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Makedonskd «elekom AD ‘Smme |

Oree Nikolov bl 1000 Skopje @[) gd%é//f - T
To: Secuhtles and Exchange Commission of the RoM

26 Dimitrija Cupovski, 1000 Skopje

Date: 12.12.2008
Subject: Submission of the Annual Report for 2006
Dear Sirs,

At the Shareholders’ Assembly meeting of Makedonski Telekom AD Skopje held on 04.12.2008
the audited consolidated financial statements for 2006 prepared in accordance with the
International Financial Reporting Standards were adopted.

As a result of the adoption of these reports, in accordance with Articles 154 and 164 from the
iaw on Securities and the respective by-law legislation related to the Makedonski Telekom AD
Skopje annual reporting obligation for 2006, please find attached the complete Annual Report
for 2006 in which, compared to the previously submitted ones {as of 30.04.2007 and
23.05.2007) the following data have been added/replaced:

1. Replacement of the Draft consolidated financial statements for 2006 with Audited
consolidated financial statermnents for 2006 prepared in accordance with the
International Financial Reporting Standards along with the auditor’s opinion;

2. Addition of data regarding the related party transactions;

3. Addition of data regarding the fees of the Company’s BoD members and persons with
special rights and responsibilities within the Company;

4, Addition of data regarding the important legal disputes in which the Group AD
Makedonski Telekemunikacii Skopje is involved as a prosecutor or as a defendant and
other legal issues which are important for the Group's operation;

5. New Statement for accuracy of all submitted data.

The audited consolidated financial statements for 2006 contain a qualified opinion of the
authorized auditor.

At the same time, we point out that, since 1% of May 2008, the Company’s trade name has been
changed from AD Makedonski Telekomunikacii Skopje into Makedonski Telekom AD Skopje.
As a resuit of this, in the Annual Report both trade names and logos are used, depending on the
period in which data were prepared, i.%the period to which they refer.

Yours faithfulty, y%*‘¢
%"”'%o ¢
e e— o‘:’o * . /—’/____
Zarko Lukovski 7 NMW -
President of the Board of Directors "’-z;”@ . e Cutive Officer
‘L"'o::'tf

BesTel - certified translation



AD MAKEDONSKI TELEKOMUNIKACI-SKOPJE
Orce Nikolov bb 1000 Skopje, Republic of Macedonia
Tel. +389 2 3 242 257

To: Macedonian Stock Exchange Commission

Date: 30™ of April 2007

Subject: Annual Reporting for the period 01.01.-31.12.2006

1. General data

Name Joint Stock Company for telecommunications Makedonski
Telekomunikacii - Skopje

Headquarters’ address Orce Nikolov bb

Telephone and fax 02 3242 013

Electronic mail

contact(@mt.com.mk
info{@mt.com.mk

Internet Address

www,mt.com.mk

2. Legal Status

Registration number 5168660
Activity code 64.20/0
Activity description Telecommunications

Date of establishment

Makedonski Telekomunikacii- Skopje

regulations

Number of Trade Register Decision 08-03/3843/1 dated 11.05.2006

Status changes

Telekomunikacii C.O. Skopje)

Skopje)

Skopje into a joint stock Company for

Skopje)

Number of subsidiaries and affiliates

registered as subsidiary.

Number of employees at the year end 1788

Corporate Governance System One level

" Basic Court Skopje 29.01.2001 - a state owned AD
Makedonski Telekomunikacii - Skopje was transformed
into a joint stock company for telecommunications

- On 11.05.2006, the Company was registered in the
Ceniral Register of RM in accordance with the legal

[ 12.08.1997 (establishment - organisation of a public
enterprise for telecommunications Makedonski

-05.03.1998 (transformation of the public enterprise for
telecommunications Makedonski Telekomunikacii C.O.
Skopje into a_state owned joint stock company for
telecommunications Makedonski Telekomunikacii —

