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What are we doing to fulfill our mission:
To become the most highly
regarded Service Company

Satisfied Customers

Satisfied Customers

B Customer centricity, building unique service culture

Best Network
B Best network

B Innovative, easy to use services

Best Services

Best Services

B Motivated employees

Satisfied Employees
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Management
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Financial Report

Company profile

The company was first to introduce GPRS and EDGE

T-Mobile is the first mobile operator in Macedonia
and a leader in the mobile market, active since Sep-
tember 1996. In 2006 the company was re-branded
into T-Mobile Macedonia, becoming part of the in-
ternational T-Mobile family which has more than
112 million customers. T-Mobile International is one
of the world’s leading companies in mobile com-
munications. As one of Deutsche Telekom’s four
strategic business units, T-Mobile International con-
centrates on the most dynamic markets in Europe
and the United States.

Thanks to T-Mobile’s international presence, custo-
mers can count on the availability of their favourite
services even when they are abroad and they can
take advantage of the unified, favourable calling
rates.

T-Mobile Macedonia is recognized in TM Internatio-
nal as the T-Mobile country with best network quali-
ty. Our network covers 99.9% of the population and
over 98.5% of the territory of the Republic of Mace-
donia. We are proud of our network quality which
we continuously upgrade in order to provide high
quality and affordable services.

The confidence of more than 900 000 subscribers
in a country with a population of 2 000 000 con-
firms our leading position and obliges us to conti-
nue our mission - to become the most highly regar-
ded service company.
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In Macedonia, T-Mobile is recognized as the inno-
vation leader. The company was first to introduce
GPRS and EDGE thus significantly increasing the
data transfer speed.

We have a large sales network with shops and part-
ner sale points with contemporary design which are
ready to serve the customers in the best possible
way. With this we are close to our customers and
ready to serve them wherever they prefer.

T-Mobile customers can communicate all over the
world, using our roaming service which is offered in
over 90 countries.

As a successful company, we feel responsible to-
wards the society and we invest in Macedonia.
Through the Foundation T-Mobile for Macedonia,
numerous humanitarian activities are conducted.
We take care of the environment with strict eco acti-
vities whose purpose is to keep Macedonia clean
and safe.

T-Mobile building
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Management

Our Mission

Management
Management

This year, we celebrated 10 years leadership on
Macedonian market and 900 000 customers! The
customer base has grown for 190 000 customers,
and the traffic increased for 20%. T-Mobile gain
best financial results in the history of the company.
These are not just numbers of success. These
numbers oblige us to try even better in today’s com-
petitive environment.

Satisfied Customers
Satisfied Customers

In 2006 our effort was to act towards our mission.
What have we done to maintain number one positi-
on on the market? We acted towards 5 simple rules:

Best Network
Best Network

Satisfied customers - customer centricity

Best network
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Easy to use services with competitive prices

m Satisfied employees
8 Dejan Krstevski - CFO Eftim Betinski- CTO Michael Lawrence - COO Dusko Kantardziev-CITO | &
g m Corporate responsibility Chief Finance Officer Chief Technical Officer Chief Operating Officer Chief IT Officer k)
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000 - Michael Lawrence Our mission is to become most highly regarded service company.
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Satisfied Customers -==«x==«---

900 000 customers - 900 000 different needs

Putting the customer first is our commitment! T-Mo-
bile Macedonia has more than 900 000 customers,
which represents half of the whole population in
Macedonia. Keeping them satisfied, following their
needs and treating them differently, as all of them
are different individuals with specific needs, is our
focus. We make great effort not only to attract new
customers, but also to ensure the satisfaction of the
existing ones.

Customer satisfaction often depends on the quality
of customer service. T-Mobile’s Call Centre is pre-
pared to handle inquires 24 hours a day, 7 days a
week, 365 days a year. Our operators are capable
of answering all questions in 3 different languages
- Macedonian, Albanian and English. In 2006, Cu-
stomer service department handled a million
customer’s requests and inquires through different
CS channels: IVR, telephone, e-mail etc.

In 2006 T-Mobile celebrated the Customer Service
Week. The Customer Service Week is celebrated all
over the world and this was its first celebration in
Macedonia - its purpose is to celebrate the custo-
mer service professionalism and to raise the aware-
ness organisation-wide of the vital role played by
the customer service professionals.

We commit our “simply closer” approach at our
points of sale as well. Our frontline employees are
committed to providing best custom-made service
to our customers. Our large network consists of 130
shops and points of sale throughout Macedonia, of-
fering availability and easy approach to our services
and devices. In 2006, all of the shops were re-bran-

8

ded and redesigned, thus offering more attractive
interiors with plasma screens and with more space
for displaying handsets and enabling the customers
to try everything out.

We strongly believe that customer insight and un-
derstanding are paramount for becoming the best
service company.

bl v iyl

T-Mobile salon
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Network excellence ----+++«---

We focus to establish superior network experience.

The first calls in our network were made 10 years
ago, in October, 1996. We built a national network
around stable network operational system. This
centre provides availability non stop and can re-
spond to any system malfunctions in real time. At
that time mobile phone was association for calls,
but today, people expect a lot more than just a call
from their mobile device. Number of customers is
growing, as well as their requirements.

Customers are not interested in the underling tech-
nology, what counts is that everything works simply
and effectively, allowing them to use their phone as
work toll, entertainment device or information tool.

10

T-Mobile wants customers to benefit from fastest
possible connection. Thus, maintaining the stable
operational system is not enough. We constantly
upgrade and strengthen our network capacity, en-
chanting signal coverage and introduce state of art
technologies. Today, our network covers 99.8 of
the population and 96% of the territory of Macedo-
nia. Our subscribers can experience high speed
GPRS services, such as internet browsing, file
download, real multimedia streaming, e-mailing,
etc.
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Among T-Mobile main objectives is integration of
technologies including GSM (Global System of Mo-
bile Communications), GPRS (General Packet Ra-
dio Service), EDGE (Enhanced Data Rates for GSM
Evolution), as well as W-LAN (Wireless Local Area
Network).

In 2006, we focus on: GSM radio network extensi-
on, extension of EDGE coverage (increasing EDGE
coverage at 75% in Macedonia), improvement of
radio network quality. We introduced new technolo-
gies and platform that will support new products
and enable fastest access via internet.

