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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje

Date: October 2012

Subject: Financial Statements for the third quarter of 2012

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 2012 of Makedonski Telekam AD - Skopije, enclosed is the
complete material for the third quarter of 2012, 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 Telekam AD - Skopije for the third quarter
of 2012 (the same refer to the con solidated and non-consolidated unaudited income
statement);

3. Statements for info accy racy.

In accordance with the respective by-laws, the complete material for the third quarter of 2012
shall be posted in an electronic format on the website of the Secy rities and Exchange
Commission through the respective module,

Yours faithfully, ——
.:lrnlz:_,-.;:gﬂm

Bl f . u’*’" L S

ai-fvar Kosturanoy Daniel Szasz
President of the Board of Directors Chief Executive Officer

#3892 3100 300 Contact centay | 1
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To: Securities and Exchange Commission of RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: October 2012

Subject: Explanation on the operation of Makedonski Telekom AD - Skopije for the
period from 01.07.2012 until 30.09.2012

The following analysis refers to the stand-alone financial reports of Makedonski Telekom AD - Skopje,
Prepared in accordance with the International Financial Reporting Standards (IFRSs),

Customers by 7.6% compared to the same quarter of the previous year, resulting in a customer base of
294 thousand at the end of September 2012 and a decrease of the autgoing traffic by 16.7% am ounting
to 159,646 thousand minutes in the third quarter of 2012, However, Makedonski Telekom has managed

segment and with intemet broadband market share of 54% (estimated internally). The revenues from
internet and digital television via Intermat protocol ("IPTV") increased by 3.0 % compared to the thirg
quarter of the previous year. The focus on the double and triple play packages resulted in an increased
number of DSL customers By 6.19%, resulting in DSL customar base of 167 thousand at the end of
September 2012 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 nu mber of IPTV customers
by 63.9% compared to end of September 2011, amounting to 58 thousand at the end of September
2012. To address the competitive pressure in the fixed market, a repositioned portiolio was introduced
during the second quarter focusing primarily on double and triple play offers,

Other operating income and expenses are increased as a result of the sale of three administrative
buildings and purchasing of new administrative building as part of the contract for sale and purchase of
real estate with an exchange,

Apart from this transaction, other Operating expenses remained stable in the third quarter of 2012
compared to the same period of the previous year,

The above-stated movements resulted in an increase of the net profit for the third quanter of 2012 by
86.9% compared to the same period of the previous year as a result of increased other operating income
and cost due to the transaction for sale and purchase of real estate with an exchange, resulting in net
profit of MKD 850,476 thousand,

Telekom's Audit Committee retained White § Case. as its independent legal counsel to conduct the internal
investigation. Subsequent to this on 18 February 2007, the Board of Dirsctors of the Company, based on the
recommendation of the Audit Committee of the Company and the Audit Committse of Magyar Telekom Pic,
adopted a resolution lo conduct an independent internal investigation regarding certain contracts in Macedonia,

Makadonzk Tetekam AD - Skopia 1
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US. Foreign Corrupt Practices Act {the "FCPA") The Company has previously disclosed the results of the internal
investigation.

Magyar Telekom's Audit Committee informed the 11 S Departrnent of Justice {the DO} and the LS. Sacur ities and
Exchange Commission (the “SEC") of the internal investigation. The DOJ and the SEC commenced investigations

investigation, please refer tg the financial statements of the Company for the yearended 31 December 2010

In 2011, Magyar Telekom entered into final setflements with the DOJ and the SEC to resolve the DOY's and the
SECs investigations relating to Magyar Tefekom. The settiements concluded the DOJ's ang the SFC's
investigations,

Magyar Telekom has entered into a twovear deferred Prosecution agreement fthe *DFA ") with the DOI. undey
which Magyar Telekom was charged with a viglation of the anti-bribery provisions of the FCPA and two violations of
the books and records provisions of the FCPA, In accordance with the DPA, on 29 December 2011, the Doy filed &
criminal information (the “Information | setting out these charges in the U.S. District Court for the Eastern District of

The final settfements recognize the DOM's and the SEC's consideration of Magyar Telekom's seff-raporting,
thorough intemal investigation, remediation and cooperation with the 00's and the SEC's investigations, Magyar
Telekom has undentaken several femedial measures to address the issues identified during the course of these
investigations. These measures include steps designed to revise and enhance Magyar Telekom's internal controfs
as well as the establishment of the Corporate Compliance Fragram. The Corporate Compliance Program promotes
awareness of Magyar Telekom's compliance policies and procedures through training, the operation of &
whistleblower hotline, and monitoring of and communications with, employess and subsidiaries of Magyar
Telekom. Magyar Telekom remains fully committed to responsible corporate behaviour

On § January 2012 Magyar Telekomn paid a criminal penalty of LISD 59.6 millian pursuant to the settfemant with the
DOJ and on 23 January 2012 Magyar Telskom paid USD 252 million for disgorgement of profits and USD 6.0

Makedonzk) Talokam AD - Skopia 2
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The external expents prepared reports fthe "Reports®) an their assessment and submitted the Reports to the

