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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: 28.10.2011
Subject: Financial Statements for the third quarter of 2011
Dear Sirs/Madams,

In accordance with Articles 157, 160 and 164 of the Law on Securities, related to the reporting
obligation for the third quarter of 2011 of Makedonski Telekom AD - Skopje, enclosed is the
complete material for the third quarter of 2011, which includes:

1. The consolidated and non-consolidated unaudited income statement and the analysis
of the consolidated and non-consolidated operating profit/loss prepared in accordance
with the International Financial Reporting Standards (IFRS),

2. Explanations on the operation of Makedonski Telekom AD - Skopje for the third quarter
of 201 1(the same refer to the consolidated and non-consolidated unaudited income
statement);

3. Statements for info accuracy.

In accordance with the respective bylaws, the complete material for the third quarter of 2011
shall be posted in an electronic format on the website of the Securities and Exchange
Commission through the respective module.

Yours faithfully,

0 e o T NP

“Viake A0H
Oliver Kosturanov I:AILB-K"-"AWMW Daniel Szasz 2|l

President of the Board of Directors Chief Executive Officer
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Mukednnski Taltkom AD Skopji

Oree Nikalow bl 1000 Skopja
To: Securities and Exchange Commission of RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: 28.10.2011
Subject: Explanation on the operation of Makedonski Telekom AD - Skopje for the

period from 01.07.2011 until 30.09.2011

The following analysis refers to the consolidated financial reports of the Makedonski Telekom AD -
Skopje Group, which includes Makedonski Telekom AD - Skopje, T-Mobile Macedonia AD Skopje and
the e-Makedonija - Skopje Foundation.

During the third quarter of 2011, the sales revenues at Group level decreased by 10.2% compared to the
same period in 2010, mainly due to the decrease in the revenues from the mobile segment compared 1o
the same period of the previous year.

The vaice revenues In the fix segment services decreased due to the decreased number of fixed line
customers by 8.5% compared to the same quarter of the previous year, resulting in a customer base of
318 thousand at the end of September 2011 and a decrease of the outgoing traffic by 6.7% amounting
to 191,757 thousand minutes in the third quarter of 2011. However, Makedonski Telekom has managed
to maintain its leading market position with a market share of 77% (estimated internally) in the fixed line
segment with internet broadband market share of 57% (estimated internally), The revenues from intermet
and digital television via Internet protocol (*IPTV") decreased by 2.1% compared to the third quarter of
the previous year. The locus on the double and triple play packages resulted in an increased number of
DSL customers by 8.5%, resulting in DSL customer base of 157 thousand at the end of September 2011
Makedonzki Telekom, with its IPTV service, entered as a challenger on the market already dominated by
the CATV providers. However, due to the high quality service, the interactivity and the unique TV
experience, Makedonski Telekom achieved an increase of the number of IPTV customers by 51.0%
compared 1o end of September 2010, amounting to 35 thousand at the end of September 2011,

The mobile revenues decrease is mainly a result of the intensified competition, especially in the prepaid
and the business segment. The decline in mobile revenues is mostly due to the decrease in the voice
retail revenues, mainly as a result of the slight decrease in the subseriber base resulting to 1,204
thousand subscribers at the end of September 2011. In addition, the Average Revenue Per User [ARPU)
decreased by 6.5%. This decrease is partly compensated by the increased revenues in Voice wholesale
and alsa the increase in Mobile internet servicas, which remains our focus with continuous infroduction
of various promotions, innovative internet based services and newest smart phones on the market.
Mevertheless, even with this strong price competition, T-Mobile Macedonia has maintained its leading
market position with a market share of 50.3% (estimated internally).

On the cost side, during the third quarter of 2011, the operating expenses declined by 4 5% compared
10 the same period in 2010, The decline is mainly resulting from the decrease in the caption Services.

The above-stated movements on the revenues and costs side resulted in a decrease of the net profit for
the third quarter of 2011 by 18.2% compared to the same period of the pravious year, resulting in a net
profit of MKD 1,542,768 thousand,

Makodonsks Tebekam AD - Skogje 1
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On 13 February 2006 Magyar Telekom Pie, {("Magyar Telekom’) the controling owner of the Company, wa
Stanebridge Communications AD - Skagje (under liquidation), majority shareholder of the Campany, announcec
that {t was fmestigating cerain contracts entered imo By ancther subsidiany of Magvar Telekom fo determine
whether the comfracts were entered info in violation of Magyar Telekom's poficies or the applicable laws or
reguiations, Magyar Telekam s Audlit Committee retained Winite & Case as its independent legal counsel to conduct
the internal investigation. Subsequent fo 1his, on 19 Februay 2007, the Board of Directors of the Company, based
on the recommandstion of the Audit Commiltee of the Company and the Audit Committes of Magyar Talskom,
adopied a resalution to condust an indepandent infarnal investigation regarding certai cantracts in Macedonia
For further information abou the internal imestigation, plaase refer fo the financial staternents af the Campany lor
the yearended 31 December 2010,

According o the information provided fo the Company by Magyar Telekom, on 2 December 2009 the Audiy
Committee of Magyar Telekom provided Magyar Tetekom s Board of Directors with & “Report of lnvestigation fo the
Audlit Commiliee of Magyar Telekom Ple." dated 30 November 2009 (the “Final Report™). The Audit Commitiee of
Magyar Telekom indicated that @ considers that, with the delivery of the Final Report based on the currentiy
available facts, White & Case complated ifs indapendlent internal investigation.

Accarding to the infarmation provided to the Company by Magyar Telekom, the Final Report includes the following
findlings and conclusions related to Magyar Telskom's Macedonian afifates, hased upon the evidence available fo
the Awelit Committes of Magyar Tefekom and its counsel:

= As previously disclosed, there s evidence that cerfain former emplovees infentionally destroyed documents
redating fo achivities undanaken in Macedondia by Magyar Telekam and ifs affiliates,

= Between 2000 and 2006, a small group of farmer senfor execulives af Magyar Telekam and Magvar Talekom s
Macedonian alfilates, authorized the expenditure of appraximately EUR 24 milion thiough over twenty
suspect consultancy, lobbying, and ather confracts (including certain contracts between Magyar Telekom and

its subsicianies, on one hand, and affiliates of & Cyprus-based consulting company, on the other hand) The
Final Report concludas thar “the available evidence does mot esiablish that the contracts under which these

expendifures were made werg legiimate,
- “The evidence shows thal, confrary 1o their ferms, 2 mumber of these contracts were underaken to obtain
specilic reguiatary and otler benefits from the government of Macedoni. The Companies generally received
ihe benefiis sougft and then made expenditures under one or more of the suspect confracts.  There i
avifence that the remaining contracts were alsa Miegitimate and created & pool of funds available for pipases
offer thar those stafed on the face of the agreemeanis.
- In enfgring info these confracts and aporoving expenditures under tham, the former senior avecufives
knowmngly caused, situctured, or approved fransactions hat shared most or all of the following characteristics:
- intentional cireumvention of infermal camtrols;
- fake and misieading corporate docurments and records,

- ek of due diigence concerning and failire to monitor the performance of coniractors and agents
K1 EHELMSIANCES carming & high rsk of coruption,

- lgck of evilence of performance; and

= expendiiures that were nof for the purposes stated in the coniracts under wiveh they were mads. but

were father intended fo oblain benefits for the Magyar Telekom subsidiaries that could only be
conterred by government action.