-29.01.2001 (privatisation and change of the company’s
status from a _state owned joint stock Company for
telecommunications Makedonski Telekomunikacii -

telecommunications Makedonski Telekomunikacii —

_T-Mobile Macedonia as a separate legal entity
owned by AD Makedonski Tel ekomunikacii - Skopje
- 2 subsidiaries /MT’s Points of Sale which do not have

the status of separate legal entities. They have been
registered as subsidiaries in accordance with the Law
on Trade Companies pursuant to which every facility
performing the MT’s activity at a location other than
the registered office of the MT's headquarters is




Tel. +389 2 3 242 257

AD MAKEDONSKI TELEKOMUNIKACI-SKOPJE
Orce Nikolov bb 1000 Skopje, Republic of Macedonia

3. Data on Board of Directors members and their shareholding in the Company

Name and Surname

Number of

9%, in the total issued

shares shares

owned

Zarko Lukovski

Iljas Iljazi

Goran Ivanovski

Igor Bimbiloski

0.0005%

Dénes Miklos Szluha

Gyorgy Tamas Simd

Rolf Plath

Attila Szendrei

Wolfgang Hauptmann

Zoltan Tiszai

Vanco Uzunov

Aleksandar Risteski

Lipp Istvan

| Zaprel Zsolt

4. Data referring to the share capital and changes thereto

Total value of the share capital in MKD 9,583,887,733 |

Number of issued shares

- ordinary* 95,838,780
- preference cumulative {golden share) 1

Nominal value of ordinary share in MKD 100

Nominal value of golden share in MKD 9,733

Number of shareholders on 31.12.2006 3,877

*This number includes 9,583,878 (10%) of treasury shares.
auctions / regular trading held fro
10% of the Govemment shareho

Shareholders Assembly Resolution No. 021-98576/1.

5. Data on all individuals and/or legal entities owing

On the Government
m Sth till 9th of June 2006, MT has re-purchased
Ilding in MakTel in accordance with the MT

5%, of the voting shares in the

Company
Name Address Number of | % in the total
shares number of
voting shares
Stonebridge Communications Orce Nikolov bb, 1000 Skopie
AD (under liquidation} 48,877,780 56.67
Government of the Republic of Ilinden Blvd bb, 1000 Skopje
33,364,874 38.68

Macedonia




Tel. +389 2 3 242 257

AD MAKEDONSKI TELEKOMUNIKACI-SKOPJE
Orce Nikolov bb 1000 Skopje, Republic of Macedonia

5.1 Data on the Company’s ten largest shareholders

Number of %, in the total number

Name

(PIN for physical persons) shares of issued shares
Stonebridge Communications (under

liquidation) 48,877,780 51.00
Government of the Republic of 33,364,874 34.81
Macedonia

IFC 1,796,980 1.88
MakTel (treasury shares)* 9,583,878 10.00
Hrvatska Postenska Banka 72,235 0.08
Dance Zografska 25,000 0.03
Financial Consulting Company 24,000 0.03
SEZAM

Nevena Sumkovska 16,220 0.02
Dono Zarkov 10,000 0.01
First Financial Brokerage House —

00D 7,775 0.01

*On the Government auctions / regular trading held from 5th till 9th of June 2006,
MT has re-purchased 10% of the Government shareholding in MakTel in accordance
with the MT Shareholders Assembly Resolution No. 021 -98576/1.

ISIN

MKMTSK 101019

Bank account

200000090141316, Stopanska Banka AD> Skopje

6. Financial data and financial condition of the company

In MKD % of nominal value
Maximum share price in Q4 599
Minimum share price in Q4 430
Price of the ordinary share (closing) 519 n/a
Market Capitalization* 49,740 mill n/a
Dividend per share
-for 2006** - -
- for 2005%* - -
| - for 2004 60.88 60.88

*calculated on the outstanding shares in accordance with the requirements in the

Rulebook.

#* The dividend for 2005 and 2006 has still not been declared dus to current
unavailability of the audited financial statements.

7. Data on the Stock Exchange where the shares are traded

Name of the Stock Exchange

Macedonian Stock Exchange

Listing

Company’s shares are not listed on the Stock Exchange. The
Company’s shares are traded on the unofficial market.