In May 2008, the Ministry of interior ("MOI") of the Republic of Macedonia ("ReM") submittedt to the Company an
official written request for information and documentation fegarding certain payments for consultancy services and
advance dividend, as wall a5 certain procurements and contracts. In June 2008 the Company submitted copies
from the requested documents,

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

We understand, based an public information available as of 10 December 2008, that the Moy Organizad Crirme
Department submitted the files to the Basic Public Prosecution Office of Organized Crime and Corruption, with &
proposal to bring criminal charges against Attils Szendrei (former CEQ of Makedonski Telekom AD - Skopfel Rolf
Flath (former CFO of Makedonski Telekom AD - Skopje) Mihail Kefaloyannie (former member of the Board of
Directors in Stonebridge and former member of the Board of Directors in Telemacedonia) and Zoitan Kisjuhdsz
{former CEO of Stonebridge and former non-executive member of the Board of Directors of Makedonski Telekom

charged with having ‘abuse of office and authorizations® in their Position in Makedonski Telekom AD - Skogje by
concluding consultancy contracts for which there was no intention or need for any services in retum.

The Primary Court Skopje 1 in Skopje, Investigative Departmeant for Organized Crime delivered a summon to the

Company in connection with the criminal charges against the above stated persons amd asked for a statemant
whetherthe Company has suffared any damages on the basis of the said consultancy contracts

After several postponements of the court hearing related to the investigation procedure handled in the Primagy

damage which may be caused by means of the implementation of the mentioned contracts or with reference to
them. An expertise was performed on 11 May 2010 and the experts from Ministty of Justice of the Republic of
Macedonia — Court Expertise Office - Skopje, asked lor some additional documents from Company’s side in order
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to the Court Expertise Office on 1 MNevember 2010,

Based on pub fically availabie information, we un derstand that the Public Prosecutor has filed an indictment in 2011

against Mr. Szendrei Mr Kisjuhdsz and Mr. Plath. byt not against Mr, Kefs

oyannis. The court hearing has taken

place at the end of 201 I, but it was postponed since the court could not provige presence of any of the defendants.
The Company, as oamaged party in this case, has not recefved official court invitation for the hearing.

addressed the Company as party damaged by the actions of the defendants. However, based on the content of the
order for expentise issued by the investigative Judge, and on the basis of the expert opinion, it can be concluded that
now damaged parties are shareholders of the Company {Stonebridge AD Skapfe, Bapublic of Macedonia ang

fines for the criminal procedyre which is initiated against the ind viduals,

We have not become aware of any information as a result of a fequest from any regulators or other extema parties,
ofher than as describec above, from which we have concluded that the financial slatements may be misstated,

Including from the effects of 4 paossible iifegal act,

Makedonski Talakam AD Skopje
Address  Oroe Nikoley bl 1000 Shopje B Maredania
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NON-CONSOLIDATED INCOME STATEMENT ACCORDING TO IFRS (BY COST NATURE)

Company ] MAKEDONSKI TELEKOM, JOINT STOCK COMPANY FOR ELECTRONIC COMMUNICATIONS - SKOPH
Reporting period | 01.01.2012- 30092012 - non -consolidatad | 1D number | 51686
. {in thousands of MKD) o
Pre /ious year Current yaar Indices |
Cumulative Current Cumulative Current Comparedto | Comparedtn |
No, ftem from the quarter from the quarter the previous | the previous
beginning of beginning of year uarter
the year the year | a—
1 | OPERATING INCOME 6,214,550 2,040,730 6,864,867 3077425 mel s
2 | Sales revenues 6.093.058 2020254 5488807 1,805,923 90 _ B
2a | Domestic sales ravenug 4,954,185 1614 567 4,374,348 1428847 8 .
2b | Foreign sales revenue 1,136,873 405267 1,114,559 377076 93 e |
Changes in the stock of finished products and
3 _| work in progress 0 ] ] ] g = -]
4 | Other operating income 121,50 2047d 1375960 1.271.502 1132 [
3 | OPERATING EXPENSES (4,809,581 (1,804,704) (5,476,738) (2.246674) 4 140
6 | Costvalue of frade goods (263483} [67.231) {245,790 {80,225 L] _19
7 | Materials, small inventory and senvices (2,424,273 i824.371) (2.341,884) (830,156 a7 _ o
Ta | Raw matenials and small inventory {36,405} i12.668) [24615] 7,643 ] R
Tb | Sapices (2,387 268 (811,703) [2317.274) [B22.513) a7 101 |
Changes in the stock of finished praducts and
8 | work in progress ] ] ] o 0 _
8 | Emploves-ielated costs (795.377) {253,958) {811,432 [271,228) 102 1y |
10 | Depreciation, amortization and provisions (1,341,715 [442641) {1.451.330) {488 526} 108 o |
10a | Depreciation 11,338 364} {441.441) [1.448,337) [488.514) 108 _
108 | impairmant of fived dssats [3351) {1,200} 13.063) [12] a1 .
10¢ | Provisions for costs and risks a0 ] ] 0 0 _ o
11 | Other aperating expenses 15,267 116,503 [B26,237) {576,534 [4.102] A
12 | OPERATING PROFIT/LOSS 1,404,878 436,026 1,388,129 830,751 99 1w
13 | Financial income 3,746,235 0 3,358, 754 3 20 o [
Income fram investmants, loans, interest and
14 | FX rate movements 130,693 43,286 116,336 33517 83 N
15 | Other financing income 0 a ] a o .
16 | Financial expenses i 1] 0 0 a 0]
Expanses for interest FX rate mavements and
17 | similar ENpensas [22,122) {19.413) {12487) {2,705 56 o :
| 18 | Other financing expenses 0 0 a 0 0 _0]
18 | Profit/loss from regular operations before tax 5,250 784 459,99 4,850,752 859,476 gz 187 |
20 | Ingome tax o {I 0 0 ] 0|
|21 | Netprofit/loss after tax 5,250,784 450,899 4,850,752 B59.4T5 2 187
22 | Minority interest 0 D 0 0 0 0
L 23 Hulmﬂmnuhrﬁuﬂmm 5,250,784 450,809 4,850,752 859476 g2 187
I B ® ®E @B nx."'sr:;_a,lﬂ
Daniel Szasz
Chief Executive Officer
1
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ANALYSIS OF NON-CONSOLIDATED OPERATING PROFIT/LOSS ACCORDING TOIFRS {BY COST NATURE)

