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To: Securities and Exchange Commission of the RoM

Date: 13" of August 2010
Subject: Semi-annual report for the period 01.01.2010 - 30.06.2010

1. General data

Name

Makedonski Telekom, Joint Stock Company for electronic communications - 1
Skopje

Address of the registered office

Orce Nikolov bb, 1000, Skopje, Republic of Macedonia

Telephone and fax

Tel: +389 23100 200 / Fax : +389 2 3100 300

E-mail kontakt@telekom.mk
Webssite www.telekom.mk

2. Legal status

Registry number 5168660
Activity code 61.10
Activity description Wire line telecommunications

Decision number from the Central Registry

08-03/3843/1 dated 11.05.2006

Date of establishment

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

- 0On 11.05.2006, the Company was registered in the Central Register of the
RoM in accordance with the legal regulations.

Status changes

- 29.01.2001 (Privatization and change of the company's status from a state
owned joint stock company for telecommunications Makedonski
Telekomunikacii - Skopje into a Joint Stock Company for
telecommunications Makedonski Telekomunikacii - Skopije ),

- 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 - Skopje),

- 12.08.1997 (Establishment - organization of a public enterprise for
telecommunications Makedonski Telekomunikacii C.O. - Skopje).

Number of subsidiaries, branch offices

- T-Mobile Macedonia as a separate legal entity 100% owned by Makedonski

Telekom (MKT),

- 44 subsidiaries/ MKT 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 an MKT activity at a location other than the registered
office of the MKT headquarters is registered as a subsidiary.

Number of employees at the end of the period (30.06.2010)

1,283

Management system

Onetier

Name and last name of the procurist (proxy)

Nikolai Beckers
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3. Data on the capital and changes of the capital

Total value of the share capital in MKD 9,583,887,733.00
Number of issued shares

- Ordinary shares 95,838,780

- Preference shares {Golden share) 1
Nominal value of ordinary share 100.00 MKD
Nominal valuie of preference share 9,733.00 MKD

Shares issue

There has been no issue of Makedonski Telekom's AD - Skopje shares in the
reporting period.

Number and percentage of treasury shares in the share
capital at the last day of the period (percentage rounded up
to two decimals)

9,583,878 treasury shares (10.00% of the total number of issued ordinary
shares of Makedonski Telekom AD - Skopije).

Data on purchase of treasury shares

- date and manner of purchase

At the Government auction / regular trading held from 5™ 4il1 9™ of June 2006,
the Company purchased 10.00% of the Government shareholding in

Makedonski Telekom AD - Skopje.

- legal basis for purchase

The treasury shares were purchased in accordance with the Resolution No.
021-98576/1 of the Company's Shareholders’ Assembly.

- quantity

9,583,878

- price per share

Out of 9,583,878 purchased treasury shares, 9,488,040 shares were purchased
for price of MKD 389 and 95,838 shares were purchased for price of MKD 390.

Shares split There has been no split of Makedonski Telekom's AD - Skopje shares in the
reporting period. B

Number of shareholders at the end of the period 4,165 |

{30.06.2010)

International identification number of the ordinary shares MKMTSK101019

issued by the Company - ISIN number

International identification number of the preference shares | MKMTSK121017

issued by the Company - ISIN number

Account (s} / transaction account (s) of the Company and
the title of the institution keeping it.

200000090141316, Stopanska banka AD - Skopje

Makedonski Telekom AD - Skopje
Address  Orce Nikolov bb 1000 Skopje R Macedonia

Contact ~ Phone +389 2 3100 200 ; Fax +389 2 3100 300; Contact center 171
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1D number 5168660



Makedonski Telekorn AD - Skoje
Orce Nikolov bb, 1000 Skopje

4. Financial data and the financial condition of the Company

Price of the ordinary shares

- maximum MKD 530.00
- minimum MKD 416.00
- closing MKD 510.00
Price of the preference shares /

Market capitalization (the value is calculated by multiplying | MKD 48,878 million
the total number of issued ordinary shares and closing
price per share of the ordinary shares on the stock
exchange at the last day of the reporting period).

Mare detail explanation of the operation of the Company The explanation of the operation is given in attach.
with which the data published in the previous annual report
are updated.