‘Paglel — certified translation




Makeaonski Telekom AD - Skopje
e Nikolov bt 1000 Skopje

8. Related party transactions

Transactions with related parties include: provisioning and supply of telecommunication
services and equipment, granting loans, providing management consultancy services
and support of re-branding activities. The amounts are presented in the appropriate
notes (see note 9, 18 and 22) of the consolidated audited financial statements for 2006.

9. Important legal disputes in which the Group AD Makedonski Telekomunikacii Skopje
is involved as a prosecutor or as a defendant and other legal issues which are important
for the Group's operation

The data regarding the legal disputes in which the Group AD Makedonski
Telekomunikacii Skopje is involved, are presented in the notes 17, 21 and 24 of the
consolidated audited financial statements for 2006.

10. Data related to the fees of the Company’s BoD members and persons with special
rights and responsibilities within the Company

The remuneration amount of the Company's BoD members is presented in the note 3,

while the Company’s key management remuneration amount is presented in note 22 of
the consolidated audited financial statements for 2006.

BesTel - certified translation



AD Makedonski telekomunikacii Skopje
Consolidated Financial Statements

For the year ended
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12 Marshal Tito Str.

"Palata Makedonija" {V floor

1000 Skopje

Republic of Macedonia

Telephone +389 (02) 3116 638
+389 (02) 3111 012
+389 (02) 3110623

Facsimile +389 {02) 3116 525

wWww.pwe.com/mk

Independent Auditor's Report

To the Board of Directors and Shareholders of AD Makedonski telekomunikacii
Skopje

Report on consolidated financial statements

We have audited the accompanying consclidated financial statements of AD
Makedonski telekomunikacii Skopje (the “Company”) and its subsidiaries T-Mobile
Macedonia AD Skopje and E-Makedonija foundation — Skopje (together “the Group”)
which comprise the consolidated balance sheet as of 31 December 2006 and the
consolidated income statement, consolidated statement of changes in equity and
consolidated cash flow statement for the year then ended and a summary of
significant accounting policies and other explanatory notes.

Management's Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with the International Financial
Reporting Standards. This responsibility includes: designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud
or error, selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. Except as described below, we conducted our audit in
accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting poiicies
used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.

Our report has been prepared in Macedonian language and in English language. In all matters of interpretation
of information, views or opinions, the Macedonian version of our report takes precedence over the English
version

PricewaterhouseCoopers REVIZIJA
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Basis for Qualified Opinion

As of the date of this report, third party experts are in the process of examining
certain of the transactions entered into by the Group. These investigations are
ongoing, but as a result of the work performed by the investigators to date, we are
currently unable o determine whether certain transactions entered into by the Group
with other entities resulted in the receipt of services commensurate with
consideration paid. The total amount of such transactions in the consolidated
financial statements for the year ended 31 December 2006 identified as of the date of
this opinion amounts to MKD 507,470,000 of which MKD 361,556,000 are recorded
within expenses in the consolidated income statement, MKD 40,767,000 are
recorded in prepayments in the consolidated balance sheet as at 31 December 2006
and MKD 105,147,000 are recorded within treasury shares in the consolidated
balance sheet as at 31 December 2006. The total amount of such transactions in the
consolidated financial statements for the year ended 31 December 2005 identified as
of the date of this opinion amounts to MKD 379,136,000, which are recorded within
‘Other operating expenses’ in the consolidated income statement for the year then
ended. Our opinion on the corresponding figures for the year ended 31 December
2005 was modified accordingly.

Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for
Qualified Opinion paragraph, the accompanying consolidated financial statements
present fairly in all material respects the financial position of the Group as of 31
December 2006 and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards.

