended December 31, 2016 we generated approximately 89.1% of revenue in our two principal
functional currencies, the Romanian leu and the Hungarian forint (approximately 66.5% excluding revenue
collected in local functional currencies, but denominated in euros). However, as at December 31, 2016, we had
€408.3 million and US$43.7 million of obligations denominated in euros and U.S. dollars, respectively,
compared to €495.2 million and US$32.7 million, respectively, as at December 31, 2015. Our euro obligations
principally relate to outstanding financial debt, and our exposure to the U.S. dollar primarily relates to purchases
of content for our cable TV and DTH businesses and mobile CPE acquisitions. A significant depreciation of our
principal operational currencies relative to the euro and, to a lesser extent, the U.S. dollar, could have a material
adverse effect on our business, prospects, results of operations and financial condition.

In particular, our ability to repay or refinance our euro-denominated financial indebtedness could be
adversely impacted by a significant appreciation of the euro relative to our functional currencies. Such
appreciation could also markedly reduce our consolidated financial results as reported in euros (see “—We are
subject to currency translation risks associated with exchange rate fluctuations”). This could result in a breach
of certain financial covenants under the €350.0 million 5.0% senior secured notes due 2023 (the “2016 Notes”),
the Senior Facilities Agreement, the ING Facilities Agreement and other existing credit facilities, thereby
requiring us to seek waivers from these creditors or causing the acceleration of these credit facilities. In
accordance with our historical approach, we may hedge the interest payments and/or repayments of the whole or
a portion of the principal amount of our financial indebtedness. However, any hedging arrangements we enter
into may not adequately offset the risks of foreign exchange rate fluctuations and may result in losses. In
addition, further appreciation of the euro and the U.S. dollar could require us to offset the impact of such
exchange rate fluctuations by price increases for customers in Romania and Hungary that are invoiced in local
currencies, which could cause a reduction in the number of RGUs and could have a material adverse effect on
our business, prospects, results of operations and financial condition. See “—Risks Relating to Investments in
Countries Where We Operate—The UK referendum resulting in a vote to have the United Kingdom leave the
European Union could create political and economic uncertainty and risk which may negatively affect the
markets in which we operate and our business.”

We are subject to currency translation risks associated with exchange rate fluctuations.

Our Financial Statements are presented in euros. However, the majority of our revenue and expenses are
denominated in the Romanian leu and the Hungarian forint and are translated into euros at the applicable
exchange rates for inclusion in our consolidated Financial Statements. In addition, some of our borrowings and
their related interest payments, as well as other assets and liabilities, are denominated in currencies other than the
euro, which also require translation into euros at the applicable exchange rates when we prepare our consolidated
Financial Statements. Therefore, we are exposed to fluctuations in exchange rates when converting non-euro
amounts into euro for reporting purposes. Any fluctuation in the value of a relevant functional currency against
the euro may affect the value of our revenue, costs, assets and liabilities as stated in our consolidated Financial
Statements, which may in turn affect our reported financial condition and results of operations in a given
reporting period. See “—Risks Relating to Investments in Countries Where We Operate—The UK referendum
resulting in a vote to have the United Kingdom leave the European Union could create political and economic
uncertainty and risk which may negatively affect the markets in which we operate and our business.”

A systems failure or shutdown in our networks may occur.

Our cable TV, fixed internet and data, mobile telecommunication services and fixed-line telephony are
currently carried through our transmission networks composed primarily of fiber optic cables. In addition, as of
December 31, 2016, we had approximately 3,400 mobile network base stations in place for our mobile
telecommunication services. Furthermore, our information technology system comprises numerous intra-linked
systems that are periodically updated, upgraded, enhanced and integrated with new systems. Failure to maintain
or update these systems, particularly where updates may be required to support new or expanded products or
services, could result in their inability to support or expand our business, as our business is dependent on the
continued and uninterrupted performance of our network. Our ability to deliver services may be subject to
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disruptions of our systems from communications failures that may be caused by, among other things, computer
viruses, power failures, natural disasters, software flaws, transmission cable cuts, sabotage, acts of terrorism,
vandalism and unauthorized access. Any such disruption or other damage that affects our network could result in
substantial losses for which we are not adequately covered by our existing insurance policies. Disaster recovery,
security and service continuity protection measures that we have undertaken or may in the future undertake, and
our monitoring of network performance, may be insufficient to prevent losses. Our network may be susceptible
to increased network disturbances and technological problems, and such difficulties may increase over time.
Such disruptions may affect our provision of new or existing services and reputation, leading to costly repairs
and loss of customers. For so long as the disruption continues, our revenue could be significantly impacted,
which in turn could have a material adverse effect on our operating cash flows, business, prospects, results of
operations and financial condition.

We may be unable to use Intelsat’s and Telenor’s satellites to broadcast our DTH services and may fail to find
a commercially acceptable alternative in a reasonable amount of time.

We currently broadcast programming for our DTH services using nine transponders (and use an additional
transponder for transmitting non-DTH signals), of which seven are located on a satellite operated by Intelsat
Global Sales & Marketing Ltd (“Intelsat”), and the other two are leased through Intelsat on a Telenor satellite.
Our lease of transponders expires in November 2017, and there can be no assurance that an extension of the term
of the agreement can be agreed on similar financial terms or that we will not have to find alternative providers.
As DTH is a competitive, price-sensitive business, we may not be able to pass an increase in satellite
transmission costs, in whole or in part, to our DTH customers.

A material increase in our costs under our agreement with Intelsat or under another agreement with an
alternative satellite operator could have a material adverse effect on our results of operations and financial
condition.

Satellite broadcasts may also be disrupted for various reasons, including:
* transponder failure or other degradation of satellite electronics;

* exhaustion of fuel for maintaining satellites on station;

» premature ageing of the solar cells that power the satellite;

* malfunctions in ground control stations that cause the satellite to drift off its station and therefore become
unable to transmit signals to the designated area;

* damage from space debris and solar flares;
* faulty systems, software, mechanical devices or latent faults in construction; and
* faulty operation or other causes.

Furthermore, the amount of satellite capacity that we are able to obtain is limited by the amount of efficient
transmission spectrum allocated by the relevant national, regional and international regulatory bodies of the
satellite operators that provide satellite coverage over our areas of operations. Intelsat is not contractually
obligated to increase the satellite capacity it makes available to us.

Should the satellites we use significantly deteriorate, or become unavailable for regulatory reasons or any
other reason, we may not be able to secure replacement capacity on an alternative satellite on a timely basis or at
the same or similar cost or quality. Our ability to recoup losses related to service failures from Intelsat or Telenor
may also be limited. Even if alternative capacity were available on other satellites, the replacement satellites may
need to be repositioned in order to be co-located with the satellites we currently use. If it is not possible to
co-locate replacement satellites, we would be required to repoint all our existing customers’ receiving dishes to
enable them to receive our signal. Accurate repointing requires specialist tools and expertise, and we believe that
there could be substantial costs of repointing all of our existing subscribers’ receiving dishes in the event the
satellite networks we currently use fail. Moreover, the time needed to repoint our dishes to alternative satellites
would vary depending on the market. Accordingly, the inability to use Intelsat’s or Telenor’s satellites or
otherwise to obtain access to sufficient levels of satellite bandwidth on a timely basis and at commercially
acceptable prices, or any system failure, accident or security breach that causes interruptions in our operations on
the satellite networks we use could impair our ability to provide services to our customers and could have a
material adverse effect on our business, prospects, results of operations and financial condition.
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Our growth and expansion in new areas of business may make it difficult to obtain adequate operational and
managerial resources, thus restricting our ability to expand our operations.

We have experienced substantial growth and development in a relatively short period of time, and our
business may continue to grow in the future. For example, in 2014 we relaunched our mobile telecommunication
services business line in Romania and focused on growth in this area, achieving an approximately 27.5% increase
in RGUs in the year ended December 31, 2015 and a further approximately 19.1% increase in RGUs in the year
ended December 31, 2016. We may also launch a mobile telecommunications business in Hungary in 2018 or
later. In addition, in 2012 and 2015, respectively, we have added solar energy generation and energy supply to
our business. The operational complexity of our business as well as the responsibilities of our management has
increased as a result of this growth, placing significant strain on the relatively limited resources of our senior
management. We will need to continue to improve our operational and financial systems and managerial controls
and procedures to keep pace with our growth. We will also have to maintain close coordination among our
logistical, technical, accounting, finance, marketing and sales personnel. Managing our growth will require,
among other things:

* the ability to integrate new acquisitions into our operations;

* continued development of financial and management controls and IT systems and their implementation in
newly acquired businesses;

* the ability to manage increased marketing activities;

* hiring and training of new personnel;

* the ability to adapt to changes in the markets in which we operate, including changes in legislation;
* the ability to successfully deal with new regulators and regulatory regimes; and

* the ability to manage additional taxes, increased competition and address the increased demand for our
services.

In particular, in relation to any launch of a mobile telecommunications business in Hungary in 2018 or later,
we have no experience operating this type of business in the respective geography and our current 1,800 MHz
license is limited to one duplex of SMhz. There can be no assurance that we will be successful in adapting to the
demands of this market or that we will be able to supplement our existing license, should growth in the business
require it, as mobile telecommunications licenses are typically awarded in public tenders.

An inability to ensure appropriate operational and managerial resources and to successfully manage our
growth could have a material adverse effect on our business, prospects, results of operations and financial
condition.

We may be unable to attract and retain key personnel, directors, managers, employees and other individuals
without whom we may not be able to manage our business effectively.

We depend on the availability and continued service of a relatively small number of key managers,
employees and other individuals, including our founder and President, Zoltdn Teszari, directors and senior
management. These key individuals are heavily involved in the daily operation of our business and are, at the
same time, required to make strategic decisions, ensure their implementation and manage and supervise our
development. The loss of any of these key individuals could significantly impede our financial plans, product
development, network expansion, marketing and other plans, which could in turn affect our ability to comply
with the financial maintenance covenants under the 2016 Notes and our credit facilities, particularly the Senior
Facilities Agreement, the Citi Facilities Agreement and the ING Facilities Agreement. In particular,
Mr. Teszéari’s continued involvement in the strategic oversight of the Company is key for our continued
development and competitive position. In addition, competition for qualified executives in the
telecommunications industry in the markets in which we operate is intense. Our future operating results depend,
in significant part, upon the continued contributions of our existing management and our ability to expand our
senior management team by adding highly skilled new members, who may be difficult to identify and recruit. If
any of our senior executives or other key individuals cease their employment or engagement with us, our
business, prospects, results of operation and financial condition could be materially adversely affected.

If we do not maintain or improve our reputation for the quality of our service, our ability to attract new
customers and retain existing customers may be harmed.

Our ability to retain customers and to attract new customers depends in part on our brand recognition and
our reputation for the quality of our service. Our reputation and brand may be harmed if we encounter difficulties
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in the provision of new or existing services, whether due to technical faults, lack of necessary equipment,
changes to our traditional product offerings, financial difficulties, or for any other reason. Damage to our
reputation and brand could have a material adverse effect on our business, prospects, results of operations and
financial condition.

Our growth and profitability depend principally on continued demand for cable and telecommunications
products and services in Romania and Hungary, our ability to attract and retain customers and to successfully
expand our mobile telecommunication services business line.

Our growth and profitability depend on a continued demand for our products and services and growth in our
RGUs, on our ability to successfully expand our mobile telecommunication services and on the level of churn
experienced due to customers switching to our competitors or otherwise terminating their subscriptions to our
services.

If demand for our services in general does not increase, if we are unable to further maximize revenue
generated from existing customers through cross-selling, if we are unable to continue to expand our mobile
telecommunication services business or if we are unable to gain new customers from our competitors or
otherwise, it could have a material adverse effect on our business, prospects, results of operations and financial
condition.

If we cannot acquire or retain content or programming rights or do so at competitive prices, we may not be
able to retain or increase our customer base and our costs of operations may increase.

The success of our business depends on, among other things, the quality and variety of the television
programming delivered to our customers. We depend substantially on third parties to provide us with
programming TV content and we license rights to broadcast certain high interest sports events and movies on our
own premium channels in Romania and Hungary. Our programming agreements generally have terms ranging
from one to five years (including options to extend their term) and contain various renewal, cancellation and
annual price adjustment provisions. No assurance can be provided that we will succeed in renewing our rights for
channels or content upon the expiry of currently applicable contractual terms on competitive terms or at all. If we
fail to negotiate or renegotiate programming agreements for popular content on satisfactory terms or at all, we
may not be able to offer a compelling and popular product to our customers at a price they are willing to pay.

Generally, our programming agreements may be terminated if we fail to make any of our payments or
breach our obligations to keep our transmission signal secure or within agreed technical parameters and we fail to
address any such breaches within a certain time period, typically between 10 and 30 days.

The ability to broadcast certain sports competitions, especially football matches, is integral to our ability to
attract and retain customers. We currently hold rights to broadcast some of the most popular competitions in our
countries of operation, such as Liga 1 Orange (Top tier Romanian professional football league) and Cupa
Romaniei (Romanian professional football cup). However, no assurance can be provided that we will succeed in
acquiring new or renewing existing broadcasting rights upon the expiration of the underlying contracts. For
example, in 2015 we lost our license to broadcast the UEFA Champions League and the UEFA Europa League in
Romania to one of our principal competitors, Telekom Romania. Our current rights to both top-flight national
football competitions in Romania were not obtained directly from the respective organizers, but rather through a
sublicense from a company called Intel Sky Broadcast Ltd. (“Intel Sky”). This sublicense is due to expire at the
end of the 2018/2019 football season. Also, the Romanian Competition Council (the “RCC”) is currently
investigating the circumstances under which the Romanian Professional Football League awarded the license to
both competitions to Intel Sky. Should Intel Sky’s license be annulled, we might lose our relevant broadcasting
rights and we may not be able to offer a popular alternative product to our customers.

We believe that, in order to compete successfully, we must continue to obtain attractive content and deliver
it to our customers at competitive prices. When we offer new content, or upon the expiry of existing
programming agreements or broadcast licenses, our content suppliers may decide to increase the rates they
charge for content, thereby increasing our operating costs. In addition, many of the channels we broadcast in
Romania are subject to “must carry” rules, meaning that the content suppliers have opted to make them available
free of charge, which, under certain conditions, creates an obligation for us to include them in our cable TV
package. If some or all of the main channels we carry in Romania opted not to be subject to “must carry” rules,
we may have to pay for their retransmission or discontinue the transmission of such channels as part of our
services, which may lead to increases in costs or potential customer churn. Regulatory requirements in some
jurisdictions, such as Hungary, affect content suppliers by, for example, requiring them to produce channels in
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high definition, and may lead them to increase the rates they charge to us. Increases in programming fees or
license fees or changes in the way programming fees or license fees are calculated could force us to increase our
subscription rates, which in turn could cause customers to terminate their subscriptions or lead potential new
customers to refrain from subscribing. In addition, if we were to breach the terms of the applicable agreements,
the license content providers could decide to withhold certain content or we could lose the right to retransmit
certain programs or broadcast certain competitions. Also, program providers and broadcasters may elect to
distribute their programming through other distribution platforms, such as Internet-based platforms, or may enter
into exclusive arrangements with other distributors. If we cannot pass on any increased programming or license
fees to our customers, or if we lose rights to transmit certain programming or broadcast certain competitions, it
could have a material adverse effect on our reputation, competitive position, business, prospects, results of
operations and financial condition.

Our business strategy may cause our ARPU figures to decrease.

In our core markets of Romania and Hungary, our customer base for services other than DTH is located
primarily in more affluent urban population centers. However, as we expand into less affluent demographic
segments of our geographic markets, our ARPU figures may decline depending upon changes in our mix of
customers and the prices at which our packages are offered. For example, our “Popular” cable TV package in
Romania, targeted at rural customers, offers less content and generates less revenue than our “Basic/Analog” or
“Extra/Digital” packages. Further, our reported ARPU for cable TV, DTH and fixed internet may be affected by
fluctuations in exchange rates. See “—We are subject to currency translation risks associated with exchange rate
fluctuations.” A material decrease in ARPU from current levels could have a material adverse effect on our
business, prospects, results of operations and financial condition.

We may fail to manage customer churn.

The pay TV (which includes cable TV and DTH business lines), fixed internet and data, fixed-line
telephony and mobile telecommunication services industries all experience churn as a result of, among other
things, high levels of competition. In particular, our DTH and fixed-line telephony service has experienced
relatively high levels of churn in recent years. Although churn may have a negative effect on our business, we
focus on growth in total number of RGUs, ARPU, revenue, EBITDA, Adjusted EBITDA and Adjusted EBITDA
Margin as key indicators of our performance, rather than churn. We believe that our churn levels are in line with
those of our principal competitors in our core markets.

Customer churn could increase as a result of:

* the availability of competing services, some of which may be less expensive or technologically superior
to those offered by us or offer content or features that we do not offer;

* customers moving to areas where we cannot offer services;
 customer dissatisfaction with the quality of our customer service, including billing errors;
* interruptions in the delivery of services to customers over our network and poor fault management; and

» customers choosing to discontinue a certain service without replacing it with an equivalent service
provided by us or our competitors.

Our inability to control customer churn or an increase in customer churn, particularly in relation to our DTH
and fixed-telephony services, as a result of any of these factors can lead to a reduction in revenue and RGUs or
increased costs to retain these customers, which could have a material adverse effect on our business, prospects,
results of operations and financial condition.

Our insurance may not cover all potential losses, liabilities and damage related to our business and certain
risks are uninsured or are not insurable.

We maintain an insurance policy in respect of our critical communications equipment at our data centers in
Bucharest and at certain key network nodes throughout Romania for the services we provide, including our up-
link facilities in Bucharest. We also maintain civil liability insurance policies and property damage insurance
policies for our car fleet. However, apart from mandatory third party liability insurance and casualty and collision
insurance for our car fleet, we do not maintain insurance policies for our Hungarian operations. We can provide
no assurance that insurance will continue to be available to us on commercially reasonable terms or at all. Our
insurance may not be adequate to cover all of our potential losses or liabilities. At present, we have no
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coverage for business interruption or loss of key management personnel and a substantial proportion of our assets
is not insured. Should a significant event affect one of our facilities or networks, we could experience substantial
property loss and significant disruptions in the provision of our services for which we would not be compensated.
Additionally, depending on the severity of the property damage, we may not be able to rebuild damaged property
in a timely manner or at all. We do not maintain separate funds or otherwise set aside reserves for these types of
events. Any such loss or third-party claim for damages could have a material adverse effect on our business,
prospects, results of operations and financial condition.

Our business relies on sophisticated billing and credit control systems, and any problems with these systems
could disrupt our operations.

Sophisticated billing and credit control systems are critical to our ability to increase revenue streams, avoid
revenue losses, monitor costs and potential credit problems and bill our customers properly and in a timely
manner. New technologies and applications are expected to increase customers’ expectations and to create
increasing demands on billing and credit control systems. Any damage, delay or interruptions in our systems or
failure of servers or backup servers that are used for our billing and credit control systems could disrupt our
operations, and this, in turn, could have a material adverse effect on our reputation, business, prospects, results of
operations and financial condition.

Our business relies on hardware, software, commodities and services supplied by third parties. These suppliers
may choose to discontinue their products or services, seek to charge us prices that are not competitive or
choose not to renew contracts with us.

We have important relationships with certain suppliers of hardware, software and services (such as ECI,
Huawei, Kaon, Nagravision S.A. (“Nagravision”), Nokia and ZTE). These suppliers may, among other things,
extend delivery times, supply unreliable equipment, raise prices and limit or discontinue supply due to their own
shortages, business requirements or otherwise. Although we are not entirely dependent on hardware, software
and services supplied by particular suppliers, in many cases, we have made substantial investments in the
equipment or software of a certain supplier, making it difficult for us to find replacement suppliers quickly in the
event that a supplier refuses to offer us favorable prices, ceases to produce the equipment we use or fails to
provide the support that we require. In the event that hardware or software products or related services are
defective, or if the suppliers are insolvent, it may be difficult or impossible to enforce claims against suppliers, in
whole or in part. The occurrence of any of these risks may create technical problems, damage our reputation,
result in the loss of customers and could have a material adverse effect on our business, prospects, results of
operations and financial condition. Further, our contractual obligations to our customers may exceed the scope of
the warranties we have obtained from suppliers.

We are also exposed to risks associated with the potential financial instability of our suppliers. If our
suppliers were to discontinue certain products, were unable to provide equipment to meet our specifications or
interrupt the provision of equipment or services to us, whether as a result of bankruptcy or otherwise and if we
were unable to procure satisfactory substitutes, it could have a material adverse effect on our business, results of
operations and financial condition.

The results of our energy supply business are dependent on the price at which we are able to acquire
electricity from third parties. Volatility in the cost of electricity may negatively impact our financial condition
and results of operation.

We acquire the electricity we then sell to our customers on the Romanian wholesale trading platforms, in
line with applicable legal provisions which forbid “over the counter” agreements. Due to the fixed prices we
charge customers related to our electricity supply activities, increases in the cost of the electricity we acquire
from third parties on the trading platforms could adversely affect our financial condition and results of
operations. For example, due to unusual volatility in the cost of electricity which we acquired, we experienced a
€2.3 million EBITDA loss in the fourth quarter of 2016 and a €7 million estimated EBITDA loss in the first
quarter of 2017 from our electricity supply activities. No assurance can be provided that there will not be any
further increases or volatility in the cost of electricity or that any such increases or volatility would not have a
material adverse effect on our electricity supply activities and thus our financial condition and results of
operations in any future period. Though we have taken steps to reduce our exposure to cost volatility, there can
be no assurance that these efforts will be effective due to natural variations in the level of demand per month
from each customer, whether business or residential, and the potential for unexpected variations in the cost of
electricity in the Romanian market in the future.
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Our business relies on third-party licenses and other intellectual property arrangements.

We rely on third-party licenses and other intellectual property arrangements to enable us to carry on our
business. Network elements and telecommunications equipment including hardware, software and firmware
deployed on our network are licensed or purchased from various third parties, including from vendors holding the
intellectual property rights to use these elements and equipment. Although these agreements provide warranties,
indemnities and the right of termination in the event of any breach or threatened breach of any intellectual
property rights, no assurance can be provided that competitors or other third parties will not challenge or
circumvent the intellectual property rights we own or license or that the relevant intellectual property rights are
valid, enforceable or sufficiently broad to protect our interest or will provide us with any competitive advantage.
Any loss or withdrawal of those intellectual property rights could affect our ability to provide our services.

Our ability to provide commercially viable services depends, in part, upon interconnection, roaming and
MVNO arrangements with other operators and third-party network providers and on the impact of EU
roaming regulations.

Our ability to provide commercially viable mobile and fixed-line telecommunication services depends, in
part, upon our interconnection and roaming arrangements with other operators. In particular, we are dependent, in
certain regions, on interconnection with our competitors’ mobile and fixed-line networks and the associated
infrastructure for the successful operation of our business. In Romania and Hungary, ANCOM and NMIAH,
respectively, regulate the frameworks governing interconnection charges in an effort to facilitate access to other
companies’ networks. In Romania, ANCOM sets price caps on the interconnection charges that major
telecommunications operators, including us, may charge, while in Hungary, NMIAH regulates the termination
rates for interconnection. We are also dependent on third-party network providers for the provision of MVNO
services in Spain and Italy, the resale of mobile and internet data services in Hungary and the supply of
international roaming services.

In addition, we will be required to comply with Regulation (EU) No. 531/2012 on roaming on public mobile
communications networks within the European Union (“EU Roaming Regulation”), recent changes to which
would require us to end all retail roaming surcharges with effect from June 15, 2017 while having to pay
providers relevant wholesale charges. This could have a material negative impact on our mobile
telecommunications business as we generally offer unlimited packages to our customers for a fixed fee. This
model is predicated on domestic calls pricing, and lack of roaming charges could lead to massively increased
consumption in roaming which would generate material wholesale roaming expense for us that we could not
recover under our current business model. Unless ANCOM approves our request to apply a roaming surcharge
under the terms of the EU Roaming Regulation prior to June 15, 2017 and every twelve months thereafter, we
will be required to fully bear the wholesale cost of roaming for our clients.

Although we have interconnection and other agreements in place with other operators, we do not have direct
control over the quality of their networks and the interconnection and other services they provide. There can be
no assurance that interconnection, roaming or MVNO agreements will be easy to agree, that we will be able to
renew these agreements on commercially acceptable terms, that they will not be terminated, or that ANCOM,
NMIAH or the European Commission will not take any action that could materially adversely affect our
operations. If we fail to maintain these agreements on commercially acceptable terms, or if there are any
difficulties or delays in interconnecting with other networks and services, or a failure of any operator to provide
reliable roaming services to us on a consistent basis, it could have a material adverse effect on our business,
prospects, results of operations and financial condition.

Concerns about health risks relating to the use of mobile handsets or the location of mobile
telecommunication towers may materially adversely affect the prospects of our mobile telecommunication
services business.

Media and other reports have linked radio frequency emissions from mobile handsets and mobile
telecommunication towers to various health concerns, including cancer, and interference with various electronic
medical devices, including hearing aids and pacemakers. In particular, in May 2011, the World Health
Organization classified radiofrequency electromagnetic fields as potentially carcinogenic to humans based on an
increased risk for adverse health effects associated with wireless phone use. Concerns over radio frequency
emissions may discourage the use of mobile handsets or may create difficulties in the procurement of tower sites
for our mobile telecommunication business, which could have a material adverse effect on the prospects of such
business.
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If there is sound scientific evidence of a link between radio frequency emissions and health concerns or if
concerns about such health risks increase in countries in which we do business, the prospects and results of
operations of our mobile telecommunication services business could be materially adversely affected. In
addition, the actual or perceived health risks associated with electromagnetic radio emissions and wireless
communications devices and antennas and the resulting costs and lowered usage as well as any related potential
new regulatory measures could have a material adverse effect on our business, results of operations and financial
condition.

Sensitive customer data is an important part of our daily business and leakage of such data may violate laws
and regulations. Any such data security breach, as well as any other failure to fully comply with applicable
data protection legislation could result in fines, reputational damage and customer churn.

We accumulate, store and use in our operations data which may be protected by data protection laws.
Although we take precautions to protect customer data in accordance with the applicable privacy requirements, it
is possible that there may be data leakages in the future. We work with third-party service providers, such as
certain software companies, which may not fully comply with the relevant contractual terms and all data
protection obligations imposed on them.

The telecommunications sector has become increasingly digitalized, automated and online-based in recent
years, increasing our exposure to risks of unauthorized or unintended data release through hacking and general
information technology system failures. Unanticipated information technology problems, system failures,
computer viruses, intentional/unintentional misuses, hacker attacks or unauthorized access to our network or
other failures could result in a failure to maintain and protect customer data in accordance with applicable
regulations and requirements and could affect the quality of the our services, compromise the confidentiality of
our customer data or cause service interruptions, and may result in the imposition of fines and other penalties. In
2015 and 2016 we were fined by the Romanian National Supervisory Authority for Personal Data Processing for
breaches of general data protection legislation, especially in relation to the types of data that we process, and
although we are committed to fully aligning our practices with the requirements of the Romanian National
Supervisory Authority for Personal Data Processing, as of the date hereof this process has not been completed.
Therefore, should any violations of data protection laws continue to exist, they may result in fines, claims for
damages, prosecution of relevant employees and managers, reputational damage and customer churn and may
have a material adverse effect on our business, prospects, results of operation and financial condition.

We may undertake future acquisitions on an opportunistic basis which may increase our risk profile, distract
our management or increase our expenses.

Our historical growth has been due in part to our acquisitions of cable and/or internet operations. We may
undertake, on an opportunistic basis, additional acquisitions in the future in our existing business lines or in other
businesses complementary to them. However, we may not be successful in our efforts to estimate the financial
effects of any such transactions on our business, especially as our previous acquisitions were relatively small in
size and there is no guarantee that future acquisitions would not be larger businesses which may prove more
difficult to integrate. In addition, acquisitions may divert management attention or financial or other resources
away from our existing business or require additional expenditures. Such developments could have a material
adverse effect on our business, results of operations and financial condition.

Our ability to acquire new businesses may be limited by many factors, including availability of financing,
the debt covenants of our financing agreements, the prevalence of complex ownership structures among potential
targets, government regulation and competition from other potential acquirers. If acquisitions are made, there can
be no assurance that we will be able to maintain the customer base of businesses we acquire, generate expected
margins or cash flows or realize the anticipated benefits of such acquisitions, including growth or expected
synergies. Although we analyze acquisition targets, those assessments are subject to a number of assumptions
concerning profitability, growth, interest rates and company valuations. There can be no assurance that our
assessments of and assumptions regarding acquisition targets will prove to be correct, and actual developments
may differ significantly from our expectations.

Even if we are successful in acquiring new businesses, the integration of new businesses may be difficult for
a variety of reasons, including differing languages, cultures, management styles and systems, inadequate
infrastructure and poor records or internal controls. In addition, integrating any potential new acquisitions may
require significant initial cash investments and present significant costs, which may result in changes in our
capital structure, including the incurrence of additional indebtedness, tax liabilities or regulatory fines. The
process of integrating businesses may be disruptive to our operations and may cause an interruption of, or a loss
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of momentum in, such businesses or a decrease in our operating results as a result of costs, challenges,
difficulties or risks, including: realizing economies of scale in interconnection, programming and network
operations; eliminating duplicative overhead expenses; integrating personnel, networks, financial systems and
operational systems; unforeseen legal, regulatory, contractual and other issues; unforeseen challenges from
operating in new geographic areas; and the diversion of management’s attention from our day-to-day business as
a result of the need to deal with the foregoing challenges, disruptions and difficulties.

Furthermore, even if we are successful in integrating our existing and new businesses, expected synergies
and cost savings may not materialize as anticipated or at all, resulting in lower than expected profit margins.
There is no assurance that we will be successful in acquiring new businesses or realizing any of the anticipated
benefits of the companies that we may acquire in the future. If we undertake acquisitions but do not realize these
benefits, it could have a material adverse effect on our business, prospects, results of operations and financial
condition.

Any downgrade of our credit ratings by an international rating agency could have a negative impact on our
business.

Any adverse revisions to our credit ratings for domestic or international debt by international rating agencies
may adversely impact the credit rating of our existing indebtedness (including the Notes), our ability to raise
additional financing and the interest rates and other commercial terms under which such additional financing is
available. This could hamper our ability to obtain financing for capital expenditures and to refinance or service
our indebtedness, which could have a material adverse effect on our business, prospects, results of operations and
financial condition.

Changes to IFRS standards for lease accounting and revenue recognition may adversely affect our financial
results.

Changes to International Financial Reporting Standards (“IFRS”) have been proposed in recent years, and
further changes may be proposed in the future. Following a detailed consultation period which began in July
2006, the International Accounting Standards Board (“IASB”) released a new standard (“IFRS 16”) on lease
accounting which will replace International Accounting Standards (“IAS”) 17 Leases and which will be effective
for financial reporting periods beginning on or after January 1, 2019. IFRS 16 could have an impact on the assets
and liabilities recorded in our balance sheet and the nature of costs recorded in our income statement. Although
there are some exceptions, we, as lessees, would be required to record all leases on the balance sheet as
liabilities, at the present value of the expected future payments, along with an asset reflecting the right to use the
asset over the lease term. Currently, operating leases are accounted for in the income statement as an expense in
the period incurred.

Additionally, IFRS 15, adopted on May 28, 2014, established a comprehensive framework for determining
whether, how much and when revenue is recognized from contracts with customers. IFRS 15 is effective for
financial reporting periods beginning on or after January 1, 2018 and replaces existing revenue guidance,
including IAS 18 Revenue, IAS 11 Construction Contracts and the International Financial Reporting
Interpretations Committee 13 Customer Loyalty Programs. Under IFRS 15, revenue must be recognized in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. IFRS 15 will principally affect post-paid arrangements used by telecommunication operators as regards
unbundling of revenue (including any subsidized items), accounting for changes in contracts, accounting for
subscriber acquisition costs and loyalty programs.

These and any other changes to IFRS that may be proposed in the future could have a material adverse
effect on our financial condition and results of operations.

Any change in the determination of our tax residency could have an adverse impact on our tax position.

The Company operates and will continue to operate, as a company that is resident in Romania for tax
purposes; other tax authorities may treat the Company as being tax resident elsewhere. The Company is not
incorporated in Romania; therefore, in order to be resident in Romania for tax purposes, the Company’s effective
management and control must be located (in whole or in part) in Romania. The test of effective management and
control is largely a question of fact based on all the circumstances. Even if the Company’s “effective
management and control” is in Romania, it would not be treated as Romanian-resident if (a) the Company were
concurrently resident in another jurisdiction (applying the tax residence rules of that jurisdiction) which has a
double tax treaty with Romania; and (b) that tax treaty allocates exclusive residence to that other jurisdiction.
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RISKS RELATING TO LEGAL AND REGULATORY MATTERS AND LITIGATION
We have been and may continue to be subject to competition law investigations and claims.

We have been in the past and may continue to be the subject of claims regarding alleged anticompetituve
behavior on the markets of the jurisdictions where we operate to restrict competition and limit consumer choice.

In February 2011, the RCC launched an investigation into the interconnection tariffs charged by all four
mobile telecommunication companies in Romania (Orange Romania, Vodafone Romania, Telekom Romania and
us). After operators committed to price outgoing calls to customers of other operators in line with the prices
charged for calls made within their respective networks, the investigation was closed in November 2015.

Separately, Antena TV Group S.A. (a leading media group in Romania, “Antena Group”), a Romanian TV
content provider, alleged in 2011, among other things, that we abused our dominant position by refusing to
transmit one of its channels via our network. The RCC commenced an investigation into this matter in August
2011. The investigation was completed in March 2015 and the underlying complaints were dismissed in their
entirety though the RCC noted that we enjoy a dominant position on the retransmission market in Romania. The
regulator’s decision was challenged by Antena Group in court. On October 3, 2016 the Bucharest Court of
Appeal upheld the RCC’s decision and dismissed Antena Group’s claims. The term for filing appeals to the
Romanian Supreme Court is pending. See “—We are subject to litigation with the Antena Group, Electrica
Distributie Transilvania Nord S.A. and other parties; unfavorable court decisions may have a material adverse
effect on our financial condition.”

We fully cooperated with the RCC in any proceedings in which we have been involved and intend to
continue to do so if we are the subject of future proceedings, but such proceedings are typically lengthy and
could take several years to be resolved. There is no assurance that the RCC will not conduct further
investigations on us or, if it does, that it will not impose sanctions on us as a result of such investigations. Such
sanctions may include fines of up to 1% of our total turnover in the year prior to the decision if we fail to provide
accurate and complete information to the RCC within the terms indicated by it or imposed by applicable law and
up to 10% of our total turnover in the year prior to the decision per individual violation of competition law,
which could have a material adverse effect on our business, prospects, results of operations and financial
condition.

The telecommunications and media sectors, amongst other industries, are under constant scrutiny by
national competition regulators in the countries in which we operate and by the European Commission. Whether
in the context of sector inquiries, antitrust investigations or in relation to requests for information, competition
authorities may, from time to time, have different interpretations of our behavior in the relevant markets or of the
clauses in the agreements that we enter into and construe them as potentially non-compliant with applicable
competition legislation. As a result, we could be subject to fines up to the amount mentioned above and/or other
restrictive measures.

In April 2013, the RCC opened a sector inquiry regarding, inter alia, electronic communication services
offered both as part of multiple-play packages and on a standalone basis. The same sector inquiry analyzed the
access to electronic communications infrastructure in Bucharest, and examined the sector in the rest of Romania
in order to evaluate the market power of the companies active in this sector. The RCC’s inquiry in connection
with the access to electronic communications infrastructure in Bucharest was finalized at the beginning of 2016
and the RCC’s conclusions, which were published in March 2016, included recommendations for increased
oversight by ANCOM of communication infrastructure operators (such as ourselves) and the monitoring of
non-discrimination obligations towards communication providers with whom such operators have entered into
agreements to provide communication infrastructure services. The component of the sector inquiry regarding
electronic communication services offered both as part of multiple-play packages and on a standalone basis is
still ongoing. The RCC is currently considering defining relevant multiple-play markets (as opposed to the
individual services market). There is no further information available in connection with the scope or the
outcome of the inquiry, and it will not become available until the inquiry is formally finalized and there is
currently no foreseeable date for the finalization of the inquiry. However, if as a result of this sector inquiry the
RCC reconsiders its definition of various markets in which we operate, this could result in stricter scrutiny of our
market behavior.

Sector inquiries are not targeted at particular companies and are concluded with reports describing the
markets analyzed and including recommendations for better market functioning. The RCC cannot apply fines as
a result of sector inquiry proceedings for anticompetitive conduct, but may decide to open new investigations
targeted at particular companies which may result in stricter scrutiny of our business and/or the imposition of
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fines. Additionally, the results of an inquiry could lead to lawsuits being brought by third parties, or, to the extent
we fail to provide accurate and complete information to RCC within the terms indicated by it or imposed by
applicable law in the context of such inquiries, RCC may fine us for up to 1% of our total turnover in the year
prior to the decision.

Failure to comply with existing laws and regulations or the findings of government inspections, or increased
governmental regulation of our operations, could result in substantial additional compliance costs or various
sanctions or court judgments.

Our operations and properties are subject to regulation by various government entities and agencies in
connection with obtaining and renewing various licenses, permits, approvals and authorizations, as well as
ongoing compliance with, among other things, telecommunications, audiovisual, energy, environmental, health
and safety, labor, building and urban planning, personal data protection and consumer protection laws,
regulations and standards. Regulatory authorities exercise considerable discretion in matters of enforcement and
interpretation of applicable laws, regulations and standards, the issuance and renewal of licenses, permits,
approvals and authorizations and monitoring licensees’ compliance with the terms thereof. We may sometimes
disagree with the way legal provisions are interpreted or applied by regulators and we may, from time to time,
challenge or contest regulatory decisions in the course of our business, which may affect our relations with
regulators. The competent authorities in the countries where we carry out our activities have the right to, and
frequently do, conduct periodic inspections of our operations and properties throughout the year. Any such future
inspections may result in the conclusion that we have violated laws, decrees or regulations. We may be unable to
refute any such conclusions or remedy the violations found.

In 2017, RCS & RDS was notified that an investigation has been opened by the Nasaud First Instance
Prosecutor’s Office in relation to a work accident that resulted in the death of one of its employees in 2015. At
this time, RCS & RDS, as employer, is being investigated for failure to comply with labor, health and safety
legislation, and manslaughter. The investigation is in the early stages and the case has not gone to court. There is
no assurance that the case will go to court or that, if it does go to court, that RCS & RDS will be deemed liable in
relation to the accident. However, if found guilty, the company may face criminal sanctions and payment of
damages, if such are requested.

Moreover, regulatory authorities may, from time to time, decide to change their interpretation of the
applicable legal or regulatory provisions, their policies or views of our businesses in ways that can significantly
impact our operations. For instance, we are subject to certain obligations as an operator with significant market
power in the market of access to fixed-line telephony and mobile telephony and, as our market share increases or
market conditions change, we could become subject to significant additional restrictions in the future, such as
having to comply with higher technical standards. Such restrictions may decrease or eliminate our competitive
advantage and could have a material adverse effect on our business, prospects, results of operations and financial
condition. To the extent these restrictions are deemed to be insufficient and the relevant telecommunications
regulator concludes that our market power is significant to the degree that there is no competition, we may even
become subject to user tariff control measures.

Because we are subject to a large number of changing regulatory requirements and market and regulatory
practices, we may not be in compliance with certain requirements under telecommunications and media laws,
consumer protection laws, personal data protection laws and regulations or regulatory decisions. For instance, we
have not always complied in a timely fashion with obligations relating to interconnection, including the
obligation that our interconnection agreements comply with ANCOM Decisions 89/2012, 106/2012 and
364/2014, and the obligation that we pay our regulatory fees. We were in breach of certain technical obligations/
parameters relating to our network and the provision of our services (e.g., level of noise/radiation above the
threshold, poor TV signal in certain villages/towns, etc.) for which we have received warnings from ANCOM
and small fines. We have generally remedied such breaches after receiving such sanctions from ANCOM but we
may be unable to remedy or timely remedy such breaches in the future. From time to time, our Spectrum License
FS-LCX 03/2005, issued on February 22, 2005 and last amended on July 10, 2015 for the use of the spectrum in
order to supply electronic communications via satellite at the national level (the “Satellite Spectrum License”),
may not cover some of our channels or up-link connections and our retransmission endorsements may not cover
some of our channels or may cover certain channels that we are not currently broadcasting. Additionally, we
may, from time to time, not be in full compliance with our “must carry” obligations and may have differing
interpretations of such obligations than public authorities. In 2011 we challenged, but failed to overturn, a
decision by the National Audiovisual Council of Romania (the “NAC”), the media regulatory authority in
Romania, that fined us for an alleged breach of the “must carry” obligations by refusing to carry GSP TV. Our
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failure to comply with existing laws and regulations (including conducting part of our operations without the
required licenses) and the findings of government inspections may result in the imposition of fines on us by both
ANCOM and NAC (ANCOM can impose fines of up to 5% of our total turnover in the year prior to the decision
in the event of repeated violations of regulatory obligations under current law in Romania; other sanctions,
including the suspension, amendment or termination of relevant licenses, permits, approvals and authorizations
may also be applied by the relevant authorities). To the extent certain clauses in our agreements with natural
persons are deemed unenforceable, a court may decide that such clauses must be removed from the agreements
and we may face minor administrative fines. In certain cases, some agreements may be terminated in full. In
addition, we could be required to discontinue certain of our business activities and our officers could be subject
to administrative and criminal penalties. Moreover, an agreement made or transaction executed in violation of
applicable law may be invalidated and unwound by a court decision. While we are not aware of any claim arising
from such agreements, we cannot rule out the possibility that such agreements would be subject to cancellation.
Any such decisions, requirements or sanctions, or any increase in governmental regulation of our operations,
could increase our costs and could have a material adverse effect on our business, prospects, results of operations
and financial condition.

It may be difficult for us to obtain all licenses, permits or other authorizations required to operate our existing
network or any other required licenses, permits or other authorizations, and once obtained they may be
amended, suspended or revoked or may not be renewed.

The operation of telecommunications networks and the provision of related services are regulated to varying
degrees by European, national, state, regional or local governmental and/or regulatory authorities in the countries
where we operate. Our operating licenses or authorizations specify the services we can offer and the frequency
spectrum we can utilize for mobile operations. The operating licenses are subject to review, interpretation,
modification or termination by the relevant authorities and the regulatory framework applicable to them may also
be amended. There is no assurance that the relevant authorities will not take any action that could materially
adversely affect our operations. Our operating licenses are generally renewable upon expiration. However, there
is no assurance that licenses will be renewed. If we fail to renew any of our licenses, we may lose the ability to
continue to operate the relevant business and the realizable value of our relevant network infrastructure and
related assets may be materially adversely affected. Some of these licenses and other authorizations are
particularly complicated and lengthy to obtain and may subject us to ongoing compliance obligations. Moreover,
if we fail to comply with the requirements of the applicable legislation or if we fail to meet any of the terms of
our licenses, our licenses and other authorizations necessary for our operations may be suspended or terminated.
A suspension or termination of our licenses or other necessary governmental authorizations could have a material
adverse effect on our business and results of operations.

Further, the deployment of our networks requires various approvals or permits from European, national,
state, regional or local governmental and/or regulatory authorities, particularly in relation to establishing base
stations for our mobile telecommunication services. These approvals and permits may include building,
construction and environmental permits, antenna and mast deployment approvals and various other planning
permissions. Obtaining these approvals and permits can be a complex process and is often characterized by
different practices and requirements at the various regulatory authorities which frequently results in inconsistent
and bureaucratic processes. Though we have a dedicated team tasked with obtaining the required licenses,
permits and other authorizations, due to the inherent challenges of these regimes, we have experienced, and may
continue to experience, difficulties in obtaining some of these approvals and permits, which has led us to operate
without necessary authorizations in some instances and may require us to exert considerable effort and incur
considerable expenses in order to implement suitable alternatives or could result in fines or other penalties being
imposed by regulators. This could have a material adverse effect on our business, prospects, results of operations
and financial condition.

Many components of our network are based on contracts, which may currently be undocumented or may be
terminated or otherwise cancelled, and we may be required to move some of our networks, which may disrupt
service and cause us to incur additional expenses.

In Romania, we currently provide our cable TV, fixed-line telephony and fixed internet and data services
through networks that are mostly above-ground and for which we lease the right to use poles from electricity and
public transportation companies. In Hungary, we provide our cable TV, fixed-line telephony and fixed internet
and data services through networks that are mostly underground. In Romania and Hungary, market participants,
including us, may not always be able to obtain or use the necessary permits for developing, building and
completing networks in a timely manner or at all, and this may result in such networks (including mobile
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network base stations) not being fully authorized. Starting in 2011 (and earlier with respect to certain towns and
cities), Romanian authorities implemented a series of regulatory measures which led to a virtual prohibition on
building above-ground networks on public property (in particular, in urban areas) and imposed pressure to move
our existing networks underground. Although in recent years urban regulations were partially relaxed so as to
allow above-ground infrastructure building in rural areas, this regulatory trend is continuing and may lead to
forced change in network building practices, as well as to obligations to change existing network locations,
which would involve significant capital expenditure. We are moving our networks underground in cities where
local authorities have granted us the required authorizations expediently or where the necessary infrastructure
was already available. However, we may not be in compliance in all instances with obligations to move our
networks underground or we may have differing interpretations with respect to the imposition of such obligations
by public authorities. If we were forced to place our networks underground pursuant to plans of authorities that
contemplate impractical solutions, our costs for providing services may increase and our customer satisfaction
may be adversely affected. In addition, if we are found not to be in compliance with such obligations, or
otherwise found to be in violation of other restrictive covenants, easements or rights of way, we may face fines or
service interruptions while we relocate our networks.

Additionally, certain agreements for the lease of poles from third parties are and continue to be arranged on
an undocumented basis, creating a risk that they could be discontinued in the future. Certain agreements we have
entered into for the purpose of developing our networks, including some of the agreements entered into with
electricity distribution companies and public authorities for the lease of the majority of the poles that support our
above-ground fixed fiber optic networks, have been entered into with persons whose title to the leased assets or
authority and capacity to enter into such agreements were not fully verifiable or clear at the time they entered
into the agreement, among other reasons, because of unclear and constantly changing legislation. Moreover,
some of the agreements were entered into without observing applicable formalities (e.g., on public tender).
Therefore, we cannot rule out the possibility that such agreements would be subject to cancellation or revocation.
We are not aware of any claim with regard to irregularities related to such leases. If such claims were to arise and
be successful, re-locating our network or developing additional suitable sites for our mobile network base
stations would entail significant costs and expenses and could cause service interruptions. Additionally, some of
our agreements with third parties with respect to our network (including mobile network base stations) were not
executed in authenticated form in accordance with Romanian law and, as such, they, or the building permits
obtained on this basis, may be invalidated. Moreover, certain of our lease agreements have provisions allowing
the lessor to terminate the lease at its option, subject to prior notice ranging from 10 to 90 days.

A significant portion of our above-ground fixed fiber optic network in Romania and Hungary is built on
poles leased from the various regional electricity distribution companies. Half of such contracts expired in the
past several months and, while they are continued as a matter of commercial practice and negotiations continue,
there is no formal agreement in place. Currently ongoing litigation among companies within the Group and
certain of these companies, including litigation whereby we challenge their claimed territorial exclusivity with
regards to electricity distribution, may impair our relations with them and trigger unpredictable and potentially
abusive behavior on their part and affect our ability to re-negotiate and re-new the lease agreements concluded
with them. See “—We are subject to litigation with the Antena Group, Electrica Distributie Transilvania Nord
S.A. and other parties; unfavorable court decisions may have a material adverse effect on our financial
condition.”

Failure to renew, termination or cancellation of the agreements concluded in relation to the location of our
various network components may result in additional costs for re-execution of such agreements, material capital
expenditure for the implementation of an alternative solution, or in the worst case in a loss of business if there is
no adequate alternative or there is a delay in securing such an alternative.

Any of these network-related risks could have a material adverse effect on our business, prospects, results of
operations and financial condition.

If we infringe the intellectual property rights of third parties, or if we are otherwise held liable for
infringements in relation to information disseminated through our network, we could face protracted
litigation and, in certain instances, lose access to transmission technology or content.

The telecommunications industry in the markets in which we operate is characterized by the existence of a
large number of patents and trademarks. Objections to the registration of new trademarks from third parties and
claims based on allegations of patent and/or trademark infringement or other violations of intellectual property
rights are common. Further, as the number of entrants into the Romanian and Hungarian markets increases and
the overlap of product function expands, the possibility of such allegations increases. For instance, in 2014 and
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2015, Discovery Communications Inc. (Discovery) challenged the registration by the Romanian intellectual
property authority of five trademarks used to brand some of our TV channels, alleging that those trademarks
were similar to the ones owned by Discovery. Claims in relation to two trademarks were dismissed and the
underlying decisions of the Romanian intellectual property authority were challenged in court by Discovery in
2015. The court of the first instance confirmed those dismissals on procedural grounds, but Discovery has
appealed that decision. Defending intellectual property claims, such as the foregoing, requires us to engage in
lengthy and costly litigation and divert the attention of our senior management and technical personnel from our
businesses. Successful challenges to our rights to intellectual property or claims of infringement of a third party’s
intellectual property could require us to incur monetary liability, temporarily or permanently discontinue the use
of the respective intellectual property, or enter into royalty or licensing agreements, which may not be available
on commercially reasonable terms or at all. If we were required to take any such action, it could have a material
adverse effect on our business, prospects, results of operations and financial condition.

The infringement of patents and proprietary rights of others may also lead to the loss of access to
transmission technology or programming content, damage third-party interests and render us unable to deliver
the content that our customers expect, which could materially adversely affect our business, prospects, results of
operations and financial condition. In the event that access to transmission technology is lost, alternative
technology would need to be purchased, which may result in an interruption of services and increases in costs.

We may also be subject to claims for defamation, negligence, copyright or other legal claims relating to the
programming content or information that we broadcast through our network or publish on our websites. Any such
claims could include actions under the censorship and national security laws of countries in which we broadcast.
In the event that we receive a valid and substantial infringement claim we would need to cease broadcasting the
infringing content or information.

We are subject to payments related to collective copyright organizations which may vary.

In Romania and Hungary we are obliged to make payments to various collective copyright protection
organizations as compensation for the use of copyrighted content in the programming delivered by us through
our cable TV and DTH services, and copyrighted content used on our website and OTT platform. These amounts
are not fixed and are determined by negotiation in accordance with a methodology based on certain legal
provisions and relevant European practices. There can be no assurance that amounts payable to various collective
copyright protection organizations will not increase in the future or that additional claims could not arise in
relation to our past activity or that we will not be subjected to penalties or fines for delaying payments. Since we
may not be able to pass on such increases in costs to our customers, such increases, penalties or fines could have
a material adverse effect on our results of operations and financial condition.

Adbverse decisions of tax authorities or changes in tax treaties, laws, rules or interpretations could have a
material adverse effect on our results of operations and cash flow.

The tax laws and regulations in Romania, the Netherlands, Hungary, Spain and Italy may be subject to
change, and there may be changes in interpretation and enforcement of tax law. These changes in tax law and/or
interpretation and enforcement of the tax law may be difficult for us to predict, and we may therefore be
unprepared for these changes. As a result, we may face increases in taxes payable if tax rates increase, or if tax
laws or regulations are modified by the competent authorities in an adverse manner, which could have a material
adverse effect on our cash flows, business, prospects, results of operation and financial condition for any affected
reporting period.

In addition, such authorities periodically examine or audit the Group and a review by the Romanian tax
authorities in the tax affairs of RCS & RDS for the years 2013 to 2015 is currently ongoing. This review is for
verification purposes only (i.e., not due to an infringement) and such reviews are common in Romania for
companies of our size. We regularly consider the likelihood of assessments and, for probable adverse
assessments, have established tax allowances, which represent management’s best estimate of the potential
assessments. The resolution of any of these tax matters could differ from the amount provisioned, which could
have a material adverse effect on our cash flows, business, prospects, results of operation and financial condition
for any affected reporting period.

We are subject to litigation with the Antena Group, Electrica Distributie Transilvania Nord S.A. and other
parties; unfavorable court decisions may have a material adverse effect on our financial condition.

We are engaged in litigation with the Antena Group (a leading media group in Romania). The litigation
commenced in April 2011 and involves several proceedings. The Antena Group is requesting, in principal, the
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following: (i) approximately €100 million in damages for alleged breaches by us of audiovisual and competition
legislation (among others, the “must carry” rules), and other remedies that would principally require us to
provide the channels broadcast by the Antena Group free of charge to our customers; (ii) approximately
€40 million in damages for alleged breaches of Antena Group’s intellectual property rights, mainly consisting of
our retransmission of Antena Group’s channels following their request based on the “must carry” rules; (iii) an
order directing us, based on an alleged abuse of dominant position, to enter into a pay TV carriage arrangement
with the Antena Group on the same terms and conditions as those that we agreed with the CME Group (another
leading Romanian media group) in 2013; and (iv) payment of other amounts totalling approximately
€3.3 million, based on several agreements. To date, we have received various favorable court decisions in
relation to these proceedings and other past litigation initiated by Antena Group, including the irrevocable
dismissal of all insolvency petitions. The claims under (i) and (iii) above are currently suspended pending final
settlement of a case initiated by us against Antena Group. We also filed counterclaims against various Antena
Group entities alleging damages for breach of contract of €2.6 million and for reputational and other indirect
damages of €1.2 million, which were partially admitted by the first instance courts, but are subject to appeal.
Should we face adverse judgments in some or all of these proceedings, we may be forced to change our business
model in respect of providing “must carry” channels to our customers, which may include a requirement to offer
a package of “must carry” channels free of charge. In addition, we may be required to pay significant damages to
the Antena Group and/or to conclude pay TV carriage arrangement(s) with them.

In 2015, Electrica Distributie Transilvania Nord S.A. (the incumbent electricity distributor from the North-
West of Romania) challenged the concession agreement we have concluded with the local municipality from
Oradea regarding the use of an area of land for the development of an underground cable trough in court, arguing
that the tender whereby we obtained the concession agreement was irregularly carried out. Furthermore, Electrica
Distributie Transilvania Nord S.A. claims that the cable trough is intended to include electricity distribution
wires that would breach its alleged exclusive right to distribute electricity in the respective area.

Based on our request, the trial was suspended pending final settlement of (i) our challenge regarding the
failure by the claimant to pay required stamp duties and (ii) a separate lawsuit in which two Group companies are
challenging the validity of the alleged exclusivity rights of incumbent electricity distributors. Should the final
court decision be unfavorable to us, it may result in a partial or total loss of our investment in the underground
cable trough. The high stakes of the litigation with the subsidiaries of Electrica S.A. (“Electrica”), (the largest
distributor of electrical energy in Romania) essentially disputing the alleged exclusivity rights of incumbent
electricity distributors, may also impair our contractual relations with Electrica and its subsidiaries and,
consequently, could have a material adverse effect on our operations, business, prospects, results of operations
and financial condition. See “—Many components of our network are based on contracts which may be
terminated or otherwise cancelled, and we may be required to move some of our networks, which may disrupt
service and cause us to incur additional expenses.”

Failure to comply with anti-corruption laws, or allegations thereof, could have a material adverse effect on
our reputation and business.

While we are committed to doing business in accordance with applicable anti-corruption laws, we face the
risk that members of the Group or their respective officers, directors, employees, agents or business partners may
take actions or have interactions with persons that violate such anti-corruption laws, and may face allegations
that they have violated such laws.

For example, a complaint that we filed with the National Anti-Corruption Directorate of Romania (the
“Anti-Corruption Directorate”) in 2013 alleging that a criminal offense had been perpetrated against one of the
directors of RCS & RDS prompted the Anti-Corruption Directorate to look into a 2009 joint venture agreement
between us and Bodu SRL with respect to a large events hall in Bucharest and question whether the agreement
complied with Romanian anti-corruption laws. Bodu SRL is controlled by Mr. Dumitru Dragomir, the former
President of Liga Profesionistd de Fotbal (Romanian Professional Football League) (“LPF”), the entity that
organizes and runs the Liga 1 competition. We have fully cooperated with all requests by the Anti-Corruption
Directorate in relation to the ongoing investigation. In 2016 we acquired the events hall and we use it for our
corporate purposes, for providing services to our employees and we also lease it to third parties.

Separately, the Anti-Corruption Directorate investigated certain commission payments that the LPF
allegedly made at the direction of Mr. Dumitru Dragomir to a certain intermediary using the funds it had
previously received from us in exchange for the exclusive right to broadcast the matches of Liga 1. That
investigation has resulted in the prosecution of Mr. Dumitru Dragomir for illegal use of funds, money laundering
and tax fraud. In June 2016, the Bucharest Tribunal imposed a 7-year prison sentence (subject to appeal) for
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Mr. Dragomir. Our broadcasting contract with the LPF is not being investigated. Also, we do not, and did not in
the past, have any commercial relationship with the intermediary that is claimed to have been involved in the
alleged money laundering scheme. No accusations have been advanced against us by the Anti-Corruption
Directorate in relation to the above matter. However, if we are alleged or found to have violated applicable anti-
corruption laws in this or any other matter, any such allegations or violation may have a material adverse effect
on our reputation and business.

We may be subject to fines, awards of damages or other penalties arising from legal proceedings, contractual
claims and disputes, as well as negative publicity arising therefrom.

We are involved in legal proceedings from time to time, which may lead to the imposition of damages, fines
or other penalties on us. We may be adversely affected by other contractual claims, complaints and litigation,
including from counterparties with whom we have contractual relationships, customers, competitors or regulatory
authorities, as well as any adverse publicity that we may attract. Any such litigation, complaints, contractual
claims, or adverse publicity could have a material adverse effect on our business, reputation, results of operation
and financial condition.

RISKS RELATING TO INVESTMENTS IN COUNTRIES WHERE WE OPERATE

The economies of the countries where we operate are more vulnerable to fluctuations in the global economy
than developed markets. Negative global economic developments could have a materially adverse effect on
these countries and the value of the Shares.

The economies of the countries where we operate are vulnerable to market downturns and economic
slowdowns elsewhere in the world. The impact of global economic developments is often felt more strongly in
emerging markets such as Romania and Hungary than it is in more mature markets. As has happened in the past,
financial problems or an increase in the perceived risks associated with investing in emerging economies could
dampen foreign investment in the countries where we operate and their economies could face severe liquidity
constraints, causing them to, among other things, raise tax rates or impose new taxes, with a significant impact on
our activities. See “—Risks relating to our business—We may be adversely affected by continued uncertainties,
challenging conditions in the global economy or volatile equity and credit markets.” Any such development may
materially adversely affect the value of the Shares.

The current and upcoming social, political and military conflicts in the region of our operations may have
consequences which may materially adversely affect our business.

Since early 2014, Ukraine, which neighbors both Romania and Hungary, has been confronting a severe
internal crisis in which the Russian Federation is also alleged to be heavily involved. During this crisis, Ukraine
lost control over the peninsula of Crimea to the Russian Federation and lost control over a significant part of its
other eastern territories to pro-Russian separatists. In response to the perceived heavy intervention (including
military intervention) by the Russian Federation in Ukraine, the United States and the European Union have
imposed several sets of economic sanctions and are threatening further sanctions in the future. The Russian
Federation has denied its involvement and has imposed certain retaliatory economic sanctions.

In addition, the ongoing political instability in the Republic of Moldova, another country neighboring
Romania, threatens to trigger another political conflict in the region. Also, many EU countries, including
Hungary, have suffered from the recent massive migration of Middle East refugees, which has had a profound
impact on their economic, social and political environments. Hungary’s response to the refugee crisis has been
questioned by EU officials. Although we are not currently affected by the above developments, they have the
potential to cause materially adverse economic conditions, social turmoil or, in a worse case, military
confrontation in the region.

Effects are to a large extent unpredictable, but may include drop in investments caused by uncertainty,
further economic sanctions which may negatively affect the economies of our countries of operation, significant
currency fluctuations, increases in interest rates, decreases in the availability of credit, trading and capital flows
and increases in energy prices.

These and other unforeseen negative effects of the crises in the region could have a material adverse effect
on our business, prospects, results of operations and financial condition.
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The UK referendum resulting in a vote to have the United Kingdom leave the European Union could create
political and economic uncertainty and risk which may negatively affect the markets in which we operate and
our business.

The UK referendum resulting in a vote for the United Kingdom to leave the European Union (‘“Brexit”), has
created volatility in the global financial markets and could contribute to prolonged uncertainty around certain
aspects of the European and global economies as well as European companies and consumers. Brexit is likely to
continue to adversely affect European and worldwide economic conditions and could contribute to greater
instability in the global financial markets before and after the terms of the United Kingdom’s future relationship
with the European Union are settled. Brexit could also affect the general political environment in the European
Union as well as the stability and standing of the European Union as a single market.

Until more clarity is available around the legal, political and economic realities and requirements for having
the United Kingdom leave the European Union, political and economic uncertainty, notably in European markets,
may occur, which could lead to a downturn in the markets in which we operate and a decrease in spending and
investment. Additionally, this uncertainty can lead to an increase in costs for us due to legal and regulatory
changes as well as currency exchange rate fluctuations between the euro and Romanian leu, Hungarian forint and
the U.S. dollar. These effects could have an adverse effect on our business, investments and potential growth into
Europe. These factors could increase our operating costs, delay capital expenditure programs, or place additional
regulatory burdens on us that could have a material adverse effect on our business, prospects, results of
operations and financial condition. Furthermore, as a result of this uncertainty, financial markets could
experience significant volatility which could adversely affect the price of our Shares.

In addition, Brexit has led to general volatility in the currency exchange market. Increased volatility in the
currency exchange market as a result of Brexit could also materially adversely affect the Group’s results of
operations as the Group may be unable to implement adequate strategies to protect against currency exchange
risk.

Corruption could create a difficult business climate in some of the markets where we operate.

Corruption is one of the main risks confronting companies with business operations in Romania and
Hungary. International and local media, as well as international organizations, have issued numerous alerting
reports on the levels of corruption in these countries. For example, the 2016 Transparency International
Corruption Perceptions Index, which evaluates data on corruption in countries throughout the world and ranks
countries from 1 (least corrupt) to 176 (most corrupt), ranked both Romania and Hungary in the 57th position
(2015: 58 and 50; 2014: 69 and 47, respectively).

Corruption has been reported to affect the judicial systems and some of the regulatory and administrative
bodies in Romania and Hungary, which may be relevant for our businesses. Although it is difficult to predict all
of the effects of corruption on our operations, it can, among other things, slow down approvals of regulatory
permits and licenses we need to conduct our business. Therefore, corruption could have a material adverse effect
on our business, prospects, results of operations and financial condition and on the trading price of the Offer
Shares.

We operate mainly in emerging markets that may experience rapid or unforeseen economic or political
changes, either of which could have a material adverse effect on our business, prospects, results of operations
and financial condition.

Romania and Hungary have undergone substantial political, economic and social change in recent years. As
is typical of emerging markets, they do not possess the full business, legal and regulatory infrastructures that
would generally exist in more mature free market economies. In addition, the tax, currency and customs
legislation in Romania and Hungary are subject to varying interpretations and changes, which can occur
frequently. See “—The legal and judicial systems in some of our markets of operation are less developed than
other European countries, which makes an investment in the Shares more risky than investments in securities of
an issuer that operates in a more developed legal and judicial system.” These issues continue to result in
relatively high poverty rates and low wages.

Moreover, both of these countries have experienced periods with significant political instability. In
particular, for the past several years, the political environment in Romania, our primary market, has been
unstable, dominated by political conflict and under significant pressure from street protests mainly aimed, in
2017, at legislative proposals of the Parliament and the Government to amend the Criminal Code and to
decriminalize certain criminal acts, restricting voting abroad during the 2014 presidential election and corruption
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claims related to a fire in a nightclub in Bucharest in October 2015 which resulted in over 60 casualties. The
latter resulted in the replacement of the entire social democrat-led cabinet with a new technocratic government,
vested with a one-year mandate, which expired after the parliamentary elections held in December 2016. The
parliamentary elections held in December 2016, marked by relatively low turnout, were won by the social-
democratic party, resulting in a new social-democrat led government which was sworn in on January 4, 2017. In
January 2017, a new wave of protests (the largest since the 1989 revolution) erupted in connection with an
emergency decree adopted by the government, which decriminalized certain offenses, such as certain types of
official misconduct, and would have resulted in de facto amnesty for thousands of corruption cases and
threatened the anti-corruption effort which has intensified over the recent years. Protests have taken place in over
fifty cities across the country. In the face of this large-scale backlash, the emergency decree was repealed on
February 5, 2017. Political instability and the increasing direct pressure in the form of large street protests could
delay or stop economic and regulatory reforms in Romania.