T-Mobile base station
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Best services

Easy to use innovative services and offers

Nowadays people don’t use their mobile phone
merely for talking. Mobility has already transformed
communication in the world when we need “up to
minute information”. Telecommunications market is
growing day by day as well as customer’s needs.
But people need simplicity in the world of incresing
complexity.

In T-Mobile we are committed to meet customer’s
growing communication needs by expending the
range of our services, but to provide them with clear
choices. To point right solutions for their specific
needs, to introduce innovative ideas that inspire
and stimulate, but also, to offer all this by attractive
prices. Simplicity is essential to achieve our primary
goal of customer satisfaction.
In 2006, we can be proud of new services and ta-
riffs that we offered to our customers. Taking into
consideration that there are different segment of
customers, we created and launch packages and
benefits for pre paid, post paid and business custo-
mers.

We introduced Pre paid + - first loyalty offer for pre
paid customers in Macedonia, offering prepaid cu-
stomers, free minutes and other benefits.

In post paid segment, there was significant drop of
the prices and we created tariff model Relax - eva-
luated as best offer in the country. For business cu-
stomers T-Mobile offered solutions that eliminate
the difference between working inside and outside
of the office, also state of art business cell phones,
data cards for lap tops etc. In 2006, we also promo-
te very low prices for MMS services & lower prices
for mobile phones as well as wider offer.

12

Activities related to entertainment and leisure com-
plement the list of products and services. In 2006,
T-Mobile introduced t-zones - a portal offering fun
where customers can download pictures, animati-
on, video, melody or games, or get information -
news, sport, music, movies, business, economy,
science etc.

Profile of the company
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Satisfied Employees-----------

T-Mobile is aware that the satisfied and motivated
employees are the foundation of the company’s
success. It is primarily thanks to them that we can
become the most highly regarded service company
and be in touch with our customers.

Therefore, we invest in learning and development
in order to increase the employees’ satisfaction and
working efficiency. Human resources are one of
our most valuable investments.

Taking into consideration that every employee has
different needs and character traits, we have orga-
nized trainings and team building activities for per-
sonal efficiency, team efficiency, business and ope-
rational management, customer orientation and
management skills. The corporate culture is not
only one of the key strategic areas in 2006, but also
a long-term concern.

We identify the skills and possibilities of every em-

ployee and organize seminars for improving the
professional skills relevant for a particular job posi-
tion. In addition, we organize foreign languages stu-
dies, presentation studies etc. Taking into conside-
ration that every employee has different needs and
character traits we have organized trainings and
team building activities aimed at the establishment
of cooperation between the employees in the diffe-
rent departments, between the departments and
between all functional units of the company.

We also focus on other employee satisfaction activi-
ties such as organizing parties and family days for
the employees and their families, organizing New
Year celebrations for the employees and their child-
ren, organizing rewards for the best employees of
the following year, offering low prices and special
packages of mobile handsets, offering travel dis-
count, organizing humanitarian and environmental
activities, etc.

In 2006, when the company was re-branded as T-
Mobile Macedonia, we organized workshops with
the brand ambassadors (trained employees from all
departments). As a result of these workshops, all
employees became aware of the new brand values.
As a reward for their volunteer work, all brand am-
bassadors attended the Robbie Williams’s concert
in Munich.

Satisfied Customers Management Profile of the company

Best Network
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Social Responsibility ===x===«--

Pet Shop Boys concert for T-Mobile day, was most important music event in

Macedonia.

As Modern corporation with stable position and fi-
nancial background we feel strong responsibility,
not only for our customers, but for the whole socie-
ty. Thus, we invest in different areas of our society,
by taking part in wide range of activities enriching
the country’s sport and cultural life. Following T-Mo-
bile international sponsorship strategy we primary
focus on music and sports.

In 2006 we sponsored greatest music event in
Macedonia - reunion and concerts of the most fa-
mous band on the Balkans - “Leb i Sol” in Macedo-
nia, Serbia, Croatia, & Slovenia.

10

Vlado Janevski - one of the most famous Macedo-
nian singers had a big humanitarian concert, spon-
sored by T-Mobile. The funds collected from the
concert were donated for sport hall in the elemen-
tary school. In 2006 T-Mobile was also sponsor of
the Handball Federation - thus supporting the most
successful sport in Macedonia.

Almost 100 000 people was on free of charge concert on the Skopje city

square.

With Foundation T-Mobile for Macedonia, we seek
to contribute to society general well being, expres-
sing our corporate responsibility. The main focus of
the Foundation is support of humanitarian projects
and health.

In 2006 we supported humanitarian auction of arts
organized by the Association for battle against can-
cer and leukaemia in children, we supported pro-
jects for helping children with cerebral palsy, orga-
nized traditional New Year humanitarian caravan,
visiting children’s homes, hospitals and institutions
for children with special needs. This year we open-
ed 21 special donation numbers, thus helping 21
individuals in need.

In accordance with our commitment to quality and
the ISO 14001 Environmental certificate, we orga-
nize and support eco actions. In 2006 we organize
big tree planting action with our employees’ journa-
lists, partners and friends of the company.
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PricewaterhouseCoopers dooel
ui. Marshal Tito 12,
"Palata Makedonija" IV floor

1000 Skopje We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
Republic of Macedonia

Telophons +386 (02) 3116 638 basis for our audit opinion.
+389 (02) 3111 012
+389 (02) 3110 623

Facsimile +38%9 (02) 3116 525 ()pr'nion

Management
Management

In our opinion, the financial statements present fairly, in all material respect, the financial

INDEPENDENT AUDITORS’ REPORT position of T-Mobile — Macedonia A.D. Skopje as of December 31, 2006, and of its financial
performance and its cash flows for the year then ended in accordance with Laws and
¢ To the Shareholders of T-Mobile — Macedonia A.D. Skopje Regulations of the Republic of Macedonla./; - %
£ A £
g 3
O ; . 8
3 : : eneyal Mapager ertified auditqr <
% Report on the Financial Statements £ O\ \‘{: S: ‘\\J\ W\ U z
n

We have audited the accompanying financial statements of T-Mobile — Macedonia A.D.
Skopje, which comprise the balance sheet as of December 31, 2006 and the income statement,
statement of changes in equity and cash flow statement for the year then ended, and a Skopje

summary of significant accounting policies and other explanatory notes. December 3, 2007

Ljube Gjorgievski L.jube Gjorgievski

PricewaterhouseCoopers dooel Skopje

Management’s Responsibility for the Financial Statements

Best Network
Best Network

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Laws and Regulations of the Republic of Macedonia. This
responsibility includes: designing, implementing and maintaining internal control relevant to
the preparation and fair presentation of financial statements that are free from material
misstatement, whether duc to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.
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Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to

obtain reasonable assurance whether the financial statements are free from material
misstatement.