Makedonski Telekom AD - Skopje
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To: Securities and Exchange Commnssnon of RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: 13.08.2010
Subject: Explanation on the operation of Makedonski Telekom AD - Skopje for the period from

01.01.2010 t0 30.06.2010

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

During the first half of 2010, revenues on group level decreased by 4% compared to the same period in
2009. Revenues from the fixed telecommunication services have decreased compared to the same
period of the previous year. Internet revenues still experience a continuous growth, as a result of the
continuation of the trend for increasing the number of ADSL Internet subscribers. In addition,
Makedonski Telekom AD - Skopje generates revenues from the sales of the service for provision of digital
television via Internet protocol (“IPTV"). Revenues from VPN in the fixed telecommunication services have
also increased which result in decrease of traditional leased line revenues. Foreign sales revenues have
increased due to the increased volume of incoming international traffic.

On the cost side, depreciation is increased compared to the same period of the previous year. Position
Services is increased due to payment to the domestic mobile and fix line operators partly compensated
by the decrease of payment to international operators. Other operating costs are decreased compared to
the same period of the previous year as a result of the decrease of the FX losses and valuation allowance
of receivables and inventories.

On 13 February 2006, Magyar Telekom Ple., the controlling owner of the Company, (via Stonebridge
Communications AD - Skopje (under liquidation), majority shareholder of the Company), announced that it was
investigating certain contracts entered info by another subsidiary of Magyar Telekom Plc. to determine whether the
contracts were entered into in violation of Magyar Telekom Ple. policy or applicable law or regulation. Magyar
Telekom's Audit Committee retained White & Case, as its independent legal counsel to conduct the internal
Investigation. Subsequent to this on 19 February 2007, the Board of Directors of the Company, based on the
recommendation of the Audit Committee of the Company and the Audit Committee of Magyar Telekom Plc.,
adopted a resolution to conduct an independent internal investigation regarding certain contracts in Macedonia.

For further information about the internal investigation, please refer to the financial statements of the Company for
the year ended 31 December 2008 and 2009,

According to the information provided to the Company by Magyar Telekom Plc.,, on 2 December 2009, the Audit
Committee of Magyar Telekom Plc., provided the Magyar Telekom's Board of Directors with a “Report of
Investigation to the Audit Committee of Magyar Telekom Plc.” dated 30 November 2009 (the ‘Final Report”). The
Audit Commiitee of Magyar Telekom indicated that it considers thai, with the delivery of the Final Report based on
currently available facts, White & Case has completed its independent internal investigation.

According to the information provided to the Company by Magyar Telekom Plc., the Final Report includes the
following findings and conclusions related to Magyar Telekom's Macedonian affiliates, based upon the evidence
available to the Audlit Committee of Magyar Telekom Ple. and its counsel:

- As previously disclosed, there fs evidence that certain former employees intentionally destroyed documents
relating to activities undertaken in Macedonia by Magyar Telekom Plc. and its affiliates.

- Between 2000 and 2006 a small group of former senior executives at Magyar Telekom and Magyar Telekom's
Macedonian affiliates, authorized the expenditure of approximately EUR 24 million through over twenty
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suspect consultancy, lobbying, and other contracts (including certain contracts between Magyar Telekom and
its subsidiaries on one hand, and affiliates of a Cyprus-based consufting company on the other hand). The
Final Report concludes that “the available evidence does not establish that the contracts under which these
expenditures were made were legitimate."

- “The evidence shows that, contraty fo their terms, a number of these contracts were undertaken to obiain
specific regulatory and other benefits from the government of Macedonia. The Companies generally received
the benefits sought and then made expenditures under one or more of the suspect coniracts. There is
evidence that the remaining contracts were also illegitimate and created a pool of funds available for purposes
other than those stated on the face of the agreements.” However, the Magyar Telekom Audit Committee's
counsel did not have access to evidence that would allow it to identify the ultimate beneficiaries of these
expendiitures.