- The finaf Report states that "the Investigation did not uncover evidence showing receipt of paymemnts by any
Macedoman govemnment officials or political party officials.” However, the counsel of Magyar Telskom s Audif
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Committee did not have access fo evidence that would allow it to identify the wiimate beneficiaries of these
expandiures.

As previausly disclosed, Magyar Telekom has laken remedial measures fo address sues previously identified by
the indlapendant investigation, including steps designed ta revise and enhance Magyar Telekom Group s internal
controls, &s well as for establishing the Corporate Comphance Program, According fo the information provided (o
the Company by Magyar Telekom, due fo these measures, no mogifications to the Corporate Compiliance Frogram
wire viewed as necessary in respanse fo the Finafl Repart. This conclusion has been discussed with the Audit
Committee of Magyar Telekom, The Audit Committee of Magyar Telekom has not made recommendations eithet
relating fo Magyar Telakom's compliance program or fo the infermal coninols,

i relation fo the isuance of the Final Report and the information provided fo the Campany by Magyar Telekom, in
January 20110, the Chairman of the Company s Board of Directors requesied thirdpariy legal and tax expertise for
the assessment of the polential accounting and iax implications ansing from the fransaciions condicted by the
Company and its subsidiary subject to the Firal Repart.

The extemal axperts prepared reports (the “Reporis”) on their assessment and submitted the Reports o ihe
Chairman of the Company's BoD and the Management of the Company and iis subsidiary accardingly. As a resul,
Based on the analisis of the fax and fegal experts and the information available to the Management related to the
Iransaciions sulyect to the Final Report, an amount of MKD 248,379 thousand has bean identified as patential tay
impact flogether with the related penally inferesi) as of 31 December 2009, arising from the fransactions conducted
by the Company and its subsidiary subject to the Final Repart. In 2010, the amount related to the identified potentis!
tax impact (together with the relsted penalty interesy) amounted fo MKD 261,834 thousand, ouf of which MKD
297 972 thousand, related o the Company, were paid in 2010 upon an executive decision issued by the Public
Hevenue Office. In addition, the valie of one contract of MKD 105, 147 thousand, capdalised within treasuy shares,
i now comected and accourtad for a5 though these payments hadl heen expensed in 2006 rather than capitalized
as part of treasury shares, as onginally reported. The other confracts thal were identified fn the Final Report and the
reports of the fax and legal expeds related to transactions undertaken by the Company and its subsidiary were
expensed in the related periods (2001-2007)

I May 2008, the Ministry of Interior ("Mol”) ef the Republic of Macedonia {"FoM?) submitted fo the Company an
official written request for information and documentalion regarding certain payments for consultancy services anf
advance dividend as well as ceriain procurements and contracts, I June 2008, the Company submitted copies
from the requested docurments. In the same pefiod, T-Mabile Macedonia also recefved similar requesis for the
submissian of cenain documentation fo the Minitry of Intarior of FoM, which documentation was subrmitfed
accardingly

in Octaber 2008, the Investigation Judge fram the Primary Court Skapje 1 - Skepge (the criminal court), issued an
afficial writien order fo the Company to handover cenain ariginal documeniation. Later, in October AN08, the
Company officially and persanally handed over the requested documentation, Adetitional Mol waitten roquasts were
subwmitied and the Company provided the requesied documentation.

We understand, based an public information available as of 10 December 2008, that the Mol Orgamized Crime
mmsmmm:a:mmrmmmmdmmmmcmwu with a
proposal to being eriminal chatges against Attila Szendrad (former CEO of Makedonski Telekom AD- Skopje) Rolf
Plath {former CFO of Makedonski Telekam AD - Skopje) Mihail Kelloyannis (former member of the Board of
Diractors in Stonetvidga and former member of the Board of Directors in Telenacedoma) and Zoltan Kisjuhdsz
rmcmdmmwmwmmwmmwmmmmmdmﬁm; Talakom
AD- Skopje), on aceount of 4 reasonable doubt for a committed criminal act These individiuals are proposed to be
charged with having committed *abuse of office and autharzations " i their pasition in Makedanski Telekom AD -
Skapye by concliding consultancy coniracts for which thers was no intention or need for any sefvices it Ferm.
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The Frmary Court Skogie 1 in Skagle, investigative Department for Orgamized Crime, deliverad a summons to the
Company in conmection with the criminal charges against the above stated persons and asked for a stalerment as fo
whether the Company sulfered any damages on the basis of the said consultancy confracis.

After several postponements of the court hearing related to the investigation procedure handled in the Frimary
Court Skagfe | Skogie, at the hearing hakf on 13 Aordt 2008, the representatives of Makedonski Telekarm AD
Skopje declared the position of the Company that taking into consideration the ongoing independent intermal
imvastigation conducted by White & Case, approved By the Company’s Boll #t was prematire fo presnnounce any
damage which may be caused by means of the implementation of the mentioned contracts or with reference fo
them. Lipon the completion of the independent intarnal imvestigation, the Company will inform the court an its final
position in respect of the possible damage and the criminal prosecution of the aceused persans. On 8 Apl 2010,
e Company received a notifcation from ihe Bureau of Judicial Expertize that based on the order of the Primary
Court Skope | Skagfe the Bureau would perform expertise on the case. The expertise was performed an 11 May
2010 and the expents from Minsiry of Austice of the Repubiic of Macedonia - Cowrt Experiise Office - Skopfe,
asked for some additional documents from Company in order fo prepare the expentse. The Company recenved a
notification from the Court Expertise Office - Skopje that the axpertice would continue on 18 Octaber 2010, The
experts asked for addwonal information related fo ceramn agreements concluded fn 2005 and X006 and the
related imoices. The Company collected and submitted the requested information/documentation e the Court
Exportize Office on | November 2010, On 14 March 2011, the Company, through ite counse! fthe Law Firm
Polenak), receved from the Prmany Cour Skogie 1 a copy of the “Finding and Opinion’, dated November 2010,
asued by the Bureaw of ludicial Expertize to the Prmary Court Skopje T as a result of the expertise procedure. The
“Finding and Opinion* addresses and contains conclusions regarding five confracts enfered infe with Chapfex and
Cosmoteleo in 2005 and 2008 and formedly reviewed by the Avalt Commitiee of Magyar Telekom. The “Finding
and Opinion” concludes thal based on these contracts, expenditures i the amount of EUR 3.975 million were
made by the Company and Stonebnidge to Chaprex “without evidence for performed senices T accordingly, the
shareholders of the Company and Stongbridlge, in the proportion of their shareholding, suffered damages in the
aforementioned aggregarte amaount as result of decreased proceeds for tfe payment of dividand in 2008 and 2006,
The Company undersiands that the Public Prosecutor will consigder whether fo bring an dccusation act agamst lhe
above cited individuals i fhis case.