In Hungary, our other core market, the ruling party, which has been in power since 2010 and was re-elected
in 2014 for a new four year term, introduced various policies and measures that raised certain concerns about the
rule of law, including taxes with retroactive application and a new constitution that has been scrutinized by
international organizations (including the EU Commission). In addition, legislation passed in 2013 has led to a
significant increase in the cost of judicial enforcement against our non-paying customers. The Hungarian
opposition towards the European Union’s reaction to the migration crisis (significantly affecting Hungary in its
early stages) might additionally encourage the present government to adopt national protective measures that
might discourage foreign presence or investments in Hungary. Any disruption of the reform policies and
recurrence of political or governmental instability could have a material adverse effect on us and the value of
investments related to Romania and Hungary, including the Shares.

The future economic direction of the markets in which we operate remains largely dependent upon the
effectiveness of economic, financial and monetary measures undertaken by their respective governments,
together with tax, legal, regulatory, and political developments. Our failure to manage the risks associated with
our business in emerging markets could have a material adverse effect on our results of operations.

Any downgrade of Romania’s or Hungary’s credit ratings by an international rating agency could have a
negative impact on our business.

The long-term foreign and domestic currency debt of Romania is currently rated BBB-/A-3 by S&P, Baa3
by Moody’s and BBB-/BBB by Fitch; while the long-term foreign and domestic currency debt of Hungary is
currently rated BBB- by S&P, Baa3 by Moody’s and BBB- by Fitch. Any adverse revisions to Romania’s or
Hungary’s credit ratings for domestic or international debt by these or similar international rating agencies may
materially adversely impact our ability to raise additional financing and the interest rates and other commercial
terms under which such additional financing is available. This could hamper our ability to obtain financing for
capital expenditures and to refinance or service our indebtedness, which could have a material adverse effect on
our business, prospects, results of operations and financial condition.

Romania’s difficulties related to its integration with the European Union and Hungary’s repeated backlashes
against the European Union may adversely affect our business.

Romania entered the European Union in January 2007 and continues to undergo legislative changes due to
its accession to, and its continued integration with, the EU. As part of the accession process, the European Union
has established a series of measures for Romania in order to fulfill basic EU membership requirements. The
European Commission was tasked with monitoring Romania’s progress, which it does by issuing annual
compliance reports. Although the European Commission’s progress report on the Co-operation and Verification
Mechanism with Romania published on January 25, 2017 praised the country’s progress in some areas (e.g., its
efforts to combat corruption, increased independence of the judicial system, integrity framework, etc.), it also
highlighted a number of issues that need to be further addressed (e.g., the need for a robust and independent
system for appointing top prosecutors, respect for the judges and the judicial process, outstanding legislative
irregularities, certain inconsistencies with law enforcement, etc.). The European Commission will focus on these
aspects in monitoring Romania in 2017 and is providing continuous support in order to help Romania meet the
objectives of the Co-operation and Verification Mechanism. Unless satisfactory actions are taken, Romania could
face EU sanctions, which could have a material adverse effect on financial operations, investments and capital
flows in the country, and consequently, on our business, prospects, results of operations and financial condition,
as well as on the trading price of the Offer Shares. Such sanctions may take the form, for example, of a
temporary suspension of the application of relevant provisions governing the relations of Romania with any other
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EU member state or member states or the suspension of member states’ obligations to recognize and enforce,
under the conditions laid down in EU law, Romanian judgments and judicial decisions.

The current Hungarian Government has repeatedly adopted positions which were at odds with those of the
EU institutions, especially in the context of the 2015-2016 migrant crisis, during which Hungary strongly
rejected the migrant quota plan and prompted widespread criticism from EU officials. Continued backlash by
Hungary against the European Union’s response to social, economic and/or political events may create
uncertainty as to Hungary’s commitment to its membership in the European Union and result in a material
adverse effect on financial operations, investments and capital flows in Hungary, and consequently, on our
business, prospects, results of operations and financial condition, as well as on the trading price of the Offer
Shares.

The legal and judicial systems in some of our markets of operation are less developed than other European
countries, which makes an investment in the Shares more risky than investments in securities of an issuer that
operates in a more developed legal and judicial system.

The legal and judicial systems in Romania and Hungary are less developed than those of other European
countries. Commercial law, competition law, securities law, company law, bankruptcy law and other areas of law
in these countries are relatively new to local judges and such related legal provisions have been and continue to
be subject to constant changes as new laws are being adopted in order to keep pace with the transition to a market
economy and EU legislation. Existing laws and regulations in Romania and Hungary may be applied
inconsistently or may be interpreted in a manner that is restrictive and non-commercial. It may not be possible, in
certain circumstances, to obtain legal remedies in a timely manner in these countries. The relatively limited
experience of a significant number of the magistrates practicing in these markets, specifically with regard to
capital markets issues, and the existence of a number of issues relating to the independence of the judiciary
system may lead to ungrounded decisions or to decisions based on considerations that are not grounded in the
law.

In addition to the foregoing, resolving cases may at times involve very considerable delays. The court
systems in Romania and Hungary are underfunded relative to those of other European countries. The
enforcement of judgments may also prove difficult, which means that the enforcement of rights through court
systems may be laborious, especially where such judgments may lead to closure of businesses or job losses. This
lack of legal certainty and the inability to obtain effective legal remedies in a timely manner may adversely affect
our business, and may also make it difficult for investors in the Shares to address any claims that they may have.

Investors may be unable to effect service of process or enforce foreign judgments against us or our assets in
the jurisdictions in which we operate or our executive officers reside.

Our presence outside of the United States and the United Kingdom may limit the legal recourse investors in
the Shares may enjoy against us. The Company is incorporated under the laws of the Netherlands and RCS &
RDS is incorporated under the laws of Romania and its subsidiaries are incorporated under the laws of Romania,
Hungary, Spain and Italy. All of our directors and executive officers reside outside the United States and the
United Kingdom, principally in Romania, Hungary, Poland and Spain. All or a substantial portion of the assets
and the assets of our directors and executive officers are located outside of the United States and the United
Kingdom, principally in Romania, Hungary, Poland and Spain.

Romanian law may make it difficult to enforce judgments against us that were obtained in foreign courts.
The laws of Romania permit an action to be brought before a court of competent jurisdiction in Romania for the
recognition and enforcement of a final and conclusive judgment in personam rendered by a court from an EU
member state, provided that the relevant conditions set forth in EC Regulation No. 1215/2012 on jurisdiction and
the recognition and enforcement of judgments in civil and commercial matters are met. However, other
conditions may be applicable with respect to specific matters, under special Romanian legislation or international
conventions. Similar rules on the recognition and enforcement of foreign court judgments apply to judgments
issued in non-EU member states which are parties to the 2007 Lugano Convention on jurisdiction and the
recognition and enforcement of judgments in civil and commercial matters.

Judgments rendered by courts in the United States and other non-EU member states which are not parties to
the 2007 Lugano Convention are subject to different requirements, and may be more difficult to enforce. Subject
to special internal legislation (including ratified international conventions) regulating the recognition and
enforcement of foreign judgments on specific matters, Romanian law allows an action to be brought before a
court of competent jurisdiction in Romania for the recognition of a judgment in personam rendered by a court of
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a non-EU member state, provided that the relevant conditions in respect of recognition of foreign judgments set
out under the Romanian Civil Procedure Code are met. Furthermore, the recognition and enforcement of foreign
judgments in administrative, customs, criminal or other public law related matters is subject to special legislation
and certain conditions may need to be fulfilled. There is no treaty between the United States and Romania
providing for reciprocal recognition and enforcement of foreign court judgments in civil and commercial matters.
However, under Romanian law reciprocity is presumed to exist de facto unless there is proof to the contrary, such
proof to be determined by the Romanian Ministry of Justice, in consultation with the Romanian Ministry of
Foreign Affairs. The limitations set out above may deprive investors in the Shares of effective legal recourse for
claims related to their investment.

In addition, investors may not be able to serve process on our directors and executive officers or us in the
United States or enforce judgments obtained in U.S. courts against them or us based on the civil liability
provisions of U.S. federal securities laws. It is unclear if original actions of civil liabilities based solely upon U.S.
federal securities laws are enforceable in courts outside the United States. Any enforcement action in a court
outside the United States will be subject to compliance with procedural requirements under applicable local law,
including the condition that the judgment does not violate the public policy of the applicable jurisdiction, and
requirements relating to the service of process.

RISKS RELATING TO OUR FINANCIAL POSITION

Our substantial leverage and debt servicing obligations could have a material adverse effect on our business,
prospects, results of operations and financial condition.

As at December 31, 2016, including in accordance with the covenants agreed under SFA Facility Al and
SFA Facility A2 (as defined below), our total net debt was €763.1 million and our net leverage ratio was 2.9x,
which is based on our consolidated total net indebtedness to consolidated EBITDA as set out in the relevant SFA
Facility A1l and SFA Facility A2 covenants. Including the covenants agreed under the 2016 Notes (as defined in
“Part 10—Operating and financial review—Liquidity and capital resources”), our total gross debt was
€772.6 million and gross leverage ratio was 3.0x. Additionally, for the year ended December 31, 2016 and in
accordance with the covenants agreed under the SFA Facility Al, SFA Facility A2 and SFA Facility B (as
defined below) as well as the ING Facilities Agreement, our EBITDA to total interest ratio (calculated as interest
payable, less interest receivable, adjusted to take account of amounts in the nature of interest payable and
receivable under our interest rate hedging arrangements) was 5.48 to 1. On October 7, 2016, the Company, as
original guarantor, and RCS & RDS, as borrower, entered into the Senior Facilities Agreement and on
October 26, 2016 RCS & RDS drew (a) RON930.0 million (€204.8 million equivalent as at December 31, 2016)
under a term loan facility (the “SFA Facility A1”) and repaid the senior facilities agreement dated April 30, 2015
(the “2015 Senior Facilities Agreement”) in full; and (b) RON600.0 million (€132.1 million equivalent as at
December 31, 2016) under a second term loan facility (the “SFA Facility A2”).

Our leverage can have important consequences for our business and operations, including:
* making it more difficult for us to satisfy our obligations with respect to our debt and liabilities;

* requiring us to dedicate a substantial portion of our cash flow from operations to payments on our debt,
thus reducing the availability of our cash flow to fund internal growth through working capital and capital
expenditures and for other general corporate purposes;

* increasing our vulnerability to a downturn in our business or economic or industry conditions;

* placing us at a competitive disadvantage compared to our competitors that have less debt in relation to
cash flow;

* limiting our flexibility in planning for, or reacting to, changes in our business and our industry;
* negatively impacting credit terms with our creditors;
* restricting us from exploiting certain business opportunities; and

* limiting our ability to borrow additional funds or raise equity capital in the future and increasing the costs
of such additional financings.

Any of these or other consequences or events could have a material adverse effect on our ability to satisfy
our debt obligations.

Additionally, we may incur substantial additional indebtedness in the future which could increase the risks
listed above. Although the indenture governing the 2016 Notes (the “Indenture”), the intercreditor agreement
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originally dated November 4, 2013, as amended and restated on October 26, 2016 and which establishes the
relative rights of certain of our creditors under our financing arrangements (the “Intercreditor Agreement”) and
the Senior Facilities Agreement contain restrictions on the incurrence of additional indebtedness, these
restrictions are subject to a number of significant qualifications and exceptions, and under certain circumstances,
the amount of indebtedness that could be incurred in compliance with those restrictions could be substantial. In
addition, such agreements do not prevent us from incurring obligations that do not constitute indebtedness as
such term is defined therein. Any of these or other consequences or events could have a material adverse effect
on our business, prospects, results of operations and financial condition.

We are subject to restrictive debt covenants that may limit our ability to finance our future operations and
capital needs and to pursue business opportunities and activities.

The Indenture limits our ability to:

* incur or guarantee additional indebtedness that would cause us to exceed a consolidated leverage ratio of
3.75t0 1;

e pay dividends or make other distributions, purchase or redeem our stock or prepay or redeem
subordinated debt;

* make investments or other restricted payments;

* sell assets and subsidiary stock;

* enter into certain transactions with affiliates;

e create liens;

* consolidate, merge or sell all or substantially all of our assets;

* enter into agreements that restrict certain of our subsidiaries’ ability to pay dividends; and
* engage in any business other than a permitted business.

In addition, the Senior Facilities Agreement and the ING Facilities Agreement contain covenants that limit
our ability to incur and assume debt and/or require us to maintain a net leverage ratio of 3.25 to 1 and the Senior
Facilities Agreement and the ING Facilities Agreement require us to maintain a consolidated EBITDA to total
interest ratio of 4.25 to 1. For purposes of calculating these ratios, consolidated total net debt is defined as, at any
time, an amount equal to the aggregate amount (without duplication) of all financial indebtedness of the Group
less the aggregate amount at that time of all applicable cash and cash equivalents held by any Group member.
Consolidated EBITDA means, for any testing period, the sum of consolidated net income, plus the following to
the extent deducted in calculating such consolidated net income: all income tax expense of each Group member;
ratio interest payable; depreciation and amortization expense of each Group member (excluding amortization
expense attributable to a pre-paid item that was paid in cash in a prior period); and all other non-cash charges of
each Group member (excluding any such non-cash charge to the extent that it represents an accrual of or reserve
for cash expenditures in any future period) less all non-cash items of income of each Group member (other than
accruals of revenue by each Group member in the ordinary course of business). Our EBITDA to total interest
ratio is the ratio of our EBITDA to our interest payable, less interest receivable, adjusted to take account of
amounts in the nature of interest payable and receivable under our interest rate hedging arrangements.
Additionally, the Senior Facilities Agreement requires us to have positive equity. Further, the 2016 Notes, the
Senior Facilities Agreement and the ING Facilities Agreement limit, among other things, our ability to acquire or
sell certain assets, to undergo certain corporate actions (such as mergers and de-mergers), to create security over
our assets and to open or maintain bank accounts or to enter into banking relationships with certain financial
institutions.

Although all of these limitations are subject to significant exceptions and qualifications, these covenants
could limit our ability to finance our future operations and capital needs and our ability to pursue acquisitions and
other business activities that may be in our interest.

If we fail to comply with any of these covenants, we will be in default under our financial indebtedness
(including the Indenture), and the relevant trustee, holders of the indebtedness or the applicable lenders could
declare the principal and accrued interest on the 2016 Notes or the applicable loans due and payable, after any
applicable cure period. These restrictions could materially adversely affect our ability to finance future
operations or capital needs or engage in other business activities that may be in our best interest.
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Any impairment of our ability to draw funds under the Senior Facilities Agreement, the ING Facilities
Agreement and the Citi Facilities Agreement could materially adversely affect our business operations.

Our operations have been primarily financed using cash generated in our operations and debt financing. We
rely on our senior revolving credit facilities under the Senior Facilities Agreement, the Citi Facilities Agreement
and the ING Facilities Agreement to fund our business operations and for various other purposes. Further, if we
were unable to draw funds under our senior revolving credit facilities, we may need to find alternative sources of
funds which may be at higher interest rates. In addition, the overdraft facilities under the ING Facilities
Agreement and the Citi Facilities Agreement are provided on an uncommitted basis and can be withdrawn at any
time. There also can be no assurance that we will have sufficient cash resources on hand at any given time to
meet our expenses or debt servicing requirements. Our ability to draw on the Senior Facilities depends on, among
other things, our ability to maintain certain ratios. Our ability to meet these financial ratios and other required
conditions to drawing could be affected by a number of factors, including by events beyond our control. In
addition, our inability to maintain these financial ratios may also result in an event of default under the Senior
Facilities Agreement or the ING Facilities Agreement, which would prohibit us from drawing funds under those
facilities and potentially trigger a cross-default under the 2016 Notes. See “—We are subject to restrictive debt
covenants that may limit our ability to finance our future operations and capital needs and to pursue business
opportunities and activities.” This inability to draw funds under the Senior Facilities Agreement, the ING
Facilities Agreement or the Citi Facilities Agreement or to maintain our operations due to a lack of cash flow
could have a material adverse effect on our business, prospects, results of operations and financial condition.

We require a significant amount of cash to service our debt and sustain our operations. Our ability to generate
cash depends on many factors beyond our control, and we may not be able to generate sufficient cash to
service our debt.

Our ability to make payments on and to refinance our indebtedness, and to fund working capital and to make
capital expenditures in the longer term, will depend on our future operating performance and ability to generate
sufficient cash over the longer term. This depends on the success of our business strategy and on economic,
financial, competitive, market, legislative, regulatory and other factors, as well as the factors discussed in these
“Risk Factors,” many of which are beyond our control.

No assurance can be provided that our business will generate sufficient cash flows from operations or that
future debt or equity financings will be available to us to pay our debt when due or to fund our other capital
requirements or any operating losses. If our future cash flows from operations and other capital resources
(including borrowings under the Senior Facilities Agreement, the ING Facilities Agreement and the Citi
Facilities Agreement) are insufficient to pay our obligations as they mature or to fund our liquidity needs in the
longer term, we may be forced to:

* reduce or delay our business activities or capital expenditures;

¢ sell assets;

* obtain additional debt or equity capital;

* restructure or refinance all or part of our debt on or before maturity; or
» forego opportunities such as acquisitions of other businesses.

No assurance can be provided that we would be able to accomplish these alternatives on a timely basis or on
satisfactory terms, if at all. Any failure to make payments on our indebtedness on a timely basis would likely
result in a reduction of our credit rating, which could also harm our ability to incur additional indebtedness. In
addition, the terms of our debt, including the 2016 Notes, the Senior Facilities Agreement and the ING Facilities
Agreement, limit, and any future debt may limit, our ability to pursue any of these alternatives. Any refinancing
of our indebtedness could be at higher interest rates and may require us to comply with more onerous covenants,
which could further restrict our business and could have a material adverse effect on our financial condition and
results of operations. There can be no assurance that any assets which we could be required to dispose of can be
sold or that, if sold, the timing of such sale and the amount of proceeds realized from such sale will be
acceptable.

We may not be able to refinance maturing debt on terms that are as favorable as those from which we
previously benefited or on terms that are acceptable to us or at all.

Our ability to refinance our debt depends on a number of factors, including the liquidity and capital
conditions in the credit markets and we may not be able to do so on satisfactory terms, including in relation to the
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covenants, or at all. In the event that we cannot refinance our debt, we may not to be able to meet our debt
repayment obligations. In addition, the terms of any refinancing indebtedness may be materially more
burdensome to us than the indebtedness it refinances. Such terms, including in relation to the covenants and
additional restrictions on our operations and higher interest rates, could have an adverse effect on our results of
operations and financial condition.

Furthermore, our inability to meet repayment obligations under the existing agreements could trigger
various cross-default and cross-acceleration provisions, resulting in the acceleration of a substantial portion (if
not all) of our debt and could have a material adverse effect on our business, prospects, results of operations and
financial condition.

Derivative transactions may expose us to unexpected risk and potential losses.

From time to time, we may be party to certain derivative transactions, such as interest rate swap contracts,
with financial institutions to hedge against certain financial risks. Changes in the fair value of these derivative
financial instruments, that are not cash flow hedges, are reported in profit and loss, and accordingly could
materially affect our reported results in any period. Moreover we may be exposed to the risk that our
counterparty in a derivative transaction may be unable to perform its obligations as a result of being placed in
receivership or otherwise. In the event that a counterparty to a material derivative transaction is unable to
perform its obligations thereunder, we may experience losses that could have a material adverse effect on our
financial condition, financial returns and results of operations.

RISKS RELATING TO THE OFFER AND THE SHARES

Certain Shareholders will retain a significant interest in and will continue to exert substantial influence over
the Group following the Offer and their interests may differ from or conflict with those of other Shareholders.

Immediately following Admission, the Principal Shareholder will continue to control approximately 94.8%
of the aggregate voting rights of the Company, assuming that the Share Offer Size is set at the Maximum Share
Offer Size and full exercise of the Over-allotment Option. Additionally, the Principal Shareholder will control,
directly or indirectly, 100% of the issued and outstanding Class A Shares (the Company holds 5,609,361 Class A
Shares in its own capital) and therefore will have have 100% of the voting rights in a shareholders meeting for
holders of Class A Shares (“Class A Meeting”) (no votes can be cast on shares that the Company holds in its
own capital). The following resolutions of the Board of Directors require the prior approval of the Class A
Meeting:

* a resolution of the Board of Directors that certain criteria are met in relation to the grant of loans by the
Company with a view to a subscription for or an acquisition of Shares or depository receipts thereof, in
accordance with article 11 of the Articles; and

* aresolution of the Board of Directors concerning any acts of disposal or encumbrance:

* in respect of shares owned by the Company (whether in other companies or itself) and/or its Group
companies;

e in respect of networks owned by the Company and/or its Group companies;

* in respect of relationships with clients of the Company and/or its Group companies where such client
relationships are treated as groups and not individually;

* in respect of trademarks, authorizations or licenses of any kind owned by the Company and/or its
Group companies;

¢ in respect of goodwill of the Company and/or its Group companies; or

* in respect of any other material assets of the Company and/or its Group companies,
in accordance with article 19 of the Articles.
In addition, the Class A Meeting shall have the following rights:
* to make a binding nomination for the appointment of Directors;

* to submit to the meeting of the Shareholders of the Company (the “General Meeting”) for its approval
plans to award Shares or the right to subscribe for Shares to the Board of Directors;
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* to designate a person who shall be temporarily entrusted with the tasks and duties of the Non-executive
Directors, in the event that all Non-executive Directors are absent or prevented from performing their
duties;

* to make a proposal to the General Meeting to make a distribution on Shares out of one or more reserves,
which can be either (wholly or partly) in cash or in shares and can be made in another currency than Euro;

* to request the Board of Directors that items be placed on the agenda of the General Meeting;

* to convene a General Meeting when the Class A Meeting makes use of any of its rights under the Articles
to make a proposal to the General Meeting; and

* to approve an amendment of the Articles, if the rights of the holders of Class A Shares are amended
pursuant to such amendment.

Valid resolutions of the General Meeting can only be adopted at a General Meeting for which notice is
given, a quorum of 50% of the issued and outstanding share capital (excluding any Shares held by the Company
in its own share capital) plus 1 Share is present or represented and which is held in accordance with the relevant
provisions of the law and the Articles. There will be no possibility to hold a meeting without the quorum of 50%
of the issued and outstanding share capital plus 1 Share being present or represented. Resolutions are passed by a
simple majority of the votes cast, unless Dutch law or the Articles prescribe a larger majority. Therefore no
resolutions can be taken in the General Meeting if the Principal Shareholder is not present or represented.

Due to his ability to exercise control over the Class A Shares and their voting rights as well as the special
rights attached to Class A Shares, including in relation to the appointment of the Board of Directors, the Principal
Shareholder will be able to exercise control over all decisions of the Board of Directors and matters requiring
shareholder approval, including payment of dividends and approval of significant corporate transactions.
Additionally, the chairperson of the Board of Directors’ audit committee and more than half of the members of
the Board of Directors’ remuneration committee are not independent. Furthermore, the interests of the Principal
Shareholder may not always be aligned with those of other holders of Shares.

If the Principal Shareholder no longer holds a direct or indirect interest in at least 30% in the issued and
outstanding nominal share capital of the Company, the rights accruing to the Class A Meeting as set out in the
Articles shall cease to exist. For the avoidance of doubt, the provisions relating to the binding nomination right
cease to apply in that circumstance.

Holders of Class B Shares have lower voting rights than holders of Class A Shares which may impact the
trading price of the Offer Shares as well as control over the Company.

Holders of Class A Shares and Class B Shares have different voting rights. Each Class A Share has 10 votes,
and each Class B Share has one vote. When holders of Class A Shares and Class B Shares vote together, holders
having a majority of the votes (or 66.67%, in the case of a vote requiring a special resolution for which a quorum
requirement exists and such quorum is not present or represented (i.e. can only be adopted by a majority of at
least two-thirds of the votes cast, if less than one half of the issued share capital is presented or represented at the
General Meeting)) present and voting will be in a position to control the outcome of the vote even if the matter
involves a conflict of interest among the Shareholders or has a greater impact on one group than the other.
Therefore, holders of Class A Shares will have more control over the outcome of Shareholder votes and decision-
making. As only the Class B Shares will be listed on the Bucharest Stock Exchange, the value of the Shares may
be adversely affected given this distribution of voting rights and control. As of the date of this Prospectus, there
were 65,756,028 Class A Shares (of which the Company holds 5,609,361 Class A Shares in its own capital) and
34,243,972 Class B Shares issued (of which the Company holds 997,154 Class B Shares in its own capital), and
the Principal Shareholder held 2,280,122 of the Class A Shares directly, and controlled, through his 87.1%
ownership of RCS Management, a further 57,866,545 Class A Shares and directly owned approximately 491,000
Class B Shares, representing in aggregate 94.8% of voting rights.

Our equity capital structure may inhibit or prevent acquisition bids, may decrease the value of the listed
Shares and may make it difficult for a third party to acquire us, even if doing so may be beneficial to our
shareholders. The existence of different classes of Shares with different voting rights limits the amount of control
that holders of Class B Shares have over the Company.

The Offer Shares may not be admitted to trading on the Bucharest Stock Exchange.

Though the Bucharest Stock Exchange has issued an approval in principle for the Admission, the Admission
requires that the Bucharest Stock Exchange approve the trading thereon. Admission of the Offer Shares to trading
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on the Regulated Spot Market of the Bucharest Stock Exchange is subject to certain requirements. We intend to
take all necessary steps to ensure that the Offer Shares are admitted to trading on the Regulated Spot Market of
the Bucharest Stock Exchange as soon as possible after the closing of the Offer. However, there is no guarantee
that, should the admission conditions for the approval by the Bucharest Stock Exchange change, all such listing
and/or trading conditions will be met. Consequently there is no assurance that the Offer Shares will be admitted
to trading on the Regulated Spot Market of the Bucharest Stock Exchange on the estimated date or at all. If the
Offer Shares are not admitted to trading on the Regulated Spot Market of the Bucharest Stock Exchange, the
price of the Offer Shares and the ability to transfer them would be materially adversely affected.

Trading on the Bucharest Stock Exchange may be suspended.

The FSA is authorized to suspend securities from trading or to request the Bucharest Stock Exchange to
suspend the trading of securities of a company listed on the Bucharest Stock Exchange if such continuation of
trading would negatively affect investors’ interests or to the extent the relevant issuer is in breach of its
obligations under the relevant securities laws and regulations. Also, the Bucharest Stock Exchange is entitled to
suspend from trading Offer Shares in other circumstances, in accordance with its regulations. Any suspension
could affect our Offer Shares’ trading price and would impair the transfer of the Offer Shares.

There has been no public market for the Offer Shares and an active trading market for the Offer Shares may
not develop or be sustained.

Prior to Admission, there has been no public trading market for the Offer Shares. Although we have applied
for admission to Bucharest Stock Exchange, we can give no assurance that an active trading market for the Offer
Shares will develop or, if developed, could be sustained following the closing of the Offer. Therefore, the
liquidity of the Offer Shares is uncertain. If an active trading market is not developed or maintained, the liquidity
and trading price of the Offer Shares could be adversely affected.

Moreover, the Offer Price will be determined by the Company in consultation with the Joint Global
Co-ordinators, taking into account a number of factors, including the level and nature of demand for the Offer
Shares during the bookbuilding process, the level of demand in the Retail Tranche, prevailing market conditions
and the objective of establishing an orderly after-market in the Offer Shares. Thus, the Offer Price may not be
indicative of future performance. The Price Range is an indicative price range, and the Offer Price may fall
outside the maximum and minimum price as set in the Price Range. Additionally, the market price of the Offer
Shares may fall below the Offer Price. The market price of the Shares could also fluctuate substantially due to
various factors, some of which could be specific to the Company and its operations and some of which could be
related to the telecommunications industry and equity markets generally. There can be no assurance that
investors will be able to resell the Offer Shares at or above the Offer Price.

Offer Shares in the Company may be subject to market price volatility and the market price of the Offer
Shares in the Company may decline disproportionately in response to developments that are unrelated to the
Company’s operating performance.

The Offer Price is not indicative of the market price of the Offer Shares following Admission. The market
price of the Offer Shares may be volatile and subject to wide fluctuations. The market price of the Offer Shares
may fluctuate as a result of a variety of factors, including, but not limited to, those referred to in these “Risk
Factors,” as well as period to period variations in operating results or changes in revenue or profit estimates by
the Group, industry participants or financial analysts. The market price could also be adversely affected by
developments unrelated to the Group’s operating performance, such as the operating and share price performance
of other companies that investors may consider comparable to the Group, speculation about the Group in the
press or the investment community, unfavorable press, strategic actions by competitors (including acquisitions
and restructurings), changes in market conditions and regulatory changes. Any or all of these factors could result
in material fluctuations in the price of Shares, which could lead to investors getting back less than they invested
or a total loss of their investment.

Not all rights available to shareholders in the United States or other countries outside the Netherlands or
Romania will be available to holders of the Shares.

In the event of an increase in our ordinary share capital, holders of Shares are generally entitled to full
pre-emptive rights unless these rights are restricted or excluded by a resolution of the General Meeting, which
requires a proposal thereto by the Board of Directors which in turn requires the approval by resolution of the
shareholders of the relevant class in respect of the pre-emptive rights of the holders of such class only or, if such
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increase can be decided by the Board of Directors and the Articles so permit, by a resolution of the Board of
Directors. However, certain holders of Shares outside the Netherlands may not be able to exercise pre-emptive
rights unless local securities laws have been complied with.

Securities laws of certain jurisdictions may restrict the Group’s ability to allow participation by shareholders
in future offerings. In particular, shareholders in the United States may not be able to exercise their pre-emptive
rights or participate in a rights offer, as the case may be, unless such rights and Shares are registered under the
Securities Act or such rights and Shares are offered pursuant to an exemption from, or in a transaction not subject
to, the registration requirements of the Securities Act. Shareholders in other jurisdictions outside the Netherlands
or Romania may be similarly affected if the rights and Shares being offered have not been registered with, or
approved by, the relevant authorities in such jurisdictions. We intend to evaluate at the time of any issue of
Shares subject to pre-emptive rights or in a rights offer, as the case may be, the costs and potential liabilities
associated with any such registration or other means of making the rights available to U.S. Shareholders, as well
as the indirect benefits to us of enabling the exercise of U.S. Shareholders of their pre-emptive rights to Shares or
participation in a rights offer, as the case may be, and any other factors considered appropriate at the time and
then to make a decision as to whether to file such a registration statement or take other steps to enable such
holders to participate in the rights offer.

The market price of the Offer Shares could be negatively affected by sales of substantial amounts of Shares in
the public markets, including following the expiry of the lock-up period, or the perception that these sales
could occur.

The Company, the Principal Shareholder, the Directors and the senior management of the Group (the
“Senior Management”) are subject to restrictions on the issue, sale and/or transfer, as applicable, of their
respective holdings in the Company’s issued share capital. The issue or sale of a substantial number of Shares by
the Company, the Principal Shareholder, Directors or Senior Management after the lock-up restrictions in the
Underwriting Agreement expire (or are waived by the Joint Global Co-ordinators), or the perception that these
sales or such issue may occur in the future, may depress the market price of the Offer Shares and could impair
our ability to raise capital through the sale of additional equity securities. Approximately 2.2% of the Shares are
not locked up.

The issuance of additional Shares in the Company in connection with future acquisitions, any share incentive,
share option plan or de-leveraging or otherwise may dilute all other shareholdings.

The Group may seek to raise financing to fund future acquisitions and other growth opportunities, may issue
shares in relation to share incentives or share option plans, or may raise finance for the purposes of
de-leveraging. We may, for these and other purposes, issue additional equity or convertible equity securities. As
a result, existing holders of Shares may suffer dilution in their percentage ownership or the market price of the
Shares may be adversely affected.

Our ability to pay dividends to Shareholders may be constrained.

We are a holding company and our ability to generate income and pay dividends is dependent on the ability
of our subsidiaries to declare and pay dividends to us. The actual payment of future dividends by us and the
payment of dividends, if any, to us by our subsidiaries and the amounts thereof will depend on a number of
factors, including (but not limited to) the amount of distributable profits and reserves and investment plans,
earnings, level of profitability, ratio of debt to equity, credit ratings, applicable restrictions on the payment of
dividends under applicable laws and financial restrictions on the debt instruments of our subsidiaries, compliance
with covenants in our debt instruments, the level of dividends paid by other comparable listed companies and
such other factors as the Board of Directors may deem relevant from time to time. As a result, our ability to pay
dividends in the future may be limited and/or our dividend policy may change. If dividends are not paid in the
future, capital appreciation, if any, of the Shares would be investors’ sole source of gains.

Foreign shareholders may be subject to exchange rate risk.

The Offer Shares are denominated in euro, but traded in Romanian lei. An investment in the Offer Shares by
an investor whose principal currency is not the leu exposes the investor to foreign currency exchange rate risk.
Any depreciation of the leu in relation to such foreign currency will reduce the value of the investment in the
Shares or any dividends in foreign currency terms. In addition, we are required, under Romanian law, to pay our
dividends through the system operated by the Central Depository. Currently, the Central Depository only settles
and processes payments in Romanian lei. Although there are plans for the Central Depository to also gain the
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ability to settle and process payments in euros, there can be no assurance this change will become available
before our next dividend payment or at all. This may mean that some or all of our future dividends may have to
be paid in lei, which would expose investors whose principal currency is not the leu to foreign currency exchange
rate risk.

Transfers of the Offer Shares may be restricted, which may adversely affect the value of the Offer Shares.

The Offer Shares are being offered and sold pursuant to an exemption from registration under the Securities
Act and applicable state securities laws of the United States. The Offer Shares have not been and will not be
registered under the Securities Act or any U.S. state securities laws. Therefore you may not transfer or sell the
Offer Shares in the United States except pursuant to an exemption from, or a transaction not subject to, the
registration requirements of the Securities Act and applicable state securities laws, or pursuant to an effective
registration statement, and you may be required to bear the risk of your investment in the Offer Shares for an
indefinite period of time. It is your obligation to ensure that your offers and sales of Offer Shares within the
United States and other countries comply with applicable securities laws.

We will be subject to additional regulatory obligations and incur additional costs as a consequence of the
Admission.

In addition to non-recurring costs, the Admission will generate additional administrative costs for us. As a
consequence of the Admission, we will be required to meet regulatory requirements pertaining to entities with
shares admitted to trading on the Bucharest Stock Exchange as well as those pertaining to entities registered in
the Netherlands, in particular with respect to disclosure, corporate governance and financial reporting, and
allocate staff and resources to such purposes. Such increased costs could have a material adverse effect on our
business, prospects, results of operations and financial condition. In addition, the regulations and requirements
applicable to companies listed on the Bucharest Stock Exchange are subject to change, and any future changes
can be difficult to predict, increasing the risk that the Company may in the future be in violation of such rules and
regulations, which can result in extensive fines and administrative fees. In addition, the Board of Directors and
management may be required to devote time and effort to ensure compliance with such rules and regulations,
which may entail that less time and effort can be devoted to other aspects of the business.

The rights of minority shareholders may be limited under Dutch law.

The Company is organized under the laws of the Netherlands. The rights of holders of the Shares, including
the Offer Shares, are governed by the Company’s Articles and by Dutch law. These rights, including the rights of
minority shareholders, as well as other matters affecting such rights, may be different in the Netherlands from
those elsewhere, and an investor’s ability to exercise such rights may be limited.

OTHER RISKS

The Company intends to operate so as to be treated as exclusively resident in Romania for tax purposes, but
the relevant tax authorities may treat it as also being tax resident elsewhere.

The Company is not a company incorporated in Romania. Therefore, whether it is resident in Romania for
tax purposes will depend on whether its “central management and control” is located (in whole or in part) in
Romania. The test of “central management and control” is largely a question of fact and degree based on all the
circumstances, rather than a question of law.

The Company operates and will continue to operate as a company that is resident in Romania for tax
purposes; other tax authorities may treat the Company as being tax resident elsewhere. Even if the Company’s
“effective management and control” is in Romania, it would not be treated as Romanian-resident if (a) the
Company were concurrently resident in another jurisdiction (applying the tax residence rules of that jurisdiction)
which has a double tax treaty with Romania; and (b) that tax treaty allocates exclusive residence to that other
jurisdiction.

In addition, even if its “central management and control” is in Romania, in principle, the Company will be
resident in the Netherlands for Dutch corporate income tax and Dutch dividend withholding tax purposes on the
basis that it is incorporated there. A tax ruling with the Netherlands tax authorities has been obtained, however,
in which the Netherlands tax authorities have confirmed that as from April 21, 2017 the Company is no longer a
Dutch tax resident and is regarded as solely resident in Romania in accordance with clause 4(3) of the
Convention between the Kingdom of the Netherlands and Romania for the avoidance of double taxation and the
prevention of fiscal evasion with respect to taxes on income and on capital (the “DTT-ROM/NL”), which states
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that “a person other than an individual is a resident of both States, then it shall be deemed to be a resident only
of the State in which its place of effective management is situated” (hereafter, the “Tax Ruling”). If there is a
change over time to the facts upon which the Tax Ruling is based, the Tax Ruling may be withdrawn.

The Shareholders may be subject to double withholding taxation with respect to dividends or other
distributions made by the Company.

Any dividends or other distribution the Company makes to the Shareholders will, in principle, be subject to
withholding tax in Romania, where the Company has its principal place of business, and in the Netherlands,
where the Company has been incorporated. As a result, the Shareholders may be subject to withholding tax in
respect to dividends or other distributions made by the Company in both Romania and the Netherlands.

Based on, and for purposes of, the DTT-ROM/NL, and as confirmed by the Tax Ruling, the Company
should, however, be considered solely tax resident in Romania, as it will be effectively managed from Romania.
Therefore, in principle, there should be no risk of double taxation.

If there is a change over time to the facts upon which the Tax Ruling is based, the Tax Ruling may be
withdrawn. The Netherlands might then consider the Company to be a tax resident in the Netherlands due to its
incorporation under Netherlands law, and may not accept that effective management truly takes place in
Romania. This could result in (double) corporate income tax at the level of the Company, (double) withholding
tax on dividends and/or (double) taxation for certain Shareholders, for instance with respect to non-resident
taxation on income from a substantial interest (aanmerkelijk belang) in the Company, as the Company would
then generally be required to withold dividend withholding tax imposed by the Netherlands at a rate of 15% on
dividends distributed by the Company in respect of the Offer Shares.

Other conditions, however, may apply and Shareholders should consult their advisors regarding the tax
consequences of dividends or other distributions made by the Company.
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PART 2
PRESENTATION OF FINANCIAL AND OTHER INFORMATION

GENERAL

Investors should only rely on the information in this document. No person has been authorized to give any
information or to make any representations in connection with the Offer, other than those contained in this
document and, if given or made, such information or representations must not be relied upon as having been
authorized by or on behalf of the Company, the Directors, the Selling Shareholders, or any of the Underwriters.
No representation or warranty, express or implied, is made by any of the Underwriters or any selling agent as to
the accuracy or completeness of such information, and nothing contained in this document is, or shall be relied
upon as, a promise or representation by any of the Underwriters or any selling agent as to the past, present or
future. Without prejudice to any obligation of the Company to publish a supplementary prospectus pursuant to
the DFSA, neither the delivery of this document nor any sale of Offer Shares pursuant to the Offer shall, under
any circumstances, create any implication that there has been no change in the business or affairs of the Group
since the date of this document or that the information contained herein is correct as of any time subsequent to its
date.

The Company will update the information provided in this document by means of a supplement hereto if a
significant new factor that may affect the evaluation by prospective investors of the Offer occurs after the
publication of the Prospectus or if this document contains any mistake or substantial inaccuracy. The Prospectus
and any supplement thereto will be subject to approval by the AFM and will be made public in accordance with
the DFSA and Romanian law. If a supplement to the Prospectus is published prior to Admission, investors shall
have the right to withdraw their applications for Offer Shares made prior to the publication of the supplement.
Such withdrawal must be made within the time limits and in the manner set out in any such supplement (which
shall not be shorter than two clear Business Days after publication of the supplement).

The contents of this document are not to be construed as legal, business or tax advice. Each prospective
investor should consult his or her own lawyer, financial adviser or tax adviser for legal, financial or tax advice. In
making an investment decision, each investor must rely on their own examination, analysis and enquiry of the
Company and the terms of the Offer, including the merits and risks involved.

This document should not be considered as a recommendation by any of the Company, the Directors, the
Selling Shareholders, or any of the Underwriters or any of their representatives that any recipient of this
document should purchase the Offer Shares. Prior to making any decision as to whether to purchase the Offer
Shares, prospective investors should read this document. Investors should ensure that they read the whole of this
document carefully and not just rely on key information or information summarized within it. In making an
investment decision, prospective investors must rely upon their own examination of the Company and the terms
of this document, including the risks involved.

Investors who purchase Offer Shares in the Offer will be deemed to have acknowledged that: (i) they have
not relied on any of the Underwriters or any person affiliated with any of them in connection with any
investigation of the accuracy of any information contained in this document or their investment decision; and
(i1) they have relied on the information contained in this document, and no person has been authorized to give
any information or to make any representation concerning the Group or the Offer Shares (other than as contained
in this document) and, if given or made, any such other information or representation should not be relied upon
as having been authorized by the Company, the Directors, the Selling Shareholders or any of the Underwriters.

None of the Company, the Directors, the Selling Shareholders or any of the Underwriters or any of their
representatives is making any representation to any offeree or purchaser of the Offer Shares regarding the legality
of an investment by such offeree or purchaser.

In connection with the Offer, the Underwriters and any of their respective affiliates, acting as investors for
their own accounts, may acquire Offer Shares and in that capacity may retain, purchase, sell, offer to sell or
otherwise deal for their own accounts in such Offer Shares and other securities of the Company or related
investments in connection with the Offer or otherwise. Accordingly, references in this document to the Offer
Shares being offered, acquired, placed or otherwise dealt in should be read as including any offer, acquisition,
dealing or placing by, the Underwriters and any of their affiliates acting as investors for their own accounts.
None of the Underwriters intends to disclose the extent of any such investment or transactions otherwise than in
accordance with any legal or regulatory obligations to do so.
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PRESENTATION OF FINANCIAL INFORMATION

The financial information in this document has been prepared in accordance with IFRS. The significant
IFRS accounting policies applied in the financial information of the Company are applied consistently in the
financial information in this document.

Financial information

The Company is a holding company which is the shareholder of RCS & RDS. The Company has no
significant operations and has not engaged in any significant activities other than financing activities relating to
the Group and acting as its holding company. Unless otherwise indicated, the financial information in the
Prospectus consists of the historical consolidated financial information of the Company and its consolidated
subsidiaries. The Company’s financial year runs from January 1st to December 31st. The financial information
included in “Part 15—Historical Financial Information” is covered by the respective independent auditors’
reports included in Sections A and B, which were prepared in accordance with IFRS as adopted by the European
Union.

As at June 30, 2016, the Group aggregated certain revenue to report it as part of its mobile
telecommunication services business line. For the years ended December 31, 2014 and 2015, that revenue
includes mobile internet and data revenue reported under the caption “Internet and Data Revenue” and mobile
telephony revenue reported under the caption “Telephony Revenue” in Note 16 of the audited consolidated
Financial Statements of the Group as at and for the years ended December 31, 2014 and 2015. The remaining
revenue that is reported under those captions in the Annual Financial Statements is presented in this Prospectus
as fixed internet and data and fixed telephony revenue. Comparative information for prior periods has been
restated accordingly for presentation herein.

As at June 30, 2016, we reallocated certain service revenue between business lines in order to properly
reflect their nature. Comparative information for the year ended December 31, 2015 has been restated
accordingly for presentation herein.

The Group’s presentation currency is the euro. Accordingly, the Financial Statements included herein are
presented in euros.

We currently have operations in Romania, Hungary, Spain and Italy. Although in the past we had operations
in other Eastern European countries, all such operations were disposed of in 2013 (Slovakia, the Republic of
Serbia and Croatia) and April 2015 (the Czech Republic) (collectively, “Discontinued Operations”). In Note 4
to the Annual Financial Statements, as part of our “Other” segment we reported (i) revenue from, and expenses
of, our (a) Italian operations and (b) Discontinued Operations, in each case, for the applicable periods and
(i1) certain minor expenses of the Company. In this Prospectus, unless otherwise stated, as part of our “Other”
segment we only present the results of our Italian operations, for revenue, and the results of our Italian operations
and certain minor expenses of the Company, for operating expenses.

None of the financial information used in this document has been audited in accordance with auditing
standards generally accepted in the United States of America (“U.S. GAAS”) or auditing standards of the Public
Company Accounting Oversight Board (United States) (“PCAOB”). U.S. GAAS and the auditing standards of
the PCAOB do not provide for the expression of an opinion on accounting standards which have not been
finalized and are still subject to modification, as is the case with accounting standards as adopted for use in the
European Union and included in “Part 15—Historical Financial Information.” Accordingly, it would not be
possible to express any opinion on the “Historical Financial Information” in “Part 15—Historical Financial
Information” under U.S. GAAS or the auditing standards of the PCAOB. In addition, there could be other
differences between the auditing standards required by U.S. GAAS or the auditing standards of the PCAOB.
Potential investors should consult their own professional advisers to gain an understanding of the “Part 15—
Historical Financial Information” and the implications of differences between the auditing standards noted
herein.

Non-IFRS financial information and other operating data

This Prospectus contains certain financial measures that are not defined or recognized under IFRS, including
EBITDA, Adjusted EBITDA, RGUs and ARPU. Information regarding these measures is sometimes used by
investors to evaluate the efficiency of a company’s operations and its ability to employ its earnings toward
repayment of debt, capital expenditures and working capital requirements. There are no generally accepted
principles governing the calculation of these measures and the criteria upon which these measures are based can
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vary from company to company. These measures, by themselves, do not provide a sufficient basis to compare the
Company’s performance with that of other companies and should not be considered in isolation or as a substitute
for operating profit or any other measure as an indicator of operating performance, or as an alternative to cash
generated from operating activities as a measure of liquidity. Furthermore, these items are unaudited and
therefore undue reliance should not be placed on them.

Where financial information in this Prospectus is labeled “audited” or is not labeled, this means that it has
been extracted from the audited consolidated Financial Statements of the Group for the financial years 2014,
2015 and 2016. The label “unaudited” is used in this Prospectus to indicate financial information that was not
taken from the audited consolidated Financial Statements mentioned above but has been extracted or derived
from the Group’s accounting records. Where the financial and/or operating information in the tables in the
Prospectus is “unaudited”, we have specifically indicated that the information is “unaudited.”

EBITDA, Adjusted EBITDA and EBITDA margin

EBITDA is a widely recognized benchmark for measuring profitability and cashflows in the
telecommunications industry. Therefore, our Board of Directors closely monitors the Group’s EBITDA, Adjusted
EBITDA and EBITDA Margin as key measures of its financial performance.

We calculate EBITDA by adding back to our consolidated operating profit or loss charges for depreciation,
amortization and impairment of assets. Our Adjusted EBITDA is EBITDA adjusted for the effect of
non-recurring and one-off items, as well as mark-to-market results (unrealized) from fair value assessment of
energy supply contracts. Finally, our EBITDA Margin is the ratio of Adjusted EBITDA to the sum of our total
revenue and other income. None of these are measures of financial performance under IFRS; they are solely
derived from our management’s accounts and estimates and as such may not be comparable to similar titled
measures used by other companies. Therefore you should not consider our reported EBITDA, Adjusted EBITDA
or EBITDA Margin as substitutes for operating profit or cash flows from operating activities reported in the
Financial Statements.

RGUs and ARPU

Throughout this Prospectus, we refer to persons who subscribe to one or more of our services as customers.
We use the term RGU to designate a subscriber account of a customer in relation to one of our services. We
measure RGUs at the end of each relevant period. An individual customer may represent one or several RGUs
depending on the number of our services to which it subscribes.

More specifically:

e for our cable TV and DTH services, we count each basic package that we invoice to a customer as an
RGU, without counting separately the premium add-on packages that a customer may subscribe for;

* for our fixed internet and data services, we consider each subscription package to be a single RGU;

» for our fixed-line telephony services, we consider each phone line that we invoice to be a separate RGU,
so that a customer will represent more than one RGU if it has subscribed for more than one phone line;
and

* for our mobile telecommunication services we consider the following to be a separate RGU: (a) for post-
paid services, each separate SIM on a valid contract; and (b) for pre-paid services, each mobile voice and
mobile data SIM with active traffic in the last month of the relevant period, except for Romania where
pre-paid RGUs are not included due to the low amount of traffic generated.

As our definition of RGUs is different for our different business lines, you should use caution when
comparing RGUs between our different business lines. In addition, since RGUs can be defined differently by
different companies within our industry, you should use caution in comparing our RGU figures to those of our
competitors.

We use the term ARPU to refer to the average revenue per RGU in a business line, geographic segment or
the Group as a whole, for a period by dividing the total revenue of such business line, geographic segment, or the
Group, for such period, (a) if such period is a calendar month, by the total number of RGUs invoiced for services
in that calendar month; or (b) if such period is longer than a calendar month, by (i) the average number of
relevant RGUs invoiced for services in that period and (ii) the number of calendar months in that period. In our
ARPU calculations we do not differentiate between various types of subscription packages or the number and
nature of services an individual customer subscribes for. Because we calculate ARPU differently from some of
our competitors, you should use caution when comparing our ARPU figures with those of other
telecommunications companies.
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Our total RGU and ARPU figures include data for businesses we have sold until the dates of such disposals.
Apart from our continuing operations in Romania, Hungary, Spain and Italy, our total RGU and ARPU figures as
at and for the years ended December 31, 2014 and 2015 include the results of our former subsidiary in the Czech
Republic.

As at December 31, 2015, we revised our definition of mobile telephony RGUs in Italy to capture only SIM
cards with active traffic in the last month of the relevant period. The revision was made to ensure consistency
with our accounting for mobile telecommunication services business line RGUs in Spain. Comparative RGU
information for the year ended December 31, 2015 has been restated accordingly. In addition, as at June 30,
2016, we reallocated certain service revenue between business lines in order to properly reflect their nature.
Comparative ARPU information for prior periods has been restated accordingly. Additionally, our calculation of
RGUs and ARPUs does not include our pre-paid customers in Romania.

In this Prospectus RGUs and ARPU numbers presented under the heading “Other” are the RGUs and ARPU
numbers of our Italian subsidiary.

Currency presentation

39

Unless otherwise indicated, all references in this document to euro, “euro” “cents” or “€” are to the currency
introduced at the start of the third stage of European economic and monetary union pursuant to the Treaty
establishing the European Community, as amended. We prepare our Financial Statements in euro. All references
to “RON”, “Romanian leu”, “leu” (singular) or “lei” (plural) are to the lawful currency of Romania. All
references to the “forint”, “HUF” or “Hungarian forint” are to the lawful currency of Hungary. All references to
“U.S. dollars” or “US$” are to the lawful currency of the United States.

No representation is made that any specific currency amount in this Prospectus could have been converted
into any of the other currencies presented in this Prospectus at any particular rate or at all. There are limited
markets for the Romanian leu outside Romania, and for the Hungarian forint outside Hungary. The limited
availability of such currencies may lead to volatility of exchange rates.

The following table sets out the period end, high, average and low exchange rates, for the periods and dates
indicated, of the euro against the Romanian leu, the Hungarian forint and the U.S. dollar, in each case as
published by Bloomberg Composite Rate (London).

Average rate against the euro

Year Romanian leu

Period

High Low Average End

20T L o 43787 4.0700  4.2424 4.3263
200 4.6373 4.3224 44528 4.4442
2003 45385 4.3032  4.4158 4.4730
2004 4.5454 4.3843 44372 4.4842
200 4.5540 4.3795 4.4408 4.5195
2006 4.5488 4.4447 44908 4.5431
2017 (through April 21,2017) . ..o o 45604 4.4864  4.5229 4.5278
Year Hungarian forint

Period

High Low Average End

20T L o 316.84 262.26 279.97 314.56
200 32041 27541 290.17 291.35
2003 306.75 286.67 29795 297.26
2004 317.32 297.31 309.87 316.35
200 322.54 296.62 309.59 315.97
2006 318.02 304.08 311.44  309.28
2017 (through April 21,2017) . ..o o 313.84 307.14 309.60 312.64

53



Year US dollar

Period
High Low Average End

20T L o 1.4874 1.2925 1.3949  1.2960
200 1.3463 1.2053 1.2914 1.3197
2003 1.3804 1.2772 1.3300 1.3789
2004 1.3925 1.2100 1.3209 1.2100
200 1.2099 1.0492 1.1032 1.0866
2006 o 1.1527 1.0384 1.1068 1.0547
2017 (through April 21,2017) . ..o o 1.0864 1.0427 1.0654 1.0693

Source: Bloomberg.

Roundings

Certain data in this document, including financial, statistical, and operating information has been rounded.
As a result of the rounding, the totals of data presented in this document may vary slightly from the actual
arithmetic totals of such data. Percentages in tables have been rounded and accordingly may not add up to 100%.
The calculations, variations and other percentages may differ slightly from their actual calculations due to
roundings of underlying financial, statistical and operating information.

Market, economic and industry data

Information regarding macroeconomic trends, market position, growth rates and other industry data
pertaining to our business contained in this Prospectus consists, with certain exceptions, of estimates based on
data compiled by professional organizations and analysts, of data from other external sources and of our
knowledge of our market. These data are subject to change and cannot be verified with complete certainty due to
limits on the availability and reliability of the raw data and other limitations and uncertainties inherent in any
statistical survey. In particular, we have cited the following sources in this Prospectus in “Part 5—Industry
Overview”: Eurostat, ANCOM, Cable Europe, European Commission, Netograf, Hungarian Central Statistical
Office, NMIAH, Spanish Permanent Observatory of Immigration, Comisién Nacional de los Mercados y la
Competencia (Spanish National Authority for Markets and Competition) (“CNMC”) and Autorita per le
Garanzie nelle Comunicazioni (Italian National Authority for Telecommunications) (“AGCOM”) which, in each
case, are independent public sources. The analysts compiling these reports base their estimates and conclusions
on a variety of different sources, some of which may be more accurate or reliable than others. Thus, our market
share estimates, calculated using our internal RGU records, and RGU data of our competitors published by third
parties, may differ from third party analyst estimates of our market share. We cannot provide any assurance that
RGU numbers of our competitors in such analyst reports and databases are correct or the same as those contained
in our competitors’ internal records. Therefore, you should use caution in analyzing these estimates and should
not place undue reliance on them.

Whilst the Directors believe the third-party information included herein to be reliable, we have not
independently verified such third-party information, and neither we nor the Underwriters make any
representation or warranty as to the accuracy or completeness of such information as set forth in this Prospectus.
We confirm that all third party data contained in this Prospectus has been accurately reproduced and, so far as we
are aware and able to ascertain from information published by that third-party, no facts have been omitted that
would render the reproduced information inaccurate or misleading.

Where third-party information has been used in this Prospectus, the source of such information has been
identified.

Service of process and enforcement of civil liabilities

The Company has been incorporated under Dutch law. Service of process upon Directors and officers of the
Company, all of whom reside outside the United States, may be difficult to obtain within the United States.
Furthermore, since the directly owned assets of the Company are outside the United States, any judgment
obtained in the United States against it may not be collectible within the United States. There is doubt as to the
enforceability of certain civil liabilities under U.S. federal securities laws in original actions in the Netherlands
and Romania, and, subject to certain exceptions and time limitations, Dutch and Romanian courts will treat a
final and conclusive judgment of a U.S. court for a liquidated amount as a debt enforceable by fresh proceedings
in Dutch and Romanian courts. See “Part I—Risk Factors—Investors may be unable to effect service of process
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or enforce foreign judgments against us or our assets in the jurisdictions in which we operate or our executive
officers reside” for a discussion of the ability of investors in the Offer Shares to enforce foreign judgments
against our Directors and officers or us.

The United States and the Netherlands currently do not have a treaty providing for the reciprocal recognition
and enforcement of judgments, other than arbitration awards, in civil and commercial matters. In addition, it
should be noted that the Hague Convention of June 30, 2005 on Court Choice Agreements, to which both the
United States as well as the European Union are signatories, has not yet entered into force. Accordingly, based on
the current state of the law, a judgment rendered by a court in the United States will not automatically be
recognized and enforced by Dutch courts. However, if a person has obtained a final and conclusive judgment for
the payment of money rendered by a court in the United States which is enforceable in the United States and files
a claim with the competent Dutch court, the Dutch court will generally give binding effect to the foreign
judgment insofar as it finds that (i) the jurisdiction of the U.S. court has been based on grounds which are
acceptable according to international standards, (ii) proper legal procedures that comply with the standards of the
proper administration of justice that includes sufficient safeguards have been observed and (iii) the judgment by
the U.S. court is not incompatible with a decision rendered between the same parties by a Dutch court, or with a
previous decision rendered between the same parties by a foreign court in a dispute that concerns the same
subject and is based on the same cause, provided that the previous decision qualified for acknowledgement in the
Netherlands, and except to the extent that the foreign judgment contravenes Dutch public policy. Moreover, even
if a judgment by a U.S. court satisfies the above requirements, the Dutch court may still deny a claim for a
judgment if such judgment by a U.S. court is no longer formally enforceable according to the relevant U.S.
federal or state securities laws. In addition, a Dutch court may reduce the amount of damages granted by a U.S.
court and recognize damages only to the extent that they are necessary to compensate actual losses or damages.

Additionally, there is no treaty between the United States and Romania providing for reciprocal recognition
and enforcement of foreign court judgments in civil and commercial matters. However, under Romanian law
reciprocity is presumed to exist de facto unless there is proof to the contrary, such proof to be determined by the
Romanian Ministry of Justice, in consultation with the Romanian Ministry of Foreign Affairs.

The laws of Romania permit an action to be brought before a court of competent jurisdiction in Romania for
the recognition and enforcement of a final and conclusive judgment in personam rendered by a court from an EU
member state, provided that the relevant conditions set forth in EC Regulation No. 1215/2012 on jurisdiction and
the recognition and enforcement of judgments in civil and commercial matters are met. However, other
conditions may be applicable with respect to specific matters, under special Romanian legislation or international
conventions. Similar rules on the recognition and enforcement of foreign court judgments apply to judgments
issued in non-EU member states which are parties to the 2007 Lugano Convention on jurisdiction and the
recognition and enforcement of judgments in civil and commercial matters.

Judgments rendered by courts in the United States and other non-EU member states which are not parties to
the 2007 Lugano Convention are subject to different requirements, and may be more difficult to enforce. Subject
to special internal legislation (including ratified international conventions) regulating the recognition and
enforcement of foreign judgments on specific matters, Romanian law allows an action to be brought before a
court of competent jurisdiction in Romania for the recognition of a judgment in personam rendered by a court of
a non-EU member state, provided that the relevant conditions in respect of recognition of foreign judgments set
out under the Romanian Civil Procedure Code are met. Furthermore, the recognition and enforcement of foreign
judgments in administrative, customs, criminal or other public law related matters is subject to special legislation
and certain conditions may need to be fulfilled.

In addition, investors may not be able to serve process on our Directors and executive officers or us in the
United States or enforce judgments obtained in U.S. courts against them or us based on the civil liability
provisions of U.S. federal securities laws. It is unclear if original actions of civil liabilities based solely upon U.S.
federal securities laws are enforceable in courts outside the United States. Any enforcement action in a court
outside the United States will be subject to compliance with procedural requirements under applicable local law,
including the condition that the judgment does not violate the public policy of the applicable jurisdiction, and
requirements relating to the service of process.

No incorporation of website information

The contents of our websites do not form part of this document.
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Definitions and glossary

Unless the context otherwise requires, references in this Prospectus to we, our, us and the Group refer
collectively to the Company, its direct and indirect subsidiaries. References in this Prospectus to “Bucharest” are
to the city of Bucharest, Romania.

Certain terms used in this document, including all capitalized terms and certain technical and other items,
are defined and explained in “Part 14—Definitions and Glossary.”

Information not contained in this document

No person has been authorized to give any information or make any representation other than those
contained in this document and, if given or made, such information or representation must not be relied upon as
having been so authorized. Neither the delivery of this document nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in our affairs since the date of this document
or that the information in this document is correct as of any time subsequent to the date hereof.

Responsibility Statement

The directors of the Company, whose names appear in “Part 3—Directors, Secretary, Registered and Head
Office and Advisors” of this Prospectus, (the “Directors”) and the Company accept responsibility for the
information contained in this Prospectus. To the best of the knowledge of the Directors and the Company (each
of whom has taken all reasonable care to ensure that such is the case), the information contained in this
Prospectus is in accordance with the facts and contains no omission likely to affect the import of such
information.

Information regarding forward-looking statements

This document includes forward-looking statements. These forward-looking statements involve known and
unknown risks and uncertainties, many of which are beyond the Group’s control and all of which are based on
the Directors’ current beliefs and expectations about future events. Forward-looking statements are sometimes
identified by the use of forward-looking terminology such as “believe”, “expects”, “may”, “will”, “could”,
“should”, “shall”, “risk”, “intends”, “estimates”, “aims”, “plans”, “predicts”, “continues”, “assumes”,
“positioned” or “anticipates” or the negative thereof, other variations thereon or comparable terminology. These
forward-looking statements include all matters that are not historical facts. They appear in a number of places
throughout this document and include statements regarding the intentions, beliefs or current expectations of the
Directors or the Group concerning, among other things, the results of operations, financial condition, liquidity,
prospects, growth, strategies, and dividend policy of the Group and the industry in which it operates. In
particular, the statements under the headings “Summary”, “Risk Factors”, “Business Description” and
“Operating and Financial Review” regarding our strategy and other future events or prospects are forward-
looking statements.

These forward-looking statements and other statements contained in this document regarding matters that
are not historical facts involve predictions. No assurance can be given that such future results will be achieved;
actual events or results may differ materially as a result of risks and uncertainties facing the Group. New risks
can emerge from time to time, and it is not possible for us to predict all such risks. Such risks and uncertainties
could cause actual results to vary materially from the future results indicated, expressed, or implied in such
forward-looking statements. Such forward-looking statements contained in this document speak only as of the
date of this document. The Company expressly disclaims any obligation or undertaking to update these forward-
looking statements contained in the document to reflect any change in their expectations or any change in events,
conditions, or circumstances on which such statements are based unless required to do so by applicable law, the
DFSA, the Prospectus Directive or the Disclosure and Transparency Rules of the AFM or Romanian Law.
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PART 3

DIRECTORS, SECRETARY, REGISTERED AND HEAD OFFICE AND ADVISERS

Directors

Company Secretary

Statutory seat of the
Company

Registered address of the
Company

Joint Global Co-ordinators,
Joint Bookrunners and
Underwriters

Joint Bookrunners and
Underwriters

Joint Bookrunner, Local
Lead Manager and
Underwriter

Dutch and U.S. legal
advisers to the Company

Zoltan Teszari, President

Serghei Bulgac, Chief Executive Officer

Valentin Popoviciu, Executive Director

Sambor Ryszka, Non-executive Director

Marius Varzaru, Non-executive Director

Bogdan Ciobotaru, Independent Non-executive Director
Piotr Rymaszewski, Independent Non-executive Director

Carmen Otelea

Amsterdam
The Netherlands

75 Dr. Staicovici street, Forum 2000 building, Phase I, fourth floor,
5th district, Bucharest, Romania

Citigroup Global Markets Limited
Citigroup Centre, Canada Square
London E14 5LB

United Kingdom

Deutsche Bank AG, London Branch
Winchester House

1 Great Winchester Street

London EC2N 2DB

United Kingdom

Société Générale S.A.

29 Boulevard Haussmann
Paris 75009

France

BRD—Groupe Société Générale S.A.
BRD Tower

1-7 Ion Mihalache Blvd

011171 Bucharest

Romania

Raiffeisen Bank S.A.

Sky Tower Building

246C Calea Floreasca, 1st District
014476 Bucharest

Romania

WOOD & Company Financial Services, a.s.
CityPoint, 15th Floor

1 Ropemaker Street

London EC2Y 9HT

United Kingdom

BT Capital Partners S.A.

Constantin Brancusi 74-76, ground floor,
Cluj-Napoca

Romania

Freshfields Bruckhaus Deringer LLP

65 Fleet Street

London EC4Y 1HS
United Kingdom
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Romanian legal
advisers to the Company

U.S. legal adyvisers to the
Joint Global Co-ordinators,
Joint Bookrunners and
Underwriters

Romanian legal advisers to
the Joint Global
Co-ordinators,

Joint Bookrunners and
Underwriters

Dutch legal advisers to the
Joint Global Co-ordinators,
Joint Bookrunners and
Underwriters

Independent Auditors

Registrars

Freshfields Bruckhaus Deringer LLP
Strawinskylaan 10

1077 XZ Amsterdam

The Netherlands

Peli Filip SCA

246C Calea Floreasca
Skytower Building, 15th floor
014476, 1st district, Bucharest
Romania

Cleary Gottlieb Steen & Hamilton LLP
City Place House

55 Basinghall Street

London EC2V 5EH

United Kingdom

Clifford Chance Badea SPRL
Excelsior Center

28-30 Academiei Street
010016, Sector 1, Bucharest
Romania

Houthoff Buruma Cooperatief U.A.
Gustav Mahlerlaan 50

1082 MA Amsterdam

The Netherlands

Ernst & Young Assurance Services SRL
Bucharest Tower Center Building, 21st Floor,
15-17 Ton Mihalache Blvd.