- In entering info these contracts and approving expenditures under them, the former senior executives
knowingly caused, structured, or approved transactions that shared most or all of the following characteristics:

- intentional circumvention of internal controls;
- [false and misleading corporate documents and records;

- lack of due difigence concerning, and faflure to monitor perfarmance of, contractors and agents in
circumstances carrying a high risk of corruption; lack of evidence of performance; and

- expenditures that were not for the purposes stated in the contracts under which they were made, but
rather were intended to obtain benefits for the Magyar Telekom subsidiaries that could only be
conferred by government action,

- The Final Report states that “the Investigation did not uncover evidence showing receipt of payments by any
Macedonian government officials or political party officials.”

As previously disclosed, Magyar Telekom has taken remedial steps to address issues previously identified by the
independent investigation, including steps designed to revise and enhance the Magyar Telekom Group's internal
controls as well as the establishment of the Magyar Telekom Corporate Compliance Program..

Due to these measures, no modifications to the Corporate Compliance Program were viewed as necessary in
response lo the Final Report. According to the information provided to the Company by Magyar Telekom, this
conclusion has been discussed with the Audit Committee of Magyar Telekom, and the Audit Committee of Magyar
Telekom has not made recommendations either relating to Magyar Telekom's compliance program or internal
controls.

In refation fo the issuance of the Final Report and the information provided to the Company by Magyar Telekom, in
January 2010 the Chairman of the Company's Board of Directors requested third party legal and tax expertise for
assessment of the potential accounting and tax implications arising from the transactions conducted by the
Company and its subsidiary subject to the Final Report,

The external experts prepared reports (the “Reports’) on their assessment and submitted the Reports to the
Chairman of the Company’s BoD and the Management of the Company and its subsidiary accordingly. As a resull,
based on the analysis of the Tax and Legal experts and information available to the Management related fo the
transactions subject of the Final Report, amount of MKD 248,379 thousand has been identified as potential fax
impact (together with related penalty interest) arising from the transactions conducted by the Company and its
subsidiary subject to the Final Report. In addition, the value of one contract MKD 105,147 thousand capitalised
within treasury shares is now corrected and accounted for as though these payments had been expensed in 2006
rather than capitalized as part of treasury shares as originally reponted. The other contracts that were identified by
the Final Report and the reports of the tax and legal experts related to transactions undertaken by the Company and
fts subsidiary were expensed in the related periods (2001-2007), which require no restatements.

Currently, there is ongoing tax audit conducted by the Public revenue office for the years 2009 and 2008, upon MKT
claim for profit tax refund for the year 2009. At this stage, there are no proceedings initiated neither by the tax
inspectors conducting the ongoing tax audit nor by the tax authorities in regard to the above described transactions.
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Management believes that at this stage no release should be made on the amounts provided as a result of findings
of White and Case investigation following the 5 year statute of limitation, pending the outcome of the ongoing tax
audit

In May 2008, the Ministry of Interior (“MOI”) of the Republic of Macedonia {“RoM") submitted to the Company an
official written request for information and documentation regarding certain payments for consultancy services and
advance dividend, as well as certain procurements and contracts. In June 2008 the Company submitted copies from
the requested documents. In the same period, T-Mobile Macedonia has also received similar requests for provision
of centain documentation to the Ministry of Interior of RM and they were submitted accordingly.

In October 2008 the Investigation Judge from the Primary Court Skopje 1 - Skopje (the criminal court), has issued
an official written order to the Company fo handover certain original documentation. Later in October 2008, the
Company officially and personally handed over the requested documentation. Additional MO! requests in written
were submitted and the Company provided the requested documentation.

We understand, based on public information available as of 10 December 2008, that the MOI Organized Crime
Department submitted the files to the Basic Public Prosecution Office of Organized Crime and Corruplion, with a
proposal to bring criminal charges against Attila Szendrei (former CEO of Makedonski Telekom AD - Skopje), Rolf
Plath (former CFO of Makedonski Telekom AD - Skopje) Mihail Kefaloyannis {former member of the Board of
Directors in Stonebridge and former member of the Board of Directors in Telemakedonia) and Zoltan Kisfuhdsz
(former CEO of Stonebridge and former non-executive member of the Board of Directors of Makedonski Telekom
AD - Skopje) on the account of a reasonable doubt for committed criminal act. These individuals are proposed to be
charged with having ‘abuse of office and authorizations” in their position in Makedonski Telekom AD - Skopje by
concluding consultancy contracts for which there was no intention or need for any services in return.

