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According to Section 6.4.f) of the Articles of Association the Board of Directors draws up, at the end of each business year,
a report for the General Meeting on the management of the Company, the assets of the Company, the financial situation
of the Company and the business policy of the Company.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the report of the Board of Directors on the management of the Company, on the
business operation, on the business policy and on the financial situation of the Company and Magyar Telekom Group in
2021, which the Supervisory Board acknowledged.
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DISCLAIMER

This presentation contains forward-looking statements. Statements that are not historical facts, including statements about our beliefs
and expectations, are forward-looking statements. These statements are based on current plans, estimates and projections, and
therefore should not have undue reliance placed upon them. Forward-looking statements speak only as of the date they are made, and
we undertake no obligation to update publicly any of them in light of new information or future events.

Forward-looking statements involve inherent risks and uncertainties. We caution you that a number of important factors could cause
actual results to differ materially from those contained in any forward-looking statement. Such factors are described in, among other
things, our Annual Reports for the year ended December 31, 2021 available on our website at http://www.telekom.hu.

In addition to figures prepared in accordance with IFRS, Magyar Telekom also presents non-GAAP financial performance measures,
including, among others, EBITDA, EBITDA AL, EBITDA margin, and net debt. These non-GAAP measures should be considered in addition
to, but not as a substitute for, the information prepared in accordance with IFRS. Non-GAAP financial performance measures are not
subject to IFRS or any other generally accepted accounting principles. Other companies may define these terms in different ways. For
further information relevant to the interpretation of these terms, please refer to the chapter “Reconciliation of pro forma figures”, which is
posted on Magyar Telekom’s Investor Relations webpage at www.telekom.hu/investor_relations.
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FOCUS ON SEAMLESS CONNECTIVITY AND CUSTOMER CENTRICITY

Network

Customers

= Fixed network rollout: coverage expanded to
3m gigabit capable access points

= RAN modernization continues

g"]) 69%
gigabit capable

()

1180

base stations modernized
(RAN program)
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= Further improvement in customer satisfaction

= Strong momentum in mobile data usage trend
continued

= |ncreasing penetration on gigabit capable fixed
network

((T) 7.6 GB

average monthly mobile data usage
in 2021, representing an increase of
more than 30% YoY

-@Q > 1 million

T customers connected through
Gigabit capable network

Resilience

= BBB+ rating with stable outlook affirmed
by Scope Ratings

= |SS Corporate Solutions ranked Magyar
Telekom among the best performers of
the telecom sector globally with 'B’ rating

BBB+ corporate credit rating
with stable outlook

1SS ESGE

AWARDS AND RECOGNITIONS IN 2021

FTSE4Good

YNLErT com AWARDS 3021

Magyar Telokom Myrt.

PwC Hungary — Most Attractive Workplace (Telecommunication category)

Constituent of FTSE4Good Index Series

AA ESG rating from MSCI

/Zyntern.com #2 most attractive employer

mMscl °
ESG RATINGS

2021 25 ATTRACTIVE
' EMPLOYER

B g TR MCAON MO sy

Randstad Most Attractive Workplace (Telecommunication sector)

IPRA Golden World Award

CKI Digital - the biggest turnover online in the mobile phone and tablet segment

Immaron 3 éve piacvezetd a Telekom

—
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HUNGARIAN SUBSCRIBER TRENDS: POSITIVE MOMENTUM

CONTINUED IN 2021

Total mobile subscribers

Mobile broadband subscribers

3 625
2% I
e

5 427
5 369 3,115
_— el
2019 2020 2021 2019 2020 2021
Fixed voice subscribers Fixed broadband subscribers Pay TV subscribers
000 000 000
1,362 D 1,417 <D 1,316
. 1,238
1,339 1321
1,326 1,231 1,158
— — ”.: — — -5 — — -
2019 2020 2021 2019 2020 2021 2019 2020 2021
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GROUP REVENUE GROWTH DRIVEN BY HIGHER MOBILE AND

FIXED SERVICE CONTRIBUTION

HUF bn
A O
(La0%) |
45 1.3 700.1 = |ncrease in  mobile service
70 - _26 revenue fueled by strong
demand for data
19
= Fixed service revenue growth
thanks to monetization of fiber
network
673.0 .
rrrrrrrrrrrrr = S|/IT  revenue  contraction
driven by reduced deliveries to
/ 1 the public sector
2020 Mobile service  Fixed service Equipment SINT Other 2021
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GROWTH IN EBITDA AL DRIVEN BY SERVICE MARGIN EXPANSION
AND COST OPTIMIZATION

HUF bn

216.3 = |ncrease in gross profit from
telecommunication services

= Reduction in indirect costs driven
by lower headcount and other
general cost saving measures

= Decline in other operating income
reflects lower real estate sales

2020 Gross profit Indirect costs Other operating  IFRS 16 impact 2021
without other income
op.income
:F (] EGYOTT. VELED !

2021 INVESTMENT UPLIFT LARGELY DUE TO RAN MODERNIZATION

= Savings in fixed network capacity
@ investments  while fiber roll-out
\'_y v 84.2 193.4 continued

— ) )
. = 440k access points upgraded to
106.0 3.3 0.3 gigabit capacity in 2021

l . = RAN modernization continued in

———————— Hungar

39 gary

/ / / . .

= — = = increased investment in North
Macedonia driven by the launch of

2020(/w 2020 2020 (w/o  Fixed Mobile Other North 2021 (w/o 2021 2021 (/w local RAN modernization program

spectrum) spectrum spectrum) Macedonia spectrum) spectrum spectrum)

licenses licenses
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2021 FREE CASHFLOW REFLECTS STRONG INVESTMENT LEVELS

HUF bn 019
75
542 695
110
v
77777777 562
153 oy — 7

2020 Spectrum  2020w/o  EBITDA

payments Spectrum
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Working Capex
capital  payments changes

Other

2021 w/o  Spectrum 2021
Spectrum  payments

Improvements in EBITDA offset by

Less favorable working capital
development due to higher
receivable balances

Increased capex outpayments
stemming from different timing
of investments

Increase in rental payments
related to fiber network and
mobile base station contracts
Lower proceeds from real estate
sales

DELIVERY AGAINST 2021 FINANCIAL TARGETS

2020 results

REVENUE

EBITDA AL

CAPEX AL

FCF’

* EXCLUDING SPECTRUM LICENSES
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HUF 673.0 bn

HUF 202.6 bn

HUF 106.0 bn

HUF 69.5 bn

2021 guidance
(vs 2020)

Grow
around 3%

Grow
at least 3%

Broadly stable

Broadly stable /
slight increase

2021 results
(YoY change)

HUF 700.1 bn
+4.0%

HUF 216.3 bn
+6.7%

HUF 109.3 bn
+3.0%

HUF 56.2 bn
-19.1%

2021 guidance
delivery
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THANKYOU!

FOR FURTHER QUESTIONS PLEASE CONTACT THE INVESTOR RELATIONS:
PHONE:  +361458 0332

E-MAIL: INVESTOR.RELATIONS@TELEKOM.HU
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According to Section 3:109(2) of the Civil Code and Section 5.2. (i) of the Articles of Association, approving the financial
statements prepared according to the Accounting Act belongs to the exclusive authority of the General Meeting.

Resolution proposal:

The General Meetingapproves the 2021 Consolidated Financial Statements of the Company, prepared according to
International Financial Reporting Standards (IFRS), including Statements of Financial Position Total Assets of HUF
1,400,671 million and Profit for the year 2021 of HUF 62,847 miillion.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board, with the involvement of the Audit Committee and the Statutory Auditor, examined the 2021
Consolidated Financial Statements prepared according to International Financial Reporting Standards (IFRS), to be
submitted to the General Meeting by the Board of Directors, and the proposal of the Board of Directors for their approval.

In the opinion of the Supervisory Board, the Consolidated Financial Statements are in compliance with the prescriptions of
the law, the Supervisory Board agrees with their content. The Supervisory Board proposes to the General Meeting for
approval the 2021 Consolidated Financial Statements of the Company prepared according to International Financial
Reporting Standards (IFRS) including Statements of Financial Position Total Assets and Profit for the yearin accordance
with the proposal of the Board of Directors and the Audit Committee.
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of Magyar Telekom Telecommunications Public Limited Company
Report on the audit of the consolidated financial statements
Opinion

We have audited the consolidated financial statements of Magvar Telekom Telecommunications Public
Limited Company (the “Company™) and its subsidiaries (together the “Group”) included in the digital
file 529900CA1YDA41X76751-2021-12-31-en.xhtml* which comprise the consolidated statement of
financial position as of 31 December 2021 (in which total assets are MHUF 1 400 671), the consolidated
statement of profit or loss and other comprehensive income, (in which the total comprehensive income
for the year is MHUF 64 253 profit), the consolidated statement of changes in equity, the consolidated
statement of cash flows for the year then ended and the notes to the consolidated financial statements
comprising significant accounting policies and other explanatory information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2021, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRS") as adopted by the European Union (“EU”)and thev have been prepared,
in all material respects, in accordance with the supplementary requirements of Act C of 2000 on
Accounting ("Accounting Act”) relevant for the consolidated annual financial statements prepared in
accordance with IFRS as adopted by the EU.

Our opinion is consistent with our additional report to the audit committee dated 8 March 2022.
Basis for opinion

We conducted our audit in accordance with Hungarian National Standards on Auditing (“HNSA”) and
with applicable laws and regulations in force in Hungary. Our responsibilities under those standards
are further described in the "Auditor’s responsibilities for the audit of the consolidated financial
statements” section of our report,

We are independent of the Group in accordance with the applicable laws of Hungarv, with the
Hungarian Chamber of Auditors’ Rules on ethics and professional conduct of auditors and on
disciplinary process and, for matters not regulated in the Rules, with the International Code of Ethics
for Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code ) and we also comply with further
ethical requirements set out in these.

The non-audit services that we have provided to the Group, in the period from 1 January 2021 to 31
December 2021, are disclosed in note 21 to the consolidated financial statements.

' The sHA 256 HASH algorithm value of the 529900CA1YDA41X76751-2021-12-31-en.xhtm| file:
117036F13804022377427A9D875D5367838413E4B16F39174E7F08C31747EC3B

PricewaterhouseCoopers Konyvvizsgald Kft., 1055 Budapest, Bajesy-Zsilinszky tit 78.
T: +36 1 461 9100, F: +36 1 461 9115, www.pwc.com/hu
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To the best of our knowledge and belief, we declare that non-audit services that we have provided to
the Group are in accordance with the applicable laws and regulations in Hungary and that we have not
provided non-audit services that are prohibited under Article 5 of Regulation of the European
Parliament and Committee No 537/2014 and Subsection (1) and (2) of Section 67/A of Act LXXV of
2007 on the Chamber of Hungarian Auditors, the Activities of Auditors, and on the Public Oversight of
Auditors.

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

Our audit approach

Overview

Overall group materiality Overall group materiality applied was MHUF 5 300

Group Scoping In addition to the parent companv, Magvar Telekom
Telecommunication Plec., we included two subsidiaries in our
audit, Makedonski Telekom A.D. and T-Syvstems Magyarorszag
Zrt.,, which are operating in Macedonia and Hungary,
respectivelv. These three companies represent 8% of
consolidated revenues and 96% of consolidated EBITDA AL.

Key Audit Matters o  Goodwill impairment assessment
e Accuracy of revenue recognition due to complex
___ billing systems

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where management
made subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits,
we also addressed the risk of management override of internal controls, including among other matters,

consideration of whether there was evidence of bias that represented a risk of material misstatement
due to fraud.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the consolidated financial statements are free from material
misstatement. Misstatements may arise due to fraud or error. They are considered material if
individually or in aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the hagis of the consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the consolidated financial statements as a whole as set out in the
table below. These, together with qualitative considerations, helped us to determine the scope of our
audit and the nature, timing and extent of our audit procedures and to evaluate the effect of
misstatements, both individually and in aggregate on the consolidated financial statements as a whaole,
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Materiality MHUF 5 300
Determination 2,5% of consolidated EBITDA AL (Earnings before Interest,

Taxes, Depreciation and Amortization excluding the impact of
the IFRS 16 related Depreciation, Amortization and Interest.)

Rationale for the materiality We chose consolidated EBITDA AL as the benchmark as we

benchmark applied believe that it is a comparative benchmark which is also the
major key performance measure of the Group.,
We chose 2.5%, which is consistent with quantitative materiality
I thresholds used for profit-oriented companies in this sector.
Group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

We have identified two subsidiaries, which, in our view, required an audit of their complete financial
information, due to their financial significance to the group. Those reporting components are
Makedonski Telekom A.D. operating in Macedonia and T-Systems Magyarorsziig Zrt. operating in
Hungary.

For the remaining components we performed analytical review on Group level. This together with
additional procedures performed at the Group level, including testing of consolidation journals and
intercompany eliminations, gave us the evidence we needed for our opinion on the Group financial
statements as a whole.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Key audit matter

Goodwill impairment assessment

As at 31 December 2021 goodwill relating to the
Hungarian and  Macedonian  segments
amounted to MHUF 192314 and MHUF
20 199, respectively, out of the total goodwill
balance of MHUF 212 513.

Impairment assessments involve significant
estimates as thev are sensitive to changes in
assumptions (in particular the input variables
and long-term growth rates, discount rates and
assumptions underlying future operating cash
flows).

How our audit addressed the key audit matter

We agreed the cash flow forecasts used in the
impairment assessment to forecasts approved by the
board of directors. We considered management's
expectations in respect of material impacts of the
external environment and planned operational
improvements and whether these were appropriately
reflected in the cash flow forecasts.

We compared actual historical  cash flow
performance with previous forecasts and determined
whether any differences fell within an acceptable
range.



"

pwc

Management concluded that there was no need
for impairment of goodwill.

Details of the nature of the goodwill
impairment assessment performed by
management are given in notes 3.2 and 10.4 to
the consolidated financial statements.

Accuracy of revenue recognition due to
complex billing systems

The accuracy of revenues recorded is an
inherent industrv risk. This is because
telecommunication billing systems are complex
and process large volumes of data with a
combination of different products sold and
price changes during the vear, through a
number of different systems.

Total revenue of the Group was MHUF 700
120. Detailed disclosures and related
accounting policies are in notes 3.4 and 18 of
the consolidated financial statements.

We independently calculated a weighted average
cost of capital with reference to market data and
compared the long term growth rate to market data.

We assessed the sufficiency of the sensitivity analvsis
performed by management and performed further
sensitivity analysis, primarily focusing on changes in
operating cash flows.

We read notes 3.2 and 10.4 of the consolidated
financial statements in order to assess whether they
are in line with the requirements of IAS 1 and [AS 36.

We evaluated the relevant IT systems and the design

of controls, and tested the operating effectiveness of

controls over the:

e Capturing and recording of revenue

transactions;

e Authorization of price changes and the input of
those to the billing systems;

o (Calculation of amounts billed to the customers;
and

s Monitoring of assumptions and judgements
related to contract assets. contract costs, and

contract liabilities.

We also tested a sample of items from the customer
billing systems to the invoices raised and checked
these to the cash received from the customers. Our
testing included customer bills for consumers and
corporate customers. We also utilized computer
assisted auditing technique to gain comfort over the
accuracy of the revenue transactions.

We performed detailed testing by recalculating the
contract assets, contract costz, and contract
liabilities on a portfolio basis as at 31 December

2021.

Other matters — ESEF

The management of the Company is responsible for presenting the consolidated financial statements
in accordance with the requirements set out in Articles 3 and 4 of Commission Delegated Regulation
(EU) 2019/815 of 17 December 2018 (“ESEF regulation”). Our audit covered the human readable
content of the digital file - electronically identified in our report - containing the consolidated financial
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statements. Our audit did not cover and therefore we do not express an opinion on whether the
digitalised information complies, in all material respects, with the requirements of the ESEF regulation.

Other information: the consolidated business report

Other information comprises the consolidated business report of the Group. Management is
responsible for the preparation of the consolidated business report in accordance with the provisions
of the Accounting Act and other relevant regulations. Our opinion on the consolidated financial
statements expressed in the "Opinion” section of our independent auditor’s report does not cover the
consolidated business report.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
consolidated business report and, in doing so, consider whether the consolidated business report is
materially inconsistent with the consolidated financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If based on our work performed we conclude
that the consolidated business report is materially misstated we are required to report this fact and the
nature of the misstatement.

Based on the Accounting Act, it is also our responsibility when reading the consolidated business report
to consider whether the consolidated business report has been prepared in accordance with the
provisions of the Accounting Act and other relevant regulations, if any, and to express an opinion on
this and on whether the consolidated business report is consistent with the consolidated financial
statements,

Because the Company’s transferable securities are admitted to trading on a regulated market of a
Member State of the European Economic Area, our opinion on the consolidated business report shall
cover the information prepared under Paragraphs e) and f) of Subsection (2) of Section 95/B, and state
whether the information referred to in Paragraphs a)-d), g) and h) of Subsection (2) of Section 95/B of
the Accounting Act has been provided.

As the Company is a public interest entity preparing consolidated financial statements and the
conditions in Paragraph a) and b) of Subsection (5) of Section 134 of the Accounting Act are met at the
balance sheet date, the Company shall publish a non-financial statement required by Section 95/C in
it's consolidated business report relating to the companies included in the consolidation. In this respect,
we shall state whether the consolidated business report includes the non-financial statement required
by Section 95/C, and Subsection (5) of Section 134 of the Accounting Act.

In our opinion, the 2021 consolidated business report of the Group, also including the information
prepared under Paragraphs e) and f) of Subsection (2) of Section 95/B, is consistent with the 2021
consolidated financial statements in all material respects, and the consolidated business report has
been prepared in accordance with the provisions of the Accounting Act. As there is no other regulation
prescribing further requirements for the consolidated business report, we do not express an opinion in
this respect.

We are not aware of any other material inconsistency or material misstatement in the consolidated
business report and therefore we have nothing to report in this respect.

We state that the information referred to in Paragraphs a)-d), g) and h) of Subsection (2) of Section
95/B of the Accounting Act has been provided. The consolidated business report includes the non-
financial statement required by Section 95/C, and Subsection (5) of Section 134 of the Accounting Act.
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Responsibilities of management and those charged with governance for the consolidated
financial statements

Management is responsible for the preparation of the consolidated financial statements that give a true
and fair view in accordance with International Financial Reporting Standards as adopted by the EU and
to prepare the consolidated financial statements in accordance with the supplementary requirements
of the Accounting Act relevant for the consolidated annual financial statements prepared in accordance
with IFRS as adopted by the EU, and for such internal control as management determines is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting in the consolidated financial statements unless
management either intends to liquidate the Group or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.
Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HNSAs will alwavs detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HNSAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated tinancial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgerv, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Group's internal control.

e [Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
in the consolidated financial statements and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt on
the Group's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going
concern.
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e Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures. and whether the consolidated financial statements
represent the underlying transactions and events in a manner that gives a true and fair view.

® Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identifv during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on other legal and regulatory requirements

We were first appointed as auditors of the Group on 31 December 1991. Our appointment has been
renewed annually by shareholder resolutions representing a total period of uninterrupted engagement
appointment of 30 vears.

The statutory auditor on the audit resulting in this independent auditor’s report is Zoltin Bardy.

Budapest, 8 March 2022

)

Laszlo Radvanyi Zoltin Bardy
Partner Statutory auditor
PricewaterhouseCoopers Auditing Ttd. Licence number: 007316

1055 Budapest, Bajesy-Zsilinszky tt 78.
Licence Number: 001464

Note!

Our report has been prepared in Hungarian and in English. In all matters of interpretation of informeation, views or opinions.
the Hungarian version of our report takes precedence over the English version.
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According to Section 3:109(2) of the Civil Code and Section 5.2. (i) of the Articles of Association, approving the financial
statements prepared according to the Accounting Act belongs to the exclusive authority of the General Meeting.

Resolution proposal:

The General Meeting approves the 2021 Separate Financial Statements of the Company, prepared according to
International Financial Reporting Standards (IFRS), including Statements of Financial Position Total Assets of HUF
1,310,465 million and Profit for the year 20210f HUF 54,544million.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board, with the involvement of the Audit Committee and the Statutory Auditor, examined the 2021
Separate Financial Statements prepared according to International Financial Reporting Standards (IFRS), to be submitted
to the General Meeting by the Board of Directors, and the proposal of the Board of Directors for their approval.

In the opinion of the Supervisory Board, the Separate Financial Statements are in compliance with the prescriptions of the
law, the Supervisory Board agrees with their content. The Supervisory Board proposes to the General Meeting for approval
the 2021 Separate Financial Statements prepared according to International Financial Reporting Standards (IFRS)
including Statements of Financial PositionT otal Assets and Profit for the year in accordance with the proposal of the Board
of Directors and the Audit Committee.
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of Magyar Telekom Telecommunications Public Limited Company
Report on the audit of the separate financial statements
Opinion

We have audited the separate financial statements of Magyvar Telekom Telecommunications Public
Limited Company (the “Company”) included in the digital file 529900CA1YDA41X76751-2021-12-51-
en.xhtml ! which comprise the statement of financial position as of 31 December 2021 (in which total
assets are MHUF 1 310 465), the statement of profit or loss and other comprehensive income (in which
the total comprehensive income for the yvear is MHUF 54 544 profit), the statement of changes in equity,
the statement of cash flows for the year then ended and the notes to the separate financial statements
comprising significant accounting policies and other explanatory information.

In our opinion, the separate financial statements give a true and fair view of the financial position of
the Company as at 31 December 2021, and of its financial performance and its cash flows for the vear
then ended in accordance with International Financial Reporting Standards (“IFRS”) as adopted by the
European Union (“EU”) and they have been prepared, in all material respects, in accordance with the
supplementary requirements of Act C of 2000 on Accounting (“Accounting Act”) relevant for the annual
financial statements prepared in accordance with IFRS as adopted by the EU.

Our opinion is consistent with our additional report to the audit committee dated 8 March 2022.
Basis for opinion

We conducted our audit in accordance with Hungarian National Standards on Auditing (“HNSA”) and
with applicable laws and regulations in force in Hungary. Our responsibilities under those standards
are further described in the “Auditor’s responsibilities for the audit of the separate financial statements”
section of our report.

We are independent of the Company in accordance with the applicable laws of Hungary, with the
Hungarian Chamber of Auditors’ Rules on ethics and professional conduct of auditors and on
disciplinary process and, for matters not regulated in the Rules, with the International Code of Ethics
for Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code ) and we also comply with further
ethical requirements set out in these.

The non-audit services that we have provided to the Company, in the period from 1 January 2021 to 31
December 2021, are disclosed in note 21 to the separate financial statements.

To the best of our knowledge and belief, we declare that non-audit services that we have provided to
the Company are in accordance with the applicable laws and regulations in Hungary and that we have
not provided non-audit services that are prohibited under Article 5 of Regulation of the European
Parliament and Committee No 537/2014 and Subsection (1) and (2) of Section 67/A of Act LXXV of
2007 on the Chamber of Hungarian Auditors, the Activities of Auditors, and on the Public Oversight of
Auditors.

I The SHA 256 HASH algorithm value of the 529900CA1YDA41X76751-2021-12-31-en.xhtm| file:
117036F13804022377427A9D875D5367638413E4816F39174E7F08C31747EC3B

PricewaterhouseCoopers Konyvvizsgald Kft., 1055 Budapest, Bajesy-Zsilinszky tit 78.
T: +36 1 461 9100, F: +36 1 461 9115, www.pwc.com/hu
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Our audit approach

Overview

Overall materiality Overall materiality applied was MHUT 4 200

Key Audit Matter Accuracy of revenue recognition due to complex billing
systems

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the separate financial statements. In particular, we considered where management
made subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits,
we also addressed the risk of management override of internal controls, including among other matters,
consideration of whether there was evidence of bias that represented a risk of material misstatement
due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the separate financial statements as a whole, taking into account the structure of the Company, the
accounting processes and controls, and the industry in which the Company operates.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the separate financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the separate financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the separate financial statements as a whole as set out in the table
below. These, together with qualitative considerations, helped us to determine the scope of our audit
and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements,
both individually and in aggregate on the separate financial statements as a whole.

Materiality MHUF 4 200

Determination 2,5% of EBITDA AL (Earnings before Interest, Taxes,
Depreciation and Amortization excluding the impact of the
IFRS 16 related Depreciation, Amortization and Interest.)

Rationale for the materiality We chose EBITDA AL as the benchmark as we believe that it is

benchmark applied a comparative benchmark which is also the major key
performance measure of the Company.

We chose 2.5%, which is consistent with quantitative materiality
thresholds used for profit-oriented companies in this sector.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the separate financial statements of the current period. These matters were addressed in the
context of our audit of the separate financial statements as a whole, and in forming our opinion thereon,

and we do not provide a separate opinion on these matters.

Key audit matter

Accuracy of revenue recognition due to
complex billing systems

The accuracy of revenues recorded is an
inherent industry risk. This is because
telecommunication billing systems are complex
and process large volumes of data with a
combination of different products sold and
price changes during the vear, through a
number of different svstems.

How our audit addressed the key audit matter

We evaluated the relevant IT svstems and the design
of controls, and tested the operating effectiveness of
controls over the:
e Capturing and recording of
transactions;
¢ Authorization of price changes and the input of
those to the billing systems;

e Calculation of amounts billed to the customers;

revenue

and

e Monitoring of assumptions and judgements
related to contract assets, contract costs, and
contract liabilities.

Total revenue of the Company was MHUF 548
202. Detailed disclosures and related
accounting policies are in notes 3.4 and 18 of the
separate financial statements.

We also tested a sample of items from the customer
billing systems to the invoices raised and checked
these to the cash received from the customers. Our
testing included customer bills for consumers and
corporate customers. We also utilized computer
assisted auditing technique to gain comfort over the
accuracy of the revenue transactions.

We performed detailed testing by recalculating the
contract assets, contract costs, and contract
liabilities on a portfolio basis as at 31 December
2021.

Other matters — ESEF

The management of the Company is responsible for presenting the separate financial statements in
accordance with the requirements set out in Articles 3 and 4 of Commission Delegated Regulation (EU)
2019/815 of 17 December 2018 ("ESEF regulation”). Our audit covered the human readable content of
the digital file — electronically identified in our report — containing the separate financial statements.
Our audit did not cover and therefore we do not express an opinion on whether the digitalised
information complies, in all material respects, with the requirements of the ESEF regulation.
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Other information: the business report

Other information comprises the business report of the Company. Management is responsible for the
preparation of the business report in accordance with the provisions of the Accounting Act and other
relevant regulations. Our opinion on the separate financial statements expressed in the “Opinion”
section of our independent auditor’s report does not cover the business report.

In connection with our audit of the separate financial statements, our responsibility is to read the
business report and, in doing so, consider whether the business report is materially inconsistent with
the separate financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If based on our work performed we conclude that the business report is
materially misstated we are required to report this fact and the nature of the misstatement,

Based on the Accounting Act, it is also our responsibility when reading the business report to consider
whether the business report has been prepared in accordance with the provisions of the Accounting Act
and other relevant regulations, if any, and to express an opinion on this and on whether the business
report is consistent with the separate financial statements.

Because the Company’s transterable securities are admitted to trading on a regulated market of a
Member State of the European Economic Area, our opinion on the business report shall cover the
information prepared under Paragraphs e) and f) of Subsection (2) of Section 95/B, and state whether
the information referred to in Paragraphs a)-d), g) and h) of Subsection (2) of Section 95/B of the
Accounting Act has been provided.

As the Company is a public interest entity and the conditions in Paragraph a) and b) of Subsection (1)
of Section 95/C of the Accounting Act are met at the balance sheet date, the Company shall publish a
non-financial statement required by 95/C in it’s business report. In this respect, we shall state whether
the business report includes the non-financial statement required by Section 95/C of the Accounting
Act.

In our opinion, the 2021 business report of the Company, also including the information prepared
under Paragraphs e) and f) of Subsection (2) of Section 95/B, is consistent with the 2021 separate
financial statements in all material respects, and the business report has been prepared in accordance
with the provisions of the Accounting Act. As there is no other regulation prescribing further
requirements for the business report, we do not express an opinion in this respect.

We are not aware of any other material inconsistency or material misstatement in the business report
and therefore we have nothing to report in this respect.

We state that the information referred to in Paragraphs a)-d), g) and h) of Subsection (2) of Section
95/B of the Accounting Act has been provided. The business report includes the non-financial
statement required by Subsection (1) of Section 95/C of the Accounting Act.

Responsibilities of management and those charged with governance for the separate
financial statements

Management is responsible for the preparation of the separate financial statements that give a true and
fair view in accordance with International Financial Reporting Standards as adopted by the EU and to
prepare the separate financial statements in accordance with the supplementary requirements of the
Accounting Act relevant for the annual financial statements prepared in accordance with IFRS as
adopted by the EU, and for such internal control as management determines is necessary to enable the
preparation of separate financial statements that are free from material misstatement, whether due to
traud or error.
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In preparing the separate financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting in the separate financial statements unless management
either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do
S0.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HNSAs will alwavs detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, thev could reasonably be expected to influence the economic
decisions of users taken on the basis of these separate financial staternents.

As part of an audit in accordance with HNSAs, we exercise professional judgment and maintain
professional seepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the separate financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgerv, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

e [valuate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
in the separate financial statements and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the
separate financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the
underlving transactions and events in a manner that gives a true and fair view,

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings. including anv significant deficiencies in
internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the separate financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes publie disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on other legal and regulatory requirements

We were first appointed as auditors of the Company on 31 December 1991. Our appointment has been
renewed annually by shareholder resolutions representing a total period of uninterrupted engagement
appointment of 30 vears.

The statutory auditor on the audit resulting in this independent auditor’s report is Zoltan Bardy.

Budapest, 8 March 2022

)

-~ Aasalé Radvinyi < Zoltan Bardy
Partner Statutory auditor
PricewaterhouseCoopers Auditing Ltd. Licence number: 007346

1055 Budapest, Bajesv-Zsilinszky t 78.
Licence Number: 001464

Note:

Our report has been prepared in Hungarian and in English. In all matters of interpretation of information, views or opinions,
the Hungarian version of our report takes precedence over the English version,
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION - ASSETS

ASSETS
Cashandcashequivalents.....cccceeeveeeeeecieccieeeeee e 4.2.1 14,689 13,463
Trade reCeIVaDIES......ueii it 4.2.2 158,857 158,187
Other @SSES..ccuiiiiiiiieecciie e e e e e e s e sar e 12.1 6,022 8,431
Other current financial @SSetS.....ccuveeeveeeieeireeeccree e s 4.2.3.1 42,487 9,419
(070 0 W= Lot - 1= SR 18.4 16,878 20,745
Currentincome tax receivable.......cccooeeeeciieeccciee e 6 473 1,318
INVENTOMIES 1o iteeeeetreeccrreeectte e e e erre e e et eeeerreeeeneeeeennaeesenneeenennes 7 18,395 18,053
257,801 229,616
Assets held forsale ... 8 489 2,286
Total current assets 258,290 231,902
Property, plantand equipment..........ccooioieiieiiieieeee e 9 432,436 437,432
Right-0f-USE @SSEtS . cuuiiiiiiiircee e 9,17 121,335 122,355
L€ To o 1T SRR 1.3,10 213,137 212,513
Otherintangible aSsSets......ccioiiiierieeree e 1.3,10 285,680 346,149
Deferred tax assetS...cuiiiiiiiiiiiee e et e 6.3.2 118 125
Trade receivables OVer ONe YEar......cocvcveeeceeeeeeecie s 4.2.3.3 18,566 18,953
Other non-current financial asSets......cccevuveeeeeeeeeciieeeeee e 4.2.3.2 10,614 20,183
(070 0 W= Tox o oY= £ TSRS SRON 18.4 3,923 4,143
Other NON-CUIENT ASSEtS....ccvueeiecreeiereee et e e eerre e e e eeenees 12.2 5,795 6,916
Total non-current assets. 1,091,604 1,168,769
Total assets 1,349,894 1,400,671
Budapest, February 23,2022
Il |: -m-:__':;—; ..
ll_\T’\J = _'__'-.',—'_';?.;:'.F--ﬁ::ﬂ'
V « 5
Tibor Rékasi Daria Aleksandrovna Dodonova

Chief Executive Officer, Board member  Chief Financial Officer, Board member

The accompanying Notes form anintegral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION - LIABILITIES & EQUITY

At December 31, At December 31,

(in HUF millions) Note 2020 2021
LIABILITIES
Financial liabilities to related parties......ccoceeceecceeesciecciee s 4.4.1 98,350 38,087
Lease liabilities.......ccerieee i 4.5.1.2,17.2.2 20,712 22,328
Trade payables..... i 444 148,326 142,031
Other financial liabilitieS......ccveeeeieeeieciie e 4.4.3.1 12,204 55,426
Currentincome tax payable ........ccccceeeeeeieeccieceeeccee e, o) 432 2,554
e 0L o] T 13 3,603 3,367
Contract labilitieS...ueeeicreeeicreeieirreeecrrre e e e e e eree e enes 18.4 10,998 12,238
Other current iabilitieS......ceeeecceeeeeee e 14 22,198 18,986
316,823 295,017
Liabilities held for sale......coerreciereecieeeecciee e - 350
Total current Liabilities......ccevrreerrerseerrssseerisssneersssneeesssneessssnnnenas 316,823 295,367
Financial liabilities torelated parties......cccveeceeeinieieiniieeieen, 44.1 89,456 90,405
Lease liabilities......cccereceeiiiceee e 4.5.1.2,17.2.2 111,820 112,076
Corporate boNdS......cccicieeiiciee e e 4.4.2 67,904 68,215
Other financial liabilities......cceeeereeieeeeiieecree e 4,431 74,163 109,231
Deferred tax iabiliieS . ....ccvueeieceeeeeceee e 6.3.2 18,621 16,888
PrOVISIONS. .. uteeeceteeecetee e et e e e e e e e e e e e e e e e e e e snne e e enaneeas 13 10,109 12,714
Contract labilitieS...ueueicreeeiireeicieee e e e e e 18.4 361 326
Other non-current liabilities.......ccovereeieeeeecreeeecrreee e e 15 2,910 2,474
Total non-current liabilities 375,344 412,329
Total liabilities......cccvrserreserreanrsannns 692,167 707,696
EQUITY
COMMON SEOCK .c.iiiiiiriiee e e ettt e e e e e e e enneees 104,275 104,275
Capital IESEIVES ..ccuiiee ettt ettt e e e 27,379 27,379
TrEaSUNY STOCK.....cviitiitiiteite ettt ettt rene e (9,209) (19,424)
Retained arNiNgS ....ccuueeiiceeeeciee e e e 465,787 509,473
Accumulated other comprehensive income.......cccceeevveeeeceeenne 30,452 31,192
Total equity of the owners of the parent 618,684 652,895
Non-controlling interests....cucueveecceeeeecieeeecree e 16 39,043 40,080
Totalequity ..cccovecerreerrceerieeeiacens 657,727 692,975
Total liabilities and equity 1,349,894 1,400,671

Budapest, February 23,2022

o’ \\ st 7 gl o ;,/
Tibor Rékasi Daria Aleksandrovna Dodohova

Chief Executive Officer, Board member  Chief Financial Officer, Board member

The accompanying Notes form anintegral part of these Consolidated Financial Statements.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME

For the year ended December 31,
(in HUF millions, except per share amounts) Note 2020 2021
o] o1 H=N Y=Y o T 1.3,18 364,589 389,387
FiXEA LINE FEVENUE ...ttt 1.3,18 219,004 223,865
Sl T FEVENUB..eteiteeteeteste s et st sttt e e e e e e e e e e stesteseessessansans 1.3,18 89,455 86,868
Revenue 1.3,18 673,048 700,120
Y=Y oo oY g T=Tod oo 1oy 4R 1.3 (22,079) (24,959)
SI/IT SErvice related COSTS ..uvrmmmriririeeeeeeeeeereeresresreseeseeseeeeeneenens 1.3 (63,314) (62,065)
Bad debt EXPENSE...ccvecieiectectectecte ettt 1.3,4.2.2.2 (9,717) (11,012)
TELECOM LA wveeetieie ettt ettt et e e e eae et eete e e eteeaeeene 1.3,19.1 (27,614) (26,826)
(0] 4o T-Y e 1 1= oy ooy €SP 1.3,19.2 (174,764) (186,829)
DIrECT COSTS.cuuuurerrarrinereessssssesssessssssssssssssssssssessssssssssessnesssesassnessensn 1.3 (297,488) (311,691)
Employee-related EXPENSES.....cceceeeeeeeeereereere et sae e e 20 (79,004) (75,880)
Depreciation and amortization .......eeceeeereereeeenee e 9,10 (141,058) (147,962)
Other operating EXPENSES ....vvvueerrieeeereeereeeesreeeeesree e eeesreereeeesaeas 21 (76,516) (75,739)
OPErating EXPENSES. .uurisesssssssssssssssssssssssnssnssnssassnssnssnssnssnssnssnsssnssess (594,066) (611,272)
Other 0perating iNCOME .....cc.eieiieiiee et 22 5,842 3,961
Operating Profit......cccccceecceeescersssisssssscsssesssnesesnesssnessnnsesnnsssssesssnesan 84,824 92,809
[ =Y =Y g oTo T o = SRR 23 676 362
INTEIESt EXPENSE. .c.vevereteeteeteereeteeteeteeaeeseese e e e e e esee e e e eeesrestessessenns 24 (11,319) (13,767)
Other finance EXPENSE — NEL...cvevieeeeeeeieee e e 25 (13,203) (291)
Net financial reSult.......ccuoeerersrnersessessere s (23,846) (23,696)
Share of associates'and joint ventures' results........cceooeeieerieeeicenee 11 (66) -
Profit before income tax......cccveeeerrssneersssanenas 60,912 79,113
INCOME TAX 1.uvevereeteeteeteereeteeteeteeteeseeteeaeeseeseeseereeseeseeseessensessensessensenes 6.2 (14,595) (16,266)
Profit for the Period.......c.ccueceeseressssrsseesnessssnsssssssnssassssssnsssssssnnssenas 46,317 62,847
Other comprehensive income:
Items to be reclassified to profit or loss in subsequent periods:

Exchange differences on translating foreign operations................. 8,947 1,007
Items not to be reclassified to profitor loss in subsequent periods:

Revaluation of financial assets at FVOCI ......ccueeeeecieeeiieieeciieeeces 50 399
Other comprehensive income for the year, net of tax.......cceccceeeuenns 8,997 1,406
Total comprehensive income for the period 55,314 64,253
Profit attributable to:

Owners of the PareNt.......coeccer i e 42,364 58,997
Non-controlling iNterests.......cveieeciereeieccie e 3,953 3,850
46,317 62,847
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Total comprehensive income attributable to:

OWwWners of the PareNt.....ccueccee e 47,769 59,737
Non-controlling iNterests ... v i eiirie e ._l 7,545 l 4,516
- 55314
Earnings per share (EPS) information: 27
OWNers of the PareNt. ... e e e 42,364 58,997
Weighted average number of common stock outstanding
used for basic/diluted EPS........cc.eeeeeeeeee e 1,027,117,481 1,007,460,789

Budapest, February 23,2022

——

"v

!
Tibor Rékasi Daria Aleksandrovna Dodonova

Chief Executive Officer, Board member  Chief Financial Officer, Board member

The accompanying Notes form anintegral part of these Consolidated Financial Statements.