We have hecome aware of no information as a resulf of a request from any reguilators ar other extemal parties, ofher
than g deccnbed above, from which we have concludad that the financial staternents may be missiated, inclading

also the effects of 8 possible Mlegal act
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Daniel Szasz
Chief Executive Officer
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CONSOLIDATED INCOME STATEMENT ACCORDING TOIFRS (BY COST NATURE)

Company MAKEDOMSK] TELEKDM, J0INT STOCK COMPANY FOR ELECTRONIC COMMUNICATIONS - SKOPIE
Reporting period 01012011 - 30.09.201 1 - consolidated | 1D number 516660
{in thousands of MKD}
| Pravious year Canrreent yeas Indices
| Cumulative Gurrent Cumulative Cument Comparedto | Gompared io
Ha, Hem fromm the quarter from the quaner the previous tha pravious
| beginning of beginning of year quiarir
i year the year
1 | OPERATING INCOME 13,251,431 4,560,765 11,891,720 4,096,370 | 50 B0
2 | Sales revenuas 12,887,128 4,506,833 11,791,820 4047423 9 0 |
2a | Domestic sales revenus 11,712,643 4,000.291 10,446,493 3553, 707 Ba ]
i 2 FEI'Ei-ﬂ'II sales rovenue | 274 485 506,542 1, 345327 493,716 106 a7
| Changes in the steck of finlshed products and
3 | wodk in progress - . - - -
4 | Other opasaling income 264,300 53932 1,900 AR,947 [ o
4 | OPERATING EXPENSES (8,322,444} (2,714.364) {7 B40,TRS) [2.591,130) 34 ]
G | Coslvalue of frads goods [ 10481 48] 1311,232) (101,787} (313,430 ] 101
7 | Matetials, small ivvantory and services [A.563.861] [1,174,436) (3,291,736} (1067 3431 g2 al
Ta | Raw muptarials and small evantory (5, E35) {17.023) (55,0651 {16,748) 108 48
Th | Senvices (3.504, 2261 [1,167.413) (3,736,661} (1,050,595} g2 a1
Changes in the stock of finishad produwcts and
8 | work in prograss - - - :
9 | Employee-talatad costs {1,174,363) [4005,198) (1,174,587} {386,581 100 95
10 | Depreciation, imnfﬂmﬁnﬂ and provisions (2,337,184} (757,430 2,258, 285) {778,418} 97 103
10a | Depraciation (2,230,843 [F44,448) {2.348,621) (775,885 105 104
| 10b | Impairment of fixed assels [4,761) {139 [4.853) (1.323) 102 452
| 10c | Provisions for costs and risks {101,780} {12,843) 45,160 [210) {94} 2
11 | Other sperating expenses {188,887} {686,068) 164,390 45.280) 42 £
12 | OPERATING PROFIT/LOSS 4,928,507 1,846,401 4,150,935 1,505,240 B4 B2
13 | Financial incoma 2,780 £ 3,281 - 1
Income fram imyestments, loans, interest and
14 | F¥rate movemenls 288,554 54,723 174,080 3,550 [ 04
15 | Other financing income - -
16 | Financial expenhses [100) 150 -
Expenses for interest, FX rate movoments and
17 | similar expenses (76,310} 9,325 (34,525 {23,022 45 247
18 | CHhes financing expenses - - . :
18 | Profii/loss from regular operations before fax 5,144,221 1.001,748 42037171 1,542,168 83 L3
20 | Income tax (43,307} 15,342 - . -
21 | Met profitfloss after tax 5100914 1886407 4,283,771 | 542,768 4 B2
22 | Minority interest - - - .
73 | Net profif/loss for the fiscal year 5,100,914 1,686,407 293,71 1.542,768 7] R |

-awmn® l'hTw S%A“
Ma&e,ﬂbﬂW

Exscutive Officer
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ANALYSIS OF CONSOUDATED OPERATING PROFIT/LOSS ACCORDING TOIFRS (BY COST NATURE)

MAKEDONSK TELEKCM, JOINT STOCK COMPANY FOR ELECTRONIC COMMUNICATIONS - SKOPIE

Compary
Reparting period 01012011 - 30.08.2011 - consolidated [ 10 number 5168BE0
(in thousands of MKD)
Presious year Curment year Indices
Cuprmlative Curment Cumulstive Current Compared to Compared o
No, Hem from the uArtEr from the quarter the provisus the previous
beginning of beginning of year quarter
the year the year
| | Sales revpnues 12,887,128 4,506,833 11,791,820 4047 423 il a0
2 | Other operating incoma 4, 303 53,932 190,800 48547 i 1
W 3 | Cost value of goods and srvices sokd [1,048,1 48] 311,232 1.031,797) (313,450 i 1
Changes in the stock of finished products and
4 | wark in progress - - - - -
5 | Rawmaterials, materiaks and small inventory [54,635) {14,023} [55.065) | 16,748} 101 b
fi | Impairment charges |74,435) [35,125) (34,638) [7.108) 47 20
7 | Employesrelated cosis {1.174,363] {405,198} {1,074.587) {306,581) 100 5 |
A | Sales costs [2.561,455] (831,573 (2515:834) (B53.368) 4B 103
0 | Guosts lor sendces provided by other parties [3,280,184) {1,083, 131} {2.874,154) (974,302 a1 *
10 | Other oparating expanses. (129.213) (31,082) {54.605) [38,504) 42 127
:r_n OPERATING PROFIT/LOSS 49280987 1,845,401 4,150,835 1,505,240 B B2 |
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To Securities and Exchange Commission of RoM
— 26 Dimitrija Cupovski, 1000 Skopje
Date: 28.10.201
Subject: Explanation on the operation of Makedonski Telekom AD - Skopije for the

period from 01.07.2011 until 30.09.2011

The following analysis refers to the stand-alone financial reports of Makedonski Telekom AD - Skopje,

During the third quarter of 2011, the sales revenues mark decrease of 6.7% compared 1o the same
period of the previous year. The voice revenues decreased due 1o the decreased number of fixed line
customers by 8.5% compared 1o the same quarter of the previous year, resulting in a customer base of
318 thousand at the end of September 2011 and a decrease of the outgoing traffic by 6.7% amounting
to 191,757 thousand minutes in the third quarter of 2011, However, Makedonski Telekom has managed
to maintain its leading market position with a market share of 77% (estimated internally) in the fixed line
segment with internet broadband market share of 57% (estimated internally). The revenues from internat
and digital television via Interet protacol (“IPTV") decreased by 2.1% compared to the third quarter of
the previous year. The focus on the double and triple play packages resulted in an increased number ol
D5L customers by 8.5%, resulting in DSL customer base of 157 thousand 4t the end of September 2011,
Makedonski Telekom, with its IPTV service, entered as a challenger on the market already dominated by
the CATV providers. However, due to the high quality service, the interactivity and the unique TV
experience, Makedonski Telekom achieved an increase of the number of IPTV customers by 51.0%
compared o end of September 2010, amounting to 35 thousand at the end of September 2011,

On the cost side, the operating expenses remained stable in the third quarter of 2011 compared 1o the
same period of the previous year,

The above-stated movements resulted in a decrease of the net profit for the third quarter of 2011 by
22.3% compared to the same period of the previous year, resuling in net profit of MKD 459,899
thousand.