PM(L\&LG)“‘"\MML Lm\ams \Q\Nle—i (\\ “b&
PricewaterhouseCoopers REVIZIJA D.O.O. Skopje

01 August 2008
Skopje

Our report has been prepared in Macedonian language and in English language. In all matters of intarpretation
of information, views or opinions, the Macedonian version of our report takes precedence over the English
version



Consolidated income statement

In thousands of denars
Revenues

Depreciation and amortisation
Personnel expenses

Payments to other network operators
Other operating expenses

Profit from operations

Finance expenses
Finance income
Profit before tax

Income tax expense
Net profit for the year

AD Muakedonski telekomunikacii Skopje
Consolidated Finuncial Statements

Note

Year ended 31 December

2006 2005
17,143,764 16,635,922
(3.693,107) (3,856,485)
(1,726,643) (2,154,750)
(1,595,323) (1,439,794)
(4,167,880) (4,227,163)
5,960,811 4,957,730
(270,437) (16,565)
430,521 621,283
6,120,895 5,562,448
(664,912) (610,913)
5,455,983 4,951,535

The notes on pages 5 to 41 are an integral part of these consolidated financial statements.



Consolidated balance sheet

AD Makedonski telekomunikacii Skopje

Consolidated Financial Statements

As at 31 December

In thousands of denars Neote 2006 2005
Assets
Property, plant and equipment 7 14,505,540 16,501,123
Advances for property, plant and equipment 24,312 2,143
Intangible assets 8 2,162,062 2,438,098
Other receivables 9 83,204 55,423
Available-for-sale financial assets 396 16,445
Financial assets at fair value through profit and

loss 11 169,923 134,077
Total non-current assets 16,945,937 19,147,309
Assets held for sale 12 292,397 66,734
Inventories 13 310,144 271,822
Trade and other receivables 9 2,903,555 2,912,498
Deposits with banks 14 4,180,998 5,188,037
Cash and cash equivalents 15 9,683,272 4,536,148
Total current assets 17,370,366 12,975,239
Total assets 34,316,303 32,122,548
Equity and liabilities
Share capital 9,583,888 9,583,888
Share premium 540,659 540,659
Treasury shares (3,843,505) -
Other reserves 2,475,068 2,475,068
Retained earnings 22,469,738 17,013,755
Total equity 16 31,225,848 29,613,370
Liabilities
Deferred income tax liabilities 10 174,007 300,331
Provision for other liabilities and charges 17 68,185 31,328
Total non-current liabilities 242,192 331,659
Trade and other payables 18 2,260,830 1,966,313
Current income tax liability 270,469 198,071
Provision for other liabilities and charges 17 316,964 13,135
Total current liabilities 2,848,263 2,177,519
Total liabilities 3,090,455 2,509,178
Total equity and liabilities 34,316,303 32,122,548

X

The consolidated financial statements set out on pages 1 to 41 were authorised for issue on 1
August 2008 by the Management of Makedonski Telekom AD -- Skopje, and are subject to
review and approval by the Board of Directors and by the shareholders on date that will be

subsequently agreed.

e e
NikoTai J.B. Beckers
Chief Executive Officer

The notes on pages 5 to 41 are an integral part of these consolidated financial statements.



Consolidated cash flow statement

In thousands of denars

Operating activities
Net profit before tax
Adjustments for:
Depreciation and amortisation
(Write back)/down of inventories to net realisable
value
Fair value gains on financial assets at fair value
through profit and loss
Impairment losses on trade and other receivables
Provisions
Gain on disposal of equipment
Dividend income
Interest income
Interest expense

Effect of foreign exchange rate changes on cash and

cash equivalents

Cash generated from operations before changes in

working capital
(Increase)/decrease in inventories
Increase in receivables
Increase in payables
Cash generated from operations
Interest paid
Income taxes paid
Cash flows from operating activities

Investing activities

Acquisition of property, plant and equipment
Acquisition of intangible assets

Loans collected

Loans granted

Deposits collected from banks

Deposits placed with banks

Dividends received

Proceeds from sale of equipment
Interest received

Purchase of shares

Cash flows used in investing activities

Financing activities

Purchase of treasury shares

Dividends paid

Cash flows used in financing activities

Effect of foreign exchange rate changes on cash and

cash equivalents

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

AD Makedonski telekomunikacii Skopje

Note

$a Lh

16

15

Consolidated Financial Statements

Year ended 31 December

2006 2005
6,120,895 5,562,448
3,693,107 3,856,485

(7,920) 76,498
(20,297) (40,617
316,673 484,415
369,766 42,901
(13,092) (20,469)