CnmNn‘,r MAKEDONSKI TELEKOM, JOINT STOCK COMPANY FOR ELECTRONIC COMM UNICATIONS - SKOPIE |
Reporting period 01.01.2012 - 30.09.2012 - non- consolidated r ID number
(in thousands of MKD) )
== L Pravious year year Indices
Cumulative Currant Curnulative Currant Comparedto | Compared 1o
No, ftem from the quarter from the quarter theprevious | the previous
beginning of beginning of year | quarter
the year the year e
1 | Sales ravenueg 6,093,058 2.020.254 5.488.907 1,805,923 a0 -0
2 | Other operating incoma 121,501 20476 1,375,964 1.271,502 1132 _ B2 |
|3 | Costvalueof goods and sarvices soig (263,483 67,231} [245,790) 80,225 g | 1y |
Changes in the stock of finisheg praducts and
4 | work in progress 0 ] 0 Q ] £l
5 | Raw materials, materials and small inventary [36,405) |12.668) 124,615 {7643} B8 _Ed
6 | Impaitment charges 22736 9,343 (18,608 [6352) [BE] it
T | Employee-related costs 795377 1253958 [B11.432) {271,228 102 |1
8 | Salescosts (1,511,371 {489,748 (1,631,604 [545,164) 108 _ i
9 | Cosis for services pravided by other panias [2,214.862) [763.357) 12,134,007} {765 862 O _
10 | Cther Operaling expanses (10819 [27.045) (609 682) [570.200) 5,635 _ A
|11 | OPERATING PROFIT/LOSS 1,404,978 436,026 1,388,129 830,751 Cl] e
1
I B B E E B ¢ N B R
2
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To: Securities and Exchange Commission of RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: October 2012
Subject: Explanation on the operation of Makedonski Telekom AD - Skopie for the

period from 01.07.2012 until 30.09.2012

The following analysis refers tg the consolidated financial reports of the Makedonski Telekom AD -
Skopie Group, which includes Makedonski Telekom AD - skopje, T-Mabile Macedonia AD Skopje and
the e-Makedonija - Skopje Foundation, prepared in accordance with the International Financial
Reporting Standards {IFRSs),

During the third quarter of 201 2, the sales revenues at Group level decreased by 11.8% compared to the
same period in 2011, due to lower revenues from both mobile and fixed segment.

The voice revenues in the fix segment services decreased due to the decreased number of fixed ling
customers by 7,6% compared to the same quarter of the previous year, resulting in a customer base of
294 thousand at the end of September 2012 and a decrease of the outgoing traffic by 16.7% am ounting
1o 159,646 thousand minutes in the third quarter of 2012, However, Makedonski Telekom has managed
to maintain its leading market position with a market share of 73% (estimated internally) in the fixed line
segment and with intemet broadband market share of 54% (estimated internally), The revenues from
internet and digital television via Internet protocel (*IPTV") increased by 3.0% compared to the third
quarter of the previous year. The focus on the double and triple play packages resulted in an increased
number of DSL customers by 6,19, resulting in DSL customer base of 167 thousand at the end of
September 2012, 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 63.9% compared to end of September 2011, amounting to 58 thousand at the end of September
2012, To address the competitive pressure in the fixed market, a repositioned portfolio was introduced
during the second quarter focusing primarily on double and triple play offers,

The mobile revenues decrease is mainly a result of the intensified competition, especially in the prepaid
and the business segment. The decling in mobile revenues is mostly due to the decrease in the voice
retail revenues, mainly as a result of the decrease in the subscriber base resulting to 1,227 thousand
subscribers at the end of September 2012, In addition, the Averaga Revenue Per lser {ARPU) decreased
by 8.6%. Mobile internet services remains in our focus with continuous introduction of various
promotions, innovative internet based services and newest smart phones on the market, Nevertheless,
even with this strong price competition, T-Mabile Macedonia has maintained its leading market position
with a market share of 47.8% (estimated internally),

Other operating income and expenses are increased as a result of the sale of four administrative
buildings and purchasing of new administrative building as part of the contract for sale and purchase of
real estate with an exchange.