CONSOLIDATED STATEMENT OF CASH FLOWS
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For the year ended December 31,

(in HUF millions) Note 2020 2021
Cash flows from operating activities

Profit for the PEIHOM. . .cueieceeeses et 46,317 62,847
Depreciation and amortization .......c.eeecceeeeeceee e e 9,10 141,058 147,962
INCOME tAX EXPENSE. .t iutieereeereeireesite e taeeeteessaeesseeesseeeseesseesabessreesnseesnneanns 6.2 14,595 16,266
Net finaNCIal FESULL......ceceeeeeie et e e e e e e e e e e e e e e e e nnrees 23,846 13,696
Share of associates’ andjoint ventures’ result.......ccceeeeeeieeeceencieenceeseeeennn 66 -
Change inassets carried as working capital.........ccecveeeereriereenseeseeee e 10,535 (6,994)
Change iN PrOVISIONS c.cvecveeeeeeeeteeteeteete e eteeteeeseesseeseeaeeesseeesestestestestesresrenns (536) 1,503
Change in liabilities carried as working capital.......ccoeeeroerreneceserir e (13,627) (5,605)
INCOME TAX PAIG. 1 tiiteitiireiteetectecte e ettt e e eseesbesbessesbessesbesbesaennas 6.4 (12,700) (14,471)
DiVIAENA FECEIVEM......uiiie e e ee e e e e e e e e e e e e e e e e eneeas 52 57
Interest and other financial charges Paid........coeeeeeeeeeeeeceeeeecee e (19,913) (19,935)
INTErESt FECEIVEU . ei ittt e e s e e e s s 283 331
Other NON-CASNITEIMS. ....cveeeieueeeeeteeieete et ete et e ettt et eee e eeaeteeteetesteereerenns (4,021) (887)
Net cash generated from operating activities........ccceeeecerriccerssccceeniicceenanns 185,955 194,770
Cash flows frominvesting activities

Payments for property plant and equipment (PPE) and intangible assefs...... 28 (153,113) (110,906)
Proceeds from disposal of PPE and intangible assets.......ccocvvievrieniciennnnenns 7,843 1,953
Payments for subsidiariesand business UNitS.......couevveveeeereeeeereereeereereereerena. 29 (567) (4,677)
Proceeds from disposal of subsidiaries and business units ........c.cccceeeeereeene 268 -
Payments for other financial @SSetS.......cveieieeereeeeeeeecee e (2,992) (4,194)
Proceeds from other financial @SSEtS.....ccurrierreeieireeiecree et 459 13,422
Netcash usedininvesting activities.......ccecereerrmreerrcersnssnscensaens (148,102) (101,402)
Cash flows from financing activities

Dividends paid to Owners of the parent and Non-controlling interests.......... 4.4.3.3 (24,516) (18,788)
Proceeds from loans and other borrowings ......ccccceeeeeceeeccceeeeeciee e, 4.4.3.3 216,127 186,699
Repayment of loans and other DOrrowings ......ccveceeveecieseesecee e 4.4.3.3 (269,716) (223,4306)
Proceeds from corporate boNds........cececeeeieiiieiciie e 4.4.3.3 70,834 -
Repayment of lease and other financial iabilities........ccceeereevercereecieeienen 4.4.3.3 (25,114) (28,972)
Treasury Share PUIrCHASE ......ccviuicveiieeieeie ettt ettt reebesre b 4.4.3.3 (5,218) (10,215)
Net cash usedin financing actiVities.......cceeeeremreersersersnrensssnssnsnnnas (37,603) (94,712)
Exchange differences on cash and cash equivalents.........cccceevereereecieneenen. 1,041 118
Change in cash and cash equivalents 1,291 (1,226)
Cash and cash equivalents, beginning of period.......ccccceeveeeceercieevieecieeee. 13,398 14,689
Cash and cash equivalents, end of period.......c.ccceecereemercrecccresscescsenssneesseens 4.2.1. 14,689 13,463

The accompanying Notes form anintegral part of these Consolidated Financial Statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Dividend declared to Owners of the parent (h) .......ccoeueenene - - - - (20,855) - - (20,855) - (20,855)
Dividend declared to Non-controlling interests (i)............... - - - - - - - - (3,668)  (3,668)
Treasury share purchase () ..ocoeeeeeeeiecese e - - - (5,218) - - - (5,218) - (5,218)
Transactions with owners in their capacity as owners........ - - - (5,218) (20,855) - - (26,073) (3,668) (29,741)
Other comprehensive iINCOME.......cccuverererericeeiiee e - - - - - 5,379 26 5,405 3,592 8,997
Profit Or lOSS. i iuieiiiecee et - 42,364 - 42,364 3,953 46,317
Dividend declared to Owners of the parent (h) .......cccccueenene - - - - (15,311) - - (15,311) - (15,311)
Dividend declared to Non-controlling interests (i)............... - - - - - - - - (3,479)  (3,479)
Treasury share purchase () ..ooeeeeeeeeiiecesece e - - - (10,215) - - - (10,215) - (10,215)
Transactions with owners in their capacity as owners........ - - - (10,215) (15,311) - - (25,52¢) (3,479) (29,005)
Other comprehensive iINCOME......coceiererereriien e eeeeeeeaes - - - - - 517 223 740 666 1,406
[d o] T T XY - 58,997 - 58,997 3,850 62,847

Of which treasury stock (45,777,539)

The accompanying Notes form anintegral part of these Consolidated Financial Statements.
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NOTES TO THE CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(a)

The total amount of issued shares of common stock of 1,042,742,543 (each with nominal value of HUF 100) is fully
paid asat December 31, 2021. The number of authorized ordinary shares on December 31,2021 is1,042,742,543.

Voting Rights and Voting

The holder of each Series “A” ordinary share shall be entitled to one vote at the General Meeting of the Magyar
Telekom Telecommunications Public Limited Company (the Company or Magyar Telekom Plc.). The names of
shareholders and nominees who intend to participate at the General Meeting shall be registered inthe Share
Register on the second working day prior to the starting date of the General Meeting. The General Meeting shall
adoptitsresolutions by a simple majority vote except for resolutions on issues listed in the Articles of Association,
which shall require at least a three-quarters majority of the votes cast. There is no limitation on the rights of non-
resident or foreign shareholders to hold or exercise voting rights on the ordinary shares. There is no limitation of
voting rights for ordinary shares inthe Articles of Association. The Company has no shares assigned with special
managementrights.

Transfer of Shares

In order to transfer dematerialized shares, there must be a contract for transfer or other legal title and, in that
context, the transferor’s securities account must be debited and the new holder’s securities account must be
credited with the transferred dematerialized shares. The holder of dematerialized share shall be considered the
holder of the securities account on which the dematerialized shares are recorded.

The transfer of any Series “A” ordinary shares is not bound to any restriction or attainment of agreement.

Additional paid-in capital represents the amount exceeding the nominal value of the shares that was received by the
Company during capital increases.

Treasury stock represents the cost of the Company’s own shares repurchased. When the Company or its subsidiaries
purchase the Company’s equity shares, the consideration transferred, including any attributable incremental external
costs, are deducted from the Equity of the owners of the parentas Treasury stock until they are re-sold or canceled.
When such shares are subsequently sold, the treasury share balance decreases by the original cost of the shares,
thereby increasing equity, while any gains or losses are also recognized in equity (Retained earnings). Treasury stock
transactions are recorded on the transaction date. The number of Treasury stock was 45,777,539 on December 31,
2021 and 21,982,747 on December 31,2020.

Retained earnings include the accumulated and undistributed profit of the Group. The distributable reserves of the
Company under Hungarian law (Section 5 (b) 114/B of Act C of 2000 on Accounting relating to untied retained
earnings available for the payment of dividends) at December 31, 2021 amounted to approximately HUF 524 billion
(HUF 484 billion at December 31, 2020).

Cumulative translation adjustment represents the foreign exchange differences arising on the consolidation of
foreign subsidiaries.

Revaluationreserve for financial assets at FVOCl includes the unrealized gains and losses net of tax on equity
instruments measured at Fair Value through other comprehensive income (see also Note 4.5.1).

Non-controlling interests represent the Non-controlling shareholders’ share of the net assets of subsidiariesin which
the Group has less than 100% ownership (Note 16).

Dividends payable to the Company’s shareholders and to Non-controlling shareholders of the Group’s subsidiaries are
recorded as a liability and debited against equity (Retained earnings or Non-controlling interests) in the Group’s
financial statementsin the period in which the dividends are approved by the shareholders.

The amount of dividends declared to Non-controlling interests includes predominantly the dividends declared to the
Non-controlling owners of Makedonski Telekom (MKT) and the Group’s other subsidiaries.

The Company repurchased own shares for HUF 10.2 billion through a share buyback auctionon June 10, 2021 for the
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purpose of shareholders’ remuneration as approved by the Company’s Board of Directors on May 10, 2021 (in 2020
HUF 5.2 billion own shares were repurchased). The Company concluded repurchase transactions for 23,794,792
Magyar Telekom ordinary shares at an average price of HUF 429 per share. Following the execution of the
transactions, Magyar Telekom holds 45,777,539 treasury shares.

Together with the approval of these financial statements for issue, the Board of Directors of the Company proposes a
dividend distributionin total of HUF 15,000 million to be approved by the Annual General Meeting of the Company in April
2022.1n 2021 due to the situation caused by the coronavirus pandemic (COVID-19) the Board of Directors of the Magyar
Telekom approved HUF 15,311 million dividend based on the authorization set out in Section 9 (2) of Government Decree
no. 502/2020. (X1.16.).

The accompanying Notes form anintegral part of these Consolidated Financial Statements.
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1 GENERAL INFORMATION

1.1 Aboutthe Company

Magyar Telekom Plc. with its subsidiaries form Magyar Telekom Group (Magyar Telekom or the Group). Magyar Telekom
Plc. isthe leading provider of telecommunications services in Hungary and Republic of North Macedonia and alternative
service provider in Bulgariaand Romania. These services are subject to various telecommunications regulations
depending on the countries of operations (Note 34).

The Company was incorporated in Hungary on December 31, 1991 and commenced business on January 1, 1992. The
Company’sregistered seat is Konyves Kalmankrt. 36., 1097 Budapest, Hungary since November 1,2018. Name of the

Court of Registration and the registration number of the Company: Registry Court of the Budapest-Capital Regional Court,
Cg.01-10-041928.

Magyar Telekom Plc. is listed on the Budapest Stock Exchange and its shares are traded on the Budapest Stock Exchange.
Magyar Telekom’s American Depository Shares (ADSs)each representing five ordinary shares were also traded on the
New York Stock Exchange until November 12, 2010, when the ADSs were delisted. Magyar Telekom terminated the
registration of its shares and ADSs inthe US in February 2012. The Company maintains its American Depositary Receipt
programona Level |l basis.

The ultimate controlling parent of Magyar Telekom is Deutsche Telekom AG(DT or DT AG) who fully consolidates Magyar
Telekom Group. Deutsche Telekom Europe B.V. (Stationsplein 8, 6221 BT Maastricht, the Netherlands), a member of the
Deutsche Telekom Group, is the direct owner of 59.21% of the Company’s issued shares.

The consolidated financial statements of DT AG are available at DT AG’s website (www.telekom.com/en).

The Consolidated Financial Statements are prepared and presented in millions of Hungarian Forints (HUF), unless stated
otherwise.

The Company’s Board of Directors (the Board) accepted the submission of these consolidated financial statements of the
Company on February 23, 2022 to the Annual General Meeting (AGM) of the owners, which is authorized to approve these
financial statements, but also has the right to require amendments before approval. As the controlling shareholders are
represented inthe Board of the Company that accepted the submission of these financial statements, the probability of
any potential change required by the AGM isremote, and has never happened in the past.

Persons authorized to sign the annual report:
Tibor Rékasi - Chief Executive Officer, member of the Board (residence: Szentendre)
Daria Aleksandrovna Dodonova - Chief Financial Officer, member of the Board (residence: Budapest)

In Magyar Telekom Plc., the accounting services are coordinated by Melinda Modok (certificate number: 18128. Area of
speciality: IFRS entrepreneurial activity. Status: registered. Registration number: MK 199521. Residence: Budapest).

The Company is subject to compulsory audit. The Company’s auditor is PricewaterhouseCoopers Kényvvizsgald Kft. (its
register numberis 01-09-063022, its taxation number is 10256161-2-44), the responsible person for carrying out the
auditis Zoltan Bardy (membership number at Chamber of Hungarian Auditors: 007 346).

The Separate Financial Statements of Magyar Telekom Plc.and the Consolidated Financial Statements of Magyar
Telekom Group are available at the Company’s registered office and on its corporate website.

Magyar Telekom Plc.’s corporate website is: www.telekom.hu

14
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1.2 Composition of the Group

AtDecember 31, 2020and 2021 the major operating subsidiaries of the Group were as follows:

Subsidiaries Group interest in capital as Activity
at December 31,
2020 2021
Incorporated in Hungary:
T-Systems Magyarorszag Zrt., Budapest................. 100.00% 100.00% Systemintegrationand IT services
KaldszNet Kft., Budapest ......ccccoeeeeeereeceeeereeceererenene 100.00% 100.00% Telecom service provider
Telekom New Media Zrt., Budapest.......ccoceevreerennen. 100.00% 100.00% Interactive service provider of

telecommunications applications

Incorporated in North Macedonia:
Makedonski Telekom A.D., Skopje (MKT) ................ 56.67% 56.67% Telecom service provider

Incorporated in Romania:
Combridge S.R.L., Bucharest.......cccoeeveeervrenesennne 100.00% 100.00% Wholesale telecom service provider

Incorporated in Bulgaria:
Novatel EOOD, Sofia......cccceeeeeeereceereeieeceeeeceeeeecienns 100.00% 100.00% Wholesale telecom service provider

The Group’sinterestin the capital of the above subsidiaries equals the voting rights therein. There is no significant entity
inthe Group that is not controlled even though more than half of the voting rights are held.

Allsubsidiary undertakings are included in the consolidation.
1.3 Revised presentation of financialreport’s hierarchy

In 2021 in order to follow the general industry practice the management has conducted the revision of the presentation
hierarchy of the annual financial report to give the investors more transparent information about economic resources of
the Group, claims against the Group, and their changes. As a result of the harmonization, the amount of goodwill is
separated from other intangible assets in the Consolidated Statements of Financial Position, revenue is disaggregated to
mobile, fixed line and SI/IT (System integration and Information technology) business lines revenue data, direct costs are
disaggregated to interconnect costs, SI/IT service related costs, bad debt expense, telecom tax and other direct costs in
the Consolidated Statements of Profit or Loss Statement. In the Consolidated Statement of Cash Flow some minor
adjustmentsin the order and wording were made.

With the changes described above, the information provided by the financial report is remained the same, all comparative

information in this report was presented in the preceding years accordingly. Management believes these changes ensure
more transparent and consistent financial information to the investors.
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2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

The consolidated financial statements of Magyar Telekom have been prepared inaccordancewith International Financial
Reporting Standards (IFRS) as endorsed by the European Union (EU). All standards and interpretations endorsed by the EU
effective asat December 31, 2021 and applicable to Magyar Telekom had been adopted. These consolidated financial
statements also comply with the Hungarian Accounting Act on consolidated financial statements, which refers to the IFRS
asendorsed by the EU.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It
alsorequires management to exercise its judgment in the process of applying the Group’s accounting policies. The areas
involving a higher degree of judgment or complexity, or areas in which assumptions and estimates are significant to the
consolidated financial statements, are disclosed in Note 3.

Financial statements are prepared under going concern assumptions, which means itis assumed the Company will
continue to operate in the foreseeable future without the need orintention on the part of management to liquidate the
entity or to significantly curtail its operational activities.

2.1.1 Initial application of standards, interpretations, and amendments in the financial year

The table below summarizes the Standards amended and the subject of the amendments effective on or after January 1,
2021 that could have animpact on Magyar Telekom’s accounting policies.

Amendments to IFRS 4 Insurance Jan1,2021 Deferral of first-time Not applicable.

Contracts - application of IFRS 9 for
Deferral of insurance companies.
IFRS 9
Amendmentsto IFRS 9, Interest Rate Jan1,2021 The amendments address No impact based on
IAS 39,IFRS 7,IFRS 4 and | Benchmark the impact of modifications internal assessment.
IFRS 16 Reform — of financial instruments
Phase 2 required asadirect
consequence of the IBOR
reform, hedge accounting
requirements, and the
accompanying disclosures.
AmendmentstolFRS16 | COVID-19- April1,2021* | Extension of practical Not applied.

Related Rent
Concessions
beyond June
30,2021

expedient until June 30,
2022 for lessee accounting
of rent concessions granted
due to the COVID-19

pandemic.

* Earlier applicationis permissible. Magyar Telekom already decidedin the 2020 financial year not to apply the practical

expedient.
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2.1.2 Standards, amendments and interpretations thatare notyet effective as of December 31,2021 and have not been
adopted early by the Group and other expected changes for 2022 and 2023

Pronouncement Title To be applied | Changes Expected impacton
by Magyar the presentation of
Telekom Magyar Telekom's
from results of operations
and financial
position
Standards endorsed by the EU
Amendments to Business Jan1,2022 | Package of narrow-scope No material impact
IFRS 3;IAS 16;1AS37 | Combinations; amendments to three Standards as isexpected.
and Annual Property, Plant well as the Board’s Annual
Improvements 2018- | and Equipment; Improvements, which are changes
2020 Provisions; that clarify the wording or correct
Contingent minor consequences, oversights or
Liabilitiesand conflicts between requirementsinthe
Contingent Standards.
Assets
IFRS17 and Insurance Jan1,2023 | IFRS 17 governs the accounting for No material impact
AmendmentstolFRS | Contracts insurance contracts and replaces isexpected.
17 IFRS 4. Deferral of first-time
application of IFRS 17 to January 1,
2023. The amendments refer to
specific topics helping entities to
implement the standard and avoiding
asignificant loss of useful information.
Standards notyet endorsed by the EU*
AmendmentstolAS1 | Presentationof | Jan1,2023 | Classification of Liabilitiesas Current | No materialimpact
Financial or Non-current and Deferral of isexpected.
Statements Effective Date.
AmendmentstolAS 1 | Presentation of | Jan1,2023 | Disclosure of material accounting No material impact
Financial policy informationinstead of isexpected.
Statements significantaccounting policies. In
addition, IFRS Practice Statement 2
has beenamended.
AmendmentstolAS 8 | Accounting Jan1,2023 | Introduced adefinitionof ‘accounting | No materialimpact
policies, estimates’ and included other isexpected.
Changesin amendments to help entities
Accounting distinguish changesinaccounting
Estimatesand policies from changesinaccounting
Errors estimates.
Amendmentsto|AS Income Taxes Jan1,2023 | Deferred Tax related to Assets and No material impact
12 Liabilities arising from a Single is expected.
Transaction
AmendmentstoIFRS | Initial Jan1,2023 | Transitionoptionrelating to Not applicable.

17 Insurance
contracts

Application of
IFRS 17 and IFRS
9 — Comparative
Information

comparative information about
financial assets presented on initial
application of IFRS 17, helping entities
to avoid temporary accounting
mismatches between financial assets
and insurance contract liabilities, and
therefore improve the usefulness of
comparative information for users of
financial statements.

* For standards not yet endorsed by the EU, the date of first-time adoption scheduled by the IASBis assumed for the time

being as the likely date of first-time adoption.




mflm = = EGYUTT. VELED

2.1.3COVID-19 impact onthe business and on the financial statements

After 2020, which was drastically impacted globally by the outbreak of the COVID-19 pandemic, 2021 was featured by a
general recovery worldwide as the targeted government measures along with the more efficient management of the
pandemic led toimproved production as well as higher consumption levels.

However, the still prevailing pandemic has been reshaping the environment whereas some new economic difficulties has
alsoemerged with global supply chain disturbances and the sharp increase in energy prices witnessed in the second half
of 2021.

The telecommunicationindustry has continued to play a critical role in keeping families connected and businesses and the
economy progressing in this changing environment.

The Company could also leverage from these developments with both revenues and profitability improving in 2021.
Although we continued to face lower SI/IT project demand and decided to recognize forward-looking impairmentin bad
debtexpense for possible deterioration of our customer base’s solvency positioninrelation to the termination of the loan
moratorium and upcoming economic difficulties, thanks to the continued improvementin telecommunication service
performance reflecting continued upward trend in customer demand, both annual gross profit, EBITDA and netincome
exceeded previous year’s levels.

The need for digitalization, demand for data and the use of online, virtual channels have reached unseen levels,
highlighting the integral role of the telecommunicationindustry.

Toreflect to these changes and to ensure the reliability and security of our networks, we continued to investin our
infrastructure. The rollout of our fiber network remained a key priority and we dedicated significant amount of capital
expenditures to the expansion of our network during 2021. Furthermore, we continued with the radio access network
modernization commenced in 2020 to be able to meet the sharply rising mobile data capacity demand.

Beyond the changes on the market we closely monitor the recoverability of our assets, therefore the Company has
conducted the goodwillimpairment test more frequently during the year and paid more attention to monitor the solvency
of customers, taking into account the potential negative impacts of COVID-19. See details in Notes 3.2 and 3.3.

2.2 Consolidation
2.2.1 Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity whenitis exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power over the
entity. The financial statements of subsidiaries are included in the consolidated financial statements from the date on
which control commences until the date on which control ceases.

The existence and effect of potential voting rights that are presently exercisable or presently convertible are also
considered when assessing whether the Group controls another entity.

Subsidiaries are consolidated from the date on which control is transferred to the Group, and are no longer consolidated
from the date control ceases. The acquisition method of accounting is used to account for business combinations. The
cost of an acquisitionis measured as the fair value of the assets given up, shares issued or liabilities undertaken at the date
of acquisition whereby costs directly attributable to the acquisition are expensed. The excess of the cost of acquisition
over the fair value of the net assets and contingent liabilities of the subsidiary acquired is recorded as goodwill If the cost
of acquisitionis less than the fair value of the net assets of the subsidiary acquired, the difference is recognized in the
Profit for the year (Other operating income).

The classification of transactions as a business combination must be made on a case-by-case basis. The Group may
decide toapply or not to apply the concentration test separately for each transaction or event.

A concentration test is met if the substantially all of the fair value of the gross assets acquired is concentrated inasingle
identifiable asset or group of similar identifiable assets. In this case, the group of activities and assets is not a business. A
concentration test is metif the substantially all of the fair value of the gross assets acquired is concentrated ina single
identifiable asset or group of similar identifiable assets. In this case, the group of activities and assets is not a business.

If the initial accounting for a business combinationisincomplete by the end of the reporting period in which the
combination occurs, the Group has maximum one year from the acquisition date to finalize the purchase price allocation.
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If applicable, the Group recognizes at the acquisition date a liability for any contingent purchase consideration. If the
amount of contingent consideration accounted for as a liability changes as a result of a post-acquisition event (such as
meeting an earnings target), the difference is recognized in accordance with other applicable IFRSs as appropriate rather
than as an adjustment of goodwill.

Asfor the measurement of non-controlling interest, the Group may recognize 100% of the goodwill of the acquired entity,
not only the Group’s portion of the goodwill. Thisis elected on a transaction-by-transaction basis. The Group attributes
their share of losses to the non-controlling interests evenif this results in the non-controlling interests having a deficit
balance.

In a step acquisition, the fair values of the acquired entity’s assets and liabilities, including goodwill, are measured on the
date when control is obtained. Accordingly, goodwill is measured as the difference at the acquisition date between the fair
value of any investment the business held before the acquisition, the consideration transferred and the fair value of the
net asset acquired and non-controlling interest is recorded at fair value when the Group elects the fair value option.

In case of acquisitions where the transaction takes place between companies under common control (i.e. with other
Deutsche Telekom Group companies), the transaction is recorded at the carrying amounts as recorded in the selling
owner’saccounts, and any gains, losses or differences between the carrying amount and the sale-purchase price are
recognized in Retained earnings. The consolidated financial statements include the results of subsidiaries acquired from
parties under common control from the date of the closing of the transaction.

A partial disposal of aninvestmentin a subsidiary while controliis retained is accounted for as an equity transaction with
owners, therefore gain or loss is not recognized in profit or loss for such disposals.

A partial disposal of aninvestmentin a subsidiary that results in loss of control triggers re-measurement of the residual
interest to fair value. Any difference between fair value and carrying amountis a gain or loss on the disposal, recognized in
profitor loss (Other operating income).

Inter-company transactions, balances and unrealized gains or losses on transactions between the Magyar Telekom Group
companies are eliminated. Accounting policies of subsidiaries have been adjusted to ensure consistency with the policies
adopted by the Group.

The ESOP (Employee Share Ownership Program) Organization was a special organization of Magyar Telekom which was
controlled by the Company without any shares init. The voluntary liquidation of the ESOP Organization ended in 2021.

2.3 Foreign currency translation
2.3.1 Functional and presentation currency

[temsincluded in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environmentin which the entity operates (the functional currency).

The consolidated financial statements are presented in millions of HUF, as the Group’s presentation currency is the
Hungarian Forint.

2.3.2 Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing on the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized
inthe Profit for the year (Other finance expense — net).

2.3.3 Group companies
The income and financial position of all of the Group’s entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency are translated into the presentation

currency as follows:

= For theinitial consolidation of foreign subsidiaries acquired, their assets and liabilities at the acquisition date are
incorporated into the consolidated financial statements after translating the balances into HUF using the exchange
rate prevailing at the date of acquisition. The fair value adjustments resulting from the purchase price allocationand
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goodwill are accounted for in HUF for acquisitions before March 31, 2004, after which date these adjustments arising
on consolidation are accounted for inthe functional currency of the subsidiary.

= Assetsand liabilities for each Statement of financial position presented are translated at the closing rate at the date
of that Statement of financial position.

= [|temsof Profitor loss and other comprehensive income are translated at annual cumulated average exchange rates.

= Allresulting exchange differences are recognized in the consolidated equity (Cumulative translation adjustment).
When a foreign operationis fully or partially disposed of so that control is given up, exchange differences that were
recorded in equity until the date of the sale are recognized in the operating profit for the year as part of the gain or
loss on sale.

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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 prevailing circumstances. The Group makes
estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, rarely equal the
related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities are outlined below.

3.1 Useful lives of assets

The determination of the useful lives of assets is based on historical experience with similar assets as well as any
anticipated technological development and changes in broad economic or industry factors. The appropriateness of the
estimated useful lives is reviewed annually, or whenever there is an indication of significant changes in the underlying
assumptions. Management believes that thisis a critical accounting estimate since itinvolves assumptions about
technological developmentinaninnovative industry and heavily dependent on the investment plans of the Group.
Further, due to the significant weight of depreciable assets in our total assets, the impact of any changesin these
assumptions can be material to our financial position, and results of operations. See Notes 9 and 10 for the changes made
to useful livesin 2021.

The Group is constantly introducing a number of new services or platforms. Inthe frame of that, Magyar Telekom focuses
on the development of 4G and 5G platforms while does not make any further developments in 3G network. Servicesin
that platform will be ceased from the second half of 2022, useful life of assets related to this technology had beenrevised
and shortened in prior years, accordingly. Furthermore, Magyar Telekom continues the acceleration of its fiber rollout, the
modernization of its ED3 network, a migration to Gigabit capable networks and the retirement of its copper networks. In
case of the introduction of such new services, the Group conductsa revision of useful lives of the already existing
platforms, butin the vast majority of the cases these new services or assets are designed to co-exist with the existing
platforms, not necessarily resulting in no change-over to the new technology. Consequently, the useful lives of the
existing platforms usually do not require shortening.

3.2 Estimated impairment of goodwill

Goodwillis not amortized, but tested for impairment annually inthe last quarter of the year and in the other quarters
quicktests are executed. Due to COVID-19, during the preparation of the interim financial reports of 2021 the
management updated its goodwill impairment test in every quarter by considering updated information oninputs like
book values, foreign exchange rates, and weighted average cost of capital. Noimpairment needed to be recognized in
2021.

The recoverable amounts of the operating segments are calculated based onfair value less cost of disposal determined
by the discounted projected cash flows of the operating segments over the next ten years with a terminal value. Thisis
highly judgmental, which carries the inherent risk of arriving at materially different recoverable amounts if estimates used
inthe calculations proved to be inappropriate. The Group has animplemented policy to make the impairment test based
on a 10-year cash flow projection on reasonable and supportable assumptions that present the management’s best
estimate on market participants’ assumptions and expectations. We use 10-year cash flow projections as the payback
period of our investments in the telecommunications operations often exceeds five years.

In order to determine the recoverable amounts of the operating segments, the Group calculates the operating segments’
fair values less cost of disposal. In the calculations, Magyar Telekom uses a range of weighted average cost of capital
(WACC) and estimated perpetual growth rate (PGR) depending on the country of operations and the characteristics of the
markets the Group’s segments operate in. The WACCs are determined based on the capital asset pricing model (CAPM)
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using the average betas of the peer group, 10-year zero-coupon yields and a debt ratio in line with the usual indebtedness
of listed peer telecommunications companies, while the PGRs used are in line with the long-term average growth rate for
the particular segment.

Costs of certain central functions that are not cross charged are also considered in the fair value calculations when
conducting the goodwill impairment tests. The costs of these central functions are allocated to the operating segments
based on the segments’ revenue share of the Group’s total revenue. Goodwillis allocated to the operating segments of the
Group: MT-Hungary and North Macedonia. In2021 and 2020, no goodwill had to be impaired. Details of the carrying
amounts of goodwill allocated to the segments are in Note 10.4.

The following tables show the WACCs and PGRs used in the fair value calculations of the Group’s operating segments for
the goodwill impairment test conducted in 2021 and 2020. The tables belowalso include sensitivity analyses that show
how much impairment would have been recognized as at December 31,2021 or 2020 for the goodwill allocated to the
operating segments if we changed the sensitive parametersin the calculations.

In 2021 we disclose whatimpact a 4 percentage pointincrease of the WACC would have on the goodwill. Regarding the
PGRs, we disclose whatimpacta 9 percentage point decrease of the PGR would have on the goodwill. Regarding the cash
flow projections, we disclose whatimpacta 20% or a 32% lower than projected cash flow stream would have on the
goodwill.