On 13 February 2006, Magyar Telekom Pl ("Magyar Telokom®)| the controling owner of the Company, via
Stonebvidge Communicaiions AQ - Skopfe funder lguidaion) majoriy shareholder of the Company, announced
that it was investiganing cerain confracts entered into By ancther subsidiary of Magyar Telokom fo determine
wihelhier the cantracts were entered into in violation of Magvar Telekom's policies or the applicable faws or
reguiations. Magyar Telekom s Audlt Committes relained Wiite & Case as its independent legal counsel to conduct
fthe infernal ivestigation. Subsequent to this, on I8 February 2007, the Board of Directors of the Company, based
on the recommendation of the Audit Commitiee of the Company and the Avdit Committes of Magyar Telekom,
adapled a resolution fo conduet an independant infernal investigation regarding certain contracis in Macedania,

For further information abowt the intermal imvestigation, please rafor to the fnancial statements of the Campany for
the year ended 31 Decamber 23710

Accarding fo the information provided to the Company by Magyvar Telakem, on 2 December 2008 the Audit
Comemittee of Magyar Telekom provided Magyar Telekom’s Board of Directors with 2 *Report of lnvestigation to the
Audit Committee of Magyar Telakam Ple. " dated 30 November 2008 {the “Fing! Report™) The Audit Committee of
Magyar Telekom indicated that i considers thal with the defivery of the Final Report based on the currently
availabie facts, White £ Case completed its independent infernal imvestigation.
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According fo the information provided to the Company by Magyar Telekom, the Final Report includes the fallowing
finefings and conclusions related fo Magyar Telekom s Macedonian alfilafes, hased upon the svidence avaiabile lo
the Audit Committes of Magyar Telekom and ifs counsel

- As previously disclosed, there is evidence thet certain former empioyess intentionatly destroved documents
ralating to sctivities undertaken in Macedonia by Magyar Telekam and its affiiates.

- Betwoan 2000 and 2006, a smail group of former seniar executives af Magyar Telekom and Magyar Telpkoms
Macedonian affiliates, authorized the expendiiure of approximately ELIR 24 milion through over fwenfy
suspect consultancy, lobbing, and ather confracts {including certain contracts between Magyar Telekom and
ite subsidiarias, on one hand, and affiiates of a Cyprus-based consulling compady, on the other handl The
Final Report concludes that ‘the availabie evidence does nol establish that the confracts undar which these
expenditutes wera made were legitimala. "

- “The evidance shows thal, conirary fo their ferms, a number of these confracts wera Lriderfaken fo obiamn
specific reguiatory amd other benefits from the government of Macedonia. The Companies gensrally recened
;mmm;m@wmmmmmmmdﬁmwmofm;wpm contracts.  There &
avifance that the remainimg camfracts were ako flagitimate and created 3 pool of funds avaidahile for purpases
ather than those stated on the fce of the agresments.”

- In enfering info these confracts and approving expendifures under them, the former semior executives
knowingly caused, struchured, o appraved transactions that shared most or all of the following characlenstics.

- infentional circumvention of intemal conitels:

- false and misleading corporate doctments and records;

- fack of due diligence concarming and faikie fo monitor the performance of contractars and Agents
in circumstances camyving a high risk of carmuplion;

- ek af evidence of perfarmance, and

- e;wndﬁm#wmmfmﬁmwymmmﬂmmmmdﬂmmmmmbu.r
were rather infended to obiain benelils for the Magyar Telekom subsidianes that could only be
conferred by govermment aciion.

- The Final Repart states that “the Investigation didd not uncover evidence showing receipt of paymenis by any
Macedonian govemment officials or politcal parly oficials. * However, the counsel of Magyar Telakom's Aualt
Commitiee did not have access la evidence that would allow it to identily the ultimafe heneficianes of these
expandiures.

As praviousiy disclosed, Magyar Telekom has laken remedial measures o sddress issues previously identiffed by
the independent investigation, including steps designed to revise and enhance Magyar Telekom Group's miernal
conirols, as well as for estabiishing the Cotporafe Compliance Frogram Accarding to the information providsed fo
the Campany by Magyar TmmmemmMﬂMmmﬂwmmGWaw
ware viewed as necessary in response 1o the Final Report. This conclusion has been discussed with the Audit
Gammittee of Magyar Telekom, The Audit Committee of Magyar Teiekom has nor made recommendations either
relating to Magyar Telekam s compliance program of 1o the infemal controls,

In relation fo the issuance of the Final Report and the infarmation provided to the Company by Magyar Telekom, i
danuary 2010, the Chairman of the Company's Board of Direciors retuestad third-party lagal and fax expertise for
mammnmmmammmmmﬂmmmmmmmmmmmm conducted b the
Cormgany and its subsidiary subject fo the Final Report.

The external expars prepared rapons (the “Reports’) an thelr assessment and submited the Reponts 1o the
Chatrman of the cmysmmmmwwmmymmmmykamm
hased on the analysis afmMWWExmmmmmamﬂhmwmmerMmm
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Wansactions subyisct fo the Final Report, an amovnt of MKD 216,577 thousand has been identified as potential tax
impact {fogether with the related penally interast) 4s of 31 December 2009, anishg from the fransactions conducted
by the Company subyect to the Final Report. n 2010 the amount related fo the idemtified potential fax impaci
{together with the related penally interest) amounted fo MKD 227,972 thousand, which were paid in 2010 upon an
exgcutive decision issued by the Public Revenue Office. In addlition, the walue of ane confract of MKD 105 147
thousancl, capitalized within tregsury shares, & mow comecled and accounted for as though these payments had
been expensed in 2006 rather than capitalizet as part of freasury shates, as onginally reported, The other contracis
that were idenfified in the Final Report and the reports of the tav and legal experts related o iransaciions
undertakan by the Company were expensed in the relaled periods (200 1-2007)

in May 2008, the Ministry of Interior { "Mol”) of the Repubiic of Macedonia {“RoM") submitted fo the Company an
official written request for information and documentation regarding certain payments for consultancy sevices and
advance dividend, as well as cenain procurements and confracts, fn June 2008, the Company submitted copies
from the requested documents. In the same period, T-Mobile Macedonia alse received similar requests for the
submission of cerain documentation fo the Minity of Interior of RoM wivich documentation was submitiod
accordingly.

In October 2008, the lmvestigation Judge from the Primary Gourt Skagje | - Skopre (the criminal count), ssved an
official written order fo the Company to handover cedain origingl documentation, Later, in Ociober 2008, the
Campany officiall and personally handed over the requested docurnentation. Additional Mol written reguests were
submitted and the Company provided the requested documentation,

We undersiand, based on public information avaitable as of 10 December 2008, that the Mol Organized Crime
Department submitted the fites fo the Basie Publie Prosecution Office of Organized Crime and Comuption, with &
proposal to bring crimingl charges against Attia Szendvel (former CEQ of Makedonski Telakom AD - Skopie), Rolf
Plaih flormer CFD of Makedonski Telekom AD - Skogie) Mihai Kefalovannis fformer member of the Board of
Birectars in Stonabridge and former member of the Board of Directors in Telemacedonia) and Zoltan Kisjuhdsz
{formar CEC of Stanebrnidge and former nor-exacutive member of the Bosrd of Directors of Makedonski Telekom
AD- Skopyel on account of a reasonabla doubt for 8 committed crimingl act. These individuals are proposed to be
charged with hiaving committed “abuse of office and authorizations " in their position in Makedonski Telekom AD -
Skopje by concluding consultancy confracts for which there was no fnfertion or need for any senvices in refurm,

The Primary Court Skagie 1 in Skagje, Investigative Department for Orgamized Crime, deliverad a summons to the
Campany in connection with e crimingl charges agains! the above-stated persons and askad for 2 statemeant as fo
whether the Company sulfered any damages on the basis of the said consultancy contracts.