011171 Bucharest

Romania

At the next General Meeting the following will be proposed for appointment
as statutory independent auditors for the Company:

Ernst & Young Accountants LLP
Antonio Vivaldistraat 150,

1083 HP Amsterdam

The Netherlands

Romanian Central Depositary
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PART 4
EXPECTED TIMETABLE OF PRINCIPAL EVENTS AND OFFER STATISTICS

EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Event Time and Date®-2

Latest time and date for receipt of completed application forms by the 12:00 p.m. on May 10, 2017
Retail Investors in the Retail Tranche

Latest time and date for receipt of indications of interest in the 4:00 p.m. on May 10, 2017
Institutional Tranche

Announcement of the Offer Price, publication of the Pricing Statement on or about May 10, 2017
and notification of allocations of Offer Shares®

Settlement of trades through the Romanian Central Depositary system on May 15, 2017
Commencement of trading of the Offer Shares on the Regulated Spot at or about 9:45 a.m. on May 16,
Market of the Bucharest Stock Exchange 2017

(1) Times and dates set out in the timetable above and mentioned throughout this document that fall after the date of publication of this
document are indicative only and may be subject to change without further notice.

(2)  All references to time in this timetable are to EET.

(3) The Offer Price will be set out in the Pricing Statement. The Pricing Statement will not automatically be sent to persons who receive
this document but it will be available free of charge at our registered office at 75 Dr. Staicovici street, Forum 2000 Building, Phase I,
fourth floor, 5th district, Bucharest, Romania. In addition, the Pricing Statement will (subject to certain restrictions) be published on our
website at www.digi-communications.ro, on the website of the Bucharest Stock Exchange at www.bvb.ro and on the websites of
BRD—Groupe Société Générale S.A. at www.brd.ro, BT Capital Partners at www.btcapitalpartners.ro and Raiffeisen Bank S.A. at
www.raiffeisen.ro.

OFFER STATISTICS

Price Range (per Share)(D) .. ... .. RON38 to RON56
Maximum number of Offer Shares in the Offer® . ......... ... .. ... ... ... .......... 21,744,108
Number of Offer Shares subject to the Over-allotment Option® . ...................... 2,174,411
Number of Shares in issue following the Offer® .. ...... .. ... ... ... ... ........... 93,393,485
Market capitalization of the Company at the Offer Price® ........................... €1,156 million
Estimated net proceeds of the Offer receivable by the Selling Shareholders®©-™ ... ... .. .. €287 million

(1)  Itis currently expected that the Offer Price will be within the Price Range. It is expected that the Pricing Statement containing the Offer
Price will be published on or about May 10, 2017 and will be available (subject to certain restrictions) on our website at www.digi-
communications.ro, on the website of the Bucharest Stock Exchange at www.bvb.ro and on the websites of BRD—Groupe Société
Générale S.A. at www.brd.ro, BT Capital Partners at www.btcapitalpartners.ro, and Raiffeisen Bank S.A. at www.raiffeisen.ro. If the
Price Range changes on the last day of the Offer Period, then we would publish a press release and the Offer Period would be extended
at least two business days; any such change on the day prior to the last day of the Offer Period would result in the Offer Period being
extended by at least one Business Day. If a supplementary prospectus is published then prospective investors would have a statutory
right to withdraw their application for Offer Shares for at least two clear Business Days following the publication of the supplementary
prospectus pursuant to the DFSA and Romanian law, which right exists irrespective of whether the Company publishes this
information.

(2) It is currently expected that the Share Offer Size will be at or below the Maximum Share Offer Size. It is expected that the Pricing
Statement containing the Share Offer Size will be published on or about May 10, 2017 and will be available (subject to certain
restrictions) on our website at www.digi-communications.ro, on the website of the Bucharest Stock Exchange at www.bvb.ro and on
the websites of BRD—Groupe Société Générale S.A. at www.brd.ro, BT Capital Partners at www.btcapitalpartners.ro, and Raiffeisen
Bank S.A. at www.raiffeisen.ro. Upon a change of the Maximum Share Offer Size, references to Offer Shares in this Prospectus should
be read as referring to the amended number of Offer Shares and references to Over-allotment Shares should be read as referring to the
amended number of Over-allotment Shares. Any such change in the Maximum Share Offer Size will be announced in a press release
that will also be posted on the Company’s website.

(3)  The maximum number of Offer Shares comprised in the Over-allotment Option is, in aggregate, approximately to 10% of the Maximum
Share Offer Size.

(4)  Excluding treasury shares and including both Class B Shares (which are listed) and Class A Shares (which are unlisted and assuming an
equal par value per share for both Class A Shares and Class B Shares.

(5)  This assumes that the Offer Price is set at the top of the Price Range. Our market capitalization at any given time will depend on the
market price of the Offer Shares at that time. There can be no assurance that the market price of a Share will be equal to or exceed the
Offer Price.
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(O]

©)

The estimated net proceeds receivable by the Selling Shareholders are stated after deduction of the estimated underwriting commissions
and other fees and expenses of the Offer (including VAT, where applicable) payable by the Selling Shareholders, which are currently
expected to be approximately RON41 million (assuming that the Offer Price is set at the top of the Price Range, the Share Offer Size is
set at the Maximum Share Offer Size and no exercise of the Over-allotment Option).

The Selling Shareholders are expected to receive, in aggregate, RON1,218 million (assuming that the Offer Price is set at the top of the
Price Range, the Share Offer Size is set at the Maximum Share Offer Size and no exercise of the Over-allotment Option).
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PART 5
INDUSTRY OVERVIEW

The following section provides selected information on telecommunication markets in Romania, Hungary,
Spain and Italy.

We have taken certain information in this summary from publicly available third party sources, which are
identified below. Such information is subject to change and cannot be verified with complete certainty. In
particular, we calculated our market shares using our internal RGU records, which may be different from
estimates thereof provided in such third party sources. Also, no assurance can be given that estimates of RGU
numbers of our competitors in such third party sources are correct or the same as those contained in our
competitors’ internal records. Therefore, you should use caution in analyzing any such information and should
not place undue reliance thereon. See “Part 2—Presentation of Financial and Other Information” and “Part 1—
Risk Factors.”

ROMANIA
Overview
Population and key economic indicators

Romania is located in South-Eastern Europe and shares borders with Hungary, the Republic of Serbia, the
Republic of Moldova, Ukraine and Bulgaria. As at January 1, 2016 it had a population of approximately
19.8 million (54% of which was urban) (Source: Eurostat). The Romanian population is forecasted to decrease at
a CAGR of 0.1% in the period from January 1, 2016 to January 1, 2021 (Source: Eurostat). The country’s
population is therefore expected to decrease at a slower rate as compared to the period from January 1, 2011 to
January 1, 2016, when it decreased at a CAGR of 0.4% (Source: Eurostat). Despite the decrease in population,
the number of households in Romania increased at a CAGR of 0.1% from January 1, 2011 to January 1, 2016,
reaching 7.5 million (Source: Eurostat). Final consumption expenditure of households in Romania in the period
between December 31, 2013 and December 31, 2016 increased at a CAGR of 5.7%, from approximately €4,400
to approximately €5,200 (Source: Eurostat).

The table below sets out the evolution of certain key economic indicators for Romania for the period
between December 31, 2012 and December 31, 2016:

As at and for the year ended December 31,

Key economic indicators 2012 2013 2014 2015 2016

Real GDP growth (%) .. ..., 0.6% 3.5% 3.1% 3.9% 4.8%
Unemployment rate at year end (%)™ ............... 4.1% 4.2% 4.1% 4.1% 3.5%
Nominal GDP (€ billion, current prices) ............. 133.5 144.3 150.4 160.0 169.1
Nominal GDP per capita (€, current prices) ........... 6,700.0 7,200.0 7,600.0 8,100.0 8,600.0
Inflation/(deflation) (%, annual average) . ............ 3.4% 3.2% 1.4% (0.4%) (1.1%)

Source: Eurostat.

(1)  Unemployment is calculated as the number of people unemployed as a percentage of the entire Romanian population.

In the period from December 31, 2014 to December 31, 2016, Romania’s economy showed positive real
gross domestic product (“GDP”) growth at a CAGR of 4.3%, outperforming the EU’s CAGR of 2.0% over the
same period, (Source: Eurostat). This growth was driven by lower tax rates, improvements in labor markets and
growth in the industry and manufacturing sectors, all resulting in a growing middle class. For example, VAT was
reduced from 24% to 20% starting from January 1, 2016 and decreased further to 19% as of January 1, 2017. In
addition, in the periods under review the Romanian leu was largely stable against the euro. See “Part 10—
Operating and Financial Review—Trends and Other Key Factors Impacting Our Results and Operations—
Exchange Rates.”

Recent political developments and anti-corruption effort

The current Romanian President was elected in November 2014 and will hold office until at least
December 2019.

Elections took place on December 11, 2016, with the Social Democratic Party (a center-left party) winning
the majority of seats in the Parliament. On December 28, 2016 the Social Democratic Party, in coalition with the
Romanian faction of the Alliance of Liberals and Democrats for Europe, proposed Sorin Grindeanu to be
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appointed as Prime Minister. President Iohannis approved the nomination on December 30, 2016 and on
January 4, 2017 the Parliament approved the new government led by Prime Minister Sorin Grindeanu. The
Government has the support of a strong majority in the Romanian Parliament. We do not expect these recent
political developments to have a material impact on the country’s telecommunication services market.

Starting from March 2012, an anti-corruption strategy has been implemented at country level, leading to a
positive evaluation by the European Commission of the measures taken to prevent and fight corruption, as
highlighted in the 2017 report on the Romanian judicial system under the European Co-operation and
Verification Mechanism established in the context of Romania’s admission to the European Union. In 2016
alone, 403 corruption cases were sent to trial, involving 1,271 defendants and 339 final conviction decisions were
ruled in court against 879 defendants in the cases conducted by the country’s anti-corruption prosecutors.
Amongst the high profile cases, one President of the Parliament’s Chamber of deputies, 18 members of the
Parliament and one minister were indicted for corruption offences, whereas 10 members of the Parliament
(including a former vice prime minister), one member of the European Parliament and one minister were
convicted. In August 2016, a new anti-corruption strategy was adopted at country level, building upon the results
achieved in the implementation of the previous one, while aiming to improve underperforming areas (such as
corruption prevention, rather than law enforcement) (Source: 2017 Report of the European Commission on
progress in Romania under the Co-operation and Verification Mechanism).

Actions taken by key judicial institutions to address high-level corruption also led to an overall increase of
confidence amongst Romanians as, according to the European Commission’s Eurobarometer surveys, between
2007 and 2016 the Romanians’ trust in the judiciary increased from 26% in 2007, up to 35% in 2016. The largest
percentages were recorded in the year 2015 with 48% and in 2013 with 44%, with the recent decrease in
confidence being caused by political and media criticism of magistrates and judicial institutions, which
intensified in 2016. As noted in the 2017 Report of the European Commission on progress in Romania under the
Co-operation and Verification Mechanism, the risk is that such criticism undermines public confidence in the
judicial system as a whole, especially when it comes from the Romanian government or Parliament.

Significant progress was also registered in connection with Romania’s position in the Transparency
International Corruption Perceptions index. As at December 31, 2016 Transparency International ranked the
country in 57th position out of 176 countries, as opposed to 75th out of 183 countries, according to the
International Corruption Perceptions index report dated December 31, 2011. According to Marsh’s Political Risk
Map 2017 that consolidates political, macroeconomic and operational risks into an overall index, Romania is
ranked as more politically stable than its neighboring states in the Balkan region and in line with countries such
as Hungary, Croatia, Spain and Portugal.

In its January 25, 2017 report on progress in Romania under the European Co-operation and Verification
Mechanism, the European Commission noted that Romania has made major progress in its anti-corruption effort
over recent years, with an established track record and a number of internal safeguards against abrupt reversals of
the progress. There are, however, important remaining shortcomings which need to be addressed, such as
tackling corruption at all levels (the fact that similar corruption cases recur points to shortcomings in the process
of closing loopholes within public institutions) and mitigating the threat to the irreversibility of the fight against
corruption, posed, among others, by the strong media and political attacks on magistrates and the justice system
as well as by roll back measures which may be initiated by the Romanian government or Parliament.

Telecommunication Services Market

Overview

The Romanian retail telecommunication services market was valued at approximately €2.5 billion as at
December 31, 2015 (€3.2 billion including wholesale) (Source: ANCOM). As at December 31, 2015, retail
mobile telecommunication services comprised the largest segment by value, accounting for approximately
€1.4 billion, while retail fixed internet and pay TV segments were valued at €363.0 million and €402.6 million,
respectively (Source: ANCOM).
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The table below sets out the evolution of revenue for the key segments of the Romanian retail
telecommunication services market for the years ended December 31, 2013 to 2015:

For the year ended CAGR
December 31, 2013-2015M®

2013 2014 2015
(€ millions)

Pay TV 364.6 380.6 402.6 5.1%
Fixedinternetanddata . .............. .. ... ... ... ... ...... 326.8 346.6 363.0 5.4%
Mobile telecommunication SEIViCes . ...............uuuue.onn. 1,420.6 1,436.5 1,431.0 0.4%
Fixed-line telephony ........ .. .. .. ... .. .. ... . . .. . ... 288.3 256.5 216.2 (13.4%)
Other® .. 142.7 130.5 136.0 (2.4%)
Total® . .. e 2,542.9 2,550.7 2,548.9 0.1%

Source: ANCOM.
(1) CAGR calculated in local currency.
(2)  Includes services provided via cable TV, DTH, IPTV and other technologies.

(3) Includes services to business customers, such as other means of data transmission, line leases, streaming, video-on-demand and other
services.

(4)  Excludes wholesale market, as defined by ANCOM.

Competition

We are the leader in fixed telecommunication services in Romania and operate the fastest growing mobile
network in the country in terms of RGUs (Sources: Group and peer reports, ANCOM as at December 31, 2016).

The table below provides a comparison of the segments of the Romanian telecommunication services
market that we cover with coverage by our principal competitors as at December 31, 2016:

The Telekom  Orange Vodafone UPC
Group Romania Romania Romania Romania

Pay TV

Cable TV . ... v v /@ — v
DTH ... v v /@ — v
Other) .. . . . — v /@ — v
Fixed internetand data ....................... v v /@ /@ v
Mobile telecommunication services

Mobile telephony .......... ... ... ... ... .. ... v v v v —
Mobile internet and data .. .................... v v v v —
Fixed-line telephony ......................... v v — — v

(1) Includes services provided via IPTV and other technologies (Source: Group and peer reports, ANCOM).

(2) Orange Romania provides services via Telekom Romania’s network, but under its own brand. Vodafone Romania provides limited
fixed internet and data services (Source: Group and peer reports, ANCOM).

Our principal competitors (Telekom Romania, Orange Romania, Vodafone Romania and UPC Romania) are
part of much larger international telecommunication groups and thus may have more resources than we do to
support their growth. Nonetheless, the revenue from Romanian operations of those groups represents
approximately 1.3%, 2.4%, 1.3% and 1.0%, respectively, of their total revenue as at December 31, 2016, while
the revenue from our operations in Romania represents 72.7% of our total revenue as at the same date (Source:
Group and peer reports). For the year ended December 31, 2016, revenue of these competitors from their
operations in Romania increased by approximately 0.1%, 4.2%, 4.3% and 8.8%, respectively, as compared to the
year ended December 31, 2015 (Source: Peer reporting). In the same period, our revenue from operations in
Romania increased by 13.4%, as compared to the year ended December 31, 2015.

All our competitors, except Vodafone Romania, offer multiple-play packages, which combine two or more
fixed and/or mobile telecommunication/entertainment services. See “—~Multiple-play.”
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Pay TV, fixed internet and data and fixed-line telephony

Our two principal competitors in the pay TV, fixed internet and data and fixed-line telephony business lines
are Telekom Romania and UPC Romania. Both offer fixed internet and data and fixed-line telephony services via
fixed networks, while Telekom Romania also offers pay TV services via DTH and IPTV technologies and UPC
offers pay TV services through cable and DTH.

Our FTTB/FTTH network is the largest and most advanced in Romania and passes a total of approximately
4.7 million homes as at December 31, 2016, offering speeds of up to 1Gbps (we were the first telecommunication
provider in Europe to offer such high speeds to such a large number of customers). As at December 31, 2016,
Telekom Romania’s fixed fiber network covered approximately 2.0 million households, or approximately 27% of
total households. In recent years, Telekom Romania has been investing heavily in the development of its FTTH
network with the purpose of increasing their FTTH coverage to approximately 2.0 million households (Source:
Telekom Romania). Currently Telekom Romania is only able to offer speeds comparable to ours on the FTTH
component of its network, which is much smaller than our FTTB/FTTH network. As at December 31, 2016, UPC
Romania’s cable network (which is currently based on DOCSIS technology as opposed to FTTB/FTTH) covered
approximately 2.8 million households, or approximately 38.0% of total households, in Romania, with speeds of
up to S00Mbps. As at December 21, 2015, approximately 92.0% of households covered by UPC Romania’s cable
network were also covered by other FTTB/FTTH networks (Source: Liberty Global plc. 2015 annual report),
principally by our and Telekom Romania’s FTTB/FTTH networks (Source: Group and peer reports).

Fixed-line telephony is provided by Telekom Romania, UPC Romania and ourselves. Both Telekom
Romania and UPC Romania offer multiple-play packages which include fixed-line telephony.

Mobile telecommunication services

There are four main operators competing in Romania for mobile telephony subscribers: Orange Romania,
Vodafone Romania, Telekom Romania and the Group. All of our competitors operate advanced nationwide
2G and 3G mobile telecommunication networks, in each case covering virtually the entire territory of Romania
with their 3G signal (Source: Peer reporting). Telekom Romania, Orange Romania and Vodafone Romania have
approximately 32.4%, 80.0% and 55.0% 4G coverage of the Romanian territory, as of the latest available date for
each provider (Source: Peer reporting). While our principal competitors have a long history of presence in the
Romanian mobile telecommunications market, we only entered the market in 2007 and are the newest nationwide
operator. However, in 2014 we relaunched our mobile telecommunication services business line and focused on
growth in this area, achieving an approximate 27.5% increase in RGUs in 2015 and a further increase in RGUs of
approximately 19.1% in the year ended December 31, 2016.

Unlike our principal competitors, we do not have legacy 2G networks. Because we are the newest entrant to
the country’s mobile telecommunication market, our ARPU in the mobile telecommunication services business
line is currently lower than that of our principal competitors. For the year ended December 31, 2016, our mobile
ARPU amounted to €3.4, while the blended mobile ARPU of Telekom Romania, Vodafone Romania and Orange
Romania were €5.0, €6.2 and €6.9, respectively (Source: Peer reporting).

Pay TV market

As at June 30, 2016, there were approximately 7.2 million households subscribed to pay TV services in
Romania. Therefore, the penetration rate of pay TV services (measured as a percentage of households subscribed
to a service out of the total number of households) was 95.6% (Source: ANCOM).
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The table below sets out the evolution of pay TV subscribers, by technology, and pay TV services
penetration rates in Romania for the period as at December 31, 2013, December 31, 2014, December 31, 2015
and June 30, 2016:

As at
As at December 31, June 30, CAGR

2013 2014 2015 2016 2013-2015
(millions of subscribers)

Cable TV

Analogcable ......... ... 2.7 2.7 2.7 2.7 0.5%
Digital cable . . ... ... 1.5 1.7 1.9 2.0 12.8%
DTH .. 2.3 2.3 2.4 2.4 3.7%
TP TV 0.1 0.1 0.1 0.1 26.5%
Total . ... ... 6.4 6.8 7.1 7.2 4.9%
Penetration rate (%) . ......... .. 85.9% 90.6% 94.4% 95.6%

Source: ANCOM.
(1)  Market not addressed by the Group.

Other technologies that could compete with pay TV offerings are mainly DTT, a digital technology that
provides a greater number of channels and/or better quality through a conventional antenna or aerial connection,
and OTT content, such as Netflix, Apple TV, Amazon Prime and Google Play. Netflix is expected to become
available soon via UPC Romania’s TV platform following an arrangement between Netflix and UPC Romania’s
parent company, Liberty Global, which was announced in September 2016, with the roll-out of Netflix’s app on
UPC Romania’s platform being scheduled by the end of 2017. Radiocom currently is the only telecommunication
provider holding a license to offer DTT at a national level. On December 15, 2016, ANCOM launched a new
tender for two national, 26 regional licenses and 18 local licenses. Tender bids were submitted by January 27,
2017 and on February 20, 2017 two successful bidders were allocated a multiplex each, the remaining auctioned
multiplexes remaining unallocated. M Plus Investments S.R.L. was allocated a local multiplex for Iasi, and Nova
Media S.R.L. was allocated a local multiplex for Timisoara, and each must pay license fees amounting to €8,000
in the following 90 days. Multiplexes are awarded for a 10-year period, and the winners have the obligation to
launch into operation one transmitter within one year from the license issuance. Televiziunea Romana is
currently the only broadcaster to offer channels over DTT. There is limited incentive to roll out DTT
infrastructure in Romania. The shutdown of analog terrestrial television, originally scheduled for June 2015, has
been postponed to the end of 2019.

Compared to other European countries, the Romanian population spends the most time watching TV as of
2014 (Source: European Broadcasting Union). As of December 31, 2014, all Romanians watched an average of
342 minutes per day; among the youth population the average was 214 minutes:

All Youth

(minutes per day)
Romania . ... ... 342 214
Hungary . ... 289 164
Poland . ... 260 114
Bulgaria ... ... 223 107
GEIMANY .« . v vttt ettt e e e e e e e e e e 221 124
France . .. ... o 221 99
UK 220 138
Czech Republic ... ... . e 207 91
AVEIAZe . . .o 248 131

Source: European Broadcasting Union.

Cable TV

As at June 30, 2016, approximately 4.6 million people, or 65.0% of pay TV RGUs in Romania, subscribed
to cable TV services (Source: ANCOM). Cable TV subscribers are concentrated in urban areas, where cable
accounts for an 81.1% share of total pay TV connections as at June 30, 2016, an increase from 78.2% as at
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December 31, 2011. At the same time, cable TV services are less widespread in rural areas and had a 40.5%
share of total pay TV connections as at June 30, 2016, an increase from 34.1% as at December 31, 2011.

The Romanian cable TV market has been in transition from the analog platform to the digital platform since
2007. There were approximately 2.0 million digital cable TV subscribers as at June 30, 2016 compared to
approximately 60,000 digital cable TV subscribers as at December 31, 2007. At the same time, the number of
customers subscribed to the analog platform decreased from approximately 3.5 million as at December 31, 2007
to approximately 2.7 million as at June 30, 2016 (Source: ANCOM). However, the proportion of digital cable TV
subscribers out of the total number of cable TV subscribers in Romania remained relatively low at 42.7% as at
June 30, 2016 (compared to 61.2% average across Europe) (Source: ANCOM, Cable Europe).

DTH

DTH was first launched in Romania in 2004 and thereafter went through a period of rapid expansion. As at
June 30, 2016, there were 2.4 million DTH RGUs in Romania, or approximately 34.0% of all pay TV subscribers
(Source: ANCOM). The DTH market grew at a CAGR of 3.7% in the period from January 1, 2013 to
December 31, 2015 (Source: ANCOM). DTH services are more widespread in rural areas and small towns with
limited or no cable TV coverage. Its market share of total pay TV connections in the rural regions increased since
December 31, 2011, while its share in urban areas decreased in the same period (Source: ANCOM).

The table below sets out information on our pay TV market share in Romania, compared to our principal
competitors, as at December 31, 2016:

Pay TV market share (RGUs)® As at December 31, 2016
(%)

The GIoup . ..ot e 49.0%

Telekom Romania . .......... ... . e 20.5%

UPCROMANIA . ...t e e e e e e 17.7%

Other .o 12.8%

Total .. ... 100.0 %

Source: Group and peer reports as at December 31, 2016, ANCOM data as at June 30, 2016.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other
Information—Operating and Market Data—RGUs and ARPU.”

Fixed internet and data market

As at June 30, 2016, Romania had approximately 4.3 million households connected to the Internet via a
fixed line. Therefore, the penetration rate of fixed internet and data in the country was approximately 52.9% as at
June 30, 2016, compared to an average of approximately 83% in the European Union as at December 31, 2016.
(Sources: ANCOM, Eurostat).

The table below sets out the evolution of fixed internet and data subscribers, by technology, and fixed
internet and data penetration rates in Romania for the period ending on December 31, 2013, December 31, 2014,
December 31, 2015 and June 30, 2016:

As at
As at December 31, June 30, CAGR

2013 2014 2015 2016 2013-2015
(millions of subscribers)

Cable (including fiber) ......... ... ... . i 2.7 29 3.1 3.2 7.6%
XDSL 1.0 1.0 1.0 0.9 (3.D)%
Other ... 0.0 0.1 0.1 0.2 155.8%
Total ... ... . 3.8 4.0 4.3 4.3 6.3%
Penetration rate (%) . .........o i 459% 48.6% 51.8% 52.9%

Source: ANCOM.

Cable (including fiber) was the most widely used technology in the Romanian market as at June 30, 2016
(with the rest mostly covered by xDSL) (Source: ANCOM). However, xDSL and other fixed internet
technologies, accounted for approximately 46% of total internet subscribers in the business customer segment as
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at June 30, 2016 (Source: ANCOM). Romania had high rates of data usage via fixed lines at an average of
10IGB of data per month per fixed connection during the six month period ended June 30, 2016
(Source: ANCOM). Given the high usage via fixed lines, the risk of substitution of fixed internet traffic with
mobile internet traffic in Romania market is relatively low, since average mobile data usage amounts to 0.63 GB
per month as at June 30, 2016 (Source: ANCOM).

Romanian subscribers also generally benefit from high connection speeds, as approximately 56.0% of fixed
connections in Romania as at June 30, 2016 had speeds of over 100Mbps (Source: ANCOM), compared to
approximately 9.1% and 11.4% in Germany and the UK, respectively (Source: European Commission). In
Romania this proportion has increased from 49.0% of fixed connections as at June 30, 2015 (Source: ANCOM).
The table below sets out the average download and upload connection speeds from customer tests in Romania as
at December 31, 2016:

As at December 31, 2016
Download Upload
(Mbps)
The Group (mostly fiber) . ...... ... e 237 216
UPC Romania (DOCSIS) . ... e i 186 17
Telekom Romania (mostly XDSL) . ... ... e 111 89

Source: Netograf.

In addition, operators invested in Wi-Fi hotspot networks and there were approximately 4,100 Wi-Fi
hotspots in Romania as at June 30, 2016, an increase from 3,100 as at December 31, 2013 (Source: ANCOM).

The table below sets out information on our fixed internet and data market share in Romania compared to
our principal competitors, as at December 31, 2016:

Fixed internet market share (RGUs)® As at December 31, 2016
(%)

The GroUp . ..ot e e e 48.6%

Telekom Romania . ........ ... .. i e 27.5%

UPCROMANIA . ..ttt e e e e et e e e 12.3%

Other ) L 11.6%

Total . ... 100.0 %

Source: Group and peer reports as at December 31, 2016, ANCOM data as at June 30, 2016.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other
Information—Operating and Market Data—RGUs and ARPU.”

(2)  Includes Orange Romania and Vodafone Romania.

Mobile telecommunication services market
Mobile telephony

As at June 30, 2016, the mobile telephony market had an active SIM penetration rate of 114.3% (Source:
ANCOM). As at the same date Romania had 22.6 million active mobile telephony users. The penetration rate
was lower than the average penetration level in the European Union of 124.7%, as at December 31, 2015
(Source: GSMA Intelligence). Although the Romanian mobile market still largely uses pre-paid services, which
represent approximately 50.9% as at June 30, 2016 out of the total mobile telephony market (Source: ANCOM),
post-paid services were growing their market share at a CAGR of 10.4% in the period from December 31, 2013
to December 31, 2015 (Source: ANCOM). From December 31, 2013 to December 31, 2016, the percentage of
total subscribers using post-paid services increased from approximately 42% to approximately 50% for Orange
Romania, decreased from approximately 42.1% to approximately 40.9% for Vodafone Romania, and increased
from 26.6% to 35.1% for Telekom Romania (Source: ANCOM, peer reporting). MTRs have been in a decline in
recent years from 5.03 euro cent per minute to 0.96 euro cent per minute currently.
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The table below sets out the evolution of active SIM users, by type of payment plans, and active SIM
penetration rates in Romania for the period ending on December 31, 2013, December 31, 2014, December 31,
2015 and June 30, 2016:

As at December 31, June 30, CAGR
2013 2014 2015 2016 2013-2015
(millions of subscribers)

Post-paidpersonal .......... . ... .. .. ... . i 6.4 6.9 7.8 8.2 10.4%
Post-paid business . . ... 3.0 2.9 2.9 2.9 (1.7)%
Pre-paid .. ... ..o 13,5 13.1 125 11.5 (3.8)%
Total . ... .. . 229 229 231 22.6 0.4%
SIM penetration rate (%) . .......cuuuuiinninnnnn... 114.5% 114.9% 116.4%  114.3%

Source: ANCOM.

Mobile internet and data

The mobile internet and data market grew, in terms of subscribers, at a CAGR of 17.2% in the period from
January 1, 2013 to December 31, 2015, reaching a penetration rate of 74.8% as at December 31, 2015 (Source:
ANCOM). The market experienced a transition from pre-paid to post-paid subscriptions, similar to the mobile
telephony services market. At the same time, average data consumption per user per month grew at a CAGR of
35.9% in the period from December 31, 2013 to December 31, 2015 (Source: ANCOM). This growth was largely
driven by 4G coverage increasing its market share, in terms of RGUs, to 3.7 million subscriptions, or 19.9% of
total subscriptions, as at June 30, 2016 from 22,300 subscriptions as at December 31, 2011 (Source: ANCOM).

The table below sets out the evolution of mobile internet users, by type of connections, mobile internet
penetration rates and traffic per user in Romania for the period ending on December 31, 2013, December 31,
2014, December 31, 2015 and June 30, 2016:

As at December 31, June 30, CAGR
2013 2014 2015 2016 2013-2015
(millions of subscribers)

Post-paid personal . ........ .. ... . . 4.7 6.3 8.3 8.6 33.1%
Post-paid business . .......... .. 1.8 1.9 24 2.6 16.9%
Pre-paid .. ... 7.2 8.0 8.1 7.6 5.7%
Total . ... ... .. 13.7 162 18.7 18.8 17.2%
Penetration rate (%) . ....... ... 48.0% 60.4% 73.8% 74.8% 35.9%
Traffic per user per month (GB) . ....... ... ..o .. 0.3 0.3 0.5 0.6

Source: ANCOM.

Competition

As at December 31, 2016, our share of Romanian mobile telecommunication services in terms of RGUs was
11.6%, while Orange Romania, Vodafone Romania and Telekom Romania had 36.3%, 31.6% and 20.6%,
respectively (Source: Peer reporting).
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The table below sets out information on our post-paid mobile communication services market share in
Romania compared to our principal competitors:

Post-paid

As at December 31, As at December 31,

Mobile telecommunication services market share (RGUs)™® 2013 2016
(%)

The Group . ... ... 15.2% 23.3%
Orange . ...t 39.6% 36.2%
Vodafone . ........ .. .. . . . 30.3% 26.0%
Telekom Romania ... ............. ... ... . ... ... . 14.9% 14.6%
Total . ... ... 100.0 % 100.0%

Source: Group and peer reports, ANCOM.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other
Information—Operating and Market Data—RGUs and ARPU.”

Fixed-line telephony market

The fixed-line telephony market in Romania was liberalized in 2003 when Telekom Romania lost its
monopoly. As at June 30, 2016, it was characterized by a penetration rate of 46.1% (Source: ANCOM). As at the
same date, there were approximately 4.2 million access fixed-lines and 3.7 million subscribers in Romania
(Source: ANCOM).

We believe that the trend in the Romanian fixed-line telephony market is towards bundling such services
with other communications offerings (such as cable TV and fixed internet). The degree to which multiple-play
offers are made available is generally dependent on the infrastructure available to each service provider.

The table below sets out information on our fixed-line telephony market share in Romania compared to our
principal competitors, as at December 31, 2016:

As at December 31,
Fixed-line telephony market share (RGUs)® 2016
(%)
The GroUp . ..ot e e e 31.7%
Telekom Romania . .......... .. .. e e e 46.5%
UPC ROMANIA . . ..ottt e e e e e e e e e e e 11.1%
O her . .. 10.7%
Total . ... 100.0%

Source: Group and peer reports as at December 31, 2016, ANCOM data as at June 30, 2016.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other
Information—Operating and Market Data—RGUs and ARPU.”

Multiple-play

Similar to the trends in some other EU countries, it is becoming increasingly common in Romania for
operators to provide their services as multiple-play bundles, where consumers subscribe for two or more services.
In order to incentivize customer acquisitions, individual services are often offered at a discount in such multiple-
play bundles. The number of active subscribers consuming two or more services in Romania increased at a
CAGR of 8.0% in the period between January 1, 2013 and December 31, 2015 and reached 4.9 million as at
June 30, 2016 (exclusive of certain mobile telephony and data bundled offerings) (Source: ANCOM).

HUNGARY

Overview

Hungary shares borders with Croatia, the Republic of Serbia, Austria, Slovenia, Romania, Ukraine and
Slovakia and as at January 1, 2016 had a population of approximately 9.83 million (Source: Eurostat). The
country’s population has decreased at a CAGR of 0.3% in the period from January 1, 2007 to January 1, 2016.
However, the total number of households in Hungary increased at a CAGR of 0.9% in the period from January 1,
2007 to December 31, 2015 (Source: Eurostat).
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The table below sets out the evolution of certain key economic indicators for Hungary in the period from
December 31, 2013 to December 31, 2016:

As at and for the year ended December 31,

Key economic indicators 2013 2014 2015 2016

Real GDP growth (%) . ... o 2.1% 4.0% 3.1% 2.0%
Unemployment rate (%, annual average)®™ .................. 5.8% 4.5% 4.1% 3.1%
Inflation (%, annual average) ............. .. c.ccccviio... 1.7% 0.0% 0.1% 0.4%

Source: Eurostat.

(1)  Unemployment is calculated as the number of people unemployed as a percentage of the entire Hungarian population.

The Hungarian economy has shown high real GDP growth in recent years and improving employment
figures (Source: Eurostat). The recent growth was fueled by internal consumption and investment. Industry
(automotive, heavy industry) as well as tourism plays an important role in the economy (Source: Hungarian
Central Statistical Office).

Hungary has been a European Union member since 2004. In 2006, the country experienced major political
upheaval and its government faced street protests. In 2010, that government was replaced by the current
government, which has adopted a centralized and unilateral policymaking approach.

Telecommunication Services Market
Overview

The Hungarian telecommunication services market generated revenue of €2.9 billion in the year ended
December 31, 2015 and grew, in terms of revenue, at a CAGR of 1.8% in the period from January 1, 2014 to
December 31, 2015 (Source: Hungarian Central Statistical Office). As at December 31, 2015 mobile
telecommunication services represented the largest share, accounting for €1.3 billion, or 46.8% of total revenue,
fixed internet and data accounted for €0.6 billion, or 20.5% of total revenue, pay TV accounted for €0.3 billion,
or 9.7% of total revenue and other segments (including fixed-line telephony) accounted for €0.7 billion, or 23.0%
of total revenue (Source: Hungarian Central Statistical Office).

The table below sets out the evolution of revenue for the key segments of the Hungarian telecommunication
services market for the years ended December 31, 2013, 2014 and 2015:

For the year ended
December 31,

2013 2014 2015
(€ millions)

Pay TV 252.1 262.3 276.3
Fixed internet and data ... ........ . ... . 530.3 547.6 586.6
Mobile telecommunication SEIVICES . . ..ot vn ittt et et 1,185.9 1,181.1 1,336.7
Other® . 788.1 773.2 655.6
Total .. . 2,756.3 2,764.2 2,855.2

Source: Hungarian Central Statistical Office (https://www.ksh.hu/docs/eng/xstadat/xstadat_annual/i_onp012.html).

(1)  Includes services provided via cable TV, DTH, IPTV and other technologies. See “Part 6—Business Description—QOur Business Lines.”

(2)  Includes fixed-line telephony and data network services and other service.

There are a number of taxes specifically targeting the telecommunication or audiovisual media industry in
Hungary. For example, every telecommunication operator is required to pay HUF2 (residential voice lines) or
HUF3 (corporate voice lines) per minute of a voice call and per each SMS/MMS sent (capped at HUF700 per
month on every residential voice line, and HUF5,000 per month on every corporate voice line per month). In
addition, telecommunication services providers are required to pay a tax of HUF125 per meter on last-mile
networks (excluding backbone networks), and all their financial (non-cash) transactions are subject to a tax of
0.3%. In addition, the Hungarian Government adopted a 5.3% tax on television advertising revenue in 2014.
Companies with less than HUF100 million advertising revenue are exempt.
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Competition

We offer cable TV, fixed internet and data and fixed-line telephony services in Hungary though our fixed
fiber optics network. We also offer DTH TV services and resell mobile internet and data services provided by a
third party.

The tables below provide a comparison of the segments of the Hungarian telecommunication services
market that we cover with coverage by our principal competitors as at December 31, 2016:

The Group Magyar Telekom UPC Hungary Invitel

Pay TVD o

Cable TV ... v v v v
DTH . ..o v v v —
Other . ... ... — v v v
Fixed internetand data ...................... v v v v
Mobile internet and data .. ................... /@ v v —
Fixed-line telephony ........................ v v v v

(1)  Includes services provided via cable TV, DTH, IPTV and other technologies. See “Part 6—Business Description—QOur Business Lines.”

(2)  Asareseller of internet services from Telenor (Source: Peer reports, ANCOM).

All our competitors offer multiple-play packages, which combine two or more fixed and/or mobile
telecommunication/entertainment services. See “—Multiple-play.”

Our principal competitors in Hungary across all business lines are Magyar Telekom, UPC Hungary and
Invitel. The pay TV and fixed internet and data markets are dominated by us, UPC Hungary and Magyar
Telekom. Invitel is larger, in terms of RGUs, than us in fixed-line telephony. Our mobile internet and data
operations in Hungary are currently less significant.

Pay TV market

As at December 31, 2016 there were approximately 3.5 million households subscribed to pay TV services in
Hungary. Therefore, the penetration rate of pay TV services was 85.1% (Source: NMIAH). The table below sets
out the evolution of pay TV subscribers, by technology, and pay TV services penetration rates in Hungary in the
period from December 31, 2013 to December 31, 2016:

As at December 31, CAGR
2013 2014 2015 2016 2013-2016
(millions of subscribers)

Cable TV
Analogcable ........ ... .. ... . i 1.0 0.9 0.9 0.8 (5.0%)
Digital cable, IPTV® and other technologies® . .. 1.0 1.2 1.3 1.5 13.3%
DTH ... 0.9 0.9 0.9 0.9 (1.9%)
DTTO 0.1 0.1 0.1 0.1 (6.3%)
Other® . ... .. . 0.4 0.3 0.3 0.3 (11.4%)
Total ...... ... ... .. .. ... 34 34 35 3.5 1.3%
Penetration rate (%) .......... ... ... 82.9% 82.5% 83.8% 85.1%

Source: NMIAH.
(1)  Markets not addressed by the Group.

Cable TV

Cable TV, IPTV and DTH are the principal television signal distribution platforms in Hungary. As at
December 31, 2016, cable TV had a share of 65.2%, in terms of RGUs, of the total pay TV market (Sources:
NMIAH). The digital cable TV, IPTV and other technologies market grew, in terms of RGUs, at a CAGR of
13.3% in the period from December 31, 2013 to December 31, 2016 (Source: NMIAH). The Hungarian pay TV
market is still in the process of shifting from analog to digital cable and we believe that we are well positioned to
benefit from this shift. As at December 31, 2016, digital cable and IPTV technologies accounted for 41.4% of
total subscriptions in Hungary, as compared to 0.7% as at December 31, 2011. As at December 31, 2016, analog
cable accounted for 23.8% of total subscriptions in Hungary, as compared to 36.9% as at December 31, 2011
(Source: NMIAH).
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DTH

The dynamics of the DTH sector in Hungary changed during 2006 with the introduction of our DIGI TV
offer to rival the long-time established operator, UPC Direct (a brand of UPC Hungary). Prior to the launch of
our DIGI TV service, UPC Direct service had been the only DTH operator in Hungary since its introduction in
2000. Magyar Telekom, which entered the market in 2008, became the biggest operator, in terms of RGUs, in
March 2010, overtaking UPC (Source: NMIAH).

Competition

The table below sets out information on our pay TV market share in Hungary, compared to our principal
competitors, as at December 31, 2016:

Pay TV market share (RGUs)® As at December 31, 2016
(%)
The GroUup . ..ot e e 25.1%
UPC HUNGATY . oottt e e e e e e e e e e e e e 26.9%
Magyar Telekom . .. ... 25.2%
Invitel ..o 4.8%
Other .o 18.0%
Total .. ... 100.0%

Source: Group and peer reports, NMIAH.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other Data—
Operating and Market Data—RGUs and ARPU.”

In Hungary, we also face competition from DTT offerings. Antenna Hungaria has completed the switchover
to DTT technology in 2013 and as at December 31, 2016 their MinDigTV Extra product reached 101,297
subscribers, with a population coverage of more than 99.0% as of December 31, 2014 (Sources: NMIAH, EPRA,
Antenna Hungaria). Netflix has entered the Hungarian market in 2016, but we believe that there is a lower
competitive threat due to Netflix’s pricing and the preference for dubbed content among the Hungarian
population.

Fixed internet and data market

Fixed internet and data services are currently widely available in Hungary. The total number of households
consuming these services increased from approximately 2.3 million as at December 31, 2013 to approximately
2.7 million as at December 31, 2016 (Source: NMIAH). Therefore, the fixed internet and data household
penetration rate in the country was approximately 64.7% as at December 31, 2016, compared to an average of
approximately 82.9% in Western European countries. (Sources: NMIAH and the European Commission).

The table below sets out the evolution of fixed internet and data, by technology, and fixed internet and data

penetration rates in Hungary in the period from December 31, 2013 to December 31, 2016:

As at December 31, CAGR
2013 2014 2015 2016 2013-2016
(millions of subscribers)

XD S 0.8 0.8 0.8 0.8 (0.1%)
Cable DOCSIS 3.0 ... e 0.4 0.6 0.9 1.0 33.7%
Cable DOCSIS 2 0r lIOWer . . .. oo ti i e e 0.5 0.4 0.2 0.1 (35.8%)
0 0 0.4 0.4 0.4 0.5 13.3%
Other ..o 0.2 0.2 0.2 0.3 5.4%
Total .. ... .. 2.3 2.4 2.6 2.7 5.4%
Penetration rate (%) .. ...... ... . 55.9% 58.9% 61.9% 64.7%

Source: NMIAH.

Cable is the leading internet connectivity technology, having overtaken xDSL in 2010 (Source: Hungarian
Central Statistical Office). As at December 31, 2016, cable internet subscriptions accounted for 42.6% of total
fixed internet and data subscriptions (Source: NMIAH).
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The table below sets out information on our fixed internet and data market share in Hungary, compared to
our principal competitors, as at December 31, 2016:

Fixed internet and data market share (RGUs)® As at December 31, 2016
(%)
The Group . . ..ot 15.8%
UPC HUNGATY . oottt e e e e e e e e e e 22.1%
Magyar Telekom . .. ... 35.1%
InVitel . 9.4%
O NeT . oo 17.6%
Total . ... 100.0%

Source: Group and peer reports, NMIAH.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other
Information—Operating and Market Data—RGUs and ARPU.”

All four leading fixed internet and data providers have been investing in next generation access (“NGA”)
infrastructure (including FTTB/FTTH, Cable DOCSIS 3.0, VDSL and other superfast broadband technologies
with download speeds of at least 30Mbps). UPC Hungary has recently upgraded its network to DOCSIS 3.0
standard and as at December 31, 2016, their fiber network covered approximately 41.3% of households in
Hungary, with approximately 1.7 million homes passed (Sources: NMIAH and peer reports). Magyar Telekom
more than doubled their capital expenditures in the first quarter of 2016 compared to the first quarter of 2015 due
to accelerated FTTH roll-out and as at December 31, 2016, their fiber network covered approximately 38.1% of
households in Hungary, with approximately 1.6 million homes passed (Sources: NMIAH and peer reports). We
have completed an upgrade for approximately 90.0% of our FTTB/FTTH networks in Hungary to GPON or
comparable technology. As at December 31, 2016, our fiber network covered 24.0% of households in Hungary,
with approximately 1.1 million homes passed. According to the European Digital Agenda, Hungary has increased
its coverage of NGA from 2.4 million households, or 59.7% of total households, as at December 31, 2012 to
3.2 million households, or 78.2% of total households, as at December 31, 2015, at a CAGR of 10.0%. This is the
result of both the European Commission’s strategy to upgrade infrastructure across the EU as well as increasing
demand for higher speeds. Speeds over 30Mbps account for a high proportion of the market, with 62.6% share as
at December 31, 2016 increasing from 22.1% as at December 31, 2011 (Source: NMIAH).

The table below sets out the download and upload connection speeds from customer tests in Hungary as at
April 21, 2017:

As at April 21, 2017
Download Upload

(Mbps)
The GrOUP . ..ottt e e e e e 201 97
Magyar Telekom . ... ... 44 11
UPC HUNGATY . .ottt e e e e e e e e e e e e e e 102 12

Source: NMIAH (Szelessay).

Fixed-line telephony market

There were approximately 3.1 million telephone main lines in Hungary as at December 31, 2016 (Source:
NMIAH). Therefore, the fixed-line telephony penetration rate was 75.2% as at December 31, 2016, an increase
from 74.0% as at December 31, 2013. The numbers of fixed telephony lines in Hungary increased slightly in the
period from December 31, 2013 to December 31, 2016 at a CAGR of 0.9%, as a fixed-line telephony service is
included in bundles provided to consumers.
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The table below sets out information on our fixed internet and data market share in Hungary, compared to
our principal competitors, as at December 31, 2016:

Fixed-line telephony market share (RGUs)® As at December 31, 2016
(%)
The GIoup . ..o e 11.6%
UPC HUNGATY . .ot e e e e e 17.5%
Magyar Telekom . .. ... o 52.1%
Invitel .o 12.8%
Other . . 6.0%
Total . ... 100.0%

Source: Group and peer reports, NIIAH.

(1)  Our RGU figures may not be comparable to RGU figures of our competitors. See “Part 2—Presentation of Financial and Other
Information—Operating and Market Data—RGUs and ARPU.”

Multiple-play

Similar to the trends in some other EU countries, it is becoming increasingly common in Hungary for
operators to provide their services in multiple-play bundles as part of which consumers subscribe for two or more
services. In order to incentivize customer acquisitions, individual services are often offered at a discount in such
multiple-play bundles. For example, in Hungary the number of subscribers for TV, fixed voice and internet and
data services increased from 44.5% of total subscribers as at March 31, 2016 to 45.5% as at September 30, 2016,
while the share of subscribers to only TV services decreased from 36.6% to 35.9% in the same period.

SPAIN

Overview

Spain is located on the Iberian Peninsula in South-Western Europe, and shares borders with France, Andorra
and Portugal. It has a population of approximately 46.4 million as at December 31, 2015 (Source: Eurostat).

The table below sets out the evolution of certain key economic indicators for Spain in the period from
December 31, 2013 to December 31, 2016:

As at and for the year ended December 31,

Key economic indicators 2013 2014 2015 2016

Real GDP growth/contraction (%) ...........c.coiuiii.. (1.7%) 1.4% 3.2% 3.2%
Unemployment rate (%, annual average)D .. .................. 17.3% 16.0% 14.5% 12.8%
Inflation/deflation (%, annual average) ....................... 1.5% (0.2%) (0.6%) (0.3%)

Source: Eurostat.

(1)  Unemployment is calculated as the number of people unemployed as a percentage of the entire Spanish population.

The Romanian population in Spain was approximately 993,909 as at June 30, 2016. Romanians formed the
largest group of foreigners in the country, representing approximately 19.8% of the Spanish total foreign
population of approximately 5.0 million as at June 30, 2016 (Source: Spanish Permanent Observatory of
Immigration).

Mobile Telecommunication Market Overview

Spain has one of the largest mobile markets in Europe (Source: European Commission). The total number of
subscribers as at December 31, 2016 was 51.2 million, with 75.7% subscribing on a post-paid basis (Source:
CNMO). Despite penetration exceeding 100% as far back as 2005, subscriber growth continued until the end of
2011, although at a slower rate (Source: CNMC). More recently, annual declines in subscriber numbers have
occurred predominantly in the pre-paid segment (at a CAGR of 9.4% in the period from December 31, 2011 to
December 31, 2016) with post-paid subscribers showing some growth (at a CAGR of 3.7% in the period from
December 31, 2011 to December 31, 2016) (Source: CNMC). Despite the saturated mobile market and the
economic crisis, a number of MVNOSs have entered the Spanish mobile market in recent years. Notable examples
include cable operators such as ONO (acquired by Vodafone in March 2014) and Euskaltel or fixed operators
such as Jazztel (acquired by Orange in September 2014).
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The major mobile telecommunication service providers in Spain are TME (Movistar), Vodafone Spain,
Orange Espafa and Yoigo (acquired by Masmoévil in June 2016). Despite its privatization, TME (Movistar)
remains the dominant player (Source: CNMC). Our overall market share in the Spanish telecommunication
services market as at December 31, 2016, was approximately 1.2% (Source: CNMC).

The CNMC actively encouraged the entrance of virtual operators, which now compete with the four
operators named above (Source: European Commission). Spain’s first MVNO, Carrefour Mévil, launched
services in the fourth quarter of 2006, and since then, a number of players have entered the market, including
Carphone Warehouse (Happy Movil), Jazz Telecom (Jazztel, subsequently acquired by Orange), ONO
(subsequently acquired by Vodafone) and Euskaltel. There were 4.3 million MVNO subscribers as at
December 31, 2016, representing approximately 8.4% of the total mobile market (Source: CNMC).

According to a CNMC telecommunication report for 2015 on intense competition among network operators,
the fast development of the multiple-play market and the development of MVNOs in Spain exerted continuous
pressure on prices. According to data from CNMC, since the introduction of MVNOs in 2006, the post-paid
monthly ARPU has fallen from €19.12 for the year ended December 31, 2006 to €5.46 for the year ended
December 31, 2015, and pre-paid monthly ARPU has fallen from €20.03 to €6.63 during the same period.

ITALY

Overview

Italy is located in Southern Europe, and shares borders with France, Switzerland, Austria and Slovenia. As
at December 31, 2015, it had a population of approximately 60.8 million (Source: Eurostat).

The table below sets out the evolution of certain key economic indicators for Italy in the period from
December 31, 2013 to December 31, 2016:

As at and for the year ended December 31,

Key economic indicators 2013 2014 2015 2016
Real GDP growth (%) . ......ooiii i (1.7%) 0.1% 0.8% 0.9%
Unemployment rate (%, annual average)® .................. 6.7% 7.1% 6.7% —
Inflation (%, annual average) ............. ..., 1.2% 0.2% 0.1% (0.1%)

Source: Eurostat.

(1) Unemployment statistics for the year ended December 31, 2016 are not yet available via Eurostat.
(2)  Unemployment is calculated as the number of people unemployed as a percentage of the entire Italian population.

The Romanian population in Italy was approximately 1.2 million as at December 31, 2015. Romanians
formed the largest group of foreigners in the country, representing 22.8% of Italy’s total foreign population of
approximately 5.1 million (Source: AGCOM).

Mobile Telecommunication Market Overview

As at December 31, 2016, Italy had 98.2 million active mobile subscriptions (Source: AGCOM). In Western
Europe, Italy’s mobile user base was the second largest behind Germany, with a mobile penetration rate of more
than 161.5% as at December 31, 2016, and it is one of the most saturated wireless markets in the world (Source:
European Commission). The market is also characterized by a high percentage of pre-paid customers at 74.8% as
at December 31, 2016, which has been relatively stable since 2013.

Italy has four mobile telecommunication service providers: Telecom Italia S.p.A. (“TIM”) (a former state
monopoly), Vodafone Italy, Wind Telecomunicazioni and H3G Italia (Source: AGCOM). The European
Commission recently approved a joint venture between H3G Italia and Wind Telecomunicazioni. The announced
remedy package was taken by Iliad who is anticipated to enter the market in 2017.

Our overall market share in the Italian telecommunication services market as at December 31, 2016, was
approximately 0.1% (Source: AGCOM).

Italy’s first MVNOs were launched in mid-2007, and there were at least six MVNOs in the market as at
December 31, 2016 (Source: AGCOM). AGCOM reported that there were 7.3 million MVNO subscriber
accounts in Italy as at December 31, 2016, as compared to 6.7 million as at December 31, 2014 and 4.5 million
as at December 31, 2012, resulting in a market share of 7.4% as at December 31, 2016.
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PART 6
BUSINESS DESCRIPTION

Investors should read this “Part 6—Business Description” in conjunction with the more detailed
information contained in this Prospectus including the financial and other information appearing in
“Part 10—Operating and Financial Review.” Where stated, financial information in this section has been
extracted from “Part 15—Historical Financial Information.”

OVERVIEW
Introduction

We are a leading provider of telecommunication services in Romania and Hungary based on number of
RGUs. Our offerings in both countries include cable and DTH television services, fixed internet and data and
fixed-line telephony. Our fixed telecommunication and entertainment services are offered through our
technologically advanced fiber optic network, covering approximately 62% and 24% of households in Romania
and Hungary, respectively, and both countries are entirely within the footprint of our DTH signal. Our cable and
DTH television subscribers enjoy access to custom-made channels and pay-to-view services, which carry
premium movies and sports content, as well as various third-party products. We also operate the fastest growing,
in terms of RGUs (Sources: Group and peer reports, ANCOM), and one of the most technologically advanced
mobile networks in Romania, which shares the backbone of our fixed fiber optic infrastructure. In addition, we
provide mobile telecommunication services as an MVNO to the large Romanian communities in Spain and Italy.

For the year ended December 31, 2016 our Romanian operations accounted for €612.7 million, or 72.7%, of
our total revenue; our Hungarian operations accounted for €137.9 million, or 16.4%, of our total revenue; our
Spanish operations accounted for €83.0 million, or 9.9%, of our total revenue; and our Italian operations
accounted for €9.2 million, or 1.1%, of our total revenue. Although in the past we had operations in other Eastern
European countries, all such operations were disposed of in 2013 and 2015. Apart from our targeted MVNO
operations in Spain and Italy, we currently focus exclusively on our core markets. As a result, the combination of
our fixed network, satellite and mobile capabilities in Romania and Hungary and our deep local expertise makes
us a European leader in geographically focused telecommunication solutions.

We have grown mainly organically from approximately 0.7 million RGUs at December 31, 2002 to
approximately 12.4 million RGUs as at December 31, 2016, during which period we have developed from a
cable TV provider to a provider of multiple-play services, including cable TV, fixed internet and data, mobile
telecommunication services, fixed-line telephony and DTH television services. At December 31, 2016, we had a
total of approximately 12.4 million RGUs, of which approximately 3.3 million were cable TV RGUs,
approximately 2.5 million were fixed internet and data RGUs, approximately 3.9 million were mobile
telecommunication services RGUs, approximately 1.7 million were fixed-line telephony RGUs and
approximately 0.9 million were DTH RGUs.

We have consistently generated strong revenue streams. We generated €661.6 million, €750.1 million and
€842.8 million of revenue in the years ended December 31, 2014, 2015 and 2016, respectively, representing a
CAGR of 14% from 2014 to 2016 for continuing operations. In recent years we invested heavily in the
development of our mobile business in Romania. Therefore, our Adjusted EBITDA and Adjusted EBITDA
margins for continuing operations remained relatively stable from €226.9 million and 35.0%, respectively, for the
year ended December 31, 2014 to €237.5 million and 31.8%, respectively, for the year ended
December 31, 2015. We have reported Adjusted EBITDA and Adjusted EBITDA margins for continuing
operations of €263.3 million and 31.2%, respectively, for the year ended December 31, 2016, representing a
CAGR of 8% from 2014 to 2016 for continuing operations.

We offer five principal types of service:

* Cable TV is our original line of business. As at December 31, 2016, we had approximately 2.9 million
Romanian RGUs and approximately 473,000 Hungarian RGUs for cable TV services. Cable TV services
accounted for 25.7% of our revenue in the year ended December 31, 2016. As at December 31, 2016, our
cable TV services, together with our DTH services, had a share of approximately 49.0% and
approximately 25.1% in the Romanian and Hungarian pay TV markets, respectively (Sources: Group and
peer reports, ANCOM, NMIAH).

* Our fixed internet and data services are primarily offered through our FTTB/FTTH networks using
GPON or comparable technology in Romania and Hungary. As at December 31, 2016, we had
approximately 2.1 million fixed internet and data RGUs in Romania and approximately 428,000 RGUs in
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Hungary. Fixed internet and data services accounted for 23.9% of our revenue in the year ended
December 31, 2016. As at December 31, 2016, our fixed internet and data services had a market share of
approximately 48.6% and approximately 15.8% in Romania and Hungary, respectively (Sources: Group
and peer reports, ANCOM, NMIAH).

* We provide mobile telecommunication services using our 3G and 4G networks in Romania, and as an
MVNO targeted at the Romanian communities in Spain and Italy. As at December 31, 2016, we had
approximately 3.2 million mobile telecommunication services RGUs in Romania, approximately
14,000 RGUs in Hungary (where we offer mobile internet and data services as a reseller through
Telenor’s network), approximately 609,000 RGUs in Spain and approximately 86,000 RGUs in Italy.
Mobile telecommunication services accounted for 25.5% of our revenue in the year ended December 31,
2016. As at December 31, 2016, our mobile telecommunication services had a market share of
approximately 11.6% in Romania and relatively small shares in the Hungarian, Spanish and Italian
markets (Sources: Group and peer reports, ANCOM).

* We offer fixed-line telephony services through our networks in Romania and Hungary. As at
December 31, 2016, we had approximately 1.3 million Romanian fixed-line telephony RGUs and
approximately 353,000 Hungarian fixed-line telephony RGUs. Fixed-line telephony services accounted
for 3.8% of our revenue in the year ended December 31, 2016. As at December 31, 2016, our fixed-line
telephony services had a market share of approximately 31.7% and approximately 11.6% in Romania and
Hungary, respectively (Sources: Group and peer reports, ANCOM, NMIAH).

* Our DTH satellite television services are offered in Romania and Hungary. As at December 31, 2016, we
had approximately 641,000 DTH RGUs in Romania and approximately 307,000 DTH RGUs in Hungary.
DTH services accounted for 8.3% of our revenue in the year ended December 31, 2016.

Key Strengths
We consider our key strengths to include the following:

* Attractive local markets with stable structural growth. We focus our telecommunication offerings
primarily on two core geographic segments, Romania and Hungary. Both economies have been
experiencing strong positive developments in recent years, outperforming the European Union’s overall
GDP growth rate, and their respective telecommunication services markets have been growing steadily.
Our home jurisdiction, Romania, has a large and dynamic economy, the real GDP of which is expected to
grow at a CAGR of 3.7% from 2015 to 2018 (compared to an expected CAGR of 1.6% for the European
Union) (Source: Eurostat). Consumer spending grew at a CAGR of 4.9% from 2013 to 2015 (Source:
Eurostat), and Romania’s telecommunication and entertainment industries have benefited from this
growth. The total number of Romanian pay TV (including cable TV and DTH platforms), fixed internet
and data and mobile telecommunication services subscribers has grown significantly in recent years, and
the country’s telecommunications market offers further significant potential growth opportunities in these
business lines. As regards our cable TV and DTH business lines, there is limited free TV in Romania,
while pay TV offers a variety of popular programming, including exclusive live content. In addition, only
41.2% of the country’s cable TV subscribers used digital technology at December 31, 2015 (Source:
ANCOM), which provides an opportunity to transfer existing subscribers from the analog platforms that
they are currently using to our advanced digital platform. As regards fixed internet and data, it had a
51.8% household penetration rate in Romania at December 31, 2015 (compared to an average of
approximately 83.0% in the European Union) (Source: ANCOM and Eurostat). Given our technologically
advanced fixed fiber network, we are well positioned to take advantage of remaining penetration
opportunities and increase our number of fixed internet and data subscribers. Finally, the Romanian
mobile telecommunication services market is currently generating approximately two times the revenue
of the country’s internet and pay TV markets and is experiencing rapid data consumption growth (Source:
ANCOM). However, it is still experiencing low convergence with fixed pay TV and internet and data
offerings. Given our established and leading positions in the country’s pay TV and fixed internet and data
markets, based on number of RGUs, as well as our advanced and extensive mobile network, we are well
placed to capitalize on these conditions in order to grow our share of the mobile telecommunication
services market. Our operations in Romania and Hungary accounted for approximately 72.7% and 16.4%,
respectively, of our consolidated revenue for the year ended December 31, 2016.

* Market leadership in core business lines and robust RGU growth. We are the leading provider of pay
TV services in Romania by number of RGUs. As at December 31, 2016 we had an approximate 49.0%
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share of the Romanian pay TV services market and were third in Hungary with an approximate 25.1%
share. We also lead Romania’s fixed internet and data market with an approximate 48.6% market share,
while being third in Hungary with an approximate 15.8% share, in each case, as at December 31, 2016. In
addition, we are the second largest provider of fixed-line telephony services in Romania with an
approximate 31.7% market share and are the fourth in Hungary with an approximate 11.6% share, in each
case, as at December 31, 2016. Finally, we are the fourth-largest provider of mobile telecommunication
services in Romania with an approximate 11.6% share of the post-paid market as at December 31, 2016.
During recent years, we have made significant investments to increase our pay TV and fixed internet and
data services market shares, which in 2016 enabled us to outperform all our major competitors in
Romania in the mobile and fixed telecommunication industries in terms of net subscriber add-ins and
RGU growth (Source: Group data, peer reporting). We continue to focus on increasing market penetration
in our existing markets by further expansion and the cross-selling of multiple service offerings to our
current and prospective subscribers. Capitalizing on our high-quality technical infrastructure, competitive
pricing and attractive content we have achieved substantial organic growth; increasing our total RGUs
across all business lines from approximately 10.8 million as at December 31, 2014 to approximately
12.4 million as at December 31, 2016, which represents a CAGR of 7% from 2014 to 2016.

Advanced infrastructure, including nationwide fiber networks in Romania and Hungary and the
fastest growing, in terms of RGUs, mobile network in Romania. Our fixed fiber optic networks in
Romania and Hungary are technologically advanced and cover approximately 62% and 24%,
respectively, of households in those countries as at December 31, 2016 (Source: Eurostat; Hungarian
Central Statistical Office). We have upgraded approximately 84% of our Romanian and Hungarian fixed
fiber optic networks to GPON or comparable technology and are currently able to offer transmission
speeds of up to 1 Gbps for internet and data services, the fastest available to residential users in those
markets. As at December 31, 2016, our 3G and 4G mobile telecommunication services in Romania
covered approximately 98% and 37% of the population, respectively, and, as at December 31, 2016, were
provided via approximately 3,400 and 1,200 mobile base stations, respectively, over 61% of which shared
the backbone of our fixed fiber optic network. Since we refocused on our Romanian mobile
telecommunication services in 2014, our extensive coverage and attractive mobile offerings have allowed
us to grow RGUs in this business line from approximately 1.7 million as at December 31, 2013 to
approximately 3.2 million as at December 31, 2016. To support continued growth, we have invested over
€1 billion in recent years in network capital expenditure.

Leading commercial proposition for customers. Our technical capabilities, wide network coverage and
multiple service offerings, including mobile services, enable us to provide our customers with a wide
range of services at competitive prices. Our ability to offer multiple services is a central element of our
strategy and allows us to attract new customers who wish to benefit from our varied product offerings, to
expand the uptake of our service offerings within our existing customer base and increase customer
loyalty by offering multiple services at cost-effective prices. For example, we offer flexible packages in
Romania, which include a comprehensive cable TV offering (including analog and digital packages with
optional add-ons for HBO, HBO 2, HBO 3 and DIGI FILM), our superfast fixed internet and data (at
speeds of 300 Mbps, 500 Mbps or 1,000 Mbps) and our mobile packages (with tariffs offering
200 minutes, 300 minutes, 500 minutes and unlimited voice traffic, including 3,000 international minutes
to the EU, the U.S., Canada and China). Customers have recognized the value of our commercial
proposition as we experienced approximately 123,000, 137,000 and 515,000 net organic add-ins in the
cable TV, fixed internet and data and mobile telecommunication services business lines, respectively, in
2016, which was approximately 6.7, 3.5 and 1.6 times higher, respectively, than the net add-ins of our
nearest competitor in these business lines for the same period (Source: Group data, peer reporting).