2021 MT-Hungary North Macedonia
WACC

Used inthe calculation........ccceceeeeeereecerieceeece e 7.95% 5.14%
1o gF= TaToT=To I o TS 11.95% 9.14%
Potential impairment (HUF mMillion) ........cccceueeeerereeeeeece e 49,140 -
PGR

Used inthe calculation.......cccecececereeseceese e 1.0% 1.0%
1o 0TVl 1T I (o T (8.0%) (8.0%)
Potential impairment (HUF million) .....cceeeeeeeveeeeeeeeeeeeeeeeeeeeene 7,746 -
Cash flow

1o (=T To =T I o 2T (20.0%) (20.0%)

Potential impairment (HUF mMillion) ........cccoeererererereieieiecee e - -

[ CRANGEA DY eveeeeeeeeeeeeeeeeeeeeesessseessssseeeeeesssesseeeeessssssssssssssenenneneeees (32.0%) (32.0%)
Potential impairment (HUF million) ..........c.ccceeeeerrcrereeecrcrcreeernees 10,828 -

In 2020 we disclose whatimpact a 4 percentage pointincrease of the WACC would have had on the goodwill. In case of
the PGRs we disclose whatimpacta 10 percentage point decrease of the PGR would have had on the goodwill. In case of
the cash flow projections we disclose whatimpacta 20% or a 44% lower than projected cash flow stream would have had
on the goodwill.
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2020 MT-Hungary North Macedonia
WACC

Used inthe calculation.......cccececeveesesesesece e 5.68% 4.75%
o g TgTo =T I o T 9.68% 8.75%
Potential impairment (HUF mMillion) ........cccoeeeveveveveveieseseseeeceeeeeeeene 41,909 -
PGR

Used inthe calculation......cceceeceeceeeseeeeceee e 1.0% 1.0%
1ol g TgTo =T I (o T (9.0%) (9.0%)
Potential impairment (HUF mMillion) .........ccoceeeeeeeeeeeeeeeeeeeieeceeeeeeeee 23,476 -
Cash flow

F el T TaTo =T N oY 2 (20.0%) (20.0%)
Potential impairment (HUF Million) .......oceeeeveceeeseceeee e - -
1o (=TT T=To I o2 (44.0%) (44.0%)
Potential impairment (HUF million) .........ccoveveveveveveevceeeececernen 12,754 -

The table below shows what changes can be observed in the 10-year plans prepared in 2020following to those prepared

in2021.

MT-Hungary North Macedonia

Cumulative average annual change rate of revenue during the 10
years compared t0 2027 ...

Cumulative average annual change rate of revenue during the 10
years compared t0 2020 .....coceeceeveeeeeeeee e

Cumulative average annual change rate of EBITDA during the 10
years compared t0 2027 ...t

Cumulative average annual change rate of EBITDA during the 10
years compared t0 2020 ......ccoecererererirereeeeesee e

Cumulative average annual change rate of Capex during the 10
years compared t0 2027 ...t

Cumulative average annual change rate of Capex during the 10
years compared t0 2020 .......ccccecveeeeeeeiieerieeeeeeee e

0.3%

0.5%

0.7%

0.6%

(@) (4.2%)

(a) (5.0%)

0.4%

0.0%

1.0%

0.9%

(0.8%)

1.0%

(a) In 2020 and 2021, the Magyar Telekom Plc. acquired frequency usage rights represented significant amountand, asa
result, the average Capex for the next 10 years shows declining tendency.

Magyar Telekom’s management believes that preparing the value in use (VIU) calculation was unnecessary, since it would
have resulted in a lower value than the fair value less costs of disposal (FVLCD). The VIU method assumes a model without
future investments, meaning that additional capex and related revenue and gains to be recognized in the future cannot be
considered inthe calculations. Assuring the revenue for the long term in a telecom business very much depends on future
investments. Due to technological changesitis obvious that these capital expenditures are essential for long term

revenue generation and a necessity for the growth of business.
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3.3 Estimated impairment of trade and other receivables

We calculate impairment for accounts receivable based on estimated losses resulting from the inability of our customers
to make required payments. The loss allowance is recognized in respect of not only losses already incurred as of the
reporting date (incurred losses) but also losses which have not yet been incurred as of the reporting date but which are
expected to be incurred in the future (expected losses). For the largest customers and other telecommunications service
providers, impairmentis calculated on anindividual basis, while for other customers itis estimated on a portfolio basis, for
which we base our estimate on the aging of our accounts receivable balance and our historical write-off experience,
customer credit-worthiness and recent and expected changes in our customer payment terms and forward-looking
information. In addition, we also consider the nature of the business (residential, business, fixed line, mobile, internet,
cable TV, etc.) and the environment in which the Group’s entities operate in the various markets.

The above factors of impairment calculation are reviewed annually, and changes are made to the calculations when
necessary. The assessment of the correlation between historical observed default rates, forecast economic conditions and
expected impairmentis considered as a critical estimate.

In 2020, coronavirus spread globally, and it has gained significant negative impact both socially and economically. In
2021 the global economic outlook started toimprove thanks to the emergence of vaccinations, but the further waves of
the pandemic and further economic events evoke uncertainties regarding the recovery. Current changes in market trends
and the volatility in the economic conditions in Hungary as the post effect of COVID-19 pandemic hasimpactonthe
creditworthiness of our debtors and related estimates may differ materially from the prior periods.

According to the best estimation based on the reassessment of factors (particularly macroeconomic tendencies, current
market conditions, the termination of the loan moratorium) significantimpact have been concluded on the credit risk of
the Group particularly on trade receivables ininstallment payments for telecommunications equipment sold.
Consequently, forward-looking impairmentincreased by HUF 3.2 billion on this sub-group of debtors. The annual revision
alsorevealed that no other asset classes have beenimpacted materially. The management concluded there is no reason
to modify the bad debt ratios used previously for the portfolios.

A sensitivity analysis had also been prepared that shows how much impairment would have been recognized on trade
receivablesininstalment payments as at December 31, 2021 if wechanged the estimated non-payment rate. According
to this, the financial effect of 1% and 2% improvement (-) and deterioration (+) of the applied estimated non-payment rate
would increase or decrease by HUF 0.8 billion and by HUF 1.5 billion on the carrying value of these trade receivables
(current and non-current part).

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.

The management pays particular attention to the continuous monitoring of the solvency of the customers in the future
and would take additional corrective actions if it is necessary. Please see further information Notes 4 and 5.1.2.

3.4 Contracts with customers

The Group applies the guidance to a group of contracts with similar characteristics instead of toa single contract witha
customer. The characteristics considered include mainly the business segment of the customer, business model of the
contract, and whether the contract is committed or not.

Contract assets are recognized for unbilled amounts typically resulting from sales under long-term contracts when
revenue recognized exceeds the amount billed to the customer in that period. Thisisatemporary difference so that
revenue recognized and revenue billed are the same by the end of the commitment term. The amount of the contract
assets is determined considering the estimated churn rate of the relevant group of contracts. The time frame for
reclassification of contract assets to a receivable is the minimum contract term of the relevant group of contracts.

Furthermore, the Group recognizes assets for costs incurred in connection with the signing of customer contracts which
would not have beenincurred if the customer contract had not been concluded (contract costs). Capitalization is subject
to the expectation that those costs will be recovered by future revenue resulting from the contract.

Costs of obtaining a contract with a customer generally include sales commissions both direct and indirect distribution
channels. Capitalizing incremental costs of obtaining a contract does not only refer to contracts concluded with a new
customer but also to contract renewals. Accounting treatment of acquisition- and retention-related contract costs is the
same.
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Costs of obtaining a contract with a customer are amortized on a portfolio basis over the period that the related goods or
services are transferred to the customer whichis

= based on historical customer retention data and past experiences in that business segment in case of uncommitted
contracts (e. g. prepaid) and
= incase of committed contracts the commitment period is considered as amortization period.

The Group decided not to use the practical expedient of expensing the incremental costs of obtaining a contract
immediately, which are amortized over a period of one year or less.

See Note 18.4 for the amount of contract assets, contract liabilities and contract costs.
3.5 Annual fees of mobile licenses

Magyar Telekom’s primaryactivities are the fixed-line and mobile operationsin Hungary and North Macedonia. These
servicesare in most cases regulated by these countries’ laws or other legislation. These servicesin most cases require the
acquisition of alicense or concession, which usually requires a one-off fee and annual payments. Itis judgmental whether
we consider the annual fees to be reliably estimable or not. If the management considers that these annual fees can be
estimated reliably, the present value of those are capitalized as part of the cost of the license with corresponding current
and non-current financial liabilities, otherwise these are recognized as costs in the period they relate to.

The management considered that the annual band fees related to frequency usage rightacquired in 2021 can be reliably
estimated, the present value of those are recognized as part of the cost of the license: For further information see Notes
3.5,4.4.3.1,10.2,10.5,28 and 34.2.

3.6 Leases — estimating the incremental borrowingrate and assessment of extension and termination options

Atthe commencement date, a lessee shall measure the lease liability at the present value of the lease payments that are
not paid at that date.

The lease payments shall be discounted using the interest rate implicitinthe lease, if that rate can be readily determined.
If that rate cannot be readily determined, the lessee shall use the lessee’sincremental borrowing rate.

This discount rate reflects the mainrisks of the lease arrangementsin a specific country and is provided for each year up
to amaturity of 30 years. A changeinthe interest rateis only applicable when after initial recognition the contractis
modified, or a reassessment is necessary which causes a change in the interest rate.

Magyar Telekom uses the lessee’s incremental borrowing rate.
Magyar Telekom never uses negative interest rates. Any negative interest rates will be capped at an amount of zero.

In 2021, the range of used discount ratesis 2.48%-4.41% (2.87%-5.31%in 2020). It was calculated as the average of the
borrowing rates weighted by the discounted lease liability.

The Group has several lease contracts that include extension and termination options. These options are negotiated by
management to provide flexibility in managing the leased-asset portfolio and align with the Group’s business needs.
Management exercises significant judgementin determining whether these extension and termination options are
reasonably certain to be exercised.

4 FINANCIAL INSTRUMENTS

A financialinstrumentis any contract that givesrise toa financial asset of one entity and a financial liability or equity
instrument of another entity.

Financial assets of the Group include cash and cash equivalents, equity instruments of another entity and contractual
rights to receive cash (trade receivables) or another financial asset from another entity or to exchange financial assets or
financial liabilities with another entity under conditions that are potentially favorable to the entity (derivatives) a contract
that will or may be settled in the entity’s own equity instruments and is a non-derivative for which the entity is or may be
obliged toreceive a variable number of the entity’s own equity instruments; or a derivative that will or may be settled
other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of the entity’sown
equity instruments. For this purpose, the entity’s own equity instruments do not include puttable financial instruments
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classified as equity instruments, instruments thatimpose on the entity an obligation to deliver toanother party a prorata
share of the net assets of the entity only on liquidation and are classified as equity instruments, or instruments that are
contracts for the future receiptor delivery of the entity’s own equity instruments.

Financial liabilities of the Group include liabilities that originate from contractual obligations to deliver cash or another
financial asset to another entity (non-derivatives); or to exchange financial assets or financial liabilities with another entity
under conditions that are potentially unfavorable to the entity (derivatives) or a contract that will or may be settled in the
entity’s own equity instruments and is a non-derivative for which the entity is or may be obliged to deliver a variable
number of the entity’s own equity instruments; or a derivative that will or may be settled other than by the exchange of a
fixed amount of cash or another financial asset for a fixed number of the entity’s own equity instruments. For this purpose,
the entity’s own equity instruments do not include puttable financial instruments that are classified as equity instruments,
instruments that impose on the entity an obligation to deliver to another party a prorata share of the netassets of the
entity only on liquidation and are classified as equity instruments, or instruments that are contracts for the future receipt
or delivery of the entity’s own equity instruments.

4.1 Financial assets — accounting policies
Group classifies its financial assets on the basis of both:

= the entity's business model for managing the financial assets and
= the contractual cash flow characteristics of the financial asset

inthe following categories:
= atamortized cost if both of the following conditions are met:

= the financial assetis held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows and

= the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest (SPPI) on the principal amount outstanding.

= atfairvalue through other comprehensive income (FVOCI) if both of the following conditions are met:

= the financial assetis held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets and

= the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI on the
principal amount outstanding.

= atfairvalue through profit or loss (FVTPL) unlessitis classified in the previous categories.
For the purpose of the above classification:

= principalisthe fair value of the financial asset at initial recognition
= interest consists of consideration for the time value of money, for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks and costs, as well as a profit margin.

Standard purchases and sales of financial assets are recognized on the trade-date, the date on which the Group commits
to purchase or sell the asset. Investments are initially recognized at fair value plus transaction costs for all financial assets
not carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss are initially
recognized at fair value, and transaction costs are expensed in the Profit for the year.

Financial assets are derecognized when the rights to receive cash flows from the investments have expired or have been
transferred. Financial assets have been transferred when the contractual rights to receive cash flows of the financial
assets have been transferred or the contractual rights to receive cash flows of the financial assets have been retained but
there isa contractual obligation to pay the cash flows to one or more recipientsinan arrangement compliant with the
conditions set out by IFRS 9. Any gains or losses on derecognition are recognized in Profit for the year and are calculated
as the difference between (a) the sum of the consideration received and any cumulative gain or loss that had been
recognized in other comprehensive income and (b) the carrying amount derecognized.
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4.1.1 Impairment of financial assets

Depending on the business model of the Group and the characteristics of the contractual cash flows of the financial
assets, financial assets are subsequently measured at amortized cost, at fair value through other comprehensive income
or at fair value through profit or loss.

A loss allowance must be recognized for financial assets measured at amortized cost and at fair value through other
comprehensive income. The loss allowance must be recognized through profit or loss and reduces the carrying amount of
the relevant financial asset; in the case of financial assets measured at fair value through other comprehensive income,
the corresponding offsetting entry is recognized in other comprehensive income and does not reduce the carrying amount
of the financial asset.

Loss allowances must also be recognized for lease receivables as defined in IFRS 16, contract assets as defined in IFRS 15,
financial guarantee contracts and loan commitments relating to loans bearing an off-market interest rate.

Loss allowance is recognized in respect of not only losses already incurred as of the reporting date (incurred losses) but
also losses which have not yet beenincurred as of the reporting date but which are expected to beincurred in the future
(expected losses).

Based on the changesin creditrisk, it must be assessed at each reporting date whether the current loss allowance must
be measured at an amount equal to the lifetime expected credit losses or at an amount equal to the 12-month expected
creditlosses. If it is not possible to assess whether the credit risk has increased significantly based on the individual
financial asset, it must be assessed at the portfolio level.

The simplified and the general approaches are to be applied to assess and account for credit losses.
=  Simplified approach

Allfinancial instruments underlying simplified approach are measured with lifetime expected credit loss. Therefore,
exceptforinsolvency, neither any indicators for increase in credit risk nor any default events are relevant within the
simplified approach.

The simplified approachisapplicable for trade receivables, contract assets and lease receivables without a significant
financial component. MT Group has chosen the right to use the simplified approach for these receivables with a significant
financial componentas well.

=  Generalapproach

According to the expected credit loss model the financial instruments are classified into three buckets. The classification
into the three bucketsis based upon the changes of the creditrisk for the financial asset. A relative creditrisk model is
used for the evaluation of an increased credit risk. The increase of credit risk in comparison to the initial recognitionis
reflected inthe transfer of the financialinstrument between the buckets.

According to the expected credit risk model the impairment is determined differently for the three buckets. The
impairment for financial instrumentsin bucket 1 is calculated based upon the 12-months expected credit loss. The
impairment for financial instruments in bucket 2 and 3 is calculated based upon the lifetime expected credit losses. Once
along termasset is moved to bucket 3, the effective interest method has to be applied toreach net value after
impairment.

The generalapproachisapplied for bank accounts, factoring receivables, other financial receivables and employee loans.
4.1.2 Financial assets measured at amortized cost
The following items are assigned to this category:

= cashand cash equivalents;

= bank deposits over three months;
= tradereceivables;

= other receivables.

Financial assets at amortized cost are initially recognized at fair value and subsequently carried at amortized cost using
the effective interest method (relevantonly for the receivables with long-term maturity).
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Cash and cash equivalents

Cashand cash equivalentsinclude cash on hand and in banks, and all highly liquid deposits and securities with original
maturities of three months or less, and exclude all overdrafts.

Bank deposits with original maturities over 3 months

Bank deposits with original maturities over 3 months include bank deposits and other liquid deposits and securities with
original maturities over three months.

Trade receivables

If there isa significantincrease in the creditrisk of trade receivables carried atamortized cost, the amount of the
impairment loss is measured as the difference between the asset’s carrying amountand the present value of estimated
future cash flows discounted at the receivable’s original effective interest rate (i.e. the effective interest rate computed at
initial recognition). Inthe case of short-term trade receivables estimation is made on the amount of expected future cash
inflows and compared to the carrying amount, the difference is accounted for as allowance for trade receivables. The
carrying amount of the asset is reduced through use of an allowance account. The amount of the loss is recognized as Bad
debtexpense.

When itis determined that there is no significantincrease in the creditrisk for an individually assessed accounts
receivable, the item should be included ina group of accounts receivables with similar credit risk characteristics and
assessed collectively forimpairment. Receivables that are individually assessed forimpairment and for which an
impairment loss is or continues to be recognized are not included in a collective assessment of impairment.

There are three categories for calculating impairment loss of trade receivables:

= forinvoices whichare overdue
= forinvoiceswhichare notyet due
= for unbilled revenue.

In the case of collective assessment there is significantincrease inthe creditrisk if there are overdue itemsina group of
receivables. Anageing listis prepared on overdue receivables and the amount of impairment is calculated by multiplying
impairment rates based on historical loss experience with the amount of receivables.

Impairment rates are calculated based on historical loss experience, however itis adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period on which the historical loss
experience is based and to remove the effects of conditionsinthe historical period that do not exist currently. During the
impairment calculation forward-looking informationis also considered. Such information can be, for example, internal
changesinthe billing and dunning processes and external extreme changes e.g. in unemployment rates, credit crisis etc.

When atradereceivableis established to be uncollectible, it is written off against Trade receivables. Impairment and
subsequent recoveries of amounts previously written off are accounted for against the period’s Direct costs.

4.1.3 Financial assets at fair value through other comprehensive income (FVOCI)

The “financial assets at fair value through other comprehensive income” measurement category includes the following
financial assets:

= listed and unlisted equity instruments that are neither fully consolidated nor included using the equity method in the
consolidated financial statements, not held for trading and OCl option has been applied;

= debtinstruments within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets.

Financial assets at fair value through other comprehensive income are initially recognized at fair value and are also
subsequently carried at fair value. The unrealized changes in the fair value of financial assets at fair value through other
comprehensive income are recognized in equity, in the Revaluation reserve for FVOCI financial assets for both equity
instruments and debt instruments.

When securities classified as financial assets at fair value through other comprehensive income are sold, the accumulated
fair value adjustments recognized in equity before are recognized in the profit or loss except for equity instruments, where
itwill be recognized directly to retained earnings.
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The Group assesses at each balance sheet date whether there is significantincrease in the creditrisk. There is significant
increase inthe credit risk of a financial asset as a result of one or more events that occurred after the initial recognition of
the asset (a ‘loss event’) and that loss event has animpact on the estimated future cash flows of the financial asset or
group of financial assets that can be estimated reliably.

If any such evidence exists for FVOCI financial assets, the cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognized in the
profitor loss — is removed from equity and recognized in the income statement. Impairment losses recognized in the profit
or loss on equity instruments are not reversed through the profit or loss.

4.1.4 Financial assets at fair value through profit or loss (FVTPL)

Debtinstruments which do not meet the conditions set out to be initially classified either at amortized cost or at fair value
through other comprehensive income must be measured at fair value through profit or loss.

The “financial assets at fair value through profit or loss” measurement category includes the following financial assets:

= Debtinstruments thatare designated as “at fair value through profit or loss” using the fair value option.

= Equity instruments acquired for the purpose of selling immediately or in the near term and thus classified as “held for
trading” and equity instruments not held for trading where the OCI option has not beenapplied.

= Derivative financial assets.

= Debtinstruments not fulfilling conditions of either financial assets at amortized cost or financial assets at fair value

through other comprehensive income.

Financial assets at fair value through profit or loss are subsequently carried at fair value. Gains or losses arising from
changesinthe fair value of the financial assets at fair value through profit or loss category are recognized in the profit or
loss inthe period in which they arise.

4.2 Financial assets in the statement of financial position
4.2.1 Cash and cash equivalents

Cashand cash equivalentsinclude cash on hand and in banks, and all highly liquid deposits and securities with original
maturities of three months or less, and exclude all overdrafts. These financial assets are exposed to credit risks, for which
see more detailsin Note 5.1.2. Noimpairment had to be recognized for any of these balancesin the reported years.

12.31.2020  12.31.2021

L0711 o 1o T - 2T 133 97
Cashinbank (demand depoSits) .....cccceererererererererereieee e 14,556 13,312
Bank deposits with original maturities less than 3 months.........ccccceeevrecnene - 54
Cash and cash equivalents 14,689 13,463
Averageinterest rates 12.31.2020 12.31.2021

(07 TS1a 1o AT - 2T 0.00% 0.00%
Cashinbank (demand deposits)........ceeceererreereieriereseee e 0.07% 0.10%
Bank deposits with original maturities less than 3 months..........ccccceeeeeeee. 0.00% 0.00%
Averageinterest rate 0.07% 0.10%
Cash and cash equivalents by currency 12.31.2020 12.31.2021

EU R ettt et b e s bbb b e ne e e e aeneana 4,480 6,806
MEKD ..ttt et e s b e et be e st b b e et be s et eaene s eneneneana 6,798 2,962
HUF ettt e bbb st ean e nenannnnnns 2,582 2,397
O R 655 1,007
L 1 T 162 255
4 1 RS 12 36
Total 14,689 13,463
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[N o) T\ F= Vo =T [o] o= U 10,836 9,257
HUNGAIY 1ttt st s 3,082 3,052
Other COUNLIIES....ccveieeeieeeeeee ettt st st ese e ae e ae e eneeneneenans 771 1,154

4.2.2 Tradereceivables

4.2.2.1 Trade receivables — carrying amounts

Trade receivables from third parties.......ccceeveercevieniescesce s 152,390 152,644
Trade receivables from Deutsche Telekom Group companies........ccceeeueeee. 6,465 5,543
Trade receivables from associates and joint ventures........oeveeeeeeeeeecereeereenes 2 -

Age profile of Trade receivables

The following tables show the age profile of the Group’s trade receivables by country of operation by days outstanding
(past due). The carrying amounts of past due receivables are shown net of impairment losses charged as of the financial
statement dates.

Hungary.....ccoovvuennnee 140,838 121,774 15,320 2,039 542 572 408 183
North Macedonia....... 15,816 12,587 1,888 313 109 171 278 470
Other countries........... 1,533 1,204 241 20 51 10 7 -

Hungary....ccceeeeeeeeenee 141,356 126,616 10,966 2,337 470 494 351 122
North Macedonia........ 16,117 12,788 1, 801 377 112 216 255 568
Other countries........... 1,384 1,068

The vast majority of trade receivables isimpaired on a portfolio basis. The vast majority of past due trade receivablesis
partly or fully impaired depending on the period of delay of payments.
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4.2.2.2 Impairment losses of trade receivables and contract assets

The table below shows the impairment losses and changes of trade receivables therein for 2020 and 2021.

Impairment loss, beginning of PErod .....c.cceieeeesererecerere e 30,693 28,978
Charged to expense — net (included in Direct COStS)....courueuereerrcrereereraenenens 7,272 9,450
Translation diffErENCE....oiiieeee e s 1,112 133
UBIHZEA ettt ee e es et se e eeesennnas (10,099) (7,226)

The table below shows the impairment losses and changes of contract assets therein for 2020 and 2021.

Impairment loss, beginning of PEriod .......cccovreerrreeie e 1,728 2,215
Charged to expense — net (included in Direct COStS).....vreerrereerereerereenenens 2,445 1,562
Translation diffEreNCe.... .o 52 8
0] =Y TP (2,010) (1,577)

The table below includes the impairment losses and the changes therein in 2020 and 2021 for the countries of operation
of the Group.

[ V0T T U 2R 18,385 9,816 1 (7,285) 20,915
North Macedonia ......ccceeeeverierienene 12,589 1,089 141 (1,403) 12,416
Other CouNtrieS.....eveeeeeeeeeeeereeeeenas 219 107 1 (115) 212

HUNGArY .o 20,870 8,734 5 (11,224) 18,385
North Macedonia .....ccccceerererurenenene 11,346 980 1,139 (876) 12,589
Other couNntries....ococeeeereeecerereenns 205 3 20 9 219

(a) Utilized means reversed on derecognition (settlement, write-off or factoring).

Seealso Note 5.1.2 for further analysis of credit risks related to Trade receivables.
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4.2.3 Otherfinancial assets

Other financial assets include receivables due within 12 months (current) and due after 12 months (non-current) from the
end of the reporting period (financial statement date). These financial assets are exposed to credit risks, for which see
more detailsin Note 5.1.2. The impairment loss recognized or reversed for other current and non-current financial assets
is not material.

4.2.3.1 Other current financial assets

12.31.2020 12.31.2021

Bank deposits with original maturities over 3 months........cccecvevvereeenene. (@) 2,925 4,061
Receivables from asset-related grants .........ccceeeeeeeeeeereceeeee e (b) 4,794 3,507
Finance lease reCeiVable.... ..o (c) 315 331
Derivative financial instruments contracted with related parties............ (d) 13,818 300
CashPOOL rECEIVADLES......cceeveeeeeeeceeeeeece et (e) 19,768 -
(@ 1T 867 1,220
Total 42,487 9,419

For the explanations of (a)-(e) points see Note 4.2.3.2.

4.2.3.2 Other non-current financial assets

12.31.2020  12.31.2021

Derivative financial instruments contracted with related parties............ (d) 6,878 16,415
EQUItY INSTTUMENTS ....c.eeeeecceccc et Q) 2,032 2,473
Finance lease reCeivable.... ..ottt (c) 836 565
] T=Y OO T 868 730
Total 10,614 20,183

(a) Bank deposits with original maturities over 3 months were deposited in North Macedonia predominantly in euro. They
amounted to HUF 4,061 million as at December 31, 2021 (2020: HUF 2,925 million).

(b) Starting from 2016 HUF 11.7 billion of EU funds were utilized by Magyar Telekom. The first and second rounds of a
tender aimed the developing digital networks nationwide to cover households in Western and Eastern parts of
Hungary with a fixed network capable of reaching a speed of atleast 30 Mbps. The Company received HUF 8.2 billion
grant related to EU fund in advance from which HUF 12 million has not been used yet. The Company accomplished a
number of investments which complied with the condition of the related EU Funding Contracts. With respect to these
completed investments the amount of the grant which has not been financially settled yetis presented as receivable.
For those investments where the conditions have not been satisfied yet, the advances received are shown as part of
Other current liabilities (Unused advance payments for asset related grants).

12.31.2020  12.31.2021

Accumulated grantrecognized iNPPE........ccoi e 11,599 11,683
Accumulated advance payments received (Note 14) ......coeeeeucreeeerecreenne. 6,826 8,188
Unused advance payments for asset-related grants (Note 14) ........ccu....... 21 12
Asset-related grants receivables. ... 4,794 3,507

(c) SeeNote 17.2.1 for more information on Finance lease receivable.

(d) Derivative financial instruments contracted with related parties include the fair value of open currency forwards and
cross-currency interest rate swaps (see more detailsinNote 4.5.1.1,5.1.1.1and 5.1.1.2).
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(e) The aggregate balance of the cashpool was a receivable (HUF 19,768 million) as at December 31, 2020 which also
included cashpool liabilities (HUF 266 million). The table below shows the currency breakdown:

31.12.2020 Carryingamount Borrower Currency Effectiveinterestrate Fixed/floating
14,480 DTAG HUF 0.50% floating
5,554 DT AG EUR 0.00% floating
(266) DTAG usb 0.34% floating
Due within 1 year ......c.ceceeeseueae 19,768

The aggregate balance of the cashpoolisa liability (HUF 8,333 million) as at December 31,2021. For further
information see note 4.4.1.

(f) Equity instrumentsinclude investmentin E2 Hungary Zrt. based on the agreement with MET Holding AG (see Note
11.3 for more information) as well as other insignificantinvestments in equity securities.

4.2.3.3 Trade receivables over one year

Trade receivables over one year (HUF 18,953 million as at December 31, 2021 and HUF 18,566 million December 31,
2020) include receivables from customers paying over one to two years in installments for telecommunications

equipment sold. The impairment losses of trade receivables over one year amounted to HUF 2,273 million as at December
31,2021 (2020:HUF 1,378 million). For further information see Note 3.3.

4.3 Financial liabilities — accounting policies

There are two measurement categories for financial liabilities used by the Group:

= Financial liabilities carried atamortized cost
=  Financial liabilities at fair value through profit or loss

No reclassification between categories has been made in the past and no reclassifications are expected in the future. Both
types of financial liabilities are initially recognized at fair value, while subsequent measurements are different (see below).
A financial liability is derecognized (or a part of a financial liability) from the Statement of financial position when, and only
when, itis extinguished —i.e. when the obligation specified in the contractis discharged, cancelled or expired.

4.3.1 Financial liabilities carried at amortized cost

The measurement category for “financial liabilities measured at amortized cost” includes all financial liabilities not
classified as “at fair value through profit or loss”.

Loans and other financial liabilities

Loans and other financial liabilities are recognized initially at fair value less transaction costs, and subsequently measured
atamortized costs using the effective interest rate method. The effective interestis recognized in the Profit for the year
(Interest expense) over the period of the liabilities.

Trade and other payables

Trade and other payables (including accruals) are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method.

Bonds

Bonds are recognized initially at fair value less transaction cost and subsequently measured at amortized cost using the
effective interest rate method under IFRS 9.

4.3.2 Financial liabilities at fair value through profit or loss
Derivative financial instruments and call option of MET Holding AG and contingent considerations are measured under at

fair value through profit or loss model. The Group currently has no intention of measuring non-derivative financial
liabilities at fair value. Contingent consideration recognized by the Group as acquirer ina business combination to which
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IFRS 3 applies will subsequently be measured at fair value through profit or loss. The Group does not apply hedge
accounting, therefore all derivatives are measured at fair value through profit or loss.

Derivatives are initially recognized at fair value at the date a derivative contractis entered into and their fair values are re-
measured at subsequent balance sheet dates. Magyar Telekom does not apply hedge accounting for its financial
instruments, therefore all gains and losses are recognized in the Profit for the year (Other finance expense — net).

4.4 Financial liabilities in the statement of financial position
4.4.1 Financial liabilities to related parties

Financial liabilities to related parties include HUF and EUR-denominated loans taken from DT Group. In addition, for the
whole nominal amount and interest payment of loans denominated in EUR granted by Deutsche Telekom International
Finance B.V. (DTIF) and DT AG we have cross-currency interest rate swap agreements in place (with DT AG) so that
Magyar Telekom’s exposure in fact remainsin HUF. The loans and the related swap agreements are accounted for and
disclosed ona gross basis. For further information please see Note 32.1.1.

The tables below show the details of the financial liabilities towards Deutsche Telekom Group members as at December
31,2021 and 2020.

Effective

Carrying interest Fixed / Original

12.31.2021 amount Lender Currency rate(%) floating Maturity term

29,520 DTAG EUR 0.00 floating July2022  1lyear

1,579 DTAG usD 0.34 floating  Cashpool  N/A

5,596 DTAG HUF 1.98 floating  Cashpool  N/A

1,158 DTAG EUR 0.27 floating  Cashpool  N/A
Due within 1 year 37,853
Accrued interest......ococeeeeverereererenennn. 130
Other financial liabilitieS....c.ccoeeeerererenns 84
Derivatives ...oeeeeeeeeeeeeereeeee e 20
Totalcurrent 38,087

44,280 DTAG EUR 0.30 floating May 2024 Syears
46,125 DTAG EUR 0.52 floating Jan2025 Syears

Non-current 90,405
Derivatives .....ccceceececceeeeececceec e -
Totalnon-current 90,405

AsatDecember 31,2021 current liabilities exceed current assets by HUF 63,465 million, primarily due to frequency fees
payable together with the short-term loan facilities received from DT AG that were taken to finance working capital and
daily ongoing activities. Management believes that short-term liabilities from DT AG will be refinanced in a similar manner
to previous years. Financing needs will also be covered by cash flows generated by operating activities and third party
creditline facilities (see Note 5.1.3).
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Effective
Carrying interest Fixed / Original
12.31.2020 amount Lender Currency rate(%) floating Maturity term

47,473  DTIF EUR 1.99 fixed Jan2021 6years
48,491 DTIF EUR 1.60 fixed  July2021 Syears

Due within 1 year 95,964
Accrued intereSt.....uvinenrcerienseecenceenens 2,307
Other financial liabilities......c.cceceeuenen.e. 66
Derivatives ...cucverceecererereeee e 13
Total current 98,350

43815 DTAG EUR 0.41 floating May 2024 S5years
45,641 DTAG EUR 0.58 floating Jan2025 Syears

Non current 89,456
Derivatives .....coeeeeeeeeeeeeeeeeeeeeeeeeee -
Totalnoncurrent 89,456

The table below shows the carrying amounts and fair values of the related-party loans.

12.31.2020 12.31.2021
Book value Fairvalue Book value Fair value

HUF denominated loans
AtfiXed rate ..o - - - -

Atfloating rate...ccceceeceeceeceececececeec e - - 5,596 5,596
- - 5,596 5,596

EURdenominated loans
PN DT - = 95,964 95,964 - -
Atfloating rate....ccceeeeeeeeceeeceeeceeeeceeecienns 89,456 89,456 121,083 121,083

185,420 185,420 121,083 121,083
USD denominatedloans
PN 10 =10 I =1 (T - - - -

Atfloating rate....ccccececeeceeceeceeseeceeceesesesens - - 1,579 1,579

- - 1,579 1,579

Accrued intereSt. . rereeereeeee e e seeneens 2,307 2,307 130 130
Other financial liabilities......ccceeeercerceeseeceeenne 66 66 84 84
DEriVatiVeS ..ccceeeeereeeee et 13 13 20 20
Total related-partyfinancial liabilities........... 187,806 187,806 128,492 128,492

The weighted-average interest rate on related-party loans was 0.38% in 2021 (1.17% in 2020). Any decrease in market
interest rates will resultin anincrease in the fair value of the fixed interest rate liabilities.

Derivatives contracted with related parties include cross-currency interest rate swaps and FX forwards concluded with DT
AG to change the Group’s exposure to HUF in the case of the EUR-denominated loans and to cover FX needs of expected
future foreign currency outflows. There were no defaults or breachesin connection with the financial liabilities to related
parties.

4.4.2 Bonds
In 2020 Magyar Telekom has initiated a review of its external funding framework in order to diversify and enhance the
maturity profile of the Company’s debt portfolio. Accordingly, the Company participated in the Bond Funding for Growth

Scheme (“Scheme” or “BGS”) of the Central Bank of Hungary (“MNB”) and obtained funding sources with competitive
pricing.