The Primary Court Skopje 1 in Skapje, Investigative Department for Organized Crime delivered a summon fo the
Company in connection with the criminal charges against the abave stated persons and asked for a statement
whether the Company has suffered any damages on the basis of the safd consultancy contracts.

After several postponements of the court hearing related to the investigation procedure handled in the Primary
Court Skopje 1 Skopje, on the hearing held on 13 April 2009, the representatives of Makedonski Telekom AD
Skopje declared the position of the Company that taking into consideration the ongoing independent internal
investigation conducted by White & Case, approved by the Company's BoD, it was premature to preannounce any
damage which may be caused by means of the implementation of the mentioned contracts or with reference to
them. Upon completion of the independent internal investigation, the Company will inform the court on its final
position in respect of the possible damage and the criminal prosecution of the accused persons. On April 9, 2010
MKT received notification from the Bureau of judicial expertise that based on the order of the Primary Court Skopje
1 Skopyje the Bureau will perform expertise on case KIOK No. 66/08. The expertise was planned to be performed on
April 16, 2010. Upon request from the attorney of Mr. Kefaloyannis the expertise was postooned for May 11, 2010.

On the meeting held on 11 May 2010 the experts from Ministry of Justice of the Republic of Macedonia - Court
Expertise Office - Skopje, asked for some additional documents from MKT's side in order to prepare the Expertise.
Next session will be arranged upon request by the Court Expertise Office.

The Chairman of the Company's BoD and the Company's Management have received an information that the
contents of the Final Report has also been made available to the Macedonian Public Prosecution Office. The
Company's Management cannot foresee whether the Macedonian Public Prosecution Office will initiate any legal
procedure or the type and scope of legal actions on the basis of the information contained in the Final Report.

We have become aware of no information as a result of a request from any regulators or other external parties, other
than as described above, from which we have concluded that the financial statements may be misstated, including
from the effects of a possible illegal act,
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Internal review in T-Mobile Macedonia

The Company recently became aware of misstatements at its subsidiary T-Mobile Macedonia relating to the
recognition of certain deferred (prepaid) revenues for the first and second quarters of 2010, the years ended
December 31, 2007, 2008 and 2009, and periods prior to 2007, as also announced on August 5, 2010 on the
webpage of Magyar Telekom Plc, the majority shareholder of the Company through Stonebridge Communications
AD - Skopfe (under liquidation). Based on the results of the internal review o date the Company has adjusted the
remaining balance sheet misstatement in the current period. In addition, the Company is further assessing the
effects of these misstatements in ferms of affecting the Company's previous and current financial statements.

The Company has extended its internal review to other accounts in relation to T-Mobile Macedonia. The Company
has informed its Audit Committee, its independent external auditor, of the commencement of the internal review
relating to T-Mobile Macedonia. At present, we cannot predict when the internal review will be concluded, what
the final outcome of the review will be, or the further impact, if any, the review may have on our previously issued
or luture financial statements or results of operations.

AV AxfoR/ M0
\

Nikolai Beckers
Chief Executive Officer
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CONSOLIDATED INCOME STATEMENT ACCORDING TO IFRS (BY COST NATURE)

Addhiess
Contact

Orie Nikolow bh 1000 Skopje R-Macedonia
Phone + 388 7 3100 200 ;  ax v 389 2 3100 300; Contact conter 171