Robust financial performance. Our business has consistently generated strong revenue streams. For the
years ended December 31, 2014, 2015 and 2016 we had total revenue (excluding intersegment revenue,
other income and gain from sale of discontinued operations) of €661.6 million, €750.1 million and
€842.8 million, respectively. Our revenue from continuing operations (excluding intersegment revenue,
other income and gain from sale of discontinued operations) was €647.8 million, €746.3 million and
€842.8 million, respectively, for the same periods. We have historically had robust Adjusted EBITDA
and a disciplined approach to capital expenditure. However, following our refocus on mobile offerings in
Romania in 2014, we have invested heavily in the development of our technologically advanced mobile
business. As a result of such expansion to a new capital intensive business line and divestitures of our
operations in the Czech Republic in 2015, our Adjusted EBITDA remained relatively stable from
€230.8 million for the year ended December 31, 2014 to €238.4 million for the year ended December 31,
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2015. Our Adjusted EBITDA for continuing operations was €226.9 million and €237.5 million,
respectively, for the years ended December 31, 2014 and 2015. At the same time, our total capital
expenditure was €214.8 million and €197.6 million for the years ended December 31, 2014 and 2015,
respectively. This represented 33.2% and 26.5%, respectively, of our revenue from continuing operations
for the respective periods. We reported Adjusted EBITDA of €263.3 million, whilst our capital
expenditure was €216.5 million, or 25.7% of revenue, for the year ended December 31, 2016. In addition,
we have historically maintained prudent capital and liquidity structures with a Leverage Ratio (as defined
below) at the level of 2.8x, 2.7x and 2.9x for the years ended December 31, 2014, 2015 and 2016,
respectively, and an interest coverage ratio (as defined in Note 5 of “Part 9—Selected financial and other
information—Selected financial data and ratios”) at the level of 4.6x, 4.8x, and 5.8x respectively, for the
same periods.

* Highly experienced management team. Our senior management team is made up of professionals who
have, on average, more than 10 years of experience in the telecommunication industry and the Company.
Our controlling shareholder, Mr. Zoltan Teszdri, has, and continues—in his capacity as President and as a
Non-executive Director—to, oversee all key management decisions in relation to the Group since its
foundation in 1992. Our chief executive officer (“CEQ”), Mr. Serghei Bulgac, joined RCS & RDS in
2003 as the chief financial officer (“CFO”) and became CEO in 2015. The majority of our experienced
management team members have been with us for more than 10 years and have made significant
contributions to our transformation from a small cable TV business to a leading provider of
telecommunication services in our core markets. We believe that the collective industry knowledge and
leadership capabilities of our senior management team will enable them to continue to successfully
execute our strategy.

Strategy

Our mission is to provide our customers with high-quality telecommunications services at competitive
prices. Specific components of our strategy include the following:

» Continue to leverage our advanced fixed fiber network, offering high-quality service while maintaining
competitive prices. The current technological state of our Romanian and Hungarian fixed fiber networks
allows us to offer a wide range of high-quality services to our customers at competitive prices while
maintaining low infrastructure operating expenses. We plan on leveraging our high speed networks to
increase our cable TV and fixed internet and data subscribers, as our fiber network throughout Romania
and Hungary is faster and more cost-effective than traditional networks operated by our competitors. We
also plan on further integrating into FTTH.

* Expand our mobile network in our core geographic segments and grow our mobile communication
services business line. As at December 31, 2016, our 3G and 4G mobile telecommunication services
covered approximately 98% and 37% of the Romanian population, respectively. In Hungary, we hold
certain licenses entitling us to develop our own 4G mobile network and we are currently developing the
network that will support our service, with a view to being in a position to launch in 2018 or later. In both
countries, we plan on expanding our 3G and/or 4G coverage while growing our mobile RGUs through
competitive pricing and convergence offerings. We believe that our dense fiber network and existing
licenses provide a solid foundation for future technological developments in the mobile
telecommunication industry.

* Focus on core Romanian and Hungarian markets and expand market share. We intend to focus on
Romania and Hungary, our core markets. Our fixed fiber optic networks allow us to efficiently deliver
multiple services in the areas they cover and we believe there is scope for increase in uptake of our
services in these areas with relatively low additional investment. Our large and growing customer base
creates significant economies of scale. For example, it allows us to make use of common infrastructure
design and centralized facilities, as well as exploit centralized purchasing opportunities with respect to
programming, equipment, TV broadcast rights and other assets and services. In addition, we see potential
for growth of our mobile telecommunication and internet and data services as we believe that the core
Romanian and Hungarian mobile markets still offer opportunities for us to expand.

* Continue to grow our RGU base through product cross-selling and increased penetration of our
services, while managing customer churn. We may also seek to grow through opportunistic
acquisitions. Our goal is to achieve continued organic RGU growth by cross-selling our services to
existing and prospective customers and increasing the penetration of our cable TV, fixed internet and
data, mobile telecommunication, fixed-line telephony and DTH services in Romania and Hungary

79



through multiple service offers. We have seen strong growth in RGUs, from approximately 0.7 million as
at December 31, 2002 to approximately 12.4 million as at December 31, 2016, which was mainly due to
the expansion of our fixed fiber optic networks and cross-selling of additional services to our existing
customers, as well as to the refocusing on our mobile telecommunication business in Romania. In
addition to organic growth, we seek to explore acquisition opportunities in our core Romanian and
Hungarian markets on an opportunistic basis in line with or complementary to our current businesses.
Furthermore, we aim to manage customer churn by ensuring that customers subscribe to multiple services
and providing a market-leading value proposition to existing and prospective customers.

* Offer premium and/or exclusive content to increase the attractiveness of our product offerings. We
intend to maintain and increase the attractiveness of our cable TV and DTH services by continuing to
offer sports, film and other premium and exclusive content through our existing own channel lineup,
which may be further developed or expanded in the future. Our large number of cable TV and DTH
RGUs enables us to acquire new content at a lower cost per customer.

HISTORY
Cable TV Services

Our cable TV business was founded in 1992 by a group of Romanian individuals, including Mr. Zoltin
Teszari, when they founded a company named TVS Holding Brasov and started to build cable networks and offer
cable TV services in Timisoara and Brasov, two of Romania’s main cities.

In 1993, Mr. Zoltdn Teszari co-founded Kappa, which built and operated one of the most important and
modern cable TV networks in Bucharest at that time. Mr. Teszari owned a 50% interest in Kappa.

In 1996, the shareholders of Kappa split the company’s network in Bucharest into two equal parts.
Mr. Teszéri desired the expansion of operations throughout the country, while the other shareholders wished to
limit Kappa’s network coverage to the city of Bucharest. After the split, Mr. Teszari contributed his half of the
original Kappa network and all of his interests in the company into a merger process with the company Analog
CATYV, another important cable operator in Bucharest, which changed its name to Romania Cable Systems S.A.
in 1997.

Since 1996, we have invested heavily in modernizing existing networks and expanding our coverage
through the roll-out of cable networks in underserved areas. We have also acquired numerous fixed internet and
data networks in Romania and Hungary.

From 1998 to 1999, Carpathian Cable Investments S.a.R.L. and its affiliates invested approximately
$10 million. Later, between 1999 and 2000, Celest Limited and its affiliates invested approximately $6 million.
These funds were used for our development needs during that period.

In 2005, the company TVS Holding Brasov, which financially and operationally supported our development
throughout this period, and functioned as a member of the Group, merged with us. Additionally, in 2005,
Romania Cable Systems S.A. merged with Romania Data Systems S.A. (described below) and changed its name
to RCS & RDS S.A.

Cable Communications Systems N.V., which has changed its name to Digi Communications N.V., was
incorporated in 2000 and is currently the controlling shareholder of RCS & RDS.

Diversification and development

Simultaneously with the rapid development of our cable TV services business, we pursued an ambitious
diversification strategy. In 1997, we set up an internet and data subsidiary, Romania Data Systems S.A. Our
initial strategy was to target business users with professional internet and data services offered through our fiber-
coaxial network. In 2001, we began rolling out residential internet services over our cable network, and, by 2002,
we had grown to become the leading ISP in Romania in terms of revenue. We started offering limited fixed-line
telephony services to business and international customers in 2003, immediately following the liberalization of
the Romanian fixed-line telephony market. In 2004, after completing an interconnection agreement with
Telekom Romania, we launched mass-market fixed-line telephony services. We merged Romania Data Systems
S.A. into Romania Cable Systems S.A. in 2005 and changed the newly-formed company’s name to RCS
& RDS S.A.

Following the upgrade of much of our cable network to FTTB in 2006, we re-branded our retail internet
offering as the FiberLink service. We have completed the upgrade of approximately 84% of our FTTB/FTTH
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networks in Romania and Hungary to GPON or comparable technology, allowing us to grow organically through
increased multiple-play penetration among our customers and cross-selling additional services to our existing
customers.

International Operations

We have pursued an international expansion strategy in parallel with our expansion and diversification
within Romania. We began our international expansion at the end of 1998 by commencing operations in Hungary
through the acquisition of 15 small to medium networks in Budapest and three other cities in Hungary. Through
these acquisitions, we offered services to subscribers in Hungary’s four main cities, with a significant focus on
the capital, Budapest. In addition, we established a smaller footprint in Slovakia, starting in 1999 with the
acquisition of 10 small and medium operators. In December 2004, we launched DTH services in Romania under
the brand name “DIGI” and, in 2006, started to provide this service to other central and eastern European
countries that fall within the satellite footprint: Hungary, Slovakia, the Czech Republic, the Republic of Serbia
and Croatia. We also launched MVNO services in Spain (in 2008) and Italy (in 2010), targeting the large
Romanian communities in those countries.

In recent years, we have sold a number of our subsidiaries in non-core jurisdictions. In 2013, we sold our
Croatian subsidiary, 76% of our interest in our Serbian subsidiary and our Slovakian subsidiary. In April 2015 we
sold our subsidiary in the Czech Republic.

Mobile Telecommunication Services

In January 2007, following a public tender process, we won a license to offer 3G mobile telecommunication
services in Romania. We launched our 3G mobile telecommunication services in Romania during October 2007
under the brand name DIGI Mobil and gradually expanded the area covered by our services in order to reach
more potential subscribers and meet our license obligations. Over the years, we have acquired frequency blocks
in various bandwidths in order to expand our capacity and develop our 3G and 4G networks. As at
December 31, 2016, our 3G and 4G networks covered approximately 98% and 37% of the Romanian population,
respectively. Mobile telecommunication and mobile internet and data services are offered in Romania along with
the terrestrial network-based services. Since 2008 we also offer MVNO services in Spain and, since 2010, in
Italy. Additionally we hold several frequency blocks in various bandwidths in Hungary, which may enable us to
develop an offering of mobile communication services in the future.

Own TV Channels & Radio Stations

Since July 2009, we have offered our own TV channels to our customers and individuals that subscribe to
certain other cable operators in Romania and Hungary (from whom we receive fees). Our first such channel was
the premium content sports channel, DIGI Sport. Our channel offering now includes sports channels (DIGI Sport
1, DIGI Sport 2, DIGI Sport 3 and DIGI Sport 4 (each in Romania) and DIGI Sport 1, DIGI Sport 2 and DIGI
Sport 3 (each in Hungary)), a pay TV movie channel (DIGI FILM), a news channel (DIGI 24), documentary
channels (DIGI World, DIGI Life and DIGI Animal World) and music channels U Televiziune Interactiva and
Hora TV. We also own an interest in Music Channel. At the beginning of February 2014, our news channel
(DIGI 24) was declared a “must carry” channel and offered, in addition to our own network, through other cable
networks in Romania for free.

Starting from May 2015, we also have been operating radio stations in Romania (Pro FM, Info Pro, Music
FM, Dance FM). In November 2015, we launched DIGI FM, a new radio station. DIGI FM is operated on the
basis of the license and audiovisual authorization initially issued for Info Pro, which was closed down shortly
after its acquisition.

AREAS OF OPERATIONS

We operate in Romania, Hungary, Spain and Italy. The scope of our services offered in each country varies
from country to country.
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The table below shows the business lines available in each of our geographic segments:

Mobile
Fixed Internet Telecommunication Fixed-line
Cable TV and Data services Telephony DTH
Romania ...................... v v v v v
Hungary ...................... v v 4 v v
Spain ... /O
Ttaly ...... ... ... .. ... .. /O

(1) Data only, as a reseller.

(2)  Asan MVNO.

Our core geographic segments are Romania and Hungary.

OUR BUSINESS LINES

We offer five principal types of service. To customers whose homes or businesses are covered by our fiber
optic network, we offer cable TV, fixed internet and data and fixed-line telephony services, either individually or
in combination. In Romania, we offer mobile telecommunication services primarily alongside our other services,
but also on a standalone basis. In Hungary, we resell Digi branded mobile internet and data access on the Telenor
Hungary network to our customers in Hungary. We also offer DTH services to customers located in Romania and
Hungary.

The table below shows the number of RGUs per business line and per geographic segment as at
December 31, 2016:

Total RGUs
Romania Hungary Spain® Italy® per service
(thousands)

Cable TV ... ... 2,865 473 — — 3,338
Fixed Internetand Data ........................ 2,115@ 428 — — 2,543
Mobile Telecommunication Services ............. 3,213 143 609 86 3,922
Fixed-line Telephony ............ ... ... ... .... 1,339 353 — — 1,692
DTH ... 641 307 — — 948
Total RGUs percountry ...................... 10,172 1,575 609 86 12,443

(I) Asan MVNO.
(2) Includes both residential and business lines.

(3) Data only, as a reseller.

Cable TV Services

Our cable TV services consist of distributing local and international programming content through our cable
TV networks. We offer cable TV services mainly in Romania, where we are the largest pay TV operator, by
number of RGUs (Source: Group and peer reports, ANCOM), and Hungary, where we are the third largest pay
TV operator, by number of RGUs (Source: Group and peer reports, NMIAH) in each case as at December 31,
2016.

As at December 31, 2016, we had approximately 2.9 million cable TV RGUs in Romania and approximately
473,000 in Hungary and a combined number of homes passed in the two countries of approximately 5.7 million.
The total number of cable TV RGUs in Romania increased by approximately 4.8% from approximately
2.7 million as at December 31, 2015 to approximately 2.9 million as at December 31, 2016. Since 2009 we have
also expanded our services into areas that were already covered by the cable TV networks of our competitors or
were not covered by cable TV or internet and data networks. This has generated most of our growth in this period
as our competitive prices, our multiple-service offerings, the quality of our services provided through
technologically advanced networks and our ability to offer premium programming content have proved to be
attractive to customers.

The infrastructure built for cable TV services forms the basis on which we provide fixed-line telephony and
internet and data services to our customers. Our cable TV services have historically generated stable revenue,
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have low maintenance and other operational costs due to our recent investment in the fiber network and provide a
stable and growing base of customers. In the years ended December 31, 2014, 2015 and 2016, cable TV services
generated revenue of €190.0 million, €203.4 million and €216.7 million, representing 28.7%, 27.1% and 25.7%
of total revenue, respectively.

Cable TV product packages
Our packages of cable TV services vary from country to country.

In Romania, we offer two main packages—an analog package and a digital package. These packages each
have two further versions: standard, which is addressed to all customers and includes approximately 60 channels
for the analog version and more than 90 channels for the digital version, and a reduced version, which is
addressed to customers in rural areas, on EOC infrastructure, and includes 36 channels for the analog version and
68 channels for the digital version. At December 31, 2016, approximately 56% of our cable TV customers were
subscribed to the analog package and approximately 44% of our cable TV customers were subscribed to the
digital package. We believe that our standard packages are attractive in the market in terms of range of content
offered for the price, and allowing access to our own channels (other than DIGI FILM, our pay TV channel) for
no additional fee. In combination with the standard version of the digital package, we offer premium movie
channels such as DIGI FILM, HBO and Cinemax at competitive prices. This product structure is available in all
of our cable TV markets in Romania, with certain local variations regarding the number and composition of
channels included in each package.

In Hungary, we offer three packages of cable TV services, each for a monthly fee. Firstly, due to local “must
carry” regulations, we offer a limited package, including any channels we are required to carry under the “must
carry” regulations, with a minimum of 4 national channels, plus local channels of public interest. Secondly, we
offer a “Mini” package consisting of up to 20-25 channels. Thirdly, we offer the basic package “DIGITV”, which
is made up of over 50 local and international channels. Typically, our “DIGITV” packages are attractive in the
market in terms of range of content offered for the price, allowing access to our own sports channels for no
additional fee. In combination with the “DIGITV” package, we offer premium movie channels such as DIGI
FILM, HBO and Cinemax at competitive prices. This product structure is available in all of our cable TV
markets in Hungary, with certain local variations regarding the number and composition of channels included in
each package.

Cable TV pricing

We have adopted a strategy of offering high-quality services at competitive prices. The prices for our
packages are generally in line with, or lower than, the prices offered by our competitors for comparable content.
We also generally structure our prices to encourage subscription to our value-added services and pursue a
multiple-service strategy. We apply this approach throughout our service offerings because we believe this
encourages our customers to subscribe to more of the services we offer.

Our prices for cable TV services are different in Romania and Hungary. This price difference is primarily a
consequence of the differences between the relative disposable income per capita in these two countries, the costs
related to the number and type of channels included in our packages and the local competitive environment. We
believe that we are recognized as a “low-price high-quality service” cable TV provider in the markets in which
we operate.

We bill our cable TV services in local currencies. The table below sets out the prices in local currencies of
our cable TV packages in the relevant markets as at December 31, 2016 (inclusive of VAT):

Romania RON (VAT included) EUR equivalent (VAT include)®
Analog) ... . 24.19 5.33
Analog—Popular ........ ... ... oL 19.35 4.26
Digital® ... 28.06 6.18
Digital—Popular .. ........... .. .. ... ... 24.19 5.33
DIGIFILM® 2.9 0.64
HBOW . 12.583 2.77
Cinemax® . ... . ... .. . 6.77 1.49
MaxPack® ... ... 13.55® 2.98

(1) In January 2017 VAT in Romania was lowered to 19% (VAT in the previous year had been 20%) and gross prices in Romania were
adjusted downwards accordingly.
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(2)  Prices from local currency were translated to EUR equivalent using the foreign exchange rate as at December 31, 2016.

(3) Since May 1, 2015 the price for HBO and MaxPack has also included access to HBO GO for no additional charge.

Hungary HUF (VAT included) EUR equivalent (VAT included)®
Mandatory Package . ........... ... ... .. ... 980 3.15
DIGIMIni ..........c.oiiuiniiia.. 1,700 5.47
DIGITV ... 3,300 10.61
DIGIFILM . ......... ... . . 300 0.96
HBO® . . . 2,090 6.72
MaxPack@®-® ... .. 2,590 8.33

(1)  Prices from local currency were translated to EUR equivalent using the foreign exchange rate as at December 31, 2016.
(2) Since May 1, 2015 the price for HBO and MaxPack has also included access to HBO GO for no additional charge.

(3) Cinemax is provided only as part of the MaxPack, which includes HBO and Cinemax.

In the year ended December 31, 2014, we generated €190.0 million from cable TV services (representing
28.7% of our revenue), of which €155.5 million was generated in Romania. In the year ended December 31,
2015, we generated €203.4 million from cable TV services (representing around 27.1% of our revenue), of which
€166.8 million was generated in Romania. In the year ended December 31, 2016, we generated €216.7 million
from cable TV services (representing approximately 25.7% of our revenue), of which €175.7 million was
generated in Romania.

Fixed Internet and Data

We first launched our fixed internet and data services in Romania in 1998. We focused mainly on business
customers until 2001, at which time we began offering our fixed internet and data services to residential
customers as well. We believe that residential customers continue to offer the best growth prospects for our
business.

We provide fixed internet and data services principally through our fiber optic network in Romania and
Hungary to both corporate and residential users in a variety of packages. We offer fixed internet and data access
by subscription to all our network customers as part of our multiple service offerings in Romania and Hungary as
well as on a standalone basis.

In the year ended December 31, 2014, we generated €177.9 million from fixed internet and data services
(representing 26.9% of our revenue), of which €147.5 million was generated in Romania. In the year ended
December 31, 2015, we generated €189.3 million from fixed internet and data services (representing around
252% of our revenue), of which €155.9 million was generated in Romania. In the year ended
December 31, 2016, we generated €201.6 million from fixed internet and data services (representing around
23.9% of our revenue), of which €163.6 million was generated in Romania. As at December 31, 2016, we had
approximately 2.1 million fixed internet and data RGUs in Romania (including business subscribers) and
approximately 428,000 such RGUs in Hungary.

Business subscribers represent an important part of our fixed internet and data business in Romania, as they
generate a significant part of our revenue streams, although they are much fewer in number than residential
subscribers. At December 31, 2016, we had approximately 115,000 business internet and data RGUs, compared
with 103,000 and 89,000 at December 31, 2015 and 2014, respectively. Our ARPU for business users of our
fixed internet and data business was €35.76 at December 31, 2016, compared with €39.19 and €42.99 at
December 31, 2015 and 2014, respectively.

Fixed internet and data product packages

We offer several residential fixed internet and data services packages at competitive prices in Romania and
Hungary. The differentiation between our packages is based on access speed, which varies from entry level to
advanced level. Our fixed internet and data package offering is designed to increase the value we provide to our
customers while at the same time increasing our ARPU by leveraging our existing infrastructure.

e “Fiberlink 3007, “Fiberlink 500” and “Fiberlink 1,000 are our main residential fixed internet and data
offerings in Romania. “Fiberlink 300 allows unlimited traffic at a speed of up to 300 Mbps. “Fiberlink
500 and “Fiberlink 1,000” (available since 2013) allow for unlimited traffic at speeds of 500 Mbps and
1 Gbps, respectively, the fastest internet service currently offered to residential users in Romania. We

84



migrated our “Fiberlink 100” customers (enjoying speeds of up to 100 Mbps) to our “Fiberlink 300”
package. We also offer a “Fiberlink Popular” package to certain of our rural customers. It allows
unlimited traffic at a speed of up to 30 Mbps.

e “DIGINet 100, “DIGINet 100 Pro” and “DIGINet 200" are our main residential fixed internet and data
offerings in Hungary. “DIGINet 100 allows unlimited traffic at up to 100 Mbps, “DIGINet 100 Pro”
allows unlimited traffic at a symmetric speed of up to 100 Mbps, while “DIGINet 200 allows unlimited
traffic at a speed of up to 200 Mbps. In addition, in July 2014 we launched “DIGINet 500" and “DIGINet
1000 (the fastest internet service currently offered to residential users in Hungary) which allow
unlimited traffic at a speed of up to 500 Mbps and 1 Gbps, respectively.

In addition to these standard packages, we offer the following premium fixed internet and data
communication services for our business users in Romania:

* fixed internet access and/or data transmission based on fiber optic network equipped with GPON, SDH or
DWDM, with any bandwidth ranging from below 1 Mbps to 1 Gbps or even several Gbps; we also
provide, upon request, connections with redundancy based also on our fiber network, our fixed wireless
network or our 3G and 4G networks;

* leased lines, national or international, protected or unprotected, SDH or DWDM, with any capacity from
El, E3, STM1 up to 10 Gbps; and

* other value added services such as managed services, collocation, DNS, web hosting and cloud storage.

Fixed internet pricing

In both Romania and Hungary, we offer an array of attractively priced fixed internet service offerings. We
constantly aim to adapt our service offerings to changes in subscribers’ preferences, bandwidth requirements and
pricing trends.

We generally offer a high-speed and affordable means of fixed internet access for residential users in
Romania and Hungary, and we bill our fixed internet and data services in local currencies. The tables below sets
out the prices in local currencies of our fixed internet and data services in the relevant markets as at
December 31, 2016 (inclusive of VAT):

Romania®
Price (VAT included) Price (VAT included)
Download Speed RON EUR equivalent®
FiberLink Popular ................... 30-300 Mbps® 15 3.30
FiberLink 100/300 .. ................. 100/300 Mbps® 28 6.17
FiberLink 500 ...................... 500 Mbps 34 7.49
Fiber Link 1000 . .................... 1 Gbps 39 8.59

(1)  Starting from January 2017, VAT in Romania was decreased to 19% (VAT in prior year was 20%) and gross prices for Romania were
adjusted downwards accordingly.

(2)  Prices from local currency were translated to EUR equivalent using the foreign exchange rate as at December 31, 2016.

(3) Depending on the status of the network upgrade.

Hungary
Price (VAT included) Price (VAT included)
Download Speed HUF EUR equivalent)
DIGINet 100 ..., 100 Mbps 2,700 8.68
DIGINet 100Pro .................... 100 Mbps 3,500 11.25
DIGINet200 ........ccovvinniinn... 200 Mbps 4,000 12.86
DIGINet 500 .........c.cvvinniion... 500 Mbps 4,500 14.47
DIGINet 1000 ............ccoovoon... 1 Gbps 5,000 16.08

(1)  Prices from local currency were translated to EUR equivalent using the foreign exchange rate as at December 31, 2016.

Mobile Telecommunication Services (voice and data)

As at December 31, 2016, we were one of four licensed providers of mobile services in Romania. We
provide mobile telecommunication services, which include both voice and data services, using our 3G and 4G

85



networks in Romania, and as an MVNO targeted at the Romanian communities in Spain and Italy. In Hungary,
we resell third party mobile data services to our customers. In Hungary, we hold certain licenses entitling us to
develop our own 4G mobile network and we are currently developing a network that will support our service,
with a view to being in a position to launch in 2018 or later.

We began offering mobile telecommunication services in Romania in October 2007, and as at December 31,
2016, our 3G and 4G networks coverage extended to approximately 98% and 37% of the country’s population,
respectively. In Romania we have frequency blocks in the bandwidths of: 900 MHz, 2,100 MHz, 2,600 MHz and
3,700 MHz.

Since June 2014 we have launched several campaigns aiming to increase our mobile customer base in
Romania. The campaigns promote an attractive offer targeted at new and existing customers including a variety
of mobile phones for immediate purchase or purchase in installments. The campaigns are supported by
nationwide media advertising (TV, radio, outdoor, online).

We are the leader in inbound number porting in mobile, with 1,058,527 numbers ported between 2008 and
early February 2017. In 2016, there were 879,330 mobile telephony numbers ported in Romania, with the
majority, 434,816 numbers, inbound toward us (Source: ANCOM).

We intend to continue to increase the coverage of our mobile telecommunication service and achieve growth
in subscriber numbers and revenue. We currently ensure 3G coverage to over 98% of the population (which
includes the vast majority of urban areas in Romania and, consequently, the areas where our network customers
are located) through our own mobile network, allowing us to leverage our customer base through multiple service
offerings. We also offer attractively priced standalone mobile telecommunication subscriptions and intend to use
this service to develop new customer relationships.

Mobile telecommunication packages

We offer mobile telecommunication services structured to meet the needs of our subscribers. The service
plans offer flat rates allowing either generous or an unlimited number of minutes of voice communications across
the main networks, as well as mobile traffic up to 50 GB/month at 4G speed. Since 2015, we have offered three
main types of packages, with several variations:

* DIGI Mobil Optim. DIGI Mobil Optim offers a range of packages that target customers who wish to
have unlimited minutes inside and/or outside of the network and a generous monthly mobile data
allowance of up to 10 GB mobile internet traffic at 3G speed and a total of 50 GB mobile internet traffic
at 3G and 4G speed (up to 150 Mbps). The monthly fee range varies between €1.94 and €4.8 (VAT
included) depending of the number of minutes included, 200 minutes for the €1.94 subscription,
300 minutes for the €2.88 subscription. We also offer unlimited voice traffic and selected international
networks (3,000 international minutes to the EU, United States, Canada and China) for the €4.8
subscription; however, depending on the total number of mobile services contracted by the same
customer, this price can go down to €2.88. We also offer to our clients the possibility to acquire a range of
mobile phones within the same price range, regardless of the type of the subscription chosen.

e DIGI Mobil Avantaj. DIGI Mobil Avantaj offers 3 types of subscriptions together with a handset. The
monthly fee is between €1.98 and €4.96 (VAT included) depending on the voice and data traffic included.
The subscriptions offer from 200 minutes up to 500 minutes with national and selected international
networks and up to 5 GB mobile internet traffic at 3G speed and 50 GB mobile internet traffic at 4G
speed.

* DIGI Mobil Pre-paid. We launched DIGI Mobil Pre-paid in December 2015 with option fees that can
vary between €2 and €4 (excluding VAT). Options include unlimited free minutes and SMS within our
network, plus national minutes ranging from 150 to 450 and up to 6 GB of mobile internet data traffic.
The options have a validity period of up to 3 months.

We also offer mobile internet and data services on a stand-alone basis in two different price plans with data
traffic from 10 to 20 GB monthly.

In Romania as at December 31, 2016, we had approximately 3.2 million mobile telecommunication services
RGUs, an increase of approximately 19.1% compared with December 31, 2015 when we had 2.7 million mobile
telecommunication services RGUs.
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MYVNO operations in Spain and Italy
Spain

In December 2008, we started offering voice mobile services in Spain under the brand name DIGI Mobil
using the Telefonica Moviles Espafia, S.A. (“TME”) network. The service is mainly targeted at the large
Romanian community in Spain, and can be contracted either on a pre-paid or post-paid basis. In November 2011,
we started offering mobile data services under the brand name DIGI Naveg@, for the Internet on smartphones,
and DIGI net, for standalone mobile internet and data services. We offer pre-paid and post-paid tariff packages
for voice, SMS and mobile data in Spain.

At December 31, 2016, we had approximately 609,000 mobile telecommunication services RGUs in Spain
generating revenue of €82.7 million for the year ended December 31, 2016.

Italy

In October 2010, we started offering an MVNO voice mobile service in Italy under the brand name DIGI
Mobil using the H3G Italia network. The service is targeted at the large Romanian community in Italy. In order
to address prior technical limitations of our service offerings in Italy, in March 2014, we signed a full MVNO
agreement with TIM which will be effective until December 2020.

We offer pre-paid packages for voice, SMS and data in Italy, which are distinguished by varying mixes of
predefined options on top of our standard tariffs.

At December 31, 2016, we had approximately 86,000 mobile telecommunication services RGUs in Italy
generating revenue of €9.0 million for the year ended December 31, 2016.

Fixed-line telephony

We started offering business fixed-line telephony services in Romania in 2003 and expanded to residential
fixed-line telephony services in June 2004. We began to see the number of our fixed-line telephony subscribers
increase in 2005 as we began to upgrade our cable networks to the FTTB/FTTH standard (our cable networks
have since been upgraded to GPON technology). As at December 31, 2016, we were the second largest fixed-line
telephony operator after Telekom Romania (Source: Group, peer reports, ANCOM), which is the largest fixed-
line telephony operator in Romania (based on the figures published by Telekom Romania as at December 31,
2016). We also started to offer fixed-line telephony services in Hungary in 2007, and we had approximately
353,000 RGUs as at December 31, 2016.

In the year ended December 31, 2014, we generated €38.1 million from fixed telephony services
(representing around 5.8% of our revenue), of which €29.8 million was generated in Romania. In the year ended
December 31, 2015, we generated €32.7 million from fixed telephony services (representing around 4.4% of our
revenue), of which €25.8 million was generated in Romania. In the year ended December 31, 2016, we generated
€31.9 million from fixed telephony services (representing around 3.8% of our revenue), of which €25.1 million
was generated in Romania. As at December 31, 2016, we had approximately 1.3 million fixed line telephony
RGUs in Romania (including business subscribers) and approximately 353,000 in Hungary.

Fixed-line telephony product packages

We offer fixed-line telephony services in Romania and Hungary in the form of service plans structured to
meet the needs of our subscribers. We primarily offer our fixed-line telephony services alongside our cable TV,
internet and data services and mobile telecommunication in order to encourage customers to subscribe to
multiple services and increase customer retention. We also believe our fixed-line telephony service offering helps
make our other business lines as well as our mobile telecommunication and mobile internet and data services
more attractive. We offer two main types of packages for residential customers in Romania:

e DIGI Tel Family. DIGI Tel Family is our basic package with a monthly fee of €1 plus VAT that targets
customers who prefer a lower monthly fee. It includes unlimited free minutes for calls with our other
fixed-line and 3G mobile telecommunication subscribers and 100 minutes for calls to other national fixed
networks.

* DIGI Tel National. DIGI Tel National is a package with a monthly fee of €2 plus VAT. It includes a
fixed-line telephony subscription and unlimited free minutes for calls with our other fixed-line and 3G
mobile telecommunication subscribers as well as other national fixed-line telephony networks and
100 minutes for calls to other national mobile operators.
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In addition to these standard packages, we offer a wide range of services and tariff plans for our business
users in Romania, including optional, value-added services to all our fixed-line telephony customers, over POTS
lines but also over PRI Els, which includes extended numbering, preferred numbers, short numbering, CLIP/
CLIR, call barring, call forward and call on hold services. We had approximately 129,000 fixed-line telephony
business RGUs in Romania as at December 31, 2016, compared with 127,000 and 124,000 at December 31, 2015
and 2014, respectively. Our ARPU for business users of our fixed-line telephony business was €3.72 at
December 31, 2016, compared with €3.62 and €4.55 at December 31, 2015 and 2014, respectively.

In Hungary, we offered the following main types of packages as at December 31, 2016:

* Digitel 200. Digitel 200 is a package that is available to customers that also subscribe to cable TV and
fixed internet and data. It is available for a monthly fee of HUF200 (VAT included) and includes
unlimited free minutes for calls within our own network in Hungary and our fixed network in Romania.
We charge HUF6.25 per minute (VAT included) for calls with subscribers of other fixed-line telephony
networks and HUF15 per minute (VAT included) for domestic calls with subscribers of other mobile
telecommunication networks.

* Digitel 500. Digitel 500 is a package that is available to customers that also subscribe to cable TV and
fixed internet and data. It is available for a monthly fee of HUF500 (VAT included) and we charge HUF2
per minute (VAT included) for calls within our network and to our fixed network in Romania, HUF3 per
minute (VAT included) for calls with subscribers of other fixed-line telephony networks and HUF6 per
minute (VAT included) for domestic calls with subscribers of other mobile telecommunication networks.

* Digitel 900. Digitel 900 is a package that is available to all our customers in Hungary. It is available for
a monthly fee of HUF900 (VAT included) and includes unlimited free minutes for calls within our own
network in Hungary and our fixed network in Romania. We charge HUF6.25 per minute (VAT included)
for calls with subscribers of other fixed-line telephony networks and HUF15 per minute (VAT included)
for domestic calls with subscribers of other mobile telecommunication networks.

From April 1, 2015, the national mobile interconnection rates decreased from HUF7.06/min to
HUF1.71/min. which was reflected in the packages described above.

Fixed-line telephony pricing

In Romania, in addition to flat monthly subscription fees, we charge our fixed-line telephony service
subscribers a per-minute fee for certain calls outside of our fixed-line and mobile telecommunication networks.
DIGI Tel Family subscribers are not charged a fee for on-net calls and for the first 100 minutes in other fixed
networks, are charged a fee of €0.006 per minute for calls, after the first 100 minutes, to other fixed-line
networks and a fee of €0.02 per minute for calls to other national mobile networks. DIGI Tel National
subscribers are not charged fees for on-net calls or for calls to other fixed-line networks and for the first
100 minutes to other national and main EU, U.S., Canada and China mobile networks, and they are charged a fee
of €0.012 per minute for calls to other national mobile networks. The fees for international calls vary on a
country-by-country basis, starting with €0.012 per minute for the main fixed networks in the EU, U.S., Canada
and China.

We set prices for our fixed-line telephony services in euros and bill our customers in local currencies
converted at the exchange rate prevailing on the date of the invoice. The table below sets out the flat fees for our
residential fixed-line telephony services per each type of package, based on call destination (inclusive of VAT):

DIGI DIGI
Destination of calls (Tariffs per minute, in eurocents, VAT included) Tel Family Tel National
(€ cents)
Own network (fixed-lineand mobile) ... ....... ... ... ... ... ... ... ........ 0 0
Other network (fixed-line) ... ... ... . . 0.6 0
Mobile Networks: Orange, Vodafone, Telekom Romania ..................... 2.4 1.2
Fixed-line networks: EU . ... ... . . . . . . 1.2 1.2
Fixed-line networks: U.S.A., Canadaand China ............................ 1.2 1.2
EU Mobile Networks: . ... ... e e e e 2.4-4.8 2.4-4.8
Mobile Network: DIGI Mobil Italy . ........ ... .. . 24 24
Mobile Network: DIGI Mobil Spain .. ...... ... .. .. . i 24 24
Mobile Network: U.S.A., Canadaand China ........... ... .. ..., 1.2 1.2

Note: In January 2017, VAT in Romania was decreased to 19% (VAT in prior year was 20%) and gross prices for Romania were adjusted
downwards accordingly.
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For our business fixed-line telephony services we offer several packages, with prices from €2 to €30 (VAT
excluded). All business subscriptions include unlimited calls in our fixed and mobile networks and in Telekom
Romania’s fixed network, and up to 1,400 free minutes in other national mobile networks.

DTH

Our DTH services consist of distributing programming content via satellite transmission primarily to rural
or small town residential subscribers that receive our services through satellite dish receivers and set-top boxes
installed in their homes. To provide this service, we have entered into a contract with Intelsat (which includes the
lease of two transponders on the Telenor satellite) that will expire in November 2017, at which time we plan to
extend existing relations or consider available alternatives.

We launched DTH services in Romania in December 2004 and, in 2006, we extended our DTH services to
Hungary, Slovakia, the Czech Republic, the Republic of Serbia and Croatia.

To streamline our operations, we sold a number of our subsidiaries which were providing DTH services to a
limited number of customers in our non-core jurisdictions. In 2013, we sold our Croatian subsidiary, 76% of our
interest in our Serbian subsidiary and our Slovakian subsidiary. In April 2015 we sold our Czech Republic
subsidiary.

We are a leading DTH operator in the main markets in Romania and Hungary. In the year ended
December 31, 2014, we generated €87.8 million from DTH services (representing approximately 13.3% of our
revenue) and in the year ended December 31, 2015, we generated €74.5 million from DTH services (representing
approximately 9.9% of our revenue). In the year ended December 31, 2016, we generated €70.1 million from
DTH services (representing approximately 8.3% of our revenue). As at December 31, 2016, we had
approximately 641,000 DTH RGUs in Romania and approximately 307,000 in Hungary.

DTH product packages

Our product offerings include four types of packages (‘“Popular”, “Basic”, “Extra 17 or “Extra 2”) for
Romania and two types of packages (“Digimini” and “DigiTV”) for Hungary. In combination with each of these
packages, we offer premium movie channels such as DIGI FILM, HBO MaxPack, HBO, Cinemax and an Adult
option.

Our offers have certain local, country-specific variations regarding the number and composition of channels
included in each package. These variations are mainly driven by local demand and competition.

* Popular Packages. In Romania, we offer a “Popular” package, which includes a minimum of
25 channels and cannot be combined with the premium movie channels offered.

* Basic Packages. Our “Basic” packages include at least 60 channels in Romania. In Hungary, our “Digi”
package offers at least 70 channels. In addition, in Hungary, due to local “must carry” regulations, we
also offer a limited package with a maximum of 25 channels. We believe that our Basic packages are
attractive in the market in terms of range of content offered for the price. At the same time, the design of
the content of the Basic packages provides an incentive for our subscribers to take up the Extra packages.
The offered channels cover the main genres of programming content such as news, general entertainment,
sports, movies, documentaries, and children’s programs. Our offer includes a wide range of local and
international channels (in most cases with subtitles or dubbed, depending on the market practice).

» Extra Packages. Our “Extra 1” and “Extra 2” packages are currently offered in Romania. They include
at least 63 and 76 channels, respectively, in each market. We try to structure these packages to incentivize
customers who are willing to pay more for certain premium or specialized content while making sure that
our Basic packages contain general channels of interest. The Extra packages are designed to increase our
ARPU among targeted customers. Generally, international channels such as the History Channel, TV
1000, the Travel Channel, Viasat Nature or Viasat History and certain local special-interest channels are
part of these packages.

* Premium Movie Channels. In Romania and Hungary, we offer one or both of the premium movie
channels HBO and Cinemax, either individually or as a combined “MaxPack™ as a separate supplemental
package. HBO and Cinemax offer the latest globally distributed movies, special music and sports events
as well as specially produced premium drama series and the Adult option. In Romania and Hungary, we
also offer our own premium movie channel, DIGI FILM.

Although availability of quality local programming is very important in the DTH business, demand for the
leading international channels is relatively consistent across the markets in which we operate. Thus, a large part
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of the international programming content that we acquire in relation to our DTH business is used to service
multiple markets. This is an important factor in maintaining a low cost base for our DTH services.

DTH pricing

We have adopted a strategy of offering high-quality services at competitive prices. Our prices per package
are generally in line with or lower than the prices offered by our competitors for similar content. Our pricing
policy for DTH services is established on a country-by-country basis. The main factors considered when
determining price are affordability, market conditions, the local competitive environment and profitability.

We bill our DTH services in local currencies. The table below sets forth the monthly prices we charged for
our DTH services as at December 31, 2016 (inclusive of VAT):

Romania RON (VAT included)® EUR equivalent (VAT included)®
Popular........... ... ... ... .. 14.52 3.20
Extral ... 28.06 6.18
Extra2Basic .......... ... .. 28.06 6.18
Extra2Popular ......................... 19.35 4.26
ExtraComplete ......................... 31.94 7.03
DIGIFILM ........ .. ... 2.9 0.64
HBO ... 12.583 2.77
CInemax . .....ovviini i 6.77% 1.49
HBOMaxpack ................coiin... 13.554 2.98
Adult ... . 0.97 0.21

(1) In January 2017, VAT in Romania was lowered to 19% (VAT in the previous year was 20%) and gross prices in Romania were
adjusted downwards accordingly.

(2)  Prices from local currency were translated to EUR equivalent using the foreign exchange rate as at December 31, 2016.
(3) Since May 1, 2015, the price for MaxPack and for HBO has also included access to HBO GO for no additional charge.
(4)  Provided only as part of the MaxPack.

Hungary HUF (VAT included) EUR equivalent (VAT included)®
DIGIMIini ...........0iuiniiiin. 1,700 5.47
Digi oo 3,300 10.61
DIGIFILM ....... ... .. ... . 300 0.96
HBO ... . 2,090@ 6.72
Cinemax ..........oitiiiii .. —3 —
HBO Maxpack ........... .. ... ..., 2,590 8.33

(1)  Prices from local currency were translated to EUR equivalent using the foreign exchange rate as at December 31, 2016.
(2)  Since May 1, 2015, the price for MaxPack and for HBO has also included access to HBO GO for no additional charge.
(3) Provided only as part of the MaxPack.

Own TV channels

Since July 2009 we have offered our own TV channels. Our first such channel was the premium content
sports channel, DIGI Sport. Our own channel offerings now include sports channels (DIGI Sport 1, DIGI Sport 2,
DIGI Sport 3 and DIGI Sport 4 (each in Romania) and DIGI Sport 1, DIGI Sport 2 and DIGI Sport 3 (each in
Hungary)), a pay TV movie channel (DIGI FILM), a news channel (DIGI 24), documentary channels (DIGI
World, DIGI Life and DIGI Animal World), and music channels U Televiziune Interactiva and Hora TV. We
also own an interest in Music Channel. At the beginning of February 2014, our news channel (DIGI 24) was
declared a “must carry” channel and offered solely in Romania through our own network as well as through other
cable networks for free.

All of our own channels are broadcast in standard and high definition. Our premium sports channels own
exclusive rights for Romania and Hungary over certain major sports competitions, such as Serie A and Ligue 1
and the WTA. Furthermore, we are one of a few providers with co-exclusive rights to broadcast the Romanian
Football League and Cup (Romania), Romanian Football Second League (Romania), EHF Champions League
(Romania), Spanish La Liga (Romania), Formula 1 Championship (Romania) and for the UEFA Europa League
(Hungary). We use this premium content to attract a higher number of customers to our services.
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The table below sets forth the main broadcasting rights we had through our premium TV sport channels as
at the date of this Prospectus:

Sport Competition Romania Hungary  Period

Football Romanian Football Championship and Romanian Football Cup v 2015 -2019
Football UEFA Europa League v 2015 -2018
Football ~ Spanish Football Championship “La Liga” v 2015 -2018
Football  Italian Football Championship “Serie A” v v 2015 -2018
Football ~ French Football Championship “Ligue 1” v v 2015 -2018
Football  Qualification matches World Cup 2018 v 2014 -2017
Handball EHF Champions League, Cup and Trophy v 2014 -2017
Racing Formula One World Championship v 2016 - 2017
Tennis WTA Tennis Tournament() v v 2017 - 2021

(1)  Wimbledon Premier is included in the WTA Tennis Tournament broadcasting license.

(2)  We have also held the broadcasting rights for the Moto GP and ATP1000 Master series & World Tour Finals, both of which expired in
2016.

The aggregate value of the licensing fees under these agreements is approximately €110.9 million. In
addition to licensing fees, some of these agreements require us to bear certain technical costs such as costs
related to up- and down-linking. We also plan to acquire additional broadcasting rights in the future in order to
renew or further upgrade our content offering.

In addition to broadcasting them through our pay TV platforms, we offer our own TV channels to certain
other cable TV operators in Romania for a fee. At the end of 2015, we introduced advertising on our own
channels to allow for additional monetization of our channel portfolio.

DIGI FILM

In 2011, we commenced offering a pay TV service in Romania called DIGI FILM across our digital TV
platforms (cable TV and DTH). This service is focused on delivering the latest movies to our customers, before
they become available on regular free-to-air TV channels. In 2012, we also started the service in Hungary.
Customers pay RON2.9 per month in Romania and HUF300 per month in Hungary to access the service.

Radio channels

We also started operating radio stations in Romania (Pro FM, Info Pro, Music FM, Dance FM) in May
2015, and, in November 2015, we launched Digi FM, a new radio station. Digi FM is operated on the basis of the
license and audiovisual authorization initially issued for Info Pro, which was closed down shortly after its
acquisition.

Multiple Offerings

The majority of our customers subscribe to two or more of our services. This is particularly true in relation
to our network-based services, which use the same infrastructure in the delivery of all our services. Accordingly,
we divide our customers between those who utilize our network-based services (network customers), in which
we include our cable TV, internet, fixed telephony and mobile telecommunication services, and customers who
subscribe to our DTH service.

As the geographical coverage of our mobile network has increased, so has the number of customers who
subscribe to multiple services. In Romania, the average number of services per our residential customers in
Romania (excluding DTH customers) was 2.41 and the percentage of network customers using more than one
service was approximately 75% as at December 31, 2016. In Hungary, the average number of services per
network customer was 2.3 and the percentage of network customers using more than one service was
approximately 80% as at December 31, 2016.

The table below shows the percentage of network customers that subscribe to multiple services in Romania
and Hungary as a percentage of our base subscribers as at December 31, 2016:

Romania Hungary

SIngle-play . . ... 25% 20%
220 o 1T ) ¢ OO 75% 80%
Of Which 3 0rmore . ... .. e 47% 53%
Of which quad-play .. ........ . 19% 0.5%

91



We offer certain discounts incentivizing customers to subscribe for more than one service. For example, in
Romania, the mobile internet service provided on USB dongle as “Digi Net Mobil” package is discounted for
customers who also hold a “Fiberlink” fixed internet subscription.

In Hungary, there is a 20% discount for 24-month contracts if all three fixed services (cable TV, internet and
fixed telephony) are purchased as a package.

Although we focus on increasing the number of services to which each customer subscribes and develop our
infrastructure with this objective in mind, we also analyze our business on the basis of our five distinct business
lines. We believe that customers who subscribe to multiple services are less likely to leave our services.

Electricity generation and supply

In 2012, we started to acquire several developmental stage solar energy projects as a means to reduce or
partially offset our costs for electricity. As at December 31, 2016, the projects have an aggregate installed
capacity of 15.72 MW, all of them being operational.

Under incentives promulgated by the Romanian government, producers of electricity from renewable
sources (e.g., solar) that are accredited by the Romanian energy regulator are entitled to receive green certificates
that can be subsequently sold to suppliers and other entities that have a legal obligation to acquire them. In 2016,
sales of green certificates received from our solar energy projects generated €2.1 million.

In 2015, we started operating an electricity supply business, initially targeting business customers, and in
2016 it was extended to also target residential customers. Electricity supply is not a core activity for us; we
entered it largely to broaden our service offering to our clients and hence increase “client stickiness” as well as to
exploit the capabilities we developed and opportunities we identified while selling green certificates and, other
than in December 2016 and the first quarter of 2017, it has been a break-even or slightly loss making business.
Our electricity supply business consists of us buying electricity on the centralized wholesale trading platforms (in
line with applicable legal provisions which forbid “over the counter” agreements) and selling it to our business
and residential customers. In general, our customer contracts are fixed price for up to one year and have no limits
on the amount of electricity the customer can require us to supply. In 2016 we purchased electricity from both the
forward electricity market as well as from the spot market. Approximately half of the energy that we acquired in
2016 was purchased from the forward market, while the remaining energy was purchased on the spot market.
However, in January and February 2017 the quantity of forward purchased energy was negligible. In 2016, we
supplied, in aggregate, approximately 1.1 million megawatt hours to a mix of business and residential customers,
of which business customers accounted for over 95% of consumption. In the first three months of 2017, we
supplied an estimated 249,457 MWh. In March 2017, we intentionally decreased electricity supplied to an
estimated 67,478 MWh, a 28% decrease when compared to the 2016 average of monthly supplied electricity.

Demand from our larger business customers is subject to higher variation and is more difficult to predict
than from residential and mid-sized and smaller business customers. Large and unusual increases in prices for
purchase of electricity in late 2016 and early 2017 due, in part to cold weather and in part to market
dysfunctionality, led to us incurring significant losses in this business during those periods. To reduce our
exposure to such volatility, we are currently in the process of refocusing our energy supply business on
residential and mid-sized and smaller business customers and decreasing the overall volume of electricity
supplied to business customers. Our target is to decrease such volume of business customers by roughly half by
mid-2017 as compared to the previous year and have as at 31 March 2017, already reduced our volume of
electricity supplied to business customers by 28% when compared to the 2016 average of monthly supplied
electricity to business customers. We expect that this will result in us having more manageable supply
obligations and that we will decrease materially the amount of electricity we supply when compared to 2016
levels. In addition, for 2017 we are aiming for at least half of our electricity supply needs to be met through fixed
term contracts. See “Part I—Risk Factors—The results of our energy supply business are dependent on the price
at which we are able to acquire electricity from third parties. Volatility in the cost of electricity may negatively
impact our financial condition and results of operations.”

OPERATIONS
Programming

Separately from the channels that we own, we acquire the rights to distribute channels from local and
international programming content providers. In the case of all international and most local providers, we down-
link and retransmit these channels as originally packaged (or with subtitles or dubbed), while with certain local
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providers we receive the channel via terrestrial fiber optic transmission. As at December 31, 2016, we had
distribution agreements in place with approximately 82 content providers. In total we have the right to retransmit
in Romania and Hungary approximately 299 pass-through channels. Our pass-through channel providers assume
full responsibility for programming content and ensuring compliance with applicable rules on the protection of
minors. We carry both leading local channels and international channels (in most cases with subtitles, or dubbed,
depending on market practice). The programming content generally consists of films, sports, general
entertainment, documentaries, children’s programs, news and music.

Content is generally purchased on a per-subscriber basis or on a flat fee basis. Prices paid for these channels
are sometimes subject to minimum guaranteed fees that are based on a specified minimum subscriber level, with
a number of agreements providing for volume discounts in the fee per subscriber as the total number of
subscribers increases.

The programming content acquired is retransmitted as part of the packages offered both through our cable
TV service and our DTH service. The costs are allocated on a contract-by-contract basis between the cable TV
subscribers and the DTH subscribers.

Fiber Networks

In Romania, we own and operate an advanced, fully digitalized and two-way capable fiber optic network.
The network architecture provides approximately 84% FTTB/FTTH coverage based on GPON or comparable
technology, with the rest (located in rural areas composed primarily of single family homes) being hybrid fiber-
coaxial networks, giving us the highest fiber share among similar cable operators in Europe.

We provide cable TV, internet and data services and fixed telephony through our fiber optic network. Our
subscribers access the Internet primarily through an FTTB/FTTH connection using GPON or comparable
technology. Subscribers using an FTTB/FTTH connection can reach asymmetrical transfer speeds of up to 1
Gbps download and up to 500 Mbps upload. Subscribers are connected to the network using Point-to-Point
Protocol over Ethernet sessions. Our BNG/BRAS system uses N+1 redundancy and is highly distributed.

Our DWDM network reaches Budapest. Total IP Internet Connectivity is around 2 Tbps split as IP Transit
capacity, IP Peering network capacity and CDN network capacity. Our total IP Transit network connectivity is
around 400 Gbps. IP Transit connections have been deployed with two different Tier 1 providers (Teliasonera
and NTT) in three different locations (Bucharest, Budapest and Frankfurt). Total IP Peering network capacity is
over 600 Gbps. Our own IP Peering routers have been deployed in the most important IXPs in the world:
Frankfurt (DE-CIX), Amsterdam (AMS-IX) and London (LINX). Regional IP Peering routers also exist in
Budapest and Bucharest. The total traffic throughput at peak exceeded 1.2-1.3 Tbit/s at the end of December
2016.

Over 700Gbps of CDN capacity has been deployed in our Data Centers all over the country by the largest
content providers like Google, Facebook and Akamai, enabling our subscribers to enjoy top download speeds,
HD quality streaming, instant access to social media and reliable connection to the cloud.

We have a multi-vendor policy for the IP Backbone network routers. Major city nodes in Romania are
connected with multiple redundant 100 Gbps or 10 Gbps links. The national network coverage is ensured through
redundant scalable rings, with transmission capacities ranging between 10 and 300 Gbps.

In Romania, we have an intercity backbone network of approximately 22,000 kilometers. Approximately
76% of this network is aerial, with the remaining approximately 24% buried underground. Most of our intercity
aerial network is built along the power lines of the national electricity distribution and public transportation
companies on the basis of leases. For our metropolitan networks we lease poles or underground rights of way
from private or state-owned transportation companies (such as Metrorex Bucuresti S.A., the Bucharest
underground operator, and certain overground municipal transportation operators in various locations of the
country). Starting in 2011 (and earlier in certain towns and cities), Romanian authorities implemented a series of
regulatory measures which led to a virtual prohibition on building aerial networks in certain cities on public
property (in particular, in urban areas) and imposed pressure to move our existing aerial networks there.
Although in recent years urban regulations were partially relaxed so as to allow above-ground infrastructure
building in rural areas, this regulatory trend is continuing and may lead to forced change in network building
practices, as well as to obligations to change existing network locations. We bury our networks in cities where
local authorities are able to grant us the required authorizations sufficiently quickly or where the necessary
infrastructure is available. The underground network has also been developed on the basis of lease agreements
entered into either directly with municipalities or with other operators acting on the basis of concessions from the
relevant municipalities and/or acquisitions of ownership rights over the overlaying land. Our residential and
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business user network covers, in addition to the capital city, Bucharest, all of the 41 county capital cities and
numerous smaller cities and towns. Our fiber network in Romania passes a total of approximately 4.7 million
homes as at December 31, 2016. We service business customers in all counties and major cities of Romania.

The map below shows our backbone in Romania as at December 31, 2016:

In Hungary, we cover 80 cities with our FTTB/FTTH network, which has similar technical capabilities to
our Romanian network. Our Hungarian fiber network passes approximately 1.1 million homes. We use
approximately 4,306 km of backbone fiber optic network, approximately 32% of which is owned by us, 47% is
subject to long-term leases and the remaining 20% is subject to regular lease contracts.

The map below shows our backbone in Hungary as at December 31, 2016:
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As at December 31,

2014 2015 2016
Romania
Number of homes passed (millions) .................... 4.6 4.6 4.7
Percentage of homes passed™® . ........................ 61% 61% 62%
Hungary
Number of homes passed (millions) .................... 0.9 1.0 1.1
Percentage of homes passed™® . ........................ 20% 22% 24%

(1)  Calculated based on the total number of households from Eurostat for Romania and www.ksh.hu for Hungary.

In Romania and Hungary we continue to pursue technological improvements of our network as well as
expansion of our coverage. We believe that our network provides the opportunity to market attractive fixed
internet and data and fixed-line telephony services, offering significant growth opportunities in terms of
subscribers and revenue with limited additional investment. Nevertheless, we plan to continue to expand our
FTTB/FTTH network to areas not covered by our cable TV operations and to upgrade smaller networks in
Romania to FTTB/FTTH standard using GPON technology to allow higher penetration of fixed internet and data
and fixed-line telephony services. The peak daily internet traffic consumption of our Romanian customers
amounted to approximately 1000 Gbps in December 2016 (including an estimate of 65 Gbps for business
subscribers). We believe this figure may increase further in 2017 due to an increase in the number of subscribers
and improved offerings that we may be able to provide to our subscribers.

Set-top boxes and routers
Set-top boxes

No set-top boxes are required for analog TV customers, and we offer digital set-top boxes with standard HD
CAM modules for our digital TV customers. The first set-top box rental is included in the digital TV tariff, with
additional boxes requiring a supplemental fee; though customers can also opt to purchase rather than rent the
boxes. We currently source set-top boxes from Kaon, Humax, and EKT.

The set-top boxes have the ability to connect an external hard drive to record content to create a personal
video recorder (“PVR”) functionality, which provides customers with a more efficient setup as they are usually
not willing to pay for expensive high-speed PVRs. Additionally, customers get access to our proprietary
electronic program guide.

Routers

Routers are provided to our fixed internet and data customers for RONS a month, which is payable on top of
internet costs; customers also have the option to purchase the routers. Rented routers are accessible to
RCS & RDS which allows for remote troubleshooting if an issue arises with the router. We recently launched a
new router which offers speed of more than 900Mbps over Ethernet and over 400Mbps over Wi-Fi, depending on
the receiving device’s capability.

Mobile Telecommunication Services Network

Our mobile telecommunication network in Romania is based on the equipment and solutions provided by
leading vendors (Huawei, Nokia, Ericsson and ZTE). We lease technical premises and antenna supports from a
large number of land and premises owners as well as the national radio communications operator, Societatea
Nationala de Radiocomunicatii S.A., on the basis of a long-term lease. In addition, we have acquired ownership
rights over numerous small plots of land in order to build the necessary communication towers for the
deployment of our mobile network and have also entered into long-term leases (10 to 15 years) for locations
where we have installed base stations, antennas and other related equipment.

In Romania, as at December 31, 2016, our 3G and 4G mobile telecommunication and mobile internet and
data services covered approximately 98% and 37% of the Romanian population, respectively. As of
December 31, 2016, our 3G and 4G mobile telecommunication and mobile internet and data services were
comprised of approximately 3,400 and 1,200 base stations, respectively.

The mobile network is integrated at the transmission level with our fiber optic backbone to take advantage
of the high available capacity. We have teams of employees that undertake the high-level radio design, set-up,
operation, maintenance, network optimization and drive-test of the network.
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For the purposes of developing of our 3G and 4G mobile networks, we have acquired several frequency
blocks in various bandwidths, which are set out in the table below.

Frequency Year of Validity
Country Bandwidth blocks Acquisition period Additional information
Romania........ 2,100 MHz 3X2X5MHz 2007 Until 2022 Can be extended with 6
1X5 MHz® months prior notice for an

additional 10 years (without
additional license fees). Can
also be used to establish
other services like 4G-LTE.
We fulfilled our license
obligations, as reviewed by
ANCOM.

Romania........ 900 MHz 1X2X5MHz 2012 Until 2029 Please see the license
obligations listed below.
Usage from 2014

Romania........ 2,600MHz 6X1X5MHz 2015 Until 2029 4G license

Romania........ 3,700MHz 10X 1X 5 MHz 2015 Until 2025 4G license

Hungary ........ 1,800 MHz 1 X2 X 5 MHz 2014 Until 2029 5 year automatic renewal if
the initial contract is not
breached during the initial
term

Hungary ........ 3,800 MHz 4 X 5 MHz 2016 Until 2034

(1) TDD technology.

Under the terms of our 900 MHz spectrum license in Romania, we were required to expand our coverage to
include a number of small cities by April 5, 2016, and we have complied with this requirement. This license also
requires us to increase voice coverage to 98% of the Romanian population by April 5, 2019, ensure data coverage
of 60% of the Romanian population by April 5, 2021 and allow access to MVNOs.

The map below shows the territorial coverage of our own 3G mobile network as at December 31, 2016:

In order to minimize the potential for a system failure in our 3G mobile network, we have agreements in
place with certain of our suppliers for technical support to help ensure continuous operation of the network.
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In November 2016, we entered into a framework agreement to acquire an IMS system (IP Multimedia
System) which will enable VoLTE (Voice over LTE/4G), VoWiFi (Voice over WiFi) and VoBB (Voice over
broadband) on our 4G networks.

Fixed-line Telephony

Our fixed-line telephony network in Romania is based on current technologies, combining IP (flexibility)
and time division multiplexing (quality and reliability) equipment for a better user experience and is based on
Alcatel voice switches. We have more than 100 national and international points of interconnection with major
carriers (including Telekom Romania, Orange, Vodafone, Telecom Italia, Proximus, Deutsche Telekom,
Telekom Austria, Telia Sonera, Turk Telecom, Tata, etc.).

In order to minimize the potential for a system failure, we maintain a system of back-up generators and
spare batteries in the event of a blackout or disruption in the power lines. In addition, our redundant network
operates with reserve, or back-up channels, to ensure that voice and data traffic continue to flow uninterrupted in
the event that one or more channels fail to function properly.

Our new IMS system (IP Multimedia System) will enable us to migrate the fixed-line services to a new state
of the art technology, allowing us to develop new and innovative services and integrations with the mobile or
internet fixed services.

DTH Operations

We operate our DTH satellite retransmission operation using the up-link infrastructure we own and house at
our teleport facilities in Bucharest and Budapest. From these locations, the broadcast feed is transmitted to the
geostationary satellite operated by Intelsat named IS-10-02, which is located 35,800 km above the equator at
1 degree West longitude and to the Thor 6 satellite operated by Telenor on a neighboring orbital position at
0.8 degrees West. From the satellite, the feed is transmitted back down to individual subscribers across the
markets where we operate. A dish mounted externally at subscribers’ premises receives the signal. The dish is
connected to a set-top box that decodes the signal and converts it into video, sound and data information.

International turnaround channels are received via our dishes, digitized and sent to the turnaround center for
further upload to the satellite that we use. Channels from some local terrestrial broadcasters are received via fiber
optic cable and re-broadcast without modification. These channels are then compressed, encrypted and
multiplexed (thus combining a number of channels in a single signal). The equipment required to carry out this
process is collectively called the “headend.” We operate two headends in Bucharest and one in Budapest. The
channels are broadcast via high-power satellite up-link at our headquarters and in two other locations to the
relevant satellites and then down to the subscribers’ premises. We have six large-diameter satellite dishes for up-
linking signals (and an additional two redundant antennas). All up-linking to (and down-linking from) the
satellite is at 13,777 and 13,893 MHz frequencies (12,527 and 12,643 MHz).

Most of our subscriber management activities, including call centers and services activation and
deactivation, are done in-house. These operations are currently located in Bucharest and Oradea for Romania and
in Budapest and Debrecen in Hungary and service all our DTH subscribers on a country-by-country basis.

Satellites and transponders

As at December 31, 2016, we use nine high-powered transponders, seven on the IS-10-02 satellite and two
on the Thor 6 satellite, to transmit our DTH signal and one additional transponder for transmission of non-DTH
signals. The lease agreement with Intelsat (which includes the lease of two transponders on the Telenor satellite)
is entered into on competitive terms and will expire on November 30, 2017, at which time we plan to extend
existing relations or consider available alternatives. The number of television channels that can be broadcast to
subscribers is dictated by the amount of transponder space available. Currently, we are using nearly all of our
available transponder capacity. We also use simulcrypt agreements.

The nine satellite transponders used for DTH signal transmission receive the video, audio and data signals
transmitted from our up-link facilities, convert the frequency of the signals, amplify them and retransmit them
back to earth in a manner that allows individual subscribers to receive the signals using a small satellite dish.

IS-10-02 was launched into orbit in 2004. It was built by EADS Astrium and is based on a high-powered
Eurostar series, the E3000; it has a minimum designed service life of 13 years. Intelsat controls the IS-10-02
satellite from a telemetry, tracking and control ground station located in Washington, DC. Thor 6 was launched
into orbit in 2009. It has a minimum design life of 15 years. Telenor controls the Thor 6 satellite from a
telemetry, tracking and control ground station located in Norway.
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If, for any reason, the IS-10-02 or Thor 6 satellites become unavailable for further service, we estimate that
alternatives are available in the same orbital position, and more could become available at a later date. If the
service provided by Intelsat fails, it may in its own discretion restore such service on the satellites or on another
Intelsat satellite able to provide similar coverage and equivalent performance. Alternatives could also be
implemented by using satellites in a different orbital position, which may however require us to repoint all our
existing subscribers’ receiving dishes in order to receive our signal.