In order to increase the liquidity of the corporate bond market, the MNB launched Scheme from July 1, 2019,
supplementing its unconventional monetary policy tools and the fixed Growth Loan Program.
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The proceeds of the bonds are used to fund investments into the fixed and mobile network roll-out and modernization
(including the acquisition of new frequencies).

Theissued bonds amounted to HUF 70 billion at face value were purchased for a total purchase price of HUF 70.83 billion
by the attendees at the closed auction on November 24, 2020. The total purchase price was transferred to the Company
by the attendees on November 26, 2020. Subsequently Magyar Telekom 2027 HUF Bonds were listed on the BSE XBond
multilateral trading platform on December 17,2020 and are available for trading in the XBond platform from December
21,2020 (first trading day). The table below shows the main parameters:

Bond code Magyar Telekom 2027 HUF Bond
Bond expiries:

HUF 35 DillioN e November 26,2026

HUF 35 DillioN e November 26,2027
INTErESt TYPE ceeereee e Fixed interest
Coupon (Nominalinterest rate) ........cocoeeeeeeeerrrereecnns 1.45%
R 1= Lo P 1.2579%
Effectiveinterestrate......ccooececeecececececeecececeee, 1.95%

In 2021 the carrying amount of bonds HUF 68,215 million (in 2020 HUF 67,204 million). For further information please see
Note 4.4.3.3and 15.

4.4.3 Otherfinancial liabilities
4.4.3.1 Other financial liabilities - Balances

The tables below show the current and non-current balances of Other financial liabilities.

12.31.2020  12.31.2021

Frequency fees Payable.... ..o (a) 4,771 49,759
Debtor OVerpaymMeNt.. ... e 1,309 1,394
Contingent consideration liabilities ........ccccoeeeeeeeeeeeeee e (b) 177 150
ORI oo eeeeee e eeeeeeese e eeeesseeeseseeeeesesseseeeesesseseeseeeseessseeeeseeeseesennens 5,947 4,123
Total other financial liabilities — current 12,204 55,426

12.31.2020  12.31.2021

Frequency fees Payable...... et (a) 71,313 106,323
Contingent consideration liabilities .........cccocceueeerercreeieee e (b) 250 -
OB ettt ettt ettt ettt e et ettt et et se s st ettt bbb be s s e nene 2,600 2,908
Total other financial liabilities — non-current 74,163 109,231

There were no defaults or breaches in connection with other financial liabilities.

(a) The present value of the future annual band fees payable is recognized as part of the carrying amount of the licenses
asintangible assets, with corresponding current and non-current financial liabilities.

New frequency blocks were acquired in January 2021, which entitled Magyar Telekom for the usage of these from
April 2022 until March 2042. A one-time spectrum fee amounted to HUF 44.22 billion is required to pay for these
frequency blocks, and this paymentis due in the first quarter of 2022, the present value of this fee (HUF 44.04 billion)
isalso disclosed among frequency fees payable. For more details see also Notes 3.5, 10.2,10.5and 34.2.

(b) Contingent consideration liabilities are recognized by Magyar Telekom as the acquirer in a business combination to
which IFRS 3 applies. They are measured at fair value through profit or loss.

4.4.3.2 Proceeds/repayments of loans and other borrowings

Cash proceeds/payments for related-party loans are included in the Proceeds from loans and other
borrowings/Repayment of loans and other borrowings line of the Statements of cash flows.
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4.4.3.3 Additional disclosure about changesin liabilities arising fromfinancing activities
The following table includes changes in net debt reconciled with their effects on the Consolidated statement of cash flows
inorder to enable users of financial statements to evaluate changesin liabilities arising from financing activities.

Changesin financial liabilities without cash movement are mainly due to the increase in liabilities related to annual band
fees (see Note 10.2), lease liabilities (see Note 9.2) and the FX effects of financial liabilities denominated mainly in EUR
and transactions where future cash flows are recognized at the present value of the annual fees payable.
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Related-party loans 187,793
Derivatives from related

parties 13
Frequency fees payable........ 76,084
Bonds 67,904
[T LYo [T — 132,532
Debtors overpayment... 1,309
Contingent consideration........ 427
Other financial liabilities ........... 8,547
-Less cashand cash

LYo [V L1VZ: (=YL (14,689)
-Less other current financial

assets (42,487)

Treasury share purchase

1,226

(5,040)
(3.464)
(1,015)
4,717)

85

(2,531)

1,757)

2,224

736
88,143
1,326
26,635
©7)
5,260

1,790

(180)

13,267

166,931

19,768

(223,436) - - -

- - (4,681) -

- - (20,04¢) -

- - (4,245) -

(10,215)

Dividends paid to Owners of the parent and Non-controlling interest

(18,788)
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128,472

20
156,082
68,215
134,404
1,394
150
7,031

(13,463)

(9,419)
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Related-party l0ans ... 208,426 - (8,284) 25,035 - 232,332 (269,716) - - - 187,793
Derivatives from related

parties 1,890 - - 850 (2,727) - - - - - 13
Frequency fees payable......... 42,744 - (3,235) 40,629 - - - - (4,054) - 76,084
Bonds - - - (2,930) - - - 70,834 - - 67,904
Lease Liabilities ... 111,997 - (5,407) 43988 - - - - (18,046) - 132532
Debtors overpayment.......c... 1,324 - (15) - - - - - - - 1,309
Contingent consideration......... 539 - - 8 (120) - - - - - 427
Other financial liabilities .......... 4831 - 389 5,209 1,132 - - - (3,014) - 8,547
-Less cashand cash

equivalents (13,398) (1,291) - - - - - - - - (14,689)
-Less other current financial

assets (8,996) - 1,298 (20,489) 1,905 (16,205) - - - - (42,487)
Treasury share purchase (5,218)

Dividends paid to Owners of the parent and Non-controlling interest (24,516)
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4.4.4 Trade payables

12.31.2020 12.31.2021
Payable to DT Group COMPANIES ......cueererereerererererseereraesesesesseseesesasseesesssseens 11,032 12,089
Payable toassociates and joint VENTUrES ... 2 1
Other trade Payables......ccceeeeceeeeeeecee e 137,292 129,941
Total 148,326 142,031

4.5 Additional disclosures on financial instruments
4.5.1 Financial assets and liabilities

The Group classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs used
in making the measurements. The fair value hierarchy has the following levels:

= quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1)

= inputsother than quoted pricesincluded within Level 1 observable for the asset or liability, either directly or
indirectly (Level 2)

= inputs for the asset or liability that are not based on observable market data (Level 3)

The levelinthe fair value hierarchy within which the fair value measurement is categorized inits entirety is determined on
the basis of the lowest level input that is significant to the fair value measurementinits entirety. The significance of an
inputis assessed against the fair value measurementin its entirety.

There was no transfer between Level 1 and Level 2 financial instruments.

Most of the financial assets and financial liabilities are measured at amortized cost, but fair value informationis also
provided for these. The fair values of these assets and liabilities were determined using Level 3 type information, except
for bonds. The initial fair value of the MT2027 bond was calculated based on Level 2 information as the bonds did not have
an active market. The discount rate was determined based onrelevant BIRS rates and a margin estimation based on
commercial bank offers during the auction. The fair value of financial instruments that are not traded on anactive market
is determined by using valuation techniques, mainly by applying the discounted cash flow method. The cash flow
estimations are based on the relevant underlying contracts and the discountrates are calculated based onthe interest
rate benchmarks applicable for the relevant maturities and currencies (BUBOR, BIRS, EURIBOR, EUR IRS). Foreign
exchange conversion is made based on central bank FX fixings (preferably that of the Central Bank of Hungary).

Level 2 informationis available to determine derivatives assets and liabilities. Level 1 informationis used for determining
fair value of equity instruments designated as financial assets at fair value through other comprehensive income, and fair
Values of equity instruments designated as financial assets at fair value through profit or loss, contingent consideration
liabilities, and liabilities on call options (where it is applicable under IFRS 9) are carried at fair value where the fair value
was determined using Level 3 type information.

The following tables include the carrying amounts and fair values of the Group’s financial assets and liabilities as at
December 31,2021 and 2020.
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4.5.1.1 Financial assets — Carrying amounts and fair values

Cashand cashequivalents.........ccccceeeucnce 13,463 - - - 13,463 13,463
Bank deposits with original maturities

OVEr 3 MONtNS...ueevieeeeeeeeee e 4,061 - - - 4,061 4,061
Trade receivables withinone year........... 158,187 - - - 158,187 158,187
Trade receivables overone year.............. 18,953 - - - 18,953 17,799
Derivative financial instruments

contracted withrelated parties............... - - 16,715 - 16,715 16,715
Finance lease receivable........ccceevrvennen. 896 - - - 896 881
Equity instruments......cccceeeeeceeeceeeeenen - 1,292 - 1,181 2,473 2,473
Receivables from asset-related grants.... 3,507 - - - 3,507 3,507
Other currentreceivables........cccoeeeeeencne 1,220 - - - 1,220 1,220
Other non-current receivables................. 730 - - - 730 979
Total 201,017 1,292 16,715 1,181 220,205 219,285

Cashand cashequivalents........ccccecuune.e. 14,689 - - - 14,689 14,689
Bank deposits with original maturities

OVEr 3MONtHS...cieeeeeeererere e 2,925 - - - 2,925 2,925
CashpPOOL.....ceueerueeerreeereeeeeeee et 19,768 - - - 19,768 19,768
Trade receivables withinone year........... 158,857 - - - 158,857 158,857
Tradereceivables over one year.............. 18,566 - - - 18,566 17,950
Derivative financial instruments

contracted with related parties............... - - 20,696 - 20,696 20,696
Finance lease receivable.........cccccueunn.en. 1,151 - - - 1,151 1,041
Equity instruments.......ccoeeeeeceeecerereenn - 839 - 1,193 2,032 2,032
Receivables from asset-related grants.... 4,794 4,794 4,794
Other currentreceivables.......cccoveervnnee. 870 - - - 870 870
Other non-current receivables................. 865 - - - 865 885
Total 222,485 839 20,696 1,193 245,213 244,507

Loans and receivables are measured at amortized cost, while equity instruments and held-for-trading assets are measured
atfair value. Fair value through profit or loss assets (Level 2) include derivatives the two classes of which are forward deals
(HUF 300 million) and cross currency and interest rate swaps (HUF 16,415 million). The fair values of those instruments
are based on a discounted cash flow method. The calculationis prepared by Magyar Telekom Plc. based on money market
interest rate curves, basis swap points and spot FX rates from Reuters database published on the last working day of the
reporting period. The present value of the expected future cash flows is discounted to the reporting date using money
market interest rates and basis swap points in the specific currency from Reuters and exchanged to HUF using the spot FX
rate. The difference between the HUF present value of the payable and receivable is accounted for as assets or liabilities.

Fair value through profit or loss financial assets (Level 3) include the investmentin E2 Hungary Zrt. The carrying values of
assets measured at amortized cost with short times to maturity approximate their fair values.

Equity instruments designated as financial assets at fair value through other comprehensive income include insignificant
investmentsin equity instruments, all measured at fair value, which is the North Macedonian stock exchange price of the
equity instruments.
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4.5.1.2 Financial liabilities — Carryingamounts and fair values

Financial liabilities torelated parties.......c..cc...... 128,472 20 - 128,492 128,492
Trade payables.....c.orencnnnereeeereee 142,031 - - 142,031 142,031
Frequency fees payable.......coooreererrcennccneene. 156,082 - - 156,082 145,425
2701 g0 £ 68,215 - - 68,215 58,070
Lease liabilities....covrererererrerereree e 134,404 - - 134,404 132,003
Debtors’ overpayment........ccoeeeercrerercenenccnieenn 1,394 - - 1,394 1,394
Contingent consideration liabilities .................... - - 150 150 150
Other current liabilities.....coveeeeeeereeeecrreeccreee 4,123 - - 4,123 4,123
Other non-current liabilities ......c.cceeeeeererereenene 2,764 - 144 2,908 2,961
Total 637,485 20 294 637,799 614,649

Financial liabilities torelated parties................... 187,793 13 - 187,806 187,806
Trade payables ....ccoeceecerererereecee e 148,326 - - 148,326 148,326
Frequency fees payable......cceoeevererererenesrenenn 76,084 - - 76,084 85,202
BONS ..o 67,904 - - 67,904 68,053
Lease liabilitiesS....uvrerererereiererereeverisee s 132,532 - - 132,532 140,320
Debtors’ overpayment.......cccoeeeeeererereerenerienens 1,309 - - 1,309 1,309
Contingent consideration liabilities .........ccccevune. - - 427 427 427
Other current liabilitieS.....coveeeeeeeeeeeeeeeeeeeee 5,947 - - 5,947 5,947
Other non-current liabilities .....ooeeeeeeveeeeeeeeeneen. 2,470 - 130 2,600 2,633
Total 622,365 13 557 622,935 640,023

Derivatives and liabilities from contingent consideration of a business combination and a liability ona call option where it
isapplicable are measured at fair value, while all other financial liabilities are measured at amortized cost.

Additional fair value information on the loans and other borrowingsis provided in Note 4.4.1. The carrying values of the
current financial liabilities measured at amortized cost approximate their fair values.
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4.5.1.3 Financial liabilities carried at fair value determined using level 3 type information

Financial instruments which are carried at fair value where the fair value was determined using Level 3 type information
are the contingent consideration liabilities and the liability pertaining to the call option under IFRS 9. The table below

includes the movements of these liabilities.

Opening balance atJanuary 1. .....cocoovreeenernneneseeeseseeeeseeeneas 539 557
Increase arising on call OPtioN ......ccceieerereeeerer e 139 -
Remeasurement

- recognized in profit or loss (net financial result) ..........ccceveeeneee. 1) 17
- recognized in statement of financial position..........ccccceeeeveeennee. - (100)
PaYMENT ...ttt nanan (120) (180)
Closing balance at December 31. 557 294

4.5.2 Items of net gains and losses arising on financial instruments

The tables below include net gains and losses arising on financial instrumentsin 2021 and 2020.

Equity instruments (Level 1).....coevevevenee - 443 - - - - 443
Equity instruments (Level 3)....oeveeeveveencne. - (11) - - - - (11)
Financial assets measured at amortized

COSE errereeeeeeeeeeseeeeeeeseeesseeseeeeeeeseeeeeeeesseeseseeeee 305 - (745)  (11,012) - (5,091) (16,543)
Financial liabilities measured at amortized

COST curtrereterere ettt (13,130) - (849) - - (48) (14,027)
FVTPL financial instruments (Level 2)....... - (3,988) - - 10,960 - 6,972
FVTPL financial instruments (Level 3)....... - @7 - - - - @7

Net gain/(loss) on financialinstruments. (12,825) (3,573) (1,594) (11,012) 10,960 (5,139) (23,183)

Equity instruments (Level 1)......ccceeeeunee. - 50 - - - - 50
Equity instruments (Level 3)......ccceecerenne. - 38 - - - - 38
Financial assets measured at amortized

(o]0 ST 262 - (1,965) (9,717) 3 (5,068) (16,485)
Financial liabilities measured at

amortized COSt..uumrmrrirerere e (12,315) - (24,458) - - (30) (36,803)
FVTPL financial instruments (Level 2)....... - 19,669 - - 2,441 - 22,110
FVTPL financial instruments (Level 3)....... - 1 - - - - 1

Net gain/(loss) on financialinstruments. (12,053) 19,758 (26,423) (9,717) 2,444 (5,098) (31,089)

The tables above include the amounts before capitalization of borrowing costs (see Note 24).

Impairment losses on Financial assets measured at amortized cost includes all expenses incurred or expected to be
incurred inrelation to the default of our customers and presented as a direct cost in the Statement of profit or loss and
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other comprehensive income. Before writing off or factoring, we impair the receivables to their recoverable amounts
through the use of animpairment allowance account, as a result of which the actual write-off or factoring of these
receivables resultsin no derecognition gains or losses.

The amount of Fee expense is mainly connected to transactional fees on financial realization of income (like white check
acceptance fee of Hungarian Post, VPOS relevant cost and other various commissions) and other bank charges type fees.

4.5.3 Offsetting financial assets and financial liabilities

For the financial assets and liabilities subject to enforceable netting arrangements, each agreement between the Group
and the counterparty (typically roaming and interconnect partners) allows for net settlement of the relevant trade
receivable and payable.

The following trade receivables and trade payables are subject to offsetting agreements and are presented after netting
inthe Consolidated statements of financial position.

12.31.2020 12.31.2021
Trade Trade Trade Trade
receivables payables receivables payables
Gross amounts of recognized financial instruments..................... 159,876 149,345 159,604 143,448
Gross amounts of financial instruments set off .........cccveeverevennne. (1,019) (1,019) (1,417) (1,417)
Net amounts of recognized financial instruments presented in
the statement of financial position 158,857 148,326 158,187 142,031

4.5.4 Otherdisclosures about financial instruments

Magyar Telekom is also exposed torisks that arise from the possible drawdown of guarantees thatin aggregation
amounted to a nominal amount of HUF 14.7 billion as at December 31, 2021 (2020: HUF 14.8 billion). In January 2021,
Magyar Telekom successfully participated in the auction procedure for the entitlements of frequency use of the 900 MHz
and 1800 MHz frequency bands, the precondition of this was the issuance of additional guarantees. The guarantees were
issued by banks on behalf of Magyar Telekom as collateral to secure the fulfillment of the Group’s certain contractual or
tender related obligations. The Group has beendoing its best to deliver onits contractual obligations and expects to
continue to doso inthe future. Even so disputes may emerge from time to time with the partners and sometimes these
can result the drawdown of the guarantees. Such utilization of the bank guarantees happened inan amount of HUF 133
millionin January 2022 whichis not related and has no significant effect on the solvency of the Group. For more
information see note 4.4.3.1.

Magyar Telekom does not hold any material collateral of its financial assets.

There were no other financial assets or liabilities, which were reclassified into another financial instrument category. No
financial assets were transferred in such a way that part or all of the financial assets did not qualify for derecognition. The
Group does not have compound financial instruments with multiple embedded derivatives.
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S FINANCIAL RISK MANAGEMENT

5.1 Financialrisk factors

Magyar Telekom Plc. is primarily exposed to credit risks related toits financial assets. In addition, the Group is also
exposed to risks from movements in exchange rates, interest rates that affect the fair value and/or the cash flows arising
from financial assets and liabilities.

Financial risk management aims to limit these risks through ongoing operational and finance activities. Selected derivative
and non-derivative hedging instruments are also used for this purpose, depending on the risk assessment. Magyar
Telekom only hedges the risks that affect the Group’s cash flows, no hedges are concluded to hedge fair values.
Derivatives are exclusively used as hedging instruments, i.e., not for trading or other speculative purposes. To reduce the
counterparty risk, derivatives are generally only concluded with leading Hungarian or international financial institutions or
Deutsche Telekom. Nevertheless, hedge accounting is notapplied to such transactions.

The detailed descriptions of risks, the management thereof as well as sensitivity analyses are provided below. These
sensitivity analyses calculate with reasonably possible changesin the relevant risk variables and theirimpact on profit
before tax. The impacts disclosed below for the reported periods are subject to an average effective income tax rate of
approximately 25%, i.e. the impact on Profit for the year would be approximately 75%of the pre tax amountina year that
is free from significant one-off non-deductible pre-tax impacts and significant changes in tax legislations. The potential
impacts disclosed (less tax) would be the same on the Group’s Equity.

There were no major changes in these risks compared to the previous reporting period.
5.1.1 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk:

= foreigncurrency risk;
= interest raterisk;
= pricerisk.

The fundamentals of Magyar Telekom’s financing strategy are established each year by the Board of Directors. The
Group’s policy is to borrow centrally using a balanced combination of medium-term and short-term loans and bonds, and
fixed and floating interest rates on those liabilities. The Board of Directors has approved two debt protectionratio KPls,
and monitors their fulfillment annually. At the end of 2021 Magyar Telekom fulfilled both criteria; Total Debt to EBITDA
ratio of 2.15in2021 (2020: 2.10), while the allowed maximum can be 2.8 and EBITDA to Net financial result ratio of 17.58
in2021,(2020:9.47), while the allowed minimum can be 3.0. The Group during the implementation of the finance policy
and the financial risk management, determine and continuously monitor the foreign exchange, liquidity and counterparty
risk management guidelines.

Magyar Telekom is exposed tointerest and foreign exchange (FX) rate risk associated with its interest bearing assets and
liabilities and anticipated transactions. As the vast majority of the revenue and expenses of the Hungarian entities arise in
HUF, the functional currency of the Hungarian entities of Magyar Telekom is HUF. Consequently, Magyar Telekom's
objective is to minimize the level of its financial risk applying HUF terms.

For the presentation of market risks, we also provided sensitivity analyses that show the effects of hypothetical changes
of relevantrisk variables on Profit before tax. These hypothetical changes were modeled to present a reasonably possible
changeinthe relevantrisk variables. The periodic effects are determined by relating the hypothetical changes in the risk
variables to the balance of financial instruments at the end of the latest reporting period (2021) and the preceding
reporting period (2020). The balances at the end of the reporting period are usually representative for the year as a whole;
therefore the impacts are calculated using the year end balances. The methods and assumptions used in the sensitivity
calculations did not change significantly compared to the previous period. As a result of the still rather volatile
international capital and securities markets, higher fluctuations of the FX and interest rates are also possible.
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5.1.1.1 Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changesin FX rates. Currency risks primarily arise on financial instruments denominated in a currency thatis not the
functional currency of the given operating segment of the Group. Differences resulting from the translation of the foreign
subsidiaries’ financial statements into the Group’s presentation currency are not taken into consideration. Relevant risk
variables are generally all non-functional currencies in which Magyar Telekom has financial instruments.

The Hungarian Forint depreciated by approx. 1%against the euroin 2021. In 2019 and 2020 the forint was fluctuating ina
8-12% range against the EUR, in 2021 this range narrowed slightly to approx.7%.

In order to mitigate FXrisk in the case of FX denominated financial instruments, Magyar Telekom minimized its foreign
currency borrowingsinthe past years or covered them with derivative instruments to substantially reduce FXrisk. The
corporate bond is HUF denominated and thus no foreign currency exposure arises related to this instrument.

FXrisks arising on loans andrelated swaps with DTAG

Several related party loans taken to finance general needs of the Group from Deutsche Telekom AG (DT AG) and or its
financing vehicle, Deutsche Telekom International Finance B.V. (DTIF) are denominated in EUR, while, at the same time,
cross-currency interest rate swaps or FX swaps are concluded with Deutsche Telekom AG to fix the actual cash flows of
Magyar Telekom in HUF. Even though the Group does not apply hedge accounting, the change in the HUF/EUR exchange
rate has limited (net) impact on profit or loss and equity related to the hedged loans and the hedging transactions
together.

Sensitivity analysis

A reasonably possible strengthening or weakening of the EUR inthe table below against HUF as at the end of the reporting
period would have affected the measurement of loans denominated ina foreign currency and increased (+)/ decreased (-
equity and profitor loss by the amounts shown below. This analysis assumes that all other variables, in particular interest
rates, remain constant and ignores any impact of forecast sales and purchases. As the profit or loss effect would be the
same as the equity effect, only the formeris disclosed.

Profit or loss
Strengthening Weakening

12.31.2021

EUR/HUF (10% movement)

LOBIM weeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesesesessssssesssesssssssssesesessseseeseeseesseeesesemse e (11,993) 11,993
SWaAP AGTEEMENTS ..vvevevereteteteeeeeteeesesesesssssesesssssssesssssssssssssssesssnssssssssnsssnsnsnsssnes 12,242  (12,242)
Net effect 249 (249)
12.31.2020

EUR/HUF (15% movement)

OB weveeeeeeeeeeeeeeeeeeeeeeeeeeeeseesesssesessesssessssessssesseseseseeeeseeesesseeseeesee e (27,813) 27,813
SWAP AGTEEMENTS ..e.viveveteteteretetetetetetetesesesesese e e e sesesesesesesssessss s s s s s s s asasasasanaes 28,747  (28,747)
Net effect 934 (934)
Other FXexposure

The remaining FX exposure of Magyar Telekom is mostly related to (i) holding foreign currency cash balancesinits
subsidiaries in the Southern and Eastern Europe region, and (ii) operating activities through revenue from, and payments
to, international telecommunications operators as well as (iii) capital and operating expenditure contracted with vendors
inforeign currency. In line with currency hedging policy, the Company holds sufficient amounts of foreign currencies on
its bank accounts or buys foreign currencies through FX forward transactions, the amounts of which are determined
considering the balance of short term FX denominated trade and leases payables and trade receivables in the next period
inorder to hedge the currency risk arising in connection with those assets and liabilities. The Group’s foreign currency
denominated liabilities (other than the above described loans) exceed the Group’s foreign currency denominated assets,
therefore changesin the functional currencies’ exchange rates would have the following impact on the profit of the Group.
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In order to reduce the above exposure, Magyar Telekom occasionally enters into derivative contracts. The positive fair
value of the related open short-term forward positions was HUF 0.2 billion asset as of December 31,2021 (2020: HUF 0.5
billion asset). These positions were opened to mitigate the FX risks of future FX payments exceeding FX income.

Sensitivity analysis

A reasonably possible strengthening or weakening of the currenciesin the table below against HUF and MKD as at the end
of the reporting period would have affected the measurement of financial instruments denominated ina foreign currency
and increased (+)/ decreased (-) equity and profit or loss by the amounts shown below. This analysis assumes that all
other variables, in particular interest rates, remain constant and ignores any impact of forecast sales and purchases. As
the profit or loss effect would be the same as the equity effect, only the former is disclosed.

Profit or loss

12.31.2021 Strengthening Weakening
EUR/HUF (10% movement)

Net balance of FX denominated trade payables, trade and financial

receivables plus bank DalanCes.......cuceceeeeeeeeee e (3,098) 3,098
Related forward agreEMENTS.........coveveveeeeeeeeeeeeeeee et ee et ee e e e e e e eeesetesesenas 4,356 (4,356)
Net effect 1,258 (1,258)
USD/HUF (15% movement)

Net balance of FX denominated trade payables, trade and financial

receivables plus bank DalanCes.......overrrererers st (351) 351
Related forward agreEMENTS.......covoweeeeeeeeeeeeeeeeeeee ettt ee e eeeaeseaesenas 722 (722)
Net effect 371 (371)
EUR/MKD (10% movement)

Net balance of FX denominated trade payables, trade and financial

receivables plus bank DalanCes.......ovrrrrreresr st 554 (554)
Related forward agreements.... ..o e eeeceereeesece e - -
Net effect 554 (554)
USD/MKD (15% movement)

Net balance of FX denominated trade payables, trade and financial

receivables plus Dank DAlANCES.......uwirrerreererrnrerer e 20 (20)
Related forward agreemMeNnts........ccecececeeee e - -
Net effect 20 (20)
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Profit or loss
12.31.2020 Strengthening Weakening
EUR/HUF (15% movement)
Net balance of FX denominated trade payables, trade and financial
receivables plus bank balanCes.........ccoeeueueeeeeiereeeceeeeeee et (4,304) 4,304
Related forward agreEMENTS.......coueveveeeerererererererererese st s st s s s s e sesssseseseens 3,173 (3,173)
Net effect (1,231) 1,131
USD/HUF (15% movement)
Net balance of FX denominated trade payables, trade and financial
receivables plus bank DalanCes.......cueeeeeeeeeieeeeeecece e (148) 148
Related forward agreEmMENTS........occueveeeeeeeeeeeeeeeeee ettt ee et ee e eaesesesesenes 1,978 (1,978)
Net effect 1,830 (2,830)
EUR/MKD (15% movement)
Net balance of FX denominated trade payables, trade and financial
receivables plus Dank DalanCes........cvurrereerrirnee e 47 (47)
Related forward agreemMeNts......ccoeeceeeeeereeeereees et - -
Net effect
USD/MKD (15% movement)
Net balance of FX denominated trade payables, trade and financial
receivables plus bank DalanCes.......ov st 9 9
Related forward agreemMeNts......ccoeceeeeeereeiesees st - -
Net effect ) 9

Asaresult of the volatile international capital and securities markets, even a more than 10% fluctuation of the functional
currency HUF against EUR and a more than 15% against USD is possible while a more than 10% fluctuation of the
functional currency MKD against the EUR and more than 15% against USD is possible as extraordinary market conditions
may cause extreme volatility on FX markets.

5.1.1.2 Interest raterisk

Magyar Telekomisalso exposed to interest rate fluctuations. Thisis due to the fact that changing interest rates affect the
fair value of the fixed rate instruments and also affect the cash flows through the floating rate instruments.

Changesin the market interest rates of non-derivative financial instruments with fixed interest rates only affectincome if
these are measured at their fair value. On the other hand, all financial instruments with fixed interest rates (which are
carried atamortized cost) are not subject to cash flow interest rate risk.

Changes inthe market interest rate of interest rate derivatives (interest rate swaps, cross-currency swaps) that are not
part of a hedging relationship as set out in IFRS 9 affect Other finance expense - net (net gain/loss from re-measurement
of the financial assets to fair value).

Changesin marketinterest rates affect the interest income or expense of non-derivative floating-interest financial
instruments for which no cash flow hedges are in place.

Financial assets

Excess cash of the Group’s Hungarian operationsis primarily used to repay loans, however, significant amount of cash of
the Group’s Macedonian subsidiary is mostly held in local banks. These amounts are deposited primarily on fixed interest
rate terms in order to minimize exposure to market changes that would potentially adversely affect the cash flows from
these instruments.
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Due to the extremely low interest rates, even a reasonably possible change inthe interest rates would not have a
significantimpact onthe Group’sinterest income.

Financial liabilities

Financial liabilities exposed to interest rate risk are primarily the related-party (DTIF, DT AG) and the related swap
agreementsin place. These loans are almost exclusively taken by the Company as the financing of the Group is managed
centrally. The analysis below describes the Group’s net exposure to the net interest rate risks related to the loans and the
related swap agreements.

As the vast majority of the debt portfoliois denominated in HUF, or swap agreements are in place so that the loans
payable are exposed to changes in HUF interest rates, the Group is mostly exposed to the HUF interest rate fluctuations
for its financial liabilities. To control thisinterest rate risk, a combination of fixed and floating rate debtis used. Fixed
interest-bearing debts (including loans swapped to fixed interest and excluding loans swapped to floating interest) made
up 81% of the Group’s total debtas of December 31,2021 (2020: 99.9%).

Cash flow sensitivity analysis for variable rate instruments

Floating interest-bearing debts (including loans swapped to floating interest and excluding loans swapped to fixed interest)
made up 19% of the Group’s total debt as of December 31,2021 (2020: 0.1%).

A reasonably possible change of 300 basis points ininterest rates during the reporting period (assuming the year-end
balance throughout the reporting period) would have increased (decreased) equity and profit or loss by the amounts
shown below. This analysis assumes that all other variables, in particular foreign currency exchange rates, remain
constant. Asthe profitor loss effect would be the same as the equity effect, only the formeris disclosed.

Profit or loss

300 bp 300 bp

increase decrease
12.31.2021
Floating rate iNStIUMENT........coveveeeceeeeeeeee et eeeaenan (3,848) 3,848
1= o T 2,712 (2,712)
Cash flow sensitivity (net) (1,136) 1,136
12.31.2020
Floating rate iNStrUMENT......cccoueeeeerereeer e snenas (2,692) 2,692
1 =Y o T 2,684 (2,684)
Cash flow sensitivity (net) (8) 8

5.1.2 Credit risk

Creditrisk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge anobligation.

The maximum exposure to credit risk as at the end of the reporting period are represented by the carrying amounts of the
financial assets in the Statement of financial position.

The vast majority of credit risks may arise in respect of Cash and cash equivalents, Bank deposits with original maturities
over three months and Trade receivables, most of which have short-term maturities.

In line with the Group’s risk management policy, Magyar Telekom Group companies make efforts to deposit the vast
majority of excess cashin banks rated at least BBB+ (or equivalent), or to get guarantees for these fixed -term deposits
from banks rated at least BBB+. We, however, also have current accounts in banks with lower ratings than this.

Cashand cash equivalents and Bank deposits with maturities over three months held in North Macedonia are primarily

denominated in MKD and EUR. Cash and cash equivalents and Bank deposits with maturities over three months deposited
in North Macedonia run higher counterparty risk, due to the small amount of internationally substantial financial
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institutions inthat country. In this way we diversify excess cash among the biggest and financially strongest local financial
institutions and decrease the maturity to a reasonable level. The total cash kept with North Macedonian banks amounted
to HUF 13.2 billion as of December 31, 2021 (2020: HUF 10.8 billion).

Concentrations of creditrisk relating to trade receivables are limited due to the large number of customers comprising the
Group's customer base and their dispersion across many different geographic areas and industries.

The following table contains the carrying amount of trade receivables broken down by country of operation (Note 4.2.2.1).
The vast majority of these balances are denominated in the functional currency of the countries of operations (HUF in
Hungary and MKD in North Macedonia).

At December 31,
2020 2021
[ [0 g Yo F- Y o T 141,356 140,838
[N Lo d AT\ - ToT =T [0 o - 16,117 15,816
) 0T 1,384 1,533

158,857 158,187

The amounts in the table above are shown net of provisions forimpairment losses. The annual bad debt expense of the
Group in 2021 was 1.6%(2020: 1.4%) of the consolidated revenue. For further information see Note 3.3.

There are varying credit checking practices applied across the members of the Group as described below.
Hungary

Credit checking at the time of the service requestis carried out automatically by the credit checking application. A variety
of checks including checking the bankruptcy list, the internal database of risky installation locations, the collection history
of the past six months, the outstanding debt and the joint database of debtors of the Hungarian mobile operators are
performed depending on the service to be used. The Fraud Detecting System monitors extreme usage and fraudulent
behavior of customers for mobile, fixed-line and Internet services. In the case of business customers, account managers
check if the customer has outstanding debts.

Dunning procedures are run automatically by the billing systems and include various reminder tools like SMS, reminder
message via Telekom APP, telephone calls, reminder letters, reminder emails, restricted service, termination letters and
disconnections. In the case of medium and large enterprises the dunning process starts manually (first reminder letter).
After the first step, this processis also automated. Based on the effective laws and regulations and over a minimum
overdue amount we apply varying and customized reminder procedures with specific deadlines to the different customer
groups. After the termination of the contractand depending on the expected success of the process, we combine the
different collection steps of selling the outstanding debt or initiating legal proceedings. All parts of the process are
regulated by internal directives.

North Macedonia

The process of managing the credit risk from operating activities includes preventive measures such as creditability
checking and prevention barring, corrective measures during legal relationship for example reminding and disconnection
activities, collaboration with collection agencies and collection after legal relationship as litigation process and court
proceedings. The overdue payments are monitored based on customer type, amount of debt, average invoiced amount
and number of disconnections. The creditrisk is controlled through credibility checking — which determines that the
customer is not indebted and the customers’ credit worthiness and through preventive barring —which determines the
credit limit based on the usual level of the customer’s previous traffic revenue. There is no concentration of risk in North
Macedonia either with any single customer or group of customers with similar characteristics. The proceduresin North
Macedonia ensure on a permanent basis that sales are made to customers with an appropriate credit history and thatan
acceptable level of credit exposure is not exceeded.
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5.1.3 Liquidity risk
Liquidity risk is the risk that an entity may encounter difficulty in meeting obligations associated with financial liabilities.