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

Satisfied Employees
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. For the year ended 31 As at 31 December =
5 December In thousands of denars Note 2006 2005 g
S Note g
S In thousands of denars 2006 2005 Assets =
Revenues 1 8,985,189 8.161,721 Property, plant and equipment ' 6 1,402,722 2,115,047
. > 344 681 214,771 Advances for property, plant and equipment 10,888 2,142
Other operating income SRS o Intangible assets 7 1,644,855 1,833,719
Other investments 305 305
Depreciation and amortisation (1,839,417) (2,311,347) Total non-current asset 3.058.770 3.951.213 o
g Gross salaries 3(%/3;3??‘17) 3(3:;(;,;;13% o on-current assets ,058, ,951, %
] , H . 3 ,D28,008° . g
2 Other operating expenses 3 o L) Lo Inventories 8 264,446 234,855 E
E Profit from operations YISy FO I Trade and other receivables 9 5,379,999 913,162 g
2 . . Deposits with banks 10 417,568 452,480 2
3 Finance income 4 156:215 108,795 Cash and cash equivalents 3 1,814,101 2,036,543
Finance expenses 4 (37.985) (13,693) Total t asset 7,876,114 3,637,040
Net finance income 4 118,630 95,102 otal current assets »876, 1637,
Total assets 10,934,884 7,588,253
Profit before income tax 3,550,415 2,271,315
x Equity and liabilities £
£ Income tax expense 5 (460,226) (243.024) Share capital 12 2,791,453 2,791,453 £
S =
= Net profit for the year 3,090,189 2,028,291 Statutory reserves 558,291 558,291 B
& Retained eamings 6,462,794 3,372,605 =
Total equity 9,812,538 6,722,349
Provision for other liabilities and charges 6,368 1,698
Total non-current liabilities 6,368 1,698
g Borrowings 13 - 84,658 §
3 Trade and other payables 14 939,385 746,126 <
8 Current income tax liability 176,593 33,422 -
Total current liabilities 1,115,978 864,206
Total liabilities 1,122,346 865,904
Total equity and liabilities 10,934,884 7,588,253

Income statement

T-Mobile Macedonia AD Skopje
Financial Statements

Balance sheet

T-Mobile Macedonia AD Skopje
Financial statement

Profile of the company

The financial statements set out on pages 1 to 24 were authorised for issue on 3 December 2007 by
the Management of T-Mobile Macedonia AD, Skopje and are subject to review and approval by
the Board of directors and shareholdefs on date that will be subsequently agreed.

Mif:hael Lawrence Zarko Lukovski Dejan Krstevski 7
Chief Executive Officer Chief Operating Officer Chief Financial Officer
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The notes on pages 5 to 24 are an integral part of these financial statements,
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The notes on pages 5 to 24 are an integral part of these financial statements.
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Statement of changes in equity

Statutory Retained
Cash flow statement in thousands of denars Note  Share capital reserve earnings Total
= Balance at | January 2005 2,791,453 558,291 4,232,637 7,582,381 g
E For the year ended 31 December Net profit for the year - - 2,028,291 2,028,291 §,
g Dividends paid - - (2,888.323) (2,888.323) g
= In thousands of denars Notes 2006 2005 Balance at 31 December 2005 12 2,791,453 558,291 3,372,605 6,722,349 =
e A e 3,550.415 2071315 Balance at 1 January 2006 2,791,453 558201 3372605 6,722,349
Adjustments for: Net profit for the year - - 3.090,189 3,090.189
o Depreciation and amortisation 1,839,417 2,311,347 Balance at 31 December 2006 12 2,791,453 558,291 6,462,794 9,812,538 2
§ Impairment losses on trade and other receivables 3 94,878 94,290 g
2 Collected written off receivables 2 (21,438) 4.216) g
% Write (back)/off inventories to net realisable value 3 (2,014) 2,633 3
2 Interest income 4 (156,215) (96,488) 2
2 Interest expense and bank charges 4 1,100 13,693 3
Other non cash adjustments 3,167 6,591
Write off of inventories 20,062 -
Effect of foreign exchange rate changes on cash and
cash equivalents (11,722) 6,521
x Loss/(gain) on disposal of property plant and <
E equipment 728 (1,093) £
% Cash generated from operations before changes in =
@ working capital 5,318,378 4,604,593 @
(Increase)/decrease of inventories (46,814) 108,749
Increase of receivables (767,173) (290,957)
Increase/(decrease) of payables 496,608 (164,315)
Cash generated from operations 5,000,999 4,258,070
§ Interest and bank charges paid (3.936) (19,365) §
3 Income taxes paid (317.055) (205,140) 2
g Cash flows from operating activities 4,680,008 4,033,565 @
Investing activities
Acquisition of property, plant and equipment (502,903) (493,427)
Acquisition of intangible assets (515,487 (340,243)
" Deposits with banks 46,634 (439,001) 2
3 Proceeds from sale of property, plant and equipment 3,335 1,093 &
?;i Short term loans given to related parties (4,000,000) - g
= Interest received 150,629 96,488 u?j
;% Cash flows from investing activities (4,817,792) (1,195,095) %
& %)
Financing activities
Dividends paid - (2,888,323) . .
Repayment of loans (84.658) (169.317) T'he notes on pages 5 to 24 are an integral part of these financial statements.
= Cash flows from financing activities (84,658) (3,057,640) =
% Net decrease in cash and cash equivalents (222,442) (219,170) g
é Cash and cash equivalents at | January 2,036,543 2,255.713 &
e o
k= Cash and cash equivalents at 31 December 1 1,814,101 2,036,543 g
3 %]
The notes on pages 5 to 24 are an integral part of these financial statements.
5 3 4 :
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T-Mobile Macedonia AD Skopje
Financial statement

Notes to the financial statements

General information

T-Mobile Macedonia AD, Skopje (hereinafter “The Company”) is a joint stock company
incorporated and domiciled in the Republic of Macedonia, for provision of
telecommunication services.

