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

Date: August 2012

Subject: Semi - annual report for the year 2012

\

Dear Sirs / Madams,

Pursuant to Articles 156, 160 and 164 of the Law on Securities, related to the semi - annual
reporting obligation of Makedonski Telekom AD - Skopje for 2012, enclosed is the complete
material for the semi - annual reporting for 2012, which includes:

1. Semi-annual reporting of basic data of Makedonski Telekom AD Skopje for the period
ended 30 June 2012:

2. Unaudited consolidated and non-consolidated financial statements for the period
ended 30 June 2012 prepared in accordance with the International Financial Reporting
Standards (IFRS);

3. Explanations on the operation of Makedonski Telekom AD - Skopje for the period from
01.01.2012 until 30.06.2012 (the same refer 1o the consolidated and non-consolidated
unaudited financial statements);

4. Statements for info accuracy.

In accordance with the respective by-laws, the complete material for the semi - annual reparting
for 2012 shall be posted in an electronic format on the website of the Securities and Exchange

Commission through the respective module, \

Yours faithfully, " .
\S ~
K *!g;atf/(f DS
. o O S S s ® ™
Oliver Kosturanov & ‘af’or c' - Daniel Szasz
President of the Board of Directors “@‘L Chief Executive Officer
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To: Securities and Exchange Commission of the RoM

Date: August 2012

Subject: Semi - annual Reporting of Basic Data of Makedm\ski Telekom AD - Skopje

forthe year 2012

1. General data

hWame of the company

MAKEDONSK] TELEKOM, JOINT STOCK COMPANY FOR ELECTRONIC
COMMUNIGATIONS - SKOPIE

Address of the registered office

Orce Nikolov b, Skapje

Telephane and lax 3100 200; 3100 300

E-mail address kontakt@elekom.mk

URL address hitpy//www telekom mk
2. Legal status

Ragistration number 5168660

Activity code 61.10

Activities description (main activity)

wire line telecommunications

Decision number from the Central Registry

08-03/3843/1 dated 11.05.2008

| Date of establishment (day, month and year}

transformation and division)

Status changes of the company (acquisition, merger,

29.01.2001

- 29012001 (Privatization and change of the company's status from a state
awned joint stock company for telecommunications Makedonski
Telekomunikacii - Skopje into a Joint Stock Company for
telecommunicatings Makedonski Telekomunikacii - Skopje),

- 05031998 (Transformation of the public enterprise for
telecammunications Makedonski Telekomunikacii C.O. Skapje into a stale
owned joint stack company for telecommunications Makedonsk
Telekomunikacii - Skopje),

12.08.1997 (Establishment - arganization of a public enterpnse lor
telecommunications Makedonski Telekomunikaci C.0. Skopje).

Wumber of branch offices 44
Number of employees at the end of the period 1.262
Management system

o Onetier One tier

o Twotier B .
Mame and last name of tha procunst Daniel 5zasz

elmwam AL - Skopjg |
Addrass | b 1000 Skope B Macedonia
i 2 AT00 M) o 4388 2 3100 500 Contact centar 171
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3. Data on the capital and changes of the capital of the company

LY
Total value of the share capital 9,583,867.733.00 MAD
MNumbsr of issued shares ‘
- Ordinary shares 95,838,780

- Preference shares (Golden share)

1

Nominal valuz of the shares

100.00 MKED per ordinary share and 9,733.00 MED per preference share

Has a share issue been performed in the respective period

of the shares of the joint stock company Mo

-Type of share issue / - ‘
-Mumber of issued shares 0 .
-Total value of issued sharas /

[ata on the purchase of treasury shares by the joint stack
company

- date and manner of purchase

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

Makedanski Telekom AD- Skopje.

- legal basis for purchase

The treasury shares wers purchasad in accordance with Resolution Mo, 021-
98576/1 of the Company’s Shareholders’ Assembly.

- guantity

9,583,878

- price parshare

QOut of 9,583,878 purchased treasury shares, 9,488 040 shares were purchased '
for a price of MKD 389 and 95,838 shares were purchased fora price of MED |

390

Has a split of shares of the joint stock company been
performed in the period and data relating thereto

/ \

Nurmber of sharehalders at the end of the reporting period

3,919

Mumber and percentage of treasury ordinary and
preference shares in the share capital at the end of the
reporting period (percentage rounded up o two decimals)

0,583,878 ordinary treasury shares | 10.00% of the total number of issued
shares of Makedonski Telekom - AD Skopje).

International identification number of the shares issued by
the Company - ISIN number

Ordinary shares MKMTSK101018; Preference shares MKMTSK121017 |

Account (s) / transaction account (s) of the joint stock
company and the title of tha institution keeping it

200000090141316, Stopanska banka AD -Skopje
200000025661051, Stopanska banka AD - Skopje

piakedonski Telakom AD - Skapje

2300 M0 : Fas +3H9 2
skt edel omomk, ey Lekeko
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\

4, Financial data and financial condition of the joint stock company

Price of the ordinary shares if they have been traded on the

stock exchange or another organized market
- highest MKD 545.00
- lowest MED 450,00
Price of the preference shares il they have been traded on
the stock exchange or another organized market
- highest /
- lowest !
Market capitaiization | MED 45523 million

More detail explanation of the operation of the Company
with which the data published in the previous annual repert
are updated

The explanation of the operation is given in attach.

00 Cantact center 17
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: August 2012
Subject: Explanation on the operation of Makedonski Telekom AD - Skopie for the period from

01.01.2012 until 30.06.2012

The following analysis refers 1o the stand-alone financial reports of Makedonski Telekom AD - Skopije,
prepared in accordance with International Financial Reporting Standards {IFRSs).

During the first quarter of 2012, the sales revenues mark decrease of 9.6\% compared 10 the same periad
af the previous year. The voice revenues decreased due to the decreased number of fixed line customers
by 8.69% compared to the first half of the previous year, resulting in a customer base of 296 thousand at
the end of June 2012 and a decrease of the outgoing traffic by 168.2% amounting to 356,616 thousand
minutes in the first half of 2012, However, Makedonski Telekom has managed o maintain its leading
market position with a market share of 74% (estimated internally) in the fixed line segment with internet
broadband market share of 56% (estimated internally). The revenues from internet and digital television
via Internat protocol ["IPTV") increased by 2.0% compared to the first half of the previous year, The focus
on the double and triple play packages resulted in an increased number of DL customers by 5.8%,
resulting in DSL customer base of 164 thousand at the end of June 2012, Makedonski Telekom, with its
IPTV service, entered as a challenger on the market already dominated by the CATV providers. However,
due ta the high quality service, the interactivity and the unique TV experience, Makedonski Telekom
achieved an increase of the number of IPTV customers by 50.4% compared to end of June 2011,
amounting 1o 51 thousand at the end of June 2012, To address the competitive pressure in the fixed
market, a repositioned portfolic was introduced during the second guarter focusing primarily on double
and triple play offers.

On the cost side, the operating expenses remainad stable in the first half of 2012 compared to the same
period of the previous year.

The above-stated mavemants rasulted in a decrease of the net profit for the first half of 2012 by 16.8%
compared to the same period of the previous year, resulting in net profit of MKD 3,991,274 thousand.

On 13 February 2006, Magyar Telekom Ple, the controling owner of the Company, (via Stonebridge
Communications AD - Skopje (under liquidation), majority shareholder of the Company), announced that it was
investigaling certain contracts enfered into by another subsidiary of Magyar Telekom Fle. to detarming whether tha
contracts were enfered into in violation of Magyar Telekom Plc. policy or applicable law or regulation, Magyar
Talekom's Audit Committes refained White & Case, as ifts independent legal counsel fo conduct the intemal
investigation, Subsaquent to this on 18 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 Pic,
adopted a resolution to conduct art independent internal investigation regarding cartain contracts i Macedonia,

Based on publicly available information, as well as information obtained from Magyar Telekom and as previously
diselosed, Magyar Telekom's Audit Committee conducled an infarmal investigalion regarding certain contracts

Mk rdangkl Tolakom AD - Skope
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relating 1o the activities of Magyar Telekom and/or its affiliates in Montenegro and Macedonia thal totalied more
than EUR 31 million, In paricular, the internal investigation examined whether Magyar Telekom andfer its
Mantenegrin and Macedonian affiiates had made payments prohibited by U.S. laws or regulations, including the
US. Foreign Comupt Fractices Act (the "FCPA"). The Company has previously disclosed the results of the internal
investigation,

Magyar Telekom's Audit Committee infarmed the U.S. Department of Justice (the "D0J") and the U5, Securities
and Exchange Commission (the “SEC”) of the internal investigation. The DOF and the SEC commenced
investigations info the activities that were the subject of the internal inve: i, For further information about the
internal investigation, please refer fo the financial statements of the Company Yfor the year ended 31 December
2010,

In 2011, Magyar Telekom entered info final settlements with the DOJ and the SEC to resolve the DOJ's and the
SEC's investigations relating to Magyar Telekom. The settlements concluded the DOIs and the SFC's
invastigations.

Magyar Telekom has entered info a two-year deferred prosecution agreement the "DFA") with the DO, under
which Magyar Telekom was charged with a violation of the anti-brnbery pravisions of the FCPA and two violations of
the books and records provisions of the FCPA, In accordance with the DPA, on 29 December 201 1, the DOV filed &
criminal infarmation (the “information®) setting out these charges in the U5, District Court for the Eastern District of
Virginia. Magyar Telekom has agreed fo admit fo the DOMs allegations and to acknowledge responsibility for the
acts as charged in the Information. Magyar Telekom has agreed to pay a criminal penalty of USD 586 million to
cooperate with the DOV in future investigations, to refrain from any violations of U.S. federal criminal law, to continue
to operate a compliance program and fo report to the DOJ annually regarding the compliance program during the
term of the DPA. The DO will seek to dismiss the charges upan conclusion of the twoyear term, unless Magyar
Tefekom violates the ferms of the DPA.