Aftar several postponements of the court hearing related to the investigation procedure handled in the Primary
Cowt Skoppe | Skopre, af the hearing held on 13 Aprll 2009, the representatives of Makedonski Tedekom AD
Skopje declared the pasition of the Company that laking info consideration the ongoing indepandant imernal
imvestigation conducted by White & Case, approved by the Company’s Bol, it was premature 1o preannounce any
damage which may be caused by means of the implementation of the mentioned contracts or with reference fo
tham. Upon the completion af the independent inferns! investigation, the Company will inform the court on its final
pasitian in respect of the possible damage and the criminal prasecution of the accused persons. On 9 Aprlf 2010,
the Company received a nofification fram the Bureaw of Judicial Expertise that based on the ordier of the Primary
Court Skopfe ¥ Skogje the Bureay wouwld perform expertise on the case. The expertise was performed on 11 May
2010 and the expers fram Mingty of justice of the Republic of Macedomia - Cowrt Expertise Office - Skopye,
asked for some addlitional documents from Company in arder to prapare the expertise. The Company received a
noiification from the Cowt Expertise Office — Skopje thar the expenise woulkdl continue on 18 October 2010 The
axperts asked for addiional infermation refated fo certain agreemenis concluded in 2005 and 2006, and the
related invoices. The Company collectod and submdied the requested mformation/documentation i the Court
Expertise Office on | NMovember 2010, On 14 March 2011, the Company, through its counsef fthe Law Firm
FPolenak), recenved from the Primary Court Skogie 1 a copy of the “Finding and Oinion”, dated November 2010
issued by the Bureau of Judicial Expertise fo fhe Primary Court Skaoye 1 as a resulf of the expertise procedurs, The
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“Finding and Opinion” addresses and comaing conclusions ragarding fve confracts enferad info with Chaptex and
Cosmotelco in 2005 and 2008 and formenly reviewed by the Auvdit Committee of Magyar Telekom. The “Finding
and Opinion” concludes that, based on Whese contracts, expenditures in the amount of ELIR 3875 million were
made by the Company and Stonebeidipe fo Chaptex “without evidence for performed sernvices  accordingly, ihe
shareholders of the Company and Stonetaiage, in the proportion of their shareholding, sulfered damages in the
aforamontioned aggregate amaunt & result of decreased proceeds for the payvment of dividend in 2005 and 2008,
The Company understands that the Public Prosecinior will consider whether fo bring an accusaiion act against the
above cited fndiidials in this case

We have become aware of ne information as 8 resulf of 2 request fram any reguiaiors or other exfernal parties, other
than as descrbed above, from wiich we have concluded that the fnancial statements may be rvsstated, fincluding

afso the effecis of 2 possible Wagal act.
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Chief Executive Officer
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NON-CONSOLIDATED INCOME STATEMENT AGCORDING TO IFRS (BY COST NATURE)

| Company MAKEDCNSK] TELEKOM, JOINT STOCK COMPANY FOR FLECTRONIC COMMUNIGATIONS - SKOPIE
" Reporting period 01002011 - 30092011 - nen - consalidated | 1D number i 5168660
[in thoussands of MED)
| Previous yoar Current yesr Indices
Cumilative Currant Gumulative Gurrent Compared to | Compared to
Mo, Item from the qusrtar from the quarter the previous | the previos
beginning of beginning of year quartar
the year the yeer
1 | OPERATING INCOME 6,461,215 2,203,307 6,214,559 2,040,730 % a3 |
2 | Sales revenues 6,270,457 2164 680 003,058 20020254 97 93
28 | Domesbc sales ravenusa 5,287,162 1,761,543 48548185 | 614967 o i
2b | Forgign sales revanue ag1.2495 402 /37 1,138,873 405287 & 1ar
Changes in tho stock of finished prodects and
3 | work in progress - - - z
4 | Other oparating incoma 182,758 3662V 121,501 20476 i3] 53
§ | OPERATING EXPENSES {4,858,750) (1,649,659) {4,809 581) {1,604,704) 93 a7
___§ Cost value of trade goods (@77 002} (74,260} 1263483 (BT21) 85 an
7 | Materials, small imvantony and sanvices 12.463,181] [B49,955) [2424.273) [B24.371) 98 a7
Ta | Raw ials and small invantony {33,353) (10,455} {36,405) {12, 668) 108 121
ih | Sendcas {2,429 528 (R39500) | (2.387.868) (811,703} L] g7
Changes in the stock of finished products and
B | weoek in progress : 3 - - :
9 | Employesselated cosls (735,042 {266, T.36) (195377} [253.058) 100 45
10 | Depeciation, amonization and provisions {1,242.110) (476,612 [1,341,715) [42641) 108 104
e | 10a | Depreciation {1,241,856) [426,600) {1,338,364) [441.441) 108 m
G‘ 10b | Impaimeant of fixed assets [154) {12 [3.351) (1,200} 2178 10,000
10c | Provisions for costs and risks . . = : X
11 | Other operating expanses {B1.455) [32.067) 15,267 (16,503} {E]] M
12 | OPERATING PROFIT/LOSS 1,602 425 553,648 1,404,978 436,028 ] 71
13 | Financial incama 4,021,920 - 3.746.235 2]
Income from imvestmants, loans, inferest and
14 | FXrate movermans 194317 45,820 130693 41,206 i1 4
15 | Dther financing incoma - . = : -
16 | Financial expensas
Expensas for interest, FX rate movemenls and
17 | similar expenses [17.102) (4,696 [2.122) [19.£13) 129 413
18 | Other financing expornses 3z g 1
19 | Prafiyloss from reguiar operations befoss tax 5,801,560 S TT2 5,250,784 458899 8 i
20 | Income tax it 1.006) {2.580) E
21 | Met profit/loss alter tax 5,790,554 592,182 5,250,784 459 859 81 8
22 | Minority inarest - - : *
23 | Mat profitfloss for the fiscal year 5,790,554 582,182 5,250,784 458,809 g1 I

ll‘-'-
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ANALYSIS OF NON-CONSOLIDATED OPERATING PROFIT/LOSS ACCORDING TO IFRS [BY COST NATURE)

Comparmy MAKEDONSKI TELEKOM, JOINT STOGK COMPANY FOR ELECTRONIC COMMUNICATIONS ~SHORIE
Reparting period 01.01.2011 - 30.09.2011 - non - consalidated [ 10 numbser 5168660 |
[in thoussnds of MKD)
Previous year Currant year Indices
Cumulative Curment Cumulative | Cument Comparedto | Compared to
M, lem from the quarter from tha quartar the previcus | the previous
heginning of baginning of year uarter
the yaar the year -
| | Sabes mvenues 6278457 2,164, 6R0 5,093,056 2.020.254 a7 83 |
2 | Dther operating incoms 182,758 w27 121,50 2475 ] 53 |
3 | Costvalun of goods and senvices sold (277,002) (74,280} {?63.483) {67231} a5 | a0
Changas n the stock of finished products and '
4 | waork in progress . = - - -
5 | Raw materials, matenals and small inveniory (43,353} (10455 {36.40%) {12 668) 108 121 |
fi | lmpairment chirges {17.609) {17807 22,736 9,343 {124} {52}
7 | Employse-related costs {T95.042) |266,736) [795,37T) {253, 558) 100 _ 85 |
& | Sales cosis 11,397,105} (474,858) {1,511,371) {489, 748) 108 103
9 | Costs for services provided by offer panies [2274,679) 791,242 (2.214,862) (783,257 a7 a5
10 | Othar operating expanses [LERCEY] (14,272 [10,818) (27,045} 17 189
11 | DPERATING PROFIT/LOSS 1,502 425 553,648 1,404,578 436,006 BE 78

Chief Executive Officer
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: 28.10.2011
STATEMENT

In accordance with the Law on Securities of the RoM as well as the respective by-laws |, Daniel
Szasz, Chiet Executive Officer of Makedonski Telekom AD - Skopje hereby affirm that the
complete delivered malerial for the third quarter of 2011 prepared on consolidated basis is
accurate and reliable.