The Company’s immediate parent company is Makedonski Telekomunikacii AD, Skopje
with 100% share, registered in the Republic of Macedonia. The ultimate parent company is
Deutsche Telekom AG registered in Federal Republic of Germany.

The Company’s registered address is “Orce Nikolov” Street bb, 1000, Skopje, Republic of
Macedonia.

The total number of employees of the Company is 434 as of December 31, 2006, and 442 as
of December 31, 2005.

Investigation into certain consultancy contracts

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

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

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

Significant accounting policies

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

(a)

(b)

(c)
(i

T-Mobile Macedonia AD Skopje
Financial Statements

Notes to the financial statements
Significant accounting policies continued

Basis of preparation

The financial statements are presented in Macedonian denars, rounded to the nearest
thousand. These financial statements are prepared, in all material respects, in accordance
with the Law on Trade Companies (Official Gazette No. 28/2004), Rule Books for
Accounting (Official Gazette No. 40/1997, 73/1999, 94/2004, 11/2005 and 116/2005).
The financial statements are prepared on the historical cost basis modified for the
revaluation of property, plant and equipment, intangible assets and equity in the years of
inflation using the official revaluation coefficients based on the general manufactured
goods price increase index, available-for-sale financial assets, and financial assets at fair
value through profit or loss.

The preparation of financial statements requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying
the Company's accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the financial
statements are disclosed in accounting policy (v). Actual results could differ from those
estimates.

Foreign currency transactions

Transactions in foreign currencies are translated to denars at the foreign exchange rate ruling
at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are translated 1o denars at the foreign exchange rate
ruling at that date. Foreign exchange differences arising on translation are recognised in the
income statement. Non-monetary financial assets and liabilities denominated in foreign
currency are translated to denars at the foreign exchange rate ruling at the date of
transaction.

The foreign currencies deals of the Company are predominantly United States Dollars
(USD), EURO (EUR) and Swiss Francs (CHF) based. The exchange rates used for
translation at 31 December 2006 and 2005 were as follows:

2006 2005
MKD MKD
1 USD 46.45 51.86
1 EUR 61.17 61.18
I CHF 38.07 39.34

Property, plant and equipment

Owned assets

!tems of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses (refer accounting policy e). The cost of self-constructed assets includes
the cost of materials and direct labour.

ttems of property, plant and equipment are restated at the year-end using official revaluation
coefficients based on the general manufactured goods price increase index. Such coefficients
have been applied to historical cost or later valuation and to accumulated depreciation as to
approximate replacement cost. The net effect of revaluation is recorded against revaluation
reserves. The last revaluation of property, plant and equipment was made in year 2000.
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Notes to the financial statements
Significant accounting policies continued

Property, plant and equipment continued

Subsequent expenditure

Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognized. All other repairs and maintenance are
charged to the income statement during the financial period in which they are incurred.

Depreciation

Depreciation is charged to the income statement on a straight-line basis over the prescribed
useful lives of items of property, plant and equipment. Assets are not depreciated until they
are available for use. Land is not depreciated.

The depreciation is calculated using the following annual rates of depreciation, which are
also tax allowable:

2006 2005

% %

Exchanges / Switches 25 25
Base stations 25 25
Buildings 25 25
Computers 25 25
Electronic devices 25 25
Furniture and other office equipment 20 20
Vehicles 25 25

An asset’s carrying amount is written down immediately to its recoverable amount if the
assets carrying value is greater than its estimated recoverable amount (refer accounting

policy e).

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement under the operating expenses section.

Intangible assets

Intangible assets that are acquired by the Company are stated at cost less accumulated
amortisation (see below) and impairment losses (refer accounting policy e).

ltems of intangible assets are restated at the year-end using official revaluation coefficients
based on the general manufactured goods price increase index. Such coefficients have been
applied to historical cost or later valuation and to accumulated depreciation as to approximate
replacement cost. The net effect of revaluation is recorded against revaluation reserves. The
last revaluation of intangible assets was made in year 2000.

(d)
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Notes to the financial statements
Significant accounting policies continued

Intangible assets continued

Subsequent expenditure
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases

the future economic benefits embodied in the specific asset to which it relates. All other
expenditure is expensed as incurred.

Amortisation

Amortisation is charged to the income statement on a straight-line basis over the prescribed
useful lives of intangible assets. Intangible assets are amortised from the date they are
available for use. The amortisation is calculated using the following annual rates of
amortisation, which are also tax allowable:

2006 2005

% %

Software and licences 20 20
Leasehold improvement 20 20

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment. Assets that are subject to depreciation/amortization are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognized for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest level for which there is separately
identifiable cash flows (cash-generating units). Impairment losses are recognized in the
income statement. Non-financial assets that suffered impairment are reviewed for possible
reversal of the impairment at each reporting date.

Investments

The Company’s investments in non-profit organization T-Mobile Macedonia Foundation are
stated at cost.

Inventories

Inventories are stated at the lower of cost or net realisable value. Net realisable value is the
estimated selling price in the ordinary course of business, less the estimated selling expenses.

The cost of inventories is based on weighted average cost formula and includes expenditure
incurred in acquiring the inventories and bringing them to their existing location and
condition.

Satisfied Customers Management Profile of the company

Best Network

o0
o3
2
>
Z
5}
w
e
o0
D
fa']

Satisfied Employees

Social Responsibility

Financial Report




>
c
<
o
£
S
o
)
<
=
=
S)
<@
=
)
<4
a

Management

Satisfied Customers

Best Network

Best Services

Satisfied Employees

=
]
o0
e
S
a
o0
3
oc
©
1}
I}
(%]

Financial Report

(h)

()

(k)

M

(m)
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Notes to the financial statements
Significant accounting policies continued

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured
at amortised cost using the effective interest method, less provision for impairment. A
provision for impairment of trade receivables is established when there is objective evidence
that the Company will not be able to collect all amounts due according to the original terms
of the receivables. Significant financial difficulties of the debtor, probability that the debtor
will enter bankruptcy or financial reorganisation, and default or delinquency in payments
(more than 30 days overdue) are considered indicators that the trade receivable is impaired.
The amount of the provision is the difference between the asset’s carrying amount and the
present value of the estimated future cash flows. The carrying amount of the asset is reduced
through the use of an allowance account, and the amount of the loss is recognised in the
income statement. When a trade receivable is uncollectible, it is written off against the
allowance account for trade receivables. Subsequent recoveries of amounts previously
written off are credited against the recognised loss (provision) in the income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other
short-term highly liquid investments with original maturities of three months or less.
Trade and other payables

Trade and other payables are stated at their cost, representing fair value.