Disaster recovery facilities

We operate three redundant teleport stations with six large antennas (and an additional two redundant
antennas) at different locations allowing up-link of our DTH signal to the Intelsat IS-10-02 and Telenor Thor 6
satellites. All active transmission equipment is fully redundant. The three teleport facilities are interconnected via
our fiber optic network and have access to all programs which are distributed via satellite.

Set-top boxes and encryption

We use an encryption solution and smart-cards for our DTH operations supplied by Nagravision, which is a
leading supplier of security solutions for the television industry. We believe the quality of the encryption
technology we use is consistent with market standards. See also “—Fiber Networks—Set-top boxes and routers—
Set-top boxes.”

DISTRIBUTION AND SALES

We employ four primary sales channels: (i) our own retail network; (ii) agents providing door-to-door sales,
(iii) retail sales partners and (iv) inbound and outbound telesales. These channels use our own as well as external
salesforce.

In Romania, we have 376 sales and collection points and a sales force of approximately 1,689 individuals.
In Hungary, we have 47 sales points and a sales force of 34 individuals. We have approximately 2,414 external
sales points in Spain and approximately 1,322 external sales points in Italy.

We differentiate marketing and sales depending on the target customers. We differentiate between
residential customers and business customers mainly on the basis of the type of services they subscribe to,
especially with regard to internet and data and fixed-line telephony services.

Residential Sales

We sell our network-based services both to new customers and through cross-selling of additional services
to existing customers. Cross-selling is promoted through all sales channels and sales platforms in an attempt to
increase the level of multiple service uptake amongst our customer base. The majority of subscriptions are
generated through our retail operations (at service centers where customers make payments in person). In
addition, subscriptions are generated through contacts initiated by us, through door-to-door activity, and the rest
is generated through outbound/inbound telesales.

The table below shows the breakdown of residential gross adds by sales channel for the year ended
December 31, 2016:

Fixed  Mobile
services services

Retail . ..o 64% 59%
DOoOr-t0-AOOT . . . oo e 34% 31%
Inbound/outbound telesales . ........... ... 2% 10%

Business Customer Sales

We launched our services for business customers in 1998, and Romania is the main country in which we
target business customers actively. We differentiate, on the basis of the services that our customers require,
between small-to-medium corporate customers and large corporate customers. We have a separate acquisition
and retention process for each type of corporate customer. We have a large number of sales agents in charge of
the retention of small and medium business customers, who also contract new services through cross-sales or to
new customers. The front sales department drives the acquisition process for small-to-medium corporate
customers. A dedicated large accounts department manages acquisitions of large customers. We have also
established a business telesales department, which focuses on the acquisition of small business customers and
cross-sales.
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We employ various strategies for the acquisition of new corporate customers. We incentivize our
specialized sales force to reach certain acquisition targets, and we initiate acquisition programs which can either
take the form of door-to-door campaigns in areas with a large concentration of businesses or in business centers
or may be focused on targeting potential customers in a specific industry, based on a telesales process.

We also have tailored offerings for large corporate and government customers through a wide range of
customizable solutions. In the sector of small and medium sized enterprises and micro-businesses, we attempt to
further penetrate the market with standardized products.

CUSTOMER SERVICE AND RETENTION

We believe that the quality of our customer service is critical to attracting and retaining customers. While
we focus on providing high-quality after sale services, we also pay particular attention to other key processes,
such as monitoring the overall quality of the services provided to our customers and receiving and resolving
customer queries (whether commercial, financial or technical in nature).

As at December 31, 2016, our customer service department in Romania consisted of 1,969 employees
spread across all of our national service centers and six call centers (servicing our Romanian, Spanish and Italian
clients). As at December 31, 2016, our customer service department in Hungary consisted of 395 employees
spread across all of our physical service centers and two call centers in Budapest and Debrecen. Our subscribers
in Romania and Hungary have access to customer service support 24 hours a day, seven days a week through our
call centers which monitor, track and respond to customer queries.

As at December 31, 2016, out of the total customer service department, we have a total of 1,050 call center
employees, of whom 913 are in Romania, 137 are in Hungary.

We also have after sale and service teams dedicated to our various services. Our mobile telecommunication
and mobile internet and data services are serviced directly at our retail locations. We generally aim for a targeted
service, and we provide different contact numbers for each type of customer. Our business customers are granted
special attention as they each have designated account managers.

The inbound calls are usually related to general inquiries about the services we offer, ordering a new service
or an add-on functionality to an existing service, information related to service configurations or registration of
complaints about technical or financial issues. We make outbound calls from all centers in order to confirm
service functionality, for collection and for telesales activities. We also use our points of sale network as a very
important tool in our contact with existing and potential customers.

We actively monitor our customer satisfaction and seek customer feedback in connection with our service
offerings and customer service efforts and routinely provide customers with questionnaires or other requests for
feedback through which they describe their level of satisfaction with our service offerings and quality of service,
provide comments and requests or order additional services.

In addition, we offer our customers promotional vouchers to promote customer retention.

MARKETING

We believe that we enjoy strong recognition among consumers in our traditional markets, especially in
Romania and Hungary. We generally market our services under the brand “DIGI”, with variations depending on
the type of service: DIGI TV for cable TV and DTH, DIGI Tel for fixed-line telephony, DIGI Net for our fixed
internet and data services, DIGI Mobil for our mobile telecommunication services, DIGI Net Mobil for our
mobile internet and data services, DIGI Animal World, DIGI Life, DIGI Sport, DIGI FILM, DIGI World and
DIGI 24 for our TV channels and DIGI Online for our online platform.

Our general marketing strategy aims to position us as a provider with a high quality-to-price ratio addressing
the mass market. We also aim to encourage the uptake of multiple-play services by offering competitive prices
for each of our services as well as single invoices and a single point of contact for various services.

In all of the markets in which we operate, we use a variety of advertising and campaigning channels to
promote our services and brand names. Traditionally we have preferred to advertise through “below-the-line”
marketing (i.e., targeted local marketing through flyers, stickers, local billboards and local or national press), as
we believe these fit better with the nature of most of our service offerings. However, we also use TV channels
(our own and third party) to promote our service offerings. Promotions are addressed to both new and existing
customers and focus on increasing awareness of new services and cross-selling. The campaigns also emphasize
our brand and the high quality of our products at low prices. In the markets where we offer multiple services, we
have actively promoted our image as an integrated telecommunications and media provider.
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Customers can obtain information related to our services and products at our customer sales offices, through
our call centers and from our website.

BILLING

Our billing system is based on invoices issued monthly. Our prices for the majority of our services provided
to residential subscribers (except telephony and business internet and data services) are set in local currencies.
For mobile and fixed-line telephony to residential and business customers in Romania as well as fixed internet
and data and fixed-line telephony services for business customers in Romania, our prices are determined in euro
or U.S. dollars. For prices not determined in the local currency, customers pay their invoices in local currency
using the exchange rate from the date when the invoice was issued. We usually bill our services on a post-paid
basis. Generally, we require individual post-paid subscribers to settle their accounts on a monthly basis.
Subscribers may pay in person at our retail locations or through various payment outlets (including by postal
order in Hungary) or at ATMs of certain banks, on our website using e-commerce or by payment order. The
terms of payment are by the end of the service month for services with flat subscription fees. Disconnection
periods for non-payment vary by service and market depending on our customer relationship strategy.

For our multiple-service customers, we issue a single invoice for all services. The billing software is
developed in-house and is used in all the countries where we operate, except for Hungary. In Hungary, we rely
on a software solution provided by a third-party vendor.

In addition to maintaining financial information for each customer, our billing software keeps detailed,
non-financial customer and contract related information. This information is used by our customer service
representatives to address various issues and needs of our customers.

We believe our billing and collection systems are appropriate for our business needs, and we constantly seek
to improve them. We are trying to improve our physical presence by increasing the number of sales or collection
points and bringing them closer to the client, including in rural areas (DIGI Box). Additionally, we send
notifications (via SMS, dedicated website, internet pop-up messages and TV messages for our DTH subscribers)
to our customers alerting them of overdue invoices. As a result, in the year ended December 31, 2016, our bad
debt rate (which we calculate as recognized impairment losses relating to trade and other receivables as a
percentage of total revenue) was approximately 1.0%.

EQUIPMENT SUPPLIERS
In our cable TV business line, our principal supplier for video receivers and modulators is Kaon.

Our satellite receivers are currently supplied by Kaon. Nagravision supplies the encryption and subscriber
management system.

For internet and data services, our main suppliers are Cisco, Juniper and Huawei for high end routers and
ECI for DWDM transmissions.

Our GPON infrastructure relies on equipment provided by Huawei and ZTE.

In our fixed-line telephony business line, our main supplier is Nokia (we are using Alcatel switches; Alcatel
is currently part of Nokia).

The equipment for 3G mobile telecommunication services is provided by Nokia and Huawei. We focus on
Android-based smartphones, due to better affordability for our customers. The main producers for mobile
handsets are Samsung, Huawei, Allview and Lenovo.

Most of our equipment is supplied directly by the manufacturers. In nearly all cases, we believe alternate
providers are readily available and only in rare occasions would replacing such providers be a lengthy process.

SERVICE SUPPLIERS

We purchase our content from both local producers and international providers. Some of our major content
suppliers are Eurosport, NGC, HBO, Universal, Disney, Viacom, and Viasat.

Our main suppliers for global internet interconnection and IP transit services are the leading industry
operators: Telia Company and NTT Communications.
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Our main suppliers of interconnection services in telephony are major telecommunications operators present
in Romania and Europe. These include Telekom Romania, Orange, Vodafone, Telecom Italia, TME, Proximus,
Deutsche Telekom (through Combridge SRL), Telekom Austria, Telia Company, Tiirk Telekom and Tata.

Our supplier of DTH satellite services is Intelsat.

Sub-contractors are used to install equipment for our customers.

INTELLECTUAL PROPERTY

We own a relatively large number of trademarks including verbal trademarks (protecting words) and
combined trademarks (protecting both words and image), including: “RCS & RDS”, “DIGI”, “DIGI TV”, “DIGI
FILM”, “DIGI SPORT”, “DIGI MOBIL”, “DIGI LINK”, “DIGI TEL”, “DIGI NET”, “DIGI 24 HD”, “DIGI
LIFE”, “DIGI WORLD”, “UTV”, “DIGI Oriunde”, “DIGI Online”, “DIGI PLAY”, “DIGI Energy”, “Pro FM”,
“DIGI FM”, “DANCE FM”, “MUSIC FM” and “ROMANIA FURATA.” These trademarks are registered for the
territories in which they are used and certain trademarks are also registered for additional territories or on a
national or European basis.

In all of the above cases, the protection offered by the registration of the trademarks lasts for 10 years and
can be extended for another 10 years on the basis of a specific request. During the course of our business, we
regularly undergo the renewal of our trademarks and the registration of new trademarks (most of the latter related
to our TV and radio broadcast activities).

We are generally not party to any license agreements in connection with any of the trademarks we own. The
isolated cases when we have provided licenses for use of our trademarks by third parties have been as a post-
closing covenant at the disposal of our subsidiaries in Croatia, Slovakia and the Czech Republic. Each of such
temporary arrangements was limited to the exited territory(ies), with no impact on our business in the countries
where we have continued to operate. The license agreement applicable to the trademarks used in the Czech
Republic is in force until April 2020, while the trademark license for Slovakia is contemplated to be extended
until December 2017 and the Croatian trademark agreement has expired.

INSURANCE

We maintain an insurance policy in respect of our critical communications equipment in data centers in
Bucharest and certain key network nodes throughout Romania for the services we provide, including our up-link
facilities in Bucharest. The insurance policy is provided by Uniqa Asigurari and has an aggregate coverage of up
to RON143 million (€31.5 million equivalent as at December 31, 2016). We also maintain civil liability
insurance policies and property damage insurance policies for our car fleet. Apart from mandatory third party
liability and casual and collision insurance for our car fleet, we do not maintain insurance policies for our
Hungarian operations. Additionally, we are in the process of executing liability insurance for our directors.

We consider such insurance coverage to be adequate and in accordance with customary industry practice in
the markets where we operate. However, we currently do not have coverage for business interruption and loss of
key management personnel and a substantial part of our assets is not insured.

PROPERTIES

We lease most of the principal properties upon which we operate in Romania. We also own several floors of
the building where our headquarters are located, as well as the premises we use as production studios for certain
of our own channels. Outside of Romania, we lease our principal premises. See also “—Operations—Fiber
Networks” for a discussion of rights related to our networks.
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The following table sets forth our key properties:

Owned/

Country Location ID Primary Function leased Size (sqm)

Romania .... Bucharest Forum 2000 Administrative, Head End, NOC, owned 2,488
Teleport

Romania .... Bucharest Forum 2000 Administrative, Head End, NOC, lease-back 4,493
Teleport

Romania .... Bucharest Forum 2000 Administrative, Head End, NOC, leased 2,067
Teleport

Romania .... Bucharest Administrative, Warehouse leased 3,257

Romania .... Bucharest Panduri Call Center, TV Studios owned 2,244

Romania .... Bucharest Panduri Call Center, Administrative leased 7,532

Romania .... Timisoara Administrative, Head End, NOC, TV owned 470
Studios

Romania .... Craiova Administrative, Head End, NOC, Call  owned 3,551
Center, TV Studios

Romania .... Arad Administrative, Head End, NOC, Call  owned 804
Center

Romania .... lasi Administrative, Head End, TV Studios owned 850

Romania .... lasi Administrative, Head End, NOC, Call  owned 438
Center

Romania .... Constanta Administrative, Head End, NOC, TV owned 1,156
Studios

Romania .... Oradea Administrative, NOC, Call Center, TV  owned 3,806
Studios

Romania .... Oradea Administrative, Head End owned 200

Romania .... Brasov Administrative, Head End, NOC, Call  owned 2,078
Center, TV Studios

Romania .... Brasov Administrative owned 588

Romania .... Targu Mures Administrative, Head End, Noc owned 325

Romania .... Galati Administrative, Head End, NOC, TV owned 1,601
Studios

Romania .... Resita Administrative, Head End, Warehouse = owned 1,041

Romania .... Slatina Administrative, Head End owned 743

Romania .... Dr. Turnu Severin Administrative, Head End owned 850

Romania .... Pitesti Administrative, Head End, NOC, Call  owned 1,308
Center

Romania . ... Cluj-Napoca TV Studios leased 831

Romania .... Cluj-Napoca Administrative, Call Center leased 791

Romania .... Cluj-Napoca Administrative owned 2,164

Romania .... Baia-Mare Administrative owned 1,415

Romania .... Ramnicu Valcea Administrative owned 930

Romania .... Timisoara Administrative owned 4,489

Romania .... Arad Administrative leased 1,106

Romania .... Bucharest Administrative owned 4,829

Hungary .. ... Budapest Administrative, Headquarter, Head End, leased 3,600
NOC

Hungary . . ... Budapest Administrative, Call Center leased 1,064

Hungary . . ... Budapest Administrative, Land co-owned 4,207

Spain ....... Madrid Administrative leased 1,400

Spain ....... Madrid Warehouse leased 383

Italy ........ Milano Administrative, Sales, Warehouse leased 498

102



EMPLOYEES

As at December 31, 2016, we had 13,400 employees. Most of our workforce consists of full-time
employees. The following table provides an overview of our employees by country:

As at December 31,

Country 2014 2015 2016

Romania ............ . . .. .. . 10,772 11,017 11,708
Hungary ... ... . . 1,226 1,296 1,522
Czech Republic® . ... ... ... .. i 91 — —
Spain ... 83 99 120
Ttaly ... 32 40 49
The Netherlands ............. ... .. ... ... ... ... ... 1 1 1
Total ..... ... . . . 12,205 12,453 13,400

(1) Disposed of in April 2015.

The following table sets forth the allocation of our employees per department as at the specified dates:

As at December 31,

Department 2014 2015 2016

CUStOMET SEIVICE . . e 2,033 1,985 2,395
Administrative, Purchasing, Logistics .................. 1,472 1,520 1,686
Technical ....... ... ... . .. . . 5,116 5,293 6,242
Sales and marketing .......... .. .. . ..., 2,262 2,301 1,836
TV 1,322 1,354 1,241
Total . ... . . e 12,205 12,453 13,400

Our employees are not members of any trade union. Where legally required, we inquire on a yearly basis
our employees about their interest to enter into a collective labor agreement; until now our employees have not
expressed such interest.

ENVIRONMENTAL MATTERS

We do not believe that our activities generally have a significant environmental impact. However, we are
subject to a large number of environmental laws and regulations. These laws and regulations govern, among
other things, the management and disposal of hazardous materials, air emissions and water discharge, the cleanup
of contaminated sites and health and safety matters. We are also required to obtain environmental permits,
licenses and/or authorizations or provide prior notification to the appropriate authorities when building parts of
our network, importing electronic equipment or opening new shops. Some of our sites also store small amounts
of diesel fuel for back-up power generator use and/or have a history of previous commercial operations. As a
result of these activities or operations at our sites, we could incur significant costs, including fines, penalties and
other sanctions, cleanup costs and third-party claims for property damage or personal injuries, as a result of
violations of or liabilities under environmental laws and regulations. See “Part I—Risk Factors—Failure to
comply with existing laws and regulations or the findings of government inspections, or increased governmental
regulation of our operations, could result in substantial additional compliance costs or various sanctions or
court judgments.” We believe that the principal environmental considerations arising from our operations also
include the potential for electromagnetic pollution. We use various network infrastructure strategies in order to
achieve radiation emission ranges that are lower than the maximum levels permitted by applicable Romanian
regulations. Where requested under the relevant planning certificates, we have also obtained or are in the process
of obtaining certificates from the public health authorities of each county where we install mobile
telecommunication base stations that we are complying with accepted electromagnetic radiation standards in our
mobile telecommunication activity.

We have not been subject to any material fines or legal or regulatory action involving non-compliance with
applicable environmental regulations. We are unaware of any material non-compliance with or liability from
relevant environmental protection regulations.
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LITIGATION AND LEGAL PROCEEDINGS

Our operations and properties are subject to regulation and control by various independent regulators and
government authorities that exercise considerable discretion, and we are involved in various litigation and
administrative proceedings with such authorities in the countries where we operate. Certain cases relate to the
interpretation and application of legal provisions, and in most of the cases in which we are involved, we are the
plaintiff bringing claims against such regulators or government authorities. Similarly, we encounter disputes with
our partners and/or competitors in the ordinary course of business that can ultimately lead to litigation. Due to the
nature of these proceedings, their results are uncertain. Most of these proceedings are in the ordinary course of
business, and we believe that, except as set forth below, no member of the Group is or, in the 12 months
preceding the date of this Prospectus, has been involved in any governmental, legal or arbitration proceedings
(including any proceedings which are pending or threatened, of which we are aware) which may have or have
had a significant effect on the Group’s financial position and/or profitability.

Romanian Competition Council Investigations

We conduct our business in compliance with competition law requirements. However, given that we operate
in a highly antitrust-sensitive sector where, in some cases, we enjoy a leading market position, we are generally
exposed to a high level of antitrust scrutiny. We have been involved in two investigations triggered by the RCC,
which were closed without any fine, though the results of these investigations are not final. In addition, we
continue to be involved in pending sector inquiries conducted by the RCC and are subject to inquiries in relation
to various investigations of the RCC. If we are at any time found to have committed breaches of Romanian and/
or EU competition law, sanctions could include fines of up to 10% of our total turnover in the year prior to the
decision for each individual violation, as well as the cancellation of contracts or rights which contravene
applicable legislation. Further to such sanctions, third parties may also bring lawsuits claiming damages from us.
In addition, if we fail to provide accurate and complete information to RCC within the terms indicated by it or
imposed by applicable law, the RCC may apply fines of up to 1% of our total turnover in the year prior to the
decision.

Telecommunications market interconnection investigation

In February 2011, the RCC opened an investigation into the telecommunications market related to
interconnection tariffs charged by all telecommunications operators. We believe this investigation was launched
to reduce the relatively high interconnection tariffs charged on the Romanian market and thereby reduce the rates
ultimately charged to consumers.

By decision no 33/2015 the RCC closed the investigation in exchange for all operators committing not to
discriminate between the levels of the tariffs charged for on-net and off-net calls. We will need to implement this
commitment for 2 years starting from its entry into force, i.e., November 2015. The duration of this commitment
may be extended to 3 years in accordance with the RCC’s assessment of the market after the entry into force of
the commitments. During the term of the commitments, the Company is required to provide business information
to the RCC upon request and to commission periodic independent market studies on the evolution of the mobile
telecommunication sector.

The RCC’s decision to accept our commitment has closed the investigation without the application of any
fines for the alleged anticompetitive conduct. The offering of commitments does not imply any admission of
wrongdoing. A failure to comply with the terms and conditions of the commitment as accepted by the RCC may
lead to penalties of up to 10% of our aggregate turnover in the year prior to the underlying decision and may lead
to lawsuits for damages being brought against us by third parties.

GSP investigation

In May 2011, a leading media group in Romania, Antena Group, which is part of Intact Media Group and
our former commercial partner, filed a complaint with the RCC alleging our refusal to retransmit one of its
channels, GSP TV. In August 2011, the RCC opened an investigation against us in relation to this matter. We
have fully cooperated during this investigation, and consider Antena Group’ allegations to be aggressive and
groundless.

The RCC issued its decision on March 3, 2015, declaring that our initial refusal to retransmit GSP TV
constituted neither an abuse of our market, nor a violation of competition law. The RCC additionally
acknowledged that our refusal was justified by the existence of multiple judicial disputes between the parties,
including with respect to the application and meaning of the “must carry” regime.
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The RCC also issued a formal recommendation to us to produce general terms to be complied with by third
party broadcasters wishing to retransmit their content via our network. Our relations with “must carry” and pay
TV channels are expressly excluded from the scope of that recommendation.

The RCC’s decision is not final and is subject to judicial review. Antena Group has challenged that decision
and the trial is pending. See “—Litigation regarding the outcome of the GSP investigation.”

Sector inquiry on the market of electronic communications

In April 2013, the RCC opened a sector inquiry regarding multiple-play services and access to electronic
communications infrastructure in Bucharest and the rest of Romania, in order to evaluate the market behavior of
the companies active in this sector.

The conclusions arising from its analysis on the electronic communications infrastructure in Bucharest,
which were published in March 2016, included recommendations by the RCC for increased oversight by
ANCOM of the communication infrastructure operators (such as ourselves) and the monitoring of their
non-discrimination obligations towards communications operators with whom they have entered into agreements
to provide communication infrastructure services.

The sector inquiry regarding the packages of electronic communications services is still pending. The RCC
is currently considering defining relevant multiple-play markets (as opposed to the individual services market).
There is no further information available in connection with the scope or the outcome of the inquiry and it will
not become available until the inquiry is formally finalized and there is currently no foreseeable date for the
finalization of the inquiry.

Sector inquiries are not targeted at particular companies and are concluded with reports describing the
markets analyzed and including recommendations for better market functioning. The RCC cannot apply fines as
a result of sector inquiry proceedings for anticompetitive conduct, but may decide to open new infringement
investigations targeted at particular companies found to have committed antitrust infringements, which may
ultimately result in the imposition of fines. Additionally, the results of an inquiry could lead to lawsuits being
brought by third parties or, to the extent we fail to provide accurate and complete information to RCC within the
terms indicated by it or imposed by applicable law in the context of such inquiries, RCC may fine us for up 1%
of our total turnover in the year prior to the decision.

Intact Media Group Litigation

Certain Group entities are parties to a number of proceedings against various subsidiaries of Intact Media
Group, particularly Antena Group. See also “Part I—Risk Factors—We are subject to litigation with the Antena
Group, Electrica Distributie Transilvania Nord S.A. and other parties; unfavorable court decisions may have a
material adverse effect on our financial condition.”

(a) Proceedings initiated by Intact Media Group entities

“Must carry” regulations violation litigation

2011 proceedings

In March 2011, Antena Group initiated three separate proceedings against us alleging that we had refused to
retransmit certain of its channels in violation of Romanian “must carry” regulations. Antena Group is seeking
damages in the total aggregate amount of approximately €100 million, as well as other non-monetary relief, such
as an order obliging us to provide its channels to our subscribers free of charge and in compliance with the
highest technical standards.

In the first proceedings, Antena Group is claiming that under the Romanian “must carry” regulations, we are
obliged to provide its Antena 1 channel free of charge to our subscribers in a package that only contains “must
carry” channels. We believe that this claim misinterprets applicable law and is inconsistent with established
market practice. Furthermore, Antena Group is seeking damages in the amount of approximately €65.0 million
for our alleged breach of the applicable “must carry” regulations. This proceeding has been suspended pending
resolution of a parallel claim that we brought in 2012 against Antena Group and First Quality Debt Recovery
seeking to invalidate the former’s assignment of its claims in this dispute to the latter (the “Fraudulent
Assignment Counterclaim”). On April 15, 2015, the first instance court declared the assignment to be
fraudulent, which decision is currently being appealed by Antena Group. On April 25, 2017, Antena Group’s
appeal was rejected and the court confirmed the initial decision. The decision of the court of appeal is subject to a
higher appeal within 15 days of its delivery.
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In the second and third proceedings, Antena Group is claiming total aggregate damages of approximately
€35 million, allegedly resulting from our temporary refusal to retransmit their GSP TV and Antena 2 channels in
an alleged breach of applicable Romanian antitrust and “must carry” regulations. Both proceedings have been
suspended pending resolution of the Fraudulent Assignment Counterclaim.

2014 proceedings

At the end of 2014, Antena Group initiated two new proceedings, claiming damages allegedly resulting
from our temporary refusal to retransmit their GSP TV and Antena 2 channels. Their claims are almost identical
to the claims regarding these channels that they brought against us in 2011, save for much lower damages sought
(RON500,000 in relation to GSP TV and RON250,000 in relation to Antena 2). Both proceedings have been
suspended pending resolution of the Fraudulent Assignment Counterclaim.

In both the 2011 and 2014 proceedings, Antena Group never provided any evidence for the determination of
their damages. However, should their claims prove to be successful, we could be found liable for material
amounts. Moreover, an obligation could be imposed on us to change our business model of providing “must
carry” channels to our customers, as we would be forced to provide separate packages free of charge containing
only the “must carry” channels. However, these proceedings are only relevant for our cable TV services and
would not affect our DTH services, which are expressly exempt from the “must carry” regulation in Romania.

Copyright infringement litigation

In June 2014, Antena Group initiated proceedings against us claiming infringements of certain copyrights in
relation to its TV channels and seeking damages of approximately €40 million. Antena Group is claiming that
from June 2011 to June 2014 we retransmitted certain of its copyrighted TV programs without its consent. We
believe that such retransmission complied with all applicable laws and was performed on the basis of either a
legal obligation or valid contractual arrangements and thus requested the first instance court to dismiss Antena
Group’s claim. The next hearing of this case by the Bucharest Tribunal is scheduled for May 11, 2017.

Abuse of dominant position litigation

In July 2014, Antena Group and Antena 3 initiated proceedings against us alleging that we had abused our
dominant position by refusing to enter into negotiations of an arrangement for retransmission of Antena Group’s
TV channels for a fee, should it eventually choose to waive the “must carry” regime, which it claims they are
currently benefiting from. In addition, Antena Group claimed that any such arrangement should be on terms not
worse that the terms of the arrangement between us and Pro TV S.A. (“Pro TV”) for retransmitting their TV
channels. We believe that Antena Group’s claims are meritless. These proceedings are currently suspended
pending resolution of other disputes between us and Antena Group.

Litigation regarding the outcome of the GSP investigation

On March 3, 2015, the RCC dismissed Antena Group’s complaint regarding our alleged abuse of dominant
position in relation to the retransmission of its GSP TV channel. See “—Romanian Competition Council
Investigations—GSP investigation.”

On April 10, 2015, Antena Group appealed the RCC’s decision in court alleging that, contrary to the RCC’s
findings, we in fact abused our dominant position. Antena Group requested the court to ascertain that we have
abused our dominant position and to order that the RCC re-open its investigation of the matter and issue another
decision addressing all of Antena Group’s arguments. On October 3, 2016 the Bucharest Court of Appeal upheld
the RCC’s decision and dismissed Antena Group’s claims. This decision may be appealed to the Romanian
Supreme Court within 15 days from the date the full text is delivered by the court. The full text of the decision
was not delivered prior to the Prospectus being submitted to the AFM for approval.

If Antena Group were to appeal the decision issued by the Bucharest Court of Appeal successfully, we
would not expect there to be any direct adverse financial consequences for us. However, the risks addressed in
the section entitled “—Romanian Competition Council Investigations” could materialize.

(b) Proceedings we initiated against Intact Media Group entities
Compensation of damage to reputation

In November 2012, we initiated proceedings against Antena Group and other Intact Media Group entities
for compensation in respect of the damage to our business reputation inflicted by a media campaign conducted
via media assets of Intact Media Group that we consider defamatory. We requested: (i) a declaration that the
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adversary media campaign was being conducted in abuse of Intact Media Group’s rights; (ii) an order obliging
Intact Media Group to publish such declaration via its TV and newspaper network; and (iii) monetary
compensation in the aggregate amount of approximately €1.2 million for damage to our business reputation.

On March 7, 2016, the Bucharest Court of Appeal ruled in our favor on most counts and required Antena
Group to pay us €780,000 in moral damages. Antena Group filed a higher appeal to the Romanian Supreme
Court against the decision of the appeal court. On November 24, 2016 the Romanian Supreme Court admitted the
higher appeal and sent the case for retrial to the Bucharest Court of Appeal. The retrial has not been scheduled
yet.

Violation of certain contracts

In 2011 and 2012, we initiated two proceedings against Antena Group claiming approximately €2.6 million
in damages resulting from their breaches of certain contractual arrangements. In 2012, Antena Group responded
with counterclaims in both proceedings in the total aggregate amount of approximately €3.3 million.

In the first proceedings we sought a refund of certain retransmission fees we had paid to Antena Group until
2010 in relation to two of its channels (Antena 3 and Antena 4). In turn, Antena Group sought further
retransmission fees from us for 2010 and 2011. On November 2, 2015, the first instance court dismissed our
claim and granted Antena Group’s counterclaim in part, ordering us to pay approximately €1.9 million to Antena
Group in retransmission fees and legal expenses. Both parties have appealed that decision. On March 16, 2017,
the Bucharest Court of Appeal partially admitted both appeals and consequently awarded approximately
€315,000 to us and approximately €900,000 to Antena Group. We have already filed a higher appeal against this
decision, the first hearing before the Romanian Supreme Court being scheduled for May 17, 2017. We are
currently unaware if Antena Group has also submitted a higher appeal.

In the second proceedings the court of the first instance fully dismissed both our claim and Antena Group’s
counterclaim. Both parties are currently appealing the court’s decisions. The next hearing in the court of appeal is
set for May 3, 2017.

Litigation related to a decision of ANCOM

In 2015, ANCOM directed that we enter into negotiations with Telekom Romania for an interconnection
agreement on certain terms set by ANCOM. We challenged that decision in all levels of the Romanian court
system, but the decision was finally upheld by the Romanian Supreme Court on July 9, 2015. Although we
continued to negotiate with Telekom Romania while our appeals were pending, no agreement has been reached
and Telekom Romania has not re-initiated the negotiations following the issuance of the Romanian Supreme
Court decision. Therefore, there is a risk that ANCOM could find us in breach of its original direction, which
could result in a fine of up to 5% of our annual turnover in the year prior to that decision.

Investigation by the National Anti-Corruption Directorate of Romania and the Prosecutors’ Office
attached to the Bucharest Tribunal

A complaint that we filed with the Anti-Corruption Directorate in 2013 alleging that a criminal offense had
been perpetrated against one of our directors prompted the Anti-Corruption Directorate to look into a 2009 joint
venture agreement between us and Bodu SRL with respect to a large events hall in Bucharest and question
whether the agreement complied with Romanian anti-corruption laws. Bodu SRL is controlled by Mr. Dumitru
Dragomir, the former President of the LPF, the entity that organizes and runs the Liga 1 Orange competition. We
have fully cooperated with all requests by the Anti-Corruption Directorate in relation to the ongoing
investigation. In 2016 we acquired the events hall and we use it for our corporate purposes, for providing services
to our employees and we also lease it to third parties.

Separately, the Anti-Corruption Directorate has investigated certain commission payments that the LPF
allegedly made at the direction of Mr. Dumitru Dragomir to an intermediary using the funds it had previously
received from us in exchange for the exclusive right to broadcast the matches of Liga 1 Orange. The investigation
has resulted in the prosecution of Mr. Dumitru Dragomir for illegal use of funds, money laundering and tax
fraud. In June 2016, the Bucharest Tribunal imposed a seven-year prison sentence (subject to appeal) on
Mr. Dragomir. Our broadcasting contract with the LPF is not being investigated. Furthermore, we do not, and
have never in the past, had any commercial relationship with the intermediary that is claimed to have been
involved in the alleged money laundering scheme. No accusations have been advanced against us by the Anti-
Corruption Directorate in relation to the above matter. However, if we are alleged or found to have violated
applicable anti-corruption laws in this or any other matter, any such allegations or violation may have a material
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adverse effect on our reputation and business. See “Part [—Risk Factors—Failure to comply with anti-
corruption laws, or allegations thereof, could have a material adverse effect on our reputation and business.”

Litigation with Electrica Distributie Transilvania Nord S.A. in relation to a concession agreement between
the RCS & RDS and the Oradea municipality

In 2015, Electrica Distributie Transilvania Nord S.A. (the incumbent electricity distributor from the North-
West of Romania) challenged in a court the concession agreement we entered into with the local municipality of
Oradea regarding the use of an area of land for the development of an underground cable trough, arguing that the
tender whereby we obtained the concession agreement was carried out irregularly. Furthermore, Electrica
Distributie Transilvania Nord S.A. claims that the cable trough is intended to include electricity distribution
wires that would breach its alleged exclusive right to distribute electricity in that area.

Based on our request, the trial was suspended pending final settlement of (i) our challenge regarding the
failure by the claimant to pay required stamp duties and (ii) a separate lawsuit in which two Group companies are
challenging the validity of the alleged exclusivity rights of incumbent electricity distributors. Should the final
court decision be unfavorable to us, it may result in a partial loss of our investment in the underground cable
trough. See “Part 1—Risk Factors—We are subject to litigation with the Antena Group, Electrica Distributie
Transilvania Nord S.A. and other parties; unfavorable court decisions may have a material adverse effect on our
financial condition.”

CORPORATE STRUCTURE

We have subsidiaries in Romania and the other countries where we operate. Typically, outside of Romania,
operations in a particular jurisdiction are undertaken under one corporate vehicle. The chart below depicts a
summary of our corporate structure, showing our main subsidiaries as at the date of this Prospectus:

DIGI Communications N.V.
(the Company)
(the Netherlands)

93.6%
RCS & RDS S.A. 6.4% Individual
(Romania) shareholders
100% 100% 100%
DIGI Spain .
D:ﬁ:;:ir P)(ft Telecom S.L.U DIGI(::ZIIIG; SRL
gary (Spain) y

As shown in the chart, we hold 93.6% of RCS & RDS with the remaining 6.4% being held by individual
shareholders, of which there are multiple individuals, each with a small shareholding in RCS & RDS.

In addition to our holdings presented in the chart above, we hold interests of typically 100% in over 30 other
subsidiaries which are not material for our business or which currently have no operations.
MATERIAL CONTRACTS
MYVNO, Roaming and Interconnection Agreements
Spanish MVNO Agreement

On December 12, 2014, Digi Spain Telecom, S.L.U. (“Digi Spain”) and TME entered into an agreement,
which sets forth the terms and conditions under which TME is currently providing access to its radio spectrum
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and mobile communication network and infrastructure (the “Spanish MVNQO Agreement”). The Spanish
MVNO Agreement became effective on January 1, 2015 (with certain exceptions) and was valid until
December 31, 2017. On March 6, 2017, however, the Company entered into a renewal agreement setting new
terms and conditions under which the radio spectrum and MVNO infrastructure access services will be provided
by TME up until March 31, 2020 (regardless that the parties are now in negotiations for recasting the 2014
Agreement and the 2017 renewal agreement all together in a new agreement, which is expected to be finalized by
early May 2017).

Digi Spain pays certain fixed and variable fees to TME, calculated based on historic traffic generated by its
users on the TME network, which are subject to periodic revisions. Digi Spain’s obligations under the Spanish
MVNO Agreement are secured by a €500,000 bank guarantee.

Italian MVNO Agreement

On March 31, 2014, Digi Italy S.r.l. (“Digi Italy”) entered into an agreement with TIM, which granted it
access to TIM’s radio spectrum and mobile communication network and infrastructure (the “Italian MVNO
Agreement”). The Italian MVNO Agreement is a full MVNO-type agreement.

The Italian MVNO Agreement has an initial validity term of five years starting from December 2015.
Following the expiry of this initial term, the TIM MVNO Agreement will be automatically extended each year
for the subsequent year, unless a party objects to such extension within six months prior to the end of the relevant
one year period.

Digi Italy pays TIM monthly fees, both fixed and variable (a minimum yearly turnover is guaranteed by
Digi Italy for voice and SMS services until December 2020). Digi Italy’s payment obligations under the Italian
MVNO Agreement are secured by a €500,000 bank guarantee and a €1 million guarantee from the Company.

Vodafone national roaming agreement

On March 27, 2014 we entered into a national roaming agreement with Vodafone Romania (“Vodafone
Roaming Agreement”), pursuant to which Vodafone Romania provided voice, data and SMS mobile roaming
services to users of our mobile telephony and data services in areas with limited coverage through our own
mobile network. This agreement had an initial validity term of two years, which was extended in early 2016 to
April 5, 2017.

We paid fees (both fixed and variable) for our SIMs, registered as active in Vodafone Romania’s network
over the relevant period. The cost of services provided by Vodafone Romania was determined on the actual
usage of its network by our customers. Between March 27, 2014 and April 5, 2016, the fees payable under the
Vodafone Roaming Agreement were subject to a set-off arrangement on the basis of a frequency swap
agreement.

The Vodafone Roaming Agreement was terminated upon its expiry on April 5, 2017.

Telecom Italia mobile roaming agreement

On November 3, 2008, we, through Digi Italy, entered into a master service agreement with Telecom Italia
Sparkle S.p.A. (“Telecom Italia”) under which Telecom Italia provides Digi Italy customers with (i) access to
Telecom Italia’s 2G and 3G network in Italy; (i) outbound roaming services through Telecom Italy’s
international roaming agreements with other mobile operators and (ii) Telecom Italy’s international mobile
subscriber identity numbers.

This agreement is automatically renewable on an annual basis, but either party is entitled to terminate it:
(i) in the event of a material breach by the other party and a failure to remedy such breach within 60 days after a
written notice, followed by a seven days written notice of termination; (ii) if the other party becomes insolvent;
(iii) subject to a seven days written notice in the event of a final order by a governmental authority revoking the
licenses required for the operation of the service; or (iv) subject to a seven days written notice in the event of a
regulatory development that materially affects either party’s use of the roaming platform.

Interconnection Agreements

We have entered into various domestic and international interconnection agreements for our fixed internet
and data services and fixed-line and mobile telephony operations with other providers of electronic
telecommunications services. Our interconnection agreements generally have indefinite terms and may be
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terminated in the event of a material breach (predominantly, subject to a cure period) or the commencement of
liquidation or insolvency proceedings. Our main supplier for global internet interconnection is Telia Sonera. Our
main suppliers of interconnection services for fixed-line and mobile telephony are Telekom Romania, Orange
Romania, Vodafone Romania, Telecom Italia, Belgacom, Deutsche Telekom (through the agreements concluded
with Combridge S.R.L.), Telekom Austria, TeliaSonera, Tata Communications Deutschland, Orange Espagne,
S.A.U., Vodafone Espaiia, S.A. and Telefénica de Espafia S.A.U.

Lease Agreements
Network lease agreements with energy distribution companies

On July 20, 1999, we entered into a framework agreement with Electrica, a Romanian state-owned energy
supply and distribution company, for the development of our fixed fiber optic and cable network. Within the
framework of this agreement, we entered into several lease agreements with Electrica’s distribution subsidiaries
for the use of their high-, medium- and low-tension poles to support our fiber optic cables. Three of these lease
agreements are still effective, with an average remaining life of two to three years. In addition, we entered into an
agreement under which we lease certain fiber optic cables to one of Electrica’s distribution subsidiaries. This
agreement has a remaining life of approximately three years.

We have also entered into 11 lease agreements with Enel’s, CEZ’s and EON’s Romanian energy
distribution subsidiaries (former subsidiaries of Electrica) for the use of their high-, medium- and low-tension
poles, as well as three lease agreements under which we lease our fiber optic cables to Enel’s distribution
subsidiaries. Such agreements are renewed annually or quarterly. In connection with some of these agreements
we are currently in renewal negotiations and while such negotiations have been ongoing the relationship has
continued based on commercial practice, including invoices being provided and paid for lease services.

Substantially all payments due under these lease agreements are set off against services we provide to the
respective lessors.

Netcity lease agreement

On May 15, 2009, we entered into an agreement with Netcity Telecom S.A. (“Netcity”) for the lease of
underground micro-ducts and dark fiber infrastructure, as well as for fiber installation services. The term of the
agreement is 10 years. Our agreement with Netcity is on the same terms as it offers to all other fiber network
operators, as it was set-up as a public-private partnership with the Bucharest Municipality with the purpose of
developing a passive telecommunications infrastructure in the Bucharest metropolitan area.

Other network lease agreements

On June 27, 2007, we entered into a lease agreement with Societatea Nationala de Radiocomunicatii S.A.
for the use of technical premises and antennae supports for the development of our mobile telecommunications
network. The term of the agreement is 15 years, which can be further extended for the entire validity of our 3G
licenses. We intend to further extend this agreement.

On December 15, 2010 we entered into a lease agreement with Metrorex S.A., the Bucharest underground
public transportation operator, for the right to use Metrorex S.A.’s underground network for installing our fiber
optic cables and ancillary equipment. The initial term of this agreement formally expired on December 17, 2015,
but we have since continued and extended out commercial relationship. The procedures for the formal renewal of
the agreement are pending. We are currently in the process of renewing this lease, which has been ongoing for
months due to the complexity of the approvals required, and while the renewal negotiations have been ongoing
the relationship has continued based on commercial practice, including invoices being provided and paid for
lease services.

We have entered into agreements with overground municipal transportation operators in various cities in
Romania (except for Bucharest) for the use of pillars to support our telecommunication network and related
equipment. These agreements usually have a term of one or two years, and some of them are automatically
extended for successive periods equal to the initial term.

We have also entered into several agreements with the National Company of Highways and National Roads
in Romania, in respect of the use of the land under these authorities’ administration, for the installation of our
fiber optic cables. These agreements are generally entered into for periods ranging between 5 to 10 years and
many of them allow for an automatic extension.
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Office space lease agreements

Between 2004 and 2009, we acquired certain ownership rights over several floors of the FORUM 2000
Buildings in Bucharest where our headquarters are located.

On May 11, 2009, we entered into a sale and leaseback transaction with ING Lease Romania IFN S.A. in
respect of five floors of the FORUM 2000 I Building and six floors of the FORUM 2000 II Building. The
aggregate purchase price of the property was US$13.6 million plus VAT, US$9.5 million of which came as
external financing. On October 7, 2013 ING Lease Romania IFN S.A has assigned the leaseback agreement to
Raiffeisen Leasing IFN SA.

On November 25, 2015, we entered into an addendum to the leaseback agreement, which provided, among
other things, an extension of its term for 36 months, a change of currency (from US$ to EUR) and interest rate, as
well as an amended payment schedule. Pursuant to the amended payment schedule, the total amount of
installments (which does not include installments paid up until December 1, 2015) is €5,659,593 (inclusive of
VAT), with a residual amount of €47,625 (inclusive of VAT). We are entitled to terminate this agreement subject
to the payment of an amount equal to 100.15% of the unpaid principal as of the termination date.

We currently own three floors in the FORUM 2000 I Building and two floors in the FORUM 2000 II
Building (that did not enter the scope of the sale and leaseback transactions).

In addition, in 2008 and 2009, we leased the remaining floors of the FORUM 2000 Buildings, which are
extended automatically every year. These agreements also provide for pre-emption rights in the event the
respective owners decide to sell their properties.

Intelsat Satellite Agreement

We lease satellite capacity from Intelsat on the basis of a master service agreement originally entered into on
October 14, 2004 and restated on June 5, 2008 (together with a transponder service order dated March 7, 2013, the
“Intelsat Agreement”). We currently lease nine transponders to transmit our DTH signal (7 transponders on the
IS-10-02 satellite and two transponders on the Thor 6 Telenor satellite) under separate service contracts, and lease
an additional transponder for transmitting non-DTH signals, with an aggregate total capacity of 354 MHz for DTH
signal and 36 MHz for non-DTH signal. Our remaining leases will expire on November 30, 2017, at which time we
plan to extend the existing leases or consider available options. The Intelsat Agreement was entered into at
competitive per-transponder prices, which are fixed for the duration of the agreement. Typically, we increase
capacity by placing an order for all or part of the transmission capacity of a transponder. As Intelsat is not
contractually obligated to accommodate an increase in satellite capacity, it may, in its sole discretion, reject any
such order. If Intelsat decides to (i) take a satellite out of commercial service at its orbital location and not replace
such satellite, or (ii) replace a satellite without providing any replacement service, the Intelsat Agreement will be
automatically terminated on the date the satellite is taken out of commercial service or redeployed.

Intelsat is also entitled to manage satellite capacity (i.e., change beam pointing, move, replace, relocate or
reconfigure satellites), subject to a reasonable written notice, and we have agreed to operate on either side of
polarization and across the entire frequency band. In addition, Intelsat may require bank guarantees for payments
due under the Intelsat Agreement and certain separate service contracts.

Cable TV and DTH Equipment Agreements
Kaon

On July 12, 2013, we entered into an agreement with Kaon Media Co. Ltd. (the “Kaon Agreement”) for the
supply of digital set-top boxes. The Kaon Agreement had an initial term of two years. Following the expiry of
such initial term, and any renewed term, it will be automatically renewed for an additional two years, unless a
party sends a termination notice not less than six months in advance of the expiry of the then current term.

Nagravision

On December 9, 2004, we entered into a five-year agreement with Nagravision for the acquisition of the
Nagra Conditional Access System (“Nagra CAS”) (including the Nagra Subscriber Management System
(“Nagra SMS”)) for the encryption and transmission of digital content via satellite and maintenance and support
(the “Nagravision Agreement”). The Nagravision Agreement is currently effective until December 31, 2019 and
provides for the: (i) sale and installation of Nagra CAS and Nagra SMS, (ii) sale and delivery of smartcards,
(iii) a license within, among other territories, Romania and Hungary for the intellectual property rights attached
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to Nagra CAS and Nagra SMS and smartcards; and (iv) certain maintenance, support and security services. In
addition, Nagravision also refurbishes used smartcards. We also entered into a related maintenance agreement
with Nagravision for the operation of Nagra CAS and Nagra SMS.

Agreements with key suppliers of our internet and data businesses
ECI

From time to time we purchase DWDM and SDH transmission equipment from ECI. On March 14, 2014,
we entered into a maintenance support contract with ECI for acquisition of various support services. This
agreement is currently effective until December 31, 2017 and may be terminated by either party, if (a) the other
party is in material or persistent breach of its obligations thereunder (in each case, subject to a 30 day cure
period), (b) the breach is incapable of being remedied, or (c) the defaulting party is subject to a specified
insolvency event. In addition, each party is entitled unilaterally to terminate the agreement before the end of each
calendar year after giving 30 days written notice.

Huawei

We have entered into certain agreements with Huawei Tech. Investment Co. Ltd. and certain other
companies in the Huawei group (collectively, “Huawei”) to purchase handsets, tablets, switches, hard disks,
routers, storage systems, as well as related equipment and services. Products and services are supplied on the
basis of separate orders with specific pricing terms. We typically purchase equipment from Huawei as and when
needed for our business and maintain low inventories. Either party to a Huawei agreement may terminate it if
(a) the other party (i) breaches its material obligation thereunder, (ii) ceases, or threatens to cease, to carry out its
principal business, or (iii) becomes insolvent; or (b) if there are material changes to the other party’s ownership
structure, which negatively affect its ability to perform its obligations.

ZTE

We have entered into certain agreements with ZTE Corporation for acquisition of equipment related to
GPON and wireless routers, including hardware, software and other components. Either party is entitled to
terminate these agreements if the other party (a) becomes insolvent, or (b) breaches its material obligations
thereunder.

Agreements with key suppliers and service providers relating to mobile and fixed-line telephony

Nokia

On November 30, 2006 and on February 6, 2007 we entered into two framework agreements for the supply
of equipment, software and services with Nokia Corporation and Nokia Network Solutions. Under these
agreements we purchase various equipment, such as radio access network components for our mobile networks
in Romania and related services, as well as other equipment (including fixed-line telephony equipment), software
and services, through a series of purchase orders.

Key Content and Programming Agreements

Licensing Agreements for Broadcasting Rights

In order to provide content for our Digi Sport channels we acquire broadcasting rights (predominantly, on an
exclusive basis for Romania, or Hungary, or both) in relation to various sports events (including one-off events)
and competitions and related content. See also “—Qur Business Lines—Own TV Channels.”

The aggregate licensing fees under these agreements are approximately €110.9 million.

Pro TV Agreement

On July 15, 2013, we entered into an agreement with Pro TV for the retransmission of certain TV and radio
channels. This agreement has been extended in December 2016 and is valid until January 31, 2018.

Since Pro TV waived the application of the “must carry” regime on July 25, 2013, all Pro TV channels are
only available in a pay tv regime. Starting from February 1, 2014, Pro TV has been applying a general public
commercial offer applicable to all the operators that retransmit their channels, Pro TV is supposed to renew its
general commercial offer starting from February 2018.
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PART 7
INDUSTRY REGULATION

GENERAL

We are subject, in the various jurisdictions in which we operate, to a combination of national and European
Union regulations. Legislation on electronic communications and audiovisual media services in our countries of
operation is generally harmonized with the relevant European Union directives applicable to the sector. These
directives include the Authorization Directive, the Framework Directive, the Universal Service Directive, the
Access Directive, the Directive on Privacy and Electronic Communications, and the Audiovisual Media Services
Directive.

Additionally, once it enters into force, we will be subject to and intend to fully comply with EU Regulation
2016/679 on data protection.

ROMANIA
Electronic Communications Networks and Services

The provision of electronic communication services and networks in Romania is primarily regulated by
Government Emergency Ordinance No. 111 of December 14, 2011 on electronic communications, as amended
(the “Framework Ordinance”).

The Framework Ordinance is supplemented by secondary legislation, which generally consists of norms
issued by the regulatory authorities in the sector, as well as government decisions and norms issued by
governmental bodies with incidental powers in the sector, such as the RCC, the National Authority for Consumer
Protection, the Ministry of Health and the National Supervisory Authority for Personal Data Processing.

Relevant Regulatory Authorities

The regulatory authorities in the field of electronic communication services and networks are the Ministry
of Communications and Information Society and ANCOM.

The Ministry of Communications and Information Society, the central authority governing the
telecommunications sector in Romania, is generally responsible for, among other things, defining the sector’s
strategies and policies, drafting regulations under the applicable legal framework, monitoring the implementation
of European Union legislation and monitoring compliance by communications companies with applicable
regulations.

ANCOM is an autonomous public institution under the control of the Romanian Parliament. ANCOM is in
charge of applying the national policies and strategies in electronic communications, audiovisual
communications and postal services and managing financial resources for the sector, as well as:

* regulating the activity in these fields;

 drafting and updating the content of the general authorization for operators to provide electronic
communication networks and/or services (the “General Authorization”);

* monitoring and managing the use of telephone numbers and issuing licenses for assigning telephone
numbers and authorizing customers to use these numbers (“Numbering License”);

* monitoring and managing the use of radio frequencies by, among other things, issuing licenses for the use
of radio frequencies (the “Spectrum Licenses”), broadcasting licenses and any ancillary technical
authorizations;

* establishing (subject to legal or regulatory ceilings, floors and other applicable criteria) and collecting
fees and tariffs payable by operators, such as the tariff for monitoring services by ANCOM, the
contribution for universal service and fees due in connection with Spectrum Licenses;

* acting as the decision-making authority in the resolution of disputes between operators;

* monitoring and controlling the application of the regulations applicable to the sector as well as the
obligations set out in the various licenses, authorizations and permits, and applying any related sanctions;
and

e promoting and monitoring the level of competition in the sector by defining the relevant markets and
carrying out market analysis, assessing whether an operator has significant market power and imposing
specific restrictions and obligations on operators having significant market power.
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General Authorization

In order to obtain a General Authorization, a company is required to file a notification with ANCOM
containing information about itself, the networks and services to be provided and the estimated date for the
launch of such networks and services. ANCOM then issues a standardized certificate attesting that the operator
has been granted a General Authorization by having filed the required notification. The General Authorization is
granted for an indefinite period of time and is non-transferable, but may be suspended or withdrawn by ANCOM
in certain circumstances, if an operator repeatedly breaches applicable regulations.

The General Authorization can also be amended or withdrawn by ANCOM for reasons independent from
the operator’s conduct, if such measure is necessary to ensure compliance with international treaties to which
Romania is a party or in case of a change in circumstances under which the General Authorization was issued.
Such amendment must, however, be proportional, objective and preceded by public consultation.

Once an operator obtains a General Authorization, it has the rights and is bound by the obligations currently
set out in ANCOM Decision 987 of December 6, 2012. These rights include: (i) the right to install facilities on
third-party properties by entering into agreements in accordance with Law No. 159/2016 regarding the physical
infrastructure of electronic communications networks and the establishment of certain measures to reduce the
cost of installation of electronic communications networks, entered into force on July 28, 2016 (the “Access
Law”); (ii) the right to negotiate and conclude interconnection and access agreements; and (iii) the opportunity to
be designated by ANCOM to provide different elements of universal service.

The main obligations which accompany a General Authorization include the following:

e paying annual contributions for the funding of universal service in accordance with the provisions of the
Framework Ordinance; as of December 30, 2015, no decision has been issued by ANCOM imposing the
payment of contributions to the funding the universal service for the years 2014 or 2015;

* paying the annual monitoring tariff due by all operators and determined by ANCOM as a percentage of
up to 0.4% of the turnover of the operator from the previous year. If certain conditions are met, the
provider may request that only the revenue derived from provision of electronic communications
networks and services and postal services be taken into account for the purpose of calculating the
monitoring tariff. There were no tariffs imposed on us during the years 2014, 2015 and 2016;

 obligations regarding the negotiation of interconnection and access agreements;
e permitting the sharing of premises and facilities by operators, to the extent authorized by ANCOM;

 obtaining all licenses, permits and authorizations required by environmental protection and construction
legislation and observing all urban planning requirements;

* legal processing of personal data;
* enabling legal interception of communications;

* ensuring continuity of service, preventing and eliminating harmful interferences and providing access to
networks and services for public usage in exceptional circumstances such as major disasters;

* obligations regarding the usage of spectrum and telephone numbers; and

* reporting certain information to ANCOM within specified timeframes, such as information regarding the
services/networks provided and the area where it operates; information regarding quality parameters of
the services; copies of certain contracts including contracts for installation of facilities on third party
property, access and interconnection contracts and satellite access contracts; any amendments to the
information provided to ANCOM in the notification for the General Authorization, and copies of
financial statements.

ANCOM may set out specific rights and obligations for operators of particular types of networks or services
on a non-discriminatory, proportional and transparent basis.

The General Authorization is a prerequisite for obtaining other authorizations needed in order to provide our
services, such as Spectrum Licenses or a Numbering License.

We hold a General Authorization, issued by ANCOM under No. SC-DEASRN-BS55 on January 10, 2014,
which entitles us to provide the following telecommunication services: (i) public electronic communication
networks, including (a) terrestrial public networks with fixed access or limited mobility, (b) public cellular
mobile radio networks and (c) public networks with access through satellite; (ii) electronic communication
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services for the public, including (a) telephony services for the public, (b) leased lines services, (c) data
transmission services, (d) internet access services, (e) retransmission of linear audiovisual programs to end users
and (f) other electronic communications services.

The General Authorization also entitles us to (i) access public and/or private properties with the purpose of
providing electronic communications services (including building, installation, maintenance, replacement and
relocation of electronic communication networks), (ii) negotiate and conclude interconnection agreements and
(iii) negotiate and conclude access agreements.

Interconnection and Access

Interconnection and access are regulated by the Framework Ordinance, the Access Law (which implements
the provisions of Directive 2014/61/EU of the European Parliament and of the Council of May 15, 2014 on
measures to reduce the cost of deploying high-speed electronic communications networks) and Law No. 154 of
September 28, 2012 governing the regime of public electronic communication networks infrastructure (as
partially repealed by the Access Law).

In addition to the general obligations applicable to all operators, ANCOM imposes upon operators with
significant market power in the electronic communications sector one or more specific obligations, including
certain transparency obligations regarding interconnection tariffs and contracts, the obligation to grant
interconnection services to other providers, prohibitions against discriminatory behavior (including publication of
a reference offer) and requirements for separate accounting. If ANCOM considers there to be a lack of effective
competition in a particular market, it may impose on operators the obligation to apply cost-oriented tariffs. Such
obligations must be proportional and well grounded, and must be preceded by public consultation and
consultation at the European Union level. Vertically integrated operators which have been designated as having
significant power on the wholesale market must notify ANCOM of any intention to transfer all or a substantial
part of their assets to a third party or to incorporate a new entity aimed at providing equivalent access services to
retail operators. Within 12 months from the date of receipt of this notification, ANCOM must decide if and how
the relevant operators’ obligations should be amended.

In exercising its authority, ANCOM has decided that we, Telekom Romania, Orange Romania, Vodafone
Romania, UPC Romania and other operators each have significant market power in the market for call
termination services at fixed points and/or mobile points in our respective public phone networks and has
imposed upon us certain transparency, interconnection and access obligations, as well as a maximum
interconnection tariff for call termination services. Since April 1, 2014, the maximum interconnection tariff for
call termination services in each relevant operator’s public phone network has been set to (i) 0.14 eurocents per
minute, exclusive of VAT, for call termination services at fixed points and (ii) 0.96 eurocents per minute,
exclusive of VAT, for call termination services at mobile points.

Specific obligations of RCS & RDS regarding interconnection

Pursuant to ANCOM Decision 2849 of August 6, 2007, we were made subject to several obligations in
relation to the interconnection of our fixed-line telephony network, including (i) a maximum tariff for our
interconnection services, which cannot exceed 1.15 eurocents/minute, exclusive of VAT (whereas the
interconnection tariffs charged at the time were generally higher); (ii) obligations to publish the tariffs and
technical means for interconnection-related services and facilities; and (iii) other obligations which will facilitate
third-party access to our network, reduce our ability to negotiate the terms of the interconnection agreements and
make it impossible for us to refuse entering into this type of agreement.

In August 2008, ANCOM decided that we are an operator with significant power in the market for call
termination services at fixed points in our public phone network and imposed on us certain transparency,
nondiscrimination, tariff control, interconnection and access obligations, as well as limitations of our ability to
negotiate interconnection agreements, similar to those imposed through ANCOM Decision 2849 described
above. This decision has been repealed by ANCOM Decision 643/2008 (subsequently superseded by ANCOM
decision 89/2012), under which we were re-confirmed as operator with significant power in the market for call
termination services at fixed points in our public phone network and similar obligations to those mentioned
above have been imposed on us. In addition, we have an obligation under Decision 89/2012 to apply cost-
oriented tariffs, determined on the basis of a long-term calculation model for incremental costs prepared by
ANCOM. On July 1, 2012, the maximum interconnection tariff for call termination services at fixed points in our
public phone network became 0.67 eurocents per minute, exclusive of VAT.

In 2012, through ANCOM Decision 106/2012, we were re-confirmed as an operator with significant power
in the market for call termination services at mobile points in our public phone network and certain obligations
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were re-confirmed for us, such as, an obligation to publish (i) an interconnection reference offer, mentioning at
least the set of minimum interconnection services established by the decision and the conditions (including tariff
arrangements) for provision of these services and (ii) a standard interconnection agreement intended to offer
beneficiaries necessary information regarding interconnection options and capabilities and related tariffs. We are
also obliged, to the extent technically possible, to supplement the interconnection capacity upon request of the
beneficiary. There is no obligation for the beneficiary to pay for additional capacities which it does not need or
which it has not requested.

We are required to periodically update the reference offer and the standard interconnection agreement and
notify ANCOM in relation to any such updates or amendments. We are also required to provide certain minimum
interconnection services and to notify beneficiaries in advance in case of modifications in the network or removal
of switches. The decision also provides for further limitations to our negotiating power on interconnection
agreements.

Pursuant to Decision 106/2012, we were required to apply cost-oriented tariffs, determined on the basis of a
long-term calculation model for incremental costs prepared by ANCOM. On September 1, 2012 the maximum
interconnection tariff for call termination services at mobile points in our public network became 3.07 eurocents
per minute, exclusive of VAT.

In 2013, ANCOM completed a long-term calculation model for incremental costs related to electronic
communications services. Based on this new long-term calculation model, new tariff ceilings have been imposed
on operators designated as having significant market power in the market for call termination services at fixed
and/or mobile points, on the basis of individual decisions.

Pursuant to Decision 364/2014, as of April 1, 2014 the maximum interconnection tariff for call termination
services at fixed points decreased from 0.67 eurocents per minute, exclusive of VAT, to 0.14 eurocents per
minute, exclusive of VAT. The maximum interconnection tariff for call termination services at mobile points
decreased from 3.07 eurocents per minute, exclusive of VAT, to 0.96 eurocents per minute, exclusive of VAT.
Other maximum tariffs for ancillary interconnection services have been imposed as well.

Specific interconnection obligations of other operators

In 2009, Vodafone Romania, Orange Romania and Telekom Romania were designated as operators with
significant power in the market for call termination services at mobile points in their public phone network and
were re-confirmed in that position by ANCOM in 2012.

As a consequence, the abovementioned operators have an obligation to publish interconnection reference
offers (standard offers applicable to all beneficiaries that desire to enter into interconnection agreements with
these operators), as well as standard interconnection agreements. They also have an obligation to apply cost-
oriented tariffs, determined on the basis of a long-term calculation model for incremental costs prepared by
ANCOM.

Telekom Romania has been designated as having significant market power in several interconnection
markets and has the obligation to publish an interconnection reference offer (a standard offer applicable to all
operators that desire to enter into an interconnection agreement with Telekom Romania containing a list of
applicable tariffs. ANCOM also designated Telekom Romania as having significant market power in the market
for unbundled access, full or shared, by broadband internet and fixed-line telephony service providers to the local
fixed-line telephone loop. As such, Telekom Romania has, among other things, an obligation to publish an access
reference offer (a standard offer applicable to all operators that desire to enter into agreements with Telekom
Romania with respect to access to the local loop) and to apply cost-oriented tariffs to access services on the basis
of calculation models or methods approved by ANCOM. Operators have the option to choose between full access
to the local loop (i.e., exclusive for any types of services) and shared access (i.e., Telekom Romania will continue
to use low frequencies for provision of telephony services, and the operator will be able to use the free
frequencies for broadband internet services).

In 2008, Telekom Romania was designated as an operator with significant power in the market for call
termination services at fixed points in its public phone network and was re-confirmed in that position by
ANCOM in 2012.

In 2014, Telekom Romania was designated as an operator with significant power in the market for national
commuted transit of calls in public telephone networks.

As of April 1, 2014 Telekom Romania’s maximum interconnection tariff (i) for call termination services at
fixed points was set to 0.14 eurocents per minute, exclusive of VAT; (ii) for call termination services at mobile
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points was set to 0.96 eurocents per minute, exclusive of VAT; and (iii) for national commuted transit of calls
was set to 0.18 eurocents per minute, exclusive of VAT. Other maximum tariffs for ancillary interconnection
services have been imposed as well.

Television and Radio Services
Regulatory framework

Our core activity consists of providing subscription television services in the form of cable TV and DTH
services. We also broadcast several channels for which we determine the editorial content: sports channels (DIGI
Sport 1, DIGI Sport 2, DIGI Sport 3 and DIGI Sport 4), a pay TV movie channel (DIGI FILM), a news channel
(DIGI 24, with its local news stations, DIGI 24 Brasov, DIGI 24 Cluj-Napoca, DIGI 24 Constanta, DIGI 24
Craiova, DIGI 24 Galati, DIGI 24 Iasi, DIGI 24 Oradea and DIGI 24 Timisoara), documentary channels (DIGI
World, DIGI Life and DIGI Animal World) and music channels (U Televiziune Interactiva). We also own an
interest in Music Channel.