On 13 February 2006, Magyar Telskom Pie. (“Magvar Telekom”) the confralling owner of the Company, via
Stonebridge Communications AD - Skape funder fquidation), meyority shareholder of the Company. announced
that it was imvestigafing certain coniracts enfered fmfo by another subsidiary of Magyar Telekom to determing
whather fhe contracts were enfered info fn vislation of Magyar Telekom’ policies or the applicable faws or
reguations, Magyar Telekom s Audit Commiitee retained White & Case as is independent legal counsel to condict
the internal imestigation, Subsequent fo this, on 18 Febriaty 2007, the Board of Directors of the Company, based
on e recommendation of the Audit Comeittee of the Company and the Audlt Committee of Magyar Telekom,
adopted a resalution o conduct an independeant infernal investigation regarding cerfain confracts in Macedoma,

For further information aboul the infernal investigation, please refer fo the Fnancial statements of the Company for
the year ended 31 December 2010

According fo the information provided fo the Company by Magyar Telekom, on 2 December 2009, the Audl
Committas of Magyar Telekom provided Magyar Telekom's Soard of Directors with a *Report of fnvestigation fo ihe
Auctit Comemittee of Magyar Tetekom Fle." dated 30 Novernber 2009 fthe “Final Repart”). The Audit Commitiee of
Magyar Telekom indleated thar it considers thal, with the delvery of the Final Report based on the currently
avalable facts, White & Case completed s independent infernal investigation.

Accaording to the information provided to the Company by Magyar Telekom, the Final Report includes the folfowing
finctings and conclusions related to Magyar Telekom's Macedonian aliiiates, based upon the evidence avarlable to
the Audit Committee of Magyar Telekom and its counsel

= As previously dsclosed, thare & ewdence that certan former emplovees infentionally desiroved documenis
relating fo actiaties underaken in Macedona by Magvar Telekom and its afftiates.

- Berwean 2000 and 2006, a small group of former senior sxecultives af Magvar Telekom and Magvar Telokom s
Macedoran alfiates, authorized the expenditure of approximately EUR 24 mdlion through aver twenty
suspect consulitancy, lobhying, and other coniracts (inclaaing cerain contracts between Magyar Telekom and
its subsidianes, on one hand, and affiliates of a Cyprus-based consulting company, an the ather hand). The
Final Report concludes thal ‘the avalable evidence does not establish that the confracts under which these
expandies were made were legitimarte.

- “The ewdence shows that, contrary fo their terms, a number of these contracts were underaken fo obiain
specific regulatony and other banafilts from the government of Macedoniz. The Campanies generally recetved
the benefits sought and then made axpenditures under one or more of the suspect contracts.  There is
eviddance rhat the remaining conlracts were also flegitimate ard created a poal of furds avalable for purposes
other than those stated on the face of the agreements.”
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- o enfering ife these confracts and approving axpenditures under them, the formar senior executives
knawingly caused, structured, or approved transactions that shared most or all of the following characieristics:

- intentional circumvention of infemal controds;

- fake and misleading corpovate documents s records;

= fack of due diigence concerming amd laflure fo menitor the perfarmance of contraciors and agents
in encumsiances carming a high risk of corugtion;

- lack of ewidence of performance: anad

= axpenditures that were nof for the purposes staltecd in the contracts under wiich they were made, but
were cather intended to obitain benefits for the Magyar Telekom subsidianes that cowd anly be
confermed By governmen] aclion.

= The Final Report states that "the Investigation oid net uncover evidence showing recedpt of payments by any
Macedonian govemmeny aifficial or politics! pary officials.® However, the counsel of Magyar Telekom's Audit
Committee did nol have access to evidence that would affow it to identify the wiimate beneficianies of thase
axpenditures.
As proviously dicipsed, Magyar Telekom has faken remeadial measures fo addrass issuss previously identifiod by
the mdependent investigation, incliuding sieps designed fo revise and enhance Magyar Telekom Group's infernal
canirals, as wall as for esiablishing the Corporate Compliance Program. According fo the infarmation provided! fo
the Company by Magyar Telekom, due fo these measures, no modifications fo ihe Corporate Compliance Program
were wawed as necessary in response fo the Final Report This conclusion has heen discussed wih the Audit
Cormmitee of Magyar Telekom. The Audlit Commitiee of Magyar Tefekom has nof made recommendiaiions eitfier
redating fo Magyar Telekom s compliance progran o to the intemal conirols.

In redation fo the issuance of the Final Report and the infarmation provided fo the Company by Magvar Telekom, in
Lanuary 2018, the Chairman of the Company'’s Board of Directors requested thirdpany legal and fax expertise for
the assessment of the polential accounting amd iax implications ansing fiom the fransactions conducted by the
Company and its subsidians subject to the Final Beport

The external experts prepared reports (the “Reports”) on their assessmant and submitted the Repors fo the
Chairman of the Compary's BoD and the Management of the Company and its subsicliary accardingly. As a resuft
based on the analysis of the tax and logal experts and the information avarlable to the Management reiated lo the
fransactions sufiject fo the Final Report, an amount of MKD 248,379 thousand has been identified as potential tax
impact (togethar with the related penalty inferest} as of 37 December 2009, arising from ife transactions conducied
fy the Company s its spbeidiane subject ta the Final Report, In 2010 the amount relafed fo the identified potential
fax impact ftogether witlh the related penafy interest) amountod to MKD 261,834 thousand, out of which MKD
227,972 thousand, refated to the Company, were pard in 2010 upen an executive decision ssued by the Public
Revenue Office. In addition, the value of one cantract of MKD 108, 147 thousand, capitalised within treasury shares,
&5 now corrected and accounied for as though these payments had been expensed in 2006 rather than capitalized
as part of freasury shares, as onginally reparted. The other contracts thal were identified in the Final Report and the
reparts of the tax and legal experts related fo fransachions undertaken by the Company and its subsidiary wore
expensed i the related perods (200 1-2007)

I May 2008, ihe Minstie of intedar (*Mol™) of the Republc of Macedonia (*RoM”) submitied fo the Company an
official wiitten requesi for information and docurmentation regarding cerain payments for consuifancy senices and
advance dividend, as well as certain procurements and contracts. In fune 2008, the Company submitted copies
Ffrom the requested documents. In the same perod, T-Mobile Macedonia alse received similar requests for the
subriission of cevtain documentation fo the Mingfry of interior of BolM which documeniation was submitted
accordingiy.
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in October 2008, the lnvestigation Judge from the Primary Court Skopje | - Skopje (the criminal court) issued an
official writterr order to the Company fo handover cerain ariginal documeniation. Later, in Octaber 2008 the
Company afficiall and parsonally handed over the requested documentation, Additanal Mol weiten requests were
submitted and the Company prowided the requested dacumentation,