Share capital

Ordinary shares are classified as equity.

Statutory reserves

Under local statutory legislation, the Company is required to set aside 15 percent of its net
statutory profit for the year in a statutory reserve until the level of the reserve reaches 1/5 of
the share capital. These reserves are used to cover Josses and are not distributed to
shareholders except in the case of bankruptcy of the Company. Statutory reserves can be
distributed at the approval of the shareholders meeting.

Dividends

Dividends are recognised as a liability in the Company’s financial statements in the period in
which they are approved by the Company’s shareholders.
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Notes to the financial statements
Significant accounting policies continued

Revenue recognition

Revenue is primarily derived from services provided to subscribers and other third parties
using the telecommunications network and equipment sales. Revenues for all services and
equipment sales are shown net of VAT, discounts and after elimination of sales within the
Company, and are recognized when the amount of the revenue can be reliably measured, it is
probable that future economic benefits will flow to the Company and specific criteria are
met for the provision of each of the Company’s services described below.

Customer subscriber arrangements typically include an activation fee, equipment sale,
subscription fee and monthly charge for the actual airtime used. The Company considers the
various elements of these arrangements to be separate earnings processes and recognizes the
revenue for each of the deliverables at their reversed residual amounts.

Customers may also purchase prepaid mobile cards which allow those customers to use the
telecommunication network for a selected amount of time. Customers must pay for such
services at the date when the card is purchased.

Third parties using the telecommunications network include roaming customers of other
service providers and other telecommunications providers which terminate calls on the
network.

The revenue recognition policies for the different Company’s of services are below.

Activation fees

Revenues earned from connecting subscribers to the mobile network are recognized upon
service activation,

Subscription fees

Monthly subscription fees represent a fixed monthly fee charged to customer subscribers for
access to the network. Such fees are recognized in the month during which the customer is
permitted access to the network.

Outgoing traffic revenue

Outgoing traffic revenue represents usage of the mobile network from the subscribers upon
agreed traffic prices. Revenue is recognised in the month the traffic was actually realised for

the postpaid subscribers, or when there was actual sales of prepaid voucher for the prepaid
customer.

Incoming traffic revenue
Incoming traffic revenue is recognized in the period of related usage.

A proportion of the revenue received is often paid to other operators (including roaming) for
the use of their _networks, where appropriate. These revenues and costs of these transit calls
are stated gross in these financial statements and recognized in the period of related usage.
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Notes to the financial statements

Significant accounting policies continued

Revenue recognition continued

Equipment sales

Revenues and costs from sale of telephone sets are recognized upon delivery.,

Finance income and expenses

Finance income and expenses comprises interest receivable on funds invested, dividend
income, foreign exchange gains and losses, impairment losses on available-for-sale financial
assets, and gains and losses on financial assets at fair value through profit and loss.

Interest income is recognised in the income statement on a time-proportion basis using the
effecttve interest method. Dividend income is recognised in the income statement when the
right to receive payment is established.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by
the lessor are classified as operating leases. Payments made under operating leases (net of
any incentives received from the lessor) are charged to the income statement on a straight-
line basis over the period of the lease.

Employees Benefits

Pension and other obligations

The Company, in the normal course of business, makes payments on behalf of its employees
for pensions, health care, employment and personnel tax which are calculated according to
the statutory rates in force during the year, based on gross salaries and wages. Food
allowances travel expenses and holiday allowances are also calculated according to the local
legislation. The Company makes these contributions to the Governmental and private funds.
The cost of these payments is charged to the income statement in the same period as the
related salary cost. The Company does not operate any other pension scheme or post
retirement benefits plan and consequently, has no obligation in respect of pensions. In
addition. the Company is not obligated to provide further benefits to current and former
employees.

Termination benefits

Termination benefits are payable when employment is terminated before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Company recognises termination benefits when it is demonstrably
committed either: terminating the employment of current employees according to a detailed
formal plan without possibility of withdrawal; or providing termination benefits as a result of
an offer made to encourage voluntary redundancy.
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Notes to the financial statements
Significant accounting policies continued

Employees Benefits continuned

Bonus plans

The Company recognises a liability and an expense for bonuses taking into consideration the
financial and operational results. The Company recognises a provision where contractually
obliged or where there is a past practice that has created a constructive obligation.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation
as a result of past events and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate of the amount of the
obligation can be made.

Taxation

Income tax is recognised in the income statement except to the extent that it relates to items
recognised directly to equity, in which case it is recognised in equity.

Current income tax is the expected tax payable on the taxable income for the year, using tax
rates enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years.

Comparative information

In order to maintain consistency with the current year presentation, where appropriate
certain items have been reclassified for comparative purpose. Such reclassifications,
however, have not resulted in significant changes of the content and format of the financial
information as presented in the financial statements.

Financial risk management

Financial risk factors

The Company is exposed to foreign exchange, credit, interest rate and liquidity risk arises in
the normal course of the Company’s business.

Foreign exchange risk

The Company’s functional currency is the Macedonian denar.

The foreign exchange exposure of the Company is related to holding foreign currency cash
balances. and operating activities through revenues from and payments to international

telecommunications carriers as well as capital expenditure contracted with vendors in
foreign currency.

The currencies giving rise to this risk are primarily USD and EUR. The Company uses cash
deposits in foreign currency, predominantly in EUR and USD, and cash deposits in denars
linked to foreign currency, to hedge its foreign currency risk as well as local currency risk in
accordance with the available banks offers.
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T-Mobile Macedonia AD Skopje
Financial Statements

Notes to the financial statements continued

Significant accounting policies continued

Financial risk management continued

Interest rate risk
The Company has no interest bearing liabilities, while it incurs interest rate risk on cash
deposits with banks and loans to employees. No policy to hedge the interest rate risk is in

place.

Credit risk

The Company has no significant concentration of credit risk with any single counter party or
group of counter parties having similar characteristics.

The Company’s procedures ensure on a permanent basis that sales are made to customers
with an appropriate credit history and not exceed an acceptable credit exposure limit.

The Company does not guarantee obligations of other parties.