On 28 December 2011, the SEC filed in the U.5. District Court for the Southem District of New York a Complaint
{tha “Complaint’) and a proposed Fingl fudgment against Magyar Telekom (the “Final Judgment™). Without
adgmitting or denying the allegations in the Complaint, Magyar Telekom consented to the filing of the Complaint and
entry of the Final Judgment to resolve the SEC's investigation. The Complaint alleged civil visiations of the FCPA's
antibribery, books and recards and internal control provisions. The Final Judgment, which was approved by the
LS. District Court for the Southern District of New York on 3 January 2012, ently enjoined Magyar Telekom
from viclating these provisions and required Magyar Telekom fo pay USD EE.R::'H&:M for disgorgement of profits
angd USD 6.0 million of prefuggment interest therean.

The final settlements racognize the DOU's and the SEC's consideration of Magvar Telekom's selfveporting,
thorough infernal investigation, remediation and cooperation with the DOV and the SECS investigations. Magyar
Telekom has undertaken several remedial measures to address the issues identified during the course of these
investigations. These measuras include steps designed to revise and enhance Magyar Telakom's infernal controls,
as wall as the establishment of the Corporate Compliance Program. The Corporate Compliance Program promotes
awarenass of Magyar Telekom's compliance poficies and procedures through taining, the operation of a
whistleblowar hotline, and monitoring of, and communications with, employess and subsidiaries of Magyar
Telekom, Magyar Telekom remains fully commilted to responsible corporate behaviour,

On & fanuary 2012 Magyar Telekom paid & criminal penally of USD 526 miflion pursuant to the setffement with the
DO and on 23 January 2012 Magvar Telekom paid USD 25.2 milifon for disgorgement of profits and USD 6.0
millian of prejudgment interest pursuant ta the settiement with the SEC, tatalling USD 90.8 million paid with respect
fa the settlements with the DO and the SEC
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The above-relerenced seftlement by Magyar Telekom and associated liability was not recorded in the separate
financial statements of the Company. These amounts were reflacted in the consolidated financial statements of
Magyar Telekom and are not reflected in the separate financial statements of the Company,

According the infarmation provided to the Company By Magyar Telekom Ple, on 2 December 2009, the Audit
Committes of Magyar Tefekom Flo, provided the Magyar Tefekom's af Directors with a “Report of
Investigation 1o the Audit Committes of Magyar Taiekom Pz, dated 30 Novembar 2009 {the “Final Report”),

In relation to the issuance of the Final Repart and the information provided to the Company by Magyar Tefekom, in
January 2010 the Chairman of the Company's Board of Directors requested third party legal and tax expertise for
assessment of the polential accounting and tax implications ansing from the transaclions conducted by the
Company and its subsiciary subject to the Final Report,

The external experts prepared reports (the “Reports’] an their assessmeant and submitted the Reparts ta the
Chairman of the Company's BoD and the Management of the Company and ifs subsidiary accordingly. As a result,
hased on the analysis of the Tax and Legal experis and infarmation available to the Management related 1o the
transactions subject of the Final Report, amount of MKD 216,577 thousand has been identified as potential tax
impact {together with related panatty infarest) as of 31 December 2003 arising from the transactions conducted by
the Company and its subsiciary subject to the Final Report. In 2010 the amount related to the identified potential
fax impact (together with related penalty interast) amounted to MKD 227,972 thousand which were paid in 2010
upon an executive decision fssued by the Public Revenue Office. In addition, the value of one confract MKD
105, 147 thousand capitaiised within treasury shares was comected in 2009 consolidared financial statements and
was accounted for as though thess payments had been sxpansed in 2006 rather than capitalized as part of treasury
shares as anginally reparted, The other confracts that werg identified by the Final Report and the reparts of the fax
and legal experts related to Iransactions undertaken by the Company were expensed in the related periods (2001

2007),

in May 2008, the Ministry of Interfor {("MOI") of the Republic of Macedonia (“HoM ') submitied lo the Company an
official written request for infarmation and documentation regarding certain payments for consultancy services and
achvance dividend, as well as certain procurements and contracts. In June ZDQH the Company submitted copies
from the requested documents.

in Octaber 2008 the Investigation Judge from the Primary Court Skopje 1 - Skopje (the criminal court), has issued
an official written order to the Campany to handaver certain onginal documentation. Later in October 2008, the
Company officially and personally handed over the requested docurnentation. Additional MO! requests in written
were submifted and the Company provided the requested documentation,

We understand, based on public information available as of 10 December 2008, that the MO Organized Crime
Department submitted the files to the Basic Public Prosecution Office of Organized Crime and Corruption, with a
proposal to tving criminal charges against Attila Szendrei (former CED of Makedonski Telekom AD - Skopje). Rolf
Plath (former CFO of Makedonski Talekom AD - Skopje), Mihail Kefaloysnnis (former member of the Board of
Directors in Stonsbridge and former member of the Board of Directars in Telemacedonia) and Zoltan Kisjuhdsz
{former CEC of Stonebridge and former non-executive member of the Board of Directors of Makedonski Telekom
AD - Skopfe) on the account of a reasonable doubt for commitied 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 infention or need for any senvices in return.

The Primary Couwt Skopje 1 in Skopje, Investigative Department for Organized Crime delivared & summon to the
Campany in connection with the crminal 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,
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After several postponsments of the court hearing related to the investigation procedure handied in the Primary
Court Skopje | Skopfe. on the hearing held on 13 Apni 2009, the representgtives of Makedonski Telekom AD
Skopie declared the position of the Company that taking info consideration the ongeing independent internal
investigation conducted by White & Case, approved by the Company’s BoD, it was premafure o preannounce any
damage which may be caused by means of the implementation of the mentioned coniracts or with reference fo
then. An expertise was performed on 11 May 2010 and the expents from Ministry of Justice of the Republic of
Macadonia - Court Expertise Office - Skopye, asked for some additional documents from Company s side in order
fo prepare the expertise. The experts asked additional information refated to certain agresments concluded in 2005
and 2008, and refated invoices. The Company has collected and submitted requested information/documentation
ta the Court Expertise Office an | Novembar 2010,

On 14 March 2011, the Company received from the Primary Court Skogye | a copy of the “Finding and Opinion”,
daied November 2010, issuad by the Bureau of Judicial Expertise to the Primary Court Skopfe | as a result of the
expartise procedure. The *Finding and Opinion” adoresses and confains conclusions regarding five contracls
entarad info with Chaptex and Cosmetelco in 2005 and 2006 and formerly raviewed by the Audit Commiltes of
Magyar Telekom. The *Finding and Opinion” concludes that, based on these contracts, expenditures in the amount
of EUR 3,875 million were made by the Company and Stonebridge to Chaptex “without evidence for performed
services”; accordingly, shareholders of the Company and Stenebridge in the proportion of their shareholding,
suffered damages in the aforementioned aggregate amount as result of decreased proceeds for payment of
dividend in 2005 and 2008.

Based on publically available information, we understand that the Public Prosecutor has filed an indictment in 201 1
against Mr. Szendrei, Mr. Kisjuhdsz and Mr. Piath, 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, a5 damaged party in this case, has not received afficial caurt invitation for the hearing.

Pursuant fo the quastions posed by the investigative fudge, it could be mnc!u\qfed that the pubiic prosecutor has
addressed the Company as party damaged by the actions of the defendants. However, based on fhe cantent of the
ovdler 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 Skopje, Republic of Macedonia and
minority shareholders) and therefors the state budget, as the Republic of Macedonia is a shareholder in the
Company. Therefare, the public prosecuter should clear out who is considered as damage party in this particular
case, which is of significant importance for the pasition of the Company in this procesding and its further actions. At
tha mamant thare aren't any indications that the Company could be found liable and made ta pay any penaliies ar
fines for the criminal procedure which is initiated agains! the individuals.

Wa have not become aware of any information as & resulf of a request from any regulatars or other external parties,
other than as described above, from which we have concluded that the financial statements may be misstatecl
including from the effects of a possible ilegal act.
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INCOME STATEMENT ACCORDING TO IFRS (BY COST NATURE)

Company Makedonski Telekom AD - Skopje
Reporting period 01.01.2012 - 30.06.2012 ID number 5168660 '
% {in MKD thousands)

No. | ltem Previous year \ Currentyear Indices
Cumulative Current Cumulative Current Comparedto | Comparedto
from the quarter from the quarter the previous | the pravious
beginning of the baginning of the year quarter

1 | OPERATING INCOME = 4,173,829 2,095,489 3,787 441 1,909,694 2] L
2 | Sales revenues 4.072 B4 2022612 3,682.983 1823210 a0 o0
23 | Domestic sales revenue 3339.218 1,645,336 2945500 1,428,530 88 BT
2b | Foreign sales revenue 733.586 77276 T37.483 353,280 1 1
Changas in the stock of fimshed products and
3 | work in progress Q g ] 1] 0 o
4 | Other aperating income 101,025 12877 104,458 86,484 103 119
5 | OPERATING EXPENSES 3,204,877 -1,574,903 3,230,084 -1,628,507 i 103
& | Costvalue of trade goods -196.252 #5493 -165,565 7998 B4 91
7 | Materials, small inventory and services -1,599.902 409,713 -1,511.733 -759,589 94 Q4 |
Ta | Raw materials and small invantory 23737 13,426 16971 6,861 T 51
7h | Serices - B -1.576,165 796,287 1,404,762 752,708 g5 g
Changes in the stock of finished products and
& | work in progress i 1] 0 0 0 [
8 | Emploveerelated costs -541.419 270,470 -540,204 -270,056 100 100
10 | Depeeciation, amodization and provisions -589.074 450,322 962 865 484,776 107 108
10a | Depreciation -896.923 448,324 59824 482812 107 108 |
100 | Impairment of fived assats 2151 -1.998 "GJ}-IT -1 964 141 a8 |
10c | Prowisions for costs and risks Q ] { 0 0 ]
11 | Other aperating axpenses 3770 41,085 49,697 -36,107 (156} (B8]
12 | OPERATING PROFT/LOSS 968,952 520,586 557317 281,187 58 54
13 | Financial income 3,746,235 3,281 3,358,781 3,282 80 100
Income fram investments, loans, interest and FX
14 | rate movaments B7 407 24,241 2818 34 A5G 495 102
15 | Cther financing income o a 1] 0 0 ]
16 | Financial expenses Q { 1] ] 0 i
Expenzas for interest, FX rate movements and
17 | similar expenses 2709 588 -7 02 -3,286 284 559
18 | Other financing expensss 1 ] i 1] { d
19 | Profit/boss from regular operations before tax 4,799,885 557,520 3,991,274 316,039 83 57
20 | Income tax ] 0 0 a a i
21 | Met profit/loss after tax 4,799,885 557,520 3,991,274 316,039 B3 57
22 | Minarity interast 0 0 0 1] ] 0
23 | Met profit/loss for the fiscal year 4,799,885 557520 3,891,274 316,039 83 57
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ANALYSIS OF OPERATING PROFIT ACCORDING TO IFRS (BY COST M\'I'UFIE}\