We understand, based on public information avaiiable as of 10 December 2008, that the Mol Organized Crime
Department submilied the files to the Basic Public Prosecution Office of Organized Crime and Corruption, with a
prapasal to bring cominal charges against Attile Szendrer (farmar CEC of Makedonski Telekom AD - Skogie), Rolf
Flathi flormer CFO of Makedonski Telekom AD - Skopja) Mitad Kefslovanms (former member of the Board of
Direciors i Stonebridge and former member of the Board of Directors in Telemacedonis) and Zoltan Kisjubdss
flaemar CEQ of Stonebidge and former nanexecuive member of the Board of Diractars of Makedonski Telekam
AD - Skopyje), on account of a reasonable doutt for & commitied criminal act. These indiiduals are proposed fo be
charged with having committed “abuse of office and authorizations " in their position in Makedonski Telekom AD -
Skagje by concluding consultancy contracts for which there was ma intention or need far any senices in refurm,

The Pritnary Cowrt Skagye 1 in Skogie, Imvesiigative Department for Organized Crime, delivered a summons fo the
Company in cannaction with the chiminal charges against the above-stated persons and asked for a siatement as 1o
whetfer the Company suffered any damages on ihe basis of the said consultancy coniracts,

After several posiponements of the court hearing related to the investigation procedure handied in the Primary
Court Skopre | Skopie, af the hearing held an 13 Aprdl 2009, ihe representatives of Makedonsk' Telekom AD
Skopje declated the posiion of the Company that taking into consideration the engoing independent infemal
imvesligation canducted by White & Case, approved by the Campany’s Bol), it was prematirs [0 preamounce any
damage which may be caused by means of the implementation of the mentioned confracts ar with reference fo
thenm. Lpon the completion of the indapendent infernal investigation, the Company will inform the court on its fnaf
pasition in respect of the possible damage and the criming! prosecution of the accused persons, On 9 Apmi 2010
the Company received a notification from the Bureau of Judicial Expertise that based on the order of the Primary
Court Skope 1 Skapje the Bureay would perform expertise on the edse. The expertise was performed on 11 May
210 and the experts fram Ministry of Justice of the Rapublic of Macedomia - Cowt Experise Office - Skopje,
asked for some additions! docurments fram Company in order fo prepare the expertise. The Company received a
nafificaion fom the Count Expertise (ffice - Skagye that the expertize wewld continue on 18 October 2010 The
experts asked for addiional information related fo cerain agreements concluded in 2005 and 2006, and the
related invaices, The Company collected and submitted the requestad informationydocumentation fo the Court
Expertise ffice on | November 2010, On 14 March 2011, the Company, through its counsel (the Law Firm
FPalenak), recenved fom the Primary Court Skopje | a copy of the “Finding and Opinion”,, dated November 2010
ssued by ihe Bursau of Judicial Expertise fo the Primary Courl Skogje 185 a result of the axpertise procedure. The
“Finding and Opinion" addresses and containg conclusions regarding five contracts emered info with Chaptex and
Cosmuofelea i 2005 and 2008 and formerdy reviewed by fhe Audit Committes of Magvar Telekom. The “Finding
and Cpinton ™ concludes thal, based on these contracts, expenditures in the amaunt of EUR 3975 milion were
made by the Company and Stonebridge fo Chaptax “without evidence for performed senices” accordingly, fhe
sharaholders of the Company and Stonebndge, in the proportion of their shareholding, sulfered damages in the
aforementioned aggregate amoun a5 fesult of decreased proceeds for the pavment of dividend in 2005 and 2008
??}aCmmmummmwﬂmwmwMﬁ'cmr.i:hrmr}wmbmganmrmxmagmrm
above cited individiials in s case.

We have become aware of no infarmalion as a result of a request from any reguiaions or atfer external paries, other
fhan as had’ atvove, from wiich we have concluded that the financial sfaterments may be misstated, incheding
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje

Date; 28.10.2011

STATEMENT

In accordance with the Law on Securities of the RoM as well as the respective by-laws, |, Daniel
Szasz, Chief Executive Officer of Makedonski Telekom AD - Skopje hereby affirm that the
complete delivered matenial for the third quarter of 2011 prepared on nonconsolidated basis is
accurate and reliable.

On 13 February 2006 Magyar Telekom Plo. (“Magvar Telekom®) the contralling owner of the Gompany, via
Stonebrdge Cammunications AD - Skope (under liguidation), majorty shareholder of the Company, announced
that it was investigaling cemam contracts entered imfo by another subsidvary of Magyar Tefekom fo determing
whether the conftacts were enfered info in wiolation of Magvar Telekom's policies or the applicable laws or
raguiations. Magyar Telekom s Audit Commifies refaimed White & Case as iis indapandant fegal counsel fo condict
the intemal investigation. Subsequent fo s, an 18 February 2007, the Board of Birectors of the Company, based
an the recommendation of the Avdlit Committes of the Company and the Audlit Committee of Magyar Talekom,
adopted a resolution fe conduct an independent internal investigation regarding certain contracts in Macedomia.
For further information abou the inemal imvestigation, please refer to the financisl statements of the Company for
the year ended 31 December 2010

According fo the information provided fo the Company by Magyar Telekam, on 2 December 2009, the Awdit
Committes of Magvar Telekom prowded Magyvar Telekom s Boae of Directars with a “Reparf of Investigation o the
Avit Committes of Magyar Telekom Ple.” dated 30 November 2009 (the “Final Repont™). The Audit Commities of
Magvar Telekom indicated that i considers that with the delivery of the Final Repart based on the currently
available facts, While & Case completed its independent infernal investigation.

Acearding to the information provided fo the Company by Magyar Telekom, the Final Report includes the lallowing
finclings and conclusions related fo Magyar Tefekom's Macedonian affiates, based upon the evidence availabie fo
the Audit Commities of Magvar Telekom and s counsel:

- As previously disclosed, there 5 evidence thal cerfain former emplayees intentionally destroved documents
redaling o aciivities underntaken in Macedonia by Magyar Telekom and s alfiliates.

- Batwean 2000 and 2006 a small group of former semior execuives at Magyar Telekem and Magyar Telekom's
Macedanian alfiiates, authorzed the expenditre of approvimately FUR 24 mdlion Hvough over twamy
stspect consultancy, kabbiving, and other coniracts (including cerdain comtracts between Magyar Telekom and
it subsichiares, on one hand, and affiliates of a Cyprus-based consuifing company, on the other iandl  The
Final Report concludes thar “the available ewdence does nol establish thai the contracts under which these
experviifures were made were lagitimalte, ”

- The ewidence shows that contrary fo their terms, a number of these confracts were undertaken fo obfain
specific raguiatony and other benalits fram the govemment of Macedonia. The Companies generally received
the benelits soughi and then made expenditures under one or more of the suspect conlracts. There &
evidence that the remaining confracts were ako Megiimare and created 3 pool of funds avaiable for piposes
ather than thosa stated on the face of the agresments.”
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- n entering info these contracls and approving expendifures under them, the former semior executives
knowingly caused, stivclived, ar aoproved fransactions hal sharad most or alf of the following characteristics!