The maximum exposure to credit risk is represented by the carrying amount of each financial
asset in the balance sheet. Consequently, the Company considers that its maximum exposure
is reflected by the amount of debtors net of provisions for impairment recognized at the
balance shect date.

Additionally, the Company is exposed to risk through cash deposits in the banks.

Management is focused on dealing with most reputable banks in foreign and domestic
ownership on the domestic market.

Liquidity risk
The Company’s policy is to maintain sufficient cash and cash equivalents to meet its

commitments in the foreseeable future. Any excess cash is mostly deposited in commercial
banks.

Fair value estimation

The fair value of publicly traded financial assets at fair value through profit and loss is based
on quoted market prices at the balance sheet date.

Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. Estimates and
judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. The most critical estimates and assumptions are discussed below.
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Notes to the financial statements continued
Significant accounting policies continued

Critical accounting estimates and assumptions continued

Potential impairment of property, plant and equipment and intangibles

We assess the impairment of identifiable property, plant, equipment and intangibles
whenever there is a reason to believe that the carrying value may materially exceed the
recoverable amount and where impairment in value is anticipated. The recoverable amounts
are determined by value in use calculations, which use a broad range of estimates and factors
affecting those. Among others, we typically consider future revenues and expenses,
technological obsolescence, discontinuance of services and other changes in circumstances
that may indicate impairment. As this exercise is highly judgmental, the amount of potential
impairment may be significantly different from that of the result of these calculations.

Impairment of trade and other receivables

We calculate impairment for doubtful accounts based on estimated losses resulting from the
inability of our customers to make required payments. We base our estimate on the aging of
our account receivables balance and our historical write-off experience, customer credit-
worthiness and changes in our customer payment terms when evaluating the adequacy of the
impairment loss for doubtful accounts. These involve assumptions about future customer
behaviour and the resulting future cash collections. If the financial condition of our
customers were to deteriorate, actual write-offs of currently existing receivables may be
higher than expected and may exceed the level of the impairment losses recognized so far.

Provisions

Provisions in general are highly judgmental, especially in the cases of legal disputes. The
Company assesses the probability of an adverse event as a result of a past event to happen
and if the probability is evaluated to be more than fifty percent and a reliable estimate can be
made of the amount of the obligation, the Company fully provides for the total amount of the
liability. The Company is rather prudent in these assessments, but due to the high level of
uncertainty, in some cases the evaluation may not prove to be in line with the eventual
outcome of the case.
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Revenues 4. Net finance income
In thousands of denars 2006 2005 =
In thousands of denars 2006 2005 £
= | . 156,215 96,488 g
5 Domestic market sales 8,447.029 7,651,903 g’:ﬁ;gg{zhaﬂge gains . 12,307 g
S Foreign market sales 538,160 509,818 Finance income T 156215 108.795
8,985,189 8,161,721 R
Interest expense and bank charges (1,100) (13,693)
L Net foreign exchange losses (36,485) -
2. Other operating income Finance expense (37.585) (13.693) é
2 In thousands of denars 2006 2005 118,630 95,102 S
5 3
é Re-branding income 200,461 - 5. Income tax expense j;f
2 Income from own product used 47,289 54,028 3
3 Income from FGSM 37.207 43,041 o .
Income from installation and maintenance of mini links 29,586 31,946 Reconciliation of effective tax rate
Collected written of receivables 21,438 4216 In thousands of denars 2006 2005
Extinguishment of liabilities 830 385 } )
Rental income 29 18 Profit before tax _3:950,415 —2271.315 -
- Other 7,841 81,137 £
2 344,681 214,771 [ncome tax 15% 532,562 15% 340,697 E
%J Non-deductible expenses 1.9% 66,715 2.0% 46,157 K
& Tax exempted revenues (0.2%) (7,199)  (1.2%) (27,122)
3. Other operating expenses Tax incentives not recognised in the income
statement (3.7%) (131,852) (5.1%) (116,708)
I thousands of denars 2006 2005 13.0% 460,226 10.7% 243,024
Cost of goods sold 681,886 736,778 . [ horiti ied out a full .
Transportation/Interconnection 637.050 583.110 Up to the date of approval of these financial statements, T 1‘e tax authorities c'arrle. out a full- §
8 Advertising, marketing and sponsorship 5781171 410"7]7 scope tax audit at the Company for 2001 and 2002. No issues have been identified in the 3
§ Payments to foreign operators 411,090 373.408 performed tax audits. g
g Leased lines 300,677 319.983 The Government enacted new income tax rates on 30 December 2006 for 2007 and 2008.
- Maintenance 162.462 2073194 The income tax rate for 2007 is 12%, while the applicable tax rate for 2008 and the years
Other employee costs 142,293 127,606 after is 10 %.
Impairment losses on trade and other receivables 94,878 94,290 The tax authorities may at any time inspect the books and records within 5 years subsequent
Radiofrequency, numeration and surveillance 93,361 93,586 to the reported tax year, and may impose additional tax assessments and penalties. The =
8 Rent . ) 86.423 86,492 Company's management is not aware of any circumstances, which may give rise to a £
) Raw materials, materials and energy 73,578 83,570 potential material liability in this respect. ué
g Consultancy 57,585 45477 g
3 Billing postage 22,663 19,214 3
§ Cost of petty inventory 15,632 2482
Write down of PPE to net realisable value 4,905 4,836
Write (back)/off inventories to net realisable value (2,014) 2,633
Other non material costs 30,7356 35,196 £
- Other 327,921 332,017 =
= 3,719,317 3,558,589 :
5 &
8 The remuneration of the members of the Board of Directors amounted to MKD 1,817 T§
= thousand (2005: MKD 2,000 thousand). .
3
= 16 5
5 15 £
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6. Property, plant and equipment
Land and Assets under
In rthousands of denars buildings Equipment Other construction Total
Cost
AL 1 January 2005 140,088 6.400,662 970,620 55236 7.566,606
Additions 865 135,128 53945 414,710 604 648
Transfer  from  assets  under
construction - 285,097 14.670 (299.767) -
Disposais - (1.135) (9.953) (1,562) {12.652)
At 31 December 2005 140,953 6,819,752 1,029,280 168.617 8,158,602
Depreciation
At ] January 2005 21.857 3878312 477253 - 4,377.422
Charge for the year 14,776 1438610 198,999 - 1,672.383
Disposals - (159 (6.093) - (6.252)
At 31 December 2005 36.633 5,336,763 670,159 - 6,043,555
Carrying amount
At | January 2005 118,231 2,522,350 493,367 55236 3,189,184
At 31 December 2005 104,320 1,482,989 359,121 168,617 2,115,047
Land and Assets under
In thousands of denars buildings Equipment Other construction Total
Cost
At January 2006 140.953 6,819,752 1.029.280 168,617 8,158.602
Additions 4.009 146.216 104.646 163,817 418,688
Transfer  from  assets  under
construction (see note 7) - 202,332 5,438 (219.327) (L1,757)
isposals - (152) (40.947) (159) (41.258)
At 31 December 2006 144,962 7,168,148 1,098,417 112,748 8,524,275
Depreciation
At 1 January 2006 36,633 5,336,763 670,159 - 6,043 555
Chargg for the year 3,698 623,859 186986 - 1,114,543
Disposals - (152) (36.393) - (36.545)
At 31 December 2006 40,331 6,260,470 820,752 - 7,121,553
Carrving amount
At 1 January 2006 104,320 1,482,989 359,121 168,617 2,115,047
At 31 December 2006 104,631 907,678 277,665 112,748 1,402,722