Prudent liquidity risk management implies maintaining sufficient Cash and cash equivalents and Bank deposits as well as
available funding through an adequate amount of committed credit lines. The Group finance management aims to
maintain flexibility in funding by keeping committed credit lines available. The undrawn credit lines amounted to HUF 43.5
billionas at December 31,2021 (2020: HUF 41.1 billion).

The following two tables summarize the maturity structure of Magyar Telekom’s financial liabilities including the interest
payable on those liabilities as of December 31, 2021 and 2020. As the majority of the financial liabilities are paid from the
cash generated from the ongoing operations, the maturity analysis of the financial assets as at the end of the reporting
periods (in comparison with the financial liabilities) would not be useful, therefore, is not included in the tables below.

12.31.2021 Total within 1year 1to5years after5 years
Trade payablesto third parties .......occoeeererrenrereec e 129,941 129,941 - -
Trade payablestorelated parties .......coeeeeeererrenne e 12,090 12,090 - -
Financial liabilities to related parties .......coceceeveeevecececeeeseeeenene 130,449 38,341 92,108 -
Lease liabilities. ..o v 160,186 27,361 71,969 60,856
27100 O 73,797 1,015 38,167 34,615
Frequency fee payable ... 199,103 54,447 35,885 108,771
Other financial liabilities.....ccoveeieeeeeeceeecee e 8,873 5,710 3,163 -
Total cash outflows 714,439 268,905 241,292 204,242

Open swap positions’ cash flows

Gross cashinflow inEUR MillioN......cccceeeeereeesiecereeeeceee e 251 1 250 -
Gross cash inflow in HUF million (at spot rate) .......cceveeveveeeeerenee. 92,619 369 92,250 -
Gross cash outflow in HUF million........cccceveevecieceeciecececececeenee, 86,974 1,910 85,064 -
Net cash inflow (+) / outflow (-) in HUF million ........ccceeeerurerenees 5,645 (1,541) 7,186 -

Open forward positions’ cash flows

Gross cashinflow inEUR MIllioN.......cceceiveieecesecece e 198 198 - -
Gross cashinflow inUSD MillioN ....ecveeeeeeeeeeeeeeeceeeeeeeee e 15 15 - -
Total gross cash inflow in HUF million (at spot rate)........cccueueeee. 77,948 77,948 - -
Gross cash outflow in HUF Million.......ccceeeeeveeeviceeceececee e 78,542 78,542 - -
Net cash inflow (+) / outflow (=) in HUF million .......cccceeeecrurennns (594) (594) - -
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12.31.2020 Total within 1year 1to5years after5years
Trade payablesto third parties .......oeeveererrerrierere e 137,292 137,292 - -
Trade payablestorelated parties ......coeeeeererrenee e 11,034 11,034 - -
Financial liabilities torelated parties .......c.ccoevveevievievcesiesecccereee, 190,877 100,119 90,758 -
Lease liabilitieS...currreererereeeerereeee ettt 162,131 26,299 73,603 62,229
BONGS e 74,502 1,015 4,060 69,427
Frequency fee payable ... 106,631 8,145 26,704 71,782
Other financial iabilities. .. .eoeeeeereeeeeeeeeeeceeeee e 10,527 7,446 3,081 -
Total cash outflows 692,994 291,350 198,206 203,438

Open swap positions’ cash flows

Gross cashinflow in EUR MillioN.......cceceieveseseese e 520 271 249 -
Gross cash inflow in HUF million (at spot rate) .......cccevevereeeeerenee. 189,618 98,820 90,798 -
Gross cash outflow in HUF million........cccceeveeveeieceeciececeeeeeeeenee, 174,480 87,505 86,975 -
Net cash inflow (+) / outflow (=) in HUF million ......cccceeeeeersnnseneas 15,138 11,315 3,823 -

Open forward positions’ cash flows

Gross cashinflow inEUR MIllioN.......cceceireeiecececece e, 298 298 - -
Gross cashinflow inUSD million ......cceeveeveeeeceeceeeeeceececeeeeeeeeee 15 15 - -
Total gross cash inflow in HUF million (at spot rate).........cccucueee.. 113,337 113,337 - -
Gross cash outflow in HUF Million.......cccecveeiieeceiceeeeececee e 110,940 110,940 - -
Net cash inflow (+) / outflow (-) in HUF million ..........ccccceuvurereecee 2,397 2,397 - -

The average maturity of Magyar Telekom’s debt portfolio was 3.25 years as at December 31,2021 (2020: 3.28 years). The
floating interest payments arising from the financial instruments were calculated using the last interest rates fixed before
December 31, 2021 and 2020. For further information see Note 4.4.1.

5.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concernin order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimum capital structure to
reduce the cost of capital.

The Company’s management proposes to the owners (through the Board) of the Company to approve dividend payments
or adopt other changesin the Company’s equity capital in order to optimize the capital structure of the Group. This can be
achieved primarily by adjusting the amount of dividends paid to shareholders, or alternatively, by returning capital to
shareholders by capital reductions, selling or buying own shares.

In 2021 the Board of Directors of Magyar Telekom approved HUF 15,311 million dividend (HUF 20,855 million dividend in
2020), and the Company’s Board recommends to declare a HUF 15,000 million dividend at the April 2022 Annual General
Meeting.

In addition to the above, according to Hungarian Civil Code, Magyar Telekom Plc. has to ensure that the Company’s Equity
inthe separate financial statements does not fall below two thirds of its Common stock. The Company isin compliance
with this regulation, and no such statutory regulation exists for the consolidated equity.

The equity capital, which the Group manages, amounted to HUF 693 billion on December 31,2021 (2020: HUF 658
billion).
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6 INCOME TAX

6.1 Income taxes — accounting policies

Income tax expense comprises current and deferred tax. Itisrecognized in profit or loss except to the extent thatit relates
to a business combination, or items recognized directly in equity or in other comprehensive income.

6.1.1 Current taxes

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year and any
adjustment to the tax payable or receivable in respect of previous years. The amount of current tax payable or receivable
is the best estimate of the tax amount expected to be paid or received that reflects uncertainty related toincome taxes, if
any. It is measured using tax rates enacted or substantively enacted at the reporting date. Current tax alsoincludes any
tax arising from dividends. Current tax assets and liabilities are offset only if certain criteria are met.

Income taxes are comprised of corporate income taxes and other income taxes.
6.1.1.1 Corporate income taxes

Corporate income taxes are payable to the central tax authorities of the countries in which the Group’s consolidated
entities operate. The basis of the tax is the taxable entities’ accounting profit adjusted for non-deductible and non-taxable
items. The nominal tax rates and the determination of the tax bases vary among the countries in which the Group
operates.

6.1.1.2 Otherincome taxes

Other income taxes include certain local and central taxes levied in Hungary on the companies’ net margins, usually
determined at a substantially higher level than the corporate tax base, but applying a significantly lower tax rate.

6.1.2 Deferred taxes

Deferred tax is recognized on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the Consolidated financial statements.

Deferred tax is not accounted for if it arises from initial recognition of an asset or liability ina transaction (other than a
business combination) that at the time of the transaction affects neither accounting nor taxable profit.

Deferred tax is determined using income tax rates that have been enacted or substantially enacted by the financial
statement date and are expected to apply when the related deferred tax assetis realized or the deferred tax liability is
settled.

Deferred tax assets are recognized to the extent that itis probable that future taxable profit (or reversing deferred tax
liabilities) will be available against which the temporary differences can be utilized.

Deferred tax is measured at the tax rates that are expected to apply to temporary differences when they reverse using
income tax rates enacted or substantially enacted at the reporting date.

6.2 Income taxesin the Consolidated Statement of profit or loss and other comprehensive income

The table below shows the income tax expenses charged in the Profit for the year.

Income tax expense 2020 2021
Corporate iNCOME taX....cuiereereeeereeste e e e 3,028 3,831
Other iNCOME TaXES. . ueteeeseeeereerte e e e enean 9,212 9,514
Deferred iNCOME tAXES...cuuiieeereeeeeteeteete et b 2,355 2,921

Total 14,595 16,266
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6.2.1 Tax expense reconciliation

The reconciliation between the reported income tax expense and the theoretical amount arising from applying the
statutory income tax ratesis as follows:

2020 2021
Consolidated IFRS profit beforeincome taX......c.ccoevvevvivevienieiniccnenns 60,912 79,113
TAX AEO% wevvrrrreeseeseesssssssseemmeesesssssseeeseessssssssssssseesessesesssseeeseessssssssssseee (5,482) (7,120)
Impact of different tax rates......oeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e (a) (146) (164)
Tax shield of items not subject to iNCOME taX .....ccceeeveeueueeeeerrereneeeenene. (b) 215 410
Tax impact of non-deductible iteMS......cccvvverrreneeee e (c) (810) (743)
Other INCOME TAXES ...veveeerrererereeeeeeeeseeesesesssssssesssnssssssssssssssssssnssnssssenes (d) (9,212) (9,514)
Impact of tax deductibility of otherincome taxes........ceceeeeeeeeeveeencee. (e) 829 856
(De)/recognized deferred tax ontax [0SSES........ccueeeeeeerereeeenereenenennes 6] (4) -
Investment tax credit aCCretioN. ......ceveeeeereeeeeereeee e (9) 15 9
Income tax expense (24,595) (26,266)
Effective taXx rate. . e 23.96% 20.56%

For explanations (a)-(g) see as follows.

(a) Thisline of the reconciliation includes the tax impacts of the different tax rates of the foreign countries where the

(b)

(c)

(d)

(e)

(f)

(9)

Group isalso present through its subsidiaries. The corporate tax rate is 10% in North Macedonia, 16% in Romania and
10% inBulgariainthe reported years. This line of the reconciliation includes the tax impacts of the above differences
compared to the 9% general tax rate of Hungary applied to the profit before tax of the Group.

This line of the reconciliation primarily includes the tax shield impact of expenses, which are notincluded in the
consolidated profit before tax, but deductible when determining the standalone corporate income tax base. These
itemsinclude the depreciation of assets (or additional values of assets) which are not included in the assets of the
consolidated statements of financial position, and which are not considered in the deferred tax calculation.

This line of the reconciliation includes the negative tax impact of the expenses included in the consolidated profitand
loss, but non deductible when determining the standalone corporate income tax base. These items primarily include
the non deductible receivable impairment and write-downs and penalties.

Other income taxesinclude certain local and central taxes levied in Hungary on the companies’ net margins,
determined usually at a substantially higher level than the corporate tax base, but with substantially lower tax rates
(max 2%). As the first line of the reconciliation calculates theoretical tax expense calculated using the general
corporate tax rate, the Hungarian local business tax and the innovation fee impose additional income tax expenses on
the Hungarian entities of the Group, included in this line of the reconciliation.

The Hungarian local business tax and innovation fee are deductible expenses for corporate tax purposes, the positive
tax impact of whichisincluded in this line of the reconciliation.

Deferred tax assetisrecognized on tax losses only to the extent that the realization of the related tax benefitis
probable inthe foreseeable future. Deferred tax assets on tax losses that will probably not be recovered are un-
recognized inthe period of the loss or de-recognized in subsequent periods. On the other hand, when the
recoverability of the previously un/derecognized tax losses becomes probable, these deferred tax assets are
recognized.

Investment tax credit accretionincludes the increase of the net present value of the investment tax credit deriving
from the utilization of the tax creditsin periods subsequent to the year of recognition. For further information see Note
6.3.2.1.
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6.3 Income taxesin the Statement of financial position
6.3.1 Current taxes in the Statement of financial position

Currentincome tax receivable and payable balances in the Statements of financial position represent the amount of
corporate and other income taxes receivable from, and payable to, the tax authorities of the countries in which the Group
operates.

6.3.2 Deferred taxesin the Statement of financial position
The Group's deferred tax balances and the movements therein are as follows:
Balance at Other Balanceat Other Balanceat

December Effecton move- December Effecton move- December
31,2019  profit ments 31,2020 profit ments 31,2021

Deferred tax assets and (liabilities)

Investment tax credits (Note 6.3.2.1 858 (3,179) 2,823 502 (4,277) 4,661 886
Net operating loss carry-forward

(NOte 6.4.) e 19 (8) - 11 (11) - -
Other financial assets..........cceueeuenes (420) 90 (44) (374) 18 - (356)
Impairment of receivables and

INVENTOIY..eveeveeeeeree e e 1,363 (190) - 1,173 175 - 1,348
Property, plant and equipment and

intangible assets .....couvveeeererereenne. (7,278) 932 - (6,346) 921 - (5,425)
(€T Te 71| U (14,481) - - (14,481) - - (14,481)
Trade and other payables............... - 224 - 224 41 - 265
Loans and other borrowings........... (445) (128) - (573) (71) - (644)
Deferred revenue .......ceceeeeeeeeeeennee. 194 (194) - - - - -
Provisions for liabilities and charges 1,263 98 - 1,361 283 - 1,644
Totalnet deferred tax liability ...... (18,927) (2,355) 2,779 (18,503) (2,921) 4,661 (16,763)

Of which deferred tax liabilities after

netting by legal entity.......cccceueveee. (19,030) (18,621) (16,888)
Of which deferred tax assets after
netting by legal entity.......ccceeunee 103 118 125

Itemsincluded in other movements:
Relating to the merger of subsidiary................... (44) -
Investment tax creditearned.......cccoeeeeeeeeeeennen. 2,823 4,661

The Other movements columnincludes the increase ininvestment tax creditimproves energy efficiency recognized in
2021 and 2020.

The Group consists of a number of legal entities, most of which have deferred tax assets and liabilities. The assets and
liabilities are netted by legal entity so that one legal entity has either a deferred tax asset or a liability and the
consolidated Statement of financial position includes these balances accordingly.

Deferred tax assets arising from investment tax credits are recognized against the capitalized cost of the related asset
acquisition.

Temporary differences associated with investments in subsidiaries for which deferred tax liabilities or assets have not
been recognized amounted to a net liability of HUF 21,987 million at December 31,2021 (HUF 16,396 million at
December 31, 2020).

Deferred tax liability on goodwill is related to the goodwill arising from the acquisition of subsidiaries (Emitel and T-
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Mobile) inthe Company’s financial statements, which had merged into Magyar Telekom Plc. The amortization of goodwill
isa tax deductible expense in corporate income tax, while under IFRSs there is no amortization accounted in the books.
The difference deriving from the two types of accounting is represented by the deferred tax liability.

6.3.2.1 Investment taxcredits

In 2020 Magyar Telekom and T-Systems Hungary accomplished a new tax credit programin order toincrease energy
effectiveness. In order to utilize these tax credits, both Companies had to meet certain audit requirements set out in the
relevant tax regulations and independent external auditors stated that the investments fulfill the criteria of energy
effectiveness. Thisinvestment tax credit is booked as a decrease from the investment costs of the assets, aswellasa
deferred tax asset of the whole tax creditamountis booked accordingly. Magyar Telekom utilizes HUF 4,267 million tax
creditinthe 2021 corporate tax return, while the remaining HUF 886 million tax credit remains as deferred tax assetin the
Company’s books. The Company expects that the tax credit carried forward can be utilized in the 2022 corporate tax
return. T-Systems utilizes the whole amount of its tax credit — HUF 19 million —inits 2021 corporate tax return.

The following table shows the details of the energy saving investment tax credits in HUF millions as of 31 December,
2020:

2020...iirs 7,885 2,823 - (2,321) 502 2025
Total 7,885 2,823 - (2,321) 502

The following table shows the details of the energy saving investment tax credits in HUF millions as of 31 December,
2021:

2020 7,885 2,823 9 (2,832) - 2025
2027 12,676 4,661 - (3,775) 886 2026
Total 20,561 7,484 9 (6,607) 886

In order to utilize the tax credits and certain tax deductibility opportunities earned by the Group’s entities, they had to
comply with strict requirements as set out in the relevant tax regulations. The Group fulfilled all requirements connecting
energy effective investment programs.

In 2020 Magyar Telekom utilized investment tax creditin the amount of HUF 858 million relevant to the “large investment
tax credit programs” commenced in 2013.

6.4 Income taxes in the Statements of Cash Flows

The company identifies its tax settlement of energy saving investment tax credit as an investing activity in the Statements
of Cash Flows.

The table below shows how the total cash flows from income tax are allocated over the activities:

Cash flows from operating activities (presented on the line income tax paid).......ccceeeereveenenes (14,471)
Cash flows from investing activities (investment tax credit utilized in 2021)........ccceeerevrenees 2,320
Cash flows from finanCing aCTiVIties .....cceueecruieeee et -
Total cash flows from income tax (12,151)

Magyar Telekom made investments concerning energy saving for the first time in 2020, based on this the payment of the
reduced income tax was settled in2021.
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6.5 Tax loss carry forwards

Deferred tax assets are recognized for tax loss carry forwards only to the extent that realization of the related tax benefitis
probable.

The following table shows the tax losses carried forward of the Group.

Tax loss carry Tax loss carry

Expiresin year forwards at forwards at

12.31.2020 12.31.2021
2020 ettt a e e b et ae e aeaeeaeaeebe e e e ene e eaeeeneans 137 -
2022 ettt e b b et ae et ae b e be e e aeeae e eneneaeaes 2 -
2030 et a e s b e e R e aesae e be e e e eae e eaeeeneans 13 -
Total 152 -
Tax losses for which deferred tax isrecognized.........cceeevevevevesenescesceeceenn, 105 -
Tax losses for which deferred tax is not recognized........cccceeeeveveeererervecennen. 47 -
Total 152 -

By 31 December, 2021 the group companies have no more tax loss carry forwards left.

6.6 Taxreviews

The tax authorities may at any time inspect the books and records within five years from the end of the year when tax
declarations were submitted and may impose additional tax assessments with penalties and penalty interest.
Management is not aware of any circumstances which may give rise to a potential material liability in this respect.

6.7 Dividends paid by Magyar Telekom Plc.

The dividends paid and payable by Magyar Telekom Plc.to its owners may be subject to withholding or income taxes of
the owners, which do not have an impact on the amount of the dividend declared or on the Company’s tax expense as
these taxes —if any — are levied onthe owners.

7 INVENTORIES

7.1 Inventories — accountingpolicies

Inventories are stated at the lower of cost or net realizable value using the historical cost method of accounting and are
valued on a weighted average basis. The cost of inventories comprises all costs of purchase, cost of construction and
other costs incurred in bringing the inventories to their present location and condition. Net realizable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and the estimated costs
necessary to make the sale.

Impairment losses on Inventories are recognized in Other operating expenses.

7.2 Inventoriesinthe statement of financial position

12.31.2020  12.31.2021

INVENLOrY fOr FESALE ...t 16,595 16,074
Other INVENTOIY .ueveeieeeeeeeeeee ettt sa e s eae e na e nnan 1,956 2,133
Subtotal 18,551 18,207
LESS AllOWANCES......veveeeececreeeeecteac et te et se st b sesbe s s e sasasasessennen (156) (154)

18,395 18,053

The impairment loss accounted or reversed for inventories is not material therefore no separate table of movements is
disclosed.

The Group has no inventory pledged as security as at December 31, 2020 or December 31,2021.
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8 ASSETS HELD FOR SALE AND LIABILITIESASSOCIATED WITH ASSETS HELD FOR SALE

8.1 Non-current assets held for sale —accounting policies

Anasset (typically properties and closely related other assets) is classified as held for sale if itis no longer needed for the
future operations of the Group, and has beenidentified for sale, whichis highly likely to take place within 12 months.
These assets are accounted for at the lower of carrying value or fair value less costs of disposal. Depreciationis
discontinued from the date of designation to the held-for-sale status. When anitem of PPE orintangible assets s
designated for sale, and the fair value is determined to be lower than the carrying amount, the difference is recognized in
the Profit for the year (Depreciation and amortization) as animpairment loss.

8.2 Assets and liabilities held for sale in the statement of financial position

The assets and liabilities classified as held for sale are disclosed below.

12.31.2020 12.31.2021

Cash and Cash @QUIVALENTS. ...t seesee e see e ese s - 138
Other current fiNaNCIal ASSETS.....umrnrrerereee et sssssss s s s sessensens - 62
INEANGIDLE ASSEL....uucvuieceeeeereeetee ettt se s s s sa s nras - 1,287
GOOUW L ttreereeereemreeeeeeesseessees s seesmeeessees e s s s e s s ecs s et s nesneeae - 638
Property, plantand equipmMent ........ccioeerieeerercree e 489 161
Total assets held for sale 489 2,286

12.31.2020 12.31.2021

(g [0V =11 - 104
Other current financial liabilities - 246
Totalliabilities held for sale - 350

In 2021 assets and liabilities held for sale represents the lands, buildings and technical assets which have been
determined to be sold withina year and are actively marketed, and the assets and liabilities related to the disposal of Pan-
Inform Kft. and healthcare service activity of T-Systems Zrt. In December 2021, the Group signed an agreement for the
sale of the total of its 100% shareholding in Pan-Inform Kft. by its sole owner of T-Systems Zrt. The scope of the
agreement covers the support and development operations provided for central digital healthcare servicesin Hungary
and for the related hospital information system, that partially had beeninvolved in the operation of T-Systems Zrt. at year-
end 2021. T-Systems Zrt. sold all the assets and liabilities covered by this agreement to Pan-Inform Kft before the closing
of the transaction. Please also see Note 35.1.

Pan-Inform and the healthcare business activity of T-Systems Zrt. are included in the MT-Hungary operating segment of
the Group. (The operating segments are defined in Note 33.) The gain on the sale of Pan-Inform was recognized in Q1
2022.

In 2020 assets held for sale included primarily land and buildings that were determined to be sold within 12 months, asa
result of the continuing improvement of utilization of properties.
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9 PROPERTY, PLANT AND EQUIPMENT

9.1 Property, plant and equipment (PPE) — accounting policies
Property, plant and equipment are stated at historical cost less accumulated depreciation and impairment losses.

The cost of an item of PPE comprises its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates, any costs directly attributable to bringing the asset to the locationand condition
necessary for it to be capable of operating in the mannerintended by management. The initial estimate of the costs of
dismantling and removing the item and restoring the site on whichit is located isalsoincluded in the costs if the
obligationincurred has to be recognized as a provision according to IAS 37 — Provisions, Contingent Liabilities and
Contingent Assets.

Government grants relating to the purchase of PPE are deducted from the original cost of the items and are recognized in
the Profit for the year through the reduced amount of depreciation of the related assets over their useful lives. Investment
tax credits relating to qualifying investment projects (Note 6.3.2.1)are also recognized in this manner.

Cost, inthe case of telecommunications equipment, comprises of all expenditures including the cabling within customers'
premises and borrowing costs of related loans and corporate bonds.

Subsequent expenditure on an asset that meets the recognition criteria to be recognized as an asset or an additiontoan
asset is capitalized, while maintenance and repairs are charged to expense when incurred.

When assets are scrapped, the cost and accumulated depreciation are removed from the accounts and the loss is
recognized in the Profit for the year (Depreciation and amortization).

When assets are sold, the cost and accumulated depreciation are removed from the accounts and any related gain or loss
is recognized in the Profit for the year (Other operating income/expense).

Depreciationis calculated on a straight-line basis from the time the assets are deployed and charged over their economic
useful lives. Onan annual basis, Magyar Telekom reviews the useful lives and residual values for consistency with current
development plans and advances in technology. For further details on the groups of assets impacted by the most recent
useful life revisions refer to Note 9.3. The annual revisions are conducted in the second quarter of the year and the
resulting changes are applied from the third quarter of the year. In addition to the regular revisions, any investment
decisions made throughout the year may also result ina change of useful life of a group of assetsin any period of the year.

The useful lives assigned to different types of property, plantand equipment Years
=TT o g T3S 5-50
Duct, cable and other outside Plant ... 3-38
Other telecommunications EQUIPMENt ........ccceeiecerererere ettt 2-25
(@13 g L= o To TV 1T o] 0 ]=Y | S TSRS 2-50

Useful lives of property, plant and equipmentin operation may increase if the asset is refurbished. Useful life change is not
automatic, only if it is significantly increased as a result of the investment, which is based on well-founded technical
experts’ decision performed onindividual basis.

Assets that are subject to amortization or depreciation are reviewed forimpairment whenever events or changesin
circumstances indicate that the carrying amount may not be recoverable. Animpairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
the assets’ fair value less costs of disposal and its value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units — CGUs).

The fair values of the individual tangible assets of the Group in most cases cannot be determined, asindividual assets do
not generate cash flows. Instead, the Group determines CGUs to which the individual assets are allocated and the fair
values canonly be determined at CGU level, primarily by using discounted cash flow analyses. See also Note 3.2.
Corporate assets which have the distinctive characteristics of not generating cash inflows independently of other assets
or groups of assets are allocated to CGUs when conducting impairment tests.
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Goodwill is tested forimpairment annually in the last quarter of the year and in the other quarters quick tests were
executed. When conducting the impairment tests, Magyar Telekom allocates goodwill to its cash generating units
determined at operating segment level. See also Note 3.2. Operating segments may include one clearly identifiable
company or a group of companies, or certain components of one company and other companies as well.

The Group establishes the segments’ recoverable amounts by determining their fair value less costs of disposal by using
valuation techniques. These include the use of recentarm’s length transactions, reference to other instruments that are
substantially the same, discounted cash flow analyses and option pricing models, making maximum use of marketinputs
and relying as little as possible on entity-specific inputs. The fair values determined as described above are used as a basis
when establishing the need for animpairment of any goodwill allocated to the operating segments. See also Note 3.2. If
the calculated fair value less costs of disposal is lower than the carrying amount of the operating segment, goodwillis
impaired.

The impairment losses of PPE and intangible assets are accounted for in the Depreciation and amortization line of the
Statement of profit or loss.
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9.2 Property, plant and equipmentin the statement of financial position

Land and Telecom Other
buildings(a) equipment equipment Total

01.01.2020
GrOSS VALUE ...ttt ettt ee e ennes 142,148 1,057,803 102,063 1,302,014
Accumulated depreciation.........oeeeeeeeeeeeseneeeeeeeseeeseeeee s (63,398) (728,811) (82,320) (874,529)
Carrying amount 78,750 328,992 19,743 427,485
Of which held fOr Sale.......ouiiieeieeeceecece e (654) (5) - (659)

426,826
Carrying amount —January 1, 2020......ccccccvvevvvinnennnnseneneens 78,750 328,992 19,743 427,485
T0VZ=1S] 10 =Y 0 £ 1,499 74,967 3,310 79,776
Additions due to business combinations .........cceeeeeeveceriecerienne. - 343 20 363
Disposals due to business combinations..........ccccceeueueuercrereuenenee. (32) - (12) (44)
Changes due to revisions of asset retirement obligations.......... 127 - - 127
DiISPOSALS cv.evevvvereesecreseeeeeresessere e ssssesssesesssssse e sesseseassesaeseassessesens (4,797) (550) (871) (6,218)
Depreciation Charge ......ooeeeeeeeeeeeeeeeeeee e (4,552) (63,046) (7,351) (74,949)
RECLaSSITICALIONS ....vveeeeceeeeiecece ettt aeneas 207 (2,463) 2,256 -
Exchange differenCeS....courevieereeeeeeee e 1,745 4,148 492 6,385
Carrying amount — December 31,2020 72,947 342,391 17,587 432,925
12.31.2020
(€O TSRV Z= (V1= 135,346 1,120,458 98,483 1,354,287
Accumulated depreCiation.......oeeeeeeeeeereseeeeeee e (62,399) (778,067) (80,896) (921,362)
Carrying amount 72,947 342,391 17,587 432,925
Of Which held fOr SAlE.......oveveeeeeeeeeeeeeeeeee et (485) (4) - (489)

432,436
Carrying amount —January 1, 2021 .......cccccevvevevevenesesesenens 72,947 342,391 17,587 432,925
L oYY 1 =Y ) 1,119 75,603 2,701 79,423
Additions due to business combinations..........c.ceeueeeeerveveeeeseenns - 1,802 (377) 1,425
Disposals due to business combinations........c.cccceevvievenereneene. - - - -
Changes due to revisions of asset retirement obligations.......... 254 - - 254
DiSPOSALS ...eeeevereuiereetereee et ereetete e e et e e et e eee s s se b ne e e senns (684) (579) (462) (1,725)
Depreciation Charge ......oveeeeeeeresereseses e (4,312) (67,360) (5,446) (77,118)
REClaSSITICAtIONS ..ucueeeeeecceeeereer et (549) 2,992 (735) 1,708
Exchange differenCeS....corrierereeeee e 172 525 4 701
Carrying amount — December 31,2021 68,947 355,374 13,272 437,593
12.31.2021
GrOSS VALUB ... ettt ettt st saesreesbeens 135,605 1,149,359 89,446 1,374,410
Accumulated depreCiation........eceeeeeeceereeeseereeeeeseeesseseesenens (66,658) (793,985) (76,174) (936,817)
Carrying amount 68,947 355,374 13,272 437,593
Of which held for Sale.......ceeueeeeeeeeeeeeeereeeee e (133) (17) (11) (161)

437,432
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The right-of-use assets by class of underlying asset are listed in the table below.
For further information, please see Note 17.

Land and Telecom Other
buildings(a) equipment equipment Total

01.01.2020

GrOSS VALUB ...ttt ettt saean 81,956 35,833 5,508 123,297
Accumulated depreciation.......oeeeeeeeeeeerereeeeeeeseeseeeeseseenens (11,498) (3,538) (1,579) (16,615)
Carrying amount 70,458 32,295 3,929 106,682
Carrying amount —January 1, 2020......cccccceivrrivrenrereererenenenens 70,458 32,295 3,929 106,682
[0 V72153 10 0= 0 £ 22,942 9,793 2,356 35,091
DiISPOSALS ...evevvereeeeereeteeeeeseseeeeee e seteesesessesessssssesesessesesseessnsennaes (868) (1,944) (117) (2,929)
Depreciation Charge ..o ceeereeeeeeeeeeee s (11,956) (3,890) (2,004) (17,850)
ReClassifiCations ......ccceeeereeereererereresesere e - - - -
Exchange differenCes......ccoevevieceeceieecece e 318 12 11 341
Carrying amount — December 31,2020 80,894 36,266 4,175 121,335
12.31.2020

GrOSS VAlUE ..ecueereeeeeceresee e sesee s tess e sasesse e e esss s e nesessnsenees 104,127 42,519 7,228 153,874
Accumulated depreciation........eveeeeevererererersseeese s (23,233) (6,253) (3,053) (32,539)
Carrying amount 80,894 36,266 4,175 121,335
Carrying amount —January 1, 2021 .....ccceeereveeeereeeeeeeeeenns 80,894 36,266 4,175 121,335
INVESTMENTES ... 9,844 10,434 2,662 22,940
DiSPOSALS ...eeevvreeeeeeteteeeeetee e ere et te e e e te e e aese e eeeaebe e en s se e s (995) (422) (117) (1,534)
Depreciation Charge ......cocococeeeeeeeereseseseeese s s se s (12,107) (4,666) (2,101) (18,874)
Yo F R N [7= Yl o] TR (242) (1,303) - (1,545)
Exchange differenNCeS......couvuirererereresereserese st 23 2 12 33
Carrying amount — December 31,2021 77,417 40,307 4,631 122,355
12.31.2021

GrOSS VALUB .....veeeieeeeeieeeeee et stestesaestesaestesaesaesnesae s e eseeseeneeaeenens 111,290 50,855 8,732 170,877
Accumulated depreciation........ceeeeceeeeeeeeeeeeeeeeeeeeeeeeee e (33,873) (10,548) (4,101) (48,522)
Carrying amount 77,417 40,307 4,631 122,355

(a) The classes of land and buildings were reviewed, and it was concluded that they are similar in nature and use in the
Group’s operations, therefore disclosed their aggregated balance inasingle column. This presentationisalsoin line with
industry practice. Comparative informationis presented accordingly.

The closing balance of Property, plantand equipment (PPE) includes assets under constructioninan amount of HUF
55,237 millionas at December 31, 2021 (2020: HUF 57,025 million). In the table above, the assets under construction are
shown inthe categories where the asset is expected to be classified when placed into service.

Exchange differencesinclude the translation impact arising on the consolidation of foreign subsidiaries of the Group.

Additions due to business combinations include the fair value or carrying value of the assets acquired by Magyar Telekom
Plc. through business combinations at the time of the acquisition. Differences between the preliminary and the final
purchase price allocations are also included in this line.

Changes due to revisions of asset retirement obligations represent the adjustments of the carrying amounts of the assets
against a provision for asset retirement obligation (see also Note 13.2.4).
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The reclassifications between asset categories or theirimpact on depreciation expense was not material.

No material impairment was identifiedin 2021 and 2020.

The Group has no PPE with restricted titles or pledged as security as at December 31,2021 or December 31, 2020.
9.3 Review of useful lives

Reviews of the useful lives (and residual values) of property, plant and equipment based on the strategic directions and
accepted annual development plans conducted in 2021 affected the useful lives of a large number of assets which was

mainly due to Maktel RAN modernization project. The revisions resulted in the following change in the original trend of
depreciationinthe current and future years.

2021 2022 2023 2024  After2024

Increase / (decrease) indepreciation expense........................ 1,702 923 328 (412) (2,541)

During 2020 reviews of the useful lives (and residual values) of property, plant and equipment based on the strategic
directions and accepted annual development plans affected the useful lives of a large number of assets. The shortened
useful life of copper network elements is driven by preparations to the copper retirement program. The revisions resulted
in the following change in the original trend of depreciationin the current and future years.

2020 2021 2022 2023  After2023

Increase / (decrease) in depreciation eXpense........oucevecereuenes 6,157 2,552  (1,095) (1,129) (6,485)

10 INTANGIBLE ASSETS

10.1 Intangible assets — accounting policies
Intangible assets are stated at historical cost less accumulated amortization and impairment losses.

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use. These
costs are amortized over the estimated useful life of the software. Costs associated with developing or maintaining
computer software programs are generally recognized as an expense as incurred. Costs directly associated with the
production of identifiable and unique software products controlled by the Group, and that will probably generate
economic benefits exceeding costs beyond one year, are recognized as intangible assets. Direct costs include the
software development employee related costs and an appropriate portion of relevant overhead and borrowing costs.
Computer software development costs recognized as assets are amortized over their estimated useful lives. Most
computer software capitalized include acquired elements representing the majority of the cost and own costs incurred to
alesser extent. These are considered non self-developed software. Computer software fully developed by ownresources
represent an immaterial portion of all software, therefore these are not disclosed separately.

Costs associated with the acquisition of long-term frequency licenses are capitalized as anintangible asset when the
Company receives aright to charge users of the service provided under the license. The present value of the future annual
payments for the use of the frequencies are also capitalized if these payments can be estimated reliably, or otherwise
recognized as Other operating expenses in the year the payment obligation refers to. The useful lives of concessions and
licenses are determined based on the underlying agreements and are amortized on a straight-line basis over the period
from availability of the frequency for commercial use until the end of the initial concession or license term. Renewal
periods are considered in the determination of useful life only if we are sure that it will be realized without further
considerationto be transferred.