Apart from this transaction, other operating expenses remain stable in the third guarter of 2012
compared to the same period of the previous year,

e R.Macedonia
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The above-stated movements on the revenues and costs side resulted in an increase of the net profit for
the third quarter of 2012 by 21.9% compared to the same period of the previous year as a result of
increased other operating income and cost due to the transaction for sale and purchase of real estate
with an exchange, resulting in a net profit of MKD 1,881,775 thousand,

On 13 February 2006, Magyar Telekom Plc., the controfling  owner of the Company, [wa Stenebridge
Communications AD - Skapje (under liquidation), majority sharehoider of the Company) announced that it was
investigating certain contracts entered into by another subsidiary of Magyar Telekom Pic. o determine whether the

adopted a resolution to conduct an independent intarmal in vestigation regarding certain contracts in Macedonia.

Based on publicly availsble information, as well as information obtained from Magyar Telekom and as previcushy
disclosed, Magyar Telekom's Audit Committee conducted an interna! investigation regarding certain contracts
relating to the activities of Magyar Telekom and/or its affitates in Montenegro and Macedenia that totalled more
than EUR 31 million. In particulsr, the intemal investigation examinad whether Magyar Telskom andfor jte
Mortenagrin and Macedonian affiliates had made payments prohibited by U S laws or regulations, including the
U.S. Foreign Comupt Practices Act fthe “FCEA"), The Company has previously disclosed the results of the intermal
investigation,

Magyar Telekom's Audit Committee informed the U5, Department of Justice fthe "DOI") and the LS. Securities and

In 2071, Magyar Telekom entered into final settlements with the DO and the SEC 1o resolve the DOJ's and the
SEC's investigations relating to Magyar Telskom. The settlements concluded the DO/'s and the SEC's
investigations,

Magyar Telekom has entered inio a two-year deferred prosecution agreement (the *DPA ") with the DOJ, under
which Magyar Telekom was charged with & violation of the anti-bribery provisions of the FCPA and two viclations of
the books and records provisions of the FCPA. In accordance with the DPA, on 29 December 201 1, the DOV filed a
criminal infarmation (the “Infarmation | sefting out these charges in the LS, District Court for the Eastem District of
Virginia. Magyar Telekom has agreed fo admit to the DOJ's aflegations and to acknowledge responsibifity for the
acts as charged in the Information, Magyar Telekom has agreed to pay a criminal penalty of USD 59.6 million to

On 29 December 2011, the SEC fited in the U8, District Court for the Southem District of New York 8 Complaint
{the “‘Complaint”) and a Proposed Final Judgment against Magyar Telekom (the “Final Judgment"]. Without
admitting or denying the allegations in the Complaint, Magyar Telekom consented to the filin g of the Compiaint and
entry of the Final Judgment to resolve the SEC's investigation. The Complaint alleged civil violations of the FCPA's
anti-bribery, books and records and internal control provisions, The Final fudgment, which was approved by the
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The final setffements recognize the DOJ's and the SECs consideration of Magyar Telekom's self-reporting,
thorough intemnal investigation, femediation and cooperation with the DO and the SEC’s investigations Magyar

According the infermation Provided to the Company by Magyar Telekom Ple, on 2 Decemnbar 2009, the Audit
Committes of Magyar Telekom Pic., provided the Magyar Telekom's Board of Ditectors with a "Report of
Investigation to the Audit Committee of Magyar Telekom Ple.” dated 30 MNovember 2009 fthe “Final Report”),

In relation to the issuance of the Final Report and the information provided to the Company by Magyar Telekem, in

The external experts prepared reports (the ‘Reports’) on their assessment and submitted the Reports 1o the
Chairman of tha Company's Bol and the Managament of the Company and its subsidiary accordingly. As & result
based on the analysis of the Tax and Legal experts and information available to the Management related to the

from the requested documents. in the same period, T-Mobile Macedonia has also received similar requests for
provision of certain documentation to the Ministry of Interior of AM and the ¥ were submitted accordingly,

In Octaber 2008 the Investigation Judge from the Primary Court Skopje 1 - Skapje (the criminal court), has issued

were submitted and the Company provided the requested documentation.
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We understand, based on Public information available as of 10 December 2008, that the MO Organized Crime
Lepartment submitted the files fo the Basic Public Prosecution Office of Organized Crime and Cormption, with a

{fermer CEO of Stonebridge and former nom-executive member of the Board of Directors of Makedonski Telekom
ALD-Skopje) on the account of 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 - Skopfe by
concluding consultancy contracts for which there was no intention or nead for any senvices in refurn,

The Primary Court Skopje 1 in Skopja, Investigative Department for Organized Crime delivered a summon to the
Company in connection with the crimingl charges against the above stated persons and asked for & staternant
whether the Company has suffered any damages on the basis of the saig consultancy contracts,