Since May 2015, we have also been operating radio stations in Romania (Pro FM, Info Pro, Music FM and
Dance FM). In November 2015 we launched DIGI FM, a new radio station. DIGI FM is operated on the basis of
the license and audiovisual authorization initially issued for Info Pro, which was subsequently closed down.

In Romania, our cable TV, DTH and radio services are principally regulated by Audiovisual Law No. 504 of
July 11, 2002 (the “Audiovisual Law”) and Copyright Law No. 8 of March 14, 1996 (the “Copyright Law”),
both as amended.

Regulatory authorities
The Romanian regulatory authorities in the audiovisual sector are:

* ANCOM, which is responsible for regulating and overseeing the infrastructure and media for the
broadcasting and retransmission of audiovisual programming; and

* The NAC, which is responsible for regulating and overseeing (i) programming content, including the
content of the programming offered by broadcasters and the programming offered by distributors; (ii) the
issuance of retransmission authorizations and the procedure for such issuance; (iii) the issuance of norms
for the implementation of the Audiovisual Law in its field of competence; and (iv) the promotion of
competition in the sector.

Licenses

A General Authorization, together with retransmission authorizations and retransmission endorsements
issued by the NAC is required to provide cable TV and DTH services.

For radio air-broadcasting, operators must also obtain Spectrum Licenses and authorizations for assigning
frequencies, and technical authorizations must be issued by ANCOM for an operator to use terrestrial
broadcasting stations.

Providers of “Pay-per-View” services must also obtain broadcasting endorsements issued by the NAC.

We hold all relevant material licenses that are necessary for the Company to perform its activities, and the
Company works to prolong all licenses which it holds. In the telecommunications and media sector licenses are
generally not exclusive. Any private operator meeting specific requirements set by the law can be granted
necessary licenses and permitting to perform telecommunications and media activities in Romania. However,
once granted and as long as the operator ensures compliance with regulatory requirements, any license can be
freely exploited by such operator.
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The table below sets out our current material licenses in Romania, the type of service for which the license
is granted, whether the license was obtained through a public tender and the year until which the license is valid.

License

TV carriage business

Numerous (approx. 60) retransmission
authorizations issued by the NAC - this
number varies over time

A4069.1/22.08.2005

FS-LCX 03/2005 — Spectrum License issued by
the ANCOM

Electronic communications services

Certificate no SC-DEASRN-B55/10.01.2014

TV and Radio broadcast business

Licenses issued by the NAC:

S-TV 273.5/07.12.2010 — Digi 24

TV-C 631.4/15.03.2012 — Digi 24 Brasov

TV-C 636.4/15.03.2012 — Digi 24 Cluj Napoca

TV-C 634.5/15.03.2012 — Digi 24 Constanta

TV-C 635.5/15.03.2012 — Digi 24 Craiova

TV-C 633.5/15.03.2012 — Digi 24 Galati

TV-C 630.5/15.03.2012 — Digi 24 Tasi

TV-C 632.5/15.03.2012 — Digi 24 Oradea

TV-C 637.5/15.03.2012 — Digi 24 Timisoara

S-TV 254.9/06.10.2009 — DIGI FILM

S-TV 216.6/20.03.2008 — Digi Life

S-TV 238.8/18.11.2008 — Digi World

S-TV 302.4/30.10.2012 — Digi Animal World

S-TV 246.8/28.04.2009 — DIGI Sport 1)

S-TV 84.5/16.03.2004 — U Televiziune
Interactiva

R860.7/11.01.2011 — Pro FM Network

R460.11/03.05.2004 — Digi FM Network

R428.9/26.04.2004 — Dance FM Network

R633.7/17.01.2005, R635.7/18.01.2005 and
R650.7/20.01.2005 — Music FM

S-R 06.12/11.07.1996 — Pro FM

S-R 10.12/23.09.1997 — Digi FM

Licenses issued by the ANCOM:

Up to 70 licenses issued by the ANCOM for the
Pro FM and DIGI FM radio stations (per
city)

Telephony business

MT-CEL 01/2007 (radio frequencies 2100
MHz)

MT-CEL 04/013 (radio frequencies 900 MHz)

FX- CEM 04/2015 (radio frequencies 3600
MHz)

MT-CEL 05/2013(radio frequencies 2600 MHz)

FS-SNG 01/2012 (radio frequencies)

Online & SVOD platforms

SMAC 010/19.12.2013 — Digi Online

SMAC 012/02.09.2014 — Digi Play

Service Type Public Tender Valid Until
Cable NO N/A
DTH NO N/A
Satellite - DTH NO 2020
Internet NO N/A (until further
change)
TV NO 2019
TV NO 2022
TV NO 2022
TV NO 2021
TV NO 2021
TV NO 2023
TV NO 2021
TV NO 2021
TV NO 2021
TV NO 2025
TV NO 2017
TV NO 2018
TV NO 2022
TV NO 2018
TV NO 2022
Radio NO linked to the
licenses issued by
ANCOM
Radio NO linked to the
licenses issued by
ANCOM
Radio NO 2023
Radio NO 2024
Radio NO 2023
Radio NO 2025
Radio NO Valid for 10 years
(different expiry
dates)
Mobile telephony YES 2022
Mobile telephony YES 2029
Mobile telephony YES 2025
Mobile telephony YES 2029
Fixed telephony NO 2017
Online / mobile NO N/A®
Online / mobile NO N/AM

(1)  Also includes DIGI Sport 2, DIGI Sport 3 and DIGI Sport 4.

(2)  These licenses are valid until their withdrawal by NAC.
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Satellite Spectrum License

We obtained the Satellite Spectrum License on February 22, 2005 and last amended it on July 10, 2015 for
the use of the spectrum in order to supply electronic communications via satellite at the national level. The
Satellite Spectrum License allows us to install and operate a satellite communication station for the satellite
up-link and down-link of sound and TV broadcasting programming. The Satellite Spectrum License is valid until
February 21, 2020. The Satellite Spectrum License covers the frequency bands 13.750-14.000 GHz and
17.300-18.400 GHz for the satellite up-link, 11.700-12.500 GHz for the satellite radio service (down-link), and
12.500-12.750 GHz for the satellite down-link. The frequency bands 13.750—14.000 GHz and 17.300—18.400
GHz are subject to shared use between civil and governmental systems.

We have also obtained the Satellite Spectrum License FS-SNG 01/2012, issued on May 28, 2012 and valid
until May 28, 2017. The Satellite Spectrum License covers the frequency bands 13.750-14.000 GHz for the
satellite up-link and 12.500-12.750 GHz for the satellite down-link. The frequency band 13.750-14.000 GHz is
subject to shared use between civil and governmental systems. We use this license for portable satellite
communications stations destined for occasional and temporary transmissions to studios (i.e., portable stations
mounted on cars).

Under the Audiovisual Law, a broadcaster is required to obtain an analog or digital audiovisual license, an
audiovisual decision and an analog or digital broadcasting license as well as, generally, for terrestrial
broadcasting, a technical authorization. No such audiovisual or broadcasting license or audiovisual decision is
required for a service distributor (defined as a person who establishes and offers to the public a programming
offer by way of retransmission, based on contractual relations with broadcasters or other distributors).

We act as a broadcaster as regards the transmission of our own channels and as a service distributor for the
retransmission of other channels. Therefore we submit to rules and regulations applying to both activities. See
“—Retransmission licenses”, ‘“—Broadcasting endorsement” and “—Audiovisual License and related
authorizations.”

Retransmission licenses

The retransmission by service distributors of unaltered programming produced by others can only be done
on the basis of a retransmission endorsement issued by the NAC. To obtain a retransmission endorsement,
distributors must notify the NAC of their programming offerings and file supporting documentation. Any change
in the programming offerings must also be approved, in advance, by the NAC. The NAC may withdraw the
retransmission endorsement (i) if the distributor retransmits programming without having the required rights,
(i1) if ANCOM withdraws the distributor’s right to provide electronic communication networks or services or
(iii)) upon request of the holder of the retransmission endorsement. Retransmission endorsements are
nontransferable, but if the holder intends to transfer its electronic communication network, the transferor and
transferee must submit requests to the NAC for the cancellation and issuance of a new retransmission
endorsement.

We have obtained 59 retransmission endorsements for cable TV covering over 1,600 localities throughout
Romania. We also hold a general retransmission endorsement for DTH No. 4069.1 of August 22, 2005 which
covers all the 94 channels we currently retransmit. Due to the frequent changes in our programming offerings, we
notify the NAC of such changes relatively often, although not always on time. The NAC does not always approve
these changes in programming in a timeframe which is adequate for our operational needs. We have notified the
NAC in relation to the extended terms of some of our retransmission agreements, such as our agreement with
Pro TV.

Other than the retransmission endorsement, the retransmission of programming is in principle not subject to
any authorization or licensing procedure in Romania if it was originally broadcast by broadcasters under
Romanian jurisdiction, under the jurisdiction of any of the European Union member states or under the
jurisdiction of a state with which Romania has entered into a free retransmission agreement. Distributors which
retransmit programming broadcasted by such broadcasters must notify the NAC of the jurisdiction in which the
respective broadcaster is located and file any agreement regarding the retransmission with the NAC. In all other
cases (i.e., if the broadcaster is located in any other jurisdiction), a program-specific retransmission authorization
must be obtained from the NAC. The NAC may temporarily restrict the free retransmission of a programming
broadcasted from a European Union member state only in certain very limited circumstances.

Retransmission authorizations may be requested by any interested person having editorial responsibility for
the programming and such authorizations relate to the content of the programming rather than to the distributor.
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Therefore, once the retransmission authorization has been obtained for a particular program, any distributor
having a retransmission endorsement may retransmit such program without an additional authorization. The
NAC is required to publish annually a list of programming as to which it has granted a retransmission
authorization.

Broadcasting endorsement

Under NAC Decision 320/2012 regarding on-demand audiovisual services, all providers of “Pay-per-View”
services must notify the NAC of their intention to provide such services at least 7 days before beginning
broadcasting, or in the case of operators already providing ‘“Pay-per-View” services at the time of adoption of
NAC Decision 320/2012 (as was our case), by September 3, 2012.

Based on the notification, the NAC issues a broadcasting endorsement, which entitles the applicant to start
providing the “Pay-per-View” services mentioned in the broadcasting endorsement. The broadcasting
endorsement is non-transferable.

We currently provide such services through DIGI Play, a video on demand service, as per Broadcasting
Endorsement No. SMAC 012 issued by the NAC on September 2, 2014 and through DIGI Online, a mixed
audiovisual service (containing the video on demand service), as per Broadcasting Endorsement No. SMAC 010
issued by the NAC on December 19, 2013.

Audiovisual License and related authorizations

For broadcasting our own TV and radio channels we are required to obtain an analog or digital audiovisual
license, an audiovisual decision and a technical authorization.

Television

For satellite broadcasting of the DIGI FILM channel, we obtained the Audiovisual License No. S-TV 254.9
of October 6, 2009, and the audiovisual authorization decision No. 1641.0-7 of October 6, 2009, both valid until
March 20, 2025.

In relation to the DIGI Sport 1 channel, we obtained the Audiovisual License No. S-TV 246.8 of April 28,
2009 issued on September 15, 2015 by the NAC for broadcasting via satellite in Romania and Hungary and the
Audiovisual Authorization Decision for satellite broadcasting No. 1623.1-2 of July 22, 2014 issued on
September 15, 2015, both valid until July 9, 2018.

DIGI Sport 2, DIGI Sport 3 and DIGI Sport 4 are secondary channels to DIGI Sport 1 and are all operated
under the same license issued by the NAC.

For the DIGI 24 channel, we have obtained the Audiovisual License No. S-TV 273.5 of December 7, 2010,
the latest amended version was issued on February 24, 2015 by the NAC and the corresponding Audiovisual
Authorization Decision No. 1727.1-2 of February 9, 2012 is valid until December 9, 2019. DIGI 24 is a themed
news channel broadcasting nationally, but we also have regional versions: (i) DIGI 24 Brasov, (ii) DIGI 24 Cluj-
Napoca, (iii) DIGI 24 Constanta, (iv) DIGI 24 Craiova, (v) DIGI 24 Galati, (vi) DIGI 24 TIasi, (vii) DIGI
24 Oradea and (viii) DIGI 24 Timisoara.

We also have a range of documentary channels, broadcasted via satellite: (i) DIGI Animal World, together
with its secondary channel, Animal World Channel, both covered by Audiovisual License No. S-TV 302.4 of
October 30, 2012 and the corresponding Audiovisual Authorization Decision No. 1856.0-2 of January 10, 2013,
valid until 2022, (ii) DIGI Life (previously named DIGI TV Info), together with its secondary channel, Life
Channel, both covered by Audiovisual License No. S-TV 216.6 of March 20, 2008 and the corresponding
Audiovisual Authorization Decision No. 1479.1-2 of October 2, 2012, valid until June 18, 2017 and (iii) DIGI
World, together with its secondary channel World Channel, both covered by Audiovisual License No.
S-TV 238.8 of November 18, 2008 and the corresponding Audiovisual Authorization Decision No. 1568.2-2 of
October 2, 2012, valid until 2018.

Our subsidiary New Trend Media S.R.L. broadcasts the music channel U Televiziune Interactiva, for which
it determines the editorial content. For this channel New Trend Media S.R.L. obtained the Audiovisual License
No. S-TV 84.5 of March 16, 2004 and the corresponding Audiovisual Authorization No. 737.3-2 of June 28,
2011 valid until October 21, 2022.

Furthermore, a company in which we indirectly hold a participating interest, Music Channel S.R.L.,
broadcasts Music Channel and H!T Music Channel, for which it determines the editorial content.
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Radio

In 2015, following a transfer of licenses approved by the NAC, we obtained the licenses used to broadcast
DIGI FM, Pro FM and Pro Classic.

For satellite broadcast of DIGI FM we have obtained License No. S-R 10.12 of September 23, 1997, the
latest amended version was issued on September 13, 2016 by the NAC, and the Audiovisual Authorization
Decision No. 270.2-1 of November 10, 2015, valid until September 15, 2025. For terrestrial broadcast of DIGI
FM we have obtained License No. R460.11 of May 3, 2004, the latest amended version was issued on March 10,
2015 by the NAC and is valid until October 15, 2022. 39 audiovisual authorization decisions for local stations
were issued in connection with this license.

Pro FM is broadcasted via satellite under License No. S-R 06.12 of July 11, 1996, the latest amended
version was issued on March 3, 2015 by the NAC, and the Audiovisual Authorization Decision No. 201.2-2 of
July 22, 2014, valid until December 19, 2023. For terrestrial broadcast of Pro FM we have obtained License No.
R860.7 of January 11, 2011, the latest amended version was issued on March 10, 2015 by the NAC. Thirty-nine
audiovisual authorization decisions for local stations were issued in connection with this license.

The license for Pro Classic expired on November 12, 2016.

In addition to DIGI FM and Pro FM, we also broadcast Dance FM and Music FM. Dance FM is broadcast
only in Bucharest, through the Terrestrial Spectrum License No. R428.9 of April 26, 2004, the latest amended
version was issued on September 15, 2015 by the NAC, and the Audiovisual Authorization Decision No. 961.1-2
of July 22, 2014, valid until October 18, 2023.

Music FM is broadcast in Bucharest, Cluj-Napoca and Targu Mures, through the Terrestrial Spectrum
Licenses No. R633.7 of January 17, 2005, No. R635.7 of January 18, 2005 and No. R650.7 of January 20, 2005
respectively, the latest amended version of such licenses was issued on September 15, 2015 by the NAC, and the
Audiovisual Authorization Decisions for the broadcast of Music FM No. 1141.2-1 of July 22, 2014, No. 1149.1-2
of October 24, 2012 and No. 1160.1-2 of October 24, 2012, valid until June 7, 2023, June 16, 2024 and July 14,
2024 respectively.

Other relevant provisions for the audiovisual sector

The Audiovisual Law sets out certain rules applicable to retransmission of programming, including the
following:

* At least 25% of all programs retransmitted by a distributor (except for distributors that exclusively use
radio spectrum/DTH) must come from broadcasters located within the Romanian jurisdiction. The entity
retransmitting that programming must pay applicable copyright fees for such retransmission. In applying
this provision, the NAC has established a “must carry” obligation for retransmission of state-owned local
channels, certain regional channels, the international channel TVS5 and the Moldovan channel Moldova 1
(postponed until issues regarding the broadcasting of this channel on Romanian territory are solved). In
order to reach the 25% quota, apart from the broadcasters located within the Romanian jurisdiction for
which the “must carry” obligation applies, the distributor must retransmit programs free for
retransmission from other broadcasters in the Romanian jurisdiction chosen in the reverse order of their
ratings.

* All distributors must include in their offerings the programs of the state-owned Romanian Television
Company (with the exception of those programs which are not addressed to the Romanian public) as well
as programs for which an obligation of retransmission has been established by the international treaties to
which Romania is a party.

* Distributors have an obligation to include in their program offerings, at the local and regional levels, at
least two regional programs and two local programs, where such exist; the relevant programs to be
included in the offerings shall be determined by the reverse order of their rating.

* Distributors have an obligation to ensure retransmission (free of charge) of programming in the national
minority language in those municipalities in which national minorities represent more than 20% of the
population.

The NAC also requires broadcasters to reserve at least 50% of their air time for European origin
programming content.

In the case of channels operating under the “Pay-per-View” system, operators must ensure that at least 20%
of their catalogue is formed of European programs, except for informative, sports and teleshopping programs.
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To the extent possible, “Pay-per-View” programs should promote the production and access to European
audiovisual work. This promotion may consist either of ensuring financing means for production of or
acquisition of rights over European audiovisual work or ensuring coverage of European audiovisual works in the
catalogue of programs offered.

Romania does not have specific price control legislation for the cable TV market. Operators are free to set
prices according to the competitive environment and in line with their own strategy.

Sanctions in the audiovisual sector

Generally, breaches of the Audiovisual Law constitute administrative offenses. Certain of the more serious
administrative offenses are punishable by fines of up to RON200,000. Other less serious administrative offenses
are punishable by fines of up to RON100,000. In the event of repeated breaches, the NAC may decide to apply
one of the following sanctions: (i) impose an obligation on the broadcaster to broadcast the text of the
sanctioning decision or (ii) reduce to half the term of validity of the audiovisual license together with the sanction
mentioned at (i) above. In all cases, the breach may also result in the suspension of the offending activity. Also, if
the broadcasted content is repeatedly inappropriate (such as promoting hate, violence, actions against the state or
terrorism) the license could be cancelled altogether.

Some breaches of the Audiovisual Law constitute criminal offenses punishable by imprisonment or criminal
fines of up to RON3,000,000; these may also result in the confiscation of the assets used for or resulting from
such breach.

We have not always paid the fees and tariffs due to ANCOM in a timely manner and we have sometimes
been sanctioned for such delays in payment. ANCOM could impose a number of sanctions as a result of any
future late payments, including significant fines, attaching our bank accounts and terminating our licenses or
general authorizations (including the General Authorization).

Copyright

The Romanian Copyright Law contains specific provisions applicable to the retransmission of protected
works. The Romanian Office for Copyright (the “ORDA”) is the governmental body that monitors compliance
with copyright legislation.

Rights of authors include, among others, the right to authorize or prohibit the broadcasting or retransmission
of works by cable, air or any other means. Holders of related rights (i.e., performing artists and producers of
phonograms and audiovisual works) also have the exclusive right to authorize or prohibit the retransmission of
their works. Television and radio broadcasters, as holders of related rights, have an exclusive ownership right to
authorize the retransmission or re-broadcasting of their own radio or television programming by wireless, wire,
cable, satellite or by any other similar means.

Except with respect to television and radio broadcasting bodies, the holders of the copyright or related rights
may exercise their rights to authorize or prohibit the retransmission only through a collective administration
body. Collective administration bodies are not-for-profit associations of the holders of copyright and related
rights. The purpose of these bodies is the collection and distribution of royalties deriving from copyrights they
manage. The creation of collective administration bodies must be endorsed by the ORDA. The amount of
royalties due is established under a methodology negotiated between the collective administration bodies and the
representative bodies of distributors. If the parties do not reach an agreement on the methodology, they have
recourse to non-binding mediation and, subsequently, to an arbitration procedure organized by the ORDA. A
collective administration body may charge distributors lump sums or percentages of royalties, calculated by
reference to the income derived from the retransmission activities in which protected works are used.

Television and radio broadcasters exercise their rights regarding their own programming, irrespective of
whether they are the holders of such rights or whether such rights have been assigned to them, through contracts
entered into with the distributors, except where the retransmission is required by law.

The retransmission of works subject to copyright or related rights without the consent of the right holder is
deemed a criminal offense punishable by up to one year imprisonment. Among other criminal offenses, the sale
or rental of pirated access control devices is punishable with up to five years imprisonment. These criminal
offenses are also applicable to legal persons and are punishable by fines of up to RON3,000,000 and ancillary
sanctions such as dissolution or suspension of the offending activity.

On July 5, 2011, we obtained a non-exclusive license for retransmission of videos managed by the
Romanian Union of Film and Audiovisual Producers—Romanian Association for Collective Management of
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Audiovisual Works. On April 1, 2010 we obtained non-exclusive licenses for retransmission, and on January 9,
2013, for broadcasting on our own channels audio works managed by the Romanian Musical Performing and
Mechanical Rights Society.

Telephony and Data Transfer Services

A General Authorization is required to provide fixed-line voice telephony services and data transfer and
internet access services through cable, and a Numbering License is required to provide telephony services. A
General Authorization, a Spectrum License and a Numbering License are required to provide mobile voice
telephony services and data transfer and internet access services through a wireless network (i.e., using the radio
spectrum), and the right to use certain signaling point codes is required in order to ensure the operation of the
wireless mobile network. The award and utilization of Spectrum Licenses are subject to a more restrictive set of
requirements than the General Authorization.

Radio spectrum

Since radio frequencies are deemed limited resources, they are declared public property of the state, and
their use, with the exception of free frequencies, is allowed only based on a Spectrum License, which can be
granted by ANCOM to operators having a General Authorization. ANCOM issues Spectrum Licenses in
accordance with the national table of allocation of frequency bands through an open, transparent and
non-discriminatory procedure, generally on a competitive basis (i.e., public tender). In order to promote
competitiveness, ANCOM may decide to exclude certain persons from participating in the selection process for
granting a Spectrum License, with prior consultation with the RCC and the public.

After adequate public consultation, ANCOM may limit the number of Spectrum Licenses to be granted
when such action is necessary to ensure the efficient use of spectrum or to prevent harmful interferences. The
limited number of Spectrum Licenses granted is generally awarded on the basis of a competitive public auction
or a comparative basis. The number of 3G licenses in the 2100 MHz spectrum has been limited to four by
Romanian Government Decision No. 1113 of October 10, 2002. ANCOM must re-analyze its decision to limit
the number of the Spectrum Licenses when it deems necessary and upon request of any party directly affected by
the limitation decision.

Spectrum Licenses may contain network roll-out and coverage requirements and they may be granted for a
specific type of network or technology. Spectrum Licenses are generally issued for five years. Spectrum Licenses
issued following a comparative or competitive selection process are issued for a maximum duration of 10 years.
By way of exception, under certain applicable provisions of Romanian law (i.e., taking into consideration the
objective considered when granting the license and an adequate period for amortizing investments), Spectrum
Licenses may be issued for a duration of up to 15 years. Spectrum Licenses may be renewed for additional
periods of time each with a maximum duration equal to the initial duration. For Spectrum Licenses awarded on a
competitive or comparative basis, renewal is subject to the payment of a license fee.

Under Romanian Government Decision No. 1113 of October 10, 2002, Spectrum Licenses are issued for a
duration of fifteen years and may be renewed upon request for an additional period of 10 years, without payment
of additional license fees.

The following types of tariffs are payable in connection with Spectrum Licenses:

* A license fee, which is a one-off payment obligation that may be payable in installments. A license fee is
charged for every Spectrum License granted through a competitive or comparative selection process and
established by government decision for each such procedure. For example, we paid a total license fee of
US$35 million for the 2100 MHz license acquired in 2007, whereas for the 900 MHz license acquired in
2012 we paid a total license fee of €40 million. Both license fees have been paid in full.

* Annual/quarterly tariffs for the use of the radio spectrum. The minimum annual tariffs for the use of
Spectrum Licenses are as follows: (i) €2.3 million per each pair block of 5 MHz allocated at the national
level for the 900 MHz Spectrum License; (ii) €1.2 million per each pair block of 5 MHz allocated at the
national level and €0.3 million per each non-pair block of 5 MHz allocated at the national level for the
2100 MHz Spectrum License; and (iii) €0.9 million per each pair block of 5 MHz allocated at the national
level and €250,000 per each non-pair block of 5 MHz allocated at the national level for the 2600 MHz
Spectrum License. The annual tariffs for the usage of the spectrum are payable based on individual
decisions issued by ANCOM in December of each year, on the basis of the tariff matrix and computation
procedure approved by ANCOM in its Decision 551/2012.
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Spectrum Licenses may only be transferred with the prior consent of ANCOM and subject to certain
conditions. For example, the transfer of Spectrum Licenses granted following a comparative or competitive
selection process is allowed only if all the conditions taken into account at the moment of granting the license
will be satisfied following the transfer. Transfer of the Spectrum License without the prior approval of ANCOM
is null and void.

ANCOM may amend the terms of the Spectrum Licenses in order to ensure efficient and rational use of the
spectrum, prevent harmful interferences, ensure European Union harmonization, observe international
conventions, address situations of insufficiency of radio frequencies in certain areas for the frequency bands
covered by the respective Spectrum License, implement the electronic communications development strategy and
radio spectrum management policy or amend the national table for the allocation of frequency bands. However,
to our knowledge, ANCOM rarely, if ever, exercises this authority and, in any event, upon performing such
amendments, ANCOM must grant the affected operators a period of time to perform the required amendments,
such time period to be proportional to the qualitative and quantitative nature of the required changes.

900 MHz license

Following an auction process carried out in September 2012, we were awarded one double frequency block
of 5 MHz of bandwidth in the 900 MHz frequency spectrum valid for a period of 15 years commencing on
April 6, 2014. The license for this frequency block was issued by ANCOM on July 26, 2013 under No. MT-CEL
04/2013. As the holder of the license, we may use any technology permitted for the 900 MHz frequency band
under the national table of attributing radio frequencies and in accordance with national and European Union
laws.

The 900 MHz license requires compliance with certain obligations including those related to the interaction
with other operators, such as, (i) awarding access to the MVNO operators, (ii) negotiating and entering into
agreements with the other license holders for granting access to the emergency number 112 and (iii) negotiating
and entering into national roaming agreements with the other license holders (that meet certain criteria)—this
obligation is limited to three years from the signing of the roaming agreement and excludes the municipalities of
Bucharest, Timisoara, Constanta, Iasi, Cluj-Napoca, Galati, Craiova, Brasov, Ploiesti, Oradea and Braila.

With regard to coverage requirements, we had the obligation to cover by April 5, 2016, 95% of the
population in the localities where we may use the 900 MHz license with mobile communications services with
UMTS (which we complied with), improved IMT (HSPA, HSPA+), LTE or equivalent technologies, with a
direct downlink speed of at least 384 kbps, through our own radio networks, including through the 3G network in
the 2100 MHz broadband. We also must increase voice coverage using 900 MHz technology to 98% of the
Romanian population by April 5, 2019, and increase broadband services with direct downlink speeds of at least
1Mbps, with a probability of indoor reception of 95% in areas inhabited by at least 60% of the population,
through our own radio networks, including coverage by the 3G network in the 2100 MHz broadband, by the same
date. At the latest by April 5, 2021, we must provide broadband services with a direct downlink speed of at least
2 Mbps with a probability of indoor reception of 95% in areas inhabited by at least 60% of the population,
through our own radio networks, including coverage by the 3G network in the 2100 MHz broadband.

2100 MHz license

Following an auction process carried out in the second half of 2006, we were awarded a Spectrum License
for the supply of a public network and of 3G mobile communication services, pursuant to License MT-CEL 01 of
2007 issued by the Romanian General Inspectorate of Communications Information Technology on January 5,
2007, as amended by ANCOM on April 2, 2013. The technologies permitted under the 2100 MHz License are
any terrestrial systems capable of providing electronic communications, on the condition of complying with the
European Commission’s Decision No. 2012/688/EU for some frequency sub bands and CDMA TDD (Ultra
TDD—Time Division Duplex) for other sub bands. The 2100 MHz License is valid until January 5, 2022 and it
may be extended for another 10 years upon request, filed at least six months before the expiry of the license term,
without the payment of additional fees.

The 2100 MHz license imposes certain coverage obligations regarding population and roads to be fulfilled
in three subsequent stages by December 31, 2011. By December 31, 2009, we had finalized the implementation
of all coverage obligations imposed by the 2100 MHz license. This was certified by ANCOM.

2600 MHz license

In July 2015 we have purchased 30 MHz of bandwidth in the 2600 MHz frequency spectrum from 2K
Telecom for €6.6 million. The 2600 MHz license issued by ANCOM on July 26, 2013 under No. MT-CEL
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05/2013 was initially awarded to 2K Telecom following an auction process carried out in September 2012 and is
valid for a period of 15 years, commencing on April 6, 2014, being last amended on August 19, 2015. As the
holder of the license, we may use any technology permitted for the 2600 MHz TDD frequency band under the
national table of attributing radio frequencies and in accordance with national and European Union laws.

With regard to coverage requirements, we must cover by April 5, 2021, at least 30% of the population
through our own radio networks. We also must increase broadband services with direct downlink speeds of at
least 1Mbps, with a probability of indoor reception of 95% in areas inhabited by at least 15% of the population,
through our own radio networks, by April 5, 2019. We also must increase broadband services with direct
downlink speeds of at least 1Mbps, with a probability of indoor reception of 95% in areas inhabited by at least
30% of the population, through our own radio networks, by April 5, 2021. At the latest by April 5, 2023, we must
provide broadband services with a direct downlink speed of at least 2 Mbps with a probability of indoor reception
of 95% in areas inhabited by at least 30% of the population, through our own radio networks.

3700 MHz license

Following an auction process carried out in October 2015, we were awarded 10 unpaired blocks of 5 MHz
in the 3700 MHz bandwidth, valid for a period of 9 years commencing on January 1, 2016. The license for this
frequency block was issued by ANCOM on December 16, 2015 under No. FX-CFM 04/2015. As the holder of
the license, we may use any technology permitted for the 3700 MHz TDD frequency band, in accordance with
national and European Union laws.

With regard to spectrum use requirements, we must have 25 base stations in function, installed anywhere in
Romania within one year as of entry into force of the license. The number of required functioning base stations
increases to 50 and 100 within two and four years as of entry into force of the license, respectively.

Other spectrum licenses

In order to provide services to corporate customers located on the outskirts of cities, who are not
immediately reachable by our fiber optic network, and until we can expand our fiber network to the respective
locations, we sometimes use the 2.4 GHz spectrum, which has been declared free for certain applications by
ANCOM. See also “—Television Services—Satellite Spectrum License.”

In addition to a Spectrum License, operators of mobile telecommunication networks must obtain individual
authorizations for the assignment of frequencies from ANCOM for every individual base station in their network,
which is an integral part of a Spectrum License.

Equipment compliance

The radio equipment and terminals that we use in connection with our Spectrum Licenses are subject to
certain regulatory requirements, including those relating to the general conformity of radio equipment and
terminals, electromagnetic compliance, human exposure to electromagnetic fields, specific requirements for
equipment and systems using the CDMA technology and specific terminals energy absorption rate (SAR)
requirements. Failure to comply with these requirements constitutes breach of the obligations under the General
Authorization and the Spectrum License and may result in sanctions.

We must also comply with certain technical requirements and specifications regarding the quality of the
cable networks for distribution of TV and radio signals.

Numbering License

Since telephone numbers are deemed limited resources, both fixed and mobile telephony service providers
having a General Authorization are required to obtain a Numbering License granted by ANCOM.

Telephone numbers are granted by ANCOM upon request, and depending on certain parameters,
e.g., depending on the degree of utilization of previously allocated numbers, and, for certain numbers having an
exceptional economic value as determined by ANCOM, following competitive or comparative selection
procedures. Numbering Licenses are granted for a limited period of time (10 years) and a new Numbering
License may be successively renewed for the same period.

Certain obligations may be imposed on the holder of a Numbering License regarding, among other things,
the service for which the numbers may be used, obligations designed to ensure their effective, efficient and
rational use, the portability of numbers and public subscribers’ registries, transfer and duration. Operators also
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have an obligation to submit annual reports to ANCOM regarding the degree of utilization of the numbering
resources allocated. In the event ANCOM determines that the operator has not used the allotted numbering
blocks during the preceding 12 months (prior to June 2013, the relevant term was 9 months), it may suspend or
withdraw the operator’s Numbering License with respect to the unused numbering blocks.

We have not activated all the numbers assigned to us in the legal timeframe, and this situation is known to
ANCOM, as it is reflected in our reports on use of Numbering Licenses. However, we have not been notified by
ANCOM that it intends to withdraw any numbers.

Furthermore, ANCOM has imposed fees for the usage of numbering resources, depending on the type of
numbers allocated. Decisions imposing such fees are issued each year by ANCOM for the previous year. For the
year 2014, ANCOM imposed on us a fee for the usage of numbering resources in an amount of RON295,417, for
the year 2015, a fee of RON337,416 and for the year 2016 a fee of RON378,571.

The Numbering License may be transferred only upon prior consent of ANCOM and provided certain
conditions are met. However, the rights to use certain categories of numbering resources granted through
numbering licenses may be transferred without prior consent of ANCOM (but this authority still needs to be
notified in advance by providing certain documents to which it should reply confirming whether the relevant
conditions for the transfer were or were not met) provided that certain conditions are met. In this latter case, the
holder of the Numbering License must ensure the transferee observes the relevant obligations regarding the use
of numbering resources.

We hold Numbering Licenses with validity periods expiring between 2023 and 2025. The numbers that we
can use encompass: (i) non-geographical numbers with the “07” prefix, used for telephony services provided at
mobile points, (ii) numbers with the “08” prefix, used for general telephony services, including numbers with
free access for the caller, numbers for services with atypical traffic, numbers for indirect access to services and
numbers for access to data transmission and internet numbers, (iii) numbers with the “03” prefix (geographical
numbers, numbers independent of location and short numbers), used for telephony services provided at fixed
points, (iv) short numbers (e.g., 118881) and (v) numbers with the “09” prefix (non-geographic numbers with
special tariffs), used for gaming, general information and entertainment (including adult entertainment).

According to ANCOM Decision No. 144/2006 regarding the portability of numbers, all providers of
electronic communications services need to implement a system ensuring the portability of numbers. On
January 18, 2008, ANCOM Decision No. 3444 of 2007 on the technical and commercial conditions
implementing the above decision was published in the Official Gazette of Romania. All of our interconnection
agreements have been amended accordingly so as to be compliant with legal portability provisions. We currently
comply with portability requirements in our business relations with other operators.

Signaling Points License

In order to provide services under our Spectrum Licenses, we also require an authorization issued by
ANCOM for the use of identification, signaling and routing codes (the “Signaling Points License”). The
Signaling Points License is issued for an indefinite duration. The Signaling Points License is issued following an
open, transparent, non-discriminatory and proportional procedure, upon request, in general if it is necessary for
the functioning of the network of the requesting operator. A Signaling Points License is issued to a specific
operator and for a specific network and, therefore, it is generally non-assignable. In special cases, the Signaling
Points License may be transferred for justified reasons and only to a person already holding a General
Authorization and with the prior approval of ANCOM. The transfer may take place only if the transferee takes
over entirely or partially the transferor’s network, regardless of the legal take-over method used. The grant of
Signaling Points Licenses creates the obligation for operators to report to ANCOM within one month from the
date of activation on the effective use of the signaling points. Operators must also inform ANCOM in the event
they undergo mergers or split-offs.

In 2003, we were granted, by ANCOM Decision No. 1363/EI of December 8, 2003, a Signaling Points
License for using eight national signaling point codes and two international signaling points codes. By ANCOM
Decision No. 96/EI of April 21, 2005, we were granted eight other national signaling points codes and one other
international signaling points code. We have not always complied with the obligation to activate signaling points
within 6 months since the decision granting them has been communicated to us. However, all such signaling
points codes are currently activated and in use and we have not been subject to any sanctions by ANCOM for late
activation of signaling points.
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The additional Signaling Points License granted to us through ANCOM Decision No. 1877/EI of April 23,
2007, issued for an unlimited duration, allows us to use certain international signaling points codes on the
Romanian territory, for interconnection with public electronic communications networks from outside Romania.

In 2008, through ANCOM Decision No. 893 of October 1, 2008, we obtained an additional Signaling Points
License which allows us to use certain national signaling points codes for interconnection with other electronic
communications networks. We had an obligation to activate a significant number of signaling points within
6 months from receipt of the decision. We have not timely complied with this obligation as we have experienced
delays in activating certain points, while other signaling points are still inactive. By Decision No. 176/3 March
2009, the president of ANCOM approved the assignment of eight national signaling point codes from the
company Netpoint S.R.L. to us, which were not activated on time. Another set of eight signaling points codes
which are still inactive were granted to us by ANCOM Decision No. 360 of May 10, 2010.

By Decision No. 895/1 October 2008, we were permitted to use four routing numbers in the portability
process and by Decision No. 177/10 March 2009, we were permitted use of two routing numbers in the
portability process. According to these decisions, we were required to, and did comply with, certain related
obligations, including activating the routing numbers and activating the network identification number within six
months of allocation and notifying ANCOM accordingly. Pursuant to Decision No. 207/22 March 2010, we were
granted a network identification number.

Data Protection Regime

Our activity in connection with personal data is governed by Romanian general and electronic
communications sector-specific data protection legislation, which is generally in line with the applicable
European Union directives. Sector-specific obligations include those related to the security of personal data
processing, the use of traffic data only for specific limited purposes, confidentiality of communications and
traffic data, invoicing, caller identity, processing of location data, and undertaking of direct marketing activities,
automatic call forwarding and directories of subscribers. Breaches of general data protection legislation may
result in fines ranging from RONS00 to 100,000, temporary suspension or cessation of data processing and
partial or total deletion of processed data.

Breaches of certain specific data protection obligations are punishable with fines of up to 2%, and in the
event of repeated breaches, up to 5%, of the breaching operator’s turnover and may trigger the suspension of the
offending activity or the withdrawal or suspension of the General Authorization, Numbering License, associated
technical resources and/or Spectrum License.

We are registered as a personal data operator under the registration number 15643/2010.

The National Supervisory Authority For Personal Data Processing has imposed certain warning and
immaterial monetary sanctions on us for breaches of general data protection legislation, especially in relation to
the type of data that we process. We have not yet completely aligned our practice with the requirements of the
National Supervisory Authority for Personal Data Processing, due to the lack of clear and predictable regulations.

We are also currently assessing our existing data protection practices with the view to identify the gaps
between our current state of compliance and the standards required under the General Data Protection Regulation
(EU) 2016/679, which is set to become effective beginning May 25, 2018 and we intend to fully comply with its
provisions at that time.

Sanctions in Relation to Electronic Communications Networks and Services and to Telephony Services

Breaches of the obligations imposed on operators are punishable by fines of up to 2% and, in the event of
repeated breaches, up to 5% of the breaching operator’s turnover as per the last financial statements reported by
the operator. Breaches subject to these sanctions include breaches of the obligations set out under the General
Authorization, Spectrum License or Numbering License, certain obligations set out in the Framework Ordinance
or any obligations set out by the regulations under the Framework Ordinance.

If ANCOM becomes aware of a breach by an operator of its legal obligations, it must generally give such
operator a grace period for submitting a point of view in relation to the breach, following the lapse of which it
may impose sanctions. ANCOM may impose sanctions even if the operator complies with and remedies the
breach within the applicable grace period. In the case of specific serious breaches, such grace period is not
applicable. In the event of repeated or serious breaches (e.g., failure to pay the monitoring tariff, the tariff for the
usage of the radio spectrum or the numbering tariff within a certain period as of the applicable due date or breach
the obligation to submit financial statements to ANCOM within the required timeframe), ANCOM may suspend
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or withdraw the General Authorization, the Numbering License, the Spectrum License or the right to use
technical resources of the relevant operator, as applicable.

ANCOM may also order the infringing operator to cease the offending activity and impose any measures
necessary for its remedy or, in the case of access or interconnection obligations, suspend or postpone the
provision of a service or a package of services, if it deems such service(s) may distort competition.

In case of certain breaches, ANCOM may apply administrative fines in an amount of up to RON30,000 per
day of delay until the breach is cured.

If an operator loses its General Authorization, it automatically loses its Spectrum Licenses and Numbering
Licenses. Furthermore, any entity that has lost the right to operate a network or provide electronic
communication services may not operate under another General Authorization for a period of three years from
the date of the withdrawal of such rights.

Other Obligations Related to Telecommunications Services

Under applicable law, specific categories of disadvantaged persons (such as physically disabled persons)
have the right to benefit from special tariffs and customer relations facilities for fixed and mobile telephony and
internet. Obligations imposed by ANCOM in this respect to date are immaterial to us as they are no more
onerous than the contractual obligations we normally undertake.

HUNGARY

Our activity in Hungary consists of cable TV, fixed-line telephony, internet and data and DTH services.

Relevant Regulatory Authorities

While the Hungarian Government oversees general strategic and social issues in the area of audiovisual
media services (“AVMS”) and electronic communication services (“ECS”), the NMIAH is the key regulator of
our operations. NMIAH is an independent body, which reports to and is directly supervised by the Hungarian
Parliament. NMIAH has its own budget and uses its own revenue to cover the costs incurred in relation to the
performance of its duties. The president of NMIAH has certain legislative powers (through the adoption of
binding decrees) that allow for more direct control of the Hungarian electronic communications and media
markets. The Médiataniacs (the “Media Council”) is an independent legal entity of the NMIAH, which
supervises audiovisual media services and provision of content in Hungary.

Licenses

We hold all relevant material licenses that are necessary for the Company to perform its activities in
Hungary, and the Company works to prolong all licenses which it holds. Our mobile telephony licenses are
granted based on public tender procedures organized by NMIAH and ensure the exclusive exploitation of a
dedicated spectrum. Otherwise, in the telecommunications and media sector licenses are not generally exclusive.
Any private operator meeting specific requirements set by the law is generally authorized to perform
telecommunications and media activities in Hungary. However, as long as the operator ensures compliance with
regulatory requirements or once exclusive rights are granted, any license can be freely exploited by such
operator.

The table below sets out our current material licenses in Hungary, the type of service for which the license is
granted, whether the license was obtained through a public tender and the year until which the license is valid.

License Service Type Public Tender Valid Until
Radio Permit to uplink E32907-2/2015 satellite television NO 2020
Framework Licence for spectrum use (1800 MHz)

28524-2/2014 mobile YES 2029
Framework Licence for spectrum use (3400-3800 MHz)

23427-2/2016 mobile YES 2034
Licence for spectrum use (26 GHz) 7698-2/2017 mobile YES 2027
Registration certificate BB-13404-1/2004 satellite television NO NA
Registration certificate BB-3520-3/2006 landline phone NO NA
Registration certificate SJ/3957-3/2011 mobile Internet access NO NA

128



Audiovisual Media Services

The principal sources of Hungarian media law on radio and television broadcasting and content distribution
are the Act 185 of 2010 on Media Services and Mass Media (the “Media Act”), the Act 104 of 2010 on the
freedom of the press and the fundamental rules on media content and the Digital Switchover Act.

The provision of cable TV and DTH services a Hungarian General Authorization (as defined below). An
application for a Hungarian General Authorization is filed with NMIAH and needs to specify the respective
programs to be distributed by the applicant program distribution services (“PDS”) provider. According to the
Digital Switchover Act, PDS providers must also confirm that they have taken measures required for the
protection of copyright and related rights by submitting the data and supporting documents to the NMIAH. The
contract concluded with the relevant program provider or the documentary evidence proving the authorization
regarding the retransmission of the respective program shall also be attached to NMIAH application. Once the
Hungarian General Authorization has been granted, cable TV and DTH providers are required to file monthly
reports to NMIAH on the number of subscribers, as well as detailed annual reports on programming and
subscribers.

In addition, the Media Act sets out certain special “must carry” obligations in relation to retransmission
services. These obligations include: the mandatory transmission of four linear AVMS free of charge; the
mandatory transmission of local AVMS where the contract is economically sound; and furthermore, the Media
Council may not define more than two additional linear public media services or one linear community media
service in respect of which PDS providers have an obligation to accept an economically sound contract offer.

A new regulation was published under the Media Act in April 2016 that allows free negotiation of program
fees and entitles certain influential and dominant PDS providers to charge higher fees for HD programs, which
directly impacts our transmission costs. PDS providers qualify as influential and dominant if:

(a) the number of subscribers to a provider’s media service distribution, irrespective of the media service
distribution platform or network used, exceeds 100,000, or

b) in the case of publicly accessible media service distribution available without payment of a
subscription fee, the reception area of the media service distributor covers more than one-third of the
population of Hungary,

and the sales revenue of the media service distributor or any undertaking having a qualifying holding in it or in
its owner, or of any other undertaking operating under the qualifying holding of the media service distributor or
its owner, arising from media service distribution or related services, with the exception of analogue broadcasting
transmission, performed in the territory of Hungary, exceeds Hungarian forint one billion annually.

Copyright

The Hungarian Act 76 of 1999 on copyright and related rights is consistent with European law applicable to
the audiovisual media sector. The simultaneous and unaltered retransmission by means of cable transmission or
broadcasting is subject to a license from the holder of the copyright or other relevant rights over the program.
The authors’ and performers’ rights are exercised by Artisjus, a collective rights management society. Licenses
may be granted only through Artisjus. The royalty fee is determined by Artisjus at regular intervals on the basis
of all relevant circumstances of the respective use of the protected content, which fee shall also be approved by
the Minister responsible for culture.

Television and radio broadcasters also have similar rights in relation to the transmission of their programs
under the Hungarian Act 76 of 1999 on copyright and related rights. The broadcasters are entitled to exercise
their own neighboring rights and to authorize the transmission of programming content through contracts entered
into with PDS providers, except in cases where the retransmission is required by law.

Electronic Communications Networks and Services

The provision of public ECS and networks is regulated primarily by the Act 100 of 2003 on Electronic
Communication (“Electronic Communications Act”). The Electronic Communications Act provides the
framework regulation of the Hungarian telecommunications market in line with EU law, while detailed rules are
set out in secondary legislation, such as government decrees, ministerial decrees and decrees of the president of
the NMIAH.

With respect to ECS, NMIAH has, among others, the following duties:

* NMIAH is responsible for supporting the operation and development of the electronic communications,
postal and IT markets. NMIAH protects the interests of both service providers and users.
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* In addition to the Hungarian Competition Office, the duties of NMIAH include the ex ante establishment
and maintenance of fair and efficient competition and oversight of service providers’ compliance with the
provisions of sector-specific competition law.

* NMIAH investigates the relevant communication markets and analyzes the effectiveness of the
competition in these markets. It also decides on disputes between ECS providers and identifies the service
providers with significant market power (each an “SMP”) in the relevant market and defines obligations
imposed upon SMPs.

* NMIAH investigates the activity of the market players within the framework of its market monitoring
function. As an authority of first instance, it investigates the conditions of the provision of services (e.g.,
technological conformity, customer care, legal and billing issues).

* NMIAH’s tasks include registration of notifications related to program distribution and data transmission
services and review of the regular use of scarce resources such as the licensed identifiers and spectrum.
Part of its market monitoring activity also includes removal of service providers from the register,
withdrawal of usage licenses and enforcement of regulations concerning number portability.

* We have been designated as an SMP by NMIAH on the market of wholesale call termination on
individual public telephone networks provided at a fixed location (EU relevant market 3, in accordance
with Recommendations No. 2007/879/EC and 2014/710/EU). The NMIAH, in line with EU guidelines
and Europe-wide regulatory practice, has designated every telecommunications operator in Hungary with
an own network as a significant market player on these markets (altogether 124 operators on 124
markets) which provides voice call termination services to other operators. As such, we are subject to the
following obligations:

e transparency (i.e., we must publish our termination rates on our website together with technical
conditions for interconnection);

e non-discrimination (i.e., we must apply the same termination rates as well as technical conditions to
every operator wishing to terminate voice traffic into our network in Hungary);

e cost-orientation (i.e., we must set termination rates to HUF0,40 / min based on Bottom Up Long-Run
Incremental Cost, “BU-LRIC”) methodology); and

e access and interconnection (i.e., we must allow other operators to access our voice services and connect
to our network, ensure those additional services which are necessary to the interconnection and the use
of the service, publish the closure of interconnection points 3 years in advance and publish IP based
network plans (interconnection points) 12 months in advance).

Hungarian General Authorization

According to the Electronic Communications Act, provision of telecommunication services requires
notification and registration with the NMIAH. Upon receipt of notification, NMIAH will register the service
provider of PDS or other ECS (e.g., broadband internet services, voice telephony services) provided that it fulfills
the necessary legal requirements (“Hungarian General Authorization”). Providers shall notify NMIAH of any
changes in the information supplied in the notification, as well as the termination of the provision of services
within fifteen days. The register maintained by NMIAH is public information.

The main obligations and entitlements accompanying the Hungarian General Authorization in relation to
PDS or other ECS include:

* Service providers are required to pay quarterly supervision fees to cover the operating expenses of the
NMIAH. The fee shall be a maximum of 0.35% of the previous year’s net revenue of the electronic
communications services provider from electronic communications services or, if the previous year’s
revenue cannot be established, the revenue received during the year pro-rated for the entire year
(currently 0.212%).

* Reporting certain information in relation to its services to the NMIAH, including agreements concluded
with broadcasters and other providers (even if such information is confidential), if necessary for the
performance of the NMIAH’s duties under the provisions of Hungarian law.

e Cooperation with organizations authorized to conduct secret investigations and secret collection of
information (e.g., secret services). In the context of such obligation, the PDS provider must liaise with the
authorized secret investigators in order to provide the conditions for the secret investigation and secret
collection of information.
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* Obligations regarding the negotiation and reporting of interconnection agreements (additional obligations
are imposed on SMP operators) and cooperation in connection with the interoperability of the networks.
NMIAH may establish additional obligations if the negotiations of the service providers are unsuccessful.

In addition, ECS providers are required by law to:

* carry out statutory attestation of services and invoicing;

* ensure compliance with emergency dialing rules;

* ensure compliance with general terms and conditions requirements;
* maintain a helpdesk under conditions set out in regulations;

» comply with SMP remedies (if any);

* report and file interconnection agreements;

e submit quarterly, semi-annual and annual reports regarding traffic, revenue, equipment, interconnection
points, billing information, information on subscribers’ complaints, quality parameters and fault
management;

* register for lawful interception, and report to relevant law enforcement agencies;

* register in the number porting database and system (Central Reference Database (“KRA”);

* register in the central electronic database for removing and blocking illegal websites (“KEHTA”);
» comply with data retention requirements and report upon request by law enforcement bodies;

* ensure data protection, register and report to the relevant bodies;

* report quarterly to the Hungarian Central Statistical Office;

* deliver a monthly report regarding the telecommunications tax on voice services; and

» comply with market analysis reporting obligations as required by NMIAH.

Security

Given the recent terrorist attacks in Europe, new legislation has been introduced to increase the cooperation
of ECS providers and ensure smooth legal interception, data retention and data disclosure. ECS are subject to
heavy regulation in this field in Hungary and compliance is an ever-important issue. Recent provisions require
operators to cooperate with the national security services, notify any events affecting the security of the service
or network. Furthermore, subscribers must be notified of any event that threatens the security of the information
contained in the provided service or the network. Subscribers must be informed of the effective means to deal
with security events. ECS service providers are under an obligation to install systems that would help the law
enforcement authorities to monitor their data and maintain such systems only inside Hungary.

Application service providers must retain the content of, and certain metadata created in relation with,
encrypted end-to-end communications made through their services, such as the type of services provided, the
user data, the IP address and port number used for registration and the IP address and port number used for the
utilisation of the service by the subscriber or user, as well as the user ID and to disclose such data to law
enforcement authorities upon request. The Hungarian National Security Service is also entitled to, at its own cost,
place signals in the systems of electronic communication service providers. These service providers are also
required to ensure the operation telephone numbers used by certain organizations to prioritize crucial
communications in case of a terrorist attack.

Network Deployment

Hungary is aiming to ensure at least 30 Mbps speed connection in every household by 2018. To achieve
this, in parallel to recent EU regulation, major legislative changes took place recently to boost network
deployment. In particular, NMIAH has recently decreased the fees of construction and simplified the
administrational procedures of network development. In addition, the Electronic Communications Act was also
amended to reduce the cost of deploying high-speed electronic communications networks. Operators are
encouraged to coordinate network development, while NMIAH serves as a one-stop-shop in relation to building
permits and transparency rules concerning infrastructure development. Deployment of NGA networks are
encouraged, which allows access other operators’ existing infrastructure.
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In addition, increased network deployment is funded by the state. In early 2016, a tender for supporting
broadband development was conducted as part of the state program to distribute approximately HUF68.0 billion
as non-repayable aid and HUF45,6 billion as investment loans at preferential rates for development of broadband
networks. The program is expected to provide almost one million households with broadband connection by the
end of 2018.

Blocking and Removal

Network operators are required to ensure that certain websites are not accessible via their networks. Any
harmful or illegal electronic data may be blocked or removed. Blocking is ensured through a system operated by
NMIAH via connected internet access service providers. NMIAH administers KEHTA, the black list for
removing and blocking illegal sites. KEHTA was launched in 2014 and is not public, with only certain public and
law enforcement authorities having access thereto.

Internet Access VAT

Subject to EU law, VAT on internet access services will be decreased in Hungary from 27% to 18% which
became effective on January 1, 2017 and to 5% by January 1, 2018. A preferential tax rate on internet access
indirectly increasing the take-up of services is a positive development for our operations in Hungary and
contributes to our further expansion and success.

Assignment of Numbering Domains and Addresses

Numbering domains and addresses are special sets of characters necessary for the operation of an electronic
communications network, the provision of ECS and the interoperability of electronic communications networks
and services (as distinct from internet domain names, email and IP addresses, which are specifically excluded
from the regulation of numbering domains and addresses). Numbering domains and addresses are finite.
Therefore, their use is subject to a numbering license (“Hungarian Numbering License”) in Hungary, which is
reviewed in every 3 years. The registration and management of available identifiers in the national allocation
plan is performed by the NMIAH. Hungarian Numbering Licenses are granted either for a definite term, as
specified in the Hungarian Numbering License, or for an indefinite term. The fee for the use of the identifiers is
set out in the Hungarian Numbering License, and is calculated on the basis of the number of identifiers. In
addition, administration fee is payable to the NMIAH.

We mainly use two types of numbering fields. For geographic numbers we have a large number of
numbering range in Budapest (approximately 124.000 numbers) and separate other geographic numbers for
almost all rural towns in Hungary. We also have approximately 2000 numbers for nomadic telephone service,
and 25.000 numbers for non-geographic mobile service in SHS=20 field. In September 2016 we also applied for
100.000 numbers in the SHS=50 field, which is dedicated mobile communications. We also have special short
numbers customer service, access to fundraising short numbers (1350, 1353, 1355, 1356, 1357, 1359), special
free toll short number (1404) and other specialised numbers.

NMIAH may withdraw rights to use the numbers if:

 the provider failed to pay the fee for the usage of numbers until the deadline specified in NMIAH’s
written notice;

* the provider permanently terminates its electronic communications service;

* if the provider does not begin to provide its electronic communications services within 90 days after the
assignment authorization to use the requested numbers;

e the usage of number is suspended for more than six month; or

* the provider does not cooperate with NMIAH and other providers, or fails to comply with number
portability requirements.

Network operators are required to ensure number portability to allow the user to switch carrier without
losing the original number. The Hungarian regulation of number portability is in compliance with the relevant
European regulation. However, NMIAH promulgated specific rules of the content of the KRA for information on
ported numbers, as well as regulating the cooperation between the operators and the KRA. The KRA manages all
information about the ported numbers, as well as providing management and data collection services to service
providers. The KRA is available on NMIAH’s webpage.
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Mobile Services

In early 2016 NMIAH published its spectrum strategy for 2016-2020 to create a predictable technical and
professional environment for market players. The strategy defined the most important spectrum management
areas and described the regulatory and economic environment. As part of this strategy, the NMIAH’s goals
include, achieving 99% indoor wireless internet coverage, selling digital multiplexes and 6 other bands from
700 MHz to 26 GHz. Furthermore, the regulator intends to provide an additional 160 MHz for mobile services
and facilitate the development of PPDR and 5G.

In 2015 NMIAH issued a detailed and extensive regulation on national frequency distribution and the
utilisation of frequency bands (“NFFF”). This regulation brought significant changes to the Hungarian radio
frequencies regulation. The NFFF replaced several earlier regulations on the matter and established new
regulations for the civil use of frequency bands and national frequency distribution. The NFFF is applicable to
frequency users, producers, importers and marketers of radio and high frequency equipment within the radio
spectrum up to 3000 GHz. The NFFF does not apply to distribution of frequencies dedicated to broadcasting. It
maintains the hierarchy of primary and secondary radio service providers in terms of station operation and
interference protection. The NFFF also keeps the distinction between frequency bands as designed and planned
frequency bands. As a general rule, operators may receive from NMIAH a right to use a certain frequency range
on a first-come-first-served basis. In the case of these frequencies, operators are not required to participate in any
competitive selection procedures before they apply to NMIAH for a frequency allocation or a radio license.
However, for certain other frequency ranges, the NFFF may provide special rules; in particular, it may provide
that operators must first obtain a frequency license in a competitive procedure (such as an auction or a tender)
before it can apply for a frequency allocation and a radio license. The NFFF also established STIR (Spectrum
Management IT System), a tool to create, edit, visualize and publish easily and effectively frequency
management information in an organised form and structure. The scope of the NFFF extends to the allocation of
frequency bands within the radio spectrum below 3000 GHz to radio service, as well as for civil, non-civil and
joint use, but does not extend to the method of distribution of frequencies for broadcasting purposes. The NFFF
generally prohibits secondary trading of frequencies. Specific bands designated in the NFFF, however, may be
subject to secondary trading.

1800 MHz license

Following an auction process carried out in 2014, we were awarded a one duplex block of 5SMHz mobile
Spectrum License in the 1800 MHz band, for the supply of a public network of mobile communication services
such as GSM, UMTS, LTE, WiMAX and other EU harmonised services, pursuant to decision UF/15792-88/2014
issued by NMIAH. We have entered into an administrative contract UF/27050-7-2014 with NMIAH governing
the use of the band. The 1800 MHz license is valid until June 15, 2029 and it may be extended for another 5
years upon request, filed at least three months before the expiry of the license term, without the payment of
additional fees. The 1800 MHz license does not impose coverage obligations.

3600 MHz license

Following an auction process carried out in 2016, we were awarded four unpaired blocks of 5 MHz in the
3600-3800 MHz bandwidth, valid until June 15, 2034. The license for this frequency block was issued by
NMIAH under No. UF/12005-19/2016. As the holder of the license, we may use any technology permitted for
the 3780-3800 MHz TDD frequency band, in accordance with national and European Union laws. We are
required to start using the frequency within four years after we acquired the corresponding rights.

If we were to launch mobile services in Hungary we will be exposed to further SMP designation and
regulation.
Other spectrum licenses

Currently, we use frequency ranges for satellite up-link at our Budapest up-link station that are awarded on a
first-come-first-served basis.

In addition, in 2016 we have concluded a commercial agreement to obtain the rights to use 2x28MHz basic
blocks in the 26 GHz band valid until April 18, 2027.
Sanctions

As part of its market regulatory activities, NMIAH monitors the operation of the electronic communications
market. Market regulatory measures are conducted ex officio in accordance with the annual market regulatory
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plan to ensure compliance with the provisions of the relevant legal regulations, its own decisions and subscriber
contracts. Market surveillance is initiated either ex officio or upon request, and in case of infringement the
NMIAH may apply various sanctions individually or combined. NMIAH may order the offender to cease such
illegal conduct.

The most relevant measures that NMIAH may take if a service provider refuses to comply with the
NMIAH’s notice are the following:

* impose a fine on the infringing party (0.25 to 1% of its net income in case of a breach of market
surveillance measures, including in the case of an unauthorized use of frequencies, and 0.1 to 0.5% of its
net income in the case of a breach of market regulatory measures, and up to 0.5% for breaching sector
specific data protection obligations); or

* order the termination or retention of services hindering competition.

In the case of serious or repeated violation of obligations NMIAH may also:

* suspend the Hungarian General Authorization and individual license of the infringing party; or
* withdraw the Hungarian General Authorization and individual license of the infringing party.

The withdrawal of the Hungarian General Authorization could result in the loss of a Hungarian Numbering
License and “Radio License”, an authorization issued by NMIAH required for the operation of radio equipment,
radio stations and radio telecommunications networks.

NMIAH may order the immediate enforcement of its decisions in order to protect human lives, health,
physical integrity, the environment, public safety or public order, or prevent dangers posing significant threats to
a large number of users or the management or operation of other service providers or users.

In addition to the above, television service providers must comply with content regulations. The most
important sanctions the Media Council may impose following in the case of a breach of content regulation are the
following:

¢ jssue a cease and desist order; and

* specify the conditions of the performance of the services.

In the case of a serious or repeated violation of content regulation, the Media Council may also:

* order the infringing party to publish the notice or decision of the Council on a designated program;
* impose a fine of up to Hungarian forint 200 million on the infringing party;

* suspend the media service provision for a period of 15 minutes to one week; or

* delete the media service where the infringement was committed from the register.

Data Protection

Network operators are subject to sector-specific data protection rules. There is a general requirement to have
detailed internal policies regarding data controlling and provide customers with information accordingly. A data
protection officer must be employed. In Hungary, provisions that served to implement the now repealed
2006/24/EC Data Retention Directive, are still in effect. Furthermore, personal data breaches have to be reported
to NMIAH within 24 hours and customers have to be informed without undue delay. Binding Corporate Rules
are mandatory for lawful transfer of data to non-EEA countries. The Binding Corporate Rules have to be
approved by the Data Protection Authority.

Consumer Protection

Network operators need to maintain offline customer service centers and one consumer protection officer
per county. In addition there are extensive obligations regarding customer service such as a minimum five
minutes response time for telephone customer services. For a breach of consumer protection obligations, the
National Consumer Protection Authority may impose a fine of up to HUF2 billion.
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PART 8
DIRECTORS, SENIOR MANAGEMENT AND CORPORATE GOVERNANCE

BOARD OF DIRECTORS

Upon completion of the Offer, the Company shall apply a one-tier board structure comprising of two
Executive Directors and five Non-executive Directors, of which two are Independent Non-executive Directors
(within the meaning of the Corporate Governance Code of the Bucharest Stock Exchange (the “BSE Corporate
Governance Code”)).

Set out below is a summary of certain provisions of Dutch corporate law as at the date of this Prospectus, as
well as relevant information concerning the BSE Corporate Governance Code, the Board of Directors and certain
provisions of the Articles concerning the Board of Directors, in each case as it will be constituted and in force
immediately prior to and following the completion of the Offer.

This summary does not purport to give a complete overview and should be read in conjunction with, and is
qualified in its entirety by reference to the relevant provisions of Dutch law and the BSE Corporate Governance
Code as in force on the date of this Prospectus and the Articles. The Articles are available in the governing Dutch
language and an unofficial English translation thereof on the Company’s website.

Current Composition of the Board of Directors

At the date of this Prospectus, the Board of Directors is comprised of the Directors mentioned below. The
composition of the Board of Directors will be the same upon completion of the Offer:

Name Age Position

Zoltan Teszari .. ...................... 46 President (Non-executive Director)

Serghei Bulgac ................. ... ... 40 Chief Executive Officer (Executive Director)
Valentin Popoviciu .................... 42 Executive Director

Sambor Ryszka ................. ... ... 37 Non-executive Director

Marius Varzaru . ........... ... ... .... 37 Non-executive Director

Bogdan Ciobotaru .. ................... 39 Independent Non-executive Director

Piotr Rymaszewski .................... 52 Independent Non-executive Director

Biographical Details of the Directors
Zoltdn Teszdri (President)

Mr. Teszari founded RCS & RDS in 1996 and is the controlling shareholder. Before starting Analog CATV
(a precursor company to RCS & RDS), he founded TVS Holding Brasov in 1992, another large Romanian cable
TV company that later was merged into RCS & RDS. Prior to founding TVS Holding Brasov, Mr. Teszari owned
and ran his own business. Mr. Teszdri has been a board member since 2000 and his current term as a board
member is due to expire in 2020, though he can be re-appointed for an indefinite number of terms.