Amortizationis calculated on a straight-line basis from the time the assets are deployed and charged over their economic
useful lives. Other than goodwill, the Group has no intangible assets with indefinite useful life. The amortization expense is
presented in the depreciation and amortization line of the Statement of profit or loss.

On anannual basis, Magyar Telekom reviews the useful lives for consistency with current development and replacement

plans and advances in technology. For further details on the groups of assets impacted by the most recent useful life
revisions refer to Note 10.3. The annual revisions are conducted in the second quarter of the year and the resulting
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changes are applied from the third quarter of the year. In addition to the regular revisions, any investment decisions made
throughout the year may also resultin a change of useful life of a group of assets in any period of the year.

The estimated useful lives of intangible assets other than goodwill are as follows:

Years
Yo T2 U 2-24
CONCESSIONS AN LICENSES. ...eeeeeeee ettt ettt e s e s be s e e e s seessesessesessessseesnsessneseans 3-25
Other INtaNGIDLE @SSETS ....eurereeeieeeee ettt e ea e ne e eneeseees 3-10

Goodwill represents the amount by which the cost of an acquisition exceeds the fair value of the Group’s share of the net
assets and contingent liabilities of the acquired subsidiary or business at the date of acquisition. Goodwill is carried at cost
less accumulated impairment losses. Impairment testing is carried out on an annual basis for all goodwill based on the
carrying values as at December 31. Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an
entity or businessinclude the carrying amount of goodwill allocated to the entity or business sold.

In determining whether an asset that incorporates both intangible and tangible elements should be treated under IAS 16 —
Property, Plantand Equipment or as anintangible asset under IAS 38 — Intangible Assets, management uses judgment to
assess which elementis more significant and recognizes the assets accordingly.

Assets that are subject to amortization or depreciation are reviewed forimpairment whenever events or changesin
circumstances indicate that the carrying amount may not be recoverable. Animpairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
the assets’ fair value less costs of disposal and its value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units — CGUs).

The fair values of the individual intangible assets of the Group in most cases cannot be determined as individual assets
and do not generate cash flows. Instead, the Group determines CGUs to which the individual assets are allocated and the
fair values canonly be determined at CGU level, primarily byusing discounted cash flow analyses. See also Note 3.2.
Corporate assets which have the distinctive characteristics of not generating cash inflows independently of other assets
or groups of assets are allocated to CGUs when conducting impairment tests.

Goodwill is tested forimpairment annually or more frequently if circumstances indicate thatimpairment may have
occurred. When conducting the impairment tests, Magyar Telekom allocates goodwill to its cash generating units
determined at operating segment level. See also Note 3.2. Operating segments may include one clearly identifiable
company or a group of companies, or certain components of one company and other companies as well.

The Group establishes the segments’ recoverable amounts by determining their fair value less cost of disposal by using
valuationtechniques. These include the use of recent arm’s length transactions, reference to other instruments that are
substantially the same, discounted cash flow analyses and option pricing models, making maximum use of marketinputs
and relying as little as possible on entity-specific inputs. The fair values determined as described above are used as a basis
when establishing the need for animpairment of any goodwill allocated to the operating segments. As long as the FVLCS
exceeds the carrying amount of a CGU, in this case an operating segment, then the CGU is notimpaired and itis not
necessary to calculate the VIU. See also Note 3.2. If the calculated fair value less cost of disposal is lower than the carrying
amount of the operating segment, goodwill is impaired.

The impairment losses of intangible assets, including that of goodwill are accounted for in the Depreciation and
amortization line of the Statements of profit or loss and other comprehensive income.
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10.2 Intangible assetsin the statement of financial position

Concessions
Goodwill andlicenses Software Other Total

01.01.2020

GroSS ValUE.....cceveueueeeeeereeeeeeeeee et eeeaevee e 213,107 200,244 342,321 27,460 783,132
Accumulated amortization.........oceeeevererererenne - (92,581) (250,801) (13,929) (357,311)
Carrying amount 213,107 107,663 91,520 13,531 425,821
Carrying amount — January 1, 2020................ 213,107 107,663 91,520 13,531 425,821
INVESTMENTS....iieeeceeee e - 92,582 19,581 7,405 119,568
Additions due to business combinations.......... 30 - - 242 272
Disposals due to business combinations.......... - - (1) - (1)
DiSPOSALS cv.eveeerereiceeeeteeee et - - (4) - (4)
Amortization Charge ......coeeeeeeeeeeeeeeeeeeeeeeeeennnes - (17,509) (25,145) (5,605) (48,259)
Reclassifications ......ceceeeeeereereecencesseseseeseeens - - - - -
Exchange differences.....couveevecereeceneseensennens - 263 677 480 1,420
Carrying amount — December 31,2020......... 213,137 182,999 86,628 16,053 498,817
12.31.2020

GroSs ValUE ...cceeveueueererreeeeeereeeseseseseseseseesenenens 213,137 291,455 356,119 33,717 894,428
Accumulated amortization...........eeeeevevevennne. - (108,456) (269,491) (17,664) (395,611)
Carrying amount 213,137 182,999 86,628 16,053 498,817
Carrying amount —January 1,2021................. 213,137 182,999 86,628 16,053 498,817
INVESEMENt....eitieeeertreeere e - 84,166 23,899 5,690 113,755
Additions due to business combinations.......... 14 - - 58 72
Disposals due to business combinations.......... - - - - -
Reclassification to held for sale assets............. (638) - (1,287) - (1,925)
DiSPOSALS cveeeerereereerereereereresseseseseeesereseeseseseneens - - (153) (2) (155)
Amortization Charge ......eeeeevereeceserereneseseeenenes - (19,511) (25,860) (6,599) (51,970)
Reclassifications .......cceceeeeeeeeeeeeeeeeeeree s - - (80) (83) (163)
Exchange differences.....cooeoeveeeneecereecnesennene - 62 102 67 231
Carrying amount — December 31,2021........... 212,513 247,716 83,249 15,184 558,662
12.31.2021

GroSS ValUE....coceveueueeeeeeeereeeeeeee et eeeaevee e 212,513 354,334 343,761 35,257 945,865
Accumulated amortization.........ceecevevevevevcnce. - (106,618) (260,512) (20,073)  (387,203)
Carrying amount 212,513 247,716 83,249 15,184 558,662
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Exchange differencesinclude the translation impact arising on the consolidation of foreign subsidiaries of the Group.

Additions due to business combinations include the fair value of assets acquired by Magyar Telekom through business
combinationsin the reported years and the goodwill arising on these business combinations. Differences between the
preliminary and the final purchase price allocations are also included in this line.

Investments represent the regular investing activity inintangible assets and the new frequencies were acquired in 2021
that significantly increased the book value of concessions and licenses. HUF 83.1 billion was recognized consisting of a
one-time spectrum fee and the present value of annual band fees related to 900 MHz, 1800 MHz spectrums band. The
useful life of these frequencies and the present value calculations are based on the term of rights of use for these
frequencies. For further information see Notes 3.5, 4.4.3.1,10.5, 28and 34.2.

The amortization expense, as well as the impairment losses of intangible assets, including also goodwill, is accounted for
inthe Depreciation and amortization line of the Statements of profit or loss and other comprehensive income.

The reclassifications between asset categories or theirimpact on amortization expense was not material.

The Group has no intangible assets with restricted title or pledged as security as at December 31,2021 or December 31,
2020.

10.3 Useful lives
The reviews of the useful lives of intangible assets based on the strategic direction and accepted annual development

plans during 2020 and 2021 affected the useful lives of a large number of assets primarily software. The revisions resulted
in the following change in the original trend of amortizationinthe current and future years.

Increase / (decrease) indepreciation expense........................ (1,483) (33) 9209 679 (72)

Increase / (decrease) in depreciation eXpense..........cceeeeenen. (1,067) (479) 333 839 374

10.4 Goodwill

For the goodwill impairment tests, the total amount of goodwill was allocated to the operating segments of the Group and
the recoverable amounts of the operating segments were determined based on fair values less costs of disposal based on
Level 3inputsinthe fair value calculations (Note 4.5.1). The recoverable amounts of the segments disclosed in the table
below exclude net debts (Note 5.2), which are not allocated to the segments. For further information, please also see Note
3.2.

MT-Hungary............. 192,938 957,766 1,687,521 192,314 1,035,769 1,507,266
North Macedonia..... 20,199 124,124 322,327 20,199 127,694 356,411
VO oo 213,137 1,081,890 2,009,848 212,513 1,163,463 1,863,677

The Group regularly carries out the annual impairment test on goodwillin the last quarter of the financial years, while a
quick goodwillimpairment testis conducted quarterly based on the main input changes. During the impairment tests
conducted in2020 and 2021 no goodwillimpairment was established for any goodwill of the Group. The decrease of
goodwill in the MT-Hungary segment was attributable to sale of business segment and detached goodwill had been
reclassified and disclosed as held for sales assets. For further information please refer to Note 8.
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10.5 Significantindividual other intangible assets

The Group’s most significantindividualother intangible assets are the mobile licenses. The carrying values and remaining
amortization periods of the significant licenses are listed in the table below. For further information on these assets, please
see Note 34.

TOOMHZ. ..ottt 40,554 19 38,447 18
BOO0 MHZ..eeeeeeereree et nennn 29,660 13 27,463 12
LA 2 8,441 13 39,584 12-21
LBOO MHZ ettt 24,989 13 67,774 12-21
2A00MHZ . e 32,505 6-19 29,047 5-18
2600 MHZ ... s 13,347 13 12,358 12
2o Y 2 339 3-6 242 2-5
BOOOMHZ ... s 30,025 19 28,905 18
Macedonia
800 MHZ/1800 MHz......eoeeeeeeeeeeeeeee e 2,423 13 2,262 12
LBOO MHZ .ttt e 29 8 26 7
2L00 MHZ . 278 7 1,341 6-7
Other 408 1-6 267 5
Total concessions andlicenses 182,998 247,716

11 INVESTMENTS IN ASSOCIATES AND JOINT ARRANGEMENTS

11.1 Associates and joint arrangements — accountingpolicies

Associates are entities over which the Group has significant influence but not control, generally reflecting a voting right
between 20% and 50%.

Jointarrangements are arrangements where the parties are bound by a contractual arrangement of which two or more
parties have joint control and which exist only when decisions about the relevant activities require the unanimous consent
of the parties sharing the control.

If the parties that have joint control of the arrangement have rights to the net assets of the arrangement, itisajoint
venture.

If the parties that have joint control of the arrangement have rights to the assets, and obligations for the liabilities, relating
to the arrangement, itis ajoint operation.

Investments in associates and joint ventures are accounted for using the equity method of accounting and are initially
recognized at cost. The Group’sinvestmentin associates and joint ventures includes goodwill arising on acquisitions, and
net of any accumulated impairment loss.

The Group’s share of its associates’ and joint ventures’ post-acquisition profits or losses is recognized in the Profit for the
year (Share of associates’ and joint ventures’ profits). The cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When the Group’s share of losses in an associate or joint venture equals or exceeds
itsinterest inthe company, the Group does not recognize further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate or joint venture.
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Unrealized gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of
the Group’s interestin the company. Accounting policies of associates and joint ventures are adjusted where necessary to
ensure consistency with the policies adopted by the Group.

In case of a joint operation, the assets, liabilities, revenue and expenses relating to the joint operation are recognized to
the extent of the Group’sinterest inthe joint operation.

11.2 Associates

The Group had no significant associates at December 31, 2020and 2021. The Group had no contingent liabilities or
commitments related toits associates at December 31,2020 and 2021.

11.3 Jointventures

The Company lost the joint control and significantinfluence over its joint venture E2 Hungary Zrt. in February 2020 based
on the agreement with MET Holding AG. and after the approval of the various competent authorities.

Following the loss of joint control and significant influence the investmentin E2 Hungary Zrt. is accounted for as an equity
investment measured at fair value through Profit or Loss under IFRS 9, and disclosed in Other non-current financial asset.
The transaction did not generate a cash movement (see also Note 4.2.3.2).

The operation of E2 Hungary Zrtin 2020 resulted ina HUF 66 million, which were accounted for in the value of the
investment by using the equity method. Asa result of the above mentioned lost of control HUF 1,012 million was
derecognized from the investmentinjoint venture on the date of the loss of the joint control and significantinfluence and
in line with the change. HUF 1,155 million was initially recognized as a financial asset under IFRS 9, disclosed in other non-
current financial asset as well as HUF 139 million was recognized as a financial liability under IFRS 9 pertaining to the call
option of MET Holding AG. on this investment, disclosed in Other non-current financial liabilities (see also Note 4.5.1.3).
The transaction had no material impact on the Consolidated Statements of Profit or Loss and other comprehensive
income. See subsequent measurement of the call option under Note 4.5.1.2.

The Group had no joint venture at December 31,2020 and 2021.
11.4 Jointoperations

Magyar Telekom and Telenor Hungary agreed in 2015 to jointly operate and develop their 800 MHz 4G mobile networks in
all parts of Hungary except Budapest. The primary goal of the agreement was to accelerate 4G mobile broadband
coverage rollout in the countryside and to offer higher bandwidth to the 4G customers, in line with the coverage
obligations of the 800 MHz spectrum contract signed in 2014 with the NRA. Based on the agreement, Telenor Hungary
maintains sitesin West Hungary and Magyar Telekom operates base stations in the eastern region of the country.

The Company assessed the agreement as joint operation as strategic decisions are made jointly by Magyar Telekom and
Telenor, and there is no separate vehicle to control the operation of the arrangement. The Company does not share the
obligations for liabilities and any returns or expenses beyond the assets included in the agreement.

Therefore only the assets owned by the Company are recognized while there is no need to present the partner’s assets,
liabilities, or revenue and expenses. The charges from Magyar Telekom to Telenor and from Telenor to Magyar Telekom
are almost equal and settled on a net basis and accounted for in the statement of profit or loss and the effect of this
settlement is not significant.

If any of the partiesinitiates the termination of this contract, in order to ensure the continuous service for the customers
the Company might be exposed to additional capital expenditure. The probability is estimated remote by the
Management currently.
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12 OTHER ASSETS

Other assets usually include current and non-current receivables considered as non-financial instruments.

12.1 Othercurrentassets

12.31.2020 12.31.2021

Prepaymentsand advance payments........ccoeeeerreneeeeseesceeseeeseeeenens 4,581 6,834
Other taxes reCeIVabLE. . ..cui e 984 1,322
(13T OSSN 457 275
Total 6,022 8,431

12.2 Other non-current assets

Other non-current assets mainly include assets recognized from the costs to obtain contracts with customers (amounting
to HUF 6,571 million, see also Note 18.4) as at December 31, 2021.

13 PROVISIONS

13.1 Provisions —accounting policies

Provisions are recognized when Magyar Telekom has a present legal or constructive obligation (excluding executory
contracts) as a result of past eventsand it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligationand a reliable estimate of the amount of the obligation can be made.

Provisions are measured and recorded as the best estimate of the economic outflow required to settle the present
obligation at the financial statement date. The estimate can be calculated as the weighted average of estimated potential
outcomes or can also be the single most likely outcome. Expenses for provisions are recognized in the line item of the
Statement of profit or loss and other comprehensive income where the actual expense is expected to be incurred. When a
provisionis released unused, itis released to the same line item of the Statement of profit or loss and other
comprehensive income where it was originally provided for.

Provisions for obligations expected to fall due after 12 months are generally recognized at their present value and are
accreted (against Interest expense) until utilization or reversal.
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13.2 Provisionsin the statement of financial position

Share-  Other Total
Severance based employee employee Legal
payment payments related related cases ARO Other Total

QIO K210 7.0 JO 1,165 1,649 174| 2,988 2,326 7,981 1,906 15,201
AmMounts reversed......ooueeeeeeeeeeeeeenns (396) (138) - (534) (490) (39) (906) (1,969)
AdditionS.....cceeeieeeceeeeceeeee e 5,178 1,770 20 6,968 22 166 1,331 8,487
1T =) SO - 3) - (3) (1,274) 127 - (1,250)
Exchange rate difference .......coceeeunene - 15 16 31 67 (1) (1) 96
Amounts utilized (incl. interest

COMPONENT) wuvereeeeerreeeeeeereee e e eseeeeseas (3,930) (1,065) (3)| (4,998) (70) (26) (1,859) (6,953)
12.31.2020 2,017 2,228 207 | 4,452 581 8,208 471 13,712
Of whichcurrent......ccocceeeveceeceeceeceenenne, 1,801 1,330 - 3,131 127 15 330 3,603
Of whichnon-current......cocoeeveeeevecennnee. 216 898 207 1,321 454 8,193 141 10,109
01.02.2020 e 2,017 2,228 207 | 4,452 581 8,208 471 13,712
AmMounts reversed.......oueeceeeeeeeeeeennns (358) (112) (69) (539) (22) (8) (517) (1,086)
AdditionS....ccceeeeeeceeee e 2,381 1,982 941| 5,304 702 262 2,889 9,157
Reclassification to HFS liabilities - - - - - - (104) (104)
(] =) SO - (8) - (8) 562 174 - 728
Exchange rate difference...................... - 8 14 22 6 2 (1) 29
Amounts utilized (incl. interest

COMPONENT) vt teeeeeeeerererenas (3,338) (1,299) (433)| (5,070) (116) (41) (1,228) (6,355)
12.31.2021 702 2,799 660 4,161 1,713 8,597 1,610 16,081
Of whichcurrent......ccceeeeeeceeeeeeeeene 571 1,728 462 2,761 260 25 321 3,367
OFf Which NON-CUMTeNt.....eeeeeeeeeereseee, 131 1,071 198| 1,400 1,453 8,572 1,289 12,714

The Interest lines in the table above include the subsequent unwinding of the discount applied atinitial recognitionand
the interest element of any provision recognized, as well as the release of the interest / accretion elementin case of
reversal of provisions.

Magyar Telekom does not expectany reimbursement with regards to the provisions recognized, therefore no related
assets have been recognized in the financial statements.

13.2.1 Severance payment

The majority of the provision for severance as at December 31, 2021 relates to the stand-by-pool and the employee
terminations payable in 2022 inrelation to the further efficiency improvementin Magyar Telekom Plc. The stand-by-pool
of employeesincludes people whose legal status is an employee, however, these people do not provide services to the
Company any more, but the Company provides a reduced amount of compensation and pays social security expenses for
them. Thisisa manner of severance thatis not paid in one lump sum butin monthly installments following the
discontinuation of services. The majority of the provision for severance as at December 31, 2020also related to the stand-
by-pool and the employee terminations paid in 2021 in relation to the efficiency improvementin Magyar Telekom Plc.

735 employees left the Group in 2021 (2020: 884), related to which termination payments were made. The balance of
provisionas at December 31,2021 relates to 111 employees and employees in the stand-by-pool (2020: 305).

The total payments made inrelation to employee terminationin 2021 amounted to HUF 4,238 million (2020: HUF 4,936
million).
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13.2.2 Share-based payments

Share-based payments are detailed in Note 20.1.2.

13.2.3 Legal cases

Provisions for legal cases mainly include amounts expected to be paid to regulatory and competition authorities as well as
to ex-employees and trading partners as a result of legal disputes. There are numerous legal cases for which provisions
were recognized, which are individually not material.

13.2.4 Asset retirement obligations (ARO)

Asset retirement obligations primarily exist in case of the telecommunications structures constructed on third parties’
properties. The Group carries out a revision of the necessary provisions every year. The revisions did not result in material
changes neither in 2021, norin 2020.

13.2.5 Other provisions

Other provisionsinclude guarantee obligations, onerous contracts and further other individually smallitems.

14 OTHER CURRENT LIABILITIES

12.31.2020  12.31.2021

Other taxes and SOCIAl SECUMTY...uiuiirerererese e e 12,027 9,590
SalarieS AN WAGES ..cceeeeeeeeeeieee e see et e et se ettt s e e enen 8,040 7,344
Deferred revenue and advances reCeived .......ccoovvveveieneneneesessessesenns 1,940 1,953
Unused advance payments for asset-related grants........coceceveverereeenene. (a) 21 12
Dividend payable to non-controlling interests..........ccuoeereerreerecercnennenas 41 44
Other labilitieS....evrrrererererererereeeseseee ettt sne 129 43
Total 22,198 18,986

(a) For further information see also Note 4.2.3.2. (b)

15 OTHER NON-CURRENT LIABILITIES

The table below shows the balances of Other non-current liabilities.

12.31.2020  12.31.2021

Other non-current financial liabilities .....ccoovveeveevieverie e 2,910 2,474

Bonds are initially recognized in 2020 at fair value (HUF 67,875 million) net of transaction costs (HUF 12 million) incurred
and increased by premium received (HUF 2,948 million), which resulted ina 1.2579% yield. The bond is subsequently
measured at amortized cost under IFRS 9. Any difference between the proceeds (net of transaction cost) and the
redemptionamount are recognized in profit or loss over the period of the liability using the effective interest method.

For further information please see Note 4.4.2.
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16 NON-CONTROLLING INTERESTS

Non-controlling interests includes the minority shareholders in Makedonski Telekom (MKT).

Balance at December 31, 2019 ......cuoeoeeeeeeeeeeeee e 35,825 (659) 35,166
Dividend deClared .......coceeeeeereerererererereseressesesesss e sssssesesens (3,235) (433) (3,668)
Total comprehensive iNCOME ......ccvceeeeeerecece e 7,545 - 7,545
Dividend deClared .......cocoeeeeererererererereresiresesessses s sesssesesens (3,479) - (3,479)
Total comprehensive iNCOME ......cceveeeeerececesec e 4,516 - 4,516

16.1 Summarized financial information on subsidiaries with material non-controlling interests

The information below includes the amounts asincluded in the consolidation, before inter-company eliminations.

a) Summarized balance sheets

CUITENT ASSBLS .eveuieuiereuieeeeere et e e e e ae s eeaeste et e e s e saesesae e sae e eaeeenennas 34,009 33,654
CUrrent lADIlIES .ueueeereeeeieee ettt s (20,954) (18,708)
NON-CUITENT @SSETS ..euriuireeieieie e ene 105,274 106,159
NON-CUMTENT liIabiltiES. ...t (5,014) (5,494)

b) Summarized income statements

REVENUE ..ttt ettt e s e s b e st s e s a s nne 63,789 65,603
Profit Defore iNCOME taX ..cvvevreeeeceeieiecteceeree e 10,082 9,790
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¢) Summarized cash flows

MKT
12.31.2020 12.31.2021
Net cash generated from operating activities......c.ccocvveveerierievenercencenenns 22,633 21,913
Net cash used ininvesting aCTiVItiesS. ..cuovreerrereererereere e (11,165) (12,369)
Dividends/capital reduction paid to Controlling interests..........ccooeue...... (4,226) (4,547)
Dividends/capital reduction paid to Non-controlling interests................ (3,235) (3,479)
Other cash flows from financing aCtiVIties ...........o..ewereerreerreerrereeereeeneenes (3,509) (3,607)
Net cash used in financing activities (20,970) (11,633)

16.2 Transactions with non-controllinginterests
There were no material transactions with non-controlling interests in 2021 or 2020 other than the dividend payments.

The only significant non-controlling interest of the Group is the Republic of North Macedonia, holding sharesin MKT. MKT
and Magyar Telekom did not execute as part of their normal business activities any transactions that were individually
material inthe 2021 or 2020 financial year with companies controlled by the Republic of North Macedonia or companies
over which the Republic of North Macedonia can exercise a significant influence.

17 LEASES

17.1 Leases — Accounting policies

A contractis a lease (or contains a lease) if the contract conveys the right to control the use of anidentified asset for a
period of time in exchange for consideration.

Recognition exemptions
Short-term leases, low value leases

IFRS 16 includes recognition exemptions available to lessees for short-term leases and leases of low-value items and
specifies alternative requirements.

] In the MT Group, a decision was made not to apply the short-term recognition exemptions to lease contracts, except
for some minor and insignificant lease arrangements with a lease term of one month or less. Such very short-term
leases and related asset classes are expensed as incurred and no additional quantitative disclosure is required.

= The MT Group has made the decision not to apply the practical expedient with respect to low value items. Hence they
have to be recognized, measured and presented as lease arrangements in the scope of IFRS 16.

Lease term

The lease term assessment at the commencement date refers to the period for which MT is reasonably certain to maintain
the contract under the terms and conditions as originally negotiated. The initial lease term assessmentis made at
commencement of the lease. When determining the lease term, the shortest reasonably possible, i.e. justifiable, termis
always to be used in case of doubt. The lease term assessment is largely based on management judgement and MT
usually use estimates or assumptions (especially in the case of options and indefinite contracts) on asset cluster level.

The commencement date of the lease (commencement date), is the date on which a lessor makes an underlying asset

(i.e., the property, plant or equipment thatis subject to the lease) available for use to the lessee. At the commencement
date, the lease term begins and lease liability and the right-of-use asset is initially recognized and measured.
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Options - “Reasonably certain criteria”

In assessing whether a lessee is reasonably certain to exercise an option to extend a lease, or not to exercise an option to
terminate a lease, lessees and lessors shall consider all relevant facts and circumstances that create an economic
incentive for the lessee to exercise the option to extend the lease, or not to exercise the option to terminate the lease.

Lease payments

Lease payments are defined in the same way for both lessees and lessors. Lease payments are defined as payments made
by a lessee toa lessor relating to the right to use an underlying asset during the lease term.

The definition of lease payments, for MT lessees, includes payments for non-lease components as well.
Reassessment of the lease liability

IFRS 16 specifies when the lease liability has to be reassessed. Itisimportant to note that, interms of IFRS 16, a
reassessment of the lease liability only takes place if the change is based on already existing contractual clauses, i.e. those
that have been part of the contract since commencement.

A lessee reassesses the lease term, i.e. whether itis reasonably certain to exercise an extension option, or not to exercise a
termination option, upon the occurrence of either a significant event or a significant change in circumstances that: is
within the control of the lessee; and affects whether the lessee is reasonably certain to exercise an option not previously
included inits determination of the lease term, or not to exercise an option previously included inits determination of the
lease term.

Accountingfor lease modifications

A lease modification is defined as “a change in the scope of a lease, or the considerationfor a lease, that was not part of
the original terms and conditions of the lease (for example, adding or terminating the right to use one or more underlying
assets, or extending or shortening the contractual lease term)”. Modification can result from a change in consideration
only. The effective date of the modification is defined as the date when both parties agree to a lease modification.

A lessee accounts for a lease modification as a separate lease if both of the following conditions are fulfilled:

= the modificationincreases the scope of the lease by adding the right to use one or more underlying assets; and
= the consideration for the lease increases by an amount equivalent to the stand-alone price for the increase in scope
and any appropriate adjustments to that stand-alone price to reflect the circumstances of the particular contract.

When these conditions are met, the modificationis considered to resultin the creation of a new lease that is separate from
the original lease. The agreement for the right to use one or more additional assets is accounted for as a separate lease (or
leases) to which the requirements of IFRS 16 are applied independently of the original lease.

For alease modificationthatis not a separate lease, i.e. that does not meet the conditions outlined above, at the effective
date of the modification, the lessee accounts for the lease modification by remeasuring the lease liability using a discount
rate determined at that date and:

= for lease modifications that decrease the scope of the lease, the lessee decreases the carrying amount of the right-
of-use asset toreflect the partial or full termination of the lease, and recognizes a gain or loss that reflects the
proportionate decrease in scope; and

= for all other lease modifications, the lessee makes a corresponding adjustment to the right-of-use asset.

When a lease arrangement is modified, then the revised lease payments will always be discounted with a revised discount
rate. Thisis different from the requirements for a reassessment of the lease, where only in specific cases a revised
discountrate isrequired

Presentation anddisclosures for MT Group as lessee
Statement of financial position

The MT Group decided to present the right-of-use assets (separately from other assets) as well the lease liabilities as
separate line items on the face of the statement of financial position.
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Statement of profitor loss and other comprehensive income

In the statement of profit or loss and other comprehensive income Magyar Telekom Group presents separately interest
expense on the lease liability from depreciation for the right-of-use asset.

Statement of cash flows

The following items are presented within operating activities in the statement of cash flows:

= cashpaymentsfor the interest portion of the lease liability, according to the MT Group accounting policy to present
interest paymentsin operating cash flows and;
= variable lease payments notincluded in the lease liability

Cash payments for the principal portion of lease liability are presented within financing activities in the statement of cash
flows.

Presentation anddisclosures for MT Groupas lessor

Presentation of leases in Statement of profit or loss and other comprehensive income andin Statement of financial
position

In the MT Group consolidated Statement of profit or loss and other comprehensive income, operating lease revenue is not
disclosed separately from other revenue. There is only one-line item titled “Revenue”.

In the Notes to the Financial Statements there is a further breakdown of Revenue provided including a breakdown of
operating lease revenue by MT Group segments. The operating lease revenue line itemin the Note 18.3 is titled “Other
sources”.

MT Group as a Lessor presents assets subject to operating leases inits statements of financial position according to the
nature of the underlying asset. In the MT Group, portions of assets that are physically distinct and are identified as
underlying assets (leases) are not presented separately from the whole asset in the statements of financial position.

Other lease topics
Sale and leaseback transactions
Assessing whether the transfer of the asset qualifies asa sale.

In the MT Group, both the short-term and the low value recognition exception have not been elected for any asset class.
Asaresult, MT Group seller-lessee will always recognize (materiality considered) sale-and-leaseback transactions on-
balance sheet. To determine how to account for a sale-and-leaseback transaction, the MT Group first considers whether
the initial transfer of the underlying asset from the seller-lessee to the buyer-lessor is a sale. The MT Group then applies
IFRS 15 to determine whether a sale has taken place. This assessment determines the accounting by both the seller-
lessee and the buyer-lessor, as follows.

Accountingforsale and leaseback — Transfer of an asset isnotasale

If the transfer of an assetis not a sale, the seller-lessee and the buyer-lessor account for the transaction as financing.

Accountingfor sale and leaseback — Transfer of an asset is a sale

If control passes as defined inIFRS 15 (sale), the seller-lessee must recognize an asset atan amount equaling the pro-rata
carrying amount arising from the pro-rata right-of-use retained. Any gains or losses from this transaction are also only
recognized proportionately. Hence, the seller-lessee restricts the gain that it recognizes on the sale to the amount that
relates to the portion of the underlying asset that has been transferred, i.e. to the buyer-lessor’s residual interest in the
underlying asset.

Sale and leaseback transactions had no material effect on financial statements of Magyar Telekom Group.
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Subleases

A sublease is defined as a transaction for which an underlying asset s re-leased by a lessee (‘intermediate lessor’) toa
third party, and the lease (‘head lease’) between the head lessor and lessee remains in effect.

In classifying a sublease, MT Group, as the intermediate lessor, should classify the sublease as a finance lease or an
operating lease inthe same manner as any other lease using the criteria discussed in [FRS 16.61.

Atthe commencement date of the sublease, if MT Group cannot readily determine the rate implicitinthe sublease, thenit
uses the discount rate that it uses for the head lease to account for the sublease, adjusted for any initial direct costs
associated with the sublease.

Subleases had no material effect on financial statements of Magyar Telekom Group.
Presentation anddisclosures for subleases

No sublease specific balance sheet and income statement presentation rules apply to subleases. MT Group applies the
respective presentation rules that apply to other finance and operating leases.

MT Group does not offset assets and liabilities arising from a head lease and a sublease of the same underlying asset,
unless the financial instruments requirements for offsetting are met. The same applies to lease income and lease
expenses relating to a head lease and a sublease of the same underlying asset, unless the requirements for offsetting in
IAS 1 are met.

Under IFRS 16 the head lease and a sublease are two separate contracts that are accounted for under the lessee and
lessor models, respectively. The general disclosure rules equally apply for the head lease and for subleases, either
disclosures for finance sub-lessors or operating sub-lessors.

Lessoraccounting
Finance lease — Definition

A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership of an underlying
asset tothe lessee. The nature of finance lease arrangement are akin to financing the sale of an asset. The presentationin
the financial statements departs from the legal lease form of the transaction and is based on the economic substance (i.e.
asif the underlying lease asset was sold by the lessor to the lessee).

Operating lease — Definition

Anoperating lease is a lease that does not transfer substantially all the risks and rewards incidental to ownership of an
underlying asset. Thereis a typically simple short-term hire arrangement (an operating lease), whereby rental payments
received are dealt with in profit or loss with the primary impact on the balance sheet relating to the timing of lease
payments.
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17.2 Finance leases
17.2.1 Finance lease — Groupas lessor

Future lease receivables under finance leases at December 31, 2020and 2021 are as follows:

12.31.2020 12.31.2021

Present Interest Minimum Present Interest Minimum
value component lease receipt value component lease receipt

Within 1 Year ...cceveeeerererceerereeneens 315 35 350 331 28 359
1—2 YEATS e esesesenenes 293 27 320 190 20 210
2=3 YRAIS.ceeeueerererueaerereraeeeseeneneeeeens 184 19 203 110 14 124
3= YRAIS.cueererueeerereeneaeeereeeeeeeneeens 103 14 117 74 11 85
4—5 YRAIS..ueieeerreerreereeereeerenesseereneenas 67 11 78 64 8 72
ATter S years...eeereceeeeereeeeeene 190 23 213 127 15 142
Total 1,152 129 1,281 896 96 992

The interest component represents the unearned finance income. The present value due withinone yearis included in
Other current financial assets, while the present value after one yearis included in Other non-current financial assets. The
finance income accruing to the company over the lease term is recognized in the Profit for the year (Interest income) (see
Note 23).

The unguaranteed residual values accruing to the benefit of the company are insignificant.
17.2.2 Lease — Group as lessee

Leases are mainly inrespect of the rental of the new headquarters, mobile cell sites and sale and lease back of spacesin
buildings accommodating telephone exchanges,and to a lesser extent, related to other buildings, network and other
telecommunications facilities, equipment and vehicle.

In most cases the contracts are denominated in HUF and EUR (sale and lease back contracts in EUR), the term of the
leasesis 4—13 years, considering the renewal options but no purchase options.

Leases of buildings generally have lease terms between 4 and 13 years, in the case of telecom equipment 4 and 9 years,
while these terms are between 1 and 4 yearsinrelation for motor vehicles and other equipment. The Company’s
obligations under its leases are secured by the lessor’s title to the leased assets. Generally, the Company is restricted from
assigning and subleasing the leased assets and some contracts require the Group to maintain certain financial ratios.

The maturity analysis of lease liabilities are disclosed in Note 5.1.3.