(2,043) (1,220)

(408,181) (361,901)
42 21

43,101 (91,354)
10,092,051 9,507,207

(30,402) 111,917

(431,257) (347,682)

513,070 472,547
10,143,462 9,743,989
(42) 21
(718,838) (35,685)
9,424,582 9,708,283
(1,297,620) (1,639,666)
(651,020) (684,283)
123,527 -

(27,781) (146,213)

6,409,622 5,933,414

(5,402,593) (10,191,407)
2,043 1,220
44,779 20,469
408,191 342,697

- (12,125)
(390,852) - (6,375,894)
(3,843,505) -
- (5,834,992)
(3,843,505) (5,834,992)

(43,101) 91,354
5,147,124 (2,411,249)
4,536,148 6,947,397
9,683,272 4,536,148

The notes on pages 5 to 41 are an integral part of these consolidated financial statements.



In thousands
of denars
Balance at |
January 2005
Net profit for
the year
Transfer
between
reserves

Dividends
Balance at 31
December
2005

Balance at 1
January 2006
Net profit for
the year
Purchase of
treasury shares
Balance at 31
December
2006

Consolidated statement of changes in equity

AD Makedonski relekomunikacii Skopje
Consolidated Financial Statements

Share Share  Treasury Other  Retained
Note capital premium shares  reserves earnings Total

9,583,888 540,659 - 879,489 19,492,791 30,496,827

- - - 4,951,535 4,951,535

16 - - - 1,595,579 (1,595,579) -
- - - (5,834,992) (5,834,992)

16 9,583,888 540,659 - 2,475,068 17,013,755 29,613,370
9,583,888 540,659 - 2,475,068 17,013,755 29,613,370

- - - - 5,455,983 5,455,983

16 - - (3,843,505) - - (3,843,505)
16 9,583,888 540,659 (3,843,505) 2,475,068 22,460,738 31,225,848

The notes on pages S to 41 are an integral part of these consolidated financial statements.



AD Makedonski telekomunikacii Skopje
Consolidated Financial Statements

Notes to the consolidated financial statements

General information

These consolidated financial statements relate to the group of AD Makedonski telekomunikacii,
which includes AD Makedonski telekomunikacii — Skopje, T-Mobile Macedonia AD — Skopje
and E-Makedonija foundation — Skope (hereinafter referred as to “the Group™).

AD Makedonski telekomunikacii, Skopje (hereinafter “the Company™) is a joint stock company
incorporated and domiciled in the Republic of Macedonia.

The Group’s immediate parent company is Stonebridge Communications AD — Skopje, under
voluntary liquidation, solely owned by Magyar Telekom Plc. registered in Hungary. The
ultimate parent company is Deutsche Telekom AG registered in Federal Republic of Germany.

Effective 1 July 2001, the operations and assets of the mobile phone division of Makedonski
telekomunikacii were transferred into a wholly owned subsidiary Mobimak AD. As of 8
September 2006, Mobimak AD was re-branded into T-Mobile and changed the legal name into
T-Mobile Macedonia AD Skopje.

AD Makedonski telekomunikacii is the leading fixed line service provider while T-Mobile
Macedonia AD is the leading mobile service provider in Macedonia. E-Macedonia is
foundation, established to support application and development of information technology in
Macedonia.

The Macedonian telecommunications sector is regulated by the newly implemented Electronic
Communications Law (“ECL”) enacted in March 2005, Both companies have a Concession
Contract (under the old Telecommunications Act) to provide services until 31 December 2018.
Further, the Company had been granted the exclusive rights in (a) fixed voice telephony
services, leased line services and (b) to construct, lease, own, develop, maintain and operate
fixed public telecommunications networks until 31 December 2004. These exclusive rights
included local, national and international long distance public fixed voice services
independently of the technology used, including voice over Internet Protocol services.