Company Makedonski Telekom AD - Skopje
Reporting period 01.01.2012 - 30.06.2012 ID number 5168660
{in MKD thousands)
Pravious year Current yaar Indices
Cumulative Current Cumulathe Current Comparedto | Compared to
ftem from the quarter from the quarter the previous | the previous
beginning of the beginning of the year quarter
year year
1 | Salesrevenues 4,072,804 2022612 3.582.983 1823210 a0 a0
2| Dther operating incoma 101,025 12877 104,458 A6 454 103 18
d | Costvalue of goods and services sald -196,252 85,493 165,565 7,999 B4 91
Changes in the stock of finished products and
4 | workin progress t] o] 0 a0 a 0
5 | Raw materials, materials and small inventory -23,737 13426 16871 6,861 71 a1 |
6 | Impairment charges 13,393 3938 -13 256 -14,853 {99) {377]
7 | Employee-related costs -5241.419 270,470 540,204 270,056 100 100
8 | Salescosts -1,021.823 497 623 -1 086,441 533,216 106 107
9 | Costsfor services provided by other parties -1.451 465 -T46,988 -1.368,145 -702,.305 94 94
10 | Other operating expenses 16,726 35,159 35,482 23218 (243} (B0
11 | OPERATING PROFT/LOSS 968,852 520,586 ?\5?,3?? 281,187 58 54 |
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BALANCE SHEET ACCORDING TO IFRS
Company Makedaonski Telekomn AD - Skopje
Reporting period p.oe.202 ID number 5168660

{in MKD thousands)

ltem Previous year Currant year Indices
ASSETS
NON-CURRENT ASSETS 15075010 14,737,503 a8
Intangible assets BE33T 628.654 a1
Property, plant and equipment 11,223.700 10,959,998 | 93
Investmants in subsidiaries ] 0 ]
Investmants in associate companies 278211 279211 100
Investments in securities 54,083 53,604 28
Other tangible assets & 0 0
Other long-temm receivables 311,685 3030786 a7
Deferred tax assets ] 0 0
CURRENT ASSETS 8,366,205 £,585,542 78 |
Inventorias 170415 238073 140
Trade receivables 1,266.861 1,261,338 a5
Other receivables 115,807 181.059 156
Shartterm investments 6.78%.238 4808870 7
Cash and cash equivalents 25,884 76202 294
TOTAL ASSETS 23,461,215 21,303,045 a1
OFF-BALANCE SHEET RECORDS - ASSETS 0 ] 0
EQUITY AND LIABILITIES

| EQUITY 21,101,883 18,929,600 a0
Shareholdars’ equity 6,386,189 5,386,180 100 |
Reserves 1916777 1916777 100
Accumulated profit (loss) 12798917 10,626,634 B3
Minorily interest 0 0 0
LIABILITIES 2,350,332 2373445 101
CURRENT LIABILITIES 1,008,597 2141423 107
Trade payables and other habilities 1,852,899 2,084 867 1ar
Short-tarm borrowings 0 0 0
Short-term provision 44,317 46,556 105
Payables fo the state 1,381 ] 1
LONG-TERM LIABILITIES 360.735 232,022 B4

| Longterm borowings 0 0 g |
Trade payables and other long-term liabilities ] 0 0
Other fong-term provision 360.735 232.022 B4 |
TOTAL EQUITY AND LIABILITY 23,464,215 21,303,045 g1
OFF-BALANCE SHEET RECORDS - LIABILITIES 0 d 1]

am ™

C;"'p{“'l "l_'_!;'_-) w i
wasww sy -
DanielSzesz  MaxepoHekn Tenestr
Chief Executive Officer

Iphegdprisk [alakoin AD - S
e Mgl b e F s adk v

Phonp =30y

R
ey

it L ontieeiEialsh airh Tk, Wi s LUl

1 Fae =389 2 3100 500 Conlact cants |/



5

R I I M

ki

CASH FLOW STATEMENT ACCORDING TOIFAS

Company Makedonski Telekom AD - Skopje
Reporting period 30.06.2012 1D number 5168660
{in MKD thousands)
Jtnm Previous vear Current year Indices
i arating 8 3.302.852 1,571,286 48

Nut prna‘if km nftartu 5.569.467 3,091 274 e
Adjustment for
Depreciation 1,777,780 359824 54
Amaortization and impairment charges 22.3M 11429 51
Increase [ decrease of inventories 44,808 -67 658 151]
Increase [ decrease of customers 07 409 25523 26
Increase [ decrease of advance payments receivables 1,634 -1,335 (478)
Increase / decrease of ather shor-term receivables 81,854 43,353 153)
Increase [ decrease of prepaid expenses -12,093 15,714 130
Increase [ decrease of trade payables 206,726 166,460 (a1 |
Increase [ decrease of payables for receved advances 3848 10,629 276
Increase [ decrease of other short-term liabilities 79,092 75,663 (260)
Increase / decrease of differed income 51226 68,107 101
Interest income / expense 170,517 -B2.475 48
Dividend paid / charged 3,746,236 -3.358,781 40
Tax paid 1,378 -1,381 {100}
Capital profit / loss from sale of fived assets -18.375 5,553 34
Capital profit / loss frem sale of investmants 383 0 0
Other cash flows from crpemimg activities -45 840 -18,0%3 39

s 8 2654182 4.642.589 175
ﬁ.cqmsmon of pruparty plsnt and aqmpment intangible assers,
BliC. -1,562.422 B00.216 51
Disposal of propery, plant and equipment, intangible assets,
eic, 53,112 13,382 23
Cash llows from disposal of bearer or debt securities to ather |
legal persons and participation in joint ventures 0 E) 0
Cash payments for acquisition of bearer or debt securites to
other legal persons and participation in joint veniures 0 1] 0
Cash advances and loans provided to other parties [excluding
financial institutions) 741 6,835 #64
Cash flows fram collection of advances and loans provided to
other parties (excluding financial institutions) y D a a
Cash flows from interests 173,408 83,330 48
Cash flows from dividends 3,746,236 3,258,781 90
Other cash flows from investing activities 237,057 1.880.487 835
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CﬁSH FLDW STATEMENTEGGUHDIHG TOIFRS (CONTINUED)

Company Makedonski Telekom AD - Skopje
Reporting period 30.06.2012 ID number | 5168660
{in MKD thousands)
Item Previous year Currant year Indices
C) Cash flows from financing activiies 5947479 £,163.557 104
Cash flows from increase of equity through Issuing stock or
other bearer securities 1] 0 a
Cash payments for repayments of inans 1] 0 1]
Cash flows from issued debt secunities and other short-term and
lang-term loans and bamrowings i 0 i)
Acquisition of minority interests i] ] 0
Dividend paid 5947479 6,163,557 104
Treasury shares purchased/ sold N ] i] 0
Cash pa\,'rnﬂnts for reduction of financial |BS.5IJ'E[] payables 0 ] i]
= = . a 8,695 50318 813
cash und msh aquhuhnls nttha huurmm of tﬂa yw 16,180 25884 160
25884 6202 204
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STATEMENT OF CHANGES IN EQUITY ACCORDING TO IFRS

Company Makedonski Telekom AD - Skopje
Reporting period 30.06.2012 ID number 5168660
{in MKD thousands)
Sharehoiders' aquity
Changas Sharsholders' Share Accumulated Minarity
squity pramium Rasarves profit (loss) Interest | Total equity

Gllaricas 0 My o e pewionis yisy 5845530 | 540,658 | 1916777 | 13176920 0 | 21479805
Payment of shares ) 0 0 o o 0
Traasury shares acquired 0 0 \ 0 a o o
Treasury shares sold 0 o b f 0 a
Corversion of securities a a a o o 0
Prodit (loss) for the fiscal year 0 0 0 5560467 0 5,560,467
Distribution of the prafits as iransher to the
[BSEIVES 0 ] 0 1] { 0
Distnbution of the profits {or dividends and other
payouls 1o the shasholdens 0 0 0 5,947,473 0 5,947,479
[isbributicon of the profits for rewards and benafits
fior tht armplaysis { 1] 9] ] 0 1
Othar compary reseneas i} o o 0 0 0
Evalwation of langible assets 0 a0 0 0 i )
Adjustments of ivestmiants avaslsble-for-<ale ar
fair value 0 0 0 1] 0 1]
Reabized capstal gain fram the sabe of secunties o o 0 a i 0
Recording losses of subsidiarias using the squity i
mithod 0 0 Q 0 0 {
Minority infarest 0 0 0 0 o i
[heferrad laxas ] a | 0 o 0
Recognized inoome and axpenses, ned 0 | 0 0 0 0
Forgign exchings rate movenmeants 0 ] a 0 q 0
Caher increass [ dacreasa of assels, nal ) ) 0 a | i}
Balances at 31 Dacamber afthe previous year 5845530 | 540659 | 1916777 | 12798917 0 | 21,101,883
Paymeni of shares 0 0 \a 0 i a
Treeasary shases acquired a 0 i 0 0 g
Treasury shares sobd i a 0 D 0 i
Ciprvwersion of sacurites | ] ] 0 o ]
Prodit (boks) foe the fiscal yaar | | 0 3991 |2 T4 o 3]9.91 ‘2?‘
Disaribution of the profits as fransfer to the
TESDIVES 0 ] 0 0 i 0
[Disaribution of the profits dor divdends and other
payouls to the shamholders 0 0 0 6,163,557 0 46,163,557
Diistrifaution of the profits for rewards and benafils
for the employess 0 0 0 ]
Other comparny resengs 0 0 o 0
Evetuation of langible assats a 0 0 0
Adjustrments of investmens availabla-for-cale at
fair valua 0 i 0 o o
Redalized capital gain from the sale of securies 0 0 0 0 0
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STATEMENT OF CHANGES IN EQUITY ACCORDING TO IFRS (CONTINUED)