After several postponements of the court hearing related to the investigation procedure handied in the Primary
Court Skopje 1 Skopjs, on the hearing held on 13 April 2008, the representatives of Makedonski Telekom AD
Skopje declared the pasition of the Company that taking into consideration the ongoing independent infemal

fo the Court Expertise Office on 1 November 2010,

On 14 March 2011, the Company received from the Primary Court Skopje 1 a copy of the “Finding and Opinion"
oated November 2010, issued by the Bureay of Judicial Expertise to the Primary Court Skopje 1 as a result of the
expertise procedure. The “Finding and Opinion” addresses and contains conclusions regarding five contracts
entered into with Chaptex and Cosmotelco in 2005 and 2006 and formerly reviewed by the Audit Committee of
Magyar Telskom. The “Finding and Opinion” concludes that, based on these contracts, expenditures in the amount
of EUR 3.975 million were made by the Company and Stonebridge to Chaptex "without evidence for performed
services”, accordingly, shareholders of the Company and Stonebridge in the proportion of their shareholding,
suffered damages in the aforementioned aggregate amount as result of decreased procesds for payment of
dividend in 2005 and 2008,

Based on publically available information, we understand that the Fublic Proseculor has filed an indictment in 2011
against Mr. Szendrei, Mr. Kisjuhdsz and My Flath, but not against Mr. Kefaloyannis. The court hearing has taken
Place atthe end of 201 1, but it was Ppostpaned since the court could not provide presenice of any of the defendants.
The Company, as damaged party inthis case, has not received official court invitation for the hearing.

Fursuant to the questions posed by the investigative judge. it could be conciuded that the public prosecutor has
addressed the Company as party damaged by the actions of the defendants, However, based on the content of the
order for expertise issued by the investigative judge, and on the basis of the expet opinion, it can be concluded thar
now damaged parties are shareholders of the Company (Stonebridge AD Skopje, Republic of Macedonia and
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CONSOLIDATED INCOME STATEMENT ACCORDING TO IFRS (BY COST NATURE)

LCampw MAKEDONSKI TELEKOM, JOINT STOCK COMPANY FOR ELECTRONIC COMMUNICATIONS - S0 |
| Reporting period 01.01.2012 - 30,09.2012 - consolidated | 1D number 51686
(in thousands of MKD) I
[ | Pravious year Current year Indices |
Cumulative Current Cumulative Currant Comparedto | Compared 1o
Mo, [tam from the quarter from the quarter the previous the previous
beginning of beginning of year quarter
the year the year
1 | OPERATING INCOME 11,891,720 4,096,370 11,987,237 5,082 354 100 124
2 | Sales revenues 11,791,820 4.047 423 10,325,779 3570663 aa R
2a | Domestic sales revenya 10,446,493 3553107 8,047,100 3,108,501 86 - &8 |
2b | Foreign sales revenus 1345327 433716 1378679 461,152 102 —
Changss in the stock of finishad products and
3 | workin progress I 0 1] ] ] _
4 | Other operating income 192,900 48.047 BB 458 151,701 831 _ s
5 | OPERATING EXPENSES (7,840,785) {2,591,130) (B.489,384) (3,238 579) 108 125
6 | Costvalue oftrads goods (1,031,797 {313,408 (916,352 {304,304) 9 _ @
| T | Materials, small inventory and services {2.291,726) {1,067.343) [3,157 565) (1075701 % _ N
Ta | Raw materials and small inveniary [55.065) [16.748) [32.900 {7.948) 0 _
b | Services (3,236,661 {1.D50,595) [3.124 B65) [1067.753) g7 o
Changes in the stock of finished products and
8 | work in progress o 1] 0 1] 0 _
9 | Employee-ralated costs (1,174,587 (386,581 (1,167,375 (396,703} a9 _

10 | Denraciation, amortization and provisions [2.258,285) 778418} [2,433.948) {782 865) L1
!0a | Depreciation (2,348,621 [T76.885) {2436.927) [762.892) 104 _ @8 |
108 | Impairment of fixed assets [4,853) (1.323) (3,077 [12] 63 Sy
10¢ | Provisions for costs and risks 85,189 {210y 6,056 39 ] [ |

11 | Cther operating expenses [84.390) [45,200) {B13.544) {698,915 64 1543 |

12 | OPERATING PROFIT/LOSS 4,150,935 1,505,240 3,407 853 1,843,775 8 122 |

13 | Financial income 3.281 0 3284 3 L0 _ 0|

Income from investments, loans, interest and

14 | FX rate movements 174,080 60550 159,583 43,526 g2 |

15 | Other financing income 0 1] 0 Q ] o

16 | Financial expenses 0 a Y 1] 0 ——

Expenses for intarest, FX rate movements and

17 | similar expensas 134.525) (23.022) (15329 {5.529) 44 A

18 | Other financing BN pEnsEs ] ] ] 0 ] 1

19 Profityloss from regular operations before tax 4293771 1,542,768 3,645,381 1,881,775 85 122 |

20 | Income tax 0 0 0 0 a _ o

21 Nat profit/ioss after tax 4203771 1.542 768 354539 1,881,775 85 122 |

22 | Minarity interesy 0 0 ] i} ] U

23 | Nat profit/loss for the fiscal year 4,293,771 1,542,768 3645391 1,881,775 85 | rew

-'L_ ’ : a B
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Daniel Szasz
Chief Executive Officer
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ANALYSIS OF CONSOLIDATED OPERATING PROFIT/LOSS ACCORDING TO IFRS (BY COST NATURE)