Operating lease rentals amountin
relating to the lease of property an

d equipment are included in the income statement.

g to MKD 86,423 thousand (2005: 86,492 MKD thousand)
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Software and Assets under
In thousands of denars licences Other construction Total
Cost
At 1 January 2005 2,959,230 97,569 - 3056799
Additions 422989 20,366 26,645 470,000
Transfer from assets under construction
26,190 - (26.190) -
At 31 December 2005 3,408,409 117,935 455 3,526,799
Amortisation )
At I January 2005 1.006,906 47,212 - 1.054.118
Charge for the year 621,193 17,769 - 638,962
At 31 December 2005 1,628,099 64,981 - 1,693,080
Carrving amount
At | January 2005 1,952,324 50,357 - 2.002 681
At 31 December 2005 1,780,310 52,954 455 1.833,719
Software and Assets under
In thousands of denars licences Other construction Total
Cost
At 1 January 2006 3,408,409 117,935 455 3,526,799
Addiitons 519.593 4,590 260 524.443
[)isposal - (346) - (346)
Transter from asscts under construction
(sec note 6) 11,757 - - 11,757
At 31 December 2006 3,939,759 122.179 715 4,062,653
Amortisation
At 1 January 2006 1.628.099 64 981 - 1,693,080
Charge for the year 703,624 21.250 - 724,874
D1sposal - (156) - {156)
At 31 December 2006 2,331,723 86,075 - 2,417,798
Carrying amount
At 1 January 2006 1,780,310 52,954 455 1.833.719
At 31 December 2006 1,608,036 36,104 715 1,644,855
Inventories
In thousands of denars 20006 2005
Materials 27,912 16,170
Spare parts 40,245 40,353
Comn_mdlt:es 195,929 175,203
Petty inventory 979 5,762
, 102
Wri / i i i
rite down of inventories to net realisable value (619) (2,633)
264,446 234,855
i8

Satisfied Customers Management Profile of the company

Best Network

o0
o3
2
>
e
5}
w
e
o0
D
fa']

Social Responsibility Satisfied Employees

Financial Report




>
c
<
o
£
S
o
)
<
=
oo
S)
<
=
)
g
a

Management

Satisfied Customers

Best Network

Best Services

Satisfied Employees

=
]
o0
e
S
a
o0
3
oc
©
1}
I}
wn

Financial Report

T-Mobile Macedonia AD Skopje
Financial Statements

Notes to the financial statements

Inventories continued

Movement in allowance for inventories to net realizable value

In thousands of denars 2006 2005
Allowance at 1 January (2,633) -
Released/(charged) to expense 2,014 (2,633)
Allowance at 31 December (619) (2,633)

Allowance for inventory relates to obsolete commodities.

Trade and other receivables

In thousands of denars 2006 2005
Trade debtors
-Foreign 95,434 65,646
-Domestic 1,158,555 942,927
Less: allowance for uncollectibility (366,594) (296,198)
Trade debtors — net: 887,395 712,375
Receivables from related parties 313,385 147,930
Advances given to suppliers 1,472 1,797
Prepayments 170,225 49,658
Short term loans given to related parties 4,005,587 -
VAT recoverable 79 50
Other 1.856 1,352
5,379,999 913,162

Receivables from related parties represent receivables from Makedonski Teleckomunikacii
AD, Magyar Telekom Rt Group and Deutsche Telekom AG Group (refer note 16).

Loans to related parties represents short term loan given to Makedonski Telekomunikacii
AD on 30 November 2006 with the interest income which Maktel will generate by means of
the monetary asset management, decreased by the administrative charges.

The fair values of trade and other receivables are as follows:

In thousands of denars 2006 2005
Trade debtors 887,395 712,375
Receivables from related parties 313,385 147,930
Advances given to suppliers 1,472 1,797
Prepayments 170,225 49,658
Short term loans given to related parties 4,005,587 -
VAT recoverable 79 50
Other 1,856 1,352
5,379,999 913,162
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Trade and other receivables continued

Movement in allowance for uncollectibility

In thousands of denars 2006 2005
Impairment losses at 1 January (296,198) (209,746)
Charged to expense (94.878) (94.290)
Write offs 3,044 3,622
Collected written off receivables 21,438 4,216
Impairment losses at 31 December (366,594) (296,198)

Amounts charged to the allowance account are generally written off when there is no
expectation of recovering additional cash.

Deposits with banks

Deposits with banks represent cash deposits in the reputable domestic banks with interest

rates in range from 2.87% p.a. to 5.02% p.a. (2005: from 2 % p.a. to 6.5% p.a.) with maturity
over 3 months.

Cash and cash equivalents

In thousands of denars 2006 2005
Call deposits 1,794,609 2.010.615
Cash on hand 2 26
Cash equivalents 19,490 25,902

1,814,101 2,036,543

The interest rate on call deposits ranged from 1.75 % p.a. to 5.50% p.a. (2005: from 1% p.a.
t0 9.1% p.a.); these deposits have maturities of less than 3 months.