The following are the amounts recognized in profit or loss:

2020 2021
Depreciation expense of right-of-use assets......covevvevrecrevnececececeene 17,850 18,874
Interest expense on lease liabilities........cceveeeeieeiicce e 5,407 4,717
Foreign exchange loss on lease liabilities .....c.ccovereriincnecnineceeceeee 5,014 465
Income from subleasing right-0f-use assets......ccovrrrrererrrerenerereerereneenes 57 62
Gains or losses arising from sale and leaseback transactions..........cccceeuee 1,984 -

The Group had total cash outflows for leases of HUF 20,046 millionin 2021. The Company has various lease contracts that
have not yet commenced as at December 31, 2021. The future lease payments for these non-cancellable lease contracts
are HUF 10,755 million.

The amount of undiscounted potential future rental payments relating to periods following the exercise date of extension
and termination options that are not included in the lease term is HUF 14,331 million.
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The Group initially estimates and recognizes amounts expected to be payable under residual value guarantees as part of
the lease liability. Typically the expected residual value at lease commencement is equal to or higher than the guaranteed
amount, and so the Group does not expect to pay anything under the guarantees.

Atthe end of each reporting period, the expected residual value is reviewed to reflect actual residual values achieved on
comparable assets and expectations about future prices.

AsatDecember 31, 2021, the amount of residual value guarantees to which the Company is potentially exposed that are
not reflected inthe measurement of lease liabilities is HUF 88 million, whichis not expected to be payable.

17.3 Operating leases — Group as lessor
The following table includes the future minimum lease payments receivable by the Group for the operating leases of

mobile tower sections, network, dark fiber, buildings and from 2021 customer premise equipments where Magyar
Telekom is the lessor.

12.31.2020 12.31.2021
LT gL YT R 3,282 4,341
YT 1T 3,071 3,994
2 =B YBAIS.cuueeveeereeeeseeteseeseeesesteeesessesassesessesesseseetesesestesestesesbensesensetessesesnens 2,888 3,676
Bl YBAIS..eueeeueeteueeteeete et e se e e stetesaesesbe et e et e e be st eneebe e ae et beeaeaesteneeae e erennan 2,729 3,552
Y VL=Y: L 2,144 3,178
FN =T IR LTRSS 5,225 6,195
Total 19,339 24,936

The following table disaggregates class of property, plant and equipment into assets subject to operating leases:

Telecom
Building equipment Total

01.01.2020

GrOSS VALUE.....eceeeeeeeeceeecteeete ettt et 3,983 1,239 5,222
Accumulated depreciation...........eeeeeeeereeereeeereeeeeesseeseeeenns (1,734) (684) (2,418)
Carrying amount 01.01.2020 2,249 555 2,804
Carrying amount - 01.01.2020 .......ccorureeeencrererrenereneserereene 2,249 555 2,804
AAITIONS ...ttt ettt enenas 59 195 254
Depreciation Charge ......ooceeeeeeeeeerereresesesseresssesesesesesesessenes (125) (66) (191)
Carrying amount - 12.31.2020, 2,183 684 2,867
12.31.2020

GrOSS VALUE ..ottt ettt e e 4,042 1,434 5,476
Accumulated depreciation.......coeeeerereresereseeeserernesenenens (1,859) (750) (2,609)
Carrying amount 31.12.2020 2,183 684 2,867
Carrying amount - 01.01.2021 ......cooveeeeeeeeeceeeeeeeeeeee. 2,183 684 2,867
i Lo L] o] T 277 1,141 1,418
D E7 oo L=7: LT (227) (224) (451)
Depreciation Charge ... eeeeeeeeerereseeee e (184) (366) (550)
Carrying amount - 12.31.2021 2,049 1,235 3,284
12.31.2021

GrOSS VALUE ....ueeeeeeeceeeeeeceeee ettt sae e eae e 3,995 2,754 6,749
Accumulated depreciation.......eeeeeeeeeeeseseeereeesreeseeeeens (1,946) (1,519) (3,465)
Carrying amount 2,049 1,235 3,284
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18 REVENUE

18.1 Revenue - accounting policies
18.1.1 Sale of goods and Rendering of services

The core principle of IFRS 15 is for companies to recognize revenue to depict the transfer of goods or services to
customers inamounts that reflect the consideration (that is, payment) to which the company expects to be entitled in
exchange for those goods or services.

Revenue should be recognized if itis probable that the Group will collect the consideration to which it will be entitled in
exchange for the goods or services that will be transferred to the customer. If the Group determines that collectability is
no longer ensured (e.g. because subsequently the customer’s ability or intent to pay significantly deteriorates), the Group
must apply cash accounting for the remainder of the contract, i.e. for the outstanding goods and services to be provided.
This reassessment does not affect recorded assets and revenue relating to performance obligations already satisfied.

Revenue is recognized when or as performance obligations are satisfied by transferring control of a promised good or
service toa customer. Control either transfers over time or ata pointin time, which affects when revenue is recorded.

Asa practical expedient, the Group applies the guidance to a group of contracts with similar characteristics instead of toa
single contract with a customer. A portfolio approachis acceptable if the Group canreasonably expect that the effect of
applying a portfolio approach to a group of contracts or group of performance obligations would not differ materially from
considering each contract or performance obligation separately. Thisimplies that a portfolio of contracts with similar
characteristics does not necessarily need to refer to homogenous products being included in these contracts.

Main principles

= |fthe Group performs by transferring goods or services to a customer before the customer pays consideration or
before paymentis due, the Group shall present the contract as a Contract asset, excluding any amounts presented as
areceivable. A contractassetis the Group’s right to consideration in exchange for goods or services that the Group
has transferred to a customer.
= |nthe case of multiple-element arrangements (e.g., mobile contract plus handset) with subsidized products
delivered inadvance, a larger portion of the total remuneration is attributable to the component delivered inadvance
(mobile handset), requiring earlier recognition of revenue. This leads to the recognition of whatis knownasa
contract asset — areceivable arising from the customer contract that has not yet legally come into existence —in the
Consolidated Statement of Financial Position.
= Expenses for sales commissions (customer acquisition costs) must be capitalized in the Contract costs line of the
Consolidated Statement of Financial Position and recognized over the estimated customer retention period.
= Laterrecognition of revenuein cases where “material rights” are granted, such as offering additional discounts for
future purchases of further products.
= Contractliabilities are netted off against the contract assets for each customer contract.
= The Group presents the revenue on gross basis (as principal) when it controls the specified goods or services before
they are transferred to the customer, and it must be transferred by the Group.
= In case of the Group resells the services of another party towards the customer, but does not control them, all related
revenue and expenses are presented on gross basis, if both of the below conditions are met:
= the Group has entered into a distribution agreement with the supplier under which an enforceable right was
received toresell a limited or unlimited number of the agreed-upon services to the Group’s customers at
predefined prices any time upon request; and
= the Group has discretionin setting the selling prices or determining the price of the service package where the
another party’s service isalready included.
= Asignificant financing component is not considered for the amount and timing of revenue recognition if the period
between when a promised good or service is transferred to the customer and when the customer pays for that good
or service will be one year or less.
= |fthe promise to grantalicenseis distinct from the other promised goods or servicesin the contract then the
promise to grant the license is a separate performance obligation and the Group shall determine whether the license
transfers to a customer is either at a pointintime or over time.
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18.1.2 Revenue from operating leases

Revenue from operating leases is recognized as revenue on a straight line basis over the term of the lease. Lease
incentives granted are recognized as anintegral part of the total rental income, over the term of the lease. For further
information, please see Note 17.3.

18.2 Revenue from major service lines
18.2.1 Mobile andFixed line telecommunications revenue

Revenue is primarily derived from services provided to Magyar Telekom’s customer subscribers and other third parties
using Magyar Telekom’s telecommunications network and equipment sales.

Customer subscriber arrangements typically include an equipment sale, subscription fee and charge for the actual voice,
internet, data or multimedia services used.

Airtime revenue is recognized based upon minutes of use and contracted fees less credits and adjustments for discounts,
while subscription and flat rate revenue is recognized in the period they relate to. Usage-based consideration (e.g. airtime)
isgenerally not part of the transaction price as the Group does not have the right to consideration at contract inception.

The Group provides customers with narrow and broadband access toits fixed, mobile and TV distribution networks.
Advertising revenue is recognized in the period that the advertisements are exhibited.

Revenue from premium rate services is recognized on a gross basis when the delivery of the service over Magyar
Telekom’s network is the responsibility of the Group, the Group determines the prices of these services and bears their
substantial risks; otherwise this revenue is presented on a net basis.

Customers may also purchase prepaid mobile, public phone and internet credits (cards) which allow those customers to
use Magyar Telekom’s telecommunications network for a selected amount of time. Customers must pay for such services
atthe date whenthe card is purchased. Revenue from the sale of cards is recognized when they are used by the
customers or when the credits expire with unused traffic.

Third parties using Magyar Telekom’s telecommunications network include roaming customers of other service providers
and other telecommunications providers which terminate or transit calls on Magyar Telekom’s network. These wholesale
(incoming) traffic revenue is recognized in the period of related usage. A proportion of the revenue received is often paid
to other operators (interconnect) for the use of their networks, where applicable. The revenue and costs of these transit
calls are stated gross in the Financial statements as the Group is the principal supplier of these services using its own
network freely defining the pricing of the services and recognized in the period of related usage.

Contracts are frequently sold to customers containing a cross subsidy between two or more components. A typical
example is where a mobile phone is sold at a price significantly below its market value ina bundle with a service contract
for aperiod of 12 or 24 months. From a commercial point of view, the subsidy on the mobile phone is compensated via the
service fee.

With this adjustment requirement (also termed as "basic adjustment") a cross-subsidy or an overall bundle discount must
be allocated to the individual components of the bundle so that revenue generally reflects the fair value of the good
and/or service with a bundle discount being appropriately distributed among the affected items.

Therevenue is determined for every component by distributing the transaction price to the individual componentsin
proportion to their relevant standalone selling prices.

18.2.2 Systemintegration (SI) and IT revenue

Contracts for network services, which consist of the installation and operation of communication networks for customers,
have an average duration of 2-3 years.

Revenue from outsourcing contracts reflects the extent of actual services delivered in the period inaccordance with the
terms of the contract. The contracts are analyzed based on the IFRS 16 requirements — determining whether an
Arrangement contains a Lease, and if they include embedded lease elements, the revenue attributable to these is
recognized according to IFRS 16 — Leases as described inNote 17.
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Revenue from system integration contracts requiring the delivery of customized products and/or services is generally
covered by one of the following types of contracts: fixed-price or time and material-based.

Magyar Telekom transfers control of goods and services over time, therefore satisfies a performance obligationand
recognizes revenue over time, if one of the following criteriais met:

= acustomer simultaneously receives and consumes the benefit provided by Magyar Telekom’s performance as
Magyar Telekom performs,

= Magyar Telekom’s performance creates or enhances assets that the customer controls as the asset is created or
enhanced,

= Magyar Telekom’s performance does not create an asset with an alternative use to Magyar Telekom and Magyar
Telekom has an enforceable right to payment for performance completed to date.

If the performance obligationis not satisfied over time, Magyar Telekom satisfies the performance obligation ata pointin
time.

Revenue from maintenance services (generally fixed fee per month) is recognized over time. Revenue from repairs, which
are not part of the maintenance contract, billed on the basis of time and material used is recognized at pointintime.

Revenue from hardware sales or sales-type leases is recognized when the customer obtains the control over the product.

To determine the progress of performance, Magyar Telekom Group applies the Input method. Magyar Telekom recognizes
revenue based on its efforts or inputs to the satisfaction of a performance obligation (resources consumed, labor hours
expended, costincurred, time elapsed or machine hours used) relative to the total expected inputs to the satisfaction of
the performance obligation.

18.3 Revenue in the Statement of profit or loss and other comprehensive income

18.3.1 Disaggregation of revenue fromcontracts with customers

2020 2021
Mobile revenue
VOICE FBLAIL .uereeiirececeeeie ettt e e nan 123,292 118,652
VO0ICE WHOLESALE. .....eceeeeeeeeeeeee et ene s 11,966 12,822
DAt ettt a et b b e b ere e ae e nenes 101,840 118,816
R3] TR 20,690 24,396
EQUIDMENT e e e 96,478 103,859
Other MOBIlE FEVENUE ...ttt 10,323 10,842
Total Mobile revenue 364,589 389,387
Fixed line revenue
RV Lot =Y = 39,553 37,063
Broadband retail * ...t 57,496 62,796
TV ettt sttt b e e b et b e e b b ae b ene et et et te e eae e eaenan 52,355 56,503
Lo U1 o g 1= g R 22,356 19,453
Data retail ™ e 12,254 12,704
WHOLESALE ...ttt a e b ae e e e enan 19,355 20,010
Other fiXed-liNE rEVENUE........ccveeeeeee et 15,635 15,336
Total Fixed-line revenue 219,004 223,865
System integration and [T reVENUE.......ccccuecerererereee e 89,455 86,868
Totalrevenue 673,048 700,120
Of which:
Revenue from contracts with CUStOMErS........cveeieceeicececeeeeee e 669,170 694,242
OthEI SOUICES ...ttt ettt e e ete et e eteetestestaetesaeeaeeseeseeseeaeeaeeseeaeeneens 3,878 5,878

* In the case of 2020 data, HUF 3,472 million has been reclassified from Broadband retail to Data retail revenue for
ensuring comparability.
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Other sources of revenue include real estate and network rental fees which is presented above in the Fixed-line wholesale
and Fixed-line other revenue lines.

Equipment revenue is recognized ata pointin time while service revenue is recognized over time. SI/IT revenue is
recognized mostly over time and to a lesser extent ata point intime depending on the project.

None of the Group’s customers represent a significant source of revenue individually. Revenue from transactions witha
single external customer (or group of entities that — knowingly to us — is under common control of a third party or
government) does not exceed 10% of the Group’s revenue.

Regarding geographical segmentation of revenue please see Note 33.

18.4 Assets and liabilities related to contracts with customers

Contract assets of the Group consist of unbilled amounts typically resulting from sales under long-term contracts when
revenue recognized exceeds the amount billed to the customer.

Contract liabilities consist of advance payments and billings in excess of costs incurred and deferred revenue.

12.31.2020  12.31.2021

Contract assets — CUIMENt ..o e 16,878 20,745
Contract assets — NON-CUMENT ....ccuecveeiererieriesie e e 3,923 4,143
Contract liabilities — CUMENT.....ccueueeeeeeeteeeteieieiste e e (10,998) (12,238)
Contract liabilities — NON-CUIMENt.......ceueverrrereieieieieterereee e (361) (326)
Net contract assets (liabilities) 9,442 12,324

Revenue recognized in the reporting period from amounts included in

contract liability at the beginning of the period ... 9,066 9,325
Asset recognized from the costs to obtain contracts with customers......... 5,389 6,571
Amortisation recognized as cost of obtaining contracts during the period. (5,594) (6,398)

Impairment losses recognized on contract assets are disclosed together with trade receivablesin Note 4.2.2.2 and
amounted to HUF 2,208 million as at December 31, 2021 (in 2020 HUF 2,215 million).

Asof December 31, 2021 the aggregate amount of the transaction price allocated to the remaining performance
obligationis HUF 197,489 million and the Group will recognize this revenue as services are rendered, whichis expected to
occur over the next 13-126 months.

19 DIRECT COSTS

19.1 Telecom tax

Telecom tax was introduced in Hungary for fixed and mobile voice and mobile SMS/MMS services, effective from July 1,
2012. The tax imposed on fixed and mobile usage amounts to HUF 2 per minute and HUF 2 per SMS/MMS for private
individual subscribers’ subscriptions and to HUF 3 per minute and HUF 3 per SMS/MMS for non-private individual
subscribers’ subscriptions. The tax is capped at HUF 700and HUF 5,000 per month per calling number for private and
non-private individuals’ subscriptions, respectively.

19.2 Otherdirect costs

Other direct costs include costs of mobile and fixed devices, accessories and other equipment, agent commissions and
non-voice direct costs.
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20 EMPLOYEE-RELATED EXPENSES

20.1 Employee-related expenses — accounting policies
20.1.1 Short-term employee benefits

Short-term employee benefits are recognized as a current expense in the period when employees render their services.
These include wages, social security contributions, bonuses, paid holidays, discounted telephone bills, meal and holiday
contributions and other fringe benefits and the tax charges thereon.

Payments to defined contribution pension and other welfare plans are recognized as an expense in the period in which
they are earned by the employees.

20.1.2 Share-based compensation

Magyar Telekom recognizes the costs of services received fromits employees in a share-based payment transaction when
services are received. Magyar Telekom recognizes a corresponding increase in its equity reserves (Reserve for equity
settled share based transactions) if the services are received in an equity-settled share-based payment transaction. When
the share-based compensation programis completed, i.e. the shares are transferred to the employees’ ownership or the
share options have forfeited, the respective reserve is transferred to Retained earnings. If the services are received ina
cash-settled share-based payment transaction, the Group recognizes the expense against a liability, re-measured to fair
value at each financial statement date.

Bonuses tied to the long-term performance of the Magyar Telekom and Deutsche Telekom shares are recognized inthe
Profit for the year at their time-proportioned fair value against an accumulating balance in Provisions.

20.1.2.1 Share MatchingPlan of Deutsche Telekom Group

Asof July 1,2015, Magyar Telekom Group implemented a Share Matching Plan for all executives (ca. 40). Participationin
the program is voluntary, with the exception of the CEO.

The participant caninvest a minimum of 10% of his/her gross annual bonus in Deutsche Telekom shares, with an option to
voluntarily increase this amount to a maximum of 50% (personal investment). These shares must be kept for at least four
years (the lock-up period), the participant is granted matching shares upon expiry of the lock-up period. The share
allocation ratio of the program (1:1 or 1:2) depends on the participant’s individual Management Group (MG) . Deutsche
Telekom grants the matching shares to the participant based on the Deutsche Telekom shares acquired by the participant
within the framework of the program. The program starts annually if the free cash flow target of Deutsche Telekom Group
was metin the previous year.

The program initiated by DT is settled in DT shares with the participants, meanwhile Magyar Telekom has to settle it with
DT AGincash at the same time participants are granted the DT shares therefore the actual closing balance of the program
is presented as a related-party financial liability in the consolidated statements of financial positions asit is settled in cash
from the perspective of Magyar Telekom and is due to be paid to DT AG.

In 2021 HUF 31 million was recognized as expense for the program (2020: HUF 30 million).

20.1.2.2 Long-termincentive program (LTI)

Asof January 1, 2015 Magyar Telekom Group changedits existing LTl program, turning it into a share-based
compensation program. The 2021 LTl program is a global, Deutsche Telekom Group-wide incentive program.

Approximately 40 executives may participate in the program. The CEO’s participation is unconditional, while other
executives may participate only if the evaluation of the participant's performance in the previous year meets the
requirements.

LTlis payableincash tied to the achievement of four key strategic indicators. In the framework of the program, in each
year a new four-year tranche is to be launched. Paymentis due after the end of the program term depending on the
evaluation of the achievement of the pre-set targets (0 to 150%).

At the beginning of the program, the relevant incentive amountis converted into a number of virtual shares of DT AG and
awarded to the plan participant in the form of virtual shares (basic number). The annual level of target achievement is
determined at the end of each year. This target achievement levelis multiplied on a pro rata basis by the basic number of
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virtual shares awarded. The number of virtual shares calculated using this method shall then be "fixed" for the plan
participant as the binding result for that specific year ("annual result"). At the end of the plan term, the four binding annual
results shall be added together. The resulting total number of virtual shares shall be converted into cash applying the
prevailing price of DT AG shares at that time, which is paid to the plan participants. For dividend payments during the plan
term, the virtual shares shall be treated as real shares. The dividends shall be taken into account as follows: The
first/second/third dividend payments shall be “reinvested” into virtual shares when the actual dividends are paid on real
shares. The fourth (and last) dividend payment shall not be reinvested but paid in cash together with the plan payment
following the DTAG shareholders' meeting at which a decisionis made regarding this dividend payment. The plan currency
iseuro.

In 2021 HUF 586 million was recognized as expenses for the program (2020: HUF 709 million).
20.1.3 Repeated Performance Incentive (RPI)

The RPI honors repeated, extraordinary collective performance, which is measured by the overachievement as defined
bonus KPI. The group-wide relevant bonus KPlis EBITDA unadjusted. RP!I is for a defined group of Executives (incl. Business
Leaders) at Deutsche Telekom Group.

It was a four-year plan, running from 2018 to 2021. If there is a target achievement was met in two consecutive years as
defined in the policy regarding the RPI, the first year was only considered as the year of eligibility. HUF 1,230 million (2020:
HUF 783 million) was recognized as expense for the program in 2021. The amount of the bonus payout depended on
Management level, target achievement of the segment and the number of years of consecutive overperformance.

20.1.4 Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before the nominal retirement date
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group recognizes
termination benefits whenit is demonstrably committed to either terminate the employment of current employees
according to a detailed formal plan without the possibility of withdrawal or to provide termination benefits as a result of
an offer made to encourage voluntary redundancy.

20.2 Employee-related expensesin the Statement of profit or loss and other comprehensive income

2020 2021

Short-term benefits (Note 20.1.1) ...cvevccierieieeeereseere e 77,940 75,829
Termination benefits (NOte 20.1.4) .ucveceeeveeeeeeceeeeee et 5,802 2,920
Equity-settled share-based compensations (Note 20.1.2.1)......cccceueueeeee 30 31
Cash-settled share-based compensations (LTI) (Note 20.1.2.2).............. 709 586
Cash-settled share-based compensations (RPI) (Note 20.1.2.3)............. 783 1,130
Total before capitalization 85,264 80,496
EXPEnses CapitaliZed ......coeeeeveeeeeeeieeceeeeietereee ettt ve e e eneeenen (6,260) (4,616)
Total 79,004 75,880
Total costs expensed in relation to defined contribution plans (including

social security CONtrBULION) .....cccucueeeeeeeeeeeeee s 12,693 11,275
Average number of employees (full time equivalent) .......c.ccoeeeecuereerennee. 7,358 6,932
Closing number of employees (full time equivalent).........cceceeeveeeececnnene. 7,132 6,786
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2020 2021
Cost of other purchased SEIVICES.......ccveieueeeeeeierececeee et (a) 42,116 40,088
Marketing EXPENSES .....ccruierereeereereeee et be e s s ae e ae e ean 8,563 9,053
U LY 8 ettt ettt ettt s e se e s ae e en s se e esenesennas 7,215 7,332
o T )V T Y OSSR 8,184 7,245
Other operating EXPENSES.....ccvurerieereeereererreree e eee s se e sae s sreseesenes 10,438 12,021
Total 76,516 75,739

Research costs recognized by the Group were not material in the presented years.

(a) Audit costsincluded in Cost of other purchased services

Cost of other purchased services, among others, include expenses incurred in relation to the audit of the separate and
consolidated financial statements of the members of the Group as well as other services provided by

PricewaterhouseCoopers Konyvvizsgald Kft. (PwC) as follows.

2020 2021
Audit of the financial statemMEeNts ......ceeeveeeeeeeeeceeeeeee e 388 392
Other audit-related fEES ..ot 16 19
Other non audit-related fEES ... 83 105
Total expenses payable to PwC 487 516

Audit of the financial statements is the aggregate fees of PwC in connection with the audit of our annual financial
statements and services performed in relation to legal obligations and submissions required by regulatory provisions.
Review of the quarterly financial statementsis alsoincluded, as well as information systems and procedural reviews and

testing to understand and place reliance on the systems of internal control.

Other audit-related services mainly include other professional auditing services provided by the Auditor beyond the audit
of the financial statements, as well as other audit procedure necessary for meeting the reporting requirements arising

from relevant legislation and internal regulations.

Other non-audit related fees are fees of PwC primarily related to consulting services and services like participation by

Magyar Telekom employees in conferences and training sessions organized by PwC.

22 OTHER OPERATING INCOME

2020 2021
Gainon the sale of PPE, Intangible assets and assets held for sale - net........ 2,140 751
Income received for the relocation and reconstruction of our own network. 796 901
Brand iCENSE FEE...cuiuiieeieeie et enene 300 300
(13- TSR 2,606 2,009
Total 5,842 3,961
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2020 2021
Interest income on financial aSSEtS .......cceeeeeiecieeeee e 248 292
Interest iNCOME fromM LEASES. ......eecueeeeeeeeeee e 14 13
Reversal of interest component of Provisions..........ccveeeerrierecerieneeseresenens 362 -
DIVIAENA INCOME ...ttt e e eene e e neeneens 52 S7
Total 676 362
24 INTEREST EXPENSE

2020 2021
Interest expense payable to DT ... 3,144 937
Other iNtErest EXPENSE....cuiiieeeceeteeereee e eaens 3,765 6,625
Interest expense on lease liabilities.......cceeeeeeieeciccee e 5,407 5,634
Accretion / interest ON ProviSioNS.......cceceeeeeeeeeeeeeeeeeeeeeeeeeese e eeeeeeeneens (788) 728
Borrowing costs Capitalized ..........ceceeeereeereeeeeeesiereeee e e (209) (157)
Total 11,319 13,767

In 2020, Accretion/interest on provisions included the interest of a released provision related to a legal case whichwas

rejected as ungrounded and the submitted appeal from MKT was accepted.

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset form part
of the cost of that asset. Other borrowing costs are recognized as an expense. Borrowing costs include interest and other
costs that the Group incurs in connection with the borrowing of funds. The borrowing costs eligible for capitalization are
capitalized applying the weighted average of the borrowing costs applicable to the general borrowings of the Group that
are outstanding during the period. For further information see Note 2.1.1. A qualifying asset is an asset that necessarily

takes a substantial period of time, in general over 12 months, to get ready foritsintended use.

Total Interest expense is shown net of borrowing costs capitalized using average borrowing rates of 0.47%-1.14%in 2021
(2020:0.92%-1.59%). When calculating the borrowing rates, Other finance expenses (included in Note 25) are also

considered.

25 OTHER FINANCE EXPENSE — NET

2020 2021
TN 0 1= 41 T 5,020 5,139
Net foreign exchange losses / (gains) on financial instruments................... 26,423 1,594
Other net foreign exchange l0sses / (GAINS) .vvreeerererrereeererereneseresessneresenens 3,834 502
Losses / (gains) on the subsequent measurement of derivatives contracted
LV gl =T ey =Yoo g YO (19,669) 3,988
Losses / (gains) on the subsequent measurement of financial assets at fair
value through profitor loss (other than derivatives).......ccccececcueeeececreenne. 35 11
Losses / (gains) on the subsequent measurement of financial liabilities at
fair value through profit or loss (other than derivatives).......c.ccecevevevevenne. 1 17
Losses / (gains) on the derecognition of derivatives contracted with
FELATEA PAITIES ...ururerereeeeececeeee et s s s s s s st s s s nnns (2,441) (10,960)
Total 13,203 291
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The highamount of Losses/ (gains) on the subsequent measurement of derivatives contracted withrelated partiesin
2020 was mainly due to the significant weakening of HUF exchange rates. During 2021 the market condition changes are
different, as HUF exchange rate has lower volatility and strengthened against EUR, however the HUF interest rates are
growing continuously, furthermore in 2021 the volume of derivatives were different.

The realized gains on the derecognition of derivatives contracted with related parties are higherin 2021, whichis mainly
due to expiring of two Cross Currency Interest Rate Swap deals.

26 CHANGES IN THE GROUP

26.1 Business combinations
26.1.1 Acquisition of ITgen Kft.

In November 2017 T-Systems Magyarorszag Zrt. signed a Share Purchase Agreement to acquire a 100% stake in ITgen
Kft.,an SAP technology and security specialist firm, for a purchase price plus a potential earnout payment totaling to a
maximum of HUF 1.2 billion, dependent on 2018, 2019 and 2020 financial performance. The closing of the transaction
took place in January 2018.

From the total purchase price HUF 799 million was paid in cash in 2018 while HUF 180 million, HUF 120 million and HUF
180 million (in2019, 2020and 2021 respectively) was paid from the earnout payment totaling to HUF 480 million
remeasured at the time of last payment date of 2021.

26.1.2 Cable TV network and operations

In 2021 and 2020, the Group acquired a number of cable TV businesses inindividually insignificant transactions. All these
acquisitions qualified as business combinations of the MT-Hungary operating segment. The vast majority of the total
purchase price was paid incashin 2021 and 2020.

The table below shows the summary of the transactions.

2020 2021
Consideration tranSferred......oco e 597 1,497
Less: Fair value of the net assets aCqUIrEd........cveveerveveerecreerereereeereeeeeeeeas (605) (1,483)
Total difference between consideration transferred and net asset
acquired (8) 14
- thereof gOOAWIll.....cc e 30 14
- thereof Negative goOdWIll™ .........cccveveeeveveeeeeeereeeeeeeeeeeeeeeeeeene (38) -

*The negative goodwill is accounted as an other income in the Statement of total comprehensive income.

The impact of Cable TV acquisitions were insignificant during 2020 and 2021, therefore disclosed data are comparable
without any adjustment.

27 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing profit attributable to the owners of the Company for the period by the
weighted average number of common stocks outstanding. All figures are presented in the Consolidated statements of
profit or loss and other comprehensive income.

There was no transaction resulting dilutive sharesin the reported periods therefore the presented basic and diluted EPS
areequalin 2020 and 2021.
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28 PURCHASE OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

The table below shows the reconciliation of investments in property, plant and equipment and intangible assets and the
cash payments made for these investments from continuing operations. Capitalized borrowing costs are included in the
Investments in PPE and intangible assets, where applicable.

12.31.2020 12.31.2021

Investments in property, plantand equipment (Note 9.2).........c..c......... 79,776 79,423
Investments in Right-of-use assets (Note 9.2) ....ccccccueeccceccrerereene 35,091 22,940
Investments inintangible assets (Note 10.2) .....ccccucueuereecrcrcrcrcrcreeene 119,568 113,755
Totalinvestmentsin PPE and intangible assets 234,435 216,118
Capitalized asset-related grant.........cccocceeeceeveeeeeeeeeeseeeseee e eeeeeeeneens (b) 1,480 (1,418)
Capitalized annual frequency fee payable .........ccocceveeccrcrccrcceeene (a) (37,343) (83,075)
Change in Right-0f-USE @SSEtS......cceueuerererereretete et (36,930) (22,940)
Recognition / (Derecognition) of investment tax credit.........ccccocueueeee.. (d) 2,823 2,341
Change intrade payables relating to capital expenditures ................... (c) (11,352) (120)
Cash payments for purchases of PPE and intangible assets.........c...... 153,113 110,906

(a) The present value of the frequency fees is capitalized as part of the intangible asset (Licenses) if the future payments
can be reliably estimated, however, these fees are paid in cash in subsequent periods. The cash payments on the
discounted liability are included in the Repayment of lease and other financial liabilities line of the Financing cash flow,
while the interest payments accruing on the discounted liability are included in the Interest and other financial charges
paid line of the Operating cash flow. The significant license acquisitions are described in Notes 10.5 and 34.2.

(b) In 2021 HUF 1,287 million is paid by the government. Itis presented in Notes 4.2.3.2 and see also Notes 9 and 14 for
government grants relating to the purchase of PPE.

(c) Changein payables relating to capital expenditures includes the effect that the actual cash settlement of the vendor
invoicesis made subsequent to the recognition of the investment.

(d) For further information of Recognition / (Derecognition) of investment tax credit see also Notes 6.

29 PURCHASE OF SUBSIDIARIES AND BUSINESS UNITS

12.31.2020 12.31.2021

Acquisition of ITgen Kft. (Note 26.1.1) ....cceerveveererreresiereesesese e 120 180
Cable TV businesses (NOte 26.1.2) .....cveeeereeerieteeeeseereeeeeee s esessens 447 1,497
Cash payments for purchases of subsidiaries and business units ............. 567 1,677

Cash payments related to the purchases of subsidiaries and business units include advance payments made before the
closing of the transaction, the initial purchase price paid on the closing of the transaction as well as amounts paid as
additional contingent purchase prices disbursed in years following the year of the business combination.

30 CONTINGENT ASSETS AND LIABILITIES

30.1 Contingent assets

A contingentasset is a possible asset that arises from past events and whose existence will be confirmed only by the
occurrence of uncertain future events not within the control of the Group. These assets are not recognized in the
statement of financial position.

The Group has no contingencies where the inflow of economic benefits would be probable and material.
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30.2 Contingent liabilities

No provisionis recognized for contingent liabilities. A contingent liability is a possible obligation that arises from past
events and whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future
events (excluding executory contracts) not wholly within the control of the entity; or a present obligation that arises from
pastevents butis not recognized because itis not probable that an outflow of resources embodying economic benefits
will be required to settle the obligation or the amount of the obligation cannot be measured with sufficient reliability.

The most significant contingent liabilities of the Group are described below. No provisions have been recognized for these
cases, as management estimates that itis unlikely that these claims originating from past events would resultinany
material economic outflows from the Group, or the amount of the obligation cannot be measured with sufficient reliability.

30.2.1 Hungary

30.2.1.1 Guarantees

Magyar Telekom Plc. is exposed to risks that arise from the possible drawdown of guarantees, for which see more details
in Note 4.5.4.

30.2.2 Norh Macedonia
30.2.2.1 Contingent liabilities

Makedonski Telekom has a contingent liability in the amount of MKD 240 million (HUF 1.4 billion) in respect of a court
case for damage compensation against Makedonski Telekom for alleged abuse of the dominant position on the market for
access to data transfer networks. Based on legal advice and strong legal arguments presented in the court procedure,
management believes thatitis not probable that the court procedure will resultin liability of the claimed size.

31 PURCHASE COMMITMENTS

31.1 Purchase commitments for tangible andintangible assets

The table below summarizes Magyar Telekom’s contractual purchase commitments for tangible and intangible assets
with the majority falling due withintwo years.

12.31.2020  12.31.2021

Property, plantand eqUIPMENT .......ce e e 4,166 6,977
INtANGIDLIE ASSELS ..o e 7,122 6,243
Total 11,288 13,220

31.2 Purchase commitments for businesses

AsatDecember 31,2021 and 2020the Group had no significant committed business combinations.

32 RELATED-PARTY TRANSACTIONS

Related-parties of the Group include legal entities and persons that are related to the Group.

A person or a close member of that person's family is related to the Group if that person:

= has control or joint control of the reporting entity;
= has significantinfluence over the reporting entity; or
= isa member of the key management personnel of the reporting entity or of a parent of the reporting entity.
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Anentity is related to a reporting entity if any of the following conditions apply:

= Theentity and the reporting entity are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

= One entity isan associate or joint venture of the other entity (or anassociate or joint venture of a member of a group
of which the other entity is a member).

= Both entities are joint ventures of the same third party.

= One entity isa joint venture of a third entity and the other entity is an associate of the third entity.

= Theentity is a post-employment benefit plan for the benefit of employees of either the reporting entity or an entity
related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring employers are also related
to the reporting entity.

= Theentityis controlled or jointly controlled by a person related to the entity or such a person holds a key positionin
the reporting entity.

= Theentity, or any member of a group of whichitisa part, provides key management personnel services to the
reporting entity or to the parent of the reporting entity.

The transactions withrelated parties are priced atarm’s lengths basis, if the conditions are met.
No impairment was recognized for receivables from related-parties in the reported years.