" Company | MAKEDONSKI TELEKOM, JOINT STOCK COMPANY FOR ELECTRONIC COMMUNICATIONS - SKOPIE
Reporting periad [ 01.01.2012 - 30.08.2012 - consolidated ] 10 number G
— {in thousands of MKD) -
Previous year Current ysar Indices -
Cumulative Currant Cumulative Curmrent Compared to | Compared 1o
Na, ftam from the Quarter from the quarer the pravious the previous
beginning of beginning of year quartar
the year the year —
1 | Salesreveriues 11,791,820 4047423 10,325,779 3,570,653 B8 i
2 | Other operating income 189,900 48.547 1,661,458 LE1 1,701 B31 _ 30
3 | Costvalue of goods and senvices sald (1.031,797) {313,408) {316,952 [304,394) 49 _ Y
Changes in the stock of finisheg products and
4 | work in progress a o o 0 0y
5 | Raw malerials, materials and small inventory |55.065) (16,748) [32.900) (7.548) 2] 4
6 | Impairment charges (34,638 (7,109 {67, 182) [25.514) 194 il
7 | Employes-related costs (1174587 (386,581} {1.167.375) (306, 703) 99 _ I
8 | Salescosts (2515934 {853,388) [2.706,635) [847.568) 108 -
8 | Costs for services provided by other parties {2874,158) [874,302} (2,848,901 (583,038 6 10|
10 | Other Cperating expenses 154,605) {39.504) (749.430) [B673.414) 1372 1.7
|11 | OPERATING PROFIT/LOSS 4,150935 1,505,240 3,497,853 1,843,775 84 | 122 |
] @ @2 g el m oo
G T oD
Daniel Szasz
Chief Executive Officer
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje

Date: October 2012

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 material for the third quarter of 2012 prepared on nonconsolidated basis is
accurate and reliahle.

On 13 February 2006 Magyar Telekom Pic, the controlling owner of the Company, (v Stonebridge
Communications AD - Skopje {under liquidation), majority shareholdar of the Company), announced that it was
investigating certain contracts entered into by another subsidiary of Magyar Telekom Pic: fo determine whether the
coniracts were entered into in violation of Magyar Telekom Ple. policy or applicable faw or regulation. Magyar
Telskom's Audit Commitiee retained White & Case as jis independent legal counsel to coneuct the internal
investigation. Subsequent to this on 18 February 2007, the Board of Directors of the Company, based on the
fecommendation of the Audit Committee of the Company and the Audit Committee of Magyar Telekom Pic.
adopled a resolution to conduct an in dependent intemal investipation regarding certain contracts in Macedonia,

than EUR 31 million. In particular, the internal investigation examined whether Magyar Telekom and/or its
Montenegrin and Macedornian affiliates had made payments prohibited by U.S. laws or regulations, including the
LS. Foreign Corupt Practices Act {the "FCPA"). The Company has previausly disclosed the results of the internal
ifvestigation,

into the activities that were the subject of the internal investigation, For further information about the intermal
investigation, please refer to the financial Statements of the Company for the vear ended 31 December 2010

In 2011, Magyar Telekom entered into final settiements with the DOJ and the SEC to resolve the DOJ's and the
SEC's investigations relating to Magyar Telekom. The setlements concluded the DOJs and the SEC's
investigations,

the books and records provisions of the FCPA. In accordance with the DPA, on 29 December 201 1, the DO filed a
criminal information {the “Infarmation | setting out these charges in the L1.S. District Court for the Eastern District of
Virginia. Magyar Telekom has agreed to admit to the DOY's allegations and to acknowledge responsibility for the

term of the DPA. The DOJ will seek to dismiss the charges upon conclusion of the fwo-year term, unless Magyar
Telekom violates the terms of the DPA.

Makedonaki Telekam AD Shopje 1
Address Qe Nikelow b 1000 shopje B Manedonia
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On 29 December 2011, the SEC filed in the U4S. District Court for the Southem District of New York a Compiaint
{the *Complaint”) and a Proposed Final Judgment against Magyar Telekom fthe “Final Judgment ) Without
admitting or denying the allegations in the Complaint, Magyar Telekom consented to the filing of the Compiaint and
entry of the Final Judgment to resolve the SEC's investigation. The Gomplaint alleged civil violations of the FCPA's

awareness of Magyar Telekom's compliance policies and procedures through training, the operation of a
whistleblower hotline, and monitoring of and communications with, employees and subsidiaries of Magyar
Telekom. Magyar Telekom remains fully comemitted to responsible corporate behaviour

On 8 fanuary 2012 Magyar Telekom paid a criminal penalty of LUSD 59.6 million pursuant to the seftlement with the
DO and on 23 January 2012 Magyar Telekem paid USD 25.2 million for disgorgement of profits and USD 6.0

Magyar Telekom and are nat reflected in the separste financial statements of the Company.

According the information provided to the Company by Magyar Telekom Fiz, on 2 December 2009, the Audit
Committee of Magyar Telekom Pic, provided the Magyar Tefekom's Board of Directors with a ‘Repon of
Investigation to the Audit Committee of Magyar Telekom Ple." dated 30 November 2009 (the “Final Report”)

assessment of the potential accounting and tax implications anising from the transactions conducted by the
Company and its subsidiary subject to the Final Report.