Company | Makedonski Telekom AD - Skopje
Reporting period 30.06.2012 1D number 5168660
{in MKD thousands)
Shareholders' aquity

Changes Shareholders' Share Accumulated | Minarity

squy premium | Reservgs | profitfloss) | intersst | Total equity
Hecording losses of subsidiaries uging tha aguity !
mithad 1] qd Q 0 0| 0
Minorily Intarest 0 ] 0 0 0 0
Deterrad taxes i} n o | H] (1] 0
Recognized income and sxpensss, nat o 0 0 4] 1 0
Fareign exchangs rate movemenis o ) ] i i 0
Oaher Increasa / decrease of assets, nat 0 0 0 0 0 a
Balances at 30 June of the cumant yaar 5845530 | 540,659 | 1916777 | 10626634 0 18929600
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: August 2012 \
Subject; Explanation on the operation of Makedonski Telekom AD - Skopie for the period from

01.01.2012 until 30.06.2012

The following analysis refers to the consolidated financial reports of the Makedonski Telekom AD -
Skopje Group, which includes Makedanski Telekom AD - Skopie, T-Mobile Macedonia AD Skopje and
the e-Makedonija - Skopje Foundatian, prepared in accordance with international Financial Reporting
Standards (IFRSs),

During the first half of 2012, the sales revenues at Group level decreased by 12.8% compared to the
samea period in 2011, which was mainly attributable to the drop in revenues of the mobile segment, but
lower revenues from the fixed segment also contributed to the decline.

The voice revenues in the fix segment services decreased due to the decreased number of fixed line
customers by 8.6% compared to the first half of the previous year, resulting in a customer base of 296
thousand at the end of June 2012 and a decrease of the outgeing traffic by 16.2% amounting te 356,616
thousand minutes in the first half of 2012. However, Makedonski Telekom has managed to maintain its
leading market position with a market share of 74% (estimated internally) in the fixed line segment with
internet broadband market share of 56% (estimated internally). The revenues from internet and digital
television via Internet protocol (*IPTV") increased by 2.0% compared to the first half of the previous year,
The: focus on the double and triple play packages resulted in an increased number of DSL customers by
5.8%, resulting in DSL customer base of 184 thousand at the end of Ju\e 2012, Makedonski Telekom,
with its IPTV service, entered as a challenger an the marke! already dominated by the CATV providers.
However, due 1o the high quality service, the interactivity and the unique TV experience, Makedonski
Telekom achieved an increase of the number of IPTV customers by 5049 compared to end of June
2011, amounting to 51 thousand at the end of June 2012, To address the competitive pressure in the
fixed market, a repositioned portfolio was introduced during the second quarter focusing primarily an

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 decline in mobile revenues is mostly due fo the decrease in the vaice
retail revenues, mainly as a result of the decrease in the subscriber base resulting to 1,223 thousand
subscribers at the end of June 2012, In addition, the Average Revenue Per User (ARPU) decreased by
11.6%¢, Mobile internet services remains in our focus with continuous introduction of various promotions,
innovative internet based services and newest smart phones an the market. Nevertheless, even with this
strong price competition, T-Mobile Macedonia has maintained its leading market position with a miarket
share of 49.9%% (estimated internally).

On the cost side, the operating expenses remain stable in the first half of 2012 compared to the same
period of the previous year,

The above-stated movermnents on the revenues and costs side resulted in a decrease of the net profit for
the first half of 2012 by 35.9% compared to the same period of the previous year, resulting in a net profit
of MKD 1,763,616 thousand. \
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On 13 February 2006, Magyar Telekom Pic., the controffing owner of the Company, {wia Stonebridge
Communications AD - Skopje (under liquidation), majority shareholder of the Company), announced that it was
investigating certain contracts enterad into by another subsidiary of Magyar Telekom Pic. to determine whether the
contracts wera entered info in vioiation of Magyar Telekom Fic. policy or applicable law or regulation. Magyar
Telekom's Audit Committee retained White & Case, as its independent legal counsel to conduct the intemnal
invastigation. Subsequent to this on 19 February 2007, the Board of Directors of the Company, based on the
racommendation of the Audit Committes of the Company and the Audit Committee of Magyar Telekom Plc.
adopted a resolution to conduct an independent internal investigation regarding cerain confracts in Macedonia,

Based on publicly available infarmation, as well as information obtained from Magyar Telekam and as previously
disciosed, Magvar Telekom's Audit Committee conducted an fnternal investigation regarding certain contracts
relating to the activities of Magyar Telekom and/or its affiliates in Montenegro and Macedonia that totalled more
than EUR 31 million. In particular, the intemal investigation examined whether Magyar Telekom and/or its
Maritenegrin and Macedanian affiliates had made payments prohibited by U.S. laws or regulations, including the
U5, Foreign Corrupt Practices Act {the “FCPA”). The Company has previously disclosed the results of the intemal
investigation.

Magyar Teleskom's Audit Committee informed the U.S. Department of Justice (the "DOJ") and the ULS. Securities
and Exchange Commission (the “SEC") of the intemal investigation, The DOY and the SEC commencead
investigations into the actiities that were the subject of the internal investigation. For further information about the
intarnal investigation, please refer to the financial statements of the ﬂcmpa.n)\for the year ended 31 December
2019

in 2011, Magyar Telekom entered info final seftlements with the DOJ and the SEC to resolve the DOJs and the
SEC's investigations refating to Magyar Telekom. The setilements concluded the DOJ's and the SEC's

Investigations.

Magyar Telekom has entered info & two-year deferred prosecution agreement {the “DPA") with the DU, under
which Magyar Telekom was charged with & violation of the anti-bribery provisions of the FCPA and two violafions af
the books and records provisions of tha FCPA. In accordance with the DPA, on 29 Dacember 2011, the DO filed &
criminal information {the “Information”) setting out these charges in the U.S. District Court for the Eastern District of
Virginia. Magyar Telekom has agreed to admit to the DOJ's allegations and 1o acknowledge responsibility for the
acts as charged in the Information. Magyar Telekem has agread to pay & eriminal penalty of USD 58.6 millan to
cooperate with the DO/ in future investigations, to refrain from any violations of US. federal criminal law, [o continug
to oparate @ compliance program and to repon to the DO annually regarding the compliance program during the
tarm of the DPA, The DOJ will sesk fo dismiss the charges upon conclusion of the two-year ferm, unless Magyar
Telakom violates the terms of the DPA.

Cin 29 December 2011, the SEC filed in the U.5. District Court for the Southern District of New York a Compiaint
(the “Complaint’l and a proposed Final Judgment against Magyar Telekom {the “Final Judgment®). Without
admitting or denying the allegations in the Complaint, Magyar Telekom conseniad fo the filing of the Compiaint and
entry of the Final Judgment to resolve the SEC's investigation. The Complaint alleged civil violations of the FCPA's
antibribiery, books and records and internal control provisions. The Final Judgment, which was approved by the
LIS, District Court for the Southerm Districe of New York on 3 January 2012, permanently enjoined Magyar Telekom
from violating these provisions and required Magyar Telekom to pay USD 25.2 million for disgorgement of profits
and USD 6.0 million of prejudgment interest thereon. &

The final settlements recognize the DOJ's and the SEC's consideration of Magyar Telekom's selfreporting,
therough internal investigation, remediation and cooperation with the DO’ and the SEC's investigations. Magyar
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Makedonski Tedekom AD SKopje
Corea Mikalaw bk, 1000 Skopjs

Telekom has undertakan several remedial measures to address the issues identified during the course of these
inveshigations. These measures include steps designed to revise and enhance Magyar Telekom's intermal controls,
as well as the establishment of the Corporate Compliance Program, The Corporate Compliance Program promotas
awarenass of Magyar Telekom's compliance poiicies and procedures through braining, the operation of a
whistieblower hotline, and monitoring of, and communications with, employees and subsidiaries of Magyar
Telekom. Magyar Telekom remains fully committed to responsible corporate behaviour,

On & January 2012 Magyar Telekom paid a criminal penalty of USD 59.6 miflion pursuant fo the settiement with the
D0 and on 23 January 2012 Magyar Telekom paid USD 25.2 million for disgorgement of profits and USD 6.0
miflien of prejudgment intarest pursuant to the settiement with the SEC, totalling USD 80.8 million paid with respect
fo the settfements with the 00J and the SEC.

The above-referenced sefffement by Magyar Telekom and associated liabiity was not recorded in the consolidated
financial statements of the Group. These amounis were reflected in the consolidated financisl statements of
Magyar Telekom and are not reflected in the consolidated financial statements of the Company.

According the information provided to the Company by Magyar Telekom Pic., on 2 December 2009, the Audit
Committee of Magyar Telekom Plc., provided the Magyar Telekom’s Board of Directors with a “Report of
Inveshigation fo the Audit Committee of Magyar Telekom Flc, " dated 30 November 2009 (the “Final Report”),

in reiation to the issuance of the Final Repart and the information provided to the Company by Magyar Telekom, in
January 2010 the Chairman of the Company's Board of Directors requested thid 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 Repor.