- intentional circurveniion of infernal controls;
- falke and misleading corporate documents and records;

- lack of due diligence concerning and failure ta manitar the performance of coniractors and agents
in circumstances carmyang a high nisk of comuption,
- lack of pwdence of perfarmance; and

- expenditures that were not for the purposes stated i the contracts under which they were mads, but
were rather infendsd fo obfan benafiis for the Magyar Telekom subsidiares tal could only be
confarred by government aciion,

- The Final Report states that “the investigation did not uncover evidence showing receipt of payments by any
Macedonian government afficials or poltical party offiials * However, the counsel of Magyar Telekorm's Audit
Committee dicd not have access fo evidence that would allow if fo identify the ultimate bensficianes of these
axpendifures.

s previousl disclosed. Magyar Telekom has taken remedial measures fo adidress ssues previously identified by

the independent investigation, including steps designed to revise and enhance Magyar Telekom Groug's intermal

controls, as well as for establishing the Corporate Comphiance Frogram. According fo the information provided fo
the Company by Magyar Telexom, due fo these measures, no modilfcations to the Corporate Compliance Prograrm
were viewed &5 necessary in response 1o the Fingl Report This conclusion has been discussed with the Audit

Committes of Magyar Telekom, The Audit Committee of Magyar Telekormn has not made recommendations either

relating to Magyar Telekom s compliance program or fo fhe intemal comntrols

I redation fo the issuance of the Final Report and the infarmalion provided fo the Company by Magyar Telekom, in
Sanuany 2010, the Chairman of the Comparny s Baard of Diractors requested thitpenty legal and tax expertise for
the assessment of the polential dccounting and lav implications arising from the ransaciions condlcted by the
Conmpany amd its suhsidiany sutyect ta the Final feport

The examal axpers prepared repors (the “Feparts”) on their assessment and submitted the Reparts to the
Chaiman of the Company’s Boll and the Managemeni of the Company and its subsidiary accordingly. As a resuft
based on the analysi of the tax and legal experts and the informarion avaiiabie to the Management related fo the
transactions subyect o the Final Report, an amount of MKD 218577 thousand has been identified as potential tax
impact (together with the related penally interesi) as of 31 Dacamber 2008, arising from ihe Iransacians condicted
by the Company subject fo the Final Report. in 2010, the amount refated 1o the ientified potential fax impact
(togather with the refated penally inferest) amounted to MKD 227,972 thousand, which were paid in 2010 upon an
axeculive decision issued by the Public Revenue Offics. In addlition, the value of one contract of MKD 105147
thousand, capitalisad within freasury sharas, & now cormected and accounted for as though these payments had
been expensad in 2006 rather than capitalized as part of treasury shares, as ongimally reporied, The other contracts
thar were identified in the Final Report and the reports of the fax and legal experts related fo transactions
undartaken by the Company were expensed in the related periods (2001-2007)

I May 2008, the Ministy of interor (*Mal™) of the Republic of Macedonia (“FoM") submitted fo the Company an
mmmrmmmmmmmmwmmmmmmmmsmsw
advance dividend, as wall as cerair procurements and contracts, fn June 2008, the Campany submilied copies
fram the requested documents. fn the same perod, Fidobite Macedonia also received similar requests for the
submission of certain documentation fo the Ministy of Interior of RoM, which documentation was submitted
accoraingly.

In Oetober 2008, the Investigation Judge from the Primaty Court Skappe | - Skopie (the enminal court] issued an
official written arder to the Company fo handover certain ariginal documentation. Later, in October 2008 the
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Crompany afficiall and personally handed over the reguestad documentation. Additional Mol written requesis wore
submited and the Company provided the requested documentation,

We undarstand, based on public information available as of 10 December 2008, that the Mol Organized Crime
Depariment submitied the ffles to the Basic Fublc Prosecution Office of Organized Crime and Corruption, with &
proposal fo bring crimingl eharges against Atz Szendref (former CED of Makedonski Telekom AD - Skopje), Ralf
Plath fformar CFO of Makedonski Telekom AD - Skogiel Mihad Kelaloyannis (former member of the Board of
Hirsetors in Stonebridge and former member of the Board of Direciors in Telemacedoma) and Zoftan Kisjuhasz
former CFD of Stonebriage and former monexecutive member of the Board of Birectars of Makedonski Telokom
AP - Skomiel on account of a reasonable doubt for a committed erimingl act, These individuals are proposed to be
charged with having committed “abuse of office and authorizations " in their position in Makedonski Telekar ALD-
Skopje by concluding conswltancy comfracts for which there was no infenfion or need for a0y Senices in reim.

The Primary Cowt Skogye | in Skopte, Ivestigative Department for Organized Crime, deliverad a summons fo the
Company in connection with the criminal charges against the above-stated persans and asked for & statement as o
whether the Company suffered any damages on the hasis of the said consultancy comiracis.

After several postponements of the cowrt hearing related fo the imvestigation procedure handled in the Frimary
Court Skapje | Skogye, at the hearing held on 13 Apnl 2008, the representatives of Makedonski Telekom AD
Skapje declared the position of the Company that laking info consideration the ongoing indapendent intemal
ivestigation conductod by White & Case. approved by the Company's Ball, if was prematire [0 preanaounce any
damage which may be caused by means of the implementation of the mentioned contracts or with reference fo
ther, Lpon the completion of the independent internal investigation, the Company will inform the cowrt on #fs final
position in respect of the possible demage and the criminal prosecution of the accused persons. On 8 April 2010,
the Company recened & notification from the Bureau of Judicial Expertise that based on the oider of ihe Primary
Court Skapje | Skogje the Bureau would perform expertise on the case. The expertise was performed on {1 May
2010 and the experts from Minisiry of Justice of the Republic of Macedonia - Court Expertise Office - Skagje,
askad for some additional documents from Company in order fo prepare the expartise. The Company received a
nofification from the Court Expertise Office - Skapje that the expertise would continue on 18 October 2000 The
experts asked for addifional information related fo cerain agreements concluded i 2005 and 2006, and the
related ivoices. The Company collected and submified the requested fnformation/documentation fo the Court
Expertise Office on | November 2010, On 14 March 2011, the Compary, through iis counsel (the Law fimm
Polenak) recewed from the Pomary Cowt Skogie | a copy of the “Fitiding and Opimion’, dated November 2010,
Jssued by the Bureau of Judicial Expertise to the Primarny Cowr Skopje | a5 a result of the expertise procedure. The
*Finding and Opinion” addresses and contains conclusions regarding five contracts entered into with Chaptex and
Cosmotelco fn 2005 and 2006 and lormerly reviewed by the Audit Committee of Magyar Telekom. The “Rinding
aned Opinion” concludes that, based on these contracts, expenditiras in the amaount of FUR 3975 milion were
mada by the Company and Stonebricge 1o Chaprex “without evidence lor performed services | gccordingly, the
sharehoiders of the Company and Stonebridge, in the proportion of their shareholding, suffered damages in the
alorementioned aggregale amount as result of decreased procesds for the payment of divichond in 2005 and 2006,
The Compary tnderstands that the Pubiic Prosecutar will consicler whethar fa bring an accusation act against the
above cited indiwduals in this case.

Wz hawe become aware of no information as a result of & request from any reguiators or other exfemal parties, other
than as described above, from which wa have cancluded that the financiz! statements may be misstated, inchiding
also the effects of a possibile Megal act
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