The extemnal experts prepared reports (the *Reports”™) on their assessmenl and submitted the Reports to the
Chairman of the Company’s BoD and the Management of the Company and its subsidiary accordingly. As a resuit
based on the analysis of the Tax and Legal experts and information available o the Management related to the
fransactions subject of the Final Report, amount of MKD 216,577 thousand has been identified as potential tax

in May 2008, the Ministry of Interior ( "MOI") of the Repubiic of Macedonia ("RoM”) submitted to the Company an
official written request for information and documentation regarding certain payments for consultancy services anc
advance dividend, as well as censin pracurements and contracts, In June 2008 the Company submited coples
from the requested docurnents,

Makadonzki Telakom AD - Skapia 2
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In October 2008 the Investigation Judge from the Frimary Court Skopje 1 - Skopje (the criminal court), has issued
an official watten crder to the Company to handever certain original documentation. Later in October 2008, the
Company officially and parsonally handed over the requested documentation. Additional Mo/ requests in whitien
were submitted and the Company provided the requested documentation,

We understand, based on public information available as of 10 December 2008, that the MOI Crganized Crima
Department submitted the files to the Basic Public Prosecution Office of Orgamized Crime and Corruption, with 4
Propasal to bring criminal charges against Attila Szendrei (former CEO of Makedonski Telekom AD - Skepje). Rolf
Flath {former CFO of Makedonsii Telskom AD - Skopje). Mihail Kefaloyannis fformer member of the Board of

{former CEQ of Stonebridge and former nerexecutive member of the Board of Directors of Makedonski Telekom
AD - Bkopje) an the account of a reasonable doubt for committed criminal act These individuals are proposed to be

The Primary Court Skopje 1 in Skopje, Investigalive Department for Organized Crime delivered a summeon to the
Company in connection with the criminal charges against the above stated persons and asked for & statement
whether the Company has suffered any damages on the basis of the said consultancy contracts,

After several postponements of the count hearing refated to the investigation procedure handiad in the Primary
Court Skopje 1 Skopje, on the hearing held on 13 April 2009, 1pe representatives of Makedonski Telekom A0
Skopje declared the position of the Company that taking into consideration the ongoing independent internal

On 14 March 2011, the Company received from the Primary Court Skopje 1 a copy of the “Finding and Opinion”,
dated November 2010, issued by the Bureay of Judicial Expertise to the Primary Court Skogje 1 as & result of the
expertise procedure. The “Finding and Opinion” addresses and contains conclusions regarding five contracts

services”, accordingly, shareholders of the Company and Stonebridge in the preportion of their shareholding,
suffered damages in the aforementioned aggregate amount as resylt of decreased procesds for payment of
dividend in 2005 and 2006

Based on publically available informatio . we understand that the Public Prosecutor has filed an indictment in 20711
against Mr. Szendrei, Mr, Kisjiuhdsz and Mr Fiath, but not against Mr. Kefaloyannis. The court hearing has taken
place at the end of 2011, but it was Postponed since the court could not provide presence of any of the defendants
The Company, as damaged party in this case, has not received official court invitation for the hearing.

Fursuant to the guestions posed by the investigative Judge, it could be concluded that the public prosecutor has
addressed the Company as party damaged by the actions of the defendants. However, based on the content of the
order for expertise issued by the investigative judge, and on the basis of the expert opinion, it can be concluded that
now damaged parties are shareholders of the Company (Stonebridge AD Sk opje, Republic of Macedania and
minernty shareholders) and therefore the state budget as the Republic of Macedonia is a sharsholder in the
Company. Therefore, the public prosecutor should clear out who is considered as damage party in this particular
case, which is of significant importance for the position of the Company in this proceeding and its further actions. At
the moment there aren't any indications that the Company could be found liable and made (o pay any penalties or
fines for the criminal procedure which is initiated against the individuals.
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including from the effects of a passible illegal act.
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Chief Executive Officer
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: October 2012
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 material for the third quarter of 2012 prepared on consolidated basis is
accurate and reliable,

Telekom's Audit Committee retained White & Case, as its independent legal counsel to conduct the intermal
Investigation. Subsequent to this on 18 February 2007, the Board of Directors of the Company, based on the
fecammendation of the Audit Committee of the Company and the Audit Committee of Magyar Telekom Fic.
adopted a resolution 1o conduet an a'ndepende.nrJ'nrema-‘fnl.'es:.r'ganbn regarding certain contracts in Macedonia,

Based on publicly available information, as well as information obtained from Magyar Telekom and &5 previously
disclosed, Magyar Telekom's Audit Committee conducted an internal investigation regarding certain contracts

Magyar Telekom’s Audit Committee informed the (15 Department of Justice (the ‘DOS)and the LS. Securities and
Exchange Commission {the "SEC") of the intemal investigation. The DO/ and the SEC commenced investigations
into the activities that were the subject of the internal imvestigation. For further information about the internal
investigation, please refer to the financial statements of the Company for the year ended 31 December 2010,