Serghei Bulgac (Chief Executive Officer)

Mr. Bulgac is a member of the Board of Directors and Chief Executive Officer. Mr. Bulgac was appointed
the Chief Executive Officer of RCS & RDS in 2015. Prior to becoming Chief Executive Officer, he was Chief
Financial Officer of RCS & RDS. Mr. Bulgac joined RCS & RDS in 2003. Prior to joining RCS & RDS, he
worked as a corporate finance associate at EPIC (European Privatization and Investment Corporation) and as a
research analyst at Eastbrokers, a brokerage company. Mr. Bulgac graduated from the Bucharest Academy of
Economic Studies and holds an MBA degree from INSEAD. Mr. Bulgac has been a board member since 2017
and his current term as a board member is due to expire in 2020.

Valentin Popoviciu (Executive Director)

Mr. Popoviciu is an executive member of the Board of Directors. He is also a non-executive member and
Vice-President of the board of directors of RCS & RDS, a position he has held since 2015. Prior to his
appointment to the board of directors of RCS & RDS, Mr. Popoviciu had held the position of Business
Development Manager of RCS & RDS since 1999, after joining the company in 1998 as a branch manager in the
Constanta office. Mr. Popoviciu graduated from the economics faculty of the Constanta—Tomis University in
1997. Mr. Popoviciu has been a board member since 2017 and his current term as a board member is due to
expire in 2020.
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Dr. Sambor Ryszka (Non-executive Director)

Dr. Ryszka is a non-executive member of the Board of Directors. Dr. Ryszka has been a Managing Director
of Digi Hungary since 2013. Dr. Ryszka joined Digi Hungary in 2011 as General Counsel. Prior to that,
Dr. Ryszka worked in the Budapest office of law firm Hogan Lovells. Dr. Ryszka graduated in 2004 from the
Faculty of Law of ELTE University, Budapest. Dr. Ryszka has been a board member since 2017 and his current
term as a board member is due to expire in 2020.

Marius Varzaru (Non-executive Director)

Mr. Varzaru was appointed in 2013 as a Director of the Company. Mr. Varzaru has been the Managing
Director of Digi Spain since 2008. Mr. Varzaru joined RCS & RDS in 2005 as Reporting Manager and was
shortly thereafter appointed to the position of Finance Director, a position he held up until 2008. Before joining
RCS & RDS, Mr. Varzaru worked at KPMG. Mr. Varzaru graduated from the Bucharest Academy of Economic
Studies in 2001. Mr. Varzaru has been a board member since 2013 and his current term as a board member is due
to expire in 2020.

Bogdan Ciobotaru (Independent Non-executive Director)

Bogdan Ciobotaru is an independent, non-executive member of the Board. He is also a non-executive
member of the board of directors of RCS & RDS, a position he has held since 2013. Prior to joining RCS &
RDS, Mr. Ciobotaru held the position of Head of Financing for Central and Eastern Europe, Middle East &
Africa at Renaissance Capital and the position of Executive Director in the Global Capital Markets, at Morgan
Stanley in London, where he worked for over 10 years. Mr. Ciobotaru graduated from the Bucharest Academy of
Economic Studies, and holds an Executive MBA from Oxford University. Mr. Ciobotaru has been a board
member since 2017 and his current term as a board member is due to expire in 2020.

Piotr Rymaszewski (Independent Non-executive Director)

Mr. Rymaszewski is an independent, non-executive member of the Board of Directors. Mr. Rymaszewski
also holds the position of CEO of Octava Asset Management, a Polish real- estate portfolio management
company, part of the Elliott Group, a position he has held since 2014. Since 2007, Mr. Rymaszewski has also
served as the CEO and president of the board of directors of Octava S.A., a Polish public company active in real
estate and part of the Elliott Group. Mr. Rymaszewski’s experience in advisory and supervisory roles includes
serving on the Board of Nominees of Fondul Proprietatea S.A., a Romanian publicly traded AIF since 2012.
Mr. Rymaszewski holds a Bachelor’s degree in Physics from the University of Pennsylvania and a JD degree in
International and Commercial Law from Cornell Law School. Mr. Rymaszewski has been a board member since
2017 and his current term as a board member is due to expire in 2020.

SENIOR MANAGEMENT TEAM

The Group’s current senior management team, in addition to the Executive Directors listed above, is as
follows:

Name Age Position

IoanBendei ................... 60 Vice President and Executive Director of RCS & RDS

MihaiDinei ................... 47 Non-executive Director of RCS & RDS

Smaranda Streanga . ............ 37 Co-Chief Financial Officer of RCS & RDS

Danlonita .................... 38 Co-Chief Financial Officer of RCS & RDS

Silviu Georgescu .. ............. 38 Chief Technology Officer of RCS & RDS

EmilGrecu ................... 39 Technical Officer of RCS & RDS

Emil Jugaru . .................. 43 Head of RCS & RDS Sales and Customer Care Business Unit

Dragos Spataru . ............... 40 Head of Fixed Telephony and Mobile Communications
Division of RCS & RDS

OvidiuBejan .................. 45 Commercial Director for Mobile Communications of RCS &
RDS

Mihaela Toroman .............. 37 Accounts Manager and Treasurer of RCS & RDS

Florin Ungureanu .............. 35 Managing Director of Digi Hungary

Dragos Chivu ................. 45 Managing Director of Digi Italy
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Biographical Details of the Senior Management Team
Ioan Bendei (Vice President and Executive Director of RCS & RDS)

Mr. Bendei is an executive director and Vice President of RCS & RDS. He has been an executive member
of the management of RCS & RDS and its precursors since 1996. Mr. Bendei has been involved in the cable TV
industry since 1992. He previously worked for TVS Holding Brasov and Eurocable Oradea. In both positions he
worked closely with Mr. Zoltdn Teszari, the founder and controlling shareholder of the Company. Before 1992,
Mr. Bendei worked as a technician for Roman Brasov, the largest Romanian truck producer.

Mihai Dinei (Non-executive Director of RCS & RDS)

Mr. Dinei is a non-executive director of RCS & RDS. He has been a member of RCS & RDS’s Board of
Directors since 2003 and is the former head of RCS & RDS’s legal department. Mr. Dinei joined RCS & RDS in
1999. Prior to joining RCS & RDS, Mr. Dinei worked as a course manager and trainer at the National Institute
for Administration. Mr. Dinei graduated from the Faculty of Law of the University of Bucharest in 1997. Prior to
studying law, Mr. Dinei served as a professional member of the Romanian Military Navy.

Smaranda Streanga (Co-Chief Financial Officer of RCS & RDS)

Mrs. Streanga has been the Co-Chief Financial Officer of RCS & RDS since 2015. Prior to joining RCS &
RDS, she held the role of finance manager at HP (Geboc) and audit roles at PricewaterhouseCoopers and BDO.
Mrs. Streanga graduated from the Bucharest Academy of Economic Studies in 2002, has an EMBA from WU
Wien in 2013, and is an ACCA member.

Dan Ionita (Co-Chief Financial Officer of RCS & RDS)

Mr. Ionita has been the Co-Chief Financial Officer of RCS & RDS since 2015. Prior to becoming the
Co-Chief Financial Officer, Mr. Ionita held the position of Finance Manager from 2008, after joining RCS &
RDS in 2007 as Reporting Manager. Prior to that, Mr. Ionita worked at PricewaterhouseCoopers and Arthur
Andersen. Mr. Ionita graduated from the Bucharest Academy of Economic Studies in 2001, with a degree in
Accounting and a master in Information Systems. Mr. Ionita holds an ACCA diploma.

Silviu Georgescu (Chief Technology Officer of RCS & RDS)

Mr. Georgescu has been the Chief Technology Officer of RCS & RDS since 2005. Mr. Georgescu joined
RCS & RDS in 2000 as field engineer in one of the Group’s cable TV networks. Mr. Georgescu graduated from
the Telecommunications and Electronics faculty of the Bucharest Polytechnics University in 2000.

Emil Grecu (Technical Officer of RCS & RDS)

Mr. Grecu serves as the Technical Officer of RCS & RDS. Mr. Grecu joined RCS & RDS in 1999 after
graduating from Bucharest Polytechnics University. Mr. Grecu oversees the development of the Group’s physical
infrastructure and the operation of video services (cable TV and DTH). Mr. Grecu graduated from Bucharest
Polytechnics University with a degree in Electronics and Telecommunications in 2000.

Emil Jugaru (Head of RCS & RDS Sales and Customer Care Business Unit)

Mr. Jugaru is head of RCS & RDS Sales and Customer Care business unit. Mr. Jugaru joined RCS & RDS
in 1997. Prior to that he worked for a company Magic System, specialized in the sale IT niche products.
Mr. Jugaru graduated in 1996 from the Polytechnic University ofv Bucharest, Faculty of Automatic Control and
Computer Science.

Dragos Spataru (Head of Telephony and Mobile Communications Division of RCS & RDS)

Mr. Spataru has been the head of the Fixed Telephony and Mobile Communications Division of RCS &
RDS since 2010 and prior to that he was the Voice Business Unit manager of RCS & RDS. Mr. Spataru joined
RCS & RDS in 1998 as a web designer. Prior to joining RCS & RDS, Mr. Spataru worked in sales of high end
printers and imaging equipment. Mr. Spataru graduated from the computer sciences faculty of the Bucharest
Polytechnics University in 2000.

Ovidiu Bejan (Commercial Director for Mobile Communications of RCS & RDS)

Mr. Bejan joined RCS & RDS in 2014 as Commercial Director for Mobile Communications. Prior to
joining RCS & RDS Mr. Bejan was the Regional Director Consumer Market for Vodafone Romania. Prior to
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that, Mr. Bejan worked as Commercial Director for RHS Company and between 2001 and 2012 and held various
positions within Genco Trade. Mr. Bejan graduated from Nuclear Engineering Faculty of Bucharest Polytechnics
University in 1995.

Mihaela Toroman (Accounts Manager and Treasurer of RCS & RDS)

Ms. Toroman has been RCS & RDS’s Accounts Manager and Treasurer since 2015. Between 2010 and
2015, Ms. Toroman was a Financial Manager at RCS & RDS. Previously, between 2006 and 2010 she was a
Controlling Manager at RCS&RDS. Prior to joining RCS & RDS, Ms. Toroman held an accountant position at
Euromedia Group. Ms. Toroman graduated from Bucharest Academy of Economic Studies with a degree in
Accounting and Information systems.

Florin Ungureanu (Managing Director of Digi Hungary)

Mr. Ungureanu has been the Managing Director of Digi Hungary since 2011. Mr. Ungureanu joined RCS &
RDS in 2005 as an accountant in our Bucharest office. Between 2006 and 2008, Mr. Ungureanu worked in the
financial audit department at Ernst & Young Romania, and in 2008 he again joined RCS & RDS as a business
controller in the Financial Department. Mr. Ungureanu graduated from the Bucharest Academy of Economic
Studies in 2005.

Dragos Chivu (Managing Director of Digi Italy)

Mr. Chivu has been the Managing Director of Digi Italy since 2015. Before joining the RCS & RDS group
as Managing Director and board member for Digi Italy, he was CEO at the Romanian and Moldavian entities of
Printec Group, an IT integrator specializing in banking solutions. Mr. Chivu has 20 years of telecommunications
experience, working for high profile companies like Digi Italy, Printec, Vodafone, Nokia, Telemobil and Orange.
He graduated as telecommunications engineer from Polytechnic University of Bucharest and holds an MBA from
the Romanian-American School of Business and Kennesaw State University.

CORPORATE GOVERNANCE
Corporate Governance Code of the Bucharest Stock Exchange

As of the date of this Prospectus and following Admission, we will comply with the BSE Corporate
Governance Code, in effect starting from January 4, 2016, as such applies to companies listed on the Regulated
Spot Market of the Bucharest Stock Exchange, with the following differences:

1. the directors will be appointed following a nomination made by the Class A Meeting, instead of a
nomination proposal by the nomination committee established by the Board of Directors and
consisting of non-executive directors. The good corporate governance sought by the BSE Corporate
Governance Code is achieved by applying this nomination procedure, as the Class A Meeting shall
take into account that the Board of Directors should be composed such that the requisite expertise,
background, competences and—as regards certain of the non-executive directors—independence are
present for them to carry out their duties properly;

2. the cash dividend distribution policy is approved by the General Meeting, rather than being approved
at the level of the Board of Directors. This setup provides greater shareholder protection by
escalating the decision to the General Meeting;

3. the president of the audit committee is not an independent director, as required by the BSE Corporate
Governance Code. The good corporate governance sought by the BSE Corporate Governance Code
is achieved by having the majority of committee members being independent and high standard
terms of reference being applied to the work of the audit committee; and

4. one of our two independent non-executive directors, Bogdan Ciobotaru, could be deemed not to be
independent in the definition of the BSE Corporate Governance Code as he has had, in the past 12
months, a contractual relationship with Carpathian Cable Investments S.a R.L., one of our minority
shareholders who, in the past 12 months, held more than 10% of our voting rights. The good
corporate governance sought by the BSE Corporate Governance Code is achieved as (i) Carpathian
Cable Investments S.a R.L. no longer holds more than 10% of our voting rights and (ii) it is
anticipated that, if the Oveallottment Option is exercised in full, Carpathian Cable Investments
S.a R.L. will no longer hold Shares post Admission.

The BSE Corporate Governance Code requires that all companies listed on the Bucharest Stock Exchange
include a statement in their annual report on their compliance with the BSE Corporate Governance Code. Any
failure to comply with the provisions of the BSE Corporate Governance Code must be disclosed through a
current report filed with the Bucharest Stock Exchange, the principle applied being that of “comply or explain.”
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The BSE Corporate Governance Code contains a number of principles and provisions which must be
observed by the companies listed on the Bucharest Stock Exchange, inter alia with respect to the composition,
role, functioning and compensation of the management bodies, risk management and internal control, financial
reporting and disclosure.

Dutch Corporate Governance Code
As a Dutch company, the Company is also subject to the Dutch Corporate Governance Code (“DCGC”).

The DCGC applies to all companies which have their statutory seat in the Netherlands and whose shares are
listed on a regulated market in the EU/EEA or a comparable system outside the EU/EEA. The DCGC is based on
a “comply or explain” principle. Accordingly, companies are required to disclose in their board report filed in the
Netherlands whether or not they are complying with the various rules of the DCGC that are addressed to the
Board of Directors and, if they do not apply those provisions, to give the reasons for such non-application.

On December 8, 2016, the monitoring committee for the DCGC published the revised DCGC, which entered
into force on January 1, 2017 and replaces the DCGC dated December 10, 2008. It is expected that the revised
DCGC will be enshrined in Dutch law by the Dutch legislator in the first half of 2017.

The DCGC contains both principles and best practice provisions for the board of directors, shareholders and
general meetings of shareholders, financial reporting, auditors, disclosure, compliance and enforcement
standards. The principles and best practice provisions apply to our Board of Directors, for example in relation to
its role and composition, conflicts of interest, independence requirements for Non-executive Directors, Board of
Directors’ committees and compensation; shareholders and the General Meeting, for example, regarding anti-
takeover protection and obligations of the Company to provide information to our shareholders; and financial
reporting, including external auditor and internal audit requirements.

We acknowledge the importance of good corporate governance. As the Company will apply the BSE
Corporate Governance Code, the Company will in general not comply with the DCGC. In particular the
Company does not comply with the following principles of the DCGC:

* Principle 2.1.5 of the DCGC: the Company will not have a diversity policy in relation to the Board of
Directors.

* Principles 2.1.7 and 2.1.8 of the DCGC: on the completion of the Offering, the Company shall have 5
Non-executive Directors, of which 3 do not meet the independence criteria contained in the DCGC.

* Principle 2.1.9 of the DCGC: the president of the Board of Directors (the “President”) does not meet the
independence criteria contained in the DCGC.

* Principles 2.2.2 of the DCGC: the President of the Board may be reappointed for an indefinite number of
terms.

* Principles 2.2.4, 2.2.5 and 2.3.2 of the DCGC: the Company will not have a nomination committee. The
tasks that the nomination committee would usually have are currently with the Class A Meeting. In
addition, the rotation schedule will not be applicable to the President.

* Principle 2.3.1 of the DCGC: no rules for the Non-executive Directors will be adopted. A conflict of
interest police has been adopted setting out the provisions in relation to conflicts of interest of the
Directors.

* Principle 2.3.4: More than half of the members of the remuneration committee do not comply with the
independent criteria contained in the DCGC.

 Principle 3.1.2.: If shares options are being awarded, share options can be exercised before three years
have lapsed after they have been awarded (minimum term required by the DCGC).

* Principle 3.3.1.: Non-executive Directors receive the same fixed base salary the Executive Directors
receive and such fixed base salary is not related to the time spent by the Non-executive Directors and the
specific responsibilities of their role as required by the DCGC.

* Principle 3.3.2.: Non-executive Directors who are directors in other group companies or employees of
other group companies may be awarded remuneration in the form of share options.

e Principle 3.4.2.: The main elements of the agreement of an Executive Director with the Company will not
be published on the company’s website.
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 Principle 4.3.3 of the DCGC: which requires that a resolution of the General Meeting to cancel the
binding nature of a nomination for the appointment of a Director or to remove such a Director, be passed
with an absolute majority of the votes cast, representing at least one-third of the issued share capital.
Instead, such resolution can be adopted by the General Meeting with the normal quorum and voting
majority requirements.

Management

The Board of Directors is collectively responsible for the Company’s general affairs. The Articles divide
duties of the Board of Directors among its members. The Executive Directors are responsible for the continuity
of the Company and its business, focusing on long-term value creation thereby taking into account the interests
of the Company’s stakeholders and should formulate a strategy in line with this. The Executive Directors shall be
entrusted with managing the day-to-day affairs of the Company and are responsible to achieve the Company’s
objectives, strategy and the accompanying risk profile, the performance trend and results and for the corporate
social responsibility issues relevant to the business of the Company and its subsidiaries. The Non-executive
Directors are, inter alia, responsible for the supervision of the management of the Executive Directors and of the
general affairs of the Company and the business connected with it and assisting the Executive Directors by
providing advice. In addition, both Executive Directors and Non-Executive Directors must perform such duties
as are specifically assigned to them by the Articles. Each Director has a duty to properly perform the duties
assigned to him or her and to act in the corporate interest of the Company. Under Dutch law, the corporate
interest extends to the interests of all corporate stakeholders, such as shareholders, creditors, employees, and
other stakeholders.

An Executive Director may not be allocated the tasks of: (i) serving as chairperson of the Board of
Directors; (ii) determining the remuneration of the Executive Directors; or (iii) nominating Directors for
appointment. An Executive Director may not participate in the adoption of resolutions (including any
deliberations in respect of such resolutions) relating to the remuneration of Executive Directors.

Tasks that have not been specifically allocated fall within the power of the Board of Directors as a whole.
All Directors remain collectively responsible for proper management as a whole regardless of the allocation of
tasks. At the closing of the Offer, the Board of Directors shall be comprised of seven members of which two
members shall be Executive Directors and five members shall be Non-executive Directors. Three Non-executive
Directors are non-independent within the meaning of the BSE Corporate Governance Code.

The Articles provide that Directors are appointed by the General Meeting upon a binding nomination by the
Class A Meeting. The General Meeting may at all times deprive such a nomination of its binding character,
following which the Class A Meeting shall draw up a new binding nomination. When making a nomination, the
Class A Meeting shall take into account that the Board of Directors shall be composed such that the requisite
expertise, background, competences and—as regards certain of the Non-executive Directors—independence are
present for them to carry out their duties.

The General Meeting will appoint a Director either as an Executive Director or as a Non-executive Director.
The Articles provide that the General Meeting shall from among the Non-executive Directors appoint a President
of the Board of Directors and appoint a vice-president of the Board of Directors (the “Vice-President”). In
addition, the Articles provide that the Board of Directors may grant titles to Executive Directors including, but
not limited to, CEO and CFO.

Operation of the Board of Directors
Meetings

The Non-executive Directors shall meet together with the Executive Directors, unless the Non-executive
Directors wish to meet without the Executive Directors being present. As a rule, the Board of Directors shall
meet at least once every quarter and other meetings of the Board of Directors may be called at any time by (i) the
President, (ii) the Vice-President or (iii) any three Directors, of which at least one Executive Director, acting
jointly. Except when the Non-executive Directors wish to meet without the Executive Directors being present, at
any meeting of the Board of Directors a quorum shall be present if all Directors have been invited and at least
four members are present or represented, which must include the President being present or represented. Absent
Directors shall be informed immediately of the resolutions adopted in their absence. Except in emergencies,
matters of the field of responsibility of an absent Director shall only be discussed and decided on after the absent
Director has been contacted. The Executive Directors and the Non-executive Directors respectively may
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separately adopt legally valid resolutions with regard to matters that fall within the scope of their respective
duties.

The Board of Directors may also adopt resolutions outside a meeting (whether physical, by videoconference
or by telephone), in writing or otherwise, provided that the proposal concerned is submitted to all relevant
Directors then in office (and in respect of whom no conflict of interest exists) and provided that none of them
objects to such decision-making process. Adoption of resolutions in writing shall be effected by written
statements from all relevant Directors then in office in respect of whom no conflict of interest exists.

All meetings will be organized and held in Romania, at the business premises of the Company. All
resolutions outside a meeting, in writing or otherwise, will be taken in Romania.

Voting

The Board of Directors may only adopt resolutions by the favorable vote of the majority of the votes of the
relevant Directors present or represented at the meeting of the Board of Directors. In a meeting of the Board of
Directors, each Director, other than the President, is entitled to cast one vote. The President is entitled to cast as
many votes as can be cast by all other Directors present or represented at that meeting in respect of whom no
conflict of interest (as set out below) exists.

Dutch law provides that a Director may not participate in any discussions and decision making if he or she
has a conflict of interest in the matter being discussed. The Articles provide that if for this reason no resolution
can be taken by the Board of Directors, the General Meeting will resolve on the matter.

Board committees

Prior to completion of the Offer, the Board of Directors shall establish two board committees: an audit
committee (the “Audit Committee) and a remuneration committee (the “Remuneration Committee’). The
board committees have a preparatory and/or advisory role to the Board of Directors. The Non-executive
Directors will draw up rules on each board committee’s role, responsibilities and functioning. The board
committees shall consist of Non-executive Directors only. They report their findings to the Board of Directors,
which pursuant to Dutch law shall remain fully responsible for all actions undertaken by such committees. The
Audit Committee will report to the Non-executive Directors separately on its deliberations and findings. The
President or a former Executive Director cannot chair the Audit Committee or the Remuneration Committee.

Audit Committee

The Audit Committee consists of three members, Marius Varzaru, Piotr Rymaszewski and Bogdan
Ciobotaru, who are Non-executive Directors. The Audit Committee reports directly to the Non-executive
Directors. The Audit Committee assists the Board of Directors with its oversight responsibilities regarding the
quality and integrity of our Financial Statements, our compliance with legal and regulatory requirements, the
auditors’ qualifications and independence, internal audits and other related matters.

Terms of reference of the Audit Committee

Set out below is a summary of the terms of reference of the Audit Committee.

The Audit Committee shall assist, supervise, review, advise and challenge the Board of Directors with
respect to, inter alia:

(a) the integrity and quality of the financial reporting of the Company and its subsidiaries;
(b) the operation of the internal risk-management and control systems;

(c) the provision of financial information by the Company (including the choice of accounting policies,
application and assessment of the effects of new rules, and the treatment of estimated items in the
Company’s annual accounts);

(d) compliance with recommendations and observations of the Company’s internal and external
auditors;

(e) the role and functioning of the Company’s internal auditors;

(f)  the Company’s tax policy;
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(g) the Company’s relationship with its external auditor, including the independence and remuneration
of the external auditor;

(h) the funding of the Companys;

(i)  the assessment of any situation that may generate a conflict of interest in transactions involving the
Company, its subsidiaries and their respective related parties; and

(j)  matters relating to information and communication technology.

The Audit Committee also advises the Board of Directors on its nomination to the General Meeting of
persons for appointment as the Company’s external auditor, and prepares meetings of the Board of Directors
where the Company’s Report of the Board of Directors, the Annual Financial Statements, and the Company’s
half-yearly figures and quarterly trading updates are to be discussed.

In addition, the Audit Committee shall undertake an annual assessment of the Company’s internal control
system, evaluating the effectiveness of this system, the adequacy of the reports relating to risk management and
internal control presented to the Audit Committee, as well as the management’s responsiveness and effectiveness
in dealing with identified internal control deficiencies or weaknesses.

The Audit Committee shall also evaluate the efficiency of the company’s risk management system, monitor
the application of statutory and generally accepted internal audit standards, as well as assess situations of
conflicts of interest in transactions entered into by the Company and/or any of its subsidiaries with related
parties.

The Audit Committee will meet as often as is required for its proper functioning, but at least five times a
year, such meetings to be held to coincide with key dates in the financial reporting and audit cycle. The Audit
Committee must meet at least twice a year with the Company’s external auditor.

Remuneration Committee

The Remuneration Committee is composed of three members, Zoltdn Tesari, Sambor Ryszka and Piotr
Rymaszewski, who are Non-executive Directors. The Remuneration Committee assists the Board of Directors
with the implementation and development of remuneration and benefits policies, including bonuses for the
Directors and employees.

The Remuneration Committee shall be responsible for preparing the decision-making of the Non-executive
Directors regarding the determination of remuneration. In addition, the Remuneration Committee shall further be
responsible for reporting to the Non-executive Directors on the implementation of the remuneration in each
financial year in light of corporate goals and objectives relevant to the remuneration.

Terms of reference of the Remuneration Committee
Set out below is a summary of the terms of reference of the Remuneration Committee.

The Remuneration Committee assists the Board of Directors in supervising with respect to, inter alia:

(a) drafting a proposal to the Non-executive Directors for the remuneration policy to be pursued, which
policy shall be adopted by the General Meeting;

(b) recommending to the Non-executive Directors and making a proposal for the remuneration of each
Director, within the limits of the remuneration policy. Such proposal shall, in any event, deal with:

(i)  the remuneration structure; and

(i) the amount of the fixed remuneration, the shares and/or options to be granted and/or other
variable remuneration components, the performance criteria used, the scenario analyses that
are carried out and the pay ratios within the Company and its affiliated enterprise.

When drafting the proposal for the remuneration of the Directors, the Remuneration
Committee shall take note of individual Directors’ views with regard to the amount and
structure of their own remuneration. The Remuneration Committee shall ask the Directors to
pay attention to the aspects as included in the remuneration policy.

(c) preparing the remuneration report;

(d) making it aware of and advising the Board of Directors on any major changes in employee benefit
structures throughout the Company or its subsidiaries; and
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(e) administering all aspects of any executive share scheme operated by or to be established by the
Company.

The Remuneration Committee will meet as often as is required for its proper functioning, but at least two
times a year.

PRINCIPAL SHAREHOLDER

The Company is controlled by Mr. Zoltdn Teszéri, our President. He holds a direct stake of 2,280,122
Class A Shares, representing approximately 3.6% of the voting rights in the Company and holds a direct stake of
491,000 Class B Shares, which are being sold as part of the Offer. In addition, Mr. Teszari holds a stake of
approximately 87.1% of the voting rights in RCS Management, which in turn holds a direct stake of 57,866,545
Class A Shares, representing approximately 91.2% of the voting rights in the Company. Mr. Teszari’s direct
holding represents approximately 3% of the ecnomic interest in the Company and RCS Management’s holding
represents approximately 62% of the economic interest in the Company.

The Company has implemented various corporate governance measures as described in “Part 13—
Additional Information—S5. Directors—35.5. Decision-making and approvals of the Board of Directors” and
“Part 13—Additional Information—35. Directors—35.6. Conflicts of interest”, to help avoid any potential conflicts
of interest involving the Principal Shareholder as President of the Company.

RELATIONSHIP AGREEMENT WITH PRINCIPAL SHAREHOLDER

Immediately after Admission, it is expected that the Principal Shareholder will hold approximately 3.6% of
the voting rights attached to the issued share capital of the Company.

Immediately after Admission, the Principal Shareholder is expected to beneficially hold, directly and
indirectly, 56.4% of the Company and exercise control over 100% of the outstanding Class A Shares (the
Company will hold 5,609,361 Class A Shares in its own capital). The Principal Shareholder owns 3.5% of the
Class A Shares directly and controls the rest of the Class A Shares through his 87.1% share ownership of RCS
Management.

On April 26, 2017, the Company, RCS Management and the Principal Shareholder entered into an
agreement which will, conditional upon Admission, regulate the ongoing relationship between them (the
“Relationship Agreement”). The principal purpose of the Relationship Agreement is to help ensure that the
Company and its subsidiaries are capable of carrying on their business independently of RCS Management and/
or the Principal Shareholder, that transactions and relationships with RCS Management and/or the Principal
Shareholder (including any transactions and relationships with any member of the Group) are at arm’s length and
on normal commercial terms, and that the goodwill, reputation and commercial interests of the Company are
maintained. The Relationship Agreement will continue for so long as (a) the Company is listed on the Regulated
Spot Market of the Bucharest Stock Exchange and (b) RCS Management and/or the Principal Shareholder
together with their associates are entitled to exercise or to control the exercise of 30% or more of the votes able
to be cast on all or substantially all matters at General Meetings of the Company.

The Directors believe that the terms of the Relationship Agreement will help enable the Group to carry on
its business independently of RCS Management and the Principal Shareholder and help ensure that all
transactions and relationships between the Company and/or the members of the Group (on the one hand) and
RCS Management and/or the Principal Shareholder and/or their associates (on the other) are, and will be, on
arm’s length terms and on a normal commercial basis.

CONFLICTS OF INTEREST

There are no potential conflicts of interest between any duties owed by the Directors or Senior Management
to the Company and their private interests or other duties.
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PART 9
SELECTED FINANCIAL AND OTHER INFORMATION

The tables below show summary consolidated financial information for the Group as at and for the years
ended December 31, 2014, 2015 and 2016. The financial information as at and for the years ended December 31,
2014, 2015 and 2016 has been extracted or derived from the Annual Financial Statements. The Financial
Statements are included in “Part [5—Historical Financial Information” of this Prospectus. The label
“unaudited” and the selected information presented below under the caption “Other operating data” indicate
financial information that was not taken from the audited consolidated financial statements mentioned above but
has been extracted or derived from the management accounts and/or accounting records. The information below
should be read in conjunction with the Annual Financial Statements and accompanying notes included in
“Part 15—Historical Financial Information” of this Prospectus and the discussion in sections entitled “Part 2—
Presentation of Financial and Other Information” and “Part 10—Operating and Financial Review.”

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended December 31,
2014 2015 2016
(€ millions)

Consolidated profit or loss

Revenue
Romania ....... ... 471.1 541.8 615.4
Hungary . ... . 119.1 1259 137.9
SPaAIN .. 54.8 73.8 84.7
Other .. 18.9M 11.4M 9.6
Eliminations of intersegment reVenue . . .. .. .........uenervrnenenan.. 2.2) 2.7 (4.8)
Total revenue . .. ........ ... ... .. 661.6 750.1 842.8
Gain/(loss) from sale of discontinued operations ...................... 9.6@ 20.94) 0.7)®
Total revenue, other income and gain/(loss) from sale of discontinued

OPErations . . ...... .. ... ...ttt 671.2 771.0 842.1
Operating expenses
Romania . ........... .ot (294.1) (362.2)®  (413.1)
Hungary . ... (72.3) (76.5) (86.5)
SPaAIN ..o (50.4) (62.8) (70.7)
Other ..o (16.2)© (13.0)© (13.9)D
Eliminations of intersegment €Xpenses . .. .. ........euveuereunenenan.. 2.2 2.7 4.8
Depreciation, amortization and impairment of tangible and intangible

Y] (192.1) (187.9) (176.4)®
Total operating expenses ......................uuiiniiienannen... (622.9) (699.7) (755.8)
Other EXPENSES . . . v vttt e e e (1.0)® (7.0)®
Operating profit . . . ....... .. ... ... .. .. .. 48.4 70.3 79.3
Finance incCome . .. ........ ... .. . 0.8 9.9 45.3
Finance eXpense . ... ... ...ttt (61.1) (70.8) (101.5)
Netfinance costs . ............. . i (60.3) (60.9) (56.2)
Profit/(Loss) before taxation .................................... (12.0) 9.5 23.1
Income tax (expense)/benefit ............ . ... i 5.1 5.4 (11.3)
Net profit/(IoSS) . ... e (6.8) 4.0 11.8

(1) Includes revenue from our operations in Italy and the Czech Republic.

(2) Represents gains from sale of operations in Slovakia.

(3) Represents gains/(losses) from sale of operations in Slovakia and the Czech Republic.

(4) Represents an additional provision for expenses regarding the sale transaction of the Czech subsidiary.

(5) As of December 31, 2016 we present unrealized mark-to-market results from fair value assessment of energy supply contracts on a
separate line: Other expenses. Comparative information as of December 31, 2015 was restated accordingly. Prior to the restatement, as
of December 31, 2015 the unrealized mark-to-market loss of € 1.0 million was included in Operating expenses.

(6) Includes operating expenses for our operations in Italy and the Czech Republic and certain minor operating expenses of the Company.
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(7)  Includes operating expenses for our operations in Italy and certain minor operating expenses of the Company.
(8)  Includes revaluation deficit in amount of €6.3 million from revaluation of land and buildings and CPE as at December 31, 2016.

(9) As of December 31, 2016 available for sales instruments were derecognised and the fair value gain was reclassified from equity to
Profit or loss statement, included in Finance income.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at December 31,
2014 2015 2016
(€ millions)

Consolidated financial position

Assets

Non-current assets

Property, plant and equipment . ............ ... .. 643.1 674.7 826.0
Intangible assetsS . ... ...ttt 199.7 205.1 206.8
Available for sale financial assets .. .......... 41.3 434 —
Investments in @SSOCIALES . . . ..o\ttt et e 2.5 1.0 1.0
Long termreceivables . ....... ... ... 6.7 59 39
Deferred tax aSsets .. ..ottt e 29 4.0 3.1
Total non-current assets . ................. ... .. 896.3 934.0 1,040.8
Current assets

INVENTOTIES . . . o oot e 22.8 13.2 18.6
Program assets . .. ... .. ... 16.8 29.5 30.3
Trade and other receivables . . . ... ... e 109.9 82.5 109.0
Income tax receivables . ... ... ... . 1.5 0.2 2.8
Other @SSEtS . . o vttt e 9.9 8.2 6.3
Derivative financial assets . . ... ...ttt e — 9.9 17.0
Cash and cash equivalents . .. ......... . .ttt 54.3 49.7 14.6
Total current assets . ... ... e 215.2 193.3 198.6
Total assets . ... ... ... 1,111.5 1,127.3 1,239.5
Equity and liabilities

Equity

Share capital .. .. ... ... 0.1 0.1 0.1
Share premium . .. ... . 8.2 8.2 8.2
Treasury shares .. ... ... ... (16.7) (16.7) (16.7)
ReSeIVeS .. e 453 31.6 9.1
Retained earnings ... ... ...ttt 68.3 717.5 40.5
Equity attributable to equity holders of the parent .. ...................... 105.1 100.7 41.2
Non-controlling interest . ... ...ttt e 2.2 2.2 1.4
Total equity ... ... 107.3 102.8 42.6
Non-current liabilities

Interest-bearing loans and borrowings, including bonds ...................... 652.7 624.9 665.5
Deferred tax 1Habilities . . .. .. ..ot 28.2 27.0 34.8
Other long term liabilities .. ...... ... . i 10.6 7.6 46.1
Total non-current liabilities . ............. .. ... . . ... . . .. .. . .. .. . ... 691.5 659.5 746.4
Current liabilities

Trade and other payables . . . ... ... .. 217.2 2711 374.0
Interest-bearing loans and borrowings . .............cooiii ... 45.7 63.1 44.0
Income tax payable .. ... ... .. ... 0.3 1.7 1.4
Derivative financial liabilities ... ........ ... .. . i 1.0 8.3 16.4
Deferred reVENUE . . . .. oo e 48.4 20.8 14.7
Total current liabilities ... ... ... ... .. ... . . . . . . . . . 312.6 365.1 450.4
Total liabilities . .. .......... . .. . . 1,004.2 1,024.5 1,196.9
Total equity and liabilities ........... ... ... .. .. .. .. ... .. .. ... ... ... 1,111.5 1,127.3 1,239.5
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended December 31,
2014 2015 2016
(€ millions)

Cash flow data

Cash flows from operations before working capital changes ......... 232.0 237.2 266.6
Cash flows from changes in working capital® .. ..................... 5.7 4.2 (11.3)
Cash flows from operations .................................... 226.3 241.5 255.3
Interest paid . ... ..ot (46.7) (44.2) (44.0)
Income tax paid . .. ...t 4.6) 5.1 (7.8)
Net cash flows from operating activities . ......................... 174.9 192.2 203.5
Net cash flows used in investing activities ........................ (204.4) (171.6) (216.0)
Net cash flows (used in)/from financing activities .................. 33.6 (25.7) (21.8)
Net increase (decrease) in cash and cash equivalents . ................. 4.1 5.1 (34.2)
Cash and cash equivalents at the beginning of the year ................ 50.2 54.3 49.7
Effect of exchange rate fluctuation on cash and cash equivalent held . . . .. (0.0) 0.5 (0.8)
Cash and cash equivalents at the closing of theyear .. .............. 54.3 49.7 14.6

(1)  Cash flows from changes in working capital includes the sum of the (Increase)/decrease in trade receivables and other assets, (Increase)/
decrease in inventories, Increase/(decrease) in trade payables and other current liabilities, Increase/(decrease) in deferred revenue.

OTHER OPERATING DATA
EBITDA, Adjusted EBITDA and Adjusted EBITDA Margin
For the year ended December 31,

2014 2015 2016
(€ millions, unless otherwise stated)

EBITDA data® .. ... . ...

Revenue® ... ... . . .. 661.6 750.1 842.8
Operating profit .. ...t 48.4 70.3 79.3
Depreciation, amortization and impairment . ...................... 192.1 187.9 176.43)
EBITDA .. 240.4 258.2 255.6
(Gain)/loss from sale of discontinued operations ................... 9.6)® (20.9)® 0.7
Other expense(©® . ... ... .. e — 1.0 7.0
Adjusted EBITDAD ... . .. 230.8 238.4 263.3
Adjusted EBITDA Margin (%)® ....... .. .. ... .. ... ....... 34.9% 31.8% 31.2%
Adjusted EBITDA of discontinued operations® ................... 3.9® 0.900) —
Adjusted EBITDA of continuing operationsD) .. .................. 226.9 237.5 263.3
Adjusted EBITDA Margin for continuing operations (%) ......... 35.0% 31.8% 31.2%

(1) EBITDA is consolidated operating profit or loss plus charges for depreciation, amortization and impairment of assets. Adjusted
EBITDA is EBITDA adjusted for the effect of non-recurring and one-off items, as well as mark-to-market results (unrealized) from fair
value assessment of energy supply contracts. EBITDA and Adjusted EBITDA under our definition may not be comparable to similar
measures presented by other companies and labeled “EBITDA.” We believe that EBITDA and Adjusted EBITDA are useful analytical
tools for presenting a normalized measure of cash flows that disregards temporary fluctuations in working capital, including due to
fluctuations in inventory levels and due to timing of payments received or payments made. Since operating profit and actual cash flows
for a given period can differ significantly from this normalized measure, we urge you to consider these figures for any period together
with our data for cash flows from operations and other cash flow data and our operating profit. You should not consider EBITDA or
Adjusted EBITDA a substitute for operating profit or cash flows from operating activities. See “Part 2—Presentation of Financial and
Other Information.”

(2)  Excludes intersegment revenue.

(3) Includes revaluation deficit in amount of €6.3 million from revaluation of land and buildings and CPE as at December 31, 2016.
(4) Represents gains from sale of operations in Slovakia.

(5) Represents gains from sale of operations in Slovakia and the Czech Republic.

(6) Represents mark-to-market loss from fair value assessment of energy supply contracts, which we exclude in our calculations of
Adjusted EBITDA starting from June 30, 2016. Comparative information for prior periods has been restated accordingly.
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(C)]
(10)
an

Adjusted EBITDA is EBITDA adjusted for the effect of non-recurring and one-off items, as well as mark-to-market results (unrealized)
from the fair value assessment of energy supply contracts. See “Part 2—Presentation of Financial and Other Information.”

Adjusted EBITDA Margin is the ratio of Adjusted EBITDA to our total revenue. See “Part 2—Presentation of Financial and Other
Information.”

Unaudited.
Represents Adjusted EBITDA from operations in the Czech Republic.
Represents Adjusted EBITDA from operations in Romania, Hungary, Spain and Italy.

Selected financial data and ratios

As at and for the year ended December, 31
2014 2015 2016
(€ millions, unless otherwise stated)

Selected financial data and ratios

Total debt™ . ... ... ... . . 710.1 703.9 772.0

Cash and cash equivalents .............. ... .. .. .. ... ..... 543 49.7 14.6

Totalmetdebt ........ ... ... ... ... ... .. .. .. ... 655.8 654.2 757.4

Leverage ratio@-G3) ... . 2.8x 2.7x 2.9x

Net interest eXpense™ . ... ...ttt 49.7 49.3 45.1

Interest coverage ratio®®) ... Lo 4.6x 4.8x 5.8x

(1)  Total debt is interest bearing loans and borrowings (non-current), interest bearing loans and borrowings (current), derivative financial
liabilities and other long term liabilities.

(2)  Represents the ratio between total net debt and Adjusted EBITDA over a given period.

(3)  Unaudited.

(4) Represents interest expense as extracted from our consolidated statement of cash flows, less interest from banks related to cash and cash
equivalents held.

(5) Represents the ratio between Adjusted EBITDA and net interest expense over a given period.
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Revenue by business line and geographic segment

For the year ended December 31, % change year on year
2014 2015M 2016 2014 v2015 2015 v 2016
(€ millions, unless otherwise stated)

Revenue by business line (excluding
intersegment revenue)

Romania
Cable TV ... ... 155.5 166.8 175.7 7.3% 5.3%
Fixed internet and data ............... 147.5 155.9 163.6 5.7% 4.9%
Mobile telecommunication

services:G) Lo 40.4 84.2 122.0 108.4% 44.9%
Fixed-line telephony® .. .............. 29.8 25.8 25.1 (13.9)% 2.7)%
DTH ....... ... .. 433 40.2 38.7 (7.2)% 3.7)%
Otherrevenue® .. ................... 53.3 67.2 87.6 26.1% 30.4%
Hungary
Cable TV . ... . 34.5 36.6 41.0 6.1% 12.0%
Fixed internet and data ............... 30.4 334 38.0 9.9% 13.8%
Mobile telecommunication

services®G) oL 1.6 1.4 1.2 (12.5)% (14.3)%
Fixed-line telephony® .. .............. 8.3 6.9 6.8 (16.9% (1.4)%
DTH ........ ... .. 30.8 30.5 314 (1.0)% 3.0%
Otherrevenue® .. ................... 13.5 17.1 19.5 26.7% 14.0%
Spain
Mobile telecommunication services® . . . . 534 72.2 82.7 35.2% 14.5%
Otherrevenue® . .................... 0.6 0.4 0.3 (33.3)% (25.0)%
Other®
Mobile telecommunication services® . . . . 4.9 7.4 9.0 51.0% 21.6%
Otherrevenue® ..................... 0.2 0.2 0.2 — 0.0%
Discontinued operations
DTH ....... ... .. 13.7M 3.8M — (72.3)% —
Otherrevenue ...................... 0.1 — — — —
Total revenues ..................... 661.6 750.1 842.8 13.4% 12.4%

Total other income (including gains/
(losses) from sale of discontinued
OPerations) ... ..vvvvnene e 9.6 20.9 0.7) 117.7% (103.3)%

Total revenue and other income . ... .. 671.2 771.0 842.1 14.9 % 9.2%

For the year ended December 31,
2014 2015 2016
(€ millions)

Revenue by geographic segment
(excluding intersegment revenue)
Continuing operations

Romania ....... ... 469.7 540.1 612.7
Hungary ... ..o 119.1 125.9 137.9
SPaAIN .o 54.0 72.7 83.0
Other(® . .o 5.1 7.5 9.2
Total revenue from continuing operations ...................... 647.8 746.3 842.8
Discontinued operations . ............c....uiiniii. 13.8M 3.8M —
Total . ... ... . 661.6 750.1 842.8

(1) As at June 30, 2016, we reallocated certain service revenue between business lines in order to properly reflect their nature. Comparative
information for the year ended December 31, 2015 has been restated accordingly for presentation herein. See “Part 2—Presentation of
Financial and Other Information.”
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As at June 30, 2016, we aggregated certain revenue to report it as part of our mobile telecommunication services business line. For the
years ended December 31, 2014 and 2015, that revenue includes mobile internet and data revenue reported under the caption “Internet
and Data Revenue” and mobile telephony revenue reported under caption “Telephony Revenue” in Note 16 of the Annual Financial
Statements for the years ended December 31, 2015 and 2014. The remaining revenue that is reported under those captions in the Annual
Financial Statements is presented in this Prospectus as fixed internet and data and fixed telephony revenue. Comparative information
for prior periods has been restated accordingly for presentation herein. See “Part 2—Presentation of Financial and Other Information.”

(3)  Unaudited.
(4) Includes sales of CPE (primarily mobile handsets and satellite signal receivers and decoders), services of filming sports events,
advertising revenue from own TV and radio channels and sundry penalties invoiced to subscribers.
(5) Includes mobile internet and data revenue.
(6) Includes revenue from operations in Italy.
(7)  Includes revenue from operations in the Czech Republic.
Other operating data
As at December 31,
20140 2015 2016
(unaudited)
(thousands)
Other operating data
RGUs® per business line
Cable TV ..o 3,010 3,170 3,338
Fixedinternet and data ............. ... . i 2,181 2,358 2,543
Mobile telecommunication services®-® .. 2,659 3,342 3,922
Fixed-line telephony . ......... . .. .. i 1,771 1,741 1,692
DT H . o 1,189 992 948
Total ... ... 10,810 11,603 12,443

For the year ended December 31,

2014 2015 2016
(unaudited)
(€/period)

ARPU® per business line

Cable TV ..o 5.39 5.50 5.56

Fixed internet and data

Residential . .. ... o 5.60 5.56 5.51

BUSINeSS . ..o 42.99 39.13 35.76

Mobile telecommunication services®-®-0) oo oo o o oo 3.66 4.62 4.93

Fixed-line telephony(©®

Residential . ... ... . .. 1.57 1.40 1.37

BUSINeSS . ..o 4.55 3.62 3.72

DT H . o 5.86 5.86 5.99

(1)  Asat December 31, 2014, we had approximately 134,000 RGUs in the Czech Republic.

(2) RGUs, or revenue generating units, represent the number of customer accounts at period end. A single customer can account for several
RGUs. See “Part 2—Presentation of Financial and Other Information.”

(3) As at June 30, 2016, we aggregated RGUs from our previously reported mobile telephony and mobile internet and data business lines
and currently report them as part of our mobile telecommunication services business line. Comparative RGU information for prior
periods has been restated accordingly. See “Part 2—Presentation of Financial and Other Information.”

(4)  As at December 31, 2015, we revised our definition of mobile telephony RGUs in Italy to capture only SIM cards with active traffic in
the last month of the relevant period. The revision was made to ensure consistency with our accounting for mobile telecommunication
services business line RGUs in Spain. Comparative RGU information as at December 31, 2014 has been restated accordingly. See
“Part 2—Presentation of Financial and Other Information.”

(5) ARPU is average revenue per RGU in each business line or geographic segment for a period. We calculate it by dividing the total
revenue of such business line or geographic segment for such period, (a) if such period is a calendar month, by the total number of
relevant RGUs invoiced for services in that calendar month; or (b) if such period is longer than a calendar month, by (i) the average
number of relevant RGUs invoiced for services in that period and (ii) the number of calendar months in that period. See “Part 2—
Presentation of Financial and Other Information.”

(6)  AsatJune 30, 2016, we reallocated certain service revenue between business lines in order to properly reflect their nature. Comparative

ARPU information for the year ended December 31, 2015 has been restated accordingly. See “Part 2—Presentation of Financial and
Other Information.”
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RGUs/ARPU
Group

RGUSD
ARPU®

Continuing operations
Romania
Cable TV

Fixed internet and data

RGUs

Residential . .......... ... ... ... ... ... .. ...
Business . ....... ...

ARPU

Residential . .......... ... ... ... ... ... .. ...
Business . ....... ...

Mobile telecommunication servicesM-(2)

ARPU ...

Fixed-line telephony®
RGUs

Residential . ......... .. ... ... ... ... ... ... ...
Business . ....... ...

ARPU

Residential . ......... .. ... ... ... ... ... ... ...
Business . ....... ...

Hungary
Cable TV

ARPU ...

RGUs ...

Spain

ARPU ...

Other®
Mobile telecommunication services™-(4)-©)

As at and for the year ended December 31,
2014 2015 2016

(unaudited)
(RGUs: thousands; ARPU: €/period)

10,810 11,603 12,443
4.78 4.98 5.10
2,599 2,733 2,865
5.12 5.22 5.25
1,745 1,873 2,000
89 103 115
5.21 5.13 5.04
42.99 39.13 35.76
2,116 2,698 3,213
1.86 2.96 3.44
1,346 1,287 1,210
124 127 129
1.41 1.29 1.30
4.55 3.62 3.72
725 674 641
4.71 4.84 4.90
411 437 473
7.11 7.23 7.45
347 382 428
7.55 7.67 7.77
19 16 14
6.54 6.62 6.83
301 327 353
2.36 1.85 1.67
330 318 307
7.60 7.75 8.22
476 569 609
10.88 11.20 11.58
48 59 86
9.88 11.27 10.88



As at and for the year ended December 31,
2014 2015 2016

(unaudited)
(RGUs: thousands; ARPU: €/period)

Discontinued operations

Czech Republic

DTH

RGUs ..o 134 — —
ARPU 7.88 7.88 —
(1)  As at June 30, 2016, we aggregated RGUs from our previously reported mobile telephony and mobile internet and data business lines

(@)

3)
“
(O]
(6)

and currently report them as part of our mobile telecommunication services business line. Comparative RGU and ARPU information for
prior periods has been restated accordingly. See “Part 2—Presentation of Financial and Other Information.”

As at June 30, 2016, we reallocated certain service revenue between business lines in order to properly reflect their nature. Comparative
ARPU information for the year ended December 31, 2015 has been restated accordingly. See “Part 2—Presentation of Financial and
Other Information.”

Includes mobile internet and data services offered as a reseller through the Telenor network under our “Digi” brand.
As an MVNO.
Includes Italy.

As at December 31, 2015, we revised our definition of mobile telephony RGUs in Italy to capture only SIM cards with active traffic in
the last month of the relevant period. The revision was made to ensure consistency with our accounting for mobile telecommunication
services business line RGUs and ARPU in Spain. Comparative RGU and ARPU information as at December 31, 2014 has been restated
accordingly. See “Part 2—Presentation of Financial and Other Information—Operating and Market Data.”
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PART 10
OPERATING AND FINANCIAL REVIEW

The following discussion and analysis of the financial condition and results of operations of the Group
should be read in conjunction with the information in the sections captioned “Presentation of Financial and
Other Information” and “Selected Financial and Other Information” of this Prospectus. The following
discussion should also be read in conjunction with the Annual Financial Statements, in each case with the
related notes, prepared in accordance with IFRS and included in “Part 15—Historical Financial Information”
of this Prospectus.

The following discussion includes forward-looking statements based on assumptions about our future
business. Our actual results could differ materially from those contained in these forward-looking statements as
a result of many factors, including but not limited to those described in sections captioned “Forward-Looking
Statements” and “Risk Factors” of this Prospectus.

OVERVIEW

We are a leading provider of telecommunication services in Romania and Hungary based on number of
RGUs. Our offerings in both countries include cable and DTH television services, fixed internet and data and
fixed-line telephony. Our fixed telecommunication services are offered through our technologically advanced
fiber optic network, covering approximately 62% and 24% of households in Romania and Hungary, respectively,
and both countries are entirely within the footprint of our DTH signal. Our cable and DTH television subscribers
enjoy access to custom-made channels and simulcast services, which carry premium movies and sports content,
as well as various third-party products. We also operate the fastest growing, in terms of RGUs, and one of the
most technologically advanced mobile networks in Romania, which shares the backbone of our fixed fiber optic
infrastructure. In addition, we provide mobile telecommunication services as an MVNO to the large Romanian
communities in Spain and Italy.

Although in the past we had operations in other Eastern European countries, all such operations were
disposed of in 2013 and 2015 and, apart from our targeted MVNO operations in Spain and Italy, we currently
focus exclusively on our core markets. As a result, the combination of our fixed network, satellite and mobile
capabilities in Romania and Hungary and our deep local expertise makes us a European leader in geographically
focused telecommunication solutions.

For the years ended December 31, 2014, 2015 and 2016 we had total revenue (excluding intersegment
revenue, other income and gain from sale of discontinued operations) of €661.6 million, €750.1 million and
€842.8 million, respectively; Adjusted EBITDA of €230.8 million, €238.4 million and €263.3 million,
respectively; and net loss of €6.8 million, net profit of €4.0 million and net profit of €11.8 million, respectively.

RECENT DEVELOPMENTS

In February 2017 and April 2017, the company changed its name from Cable Communications N.V. to Digi
Communications N.V. as well as carried out various shareholding restructuring transactions, which we set out in
“Part 13—Additional Information—Shareholding Restructuring.”

On January 30, 2017, the Company converted dividends payable to two minority shareholders into short-
term loans in the amount of €8.1 million, maturing on June 30, 2017 with interest expense of 5% p.a. (secured on
a pari passu basis with the 2016 Notes, the Senior Facilities Agreement, the ING Facilities Agreement, the Citi
Facilities Agreement and the BRD Letters of Guarantee Facility (as defined below), pursuant to, the same terms
as the Intercreditor Agreement). See “—Financial Obligations—Short-term loans from converted dividend
payables” and “Part 13—Additional information—25. Related Party Transactions.”

Due to unusual volatility in the price of electricity in Romania during December 2016 through February
2017, the cost of electricity we acquire from third parties increased in the fourth quarter of 2016 and the first
quarter of 2017 relative to the corresponding payments we receive from our electricity supply activities. As the
payments we receive from our customers are based on a fixed amount, the increases in the price at which we
purchased electricity had a negative effect on our EBITDA, resulting in a loss of €2.3 million in the fourth
quarter of 2016. We currently estimate an EBITDA loss of approximately €7 million from our electricity supply
activities during the first quarter of 2017. For 2016 we had gross revenue and associated costs of €76.1 million
and €80.2 million, respectively, associated with our energy supply business; however, as required by IFRS in our
case, the net results from our energy supply business is presented in our operating expenses. Though the cost of
electricity has normalized, we are taking measures to help offset any volatility in the future, including decreasing
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the volume of electricity supplied to our business customers by roughly half, which are generally more variable
and less predictable than the electricity requirements of our residential customers. The amount of electricity
required by any customer per month will always vary, so we have also entered into forward contracts concluded
on the centralised trading platforms with large, local electricity producers in an effort to more closely match
electricity costs with payments from customers going forward, and aim to have the majority of our electricity
acquired in this way. We expect to decrease materially the amount of electricity we supply, especially to larger
business customers, when compared with 2016 levels by the second quarter of 2017 and management is targeting
an ultimate reduction in supply to about 50,000 megawatt hours per month by the second half of 2017. See
“Part 1—Risk Factors—The results of our energy supply business are dependent on the price at which we are
able to acquire electricity from third parties. Volatility in the cost of electricity may negatively impact our
financial condition and results of operations.”

In connection with the Offer, we became a tax resident in Romania, which is not expected to affect
materially our corporate income tax. Due to misalignment of Romanian and EU legislation, the Notes may be
subject to Romanian withholding taxes on interest (approximately €3.3 million per year which will be treated as
interest expense). We believe that the imposition of any such withholding tax is incorrect. However, we intend,
as a prudential matter, to pay such withholding taxes. We intend to claim back any amounts paid and are also
prepared to litigate in pursuit of such reclaim. Any such litigation is likely to be relatively lengthy and complex.

Additionally in April 2017, we drew RON15.0 million (€3.3 million equivalent as at December 31, 2016) as
well as RON30.0 million (€6.6 million equivalent as at December 31, 2016) from SFA Facility B (defined
below) for general corporate and working capital purposes of the Group.

BASIS OF FINANCIAL PRESENTATION

The Group prepared its Annual Financial Statements for the years ended December 31, 2014, 2015 and 2016
in accordance with IFRS as adopted by the EU. For the periods discussed in this Prospectus, the Group’s
presentation currency was the euro. The Group’s financial year ends on December 31 of each calendar year.

Functional Currencies and Presentation Currency

Each Group entity prepares individual financial statements in its functional currency, which is the currency
of the primary economic environment in which such entity operates. As our operations in Romania and Hungary
generated approximately 72.7% and 16.4%, respectively, of our consolidated revenue for the year ended
December 31, 2016, our principal functional currencies are the Romanian leu and the Hungarian forint.

The Group presents its consolidated Financial Statements in euros. The Group uses the euro as the
presentation currency of its consolidated Financial Statements because management analysis and reporting is
prepared in euros, as the euro is used as a reference currency in the telecommunication industry in the European
Union.

Presentation of Revenue and Operating Expenses

Our Board of Directors evaluates business and market opportunities and considers our results primarily on a
country-by-country basis. We currently generate revenue and incur operating expenses in Romania, Hungary,
Spain and Italy, and in the Netherlands we incur certain minor operating expenses of the Company. However, in
the periods under review revenue was also generated, and operating expenses were also incurred, by our
subsidiary in the Czech Republic, which was disposed of in 2015. Therefore we break down our total revenue
and our total operating expenses for the relevant periods into revenue and operating expenses from continuing
operations and revenue and operating expenses from discontinued operations. Revenue and operating expenses
from continuing operations are further broken down into the following geographic segments: Romania, Hungary,
Spain and Other.
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The revenue for each of our geographic segments (excluding intersegment revenue, other income and gain
from sale of discontinued operations) for the years ended December 31, 2014, 2015 and 2016 was as follows:

For the year ended December 31,
2014 2015 2016
(€ millions)

Continuing operations

Romania ....... ... 469.7 540.1 612.7
Hungary . ... 119.1 125.9 137.9
SPaIN L. 54.0 72.7 83.0
Other(D) 5.1 7.5 9.2
Total revenue from continuing operations ........................ 647.8 746.3 842.8
Discontinued operations . .......................0.iiiiiiiaiiain. 13.8@ 3.8@ —
Total revenue . . ... ... .. .. 661.6 750.1 842.8

(1)  Includes revenue from operations in Italy.
(2)  Includes revenue from operations in the Czech Republic.
The operating expenses for each of our geographic segments (excluding intersegment operating expenses,

but including depreciation, amortization and impairment) for the years ended December 31, 2014, 2015 and 2016
were as follows:

For the year ended December 31,
2014 2015 2016
(€ millions)

Continuing operations

Romania® . ... . 292.5 361.1@ 411.3
Hungary(D . 72.3 76.5 86.5
Spaint) 49.2 61.8 68.8
Othert ) 6.9 94 12.9
Depreciation, amortization and impairment of tangible and intangible

ASSELS & vttt e e e e 191.5 187.8 176.4
Total operating expenses of continuing operations ................. 612.4 696.6 755.8
Discontinued operations
Operating expenses!) ... ... ... 9.9 3.0 —
Depreciation, amortization and impairment of tangible and intangible

aSSetS(D) 0.6 0.1 —
Total operating expenses of discontinued operations ............... 10.5@ 3.1® —
Total operating expenses . .................c.oiiiiiureiennnnan.. 622.9 699.7 755.8

(1)  Unaudited.

(2)  As of December 31, 2016 we present unrealized mark-to-market results from fair value assessment of energy supply contracts on a
separate line: Other expenses. Comparative information as of December 31, 2015 was restated accordingly. Prior to the restatement, as
of December 31, 2015 the unrealized mark-to-market loss of €1.0 million was included in Operating expenses.

(3) Includes operating expenses of operations in Italy and certain minor operating expenses of the Company.

(4) Includes operating expenses of operations in the Czech Republic.

In line with our management’s consideration of the Group’s revenue generation we further break down
revenue generated by each of our four geographic segments in accordance with our five principal business lines:
(1) cable TV; (2) fixed internet and data; (3) mobile telecommunication services; (4) fixed-line telephony; and
(5) DTH.

REVENUE AND EXPENSES STRUCTURE OF OUR PRINCIPAL LINES OF BUSINESS

In general, for each of our five principal lines of business, we earn revenue from flat-rate subscription fees
received from our customers and incur expenses that include licensing, programming and content fees, customer
service, as well as network operation and maintenance. However, the structure of our revenue and expenses
differs in each of our principal lines of business. See “Part 6—Business Description—Areas of operation.”
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Cable TV

The revenue we receive for cable TV services in Romania and Hungary consists principally of flat-rate
monthly subscription fees. The level of subscription fees depends on the programming package chosen by the
particular customer.

The expenses we record for cable TV services consist principally of fees that we pay to providers of
programming, license fees that we pay for content on our own television channels, and personnel expenses
(consisting in large part of the salaries we pay to personnel that operate and maintain our network, personnel
used to operate our own channels and our sales personnel). We also incur expenses for copyright payments to the
national bodies representing collective artists’ rights under relevant local laws, rights of way for our cables
(which we record as “network rents”), maintenance and repair of our network, transportation and fuel expenses
of our cable TV staff, collection and other miscellaneous expenses. We capitalize the expenses related to
installing and upgrading our fixed fiber optic network (except for maintenance and repairs). We capitalize the
expenses related to acquiring third-party programming for our own channels and amortize those assets over the
period they relate to on a straight line basis. Such third-party programming expenses are accounted for as a
capital expenditure because the underlying rights are generally either exclusive or shared with one other party
and we acquire them to attract and retain customers. We expense the cost of acquiring third-party channels and
other content not used in the production of our own channels. Third-party programming costs that are accounted
for as operating expenses generally vary directly with our number of RGUs, as a significant part of our
programming agreements for third-party channels link programming fees paid to content owners to the number
of our subscribers in the relevant territory.

Fixed internet and data

The revenue we receive for fixed internet and data services consists principally of flat-rate monthly
subscription fees. We service both residential and business customers. The market for business customers is more
competitive, and, as a result, ARPU for our business customers can vary significantly over time.

The expenses recorded for fixed internet and data services consist principally of personnel expenses and
related expenses of our service and maintenance staff, as well as interconnection and transmission fees. We also
incur expenses for maintenance and repair of the network and rights of way for the network, energy expenses
related to the operation of the network and collection expenses. Our treatment of expenses related to installing
and upgrading our fixed fiber optic network is the same across all business lines offering services via such
network. See “—Cable TV.”

Mobile telecommunication services

The revenue that we receive for mobile telephony services in Romania consists of flat-rate monthly
subscription fees, per-minute telephone charges and, to a lesser extent, interconnection fees that we receive from
other service providers whose customers call our customers, as well as charges for text and video messages to, or
from, third party numbers. We do not charge for calls or messages to, or from, other customers within our own
fixed-line and mobile telephony networks in Romania.

The revenue that we receive for mobile internet and data services in Romania consists principally of flat-rate
monthly subscription fees, whilst in Spain and Italy mobile internet and data is included in pre-paid packages.
We also sell mobile internet and data services which utilize the Telenor network under our “Digi” brand in
Hungary.

The expenses incurred in connection with our mobile telecommunication services consist principally of
interconnection fees paid to other network operators whose customers are called by our customers. Mobile
telephony interconnection fees charged by operators during the periods under review by geographic segment are
shown in the below table:

Mobile telephony interconnection fees For the year ended December 31,
2014 2015 2016
(eurocents/minute)
Romania ....... ... . 3.07 - 0.96M 0.96 0.96
SPaIN .« 1.09 1.09 1.09
Ttaly .o 0.98 0.98 0.98

(1)  Reflects a one-off decrease due to regulatory changes.
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Our expenses also include rental of sites necessary for the operation of our mobile network in Romania,
energy consumed by the network, personnel expenses and related expenses of our maintenance and customer
service staff, radio spectrum fees payable to communications authorities in Romania and Hungary (where we
have acquired licenses that authorize us to develop a mobile network), service carry fees that we pay to TME in
Spain and, in Italy, to TIM and that we previously paid to H3G S.p.a. (“H3G”).

We also generate revenue and incur expenses in relation to sales of third-party manufactured handsets and
accessories. These are primarily sold directly to our customers and, to a lesser extent, via third-party distributors.
The sales are generally conducted at a low margin, or no margin at all, as part of new customer acquisition or as
an incentive for existing customers to renew our upgrade their subscriptions. In addition, we offer financing
options to customers allowing them to pay off the acquisition price over a period of up to 12 months. See
“—Liquidity and Capital Resources—Historical cash flows.”

Fixed-line telephony

The revenue we receive for fixed-line telephony services consists principally of flat-rate monthly
subscription fees and per-minute telephone charges. We also derive revenue from interconnection fees that we
receive from other service providers whose customers call our customers. We do not charge for calls to other
telephone numbers within our fixed-line and mobile telephony networks in the same country.