email: kontakt@tolekomamk; www tntekorank

1 number 5168660

Company Makedonski Telekom AD - Skopije
Reporting period 01.01.2010 - 30.06.2010 | 1D number 5168660
(in MKD thousands)
Previous year Current year Indices
No. ltem Compared | Compared to
01.01.2009- | 01.04.2009- | 01.01.2010- | 01.04.2010- | to previous previous
30.06.2009 30.06.2009 30.06.2010 30.06.2010 year quarter
1 OPERATING INCOME 9,053,722 4,611,873 8,690,666 4,432,825 96 96
2 Sales revenues 8,825,889 4,531 ,34BT 8,480,295 4,374,348 96 97
2a | Domestic Sales Revenue 8,217,611 4,204,530 l 7,712,352 3,915,365 94 93
2b | Foreign Sales Revenue 608,278 326,818 [ 767,943 458,983 126 140
3 Changes in the stock of finished products
and on-going production - - - - - -
4 Other operating income 227,833 80,525 210,371 58,477 92 73
5 OPERATING EXPENSES -5,482,465 -2,747,651 -5,608,080 -2,715,644 102 99
6 Purchase value of trade goods -743,780 -340,596 -736,917 -338,585 99 99
7 Spent materials, small inventory and
services 2,314,444 -1,168,490 2,389,425 -1,238,599 103 106
7a | Spentraw materials and small inventory -44 461 -18,311 37,612 17,377 85 95
7b | Services 2,269,983 -1,150,179 2,351,813 1,221,222 104 106
8 Changes in the stock of finished products
and on-going production - - - - - -
9 Employee-related costs -770,152 -391,833 769,165 -380,279 100 97
10 | Depreciation, amortization and provisions -1,442,998 -708,787 -1,579,754 -695,500 109 98
10a | Depreciation -1,442,159 -708,471 -1,486,195 -743,905 103 105
10b | Netlosses due to amortization -433 202 -4,622 -984 1,067 487
10c | Provisions for costs and risks -406 -114 -88,937 49,389 21,906 -43,324
11 Other operating expenses -211,091 -137,945 -132,819 -62,681 63 45
12 | OPERATING PROFIT/LOSS 3,571,257 1,864,222 3,082,586 1,717,181 86 92
13 | Financial income 3,129 3,121 2,790 2,790 89 89
14 | Income from investments, loans, interest
and FX rate movements 238,686 101,244 224,131 118,768 94 117
15 | Other financing income - - - - - -
16 | Financial expenses -56 -36 50 -3 89 8
17 | Expenses forinterest, FX rate movements
| | and similar expenses 46,678 51,594 -66,985 61,632 -144 -119
18 | Other financing expenses - - - - - -
19 | Profit from regular operations before tax 3,859,694 2,020,145 3,242,472 1,777,104 84 8%_3
20 | Income tax 23,730 32,192 -27,965 9,159 -118 ~28—1
21 Net profit after tax 3,883,424 2,052,337 3,214,507 1,767,945 83 86
22 | Minority interest - - - - - -
23 Net proﬁiﬁ)r thyﬁscal zgar 3,883,424 2,052,337 ] 3,214,507 1,767,945 83 86
/-2 AN
Nikolai Beckers \c
Chief Executive Officer
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ANALYSIS OF CONSOLIDATED OPERATING PROFIT ACCORDING TO IFRS (BY COST NATURE)

Company Makedonski Telekom AD - Skopje ]
Reporting period 01.01.2010 - 30.06.2010 | ID number 5168660
(in MKD thousands)
Previous year Current year Indices
No ltem Compared | Compared to
) 01.01.2009 - 01.04.2009 - 01.01.2010- | 01.04.2010- { to previous previous
30.06.2009 30.06.2009 30.06.2010 | 30.06.2010 year quarter
1 Sales revenues 8,825,889 4,531,348 8,480,295 4,374,348 96 97
2 Other operating income 227,833 80,525 210,371 58,478 92 73
3 Purchase value of goods and services sold -743,780 -340,596 -7136,917 -338,586 99 99
4 Changes in the stock of finished products
and on-going production - - -
5 Raw materials, materials and small
inventory spent -44 461 -18,311 -37,612 -17,378 85 95
& 6 Impairment charges -131,429 -80,177 -39,310 -7,236 30 9
(\,;"' 7 Employee-related costs -770,152 -391,833 -769,165 -380,279 100 97
8 Sales costs -1,569,982 -763,898 -1,729,882 -765,017 110 100
9 | Costs for services provided by other parties 2,142,566 -1,094,866 -2,197,063 -1,150,721 103 105
10 | Other operating expenses -80,095 -57,970 98,131 -56,428 123 97
11 | OPERATING PROFIT 3,571,257 1,864,222 3,082,586 1,717,181 86 92
cX. 2ol O
Nikolai Beckers |
Chief Executive Officer
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