In 2011, Magyar Telekom entered into final settlements with the DOJ and the SEC fo resolve the DO/'s and the
SEC's investigations relating to Magyar Telekom The seflements conciuded the DOfs and the SEC's
investigations,

eoaperate with the DO in future inves tigatians, to refrain from any violations of U S, federal criminal law, to continue
I0 operate a compliance program and to report to the DOJ annually regarding the compliance program during the
term of the DPA. The DOJ will seek ta dismiss the charges upon conclusion of the two-vear term, unless Magyar
Telekom violates the terms of the DPA,
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On 6 January 2012 Ma qvar Telekom paid & criminal penalty of USD 58.6 milion pursuant to the setffement with the
00 and on 23 January 2012 Magyar Telekom paid USD 25.2 mition for disgorgement of profits and USD 6.0
milfion of prefudgment interest pursuant to the settlement with the S5 C, totalling USD 90.8 million paid with respact
o the settiements with the DO and the SEC.,

[e
Comrmittee of Magyar Telekom Ple., provided the Magyar Telekom's Board of Directors with a “Report of
Investigation to the Audit Committee of Magyar Telekom Pic. " dated 30 November 2009 {the “Final Repor”)

The external experts prepared reports (the “Reponts’) on their assessment and submitted the Reports to the
Chairman of the Company's BaD and the Managerment of the Company and its subsidiary aceordingly. As a result
based on the analysis of the Tax and Legal experts and informatian available to the Management related 1o the
transactions subjact of the Final Report, amount of MkD 248,379 thousand has been identified as potential tax

as part of treasuty shares ss originally reported. The other contracts that were identified by the Final Report and the
reports of the tax and legal experts relajed fo transactions undertaken by the Company and its subsidiary wers
expensed in the refated periods (200 1-2007),

In May 2008, the Ministry of Interior ("MOF") of the Republic of Macedoriia {“RoM") submitted to the Company an
official written request for information and documentation regarding certain payments for consultancy services and
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advance dividend, as well as cerain procurements and contracls. 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 certain documentation to the Ministry of Interior of M and they were submitted accordingly.

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

proposal to bring criminal charges against Attila Szendrei (former CEO of Makedonski Telekom AD - Skopje), Rolf
Flath (former CFO of Makedanski Telekom AD - Skapje), Mihail Kefaloyannis iformer member of the Board of
Directors in Stonebridge and former member of the Board of Directors in Telemacedonia) and Zoitan Kisjuhdsz
(former CEQ of Stonebridge and former non-executive member of the Board of Directars of Makedonski Telekom

charged with having “abuse of office and autharizations” in their position ir Makedonski Telekom AD - Skopje by
conciuding consultancy contracts for which there was no intention or need for an I SeIVices in retum.

The Primary Court Skopje 1 in Skopje, Investigative Department for Organized Crime delivered & summon to the
Company in connection with the criminal charges against the above stated persons and asked for a statement
whather the Company has suffered any damages on the basis of the said consultancy contracts,

Alter several postponements of the court hearing related to the investigation procedure handled in the Primary
Court Skopje 1 Skopje, on the hearing hefd on 13 Agril 2000, the represeniatives of Makedonski Telekom AD
Skopfe declared the pesition of the Comparny that taking into consideration the ongoing independent intamal
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. An expertise was performed on 11 May 2010 and the experts from Ministry of Justice of the Republic of
Macedoniz - Court Expertise Office - Skopje, asked for some additional documents from Company's side in erder

On 14 March 2011, the Company received from the Frimary Court Skopje 1 a copy of the “Finding and Opinion”
dated November 2010, issued by the Bureau of Judicial Expertise to the Primary Court Skopje 1 as a result of the

suffered damages in the aforementioned aggregate amount as result of decreased proceeds for payment of
dividend in 2005 and 2006,

Fursuant to the questions posed by the investigative judge, it could be concluded that the public prosecutor has
addressed the Company as party damaged by the actions of the defendanis, However, based on the content of the
order for expertise issued by the investigative judge, and on the basis of the expent apinian, it can be concluded that
now damaged parties are shareholders of the Company (Stonebridge AD Skopje, Republic of Macedonia and
mingrity shareholders) and therefore the state budget, as the Republic of Macedonis is 2 shareholder in the

Makzdonzk Telekam AD - S3 opja 3
Address  Orce Nikolov bb 15kapje R Macedonia
Gortact  Phope +383 23100200 Fax *360 2 3100 300: Contact enter 171

amar kantaki@elzkom mk: wew telakom mik

D number 51 EFL&IEA.'}



Makedonshi Talekom AD Skopie
Orce Nikoloy bb 1000 Skope

Company, Therefore the public prosecutor should clear out who s considered as damage party in this particular
case, which is of significant importance for the pasition of the Company in this proceeding and its further actions. At
the moment there aren't any indications that the Company could be found fiable and made to pay any penalties o
fines far the criminal procedure which is initiated against the individuals.

We have not become aware of any information as a result of a request from any reguialtors or other extemal partias.
other than as describad above, from which we have concluded that the financial statements may be misstatad,
inchuding from the effects of a possibia ffiegaﬁpt

i
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Chief Executive Officer
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