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Remuneration Policy Royal KPN N.V.

As adopted by the General Meeting of Shareholders on 15 April 2020 (97,87% FOR; 2,13% AGAINST)

Introduction

The objective of KPN’'s remuneration policy for the Board of Management is fo attract, reward and retain the necessary
leadership talent, in order fo support the execution of the company’s strategic objectives. The objective of KPN's
remuneration policy for the Supervisory Board is to reward the members appropriately for their work based on market-
competitive fee levels.

We aim for organic sustainable growth. Our focus is on creating value over volume, and building an efficient and simple
organization supported by our three strategicpillars:

Offering the best converged smartinfrastructure;
Focus on profitable growth segmentsand;
5. Acceleration of simplification and digitalization.

Considering KPN’s core values which form the essence of our organizational culture and being aware of the public debate
surrounding the fopic of executive remuneration, we strive to balance our core values and the interest of all stakeholders
in our remuneration programs.

Governance

KPN’s General Meeting of Shareholders sets the remuneration policy for members of the Board of Management and the
Supervisory Board, based on a proposal by the Supervisory Board. Within the Supervisory Board, the Remuneration
Committee prepares decisions for the full Supervisory Board on both the remuneration policy and the application thereof
in individual situations.

Annually, the Remuneration Committee drafts a report on the application of the remuneration policy and the individual
remuneration of members of the Board of Management and the Supervisory Board in the previous year. This report is
submitted to the General Meeting of Shareholders for an advisory vote.

The Remuneration Committee regularly discusses and reviews the remuneration policy in light of relevant developments
in the company’s strategy and organization, legislation, or stakeholder considerations. If deemed necessary, the
Remuneration Committee will propose changes to the Supervisory Board, for final submission fo the General Meeting of
Shareholders. The remuneration policy will be submitted for shareholders” approval at least once every four years. Prior
fo submitting the remuneration policy or an amendment to the policy to the General Meeting of Shareholders, the
Remuneration Committee requests the advice of the Central Works Council. The remuneration policy (including the date
thereof and the voting results) will be made available on the company’s website.

Any proposed adjustments to the remuneration policy will include a description of the most important changes and how
stakeholders views on the remuneration policy and remuneration report have been taken info consideration. The
remuneration policy was last amended by the General Meeting of Shareholders in April 2020. The company's
remuneration policy is compliant with, and in addition to, relevant legal requirements and the principles of the Dutch
Corporate Governance Code and the Dutch- and European legislation and has been written in accordance with the
requirements stemming from the implementation of the Shareholder Rights Directive In Dutch law per 1 December 2019.
In the event of changes fo binding national and/or international legislation that directly impact the remuneration policy,
such changes will be deemed incorporated into this policy.

Stakeholder engagement

KPN values the views of different stakeholders on its remuneration policy and aims to take on board such views in its
deliberations and decision making. In the preparation of the full review of the remuneration policy in April 2019 and the
subsequent update leading to the current policy, KPN engaged with several stakeholders, including shareholder
representatives, proxy advisory firms, external remuneration advisors, peer companies, the Central Works Council and the
members of the Board of Management and Supervisory Board themselves. As the views of these stakeholders are not
always aligned, the Supervisory Board strives to find the right balance between the various interests. The current
remuneration policy has found such balance, also considering the focus of the short- and long-term incentive plans on
both financial- and non-financial targets for the Board of Management, supporting our license to operate and
emphasizing the strategic direction to deliver more sustainable long-term business performance.



Remuneration of the Board of Management

Main principles

The main principles of KPN's remuneration policy as described below are based on a balanced approach between market
competitive standards, the ratio between fixed and variable pay and the economic and social contribution of the company
linked to the non-financial parameters of the variable pay:

9 Paying at market-competitive level (considering all fixed- and variable components of the remuneration policy),
achieved through benchmarking against an employment market peer group;

i Pay-for-performance by driving financial and non-financial performance that generates long-term sustainable and
profitable growth. Target remuneration aims at 30-40% of pay in base salary and 60-70% in variable pay in order fo
maintain a strong alignment with the company’s financial performance goals and long-term value creationstrategy;

i Differentiating by experience and responsibility through alignment of the pay with the responsibilities, relevant
experience, required competence and performance of individual jobholders;

9 Balancing all stakeholder interests, incl. the views of shareholders and society (a.o. dialogue with Central Works
Council) by complying with best practices in corporate governance, defining fargets for the variable pay plans based
on financial- and non-financial targets and a fransparent and clear remuneration policy.

The Supervisory Board uses, most notably when reviewing the remuneration policy, scenario analyses to understand the
possible outcomes of the remuneration policy, considering factors such as the maximum pay-out of the short-term and
long-term incentives in case of stretched performance. In its review of the remuneration policy, the Supervisory Board
also considers the overall level of pay and pay differentials within the company.

The ratio between fixed and variable pay (pay mix)

The following pie charts represent the pay mix for both the CEO and the other members of the Board of Management in
case of ‘on-target’ performance and reflects the underlying pay-for- performance principles and market-competitive
reference of our remuneration policy.
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Pay ratio

KPN takes intfo account the infernal pay ratio when formulating the remuneration policy. KPN applies a methodology to
calculate the internal pay ratio that is IFRS-driven. KPN's internal pay ratio is calculated as the total CEO compensation
divided by the average employee compensation (total personnel expenses for KPN employees divided by the average
number of KPN FTESs). A pay ratio around 15 (in case no variable compensation is paid), around 35 (in case of on-target
performance) and around 55 (in case variable compensation is paid at the maximum level) is considered fo be a
reasonable reference for the bandwidth.