During the exclusivity period, the Company was obliged to provide universal services. The
Agency for Electronic Communications (“the Agency”) announced a call for expressing interest
for the provision of universal service when the Company was the only interested operator
responding to this request for providing universal service. On the session held on 27 December
2007 the Commission of the Agency has brought the decision to publish the public tender for
the universal provider of electronic communications services in Republic of Macedonia. The
opening of the qualified bids was on 18 February 2008, and on 22 February 2008 based on
decision of the Agency, the Company was selected as one of the candidates for universal service
provider in the prequalification. Written invitation (without public announcement) by the
Agency will be submitted to selected candidates from the first phase, to submit offer for
selection of universal service provider.

The regulatory framework for the tariff regulation for the Company is provided in the currently
valid Concession Contract. With the enactment of the ECL, the Agency may regulate retail
prices of fixed telephony services. The Company has a cost based price obligation for Regulated
wholesale services, using fully distributed costs (“FDC”) methodology until July 2007 and
using Long run incremental costs methodology (“LRIC”) there after. A proposal for
interconnection fees with LRIC was submitted by the Company in July 2007 and for unbundling
fees in December 2007. On 23 May 2008, the Agency issued approval for the new decreased
interconnection and unbundling fees, based on the audit report for the costing accounting system
issued by independent auditor.

The concession contracts will be made compliant with the provisions of the ECL. Under the
ECL., the Company has been designated as a Significant Market Power operator (“SMP”) in the
market for fixed line voice telephone networks and services, including the market for access to
the networks for data transmission and leased lines.



AD Makedonskl telekomunikacii Skopje
Consolidated Financial Statements

Notes to the consolidated financial statements

General information continued

The Agency on 29 June 2007 has published the draft analysis conducted on Market 16 (Call
termination services in public mobile communication networks) and based on it on 26
November 2007 has brought a decision by which T-Mobile Macedonia was designated with
SMP status and several obligations were imposed (interconnection and access, non-
discrimination in interconnection and access, accounting separation and price control and cost
accounting).

T-Mobile Macedonia submitted Reference Interconnection Offer (RIO} to the Agency on 29
February 2008. On 28 March 2008, the Agency decided to significantly decrease the mobile
termination rates. The new termination rates of T-Mobile Macedonia will be applied from |
August 2008,

The Agency in November 2007 has published a public tender for granting one license for 3G
radiofrequencies utilization. Cosmofon won the tender and should start the 3G commercial
operations from 12 August 2008.

As of August 2006 the Company has more than 100 shareholders, as a result of the sale of
Governmental shares through auction organized by the Government during June 2006.
According to the Law on securities it qualifies as company with special reporting obligations,
which mainly, encompasses provision of quarterly, semi annual and annual financial
information to the Securities Exchange Commission of the Republic of Macedonia.

The Company’s registered address is “Orce Nikolov” Street bb, 1000, Skopje, Republic of
Macedonia. The average number of employees during 2006 was 2,230 (2005: 2,748).

Investigation into certain consultancy contracts

On 13 February 2006, Magyar Telekom Plc., the controlling owner of the Company, announced
that it was investigating certain contracts entered into by another subsidiary of Magyar Telekom
Plc. to determine whether the contracts were entered into in violation of Magyar Telekom Plc.
policy or applicable law or regulation. Subsequent to this on 19 February 2007, the Board of
Directors of the Company, based on the recommendation of the Audit Commitiee of the
Company and the Audit Committee of Magyar Telekom Plc, adopted a resolution to conduct an
independent internal investigation regarding these contracts. The investigation, conducted by an
independent law firm and supervised by the Audit Committee of Magyar Telekom Ple., is still
ongoing.

Magyar Telekom Plc. has already implemented certain remedial measures designed to enhance
the control procedures of the Magyar Telekom Group with respect to the entry into consultancy
contracts, including the introduction of a new governance model.