The exiernal expers prepared reports (the “Reporis’] on thelr assessment and submitted the Reponts to the
Chairman of the Company's Bol and the Management of the Company and its subsidiary accordingly. As a rasult,
hased on the analvsis of the Tax and Legal experts and information available to the Management relaled to the
transactions subject of the Final Repart, amount of MKD 248 379 thousand has been identified as petential fax
impact (together with related penally interest) as of 31 December 2009 arising from the ttansactions conducted by
the Company and its subsidiary subject to the Final Report. In 2010 the amount related fo the identified potential
tax impact [together with refated penalty interest) amounted fo MKD 261,834 thousand out of which MKD 227,972
thousand related to the Company were paid in 2010 upon an executive decision (ssued by the Public Revenue
Ciffice. In the subsidiary, as of 31 December 2011 the amount related to the identified potential fax impact (fegetier
with related penalty interest) amounted to MKD 36.019 thousand {see nofe 14). In addition, the value of ane
contract MKD 105,147 thousand capitalised within treasury shares was comrected in 2008 consofidated financral
statements and was accounted for as though these payments had been expensed in 2006 rather than capitalized
as part of treasury shares as originally reported. The ather contracts that were identifisd by the Final Report and the
reports of the tax and legal expens related to transactions undertaken by the Company and ifs subsidiary ware
gxpensad in the related periods (2007-2007),

in May 2008, the Ministry of Interior {"MOI"} of the Republic of Macedonia {"RoM"| submitted fo the Company an
official written request for infarmation and documentation ragarding certain payments for consultancy senicos and
advance dividend, as well as cerfain procurements and contracts. In Jume 2008 the Company submitied copies
from the requested documents. In the same period, T-Mobile Macedonia has also recelved similar requests for
provision of certtain documentation to the Ministry of Intenor af AM and they wsé\mbmm.ed aceordingly.

In October 2008 the Investigation Judge from the Primany Court Skopje 1 - Skopje (the criminal court), has issued
an official written order to the Company to handover certain origina! documentation. Later in Octaber 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.
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We understand, based on public information avallabie as of 10 December 2008, that the MO! Organized Crime
Department submitted the files to the Basic Public Prasecution Office of Organized Crime and Cormuption, with a
proposal fo bring criminal charges against Attila Szendref (former CEQ of Makedonski Telekom AD - Skopje). Rolf
Flath fformer CFO of Makedonski Teiekom AD - Skopfa), Mihail Kefalayannis {former member of the Board of
Directors in Stonebridge and former member of the Board of Directors in Telemacedonia) and Zoltan Kisjuhdsz
{former CEOQ of Stonebridge and former non-axecutive member of the Board of Directors of Makedonski Telakom
ALl - Skopfe) on the aceount of a reasonable doubt for committad 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 cantracts for which there was no intention or need for any senvices in retum,

The Primary Court Skogje 1 in Skopje, Investigative Department for Organized Crime deliverad a summon to the
Company in eonnection with the criminal charges against the above stated persons and asked for a statement
whether the Campany has suffered any damages on the basis of the said consuffancy contracts.

After several postponements of the court hearing related fo the investigation procedure handied in the Primary
Court Skopjs 1 Skopje, on the hearing hefd on 13 April 2008, the representatives of Maksdonski Telakom AD
Skopje declared the position of the Company that taking into consideration ongoing independent intamal
investigation conducted by White & Case, appraved by the Company's Bol), it was premature e 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
Macedanta - Court Expartise Office - Skopje, asked for some additional documents from Gompany's side in order
o prepare the expertise. The experts asked additional information related to certain agresments concluded tn 2005
ang 2006, and related imvoicas. The Company has collected and submitled requesied information/dacumentation
1o the Court Expertize Office on | November 2010,

Cn 14 March 2011, the Company raceived fram the Primary Court Skepfe | a copy of the “Finding and Opinion”,
dated November 2010, isswed by the Bureau of Judicial Expertisa to the Primary Court Skopfe 1 as a result of the
expertise procedure. The “Finding and Opinton” addresses and confains conclusions regarding five contracts
entered info with Chaptex and Cosmetelca in 2005 and 2008 and formerly reviewed by the Audit Committes of
Magyar Telekom. The “Finding and Opinion” concludes that, based on these contracts, expenditures in the amaunt
of EUR 3.875 million were mads by the Company and Stonebridge to Chaptex “without evidence for performed
senvices'; accordingly, sharghalders of the Company and Stanebridge in the propartion of their shareholding,
suffered damages in the aforementioned aggregate amount as result of decreased proceeds for payment of
dividend in 2005 and 2006,

Based on publicatly avaifatie infermarion, we understand thar the Public Prosecutor has fied an indictment in 201 1
against Mr. Szendrai, Mr. Kisjuhdsz and Mr. Piath, but not against Mr, Kefalovannis. The court hearing has raken
place at the end of 2011, but it was pestponed since the court could not provide presence of any of the defendants.
The Company, as darmaged party in this case, has nof received official court invitation for the hearing.

Pursuant fo the questions posad by the investigative judge, it could be can d that the public proseciftor has
addressed the Company as party damaged by the actions of the defendants, ver, based on the content of the
order for expertiss issued by the investigative judgs, and on the basis of the expart opinion, it can be concluded
that now damaged parties are shareholders of the Company (Stonebridge AD Skopje, Republic of Macedomia and
mingnty shareholders) and therefore the stafe budget, as the Republic of Macedonia is a shareholder 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 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 liable and made fo pay any penalties or
fines for the criminal procedure which is initiated against the individuals.
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We have not become aware of any 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 missiated,

including from the effects of a possible illagal act.
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CONSOLIDATED INCOME STATEMENT ACCORDING TO IFRS (BY COST NATURE)

Company Makedanski Telekom AD - Skopje
Reporting period 01.01.2012 - 30.06.2012 ID number 5168660
{in MKD thousands)

No. | item Previous year Current year Indices
Cumulative Current Cumulative Current Comparedto | Comparedta
from the quarter from the quartar theprevious | the previous
beginning of the beginning af the year guarter
year year

1 | OPERATING INCOME 7,895,350 4,011,442 6,504,804 3,499.470 a7 ar
2 | Salesrevenues 7.744.397 3911412 EXY55.126 3389667 a7 a7
Za | Domestic sales revenus 6,892 786 3473870 5.@3?.595 2.892.289 85 B3
2o | Foreign sales revenus 851,611 437 442 917,528 497 378 108 114
Changes in the stock of finished products and
3 | work in progress 0 1] 1] a 0 R
4 | Cther operating income 150,853 100,030 148 758 108803 99 110
5 | OPERATING EXPENSES -5,249,655 2,684,756 -5,250,806 -2,545,741 1040 45
6 | Costvalue of rade poods -715,298 388,797 512558 -283 558 B5 i3
7 | Matariais, small inventory and services 2224 383 -1,121,032 21081 864 -1,18.210 L] o1
Ta | Raw materials and small imeentory -38.317 22,381 -24,852 -B.868 65 40
Th | Services -2.186,088 -1,088.651 2,056,512 -1,008.342 94 gz
Changes in the stock of finished products and
8 | work in prograss ad 0 0 0 0 0
8 | Employee-relatad costs -T86.008 -385,246 TT0.672 379,824 98 6o
10 | Deprecigtion. amortization and pravisions -1 479 867 -TAT.621 -1,671.083 -191.410 113 100

10z | Depreciation 1,571,736 -T684,843 -1,674,035 795,408 107 101

10b | Impairment of fixed assels -3,530 -2.213 -3.065 -1.963 87 /G

10c | Provisions for costs and nsks 95,399 -565 6017 5.961 L] {1.055}

11 | Dther operaling expenses -39,100 2060 114,629 12,738 293 3531
12 | OPERATING PROFIT/LOSS 2,645,695 1,326,686 1,654,078 853,729 63 72
13 | Financial income 3.281 3281 3.281 328 100 100
Incame from investments, bans, inferest and FX \‘
14 | rate movements 113,530 43857 6,056 49,238 102 112
15 | Other finanging ncams o 1] 0 0 1] 0
16 | Financial expenses a ] 1076 538 ] 0|
Expenses for interest, FX_rate movements and
17 | similar expenses -11,503 -5,090 13311 4,242 a0 )
18 | Other financing expenses 0 ] 0 0 0 0
19 | Profit/loss from regular operations before tax 2,751,003 1,368,734 1,764,180 1,002.544 64 ¥
20 | Incoms tax 1] 0 -564 2677 { 4
21 | Net profit/loss after tax 2,751,003 1,368,734 1,763,616 1,005,221 64 73 |
22 | Minarity interest 0 a0 1] 0 ] Q
23 [ Net profit/loss for the fiscal year 2,751,003 1,368,734 1,763,616 1,005,221 64 73

Daniel Szasz
Chief Executive Officer
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ANALYSIS OF CONSCLIDATED OPERATING PROFIT ACCORDING TO IFRS (BY COST NATURE)

Company Makedonski Telekom AD - Skopje
Reporting period 01.01.2012- 30062012 ID number 5168660
{in MKD thousands)
Previous year Current year Indicas
Cumulative Current Cumulativa Current Comparedto | Compared to
No ltem from the quarer from quarter fhe previous | the previous
beginning of the beginnirlg of the yoar quarter
year year
1 | Sales revenues 7,744,397 3911412 6,755,126 3,380,667 &7 87
2 | Other operating income 150,953 100,030 148,758 109,803 45 10 |
3 | Costvalug of goods and services soid 718,299 -388.797 -612.558 -283,558 85 ] i3
Changes in the stock of finished products and
4 | work in progress 0 0 0 0 o 0
5 | Raw materiais. materials and small inventary 38317 -2¢ 381 24952 8,868 65 10
i | Impalrment charges -21.529 -14,853 41 B60 -32.706 151 220
7 | Employee-related costs -TBB.006 385,248 170872 -370.824 98 &
8 | Salescosts -1.662 546 64 859 -1,858.066 -BE0.904 112 101
9 | Caosts for serviges provided by other partes -1,899 857 -1,019.200 -1,B65 864 978 B85 93 01
10 | Other operating expenses -15,101 10,560 76,025 -41.996 503 (3974 |
11 | OPERATING PROAIT/LOSS 2,645,685 1,326,686 1,654,078 953,720 63 T2 |
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Daniel Szasz
Chief Executive Officer
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Makedonsla Teleknm AD Shopie

Uren Rikaley b, 1008 Skapje

CONSOLIDATED BALANCE SHEET ACCORDING TO IFRS

Company Makedonski Telekom AD - Skopje
Reporting period J0.06.2012 1D numbelx 5168660