Employment market peer group

The employment market peer group is used as a reference to evaluate the overall market-competitive pay-level for the
members of the Board of Management and is regularly reviewed by the Supervisory Board to ensure that its composition
is still appropriate. The employment market peer group consists of Dutch-listed and European sector-specific companies
and its composition may be adjusted as a result of mergers or other corporate activities.



The following table shows the composition of KPN’s employment market peer group:

Akzo Nobel Telecom Austria
DSM lliad

Randstad Telia Company
Ahold Delhaize Telecom Italia
Philips Telenor

ASML Proximus
Signify Swisscom

Base salary

The base salaries are set at a market-competitive level faking into account the individual responsibilities, relevant
experience and required competences in line with the remuneration principles. Each year, the Supervisory Board reviews
the base salaries and decides whether circumstances justify adjustments. In considering base salary increases for
members of the Board of Management, the development of general CLA increases for KPN employees and general
movements in annual base salaries of the employment-market peer group will be used as an important reference.

Short-Term Incentives (STI)

General

The STl plan aims to ensure that the Board of Management is well incentivized to achieve company performance fargets
in the shorfer-term. At the beginning of each year, the Supervisory Board sets financial and non-financial target ranges for
the Board of Management, based on the company’s business plan. At the end of the year, the Supervisory Board reviews
the company’s performance against the target ranges. Members of the Board of Management are eligible for an annual cash
incentive only if company performance is at or above the predetermined ranges (i.e. threshold leveD.

The CEO can earn an on-target STI of 90% of base salary, with the maximum incentive pay-out capped at 135% of base
salary (i.e. 150% of the on-target leveD. For the other members of the Board of Management the on-target STl is equal to
60% of base salary, with the maximum incentive pay-out capped at 90% of base salary (i.e. 150% of the on-target level).

Any STI payments, after deduction of taxes, are paid for a maximum of 50% in shares if the share ownership guideline
levels have not yet been reached.

Financial targets (70% weighting)

The Supervisory Board selects each year a maximum of three financial performance measures and determines their
relative weightings. Tosupport the company’s strategic objective to aim for growth, in an organic and sustainable way and focus
on profitable growth segments, such performance measures are typically:

9 Profit-related (such as EBITDA-AL):
9 Cash-related (such as free cash flow);and/or
9 Revenue-related (such as total revenue or service revenue).

Performance against these fargets is measured based on the company’s financial records, as audited by the external
auditor.

Non-financial targets (30% weighting)

The Supervisory Board selects each year a maximum of three non-financial performance measures and determines their
relative weightings. To support our strategic focus o create sustainable customer value, be a human tech company where
our employees make the difference and regain/retain market share in a highly competitive Dutch Telco environment,
such performance measures are typically:

i Customer-related (such as customer satisfaction or customer loyalty);

1 Employee-related (such as employee engagement);and/or



I Market share-related (such as customerbase).

Performance against these targets is measured using internal and external survey- and benchmark data.

A circuit breaker is applicable as a minimum requirement for pay-out of the STI non-financial targets. If this minimum
requirement is not achieved, the non-financial targets of the STI will not generate a pay-out. The Supervisory Board selects
a specific target each year as circuit breaker.

In the event fargets are selected of which disclosing specific details requires providing commercially or otherwise sensitive
information, the specific details of the fargets will not be disclosed, but the company will strive to provide alternative
information fo help understand the outcome of the STI. In its remuneration report, the Supervisory Board will explain annually
which financial- and non-financial targets it has selected (including the weightings) and why, and how performance on
these targets will be measured.

Performance incentive zone

The target ranges for measuring performance comprise:

A ‘threshold’ performance level at which the minimum incentive of 25% of the on-target level is paid. Performance
below this threshold level is not generating a pay-ouf;

An ‘on-farget’ performance level at which the ‘on-target’ incentive is paid; and

A ‘stretch’ performance level at which the maximum incentive is paid (i.e. 150% of the on-target level).
The pay-out methodology is based on a separate pay-out for each of the financial and non-financial targets and a linear
calculation approach for performance between the incentivezones.

The Supervisory Board has the discretionary authority to recover variable pay awarded on the basis of incorrect financial or
other data. Discretion can be applied by the Supervisory Board if the outcome of the STI plan would produce an unfair
result or if the outcome would not be considered to reflect KPN's remuneration principles. In its remuneration report, the
Supervisory Board will explain if, why and how it has made use of its discretion.

Short-term incentive (ST plan at a glance:

Form of compensation Cash
Possible pay-out for maximum 50% in shares, if share ownership guideline levels have not yet
been reached

Value determination (on-target level) CEO: 90% of base salary
Other members Board of Management: 60% of base salary

Targefs Financial targets (70% weighting) are typically:
Profit-related
Cash-related
Revenue-related

Non-financial targets (30% weighting) are typically:
Customer-related
Employee-related
Market share-related

Separate pay-out for each of the financial and non-financial targets (linear calculation for
performance between the incentive zones). Circuit breaker applicable for pay-out non-
financial targets.

Scenario at or belowthreshold performance Performance at threshold level: 25% of on-target incentive paid
o Performance below threshold level: no pay-out

Scenario on-target performance 100% of the on-target incentive paid

Scenario maximum performance 150% of the ‘on-target’ incentive paid
- CEO: 135% of basesalary
- Other members Board of Management: 90% of base salary

Claw-back The Supervisory Board has the discretionary authority to recover variable pay
awarded on the basis of incorrect financial or other data