As a result of the delays in finalizing its 2005 and 2006 financial statements due to the
investigation, the Company has failed to meet certain deadlines prescribed by Republic of
Macedonia and other applicable laws and regulations for preparing and filing audited annual
results and holding annual general meetings.
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AD Makedonski telekomunikacii Skopje
Consolidated Financial Statements

Notes to the consolidated financial statements

General information continued

Investigation into certain consultancy contracts continued

In May 2008, White & Case LLP, counsel to the Audit Committee of Magyar Telekom Plc. in
the independent investigation, provided Magyar Telekom Plc. with a “Status Report on the
Macedonian Phase of the Independent Investigation.” In the Status Report, White & Case stated,
among other things, that “there is affirmative evidence of illegitimacy in the formation and/or
performance” of six contracts for advisory, marketing, acquisition due-diligence and/or
lobbying services in Macedonia, entered into between 2004 and 2006 between Magyar Telekom
Plc. and/or various of its affiliates on the one hand, and a Cyprus-based consulting company
and/or its affiliates on the other hand, under which Magyar Telekom Plc. and/or its affiliates
paid a total of over EUR 6.7 million.

Magyar Telekom Plc. has taken remedial steps to address issues previously identified by the
independent investigation, including steps designed to revise and enhance Magyar Telekom
Plc.’s internal controls. Magyar Telekom Plc. is considering whether and to what extent the
recent Status Report warrants additional remedial actions. The independent investigation is
continuing. Magyar Telekom Plc, cannot predict when the internal investigation will be
concluded, what the final outcome of the investigation may be, or the impact, if any, the
investigation may have on the Company’s financial statements or results of operations.

No provision or adjustments are recognised in these financial statements for this investigation.
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AD Makedonski telekomunikacii Skopje
Consolidated Financial Statements

Notes to the consolidated financial statements

Significant accounting policies

The principal accounting policies adopted in the preparation of these consolidated
financial statements are set out below. These policies have been consistently applied to
all the years presented, unless otherwise stated.

Basis of preparation

The consolidated financial statements have been prepared in accordance with the
International Financial Reporting Standards (“IFRS™).

The consolidated financial statements are presented in Macedonian denars, rounded to
the nearest thousand. The consolidated financial statements are prepared on the
historical cost convention except available-for-sale financial assets, and financial assets
at fair value through profit or loss. The preparation of financial statements in conformity
with IFRS requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the consolidated financial statements are
disclosed in accounting policy x. Actual results could differ from those estimates.

The following amendments to published standards are effective and adopted by the
Group in 2006 but have no impact on the Group operations:

. IAS 39 (Amendment), The Fair Value Option;
. [FRIC 4, Determining whether an Arrangement contains a Lease;

The following standards, amendments and interpretations are mandatory for accounting
periods beginning on or after 1 January 2006 but are not relevant to the Group’s
operations:

. IAS 19 (Amendment), Employee Benefits

. TAS 21 (Amendment), Net Investment in a Foreign Operation;
[AS 39 (Amendment), Cash Flow Hedge Accounting of Forecast Intragroup
Transactions;

. IAS 39 and IFRS 4 (Amendment), Financial Guarantee Contracts;

IFRS 1 {Amendment), First-time Adoption of International Financial Reporting
Standards and [FRS 6 (Amendment), Exploration for and Evaluation of Mineral
Resources;
IFRS 6, Exploration for and Evaluation of Mineral Resources;
IFRIC 5, Rights to Interests arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds.
. IFRIC 6, Liabilities arising from Participating in a Specific Market — Waste
Electrical and Electronic Equipment;
The following standards, amendments and interpretations to existing standards have
been published that are mandatory for the Group’s accounting periods beginning on or
after 1 January 2007 or later periods but that the Group has not early adopted:

. IFRS 7, Financial Instruments: Disclosures, and the complementary
Amendment to IAS 1, Presentation of Financial Statements — Capital
Disclosures, TFRS 7 introduces new disclosures relating to financial
instruments. The Group will apply IFRS 7 from 1 January 2007, but it is not
expected to have any impact on the classification and valuation of the Group’s
financial instruments