A (in MKD thousands)
Item Pravious year Current year Indicas
ASSETS
NON-CURRENT ASSETS 16,479.999 15,684 427 85
Intangible assets 2546977 2416540 85
Property, plant and equipment 13,548,693 12,892,118 95
Investments in subsidiaries ] a ]
Investments in assoclate companies 0 1] i]
Investments in securities 54,083 53,604 99
Other tangible assats a 1] 0
Other long-term receivables 330,246 322165 94
Deferred tax assets 0 o ]
CURRENT ASSETS 12,740,631 8749190 68
Inventories 579450 587,823 101
Trade receivabies 2422412 2391118 29
Other receivablas 386,196 394,466 102
Shart-term investments 5,237,719 51BDET4 56
Cash and cash equivalants 114,854 195,108 170
TOTAL ASSETS 28,220,630 24433617 B4
OFF-BALANCE SHEET RECORDS - ASSETS 0 0| o |
EQUITY AND LIABILITIES \
EQUITY 25,497,868 21097927 8
Shareholders' equity £,386.189 6,386,189 100
Reserves 2475068 2,475,068 100
Accumulated profit (loss) 16,636,611 12.236.670 74
Minority interest 0 0 ]
LIABILITIES 3722762 3,335,690 90
CURRENT LIABILITIES 3,267,904 3.016,596 g2
Trade payables and other liabilities 3082231 2856511 a3
Shor-term borrowings 1] 0 {
Short-term provision 132,349 118,521 80
Payables to the state 53,324 41,564 il
LONG-TERM LIABILITIES 454,858 318,094 70
Long-erm borrowings 0 0 0
Trade payables and other lang-term habilities 0 0 0|
Oither long-term provision 454 858 319,094 0
TOTAL EQUITY AND LIABILITY 29,220,630 24433817 B4
OFF-BALANCE SHEET RECORDS - LIABILITIES 1] 0 0

Makeziomcku Tanexowm

Daniel Szasz
Chief Executive Officer
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elzkom AD Ghopis
Jree Moo b, 17230 Skopde

CONSOLIDATED CASH FLOW STATEMENT ACCORDING TO IFRS

L

Company j Makedonski Telekom AD - Skopje
Reporting period | 30.06.2012 ID number 5168660
{in MKD thousands)

Item Previous year Current year Indices |

- 1699273 320981 42

4.917.204 1,763,616 36

Adjustment far
Depreciation 3,555,235 1,674,035 47
Amortization and impairment charges 55560 11,561 2
Increase [ decrease of inventories -74 456 B.373 11
Increase / decrease of customers 218395 31,204 14
Increase [ decraase of advance payments recevables 3753 1.663 &0
Increase [ decrease of other short-term receivables 42 431 -349,182 {92}
Increase [ decrease of prepaid expenses -38,882 19,309 £30)
Increase [ decrease of trade payables SRS 284 -154 518 26 |
Increase / decrease of payables for received advances 1496 10,630 715
Increase [ decrease of other short-term liabilities 51,856 110,796 [214)
Incraase / decrease of differed income 11614 4921 (B5)
Interest income / expanse .229509 105.879 46
Dividend paid / charged 3,262 3281 100
Tax paid Asei 11,760 (48]
Capital profit / loss from sale of fixed assets -2 544 002 3
Capital profit / loss from sale of investments 382 0 1]
Other czsh flows from Dp&ratmg activities -121,784 -32 267 26
: : -1,714,680 2992831 (175}
Mqumtmn nI property, pdant ancl aqutpnwnt intangible assets,
ele. -2494,3T6 -1,206:280 4B
Disposal of property, plant and equipment, intangible assets,
eic. £8.207 14,085 A
Cash fiows from disposal of bearer or debt securities to other
legal persons and participation in joint ventures ] ] a
Cash payments for acquisition of bearer or debt securities ta
other legal persens and participation in joint ventures 0 0 0
Cash advances and Ioans provided to other parties (excluding
financial instiutions) ] 0 1
Cash flows from collection of advances and loans provided ta
other parties (excluding financial institutions) 7158 6,307 137]
Cash flows from interests 236,166 115,264 439
Cash flows from dividends 3,262 3.281 100
Other cash flows from investing activities 489,199 4058174 830
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sres Mikokoy bio, 1000 Skopee
CONSOLIDATED CASH FLOW STATEMENT ACCORDING TO IFRS (CONTINUED)
Company tMakedonski Telekom AD - Skopje
Reporting pariod l 30.06.2012 1D number 5168660
{in MKD thousands)
ltam Pravious year Currant year Indices
C) Cash flows from financing activities 5,947,478 4,163.557 104
Cash flows from increase of equity through issuing steck or
ather bearar securities 0 1]
Cash payments for repayments of loans ] 1] o
Cash flows from issued debt securities and other shor-term and
long-term loans and borrowings a g a
Acquisition of minarity interests ] 0 4]
Dividend paid 5047475 £.163.557 104
Treasury shares purchased/ sold 0 ] ]
Cash payments for reduction of financial lkasing payables 0 1] o |
aen | dacrease ash an equivalents 3r114 80.255 216
Cash and cash equivalents at the beginning of the T1.740 114,854 148
h equivalents at the end of i 114,854 185,109 170
\
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Daniel Szasz o
Chief Executive Officer
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Crce Mikolay.bb, 1000 Ekopje

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY ACCORDING TO IFRS

Company Makedanski Telekam AD - Skopje
Reporting period J0.06:2012 1D number 5168680
{in MKD thousands)
Shareholders’ aquity
Changes Sharsholders’ Share Accumulated | Minority
aquity pramium Resarves profit {ioss) interest | Total aquity

Aabances &t 1 Januiary o fon prindodts year 5845530 | 540,659 | 2475088 | 17666886 0 | 26,528,143
Paymant of sharas 0 o o i 5] 0
Treasury shares acouired a i 0 i 0 4]
Tremsury shares sold 0 ] 0 ) 0 a
Corversion of seceniies 0 0 0 0 0 0
Prafi {lass) tor the fiscal year 0 0 0 4917.204 a 4,917,204
Destribtian of the profits as tranafer 10 thi
rasanes q 0 0 0 0 0
Distribution of the pralits lor dvidends and other
payouts 1o tha sharsholders 1] 1] o 0] 5947478 0| 5947478
Digeribution of the profs lor rewards and benefits
for the employees 0 ] 1] 1] ]
Other compary reserees o 0 0 a Q 0
Evatuation of tangeble assats i) 0 o 0 0 i)
Adjusirnenis of invesiments available-for-sale at
fais vl 0 0 ] 1] 1] Q
Realized canital gain from the sale of sacurities 0 0 0 0 0 ]
Recording lnsses of subsidiaries using the aquity
mathod 0 i i ] 0 1]
Minarity Intarast o o 0 ] a 0
Dedered taxes 0 o o 0 i 0
Recognized mcame and axpenses. nat 0 0 o il i 0
Fareign exchange rate mavaments il o 0 i ] 0
Cithar increase | decrease of assets, net a 0 0 0 0 ]
Balances a1 31 Decamber of the previous year 5845530 | 540659 | 2475068 | 16836611 0 | 25497868
Payment of shares 0 0 i} o o |
Treesury shares aoquirad 0 0 0 1] W] ]
Traasuny sheres sold ﬁ 0 n i} a 0
Conversion of secunties i) 1] 0 0 ol (V]
Prafit loss| for the fiscal year 0 i} 0 1.763.616 0 ' 1,763,616
Distritastion of the poofits &8 transfes (o the
resErEs ] a % 0 0 0 0
Distribution of the profits for desidends and ather
payauts b the shareholders 0 1] 6,183,557 { 6,163,557
Distribution of the prafits far rewards and banaliis
far the empioyess 0 0 0 0 4] 1]
Caher company reserves ] 0 0 [i] 1] ]
Evaluatian of tangible assets 0 ] i} 0 i 0
Adsesiments of mvestments avaitable-lor-sale al
f@ir vaise 0 0 0 0 0
Haalized capital gain from the sale of securities 0 o o il | 0
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Makedansls Telakom AD Skopps

Civos Mikalioy Bb, 1000 Skopje

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY ACCORDING TO IFRS (CONTINUED)
Company Makedonski Telekom AD - Skopje ‘
Reporting period 30.06.2012 ID number 5168660

(in MKD thousands)
Shareholder’ aquity
Changes Sharsholdess’ Share Accurmulatad Minarity
aquity pramium Resarves profit (loss) interest | Total aquity

Recording losses of subsidiarkes using tha equity
methad 4 o 0 0 ] 0
Binority interest f ] 1] ] 1] 1]
Diabairiad taxis 0 0 i 0 ] 0
Recognized income and expeansas, net ) 0 0 0 I} 0
Foseign exchange rat movemenis 0 0 0 o 0 0
Other mcraase [ decrease of assats, nat 0 0 \C‘ i] 0 0
Balances at 30 June of the curmant year 5845530 | 540,659 | EATS.Edﬂ 12,236,670 0| 21097827
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Danigl Szasz
Chief Executive Officer
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Makecdanski Telekom AL Skopje

Circe Mikobw b, 1000 Skopje

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

Date: August 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 semi - annual reporting for 2012 prepared on
nonconsolidated basis is accurate and reliable,

On 13 February 2006, Magyar Telekom Plo., the controlling owner of the Company, (wa Stonebridge
Communications AD - Skopfe {under liquidation), majority sharehoider of the Company), announced that it was
fnvestigating certain contracts entered info by another subsidiary of Magyar Telekom Fic. to detarmine whether the
contracts were enfered info in violation of Magyar Telekom Plc. policy or applicable law or regulation. Magyar
Telekom's Audit Committee retained White & Case, as its independent legal counsel fo conduct the infernal
investigation. Subsequent to this an 19 February 2007, the Board of Directors of the Company. based on the
racommendation of the Audit Committee of the Company and the Audit Committee of Magyar Tefekom Pic.,
adopted a resolution to conduct an independent internal investigation regarding certain contacts in Macedonia.