Capital and reserves

Share capital consists of the following:

Share capital

In thousands of denars 2006 2005
Ordinary shares 2,791,453 2,791,453
2,791,453 2,791,453

Share capital consists of 9,169,244 ordinary shares held by Makedonski

Telekomunikacii
AD - Skopje

Dividends

At the date on preparation of financial statements no dividend has been declared.
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Notes to the financial statements

Borrowings
In thousand of denars 2006 2005
Current portion of borrowings - 84,658

- 84,658

A loan facility originally granted of EUR 13,989 thousands bearing interest at LIBOR plus
4.5%. was granted by Makedonski Telekomunikacii AD — Skopje as of the date of the
formation of the Company. An Annex to the Loan Agreement dated 10.10.2002
denominated this loan in denars at MKD 592,608 thousands with fixed interest of 9% per
annum. The loan is repayable in 7 semi-annual instalments of MKD 84,658 thousands.

Trade and other payables

In thousands of denars 2006 2005
Trade payable

-Domestic 248,601 187,176
-Foreign 317,618 325,019
Liabilities to related parties 129,824 97,664
VAT payable and social security payables 61,685 30,388
Not yet invoiced 12,250 2,411

Accrued liabilities 163,921 101,142

Other 5,486 2,326

939,385 746,126

Liabilities to related parties represent liabilities to Makedonski Telekomunikacii AD,
Magyar Telekom Rt Group and Deutsche Telekom AG Group (refer note 16).

Commitments and contingencies

Capital commitments

The amount authorized for capital expenditure as at 31 December 2006 was MKD 874,871
thousand (2005: MKD 44,704 thousand).

Operating lease commitments — where the Company is the lessee

Operating lease commitments were mainly in respect in the lease of buildings, business

premises, and locations for base telecommunication stations and other telecommunications
facilities.

The future aggregate minimum lease payments under non-cancellable operating leases are as
follows:

2006 2005
Not later than 1 year 77,665 97,715
Later than 1 year and not later than 5 years 282,679 317,489
Later than 5 years 126,506 197,903
486,850 613,107
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Commitments and contingencies continued

Contingencies

The Company is involved in routine legal proceedings in the ordinary course of business.

The Company is defending an action brought by Newsphone S DOO — Skopje with regards
to lost future profits as a result of termination of contract by the Company. While liability is
not admitted, if defence against the action is unsuccessful. damage compensation would be
in amount of MKD 983,083 thousand.

In May 2007, The Agency for Electronic Communication (*'the Agency™) issued invoices for
surcharge on radiofrequency fee for 2004 and 2005 in the amount of MKD 150,790
thousand. The Company has already paid invoices in the amount of MKD 125,561 thousand
issued by the Agency relating to these same periods and considers these fees as finally
settled and has not recognised nor paid the new invoices issued in May 2007, The Agency
has initiated a court procedure. The Court in its first instance has awarded the claim and the
Company has filed an appeal. Up to date the Court has not decided on the Company’s
appeal. Based on legal advice, the Management of the Company expects that it is not
probable that an outflow of resources embodying economic benefits will be required to settle
the obligation.

The Company will be subject to certain regulatory penalties which arose in the ordinary
course of business and relate to revenues for voice mail service (“VMS™) out of which MKD
47,874 thousand for 2005 and MKD 83,456 thousand for 2006. Under the current
circumstances the amount of the penalty could not be reliably estimated and quantified.
Therefore no provision for these penalties is recognized in these financial statements.

It is management’s opinion that the outcome of these lawsuits will not have a material effect
on the Company’s financial position.

Related party transactions

All transactions with related parties arise in the normal course of business and their value is
not materially different from the terms and conditions that would prevail in arms-length

transactions.
Transactions with related parties

Transactions with related parties include provision and supply of telecommunication
services and equipment, loans granted and supply of consultancy services. The amounts
receivable and payable are disclosed in the appropriate notes (see notes 9 and 14).
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Key management compensation g
= Transactions with related parties continued | ] £k " . includi ) b . o3
§, The receivables and payables with the Company s related parties are as follows: gr;eseicr)ﬁp;;?\:?n of key management from the Company, including taxation charges. is :
: In thousands of denars 2006 2005 ’
= ; ; 2006 2005
Receivables Payables Receivables Payables
Makedonski
Telekomunikacii Short-term employee benefits 40,765 45,229
AD,Skopje 288,622 103,381 137,821 87,450 Termination benefits - 13,326 o
. Telemakedonija - 3.864 - 8,692 Share-based payments 42??? Z é 222 s
. Monet 55 134 46 - o = 3
g T-Mobile Hungary 213 16.028 648 31 3
O ° 3 g
é T-Mobile Croatia 1126 1123 912 240 17. Events after the balance sheet date 2
3 T-Mobile Slovakia 147 34 54 - No material events subsequent to the balance sheet date have occurred which require
T-Systems PCM Gmbh - 1,193 - - disclosure in the financial statements.
T-Mobile Czech Republic 120 364 82 42
T-Mobile Germany 3,388 1,395 3,651 -
T-Mobile Austria 1.897 1,300 3,259 540 E
= T-Mobile UK 207 294 344 128 2
5 T-Mobile Holland 187 319 162 127 8
g T-Mobile USA 825 225 951 322
Deutsche Telekom AG
Germany 16,545 92 - 92
T-Mobile Poland 53 - - -
T-Systems Nova
Germany - 78 - - 8
E 313,385 129,824 147,930 97,664 5
g The revenues and expenses with the Company’s related parties are as follows: =
e 2006 2005
In thousands of denars Revenues Expenses Revenues Expenses

Makedonski Telekomunikacii AD,

Skopje 1,456.772 664,723 1.410,484  715.281 g
g Telemakedonija . 35.038 - 32,606 s
s Monet 580 6.298 478 5,456 =
£ T-mobile Hungary 3.347 2,425 2.425 1,645 3
& T-mobile Croatia 11,943 16,081 9,758 15,887 3
% T-mobile Slovakia 684 355 484 216
PTC Poland 92 72 ; -
T-mobile Czech Republic 1,253 1,803 581 713
T-mobile Germany 34,055 14,308 29,612 11,487 =
- T-mobile Austria 12,847 7,290 10,227 4,467 §
2 T-mobile UK 2,814 2.201 1.685 1,382 2
2 T-mobile Holland 2,431 2,391 2,167 1,641 2
g T-mobile USA 5,448 4,787 5.22] 3,438 3
= 1,532,266 757,772 1,473,122 794,219 -
(9p)
= 24 =
e 23 -