The expenses incurred in relation to fixed-line telephony services consist principally of interconnection fees
paid to other service providers whose customers are called by our customers. We also incur personnel expenses
related to sales, installation and customer support services. Our treatment of expenses related to installing and
upgrading our fixed fiber optic network is the same across all business lines offering services via such network.
See “—Cable TV.”

DTH

The revenue we receive from our DTH services consists principally of flat-rate monthly subscription fees
from customers and, to a lesser extent, activation and other fees. The level of subscription fees depends on the
programming package chosen by the particular customer.

The expenses incurred in connection with our DTH services consist principally of the cost of the
programming content offered to our subscribers, rental expenses relating to transmission capacity on the Intelsat
and Telenor satellites, license fees paid to the holders of transmission/retransmission rights for sporting events
that are broadcasted on our sports channels and the expense of operating customer care call centers. Our
treatment of expenses related to third-party programming is the same as in our cable TV business line. See
“—Cable TV.” The cost of equipment that we provide to subscribers is capitalized as CPE together with the cost
of installation services provided by third parties.

Other operations

In addition to our principal business lines we operate four local radio stations in Romania, which we
acquired in 2015 to boost our advertising capabilities and consumer recognition. We have also invested in certain
solar energy generating facilities to meet our electricity needs and operate an electricity supply business by which
we acquire electricity and sell to our customers on the Romanian wholesale trading platforms. These operations
are relatively small and are not reported as separate business lines.

TRENDS AND OTHER KEY FACTORS IMPACTING OUR RESULTS OF OPERATIONS

The following are the key factors that have significantly affected our results of operations and financial
condition during the periods under review, or which we expect will significantly affect our operations in the
future.

General economic environment in our key markets

Given the economic history of the regions of Eastern and Southern Europe that we serve, our enhanced
television, data and telephony services are generally viewed as desirable but not indispensable in times of
economic difficulty. By contrast, we believe that basic television, internet and telephony services are perceived
as necessities rather than discretionary items.

Some of the markets in which we operate were materially and adversely impacted by the most recent global
economic crisis and sovereign debt crisis in Europe. However, after a few years of recovery, the core markets in
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which we operate have shown significant economic growth. In particular, Romania, which accounted for 72.7%
of our consolidated revenue for the year ended December 31, 2016 had one of the highest real GDP growth rates,
according to Eurostat.

The following table shows the GDP growth, or contraction, in each of our current markets for the period
between December 31, 2012 and December 31, 2016 in comparison with the EU:

Real GDP growth/(contraction) 2012 2013 2014 2015 2016
(%)

EU 0.5) 0.2 1.5 22 1.9

Romania . ..... .. . 06 35 30 38 48

Hungary . ... (1.6) 2.1 4.0 3.1 2.0

SPaAIN Lo 29 a7 14 32 32

Ttaly ..o 2.8) (1.7) 0.1 0.7 09

Source: Eurostat.

The effect of the most recent global economic downturn on our business was primarily related to the impact
of the depreciation of our main functional currencies in relation to the euro, our presentation currency. However,
in the periods under review the exchange rates of the euro to both the Romanian leu and the Hungarian forint
have been largely stable. Although these currencies have declined more significantly relative to the U.S. dollar,
our exposure to the U.S. dollar is limited. See “—Exchange Rates” and “—Quantitative and Qualitative
Disclosures About Market Risks—Currency Risk.”

Another negative effect of the most recent global downturn was a number of distress taxes and other
governmental measures aimed at curtailing the economic turmoil and compensating for the decrease in revenue
to state budgets in the jurisdictions where we operate. In Romania, a series of special taxes were introduced in
2014, of which only the tax on special construction assets (including telecommunication networks) was in effect
in 2016 at the rate of 1% of gross book value of relevant assets. Although this tax was discontinued in January
2017, it has led to an increase in our expenses totalling 0.6% of our revenue in Romania for the year ended
December 31, 2016 (2014: 0.9%; 2015: 0.6%) and has negatively affected our consolidated cash flows. In
Hungary, special infrastructure, financial transactions, and certain other taxes applicable to us were introduced in
2012, and amounted to approximately 3% of our revenue in 2014 and 2015, and approximately 2% of our
revenue in 2016 from Hungarian operations. Despite increased expenses, we did not adjust the prices that
customers pay for our services in any jurisdiction that we service to specifically reflect those developments.
While in the future governments may change their tax arrangements at their discretion, we expect our current
taxes to continue at the same rate in the near term, save for the discontinuation of the special construction tax in
Romania discussed above and a decrease of the VAT chargeable in Romania from 20% to 19% and in Hungary,
for internet services only, from 27% to 18%, which became effective from January 1, 2017.

Rapid development of our mobile business line and impact on our Adjusted EBITDA and Adjusted
EBITDA Margin

EBITDA is a widely recognized benchmark for measuring profitability and cashflows in the
telecommunication industry. Therefore, our Board of Directors closely monitors the Group’s EBITDA, Adjusted
EBITDA and Adjusted EBITDA Margin as key measures of its financial performance.

We calculate EBITDA by adding back to our consolidated operating profit or loss charges for depreciation,
amortization and impairment of assets. Our Adjusted EBITDA is EBITDA adjusted for the effect of
non-recurring and one-off items, as well as mark-to-market results (unrealized) from the fair value assessment of
energy supply contracts. Finally, our Adjusted EBITDA Margin is the ratio of Adjusted EBITDA to our total
revenue.

None of these are measures of financial performance under IFRS; they are solely derived from our
management’s accounts and estimates and as such may not be comparable to similarly titled measures used by
other companies. Therefore you should not consider our reported EBITDA, Adjusted EBITDA or Adjusted
EBITDA Margin as substitutes for operating profit or cash flows from operating activities reported in the
Financial Statements.
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Our EBITDA, Adjusted EBITDA and Adjusted EBITDA Margin for the years ended December 31, 2014,
2015 and 2016:

For the year ended December 31,

2014 2015 2016

(€ millions, unless otherwise stated)
Revenue® . . .. ... .. . ... .. . . 661.6 750.1 842.8
Operating profit . ........... . 48.4 70.3 79.3
Depreciation, amortization and impairment . ................ 192.1 187.9 176.4
EBITDA® 240.4 258.2 255.6
(Gain)/loss from sale of discontinued operations . ............ (9.6)® (20.9)® 0.7
Other expense® . ... ... .. .. — 1.0 7.0
Adjusted EBITDA . ...... ... .. ... ... .. .. .. .. ... 230.8 238.4 263.3
Adjusted EBITDA Margin (%) .................ccoo... 34.9% 31.8% 31.2%
Adjusted EBITDA of discontinued operations™ ............. 3.9® 0.9® —
Adjusted EBITDA of continuing operations ................ 226.9 237.5 263.3
Adjusted EBITDA Margin for continuing operations (%) .. 35.0% 31.8% 31.2%

(1)  Excludes intersegment revenue.
(2)  Includes revaluation deficit in amount of €6.3 million from revaluation of land and buildings and CPE as at December 31, 2016.

(3) EBITDA is consolidated operating profit or loss plus charges for depreciation, amortization and impairment of assets. Adjusted
EBITDA is EBITDA adjusted for the effect of non-recurring and one-off items, as well as mark-to-market results (unrealized) from fair
value assessment of energy supply contracts. EBITDA and Adjusted EBITDA under our definition may not be comparable to similar
measures presented by other companies and labeled “EBITDA.” We believe that EBITDA and Adjusted EBITDA are useful analytical
tools for presenting a normalized measure of cash flows that disregards temporary fluctuations in working capital, including due to
fluctuations in inventory levels and due to timing of payments received or payments made. Since operating profit and actual cash flows
for a given period can differ significantly from this normalized measure, we urge you to consider these figures for any period together
with our data for cash flows from operations and other cash flow data and our operating profit. You should not consider EBITDA or
Adjusted EBITDA a substitute for operating profit or cash flows from operating activities. See “Part 2—Presentation of Financial and
Other Information—Operating and Market Data.”

(4) Represents gains from sale of operations in Slovakia.
(5) Represents gains from sale of operations in Slovakia and the Czech Republic.

(6) Represents mark-to-market loss from fair value assessment of energy supply contracts, which we exclude from our calculations of
Adjusted EBITDA starting from June 30, 2016. Comparative information for prior periods has been restated accordingly.

(7)  Unaudited.
(8)  Represents Adjusted EBITDA from operations in the Czech Republic.
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The following table shows our Adjusted EBITDA and Adjusted EBITDA Margin by geographic segment
for the years ended December 31, 2014, 2015 and 2016:

For the year ended December 31,
2014 2015 2016
(€ millions, unless otherwise stated)

Adjusted EBITDA

Continuing operations

Romania ......... .. 177.9M 179.6@ 202.3
Hungary ... . ... 46.7 49.4 51.3
Spainand Other® .. ... ... ... ... ... . . 23 8.5 9.7
Adjusted EBITDA of continuing operations ................ 226.9 237.5 263.3
Discontinued operations

Adjusted EBITDA of discontinued operations® . ............. 3.9 0.9® —
Adjusted EBITDA ....... ... ... ... ... ... ... .. .. ..... 230.8 238.4 263.3

Adjusted EBITDA Margin (%)®
Continuing operations

Romania ......... .. 37.8% 33.1% 32.9%
Hungary . ... 39.3% 39.2% 37.2%
Spainand Other® .. ... ... .. ... .. .. . .. 3.8% 10.5% 10.2%
Adjusted EBITDA Margin of continuing operations (%) . ... 35.0% 31.8% 31.2%
Discontinued operations

Adjusted EBITDA Margin of discontinued operations (%)® .. 28.2%® 22.5%® —
Adjusted EBITDA Margin (%) ...............c.couon.... 34.9% 31.8% 31.2%

(1)  For year ended December 31, 2014 Adjusted EBITDA and Adjusted EBITDA Margin split between continuing and discontinued
operations was adjusted to give effect to additional expenses related to discontinued operations.

(2)  As of December 31, 2016 we present unrealized mark-to-market results from fair value assessment of energy supply contracts on a
separate line: Other expenses, excluded from EBITDA. Comparative information as of December 31, 2015 was restated accordingly.
Prior to the restatement, as of December 31, 2015 the unrealized mark-to-market loss of €1.0 million was included in Operating
expenses.

(3) Represents Adjusted EBITDA from operations in Spain and Italy, and includes minor operating expenses of the Company.
(4) Represents Adjusted EBITDA from operations in the Czech Republic.

(5) Adjusted EBITDA Margin for a geographic segment is Adjusted EBITDA divided by revenue (including intersegment revenue), in
each case, for the relevant geographic segment.

(6) Represents Adjusted EBITDA Margin from operations in Spain and Italy, and includes minor operating expenses of the Company.

(7)  Adjusted EBITDA Margin for continuing operations is total aggregate Adjusted EBITDA for continuing operations divided by total
aggregate revenue from continuing operations (excluding intersegment revenue).

(8)  Adjusted EBITDA Margin for discontinued operations is total aggregate Adjusted EBITDA for discontinued operations divided by total
aggregate revenue from discontinued operations (excluding intersegment revenue).

(9) Represents Adjusted EBITDA from operations in the Czech Republic.
(10) Unaudited.

The change in our Adjusted EBITDA and Adjusted EBITDA Margin from €230.8 million and 34.9%,
respectively, for the year ended December 31, 2014 to €263.3 million and 31.2%, respectively, for the year ended
December 31, 2016 was primarily due to the rapid development of our mobile business line in Romania. This
resulted in an increase in our operating profit from €48.4 million for the year ended December 31, 2014 to
€79.3 million for the year ended December 31, 2016 primarily due to development in the scaling of our
operations and the expansion of our subscriber base.

We expect to make further investments in the development of our mobile network in Romania both in terms
of infrastructure and customer acquisition. Therefore, we expect continuing pressure on our consolidated
Adjusted EBITDA Margin in the near to medium term as we focus on growing our mobile RGUs to increase our
market share rather than on profitability. By contrast, the current extensive coverage and technological
advancement of our fixed fiber optic network and the quality of our TV content allow us to focus on growing our
cable TV, fixed internet and data, fixed-line telephony and DTH RGUs, while maintaining attractive margins
across these business lines. See “—Growth in business, RGUs and ARPU.”
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Technical capabilities and limitations of our networks
Fixed offerings

We offer cable TV, fixed internet and data and fixed-line telephony through our fiber optic networks in
Romania and Hungary, which covered approximately 62% and 24% of households in those countries as at
December 31, 2016. Our ability to expand our reach, attract new customers and migrate existing customers to
higher levels of service depends on the capabilities and limitations of these networks. In the periods under
review, we have continued to pursue a network expansion strategy and have also focused on upgrading our
networks in principal coverage areas to GPON or comparable technology. As of the date hereof we have
completed an upgrade of approximately 84% of our networks and are currently able to offer communication
speeds of up to 1Gbps in both countries, higher than any competing product.

As a result of those upgrades, we anticipate that our fixed fiber optic network will require relatively low
maintenance capital expenditure over the near and medium term. We believe that growth from cable TV, fixed
internet and data and fixed-line telephony services will principally come from increasing penetration in the areas
that we already cover, expanding our fixed fiber optic networks to areas not currently covered, cross-selling
services to existing customers and migrating our existing customers to higher levels of service. We have also
grown partly by acquiring existing operations of relatively small cable and/or internet companies and we may
continue to make acquisitions in the future if attractive opportunities arise and adequate financing is available.
Such growth by acquisition would contribute to increases in our number of RGUs.

Mobile offerings
Romania

We launched 3G mobile telephony offerings in Romania based on a 2,100 MHz license in 2007. Unlike
some of our competitors in the mobile telecommunication services business, our mobile network generally shares
the backbone of our existing advanced fixed fiber optic network. To further enhance our 3G capabilities we
acquired a 900 MHz license in 2012 and have continued to gradually expand the area covered by our 3G services
in order to reach more potential subscribers and meet the coverage obligations under our 3G licenses. As at
December 31, 2016, we had approximately 3,400 mobile network base stations covering approximately 98% of
the country’s population. In 2015, we acquired a 2,600 MHz license and a 3,700 MHz license and launched a 4G
mobile offering in Romania. 4G coverage is available through our existing mobile network in the country’s most
populous cities and along major roads to satisfy our customers who use the latest mobile devices. 4G is offered in
parallel with our 3G coverage. As at December 31, 2016 our 4G offering covered approximately 37% of the
country’s population. We intend to continue the roll-out of our mobile networks in Romania. In order to provide
our services in areas that were not serviced by our own network at that time, we entered into a national 3G
roaming agreement with Vodafone Romania in 2014. This agreement expired in April 2017, and we have no
plans to renew it.

Hungary

We currently hold a 1,800 MHz mobile telephony license and a 3,800 MHz mobile telephony license in
Hungary. These licenses entitle us to develop our own 4G mobile network in the country and we are currently
developing the network that will support our service, with a view to being in a position to launch in 2018 or later.
Any mobile network that we decide to develop in Hungary in the future would be based on our existing fixed
fiber optic network in that country, which would allow us to capitalize on resulting synergies.

Spain and Italy

Our MVNO businesses currently rely on TME’s network in Spain and TIM’s network in Italy. In the past
we have also used H3G’s networks in Italy. Our full MVNO agreement with TME is currently effective, after the
renewal signed on March 6, 2017, until March 31, 2020. We believe that TME’s network is sufficient to support
the operation and development of our Spanish business, and have entered into a renewal agreement under which
our relationship with TME is extended, under new terms, up until said date. In Italy, we finalized the migration
of our MVNO operations from H3G to TIM in an effort to promote further growth and offer a more reliable
service to our customers. In early 2014, we signed a full MVNO agreement with TIM which will be effective
until December 2020.

DTH

Our DTH satellite television services are not geographically constrained, as the footprint of our existing
satellite coverage encompasses the entire territories of Romania and Hungary. Only in rare circumstances are
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customers unable to install the equipment necessary to receive our satellite signal, typically where no alternative
position for the antenna facing south-west can be found.

Exchange rates
Conversion into euros for presentation in the Financial Statements

Our operating subsidiaries in Romania and Hungary generate revenue and record their financial results in
the Romanian leu and the Hungarian forint, respectively. However, our consolidated financial results are reported
in euros. See “—Basis of Financial Presentation—Functional Currencies and Presentation Currency.”
Therefore, a significant depreciation of one of our functional currencies in relation to the euro could significantly
reduce our financial results as reported in euros and could have a significant negative impact on our financial
position and cash flows. See “Part I—Risk Factors—We are subject to currency translation risks associated with
exchange rate fluctuations.”

Liabilities denominated in the euro and the U.S. Dollar

In addition, we have significant exposure to the euro as a significant portion of our outstanding financial
debt is denominated in that currency, and we also have certain limited exposure to the U.S. dollar, in which we
purchase certain content for our cable TV and DTH businesses and certain CPE. As at December 31, 2016, we
had €408.3 million of obligations denominated in euros and US$43.7 million of obligations denominated in U.S.
dollars, compared to €495.2 million of obligations denominated in euro and US$32.7 million of obligations
denominated in U.S. dollars as at December 31, 2015 (2014: €688.4 million and US$32.6 million). See
“—Liquidity and Capital Resources—Financial Obligations.” Our euro exposure is partially mitigated by euro-
denominated revenue from our MVNO operations in Spain and Italy, which, together with revenue collected in
local functional currencies, but denominated in euros, accounted for 33.5% of our total revenue for the year
ended December 31, 2016. See “Part 6—Business Description—Mobile Telecommunication Services (voice and
data)—MVNO operations in Spain and Italy.” However, we still pay a significant portion of our euro- and U.S.
dollar-denominated expenses out of revenue generated in our principal functional currencies. See “Part I—Risk
Factors—We are subject to transactional currency risks associated with exchange rate fluctuations.”

Historic performance of our functional currencies against the euro and the U.S. Dollar

In the periods under review the Romanian leu and the Hungarian forint have remained relatively stable
relative to the euro, with only marginal declines (0.9% and 0.5%, respectively). Although both our principal
functional currencies have declined more significantly relative to the U.S. dollar, our obligations denominated in
U.S. dollars are significantly smaller, so the appreciation of the U.S. dollar did not have a major effect on the
Group. See “—Quantitative and Qualitative Disclosures About Market Risks—Currency Risk.”

The following table sets out, where applicable, the period end and average exchange rates for the years
ended December 31, 2014, 2015 and 2016 of the euro against each of our principal functional currencies and the
U.S. dollar:

Value of one euro in the relevant currency As at and for the year ended December 31,
2014 2015 2016

Romanian leu (RON)®D

Periodendrate ............. .. ... i 4.48 4.52 4.54

Averagerate ........... ... 4.44 4.45 4.49

Hungarian forint (HUF)®

Periodendrate ............. .. ... i 314.89 313.12 311.02

Averagerate ........... ... 308.66 309.89 311.47

U.S. dollar (USD)®

Periodendrate ............. .. ... i 1.21 1.09 1.05

AVErage rate .. ..ot 1.33 1.11 1.11

(1) According to the exchange rates published by the National Bank of Romania.

(2)  According to the exchange rates published by the Central Bank of Hungary.
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In the year ended December 31, 2016, we had a net foreign exchange loss of €3.3 million (year ended
December 31, 2015: net loss of €5.5 million; year ended December 31, 2014: net loss of €2.6 million). In each of
those periods, our net foreign exchange loss was primarily due to the depreciation of the leu against the euro and
the U.S. dollar. See “—Liquidity and Capital Resources—Financial Obligations.” Borrowings in foreign
currencies are recorded in the functional currency of the relevant entity at the rate of exchange prevailing on the
date of the transaction and re-evaluated to reflect changes in the exchange rate each month.

Competition

Our results of operations are affected by competition, as we operate in intensely competitive industries and
compete with a growing number of companies that provide a broad range of communications products and
services and entertainment, news and information content to consumers. In addition, some of our core
competitors, such as subsidiaries of Liberty Global and Deutsche Telekom in the fixed telecommunication
services markets in Romania and Hungary, and subsidiaries of Deutsche Telekom, Orange and Vodafone in the
mobile telecommunication services market in Romania, are much larger international telecommunication
companies, whilst others may have access to alternative technologies for providing similar services to our
potential and existing customers, such as Netflix, Apple TV, Google Play, Amazon Prime, Skype, WhatsApp,
Google Hangouts and Facebook Messenger, which may compete with our telephony and entertainment services.
See “Part I—Risk Factors—We face significant competition in the markets in which we operate, which could
result in decreases in the number of current and potential customers, revenue and profitability” and “Industry
Overview.”

We believe that our principal focus on Romania and Hungary, as well as synergies generated by our
convergent fixed and mobile offerings and our advanced infrastructure, currently allow us to compete efficiently
in our core markets. However, intense competition creates pressure to maintain low prices on our service and
product offerings thus affecting our revenue growth potential.

Growth in business, RGUs and ARPU

Our revenue is most directly a function of the number of our RGUs and ARPU. Neither of these terms is a
measure of financial performance under IFRS, nor have these measures been reviewed by an outside auditor,
consultant or expert. Each of these measures is derived from management estimates. As defined by our
management, these terms may not be comparable to similar terms used by other companies. We use RGU to
designate a subscriber account of a customer in relation to one of our services. RGUs are measured at the end of
the relevant period. As our definition of RGU is different for our different business lines, you should use caution
when trying to compare RGUs and ARPU between our business lines. We calculate ARPU in a business line,
geographic segment or the Group as a whole, for a period by dividing the total revenue of such business line,
geographic segment or the Group, for such period, (a) if such period is a calendar month, by the total number of
relevant RGUs invoiced for services in that calendar month; or (b) if such period is longer than a calendar month,
by (i) the average number of relevant RGUs invoiced for services in that period and (ii) the number of calendar
months in that period. In our ARPU calculations we do not differentiate between various types of subscription
packages or the number and nature of services an individual customer subscribes for. ARPU is a measure we use
to evaluate how effectively we are realising potential revenue from customers. See “Part 2—Presentation of
Financial and Other Information—Operating and Market Data.”

Our total RGU base has grown from 10.8 million RGUs as at December 31, 2014 to 12.4 million RGUs as
at December 31, 2016, representing a CAGR of 7%. In addition, in the year ended December 31, 2016, we had
approximately 3.0 million average unique subscribers, or households, in Romania using our cable TV, fixed
internet and data or fixed-line telephony services, which resulted in a fixed blended ARPU of €8.81 (calculated
by dividing our aggregate revenue in these business lines in Romania by (i) the number of such unique
subscribers and (ii) twelve (being the number of relevant calendar months)). The increase in RGUs during that
period was principally due to the increase in mobile customers, the expansion of our fixed fiber optic network
coverage and increased penetration in areas already covered and cross-selling. Growth in RGUs is the primary
driver of growth in revenue and is dependent on further network development, capitalizing on existing customer
relations by cross-selling and investments made for subscriber acquisition. These investments consist of CPE
(such as GPON terminals, set-top boxes, mobile data devices and fixed-line phone handsets, satellite dishes and
satellite receivers, and smartcards), as well as expenses related to the network’s development, upgrades and
installation.
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The following table shows our RGUs and monthly ARPU by geographic segment and business line as at and
for the years ended December 31, 2014, 2015 and 2016:

RGUs/ARPU

Continuing operations
Romania
Cable TV

Fixed internet and data

RGUs

Residential . .............................
Business . ........ .. ...

ARPU

Residential ..............................
Business . ........ .. ...

Mobile telecommunication servicesM-(2)

Fixed-line telephony®
RGUs

Residential ..............................
Business . ........ .. ...

ARPU

Residential ..............................
Business . ........ .. ...

Hungary
Cable TV

ARPU ... ...

RGUs ... o

Spain

Other®
Mobile telecommunication services®?-#-©)

As at and for the year ended December 31,

2014

2015

2016

........ 2,599
........ 5.12

........ 1,745
........ &9

........ 5.21
........ 42.99

........ 2,116
........ 1.86
........ 1,346

........ 124

........ 1.41
........ 4.55

........ 725
........ 4.71

........ 411
........ 7.11

........ 347
........ 7.55

........ 19
........ 6.54

........ 301
........ 2.36

........ 330
........ 7.60

........ 476
........ 10.88

........ 48
........ 9.88
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(unaudited)
(RGUs: thousands; ARPU: €/period)

2,733
5.22

1,873
103

5.13
39.13

2,698
2.96
1,287

127

1.29
3.62

674
4.84

437
7.23

382
7.67

16
6.62

327
1.85

318
7.75

569
11.20

59
11.27

2,865
5.25

2,000
115

5.04
35.76

3,213
3.44
1,210

129

1.30
3.72

641
4.90

473
7.45

428
7.77

14
6.83

353
1.67

307
8.22

609
11.58

86
10.88



As at and for the year ended December 31,
RGUs/ARPU 2014 2015 2016

(unaudited)
(RGUs: thousands; ARPU: €/period)

Discontinued operations

Czech Republic

DTH

RGUS .o 134 — —
ARPU . 7.88 7.88 —

(1)  As at June 30, 2016, we reallocated certain service revenue between business lines in order to properly reflect their nature. Comparative
ARPU information for the year ended December 31, 2015 has been restated accordingly. See “Part 2—Presentation of Financial and
Other Information—Operating and Market Data.”

(2)  As at June 30, 2016, we aggregated RGUs from our previously reported mobile telephony and mobile internet and data business lines
and currently report them as part of our mobile telecommunication services business line. Comparative RGU and ARPU information for
prior periods has been restated accordingly. See “Part 2—Presentation of Financial and Other Information—Operating and Market
Data.”

(3) Includes mobile internet and data services offered as a reseller through the Telenor network under our “Digi” brand.
(4) Asan MVNO.
(5) Includes Italy.

(6) As at December 31, 2015, we revised our definition of mobile telephony RGUs in Italy to capture only SIM cards with active traffic in
the last month of the relevant period. The revision was made to ensure consistency with our accounting for mobile telecommunication
services business line RGUs and ARPU in Spain. Comparative RGU and ARPU information as at December 31, 2014 has been restated
accordingly. See “Part 2—Presentation of Financial and Other Information—Operating and Market Data.”

Our total revenue may not always grow in direct proportion with the increase in our RGUs. In part, these
variations reflect the fact that ARPU differs from business line to business line. Our focus in the mobile
telecommunication services business is to grow RGUs rather than profitability. Therefore, our strategy of a rapid
expansion of the mobile telecommunication offerings in Romania have historically put pressure on our
consolidated Adjusted EBITDA and Adjusted EBITDA Margin (despite a significant growth in our mobile
telecommunication services RGUs) because of the investment required to develop and maintain our mobile
network and acquire additional customers. See “—Rapid development of our mobile business line and impact on
our Adjusted EBITDA and Adjusted EBITDA Margin.” In other business lines we have focused, and continue to
focus, on increasing the number of RGUs by acquiring new customers and by cross-selling more services to our
existing customers while maintaining our Adjusted EBITDA Margin. We try to increase profitability in each
business line by careful management of expenses through negotiation of content fees, interconnection costs and
similar expenses, use of newer technologies for improved results of operations and, where possible, by
conducting certain operations and investment related activities in-house to achieve cost efficiencies.

Our approach reflects the relatively wide range of our business and our ability to offer multiple services to
our customer base. For example, as at December 31, 2016, each of our residential customers in Romania
(excluding DTH customers) subscribed to an average of 2.41 services (as compared with an average of 2.45 as at
December 31, 2015 and 2.49 as at December 31, 2014). Currently, there is a trend towards subscribers
discontinuing fixed telephony services altogether, which has an impact on the average number of services per
subscriber.

The following table shows the evolution of our total RGUs by business line since 2014:

As at December 31,
20140 2015 2016

(unaudited)

(thousands)
Cable TV o 3,010 3,170 3,338
Fixed internet and data . ......... ... . i e 2,181 2,358 2,543
Mobile telecommunication services®-3 L 2,659 3,342 3,922
Fixed-line telephony . . .. ... . e 1,771 1,741 1,692
DT H .. e 1,189 992 948
Total . ... 10,810 11,603 12,443

(1)  AsatDecember 31, 2014, we had approximately 134,000 RGUs in the Czech Republic.
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(2)  As at June 30, 2016, we aggregated RGUs from our previously reported mobile telephony and mobile internet and data business lines
and currently report them as part of our mobile telecommunication services business line. Comparative RGU information for prior
periods has been restated accordingly. See “Part 2—Presentation of Financial and Other Information—Operating and Market Data.”

(3) As at December 31, 2015, we revised our definition of mobile telephony RGUs in Italy to capture only SIM cards with active traffic in
the last month of the relevant period. The revision was made to ensure consistency with our accounting for mobile telecommunication
services business line RGUs in Spain. Comparative RGU information as at December 31, 2014 has been restated accordingly. See
“Part 2—Presentation of Financial and Other Information—Operating and Market Data.”

Depreciation, amortization and impairment of assets

As we have invested, and continue to invest, significantly in the development of our fixed and mobile
networks and customer acquisition through investment in CPE, our expenses relating to depreciation,
amortization and impairment of tangible and intangible assets have remained consistently high during the
analyzed periods.

The following table shows the evolution of our depreciation, amortization and impairment of assets
expenses for the years ended December 31, 2014, 2015 and 2016:

For the year ended
December 31,

2014 2015 2016
(€ millions)

Continuing operations

Depreciation of property, plant and equipment . ............... ... ... 1237  114.8 86.7
Amortization of non-current intangible assets . . ............ .. . 20.1 25.6 35.0
Amortization of programme asSetS . .. ... ... ...ttt 46.2 470  46.2
Impairment of property, plant and equipment and non-current intangible assets . . . . .. 1.5 0.3 2.2
Revaluation impact(D) . .. ... . 6.3
Total for continuing operations . ...................uuuuinuneunenenennanon. 1915 187.8 1764
Discontinued operations ................... . ... ... 0.6 0.1@ —
Total ... 192.1 1879 1764

(1)  Asat December 31, 2016 we have performed revaluation of land and buildings and CPE as described below.

(2)  Includes depreciation, amortization and impairment of assets in the Czech Republic.

Changes to our estimated useful lives

The Company depreciates its property, plant and equipment and amortizes its intangible assets on a straight-
line basis using estimated useful lives. Under IFRS, the Company is required to reassess these estimated useful
lives at least at each financial year-end. In 2016, in light of its ongoing experience relating to building and using
these assets, the Company has revised the useful lives used for depreciating and amortizing these assets. In order
to match the current best estimate of the period over which these assets will generate future economic benefits,
which the Company expects to be longer than previously estimated for the majority of cases, the useful lives
were extended.

For details regarding the category of assets for which useful lives were revised, please see “—Estimated
useful lives.” Accordingly, the Company recorded a depreciation and amortization charge of €121.7 million
(excluding program assets) in 2016 as compared to the €145.6 million (excluding program assets) it would have
recorded had it employed the estimated useful lives utilized in the preparation of its 2015 financial
statements. This decrease in depreciation and amortization charge had a corresponding positive effect on our
2016 profit before tax.

Revaluation

As at December 31, 2016 there were revaluations performed for land and buildings, as well as for CPE.
Under the revaluation model described in “—Valuation of assets”, property, plant and equipment are carried at a
revalued amount, which is the fair value at the date of the revaluation, less any subsequent accumulated
depreciation and subsequent accumulated impairment losses. Valuations are performed frequently enough to
ensure that the fair value of a revalued asset does not differ materially from its carrying amount. As a result, the
revaluation impact of land and buildings resulted in a €3.9 million deficit for the year ended December 31, 2016
recorded in profit and loss and a positive impact of €1.9 million in Other comprehensive income (equity, net of
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tax). The revaluation impact of the CPE resulted in a €2.4 million deficit for the year ended December 31, 2016
recorded in profit and loss and a positive impact of €17.5 million in Other comprehensive income (equity, net of
tax).

The change in estimated useful lives of the assets and revaluation of CPE had a positive net of tax effect on
consolidated shareholders’ equity at year-end 2016, which was €32.0 million higher than it would have been, had
the 2015 estimated lives been used and the revaluation of CPE described above not performed, and had the effect
of increasing the deferred tax liability by €6 million. Depreciation and amortization are non-cash charges and
changes in the depreciation and amortization recorded by the Company do not have a corresponding effect on its
cash position.

Churn

Loss of our customers (an effect known as “churn”) is a factor which could negatively affect our growth in
RGUs and revenue. The pay TV, fixed internet and fixed-line and mobile telecommunication services industries
encounter churn as a result of high levels of competition. In addition to competitive alternatives, churn levels
may be affected by changes in our or our competitors’ prices, our level of customer satisfaction and the
relocation of subscribers. Increases in churn may lead to increased costs and reduced revenue. We believe that
the following factors help to reduce our level of churn:

* we believe that customers who subscribe to multiple services are less likely to leave our services. In
Romania, the average number of services per residential customer was 2.41 (excluding DTH) and the
percentage of customers using more than one service was approximately 75% as at December 31, 2016.
In Hungary, the average number of services per network customer was 2.3 (excluding DTH) and the
percentage of customers using more than one service was approximately 80% as at December 31, 2016;
and

e our attractive pricing and relatively advanced technology compared to our competitors in Romania and
Hungary and our premium content offerings often make it unattractive to replace our services with those
offered by our competitors.

Although churn may have a negative effect on our business, we focus on growth in total number of RGUs,
ARPU, revenue, Adjusted EBITDA and Adjusted EBITDA Margin as key indicators rather than churn. We
believe that our churn levels are in line with those of our principal competitors in our core markets.

Capital expenditure

Historically, we have pursued an ambitious growth strategy that required us to undertake substantial capital
expenditure. The primary focus of our investment spending over the periods under review has been (i) the
upgrade and expansion of our fixed fiber optic network in Romania and Hungary; (ii) the expansion of our 3G
mobile network and the launch of 4G offerings in Romania; (iii) the creation and development of our own
television channels; (iv) the creation and expansion of our MVNO services in Spain and Italy; and (v) subscriber
acquisition costs in all our business lines. Consequently, our capital expenditures have been significant. In the
year ended December 31, 2016, we had capital expenditure of €216.5 million, which was lower than our
Adjusted EBITDA by €46.8 million and represented 25.7% of our revenue for this period. In the year ended
December 31, 2015, we had capital expenditure of €197.6 million, which was lower than our Adjusted EBITDA
by €40.8 million and represented 26.3% of our revenue for this period. In the year ended December 31, 2014, we
had capital expenditure of €214.8 million, which was lower than our Adjusted EBITDA by €16.0 million and
represented 32.5% of our revenue for this period. We expect that our capital expenditure for 2017 will be in line
with 2016, and we expect our committed capital expenditure to start to taper off in 2018, though we have not yet
completed our capital expenditure budget for 2018.

Going forward we expect our capital expenditure to consist principally of amounts paid for:
» further expansion of our fixed fiber optic networks in Romania and Hungary;

 further development of our mobile network in Romania and Hungary as permitted by our existing
licenses;

* payments for the acquisition of television content rights and licenses;

e the acquisition of CPE, including certain network equipment such as GPON terminals (which may not
generally be treated as CPE by other members of our industry), and other equipment such as set-top
boxes, mobile data devices and fixed-line telephone handsets, satellite dishes, satellite receivers and
smartcards; and

* payments under telecommunication licenses.
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The majority of these capital expenditures (with the exception of certain obligations under content
agreements that we have already entered into) are discretionary, and we will revise these plans as required to
ensure the best possible alignment with our business strategies and opportunities. We believe that our ability to
finance our capital expenditures largely from internal resources has strongly improved as our investment plan for
the short to medium term is largely discretionary, thus giving us significant flexibility to adjust our capital
expenditure plan.

Payments to third-party service and content providers

In all of our business lines, a key cost item is payments to service and content providers. In the case of
television services (both cable TV and DTH), this includes fees paid to third-party providers of channels that we
carry. In the case of our own channels, we pay license fees to the holders of transmission/retransmission rights
for sporting events, films and certain other programming. In the case of DTH services, these fees also include
fees paid to the providers of satellite transmission services. In the case of internet and data, fixed-line telephony
and mobile services, fees consist principally of interconnection fees paid to other network operators and, in the
case of internet and data, international connectivity fees.

We carry both our own channels and channels produced by third-parties over our DTH and cable TV
services. Fees paid for channels produced by third parties consist primarily of per subscriber fees and are
accounted for as operating expenses. Fees paid for content carried on our own channels is accounted for as
capital expenditure and consist primarily of flat fees for the right to broadcast the relevant content. We believe
that our large market share in cable TV and DTH services in Romania and Hungary places us in a strong position
when negotiating for the acquisition of sports and film content for our own channels.

Television programming fees, television license fees and internet and data connectivity fees are not
determined by regulators and are subject to commercial negotiations. Our backbone networks in Romania and
Hungary (both for national communications and for our internet connection with the global internet network)
allow us to realize significant cost savings, as we only have to pay limited lease or transit fees for the use of other
networks. Moreover, we benefit from competition among leading providers of global internet interconnection
services, which tends to keep prices low.

We believe that our use of the Intelsat and Telenor platforms to transmit our DTH signal provides us with a
cost advantage over competing providers with lower numbers of overall customers in the region. Under its terms,
our current contract with Intelsat (which includes the lease of two transponders on the Telenor satellite) will
expire on November 30, 2017, at which time we plan to extend existing relations or consider available
alternatives. Although costs per transponder are fixed for the duration of the contract, increases in the number of
programs or the amount of high definition content that we broadcast could require us to rent capacity on
additional transponders, thus increasing our expenses. As at December 31, 2016, we leased 9 transponders to
transmit our DTH signal (and used an additional transponder for transmitting non-DTH signals).

Telephone interconnection charges are regulated by national authorities and the European Union, and are
capped at certain amounts which have decreased over the past few years. In all our markets we pay fees to third-
party service providers, such as banks, to help us collect revenue from customers, but also use our own network
of collection points in Romania and Hungary.

Our operations require us to purchase significant amounts of electricity from utility companies in Romania
and Hungary. In an effort to manage our future energy costs, in 2012 we started to invest in renewable energy by
acquiring several companies developing solar energy projects. These projects are currently fully operational and
have a combined installed capacity of 15.72 MW. We may develop further energy projects in the future to the
extent we view such projects as a cost effective means to manage our future energy costs.

Acquisitions and disposals

In 2013, we divested our operations in Slovakia, Croatia and the Republic of Serbia for an aggregate
consideration of €41.2 million, and we recorded a gain from the sale thereof of €9.6 million in the year ended
December 31, 2014 and €1.0 million in the year ended December 31, 2015. Further, in April 2015, we sold our
subsidiary in the Czech Republic for the total consideration of €24.9 million. That subsidiary contributed
€13.8 million in revenue, or 2.1% of total revenue, for the year ended December 31, 2014 and €3.8 million in
revenue, or 0.5% of total revenue, in the year ended December 31, 2015. We recorded a gain from the sale
thereof of €19.9 million in the year ended December 31, 2015 (total gain from sales in the year ended
December 31, 2015 in the amount of €20.9 million includes gains from sales in Slovakia in the amount of
€1 million).
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Those disposals were intended to streamline our operations and further focus business on our core markets
of Romania and Hungary. During the period under review we also acquired a number of small
telecommunication operators in Romania and Hungary. See “—Liquidity and Capital Resources—Historical cash
flows—Cash flows used in investing activities.”

HISTORICAL RESULTS OF OPERATIONS
Results of operations for the years ended December 31, 2016, 2015 and 2014

Revenue

Our revenue (excluding intersegment revenue, other income and gain from sale of discontinued operations)
for the year ended December 31, 2016 was €842.8 million, compared with €750.1 million for the year ended
December 31, 2015, an increase of 12.4%, which in turn was an increase of 13.4% from €661.6 million for the
year ended December 31, 2014.

The following table shows the distribution of revenue by geographic segment and business line for the years
ended December 31, 2014, 2015 and 2016:

For the year ended December 31, % change
2014 2015M 2016 2014 v2015 2015 v 2016
(€ millions)

Romania

Cable TV ... ... .. . .. 155.5 166.8 175.7 7.3% 5.3%
Fixed internet and data ................. 147.5 155.9 163.6 5.7% 4.9%
Mobile telecommunication services®-3 | 40.4 84.2 122.0 108.4% 44.9%
Fixed-line telephony® . ................ 29.8 25.8 25.1 (13.4)% 2.7)%
DTH ... 433 40.2 38.7 (7.2)% 3.7)%
Other revenue® . ..................... 53.3 67.2 87.6 26.1% 30.4%
Total ........... ... ... . ... ... ... .... 469.7 540.1 612.7 15.0% 13.4%
Hungary

Cable TV ... ... . i 34.5 36.6 41.0 6.1% 12.0%
Fixed internet and data ................. 30.4 334 38.0 9.9% 13.8%
Mobile telecommunication services®-® . .. 1.6 1.4 1.2 (12.5)% (14.3)%
Fixed-line telephony® . ................ 8.3 6.9 6.8 (16.9)% (1.49)%
DTH ... 30.8 30.5 314 (1.0)% 3.0%
Otherrevenue® . ..................... 13.5 17.1 19.5 26.7% 14.0%
Total ........... ... . ... ... ... ... 119.1 125.9 137.9 5.7% 9.5%
Spain

Mobile telecommunication services® .. ... 53.4 72.2 82.7 35.2% 14.5%
Otherrevenue® . ..................... 0.6 04 0.3 (33.3)% (25.0)%
Total ........... ... ... ... ... ... ... 54.0 72.7 83.0 34.6% 14.2%
Other©

Mobile telecommunication services® . . ... 4.9 7.4 9.0 51.0% 21.6%
Other revenue® . ..................... 0.2 0.2 0.2 — 0.0%
Total ........... ... ... . ... ... ... .... 51 7.5 9.2 47.1% 22.7%
Total continuing operations .. .......... 647.8 746.3 842.8 15.2% 12.9%
Discontinued operations

DTH ... 13.7 3.8M — (72.3)% —%
Otherrevenue® . ..................... 0.1® — — — —%
Total discontinued operations .......... 13.8 3.8 — (72.5) % (100) %
Total ........... ... ... ... ... ... ... 661.6 750.1 842.8 13.4% 12.4%

(1) As at June 30, 2016, we reallocated certain service revenue between business lines in order to properly reflect their nature. Comparative
information for year ended December 31, 2015 has been restated accordingly for presentation herein. See “Part 2 — Presentation of
Financial and Other Information—Operating and Market Data.”
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(2)  As at June 30, 2016, we aggregated certain revenue to report it as part of our mobile telecommunication services business line. That
revenue includes mobile internet and data revenue reported under the caption “Internet and Data Revenue” and mobile telephony
revenue reported under the caption “Telephony Revenue” in Note 16 of the Annual Financial Statements for the years ended
December 31, 2015 and 2014. The remaining revenue that is reported under those captions in the Annual Financial Statements is
presented in this Prospectus as fixed internet and data and fixed-line telephony revenue. Comparative information for prior periods has
been restated accordingly. See “Part 2—Presentation of Financial and Other Information—Operating and Market Data.”

(3) Unaudited.

(4) Includes sales of CPE (primarily mobile handsets and satellite signal receivers and decoders), own content to other operators,
advertising revenue from own TV and radio channels and sundry penalties invoiced to subscribers.

(5) Includes mobile internet and data revenue.
(6)  Includes revenue from operations in Italy.
(7)  Includes DTH revenue in the Czech Republic.

(8)  Includes other revenue in the Czech Republic.

Revenue in Romania for the year ended December 31, 2016 was €612.7 million, compared with
€540.1 million for the year ended December 31, 2015, an increase of 13.4%. Revenue growth in Romania was
primarily driven by an increase in our mobile telecommunication services RGUs and ARPU, cable TV and fixed
internet and data RGUs and an increase in other revenues. Mobile telecommunication services RGUs increased
from approximately 2.7 million as at December 31, 2015 to approximately 3.2 million as at December 31, 2016,
an increase of approximately 19.1%, primarily as a result of certain changes in the mix of subscription packages,
customers upgrading to higher-value services and overall traffic increases. ARPU from mobile
telecommunication services also increased in the year ended December 31, 2016 to an average €3.44/month from
an average €2.96/month in the year ended December 31, 2015, an increase of 16.2%. Our cable TV RGUs
increased from approximately 2.7 million as at December 31, 2015 to approximately 2.9 million as at
December 31, 2016, an increase of approximately 4.8%, and our fixed internet and data RGUs increased from
approximately 2.0 million as at December 31, 2015 to approximately 2.1 million as at December 31, 2016, an
increase of approximately 7%. These increases were primarily due to investments in expanding and upgrading
our fixed fiber optics network, enabling more customers to be connected.

Other revenues includes mainly sales of equipment, but also contains services of filming sport events and
advertising revenue. Sales of equipment includes mainly mobile handsets and other equipment. Growth in our cable
TV, fixed internet and data, mobile telecommunication services and other revenue was partially offset by a decrease
in revenue generated by our DTH and fixed-line telephony businesses as a result of decreases in RGUs in both
business lines. DTH RGUs decreased from approximately 674,000 as at December 31, 2015 to approximately
641,000 as at December 31, 2016, a decrease of approximately 5%. This decrease was primarily driven by low
investments in CPE (such as satellite receivers and decoders), which limited our customer acquisition potential.
Also, a number of DTH subscribers terminated their contracts, moved to our competitors or migrated from our DTH
services to our cable TV services. Residential fixed-line telephony RGUs decreased from approximately 1.3 million
as at December 31, 2015 to approximately 1.2 million as at December 31, 2016, a decrease of approximately 6%
and fixed-line telephony ARPU remained relatively stable from an average €1.29/month for the year ended
December, 2015 to an average €1.30/month for the year ended December 31, 2016, a variance of 0.8%.

Revenue in Romania for the year ended December 31, 2015 was €540.1 million, compared with
€469.7 million for the year ended December 31, 2014, an increase of 15.0%. Revenue growth in Romania was
primarily driven by an increase in our mobile telecommunication services ARPU and RGUs, cable TV and fixed
internet and data RGUs and sale of handsets and other CPE. Mobile telecommunication services RGUs increased
from approximately 2.1 million as at December 31, 2014 to approximately 2.7 million as at December 31, 2015,
an increase of approximately 27.5%, as a result of new competitive tariffs with an option to acquire a mobile
handset, as well as certain changes in the mix of subscription packages, customers upgrading to higher-value
services and overall traffic increases. Consequently, mobile telecommunication services ARPU increased to an
average €2.96/month for the year ended December 31, 2015 compared to an average €1.86/month for the year
ended December 31, 2014, an increase of 59.1%. Our cable TV RGUs increased from approximately 2.6 million
as at December 31, 2014 to approximately 2.7 million as at December 31, 2015, an increase of approximately
5.2%, and our fixed internet and data RGUs increased from approximately 1.8 million as at December 31, 2014
to approximately 2.0 million as at December 31, 2015, an increase of approximately 7.7%. These increases were
primarily due to investments in expanding and upgrading our fixed fiber optics network enabling more customers
to be connected. Other revenue increased primarily due to increased sales of handsets, which were packaged with
mobile telephony subscriptions, as well as sales of other CPE. Growth in our mobile telecommunication services,
cable TV, fixed internet and data and other revenue was partially offset by a decrease in revenue generated by
our DTH and fixed-line telephony businesses as a result of decreases in RGUs in both business lines and ARPU
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in the latter. DTH RGUs decreased from approximately 725,000 as at December 31, 2014 to approximately
674,000 as at December 31, 2015, a decrease of approximately 7.0%. This decrease was primarily driven by low
investments in CPE (such as satellite receivers and decoders), which limited our customer acquisition potential.
Also, a number of DTH subscribers terminated their contracts, moved to our competitors or migrated from our
DTH services to our cable TV services. Residential fixed-line telephony RGUs decreased from approximately
1.35 million as at December 31, 2014 to approximately 1.29 million as at December 31, 2015, a decrease of
approximately 4.4% and fixed telephony ARPU decreased from an average €1.41/month for the year ended
December 31, 2014 to an average 1.29 €/month for the year ended December 31, 2015, a decrease of 8.5%,
primarily due to decreased use of the underlying services.

Revenue in Hungary for the year ended December 31, 2016 was €137.9 million, compared with
€125.9 million for the year ended December 31, 2015, an increase of 9.5%. This increase was principally due to
an increase in our cable TV and fixed internet and data RGUs. Our cable TV RGUs increased from
approximately 437,000 as at December 31, 2015 to approximately 473,000 as at December 31, 2016, an increase
of approximately 8.2%, our fixed internet and data RGUs increased from approximately 382,000 as at
December 31, 2015 to approximately 428,000 as at December 31, 2016, an increase of approximately 12.0%, and
our fixed-line telephony RGUs increased from approximately 327,000 as at December 31, 2015 to approximately
353,000 as at December 31, 2016, an increase of approximately 8.0%. These increases were partially driven by
our investments in expanding and upgrading our fixed fiber optic network in Hungary. Our mobile
telecommunication services RGUs decreased by approximately 12.5% from approximately 16,000 RGUs as at
December 31, 2015 to approximately 14,000 RGUs as at December 31, 2016, primarily due to the decrease in
our DTH subscribers who also terminated their mobile contracts. Our DTH RGUs decreased from approximately
318,000 as at December 31, 2015 to approximately 307,000 as at December 31, 2016, a decrease of
approximately 3.5%. This decrease was primarily driven by low investments in CPE (such as satellite receivers
and decoders). Also, a number of DTH subscribers terminated their contracts, moved to our competitors or
migrated from our DTH services to our cable TV services.

Revenue in Hungary for the year ended December 31, 2015 was €125.9 million, compared with
€119.1 million for the year ended December 31, 2014, an increase of 5.7%. This increase was principally due to
the increase in our cable TV RGUs, fixed internet and data RGUs and other revenue, as well as customers
upgrading to higher value services. Our cable TV RGUs increased from approximately 411,000 as at
December 31, 2014 to approximately 437,000 as at December 31, 2015, an increase of approximately 6.3%, our
fixed internet and data RGUs increased from approximately 347,000 as at December 31, 2014 to approximately
382,000 as at December 31, 2015, an increase of approximately 10.1%, and our fixed-line telephony RGUs
increased from approximately 301,000 as at December 31, 2014 to approximately 327,000 as at December 31,
2015, an increase of approximately 8.6%. These increases were partially driven by our investments in expanding
and upgrading our fixed fiber optic network in Hungary. Despite the increase in the fixed-line telephony RGUs,
this business line’s revenue decreased as a result of price decreases driven by lower interconnection rates in
effect from April 2015. Other revenue increased primarily as a result of additional revenue from network
management agreements with smaller local cable and internet providers. Our mobile telecommunication services
RGUs decreased from approximately 19,000 as at December 31, 2014 to approximately 16,000 as at
December 31, 2015, or by approximately 15.8%, primarily due to the decrease in our DTH subscribers who also
terminated their mobile contracts. Our DTH RGUs decreased from approximately 330,000 as at December 31,
2014 to approximately 318,000 as at December 31, 2015, a decrease of approximately 3.6%. This decrease was
primarily driven by low investments in CPE (such as satellite receivers and decoders), which limited our
customer acquisition potential. Also, a number of DTH subscribers terminated their contracts, moved to our
competitors or migrated from our DTH services to our cable TV services.

Revenue in Spain for the year ended December 31, 2016 was €83.0 million, compared with €72.7 million
for the year ended December 31, 2015, an increase of 14.2%. The increase in revenue was principally due to an
increase in the number of our mobile telecommunication services RGUs from approximately 569,000 as at
December 31, 2015 to approximately 609,000 as at December 31, 2016, an increase of approximately 7.0%,
primarily due to new customer acquisitions as a result of more attractive mobile and data offerings.

Revenue in Spain for the year ended December 31, 2015 was €72.7 million, compared with €54.0 million
for the year ended December 31, 2014, an increase of 34.6%. The increase in revenue was principally due to an
increase in the number of our mobile telecommunication services RGUs from approximately 476,000 as at
December 31, 2014 to approximately 569,000 as at December 31, 2015, an increase of approximately 19.5%,
primarily due to new customer acquisitions as a result of more attractive mobile and data offerings.
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Revenue in Other represented revenue from our operations in Italy and for the year ended December 31,
2016 and was €9.2 million, compared with €7.5 million for the year ended December 31, 2015, an increase of
22.7%. The increase in revenue was principally due to new customer acquisitions as a result of more attractive
mobile and data offerings.

Revenue in Other represented revenue from our operations in Italy and for the year ended December 31,
2015 was €7.5 million, compared with €5.1 million for the year ended December 31, 2014, an increase of 47.1%.
The increase in revenue was principally due to an increase in the number of our mobile telecommunication
services RGUs in Italy from approximately 48,000 as at December 31, 2014 to approximately 59,000 as at
December 31, 2015, an increase of approximately 22.9%, primarily due to new customer acquisitions as a result
of more attractive mobile and data offerings.

Revenue from discontinued operations (which represented revenue from services provided by our Czech
Republic subsidiary) for the year ended December 31, 2015 was €3.8 million, compared with €13.8 million for
the year ended December 31, 2014, a decrease of 72.5%. The decrease was due to the fact that our Czech
Republic subsidiary was sold in April 2015. There was no revenue from discontinued operations for the year
ended December 31, 2016.

Gain/(loss) from sale of discontinued operations for the year ended December 31, 2015 was €20.9 million,
compared with €9.6 million for the year ended December 31, 2014. It represented the results of the disposals of
our operations in the Czech Republic in 2015 and Slovakia in 2014. A loss of €0.7 million representing a
provision for expenses regarding the disposal of operations in the Czech Republic was recorded for the year
ended December 31, 2016.

Total operating expenses

Our total operating expenses (excluding intersegment expenses and other expenses, but including
depreciation, amortization and impairment) for the year ended December 31, 2016 were €755.8 million,
compared with €699.7 million for the year ended December 31, 2015, an increase of 8.0%, which in turn was an
increase of 12.3% from €622.9 million for the year ended December 31, 2014.

Operating expenses

The table below sets out our expenses (excluding intersegment expenses, other expenses and depreciation,
amortization and impairment) per geographic segment for the years ended December 31, 2014, 2015 and 2016.

For the year ended December 31,

2014 2015 2016
(unaudited)
(% of (% of (% of

(€ millions) revenue) (€ millions) revenue) (€ millions) revenue)
Continued operations
Romania ................... 292.5 62.3% 361.1M 66.9% 411.3 67.1%
Hungary ................... 72.3 60.7% 76.5 60.8% 86.5 62.7%
Spain ... 49.2 91.1% 61.8 85.0% 68.8 82.9%
Other® . ... ................ 6.9 135.3% 9.4 125.3% 12.9 140.2%
Discontinued operations . . . . .. 9.90) 71.7% 3.09 78.9% — —
Total ..................... 430.8 511.8 579.5

(1)  As of December 31, 2016 we present unrealized mark-to-market results from fair value assessment of energy supply contracts on a
separate line: Other expenses. Comparative information as of December 31, 2015 was restated accordingly. Prior to the restatement, as
of December 31, 2015 the unrealized mark-to-market loss of €1 million was included in Operating expenses.

(2) Includes operating expenses of operations in Italy and certain minor operating expenses of the Company.

(3) Includes operating expenses from operations in the Czech Republic.

Operating expenses in Romania for the year ended December 31, 2016 were €411.3 million, compared
with €361.1 million for the year ended December 31, 2015, an increase of 13.9%. This was principally due to the
development of our business, mainly representing increases in telephony expenses due to increased
interconnection charges associated with our mobile offerings, expenses related to sales of handsets at cost to
facilitate growth of mobile telecommunication services RGUs, salaries and related taxes, rent expenses for
mobile sites and shops as well as programming expenses.

Operating expenses in Romania for the year ended December 31, 2015 were €361.1 million, compared with
€292.5 million for the year ended December 31, 2014, an increase of 23.5%. This reflected a further expansion of
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our business and principally resulted from increases in telephony expenses due to increased interconnection
charges associated with our mobile offerings, programming expenses, salaries and related taxes, other expenses
related to energy sales and expenses related to sales of handsets and other CPE at cost to facilitate growth of
mobile telecommunication services RGUs and rent expenses.

Operating expenses in Hungary for the year ended December 31, 2016 were €86.5 million, compared with
€76.5 million for the year ended December 31, 2015, an increase of 13.1%. This trend was principally due to the
increase in direct costs associated with increases in RGUs, mainly programming expenses and an increase in
salaries.

Operating expenses in Hungary for the year ended December 31, 2015 were €76.5 million, compared with
€72.3 million for the year ended December 31, 2014, an increase of 5.8%. This reflected a further expansion of
our Hungarian business and was primary due to an increase in programming expenses and higher telephony
expenses due to increased usage of our services.

Operating expenses in Spain for the year ended December 31, 2016 were €68.8 million, compared with
€61.8 million for the year ended December 31, 2015, an increase of 11.3%. This increase resulted from increased
data traffic and greater interconnection costs.

Operating expenses in Spain for the year ended December 31, 2015 were €61.8 million, compared with
€49.2 million for the year ended December 31, 2014, an increase of 25.6%. The increase was principally due to
an increase in telephony expenses due to higher interconnection charges as a result of an increase in our RGUs
and increased usage of our services.

Operating expenses in Other represented expenses of our operations in Italy and certain minor expenses of
the Company and for the year ended December 31, 2016 were €12.9 million, compared with €9.4 million for the
year ended December 31, 2015, an increase of 37.2%. The increase was primarily due to increased
interconnection charges resulting from increased data traffic and higher RGUs in Italy.

Operating expenses in Other represented expenses of our operations in Italy and certain minor expenses of
the Company and for the year ended December 31, 2015 were €9.4 million, compared with €6.9 million for the
year ended December 31, 2014, an increase of 36.2%. The increase was principally due to an increase in
telephony expenses due to higher interconnection charges as a result of an increase in our RGUs and increased
usage of our services.

Operating expenses related to Discontinued operations for the year ended December 31, 2015 (which
represented operating expenses of our Czech Republic subsidiary) were €3.0 million, compared with €9.9 million
for the year ended December 31, 2014, a decrease of 69.7%. The decrease was due to the fact that our Czech
Republic subsidiary was sold in April 2015. There were not operating expenses related to Discontinued
operations for the year ended December 31, 2016.

Depreciation, amortization and impairment of tangible and intangible assets

The table below sets out information on depreciation, amortization and impairment of our tangible and
intangible assets for the years ended December 31, 2014, 2015 and 2016.

For the year ended December 31,
2014 2015 2016
(€ millions)

Continuing Operations

Depreciation of property, plant and equipment ...................... 123.7 114.8 86.7
Amortization of non-current intangible assets ....................... 20.1 25.6 35.0
Amortization of program assetS . ..............oeuineiineaa.. 46.2 47.0 46.2
Impairment of property, plant and equipment ....................... 1.5 0.3 2.2
Revaluation impact) .. ... ... . 6.3
Total ... .. 191.5 187.8 176.4
Discontinued Operations® .. ............ ... ... ... ... .. c...... 0.6® 0.1® —
Total ... .. 192.1 187.9 176.4

(1)  Asat December 31, 2016 we have performed revaluation of land and buildings and CPE, as described above.
(2)  Unaudited.

(3) Includes depreciation, amortization and impairment of assets of in the Czech Republic.
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Depreciation of property, plant and equipment

Depreciation of property, plant and equipment for continuing operations was €86.7 million for the year
ended December 31, 2016, compared with €114.8 million for the year ended December 31, 2015, a decrease of
24.5%. This decrease was primarily due to the change in the estimated useful lives of certain categories of
property, plant and equipment, which were re-assessed as at December 31, 2016, with the revised useful lives
applied prospectively from 1 January 2016, and secondarily to the termination of depreciation periods for an
increased amount of CPE and other equipment. See “Accounting Policies Requiring Management Judgment or
Discretion—Estimated Useful Lives.”

The impact of revising the estimated useful lives of certain categories of property, plant and equipment on
the value of depreciation charge recognized in the Profit or Loss Statement in the year ended December 31, 2016
is presented below:

Depreciation charge 2016
(€ millions)

Difference arising from
Prior estimated useful Revised estimated change in estimated

lives useful lives useful lives
Land ........... ... ... .. ... — — —
Buildings . ............ .. ... 3.1 3.1 —
Network ......... ... ... ..... 43.0 38.8 4.1
Customer premises equipment . . . . .. 23.8 12.4 (11.4)
Equipment and devices ............ 332 25.6 (7.6)
Vehicles ........... ... ... ..., 3.5 35 —
Furniture and office equipment .. ... 33 33 —
Total ........ ... ... ... ..... 109.9 86.7 (23.2)

Depreciation of property, plant and equipment for continuing operations was €114.8 million for the year
ended December 31, 2015, compared with €123.7 million for the year ended December 31, 2014, a decrease of
7.2%. This decrease was due to the termination of the depreciation period for an increased number of CPE and
other equipment.

Amortization of non-current intangible assets

Amortization of non-current intangible assets for continuing operations was €35.0 million for the year ended
December 31, 2016, compared with €25.6 million for the year ended December 31, 2015, an increase of 36.8%,
mainly as a result of the 2,600 MHz license acquired in August 2015 and the 3,700 MHz license acquired in
October 2015 in Romania, as well as other licenses and software mainly for mobile communications equipment.
As at December 31, 2016, management reviewed the estimated useful lives of mobile telephony licenses. For
certain mobile telephony licenses there are options for extension, automatically exercisable upon the request of
the Company. Consequently, useful lives were revised in order to match the current best estimate of the period
over which these licenses will generate future economic benefits. Estimated useful lives for mobile telephony
licenses were previously 15 years and are now between 15 and 25 years.

The impact of revising the estimated useful lives of the mobile telephony licenses in the value of
amortization charge recognized in the Profit or Loss Statement in the year ended December 31, 2016 is presented
below:

Amortization charge 2016
(€ millions)

Difference arising
from change in
Prior estimated Revised estimated estimated useful

useful lives useful lives lives
Goodwill ...... ... ... ... ... ... .. ... — — —
Customer relationships . .................... 10.3 10.3 —
Trademarks .............................. 0.7 0.7 —
Subscriber acquisition costs (“SAC”) ......... 7.1 7.1 —
Licenses and software ...................... 17.6 16.8 0.7)
Total ......... ... ... . .. ... 35.7 35.0 0.7)
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Amortization of non-current intangible assets for continuing operations was €25.6 million for the year ended
December 31, 2015, compared with €20.1 million for the year ended December 31, 2014, an increase of 27.4%,
mainly as a result of mobile licenses acquisitions.

Amortization of program assets

Amortization of program assets for continuing operations was €46.2 million for the year ended
December 31, 2016, compared with €47.0million for the year ended December 31, 2015, a decrease of 1.8%.

Amortization of program assets for continuing operations was €47.0 million for the year ended
December 31, 2015, compared with €46.2 million for the year ended December 31, 2014, a slight increase of
1.7%.

Other expense

We recorded €7.0 million of other expense for the year ended December 31, 2016, compared with
€1.0 million of other expense for the year ended December 31, 2015. This reflected unrealized mark-to-market
loss from fair value assessment of energy supply contracts.

We recorded €1.0 million of other expense for the year ended December 31, 2015, compared with €nil for
the year ended December 31, 2014. This reflected mark-to-market loss from fair value assessment of energy
supply contracts.

Operating profit

For the reasons set forth above, our operating profit was €79.3 million for the year ended December 31,
2016, compared with €70.3 million for the year ended December 31, 2015 and €48.4 million for the year ended
December 31, 2014.

Net finance income/(expense)

We recognized net finance expense of €56.2 million in the year ended December 31, 2016, compared with
net finance expense of €60.9 million in the year ended December 31, 2015, a variation of 7.7%. As of
December 31, 2016, we recorded as Finance income the amount of €33.7 million from fair value gain of the
available for sale assets, which were derecognized, and the related accumulated gain was reclassified from equity
to the profit or loss statement. Finance expenses were impacted by the refinancing of the 2013 Notes and the
2015 Senior Facilities Agreement from October 2016. In 2016 Other finance expenses include mainly
redemption interest and penalties for the refinancing of the 2013 Notes in the amount of €17.6 million and the
unamortized borrowing costs of the 2013 Notes in the amount of €8.8 million. We recognized the net effect of
gain on the 2013 Notes embedded derivative in 2016 of €5.0 million (expense of €14.2 million) upon exercising
the call option on the 2013 Notes. We recognized the fair value gain on the 2016 Notes embedded derivative of
€5.4 million after taking into consideration fair value of the embedded derivative asset at inception of
€8.5 million.

We recognized net finance expense of €60.9 million in the year ended December 31, 2015, compared with
net finance expense of €60.3 million in the year ended December 31, 2014, an increase of 1%. This net increase
was primarily caused by the expense of the unamortized borrowing costs related to the senior facilities agreement
dated October 21, 2013 (the “2013 Senior Facilities Agreement”) repaid in 2015 (€4.9 million), as well as
foreign currency exchange net expense. These expenses were partially offset by the recognition of financial
income related to an embedded derivative asset (€9.3 million).

Profit/(Loss) before taxa