Based on publicly available information, as well as information obtained from Magyar Telekom and as previously
disclosed, Magyar Telekom's Audit Committee conducted an internal investigation regarding certain contracis
relating to the activities of Magyar Telekomn and/or its affiliates in Monlenegro and Macedonia that totalled more
than EUR 31 million. In particular, the intemal investigation examined whether Magyar Telekom and/or ils
Mentenegrin and Macedonian affiliates had made payments prohibited By ULS. laws or regulations, inciuding the
U5, Fareign Corupt Practices Act (the *FCPA”). The Company has previously disclosed the results of the intemnal
investigation,

Magyar Telekom's Audit Committee informed the LS. Department of Justice fthe “DOY"} and the ULS Securities
and Exchange Commussion (the ‘SEC') of the internal investigation. The DO and the SEC commenced
investigations info the activities that were the subject of the internal investigation. Far 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 DO/ and the SEC to resohe the DO's and the
SEC's investigations relating to Magyar Telekom. The settlements concluded the DOJ's and the SECs

Investigations,

Magyar Telekom has entered info & two-year defermad prosecution agreemant fthe "DPA") with the DOY, under
which Magyar Telekom was charged with a 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 2011, the DOJ filed a
criminal information (the “Information”) setting out these charges in the U.S. District Gourt for the Fastern District of
Virginia. Magyar Telekom has agreed to admit to the DOJ's allegations 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 miflion fo
cooperate with the DOJ in future investigations, to refrain from any viclations af US federal criminal law. o
continue fo operate a compliance program and to report to the DOJ annually regarding the compliance program
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during the term of the DPA. The DO will seek to dismiss the charges upon conclusion of the two-vear term, unless
Magyar Telekom violates the terms of the DPA,

O 29 Dacember 2011, the SEC filed in the U5, District Court for the Southern District of New York a8 Complaint
{the “Complaint’) and a proposed Final fudgment against Magyar Telekom (the “Final Judgment’) Without
admitting or denying the allegations in the Complaint, Magyar Telekom consented to the filing of the Complaint
and entry of the Final Judgment to resalve the SEC’s investigation. The Complaint alleged civil violations of the
FCPA's anti-bribery, books and records and infernal control provisions. Final Judgment, which was approved
by the LS. District Court for the Southem District of New York on 3 January 2012, permanently enfoined Magyar
Telekom from violating these provisions and required Magyar Telskom te pay USD 25.2 million for disgorgement
of profits and USD 6.0 million of prejudgment interest thersan,

The final settlernents recognize the DOM's and the SEC's consigeration of Magyar Telekom's selfrepoiting,
thorough inteimal imvestigation, remediation and cooperation with the DOS's and the SEC's investigations. Magvar
Telekom has undertaken several remedial measures fo address the issues identified during the course of these
investigations. Thess measures include sieps designed o revise and enhance Magyar Telekom's infernal contiols,
&5 well as the establishment of the Corparate Compliance Program, The Corporate Compliance Program promotes
awareness of Magyar Telekom's compliance policies and procedures through training, the operation of a
whistleblower hotline, and monitoning of and communications with, employees and subsidiaries of Magyar
Telekam. Magvar Telekom remains fully commitied to responsible corporate behaviour,

On B January 2012 Magyar Telekom paid a criminal penalty of USD 50.6 million pursuant to the settlement with the
DO and on 23 lanuary 2012 Magyar Telekom paid USD 25.2 million for disgorgement of profits and USD 6.0
million of prejudgment inferest pursuant to the settlement with the SEC, totalling USD 90.8 million paid with
respect fo the settlements with the DOJ and the SEC.

The above-referenced settlement by Magyar Telekom and associated lability was not recorded in the separate
financial statements of the Company, These amounts were reflected in the consolidated financial statements of
Magyar Telekom and are not reflected in the separate financial statements of the Company,

According the information provided fo the Company by Magyar Telekom Pic, on & Decernber 2008, 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 Ple. " dated 30 mber 2009 {the "Final Report”).

In relation to 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 arsing from the transactions conducted by the
Company and ifs subsidiary subject to the Final Report.

The extemal experts prepared reports (the “Reperis’) 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 restt
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 218,577 thousand has been identified as potential tax
impact (together with related penalty interest) as of 31 December 2009 arising from the transactions conducted by
the Company and its subsidiary subject to the Final Report. In 2010 the amount related to the identified potential
tax impact (together with related penalty interest) amounted to MKD 227,972 thousand which were paid in 2010
uparn an executive decision issued by the Public Revenue Office. In addition, the value of one contract MKD
105,147 thousand capilalised within treasury shares was corrected in 2009 consolidated financial staterments and
was accounted for as though these payments had been expensed in 2006 rather than capitalized as part of
treasury shares as originally reported. The other contracts that were identified by the Final Report and the reports
of the tax and legal experts refated fo transactions undertaken by the Company were expensed in the related
periods {2001-2007

In May 2008, the Ministry of fnterior (*MOI") of the Republic of Macedania ("RoM") submitted to the Company an
afficial wiitten request for information and documentation regarding certain payments for consultancy senvices and
advance dividend, as well as certain procurements and contracts. In Jung 2008 the Company submitted copies
from the requested documents.
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In October 2008 the Investigation Judge from the Primary Court Skopje 1 - Skopje (the criminal court), has issugd
an official writfen order fo the Company to handover certain original documentation, Later in October 2008, the
Company officially and personally handed over the requested documentation. Additional MOI requests in writtan
were submitted and the Company provided the requested dacumanraﬁan\

We understand, based on public information available as of 10 December 2008, that the MO Organized Crime
Department submitted the files to the Basic Public Prosecution Office of Organized Crime and Corruption, with a
proposal fo bring cniminal charges against Attila Szendrei (former CED of Makedonski Telekom AD - Skopia), Holf
Flath {former CFO of Makedonski Telekom AD - Skopje) Mihail Kefaloyannis (former member of the Board of
Dirsctors in Stonebridge and former member of the Board of Directors in Telemacedonia) and Zoltan Kisjuhasz
(former CED of Stanebridge and former non-executive member of the Board of Directors of Makedonski Telekom
AD - Skopje) on the account of & reasonable doubt for committed criminal act. These individuals are proposed fo
be charged with having “abuse of office and authorizations” in their position in Makedonski Telekom AD - Skopje
by concluding consutancy contracts for which there was no intention or need for any services in retuim.

The Primary Court Skopje 1 in Skopfe, Investigative Deparfment for Crganized Crime delivered a summen to the
Company in connection with the criminal charges against the above siated persons and asked for a statement
whether the Company has suffered any damages on the basis of the said consulfancy contracts,

After several posiponements of the count hearing related to the investigation procedure handled in the Frimary
Court Skopje 1 Skogje, on the hearing held on 13 Apnl 2008, the representatives of Makedonskl Telekom AD
Skopje declared the position of the Company that faking into consideration the ongoing independent internal
investigation conducted by White & Case, approved by the Company's BoD, it was premalure 1o preannounce any
damage which may be caused by means of the implementation of the mentionad contracts or with referance fo
them. An expedise was performed on 11 May 2010 and the experts from Ministry of Justice of the Republic of
Macedomia - Court Expertise Office - Skopje, asked for some additional documents from Company's side in order
fo prepare the expertise. The experts asked additional information related to cedain agreements concluded in
2005 and 2006, and related invoices. The Company has fected and submitted requested
infarmation/documentation to the Count Expertise Office on | Novembar 2010,

O 14 March 2011, the Company received from the Primary Court Skopje 1 a copy of the “Finding and Opiniart”,
dated November 2010, issued by the Bureau of Judicial Expertise to the Primary Court Skopje | as a result of the
expertise procedure. The “Finding and Opinion" addresses and contains conclusions regarding five contracts
entered info with Chaptex and Cosmotelco in 2005 and 2006 and formerly reviewed by the Audit Committee of
Magyar Telekom. The “Finding and Opinfon® concludes thaf, based on these contracts, expendilures in the
amount of EUR 3.975 million were made by the Company and Stonebridge to Chaptex “withoul evidence for
performed senvices”; accordingly, sharehoiders of the Company and Sionebridge in the proportion of e
sharehoiding, suffered damages in the aforementioned aggregate amount as result of decreased proceeds for
payment of dividend in 2005 and 2008,

Based on publically available information, we understand that the Public Prosecutor has filed an indictment in
2011 against Mr. Szendrei, Mr. Kisjuhdsz and Mr. Plath, but not agamst Mr. Kefaloyannis. The court heaning has
taken place af the end of 2011, but it was posiponed 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 heaning.

Pursuant fo the questions posed by the investigative judge, it could be congludad that the public prosecutor has
addressed the Company as party damaged by the actions of the defendants. However, based on the content of the
ordar for expertise issusd 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 Skopje, Republic of Macedonia and
minority shareholders) and therefore the state budget, as the Republic of Macedonia is a shareholder in the
Company. Therefore, the public prosecutor should clear out who is considered as damage pany in this particuiar
case, which is of significant importance for the position of the Company it\this proceeding and its further actions.
At the moment there aren't any indications that the Company could be found liable and made lo pay any penalties
or fines for the criminal procedure which is Initiated against the individuals,
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We have nof become aware of any informafion as a result of a request ny requiators or other external paries,
other than as described above, from which we have concluded thar the financial statements may be misstatad,
including from the effects of a possible illegal act.

el o e 8 e

Daniel Szasz ;. \.,-..,..._,"_‘E TEEBEEE

Chief Executive Officer
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To: Securities and Exchange Commission of the RoM
26 Dimitrija Cupovski, 1000 Skopje
Date: August 2012
STATEMENT

In accordance with the Law on Securities of the RoM as well as the respective bylaws |, Daniel
Szasz, Chief Executive Officer of Makedonski Telekom AD - Skopje hereby affirm that the
complete delivered matenal for the semi - annual reporting for 2012 prepared on consolidated
basis is accurate and reliable,

On 13 February 2008, Magyar Telekom Plc, the controling owner of the Company, (via Stonebridge
Communications AD - Skopje (under liquidation), majority shareholder af the Company), announced that it was
investigating certain contracts entered into by another subsiciary of MagyahTelekom Plc. lo determine whether the
contracts were entered info in violation of Magyar Telekom Ple. policy or applicable law or regulation. Magyar
Telekom's Audit Committes retained White & Case, as its independent legal counsel fo-conduct the intemal
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 Committes of Magyar Telekom Flc.,
adopted a resolution to conduct an independent intemal investigation regarding certain contracts in Macedonia.

Based on publicly available information, as well as information obtained from Magyar Telekom and as previcusly
disclosed, Magyar Telekom's Audit Committee conducted an infernal investigation regarding cerain conlracts
refating fo the activities of Magyar Telekom and/or its affiiates in Montenegro and Macedonia that tofalled more
than EUR 31 million. In particular, the interal investigation sxamined whether Magyar Telekom andfor its
Montenegrin and Macedonian affiliates had made payments prohibited by ULS. laws or regulations, including the
LS, Foreign Corrupt Practices Act (the "FCPA"). The Company has previously disclosed the results of the internal
investigation.

Magyar Telekom's Audit Commitiee informed the LS. Department of Justice (the "D0S") and the ULS. Securities
and Exchange Commission (the “SEC") of the internal imvestigation. The DO/ and the SEC commenced
investigations into the activities that were the subject of the internal investigation. For further information about the
internal investigation, please refer fo the financial staterments of the Company for the year ended 31 December

2010,

In 2011, Magyar Telekom entered inte final settfements with the DOJ and the SEC to resolve the DO's and the
SEC’s investigations relating fo Magyar Telekom, The sefifemenis concluded the DOVs and the SEC's
Investigations,

Magyar Telekom has entered info & two-vear deferred prosecution agreement (the "DPA"] with the DO, under
which Magyar Telekom was charged with a viclation of the anti-britrery provisions of the FCPA and two violations of
the books and records provisions of the FCPA, In accordance with the DPA, on 29 December 2071, the DO filed a
criminal infarmation {the Sinformation”) setting out these charges in the ULS. District Cowrt for the Eastern Distnct of
Virginia. Magyar Telekom has agreed to admit to the DOJ's allegations and to acknowleage responsibility for the
acts as charged in the Information. Magyar Telekom has agreed to pay a criminal penalty of USD 59.6 million 1o
cooperate with the DO in future investigations, to refrain from any violations of U.S. federal criminal law, o
continue o operate a compliance program and fo report to the 00Y annually regarding the compliance program
during the term of the DPA. The DO will seek to dismiss the charges upon conclusion of the two-year ferm, unless
Magyar Telekom wviolates the terms of the DPA
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On 29 December 2011, the SEC filed in the U5, District Court for the Southern District of New York a Complaini
{the ‘Complaint”) and & proposed Final Judgment against Magyar Telekom {the "Final Judgment”) Withow!
admitting or denying the alfegations in the Complaint, Magyar Telekom consented to the filing of the Complaint
and eniry 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 controf provisions. The Final Judgment, which was approved
by the ULS District Court for the Scuthem District of New York on 3 January 2012, permanently enjoined Magyar
Telekom from vislating these provisions and required Magyar Telekom to pay USD 25.2 million for disgorgement
of profits and USD 6.0 million of prejudgment interast therean,

The final settlerments recognize the DOJSs and the SEC's consideration of Magyar Telekom's self-reporing,
thorough intemal investigation, remediation and cooperation with the DOJ's and the SEC's investigations. Magyar
Telekom has undertaken several remedial measures to address the issues identified during the course of these
imvestipations. These mesasures include steps designed to revise and enhance Magyar Telekom's internal controls,
&5 well as the establishment of the Corporate Compliance Program. The Corporate Compiiance Program promotes
awareness of Magyar Telekom's compliance poficies and procedures through training, the operalion of &
whistleblower hotfine, and monitoring of and communications with, emplovees and subsidiaries of Magyar
Telekom. Magyar Telekam remains fully committed to responsible mrpomi behaviour.

On & January 2012 Magyar Telekom paid a criminal penalty of USD 58.6 million pursuant to the seftlement with the
DO and on 23 Janvary 2012 Magyar Telekom paid USD 25.2 millian for disgorgement of profits and USD 6.0
million of prejudgment interest pursuant fo the settlernent with the SEC, totalling USD 90.8 million paid with
respact 1o the setlements with the DOV and the SEC.

The above-referenced settlement by Magyar Telekom and associated lability was nof recorded in the consolidated
financial statements of the Group. These amounts were reflected in the consolidated financial statemenis of
Magyar Telakom and are not reflected in the consolidated financial statements of the Compary.

According the information provided to the Company by Magyar Telekom Pic., on 2 December 2009, the Audit
Committes of Magyar Telekom Ple., provided the Magyar Telekom's Board of Direclors with a “Report of
Investigation fo the Audit Committee of Magyar Telekom Plc.” dated 30 November 2009 {the “Final Report”)

In relation to 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 o 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 informalion available fo the Management refated o the
transactions subject of the Final Report, amount of MKD 248,379 thousand has been identified as potential fax
impact (fogether with related penalty interest) as of 31 Dacember 2009 arising from the transactions conducted by
the Company and fis subsidiary subject to the Final Report, In 2010 the nt related fo the identified potential
tax impact {together with related penalty inferest) amounted to MKD 261,83 thousand out of which MKD 227,972
thousand related to the Company were paid in 2010 upon an executive decision issued by the Public Revenue
Office. In the subsidiary, a5 of 31 December 2011 the amount related to the identified potential fax impact
{together with related penalty imerest) amounted to MKD 36,019 thousand (see note 14), In addition, the value of
one contract MKD 105147 thousand capitalised within treasury shares was corrected in 2009 consolidated
financial statements and was accounted for as though these payments had been expensed in 2006 rather than
capitalized as part of treasury shares as originally reported. The other contracts that were identified by the Final
Report and the reporis of the tax and legal experts refated to transactions undertaken by the Company and its
subsidiary ware expensed in the related periods (2001-2007}

in May 2008, the Ministry of Interior {"MOI") of the Republic of Macedoma ("RoM”) submitted to the Company an
official wiitten request for information and documentation regarding certain payments for consulfancy services and
advance dividend, as well as certain procurements and contracts. In June 2008 the Company submitted copies
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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 Interlor of RM and they were submitied accordingly.

In October 2008 the Investigation Judge from the Primary Court Skopje | - Skopje {the ciminal court), has issued
an official written order to the Company to handover ceriain original documentation. Later in October 2008, the
Company officially and personally handed over the requested documentation. Additional MOI requests in wiitten
were submitfed and the Company provided the requested documentation.

We understand, based on public information available as of 10 December 2008, that the MO Organized Crirme
Department submitted the files to the Basic Public Prosecution Office of Organized Crime and Corruption, with a
proposal to bring criminal charges against Affila Szendrei (former CEQ of Makedonski Telekom AD - Skopje), Rolf
Piath {former CFO of Makedonski Telekam AD - Skopje), Miheil Kefaloyannis (former member of the Board of
Dirsctars in Stonebridge and former member of the Board of Directors in Telemacedonia) and Zoltan Kisjuhasz
{lormer CEQ 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 criminakact. These individuals are proposed to
be charged with having “abuse of office and authorizations” in their position in Makedonsk! Tefekom AD - Skopfe
by cencluding consullancy contracts for which there was no intention of need for any senvices in return.

The Primary Court Skopje 1 in Skopfe, Investigative Department for Organized Cnime delivered a summaon 1o the
Company in connection with the criminal charges against the above stated persans and asked for a statement
whather the Company has suffered any damages on the basis of the said consultancy contracts.

After several postponements of the court hearing related to the investigation procedure handied in the Primary
Court Skopje 1 Skopje, on the hearing held on 13 April 2008, the representatives of Makedonski Telekom AD
Skopje dectared the position of the Company that taking into consideration the angoing independent infernal
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 referance to
them. An expertise was performed on 11 May 2010 and the experts from Ministry of Justice aof the Republic of
Macedonia - Court Expertise Office - Skopje, asked for some additional documents from Company's side in order
to prepare the expertise, The experts asked additional information related fo certain agreements concluded in
2005 and 2006, and related invoices. The Company has collected and submitted requested
infarmation/documentation to the Court Expetise Office on T November 2010,

On 14 March 2011, the Company received from the Primary Court Skopje 1 a copy of the “Finding and Opinfon”,
dated November 2010, issued by the Bureau of Judicial Expertise to the Primary Court Skopje 1 &s & resulf of the
expertise procedure. The “Finding and Opinion” addresses and contains conclusions regarding five contracts
antered inte with Chaptex and Cosmotelco in 2005 and 2006 and formerly reviewed by the Audit Committee af
Magyar Telekom. The "Finding and Opinion” concludes that, based ap these confracts. expenditures in the
amount of ELUR 3.975 million were made by the Company and Stoneb to Chaptex "without evidence for
performed services™ accordingly, shareholders of the Company and Stonebridge in the proportion of thair
shareholding, suffered damages in the aforementioned agoregate amount a5 result of decreased proceeds for
payment of dividend in 2005 and 2006.

Based on publically available information, we understand that the Public Prosecutor has filed an indictment in
2011 against Mr. Szendrei, Mr. Kisjuhdsz and Mr. Plath, but not against M. Kefaloyannis, The court hearing has
taken place 8t 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 recenved official court invitation for the hearing

Pursuant 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 [ssued by the investigative judge. and on the basis of the expert opinion, it can be concluded
that now damaged parties are sharehalders of the Company {Stonebridge AD Skopje, Republic of Macedonia and
minority shareholders) and therefore the state budget, as the Republic of Macedonia (s a shareholder i the
Company. Therefore, the public prosecutor should clear out who fs considered as damage party in this particutar
case. which is of significant importance for the position of the Company in this proceeding and its further actions,
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Crroe Nikalow bo 1000 Skopje
At the moment there aren't any indications that the Company could be found fiable and made to pay any penafties
ar fines for the criminal procedure which s initiated against the individuais.

We have not become awara of any information as a result of a request from any requiators or ather external parties,
ather than as deseribed above, from which we have concluded that the financial statements may be misstated,
including from the effects of a possible iegal act.
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