32.1 Deutsche TelekomGroup and the Federal Republic of Germany

32.1.1 Deutsche Telekom Group

Deutsche Telekom AG is the ultimate (indirect) controlling owner of Magyar Telekom Plc., holding 59.21% of the
Company’s shares. Deutsche Telekom Group has a number of fixed-line, mobile and IT service provider subsidiaries
worldwide, with whom Magyar Telekom Group has regular transactions.

Deutsche Telekom International Finance (DTIF) the subsidiary of DT AG is the treasury center of DT Group, which typically
provides loan financing across the DT Group including Magyar Telekom as anintercompany partner.

The table below summarizes the above related party transactions and balances with DT Group.

12.31.2020 12.31.2021

Revenue from services provided to DT Group companies.......cccceeeereercruene. 19,316 20,646
Costs of services provided by DT Group COMPanies......ccoverererererereeererennes (16,996) (13,505)
Income from support services provided to DT Group companies................ 73 89
Interest eXPenSe tO DTIF ... e (1,706) (487)
Interest eXPensetODT AG ... (1,438) (455)
Dividend paid to parent COMPAaNY.......cccvuverererererereseseseesesesesssssesssssesesesesesesns (12,454) (9,262)
Accountsreceivable from DT Group COMPaNI€S......ceeeereeecruererereerereerenncnens 6,465 5,543
Accounts payable to DT Group COMPANIeS......ceuverererererererereresesersreresssesssenens (11,032) (12,089)
Loans payable tO DTIF..... et (95,964) -
Loans payable to DT AG..... e sesns (89,456) (128,258)
Fair value of swap agreements with DT AG — asset.....cccrerrenrenrccneenceenee 20,696 16,715
Fair value of swap agreements with DT AG — liability ....c.ccccoveveveveeecrenenncns (13) (20)

32.1.2 The Federal Republic of Germany

The Federal Republic of Germany is both a direct and anindirect shareholder and holds approximately 32 percent of the
share capital of DT AG. Due to the average attendance at the shareholders’ meetings, the Federal Republic of Germany
represents a solid majority at the shareholders’ meetings of DT AG, although it only has a minority shareholding, making
DT AG adependent company of the Federal Republic. Therefore, the Federal Republicand the companies controlled by
the Federal Republic or companies over which the Federal Republic can exercise a significant influence are classified as
related parties of DT AG, and consequently of Magyar Telekom as well.
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DT AG and Magyar Telekom did not execute, as part of its normal business activities, any transactions that were
individually material in the 2021 or 2020 financial year with companies controlled by the Federal Republic or companies
over which the Federal Republic can exercise a significantinfluence.

32.2 Board and Supervisory Board members

2020 2021

Remuneration of the members of the Board of Directors.......ccccceecereecnee. 28 22
Remuneration of the members of the Supervisory Board..........cccceerueucneee. 44 37

Loans granted to the members of the Board of Directors .....c.ccccveevercrnnee. - -
Loans granted to the members of the Supervisory Board........cccceeerueeneee. - -

32.3 Key management

Key management has been identified as the members of the Company’s Chief Officers. The Chief Executive Officer (CEO)
and the other Chief Officers (Chief Officers) together fulfill the Chief Operating Decision Maker (CODM) function in the
Group.

The table below shows, in total, the compensation expenses (including social security and other payroll-related taxes)
incurred by the Group inrelation to the key management.

2020 2021
Salaries and other employee benefits......coveeveerenrennc e 712 1,152
Contractual termination EXPENSE.....cc.cccrerrrrrererereereee e 150 -
Share-based compensation (Note 20.1).......ccceerveverrerereneesrereeeeee e 24 20
886 1,172
Of which costs expensed in relation to defined contribution plans
(including social security contribution)...........ccccecucvevccrerereeeceeeeaee. 152 157

The Group does not provide loans to its key management.

33 REPORTABLE SEGMENTS AND INFORMATION ABOUT GEOGRAPHICAL AREAS

33.1 Segmentinformation

The Group’s segments are reported ina manner consistent with the internal reporting provided to the CODM, the key
management of Magyar Telekom Plc.

The CODM of Magyar Telekom Plc is responsible for allocating resources to, and assessing the performance of, the
operating segments on a monthly basis. The Chief Officers assess the performance of the Company and make their
decisions.

The accounting policies and measurement principles of the operating segments are very similar to those applied for the
Group described in Note 2. The differences primarily originate from the fact that the operating segments’ annual results
are determined and closed at an earlier stage, around January 8—10 each year, than these Financial statements. Any items
discovered and requiring adjustment between the closing date of the segment results and the approval date of the
Financial statements are reflected in the nextyear’s segment results.

The operating segments’ revenue includes revenue from external customers as well as the internal revenue generated
from inter-segment support services.
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The operating segments’ results are monitored by the Company’s management down to EBITDA AL (Earnings before
interest, tax, depreciation and amortization but including the depreciation and interest of Right-of-Use assets) level.

The Company’s management does not monitor the assets and liabilities at segment level.

Another important KPl monitored at segment level is capital expenditure (CAPEX) and CAPEX AL (after lease, excluding
the Capex of Right-of-Use assets) which is determined as the annual investments in PPE and Intangible assets.

33.2 Reportable segments
Magyar Telekom'’s operating segments are: MT-Hungary and North Macedonia.

The MT-Hungary segment operates in Hungary, providing mobile and fixed line telecommunications, TV distribution,
information communication and system integration services to millions of residential and business customers under the
Telekom and T-Systems brands. Residentialcustomers are served by the Telekom brand, while business customers
(corporate and public sector customers) are served by the T-Systems brand. The MT-Hungary segment is also responsible
for the wholesale of mobile and fixed line services within Hungary, and performs strategicand cross-divisional
management, as well as support functions on behalf of the Group including Procurement, Treasury, Real Estate,
Accounting, Tax, Legal and Internal Audit. This segmentis also responsible for the Group’s points of presence in Bulgaria
and Romania, where it primarily provides wholesale services to local companies and operators.

The North Macedonia segmentis responsible for the Group’s full-scale mobile and fixed line telecommunications
operationsin North Macedonia.

33.2.1 Informationregularly provided to the CODM

The following tables present the segment information by reportable segment regularly provided to the CODM, reconciled
to the corresponding Group numbers. Thisincludes several key indicators of profitability that are considered for the
purposes of assessing performance and allocating resources. Management believes that Revenue, EBITDA, EBITDA AL and
Capex, Capex AL are the most appropriate indicators for monitoring each segment’s performance and are the most
consistent with how the Group’s results are reported in these financial statements.

Revenue 2020 2021
Total MT-HUNGArY rEVENUE ....c.eeeeeeeecreeereseee e sae e senaesnens 609,292 634,471
Less: MT-Hungary revenue from other segments ........coeveeeeeererereeeene (135) (119)

MT-Hungary revenue fromexternal customers 609,157 634,352
Total North Macedonia reVENUE.......c.ccerverereererereese e 63,789 65,603
Less: North Macedonia revenue from other segments..........c.ccccccueueneee. (71) (57)

North Macedonia revenue from external CUStOMErS.....cccvrerrersersersersenas 63,718 65,546

Total consolidated revenue of the segments 672,875 699,898

Measurement differences / rounding between segment and Group

TEVENUE ....etveuereenerseeesesessessessesessasesessesesnsessansssansasessanessensesessesessesessensansasen 173 222

Totalrevenue of the Group 673,048 700,120
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MT-Hungary revenue 2020 2021

VOICE vt eeetetee ettt et es e e et es e e e s esesseessesess s eeebese s eessesenseesaennneeees 119,035 114,793
NON-VOICE .ttt ee et ee et se e s se e s eaese s eesasse s eeeasseaneeeneaen 112,091 131,397
Lo 0T o 03T g1 O 86,930 94,452
(13 1=Y T 8,941 9,283
Total mobile revenue 326,997 349,925
RV TToTS =Y =1 OO 34,488 32,062
o]gor Lol oT-YaTo [l (=1 v: 1 54,858 57,666
T ettt ettt bttt e bbb e e b be s ettt e e s te e e enne 47,175 51,046
Lo TV g = o1 OO 22,042 19,232
(13T TSR 38,341 40,302
Total fixed-line revenue 196,904 200,308
SI/TT FEVENUE ceveeeeeeeecesececesesese ettt bbb st st sbsb st st st st sbsbsbsbebebsbebebebesesesesesesesenas 85,391 84,238
Totalrevenue of the MT-Hungary segment 609,292 634,471
North Macedoniarevenue 2020 2021

VOICE vt eeetetee ettt et es e e et es e e e s esesseessesess s eeebese s eessesenseesaennneeees 16,223 16,681
N0 Yo o 10,439 11,815
Lo 0T o g 1= g1 OO S 9,548 9,407
(13 1=Y OO OO 1,383 1,562
Total mobile revenue 37,593 39,465
RVt =1 - 5,065 5,001
Broadband - retail.....cccececeeieeieeeeeesee s s 6,110 5,130
T ettt ettt ettt e e et e e e et ese s et bebe s e bt e et ete e e enne 5,180 5,457
Lo TV g = o1 OO 314 221
OtNET ettt ettt e et et ee et a e ee st ne s epe e e nne 5,452 7,699
Total fixed-line revenue 22,121 23,508
SI/TT FEVENUE ceveeeeeeeceseeeeesesese ettt bbb stsbsbs bt s b st st st st st e e bsbebebebesesesesebesesenas 4,075 2,630
Total revenue of the North Macedonia segment 63,789 65,603
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Segment results (EBITDA) 2020 2021

MT -HUNGANY. ..ttt s s 200,260 213,034
Lo u g\ - Tot =T [0 o - Y 25,589 27,778
Total EBITDA of the segments 225,849 240,812
Measurement differences / rounding between segment and Group

EBITDA ...ttt et e e s e ae e et a bt enanan 33 (41)
Total EBITDA of the Group 225,882 240,771
NI 0o =T Y 177,794 189,385
[\ o g T\ = ToT=To [o] 1= Y 24,798 26,919
Total EBITDA ALof the segments 202,592 216,304
Measurement differences / rounding between segment and Group

EBITDA AL .ottt ettt aee e s s s s e e se s e eanse e e enenen 33 (41)
Total EBITDA ALof the Group 202,625 216,263
Capital expenditure (Capex) on PPE, Intangible assets and Right-of- 12.31.2020 12.31.2021
use assets T e
NI o O aTo = o RS 129,110 115,939
Lo d g\ F=ToTTe (o] o - OO 13,076 16,281
Total capital expenditure of the segments 142,186 132,220
Acquisition of mobile licenses (NOte 10) .....cvevvveveeeeieereeeeeeeseeeeeeee s 92,375 84,152
Other measurement differences between segment and Group Capex.... (126) -
Totalinvestments of the Groupin PPEandIntangible assets........c..c..... 234,435 216,372
Capex AL 12.31.2020 12.31.2021
NI O qTo - oY 185,307 177,211
[\ o g T8\ F=ToT=To [o] 1= 12,324 16,221
Total Capex AL of the segments 197,631 193,432
Measurement differences to Capex AL of the Group......cccceeeeeererereennee. - -
Total Capex AL of the Group 197,631 193,432

The acquisition of mobile licenses is not considered part of the Capex measure of the segments. Total investments of the

Group in PPE and Intangible assets correspond to the “Investments” lines disclosed in Notes 9, 10 and 28.
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33.3 Information about geographical areas

The table below shows the revenue generated from external customersin the countries where the Group operates, using
the same measurement principles as for the corresponding Group numbers. As other sources of revenue represents an
insignificant part of total revenue, we assumed regarding geographical areas of revenue that total revenue is revenue
from contracts with customers.

Revenue 2020 2021

[ Vg Yo Y R 601,608 625,857
[N\ o g T\ = ToT=To [o] 1= 63,718 65,546
(0] 0 T= 01 = T 4,563 5,240
=0T C o F- Y - U 3,159 3,477
Totalrevenue of the Group 673,048 700,120

The table below shows the Non-current assets of the Group located inthe countries of operations (including goodwill
allocated to operating segments operating in these countries) and the reconciliation to the total Non-current assets of the
Group, using the same measurement principles as for the corresponding Group numbers.

Non-currentassets 12.31.2020 12.31.2021
HUNGAIY «ett ettt s bbb e neeaene s pe e an s 952,996 1,019,921
[N o g T8\ = ToT=To [o] 1= P 102,395 102,967
S TU Lo E- Y g - U 3,967 3,759
o] 0T o = VOO 2,948 2,861
Total excluding Other non-current financial assets, Investmentsin

associatesand jointventures and Deferred tax assets ........ccoeeeeenreraes 1,062,306 1,129,508
Other non-current financial assets (Note 4.2.3.3)..ccoveueveeeeeereeeereeeseenns 29,180 39,136
Investments in associates and joint ventures (Note 11).....c.ccceveeeeveernnnes - -
Deferred tax assets (NOTE 6.3.2) ...cvvcreeeeeeereeeeeeeeereeeseeeeeesessesessesseseseeeens 118 125
Total Non-current assets of the Group 1,091,604 1,168,769

34 REGULATED MARKETS AND PROCEDURES

Magyar Telekom's primary activities are the fixed-line and mobile operations in Hungary. These services are regulated by
Europeanand Hungarian legislation.

The most important features of the regulation of these services are described below.

The regulation of the Hungarian telecommunications marketsis primarily based on Act C of 2003 on Electronic
Communications (Eht.) and the decrees issued by the President of the National Media and Communications Authority
(NRA). The NRA is anindependent regulatory body which, inaddition toits law enforcement activities, also legislates on
the basis of legal authority.

Hungary implemented Directive 1972/2018/ EU (EECC) partially by December 21, 2020 (with Section 16 of the
Electronic Communications Act being applicable June 30, 2021). The EECC regulates fix and mobilecall termination rates
inthe whole EU/EEA bya Delegated Act, but the legal framework for formerly regulated markets remains largely
unaffected by the EECC.
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34.1 Accessregulation

Regulated markets are governed by EU Commission’s recommendations. Paralel to the EECC, the Commission produced a
new recommendation replacing Recommendation 2014/710/ EU: 2020/2245/EU. The new recommendation only covers
twomarkets:

= Wholesale access for mass-market products
=  Wholesale high-quality access ata fixed location

National NRA's, nonetheless, have the power to diverge from this recommendation. The former Hungarian regulation
designates 4 regulated markets, Magyar Telekom is currently designated as an SMP operator (a service provider with
significant market power) on all of these.

M1: With regards the fix networks’ regulated interconnection (M1) the NRA published its fifth-round market analysis
procedure’s resolution on May 15, 2018. The resolution’s FTR (fix termination rate) proposal - thatis based ona pure BU-
LRIC model -is 0.26 HUF/min. The new fee had to be applied symmetrically with an effect from end of the second quarter
of 2018 altogether for 144 operators. Previous regulation of fix origination, also carrier selection and call-by-call
obligation was terminated with this last resolution.

The latest MARIO and supplementary interconnection service fees came into force on January 1, 2020.

M2: The Company is designated as an SMP operator (a service provider with significant market power) in the mobile
wholesale call termination market (new M2, old M7 market) and subject to regulatory obligations regarding the
termination charge of callsinto its network, mobile termination rate (MTR). The last mobile market resolution was
published intwo folds: one resolution only contains the SMP designation, with the obligations, suchasthe nMTRof 1.71
HUF/min net cost-based fee remaining untouched, while with regards to obligations, the NRA delivered a separate
resolution.

M3: Magyar Telekomis Hungary’s leading fixed-line broadband service provider in the wholesale market and one of the
leading onesinthe retail market. Inaccordance with the effective resolution, all retail fixed products shall be
‘reproducible’ by competitors based on the wholesale service. Consequently, the full retail portfolio shall have a wholesale
equivalent. Previous regulation defined a retail minus price setting.

The NRA published the latest resolutions with regards to markets 3a (M3a) and 3b (M3b) on December 15,2017. SMP
operatorsare obliged to prepare reference unbundling offer for access to (physical) passive network infrastructure (RUQ)
and to provide these services when there is a request for them by other telecommunications service providers. The
reference offer of each SMP operator must be approved by the NRA. The latest market resolution introduced the
geographical segmentation, thus relieving the company of obligations in certain competing settlements. Magyar Telekom
was designated asan SMP in both 3a and 3b markets. Service fee calculation for all relevant regulated services — both
markets 3a (resolution PC/17915-66/2017.) and 3b (resolution PC/17920-66/2017.) - are with a BU-LRIC+ model. New
fees had to be applied as of January 1, 2019.

Asanovelty the geographically segmented regulation was implemented with the last resolution. As a result, in those
settlements where competition bases, Magyar Telekom’s SMP was withdrawn. In the M3a resolution a new service
obligation has beenintroduced, the L2-WAP (Layer 2 Wholesale Access Service) obligation. The NRA has published the
latest reference unbundling offer — containing the L2WAP service — through its resolution PC/16593-31/2018. on
November 6, 2019. The revised reference offer entered into force on December 1, 2019. The L2-WAPservice is to be
offered sixth months after the entry into force of the revised reference offer, i.e. June 1, 2020.

M4: Inthe high-quality broadband market (M4)the NRA published its resolution (PC/12186-44/2018.)on February 27,
2019. Magyar Telekom has been designated as the SMP for the “Ethernet leased line termination segment service”.
According to the resolution Magyar Telekom is subject to SMP obligations throughout Hungary, providing high-quality
access at aregulated cost-based price.

34.2 Spectrumprocedures

In June 2012, the Hungarian Parliament adopted the modification of the Electronic Communications Law extending the
scope of competence and tasks of the NRA. Pursuant to the amendment, all spectrum-related issues are dealt with by the
NRA.
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On December 7, 2004, the Company obtained the spectrum usage right of certain frequency blocks in the 2100 MHz band
for the deployment and operation of an IMT2000/UMTS mobile telecommunications system (3G system). The duration of
the spectrum license was 15 years (until December 7, 2019) that was extended for another 7.5 years in December 2018
for a one-time fee of HUF 11 billion.

The Company won a tender for a spectrum usage right for a 26 GHz block on April 30, 2009.0n May 14, 2012 the NRA
granted spectrum license to Magyar Telekom for four pieces of basic spectrum blocks (4 x 2 x 28 MHz each) in the 26 GHz
band. Furthermore, Telekom acquired GTS Hungary Ltd’s two blocks in the 26 GHz band for HUF 114.6 million net, and has
ausage right for it from November 1, 2016. Blocks purchased in 2009 were extended in 2018.

The Company filed an auction bid in December 2011 with the NRA for the right of use of unused spectrum inthe 900 MHz
frequency band, related to the provision of mobile telecommunications services. The spectrum can be utilized ina
technology-neutral manner. The NRA announced its first-instance decision on the result of the 900 MHz auction (Auction)
on January 30,2012. Magyar Telekom won the right of use of two duplex frequency blocks of 1 MHz each for a period of
15 years.

On September 6, 2013 Magyar Telekom and the NRA signed the modification of the Authority Contract on the use of the
900 MHz and 1800 MHz frequency bands. The main stipulations of the modification are the following:

On May 22,2014, the NRA published the “Documentation for the tender announced in the subject of spectrum licenses
for broadband services”. Blocks in 800MHz / 900MHz / 1800 MHz / 2600 MHz and 26 GHz frequency bands were
auctioned.

On September 29, 2014 the NRA published the tender results so that Magyar Telekom acquired the following frequencies
for anaggregate amount of HUF 58,650 million:

2x10MHzin800 MHz
2x2MHzin900 MHz

2x 30 MHzin 2600 MHz
2x10MHzin1800 MHz.

On October 15, 2014 Magyar Telekom and the NRA signed the Authority Contract on the use of the 800 MHz, 900 MHz
and 1800 MHz frequency bands that came into force right on that day. For the new bands the frequency license and radio
permission were issued on October 17,2014 to Magyar Telekom.

Asaresult of the last tender Magyar Telekom acquired frequency usage rightsin the above listed spectrums till June 15,
2029. The Authority Contract can be extended another five yearsif all requirements defined in the contract are met.

On July 18, 2019,the NRA published the “Documentation for the auction announced in the subject of spectrum licenses
for 5G services”. Blocks in the 700 MHz / 2100 MHz/ 2600 MHz and 3600 MHzfrequency bands were auctioned.

On March 26, 2020 the NRA published the bidding results of the auction so that Magyar Telekom acquired the following
frequencies for HUF 54,240 million:

= 2x10MHzin700 MHz
= 2x10MHzin2100 MHz
= 1x120MHzin3600 MHz.

Asaresult of the auction Magyar Telekom acquired frequency usage rights in the above-listed spectrums till April 3, 2034.
The usage rights can be extended another five years if all requirements defined in the documentation are met.

On October 16, 2020, the NRA published the “Documentation for the auction announced inthe subject of spectrum
licenses for 900 MHz and 1800 MHzbands”. Usage rights is valid for 15 years starting from April 2022 and might be
extended another five yearsif all requirements defined in the documentation are met. Magyar Telekom submitted its
participation request on November 10, 2020.Six lots of 2x5 MHz blocks were sold in the 900 MHz band, and 12 lots of 2x5
MHz blocks were sold in the 1800 MHz band.

Magyar Telekom acquired 2x8 MHz in the 900 MHz spectrum band while 2x20 MHz in the 1800 MHz spectrum band.

96



mflm = = EGYUTT. VELED

34.3. Universal services

Universal services are basic communications services (including access to communication services at a fixed location,
public payphones, directory and directory enquiry services) that should be available to all customers at an affordable
price. The NRA published its request for voluntary universal service provisioning on January 19, 2018. MT did not bid on
any parts of the universal services, so the NRA designated MT to offer the following universal services from January 1,
2019: public payphones, access on fixed location and for national directory enquiry service. As a result of the procedure
MT lost two primary areas to serve (Szekszérd — nr74 and Paks — nr75) and received a new one (Szeged - nr62).

The EECC brings a new framework in universal services as well — MT willlikely be able to let go of some of the obscure
obligations of the past, while Hungary will have to ensure affordable and available internet access to consumers. This
obligationisstill to be investigated by the NRA.

34.4.End-userrights

Since June 30, 2007, an EU regulation has been regulating international roaming tariffs for wholesale and retail customers
on the basis of a price cap system. The first EU roaming regulation prescribed a glide-path that mandated annual
reductions of wholesale and retail prices. (EU Roaming Regulation|.)

As of July 2009. the EU also introduced regulated tariffs for SMS and data roaming similarly to the regulation of voice
roaming. (EU Roaming Regulation 1.

AsofJuly 1,2012. the EU further broadened the European roaming regulation with a new regulatory measure: separate
sales of regulated roaming services. As aresult, Magyar Telekom had toimplement the technical possibility to host an
Alternative Roaming Providerinits network and also it allows its own customers to use Local Break-out solutions within
the EU offered by a foreign EU member country’s mobile operator from July 1, 2014. (EU Roaming Regulation l.)

The actual EU roaming regulation - “Full Roam Like At Home With Fair Use Policy Possibility” - is applied from June 15,
2017.(EU Roaming Regulation IV.). As a result, European retail roaming price levels for voice, SMS and data are equal to
domestic prices since summer 2017. The Commission implementing regulation (EU) 2016/ 2286 of December 15, 2016
laid down detailed rules on the application of fair use policy and on the methodology for assessing the sustainability of the
abolition of retail roaming surcharges and on the application to be submitted by a roaming provider for the purposes of
that assessment.

In addition, the Company has implemented, by the required deadline of May 15, 2019, Regulation (EC) No 2018/1971 of
the European Parliament and of the Council supported by BEREC and BEREC Office, and according to the modified
Regulation (EU) 2015/2120, taking into account the withdrawal decision of regulation 1211/2009/EC regulation, the
reduction of charges for international calls and SMSs to member states of the European Union.

The EECC affected all customer relations of MT — we prepared for compliance with serious IT-developments as well as
changesinour processes.

34.5 Macedonian Mobile

The Group isalso presentin the North Macedonian mobile market through its subsidiary, Makedonski Telekom AD Skopje
(MKT, previously T-Mobile). The North Macedonian telecommunications sector is regulated by the Electronic
Communications Law (ECL) enacted in March 2014 as primary legislation and rulebooks as secondary legislation.

On September 5, 2008, Agency for Electronic Communications (NRA), ex officio, issued a notification to T-Mobile for
those public electronic communication networks and/or services which has been allocated thereto under the Concession
Contracts. The license for radiofrequencies used by T-Mobile inthe GSM 900, bad was issued also ina form regulated in
the ECL witha validity period until September 5,2018, which was renewed in 2018 for additional 10 years until 2028. Due
to the changesin the bylaws, the 200 MHz band is opened for UMTS technology and based on MKT’s request the
radiofrequency license is changed so that these frequencies are now technology neutral.

Decision for granting 2x15 MHz license on 2100 MHz was announced in 2008. The validity of the license was 10 yearsi.e.
until December 17, 2018. The license was renewed in 2018 for 10 years, until 2028 in accordance with the ECL.

Anauction procedure concluded in August 2013 awarded the whole 790 — 862 MHzband together with the unassigned

spectrum inthe 1740-1880 MHz band for Long Term Evolution (LTE) technology ina public tender. Each of the 3 North
Macedonian mobile operators, at that time, obtained an LTE radiofrequency license of 1x10MHz in the 800 MHz band and
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2x15 MHz inthe 1800 MHz band. Each license was acquired for a one-off fee of EUR 10.3 million (approximately HUF 3.2
billion). The license is for 20 years, until December 1, 2033, with an extension option for additional 20 years, inaccordance
withthe ECL.

After the merger of One and VIP, A1 Macedonia (former one.VIP) submitted a request on November 18, 2016 to NRA for
change of the licenses for using radio frequencies in land mobile service with record numbers 108269/1,108271/1,
104068, 104069,104711,108269/2 and 108267 /2.NRA brought resolution not to approve the reshuffling request of
One.VIP.

In tender procedure, new license in 2100 MHz (2x15 MHz) was issued to MKT. New license in 2100 MHz (2x10 MHz) was
issued also to A1 Macedonia. License validity is until end of 2028.

On December 19, 2014, amendments of the ECL were enacted. Many significant changes were made to the ECL, with the
Balkan Roaming Regulation being one of the mostimportant changes made in line with EU Roaming Ill regulation. The
glide pathfor roaming prices reduction finished on July 1, 2017.1n 2019, regulatory bodies of the West Balkan countries
(WB6) (North Macedonia, Montenegro, Serbia, Bosnia, Albania, Kosovo) introduce roaming regulation, starting with
RLAH+ surcharge model from July 1,.2019 until June 30, 2021. From July 1,2021 RLAH - (Roam Like At Home) model
regulation shall be in place. With this regulation, the international termination rates between the WB6 countries were also
decreased.

Both mobile operators on the market, Makedonski Telekom and A1 Macedonia are designated as operators with SMP
status on the relevant wholesale market “Access and call origination on public mobile networks”.NRA imposed same
regulatory remedies for both operators:

= mobile access obligation for all MVNO hybrid types (including Reseller),

=  cost based price for Full MVNO,

= retail minus (-35%) for the Reseller,

= obligationforaccess to MMS services and mobile data based ontechnology neutrality.

AnMVNO, Lyca Mobile hosted on A1 network entered the Macedonian market and started retail operationsinJuly 2016
under regulated wholesale conditions. Also, from October 2020, new MVNO (Green Mobile) started operating, hosted on
Al network.

The cable operator Telekabel which on the marketis already present by offering fixed services (voice, broadband and TV),
inJanuary 2019 started operating as an MVNO hosted on Makedonski Telekom mobile network under regulated
wholesale conditions.

Both operators, Makedonski Telekom and A1 Macedoniaare designated as operators with SMP status on the relevant
wholesale market “Wholesale call termination on public mobile networks”. The current termination rates are symmetrical
for Makedonski Telekomand A1 Macedonia, but Lyca Mobile has high asymmetry starting from May 2018. With the new
analysis of the relevant marketin 2020 symmetry was implemented also for Lyca Mobile from July 1,2020.

The license duration of two licenses previously owned by VIP was until 2017, 10 MHz from 900 MHz band and 10MHz
from 1800 MHz band expiredonMarch 23, 2017, positioned in the lower parts of the bands. At the request from A1l
Macedonia (former one.VIP) for license prolongation, the NRA adopted resolution No. 0804-974 from November 2, 2016
not to prolong these two licenses. At the moment these radiofrequencies are not allocated and these are not available for
sale, they are saved for a third entrant.

On May 26, 2017 A1 Macedonia submitted a request to the NRA for change of the license for using radio frequenciesin
land mobile service with registered number 108267/2, whereby the following radiofrequency block was allocated: 1770-
1785/1865-1880 MHz.0On October 9, 2017, the NRA issued resolution for refusal of A1 Macedonia’s request for
reshuffling on 1800 MHz.

Based on the appeal submitted by A1 Macedonia, in September 2019 the reshuffling request on 1800 MHz was finally
approved by the NRA, due toa court decisionin favor of A1 Macedonia. Inthe 1800 MHz range A1 Macedonia willget
huge continuous block of 35 MHz effective October 15, 2019. Based on MKT request, NRA prolonged the licenses on 900
(2x12.5 MHz),1800 (2x10MHz) and 2100 (2x15 MHz)for additional 10years validity (until 2028-2029) without onetime
fee.

In April 2019, Ministry of Information Society and Administration issued National Broadband Strategy which sets the
following targets:
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By the end of 2023 at least one major city should be covered with 5G signal;

By the end of 2025 the regional highways and state highways set NRA should be covered by a continuous 5G signal;

By the end of 2027 all urban areas will be covered by a continuous SG signal;

By the end of 2029 everyone will have access to SG internet with a minimum internet speed of at least 200 Mbps;

= Bythe end of 2029, atleast 50% of the total number of subscriber contracts of households across the country should
have internet access of at least 100 Mbps;

= Bythe end of 2029 all households in the Republic of North Macedonia will have affordable access to a network that
provides download speeds of at least 100 Mbps with the possibility of upgrading to gigabit speed;

= Bythe end of 2029, all public institutions (schools, universities, research centers and other educational institutions,

health institutions, ministries, courts, local governments and other public authorities and bodies,) should have

symmetric access to the Internet of atleast 1Gb/s;

Based on public debate at the beginning of 2021 NRA adopted changes in the Rulebook on Radiofrequencies fees:

= Decrease of RF fees from 3.x GHz for 50% (from 4,000 EUR/MHz to 2,000 EUR/MHz)
= Decrease of RF fees for 700 MHz for 50% (from 11,480 EUR/MHz to 5,740 EUR/MHz)
= Decrease of RF feesabove 55 GHz (E band RF links) for 50% (from 4,000 EUR/250 MHz to 2,000 EUR/250 MHz)

S5G public tender is expected to be published By NRA in March 2022 for the following radiofrequency bands 700 MHz, 3.x
GHz. Ending of the procedure could be expected in second or third quarter of 2022.

34.6 Macedonian Fixedline
Makedonski Telekom has SMP obligations in several regulated markets for fixed services.

Atthe beginning of 2015, the regulation for access to fiber wasimplemented, with Local Bitstream Access over NGA on
level 3and 4 and VULA (Virtual Unbundled Local Access) regulation on level 2. The introduction of new technologies
(VDSL Vectoring technology in 2017) announced by MKT for the retail customers led to the introduction of new wholesale
access products and reshaping of the regulatory obligations.

The final document for the wholesale central access for mass-market products provided at a fixed location market
analyses (Market 6) was published in April 2017. For the first time NRA imposed a regulation on the access to Hybrid Fiber
Coaxial Access (HFC). All existing obligations for the copper and fiber network remain unchanged. All obligations applyto
the MKT and tothe A1 Macedonia operator as SMP onthe broadband market.

The amendments from September 2016 with a new obligation to register the new and existing electronic networks
(ATLAS), refer to the joint building and use of networks and a new obligation for NRA to publish the received reports on
the optic backbone segment measurements by all operators.

NRA published tender for USO provider in October 2021, for the period 2022 t0 2026, and one of the main criteriais the
required amount for a refund.

According to the results from the tender, Makedonski Telekom is designated for universal service provider until 2026 for
Fixed access and access for disabled users (voice and internet of minimum 12Mbit/s download)

A1 Macedonia was designated for Public payphones.
R3 Infomedia signed contract with the NRA for the Telephone Directory and Directory Inquiry universal services.

Following the market trends and the EU regulation, the NRA made decisions for deregulation on several markets: trunk
segment of leased lines and avoiding regulation of the Ethernet leased line services; minimal set of leased lines (retail);
WLR (Wholesale Line Rental) market; traditional retail fixed voice services (access and traffic). MKT has a cost-based price
obligation for the regulated wholesale services, using Long Run Incremental Costs methodology (LRIC).

In the middle of 2019 NRA implemented ERT testing (margin squeeze methodology) to NGA based broadband wholesale
services supplied by the two dominant operators (MKT and A1Macedonia — former One.Vip). The developed ERT model
will test the economic replicability of the retail bundles including broadband services with access speed higher than 30
Mb/s.
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35 EVENTS AFTER THE REPORTING PERIOD

35.1 Sale of Pan-Inform

T-Systems Magyarorszag Zrt. signed a sales purchase agreement on the sale of its subsidiary Pan-Inform Kft., the scope of
the agreement covers the support and development operations provided for central healthcare services in Hungary and
the related hospital information system. The closing of the transaction and the settlement of the HUF 5.5 billion selling
price took place at the end of January 2022. Please see Note 8.2.

Budapest, February 23,2022
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INTRODUCTION

The Company’s activities are describedin Note 34 of the Consolidated Financial Statements, while the business report
provides additional information on the following topics:

SUMMARY ON 2021 OPERATIONS

THE COMPANY’S SHARE CAPITAL, VOTING RIGHTS AND TRANSFER OF SHARES
CORPORATE GOVERNANCE

SOCIAL COMMITMENTS, LABOR STANDARDS, HUMAN RIGHTS
COMPENSATION OF MEMBERS OF THE BOARD OF DIRECTORS, SUPERVISORY BOARD, AND MANAGEMENT
RESEARCH AND DEVELOPMENT

REAL ESTATE, SITES OF OPERATION

SUSTAINABILITY

ENVIRONMENT PROTECTION

CORPORATE COMPLIANCE

ECONOMIC ENVIRONMENT, OUTLOOK AND TARGETS

INTERNAL CONTROLS, RISKS AND UNCERTAINTIES

ANALYSIS OF FINANCIAL RESULTS FOR 2021
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SUMMARY ON 2021 OPERATIONS

Financials

Magyar Telekom delivered revenue and EBITDA AL results overperforming the targets communicated for 2021 thanks to
the improving operating environment coupled with the successful monetization of our quality networks and appealing
service offerings. Group revenue rose by 4.0% year-on-year to HUF 700.1 billionand EBITDA ALreached HUF 216.3 billion
representing a 6.7 % increase year-on-year.

Werecorded a4.1%rise in our investmentsin 2021, CAPEX after lease excluding spectrum licenses grew to HUF 109.3
billion, reflecting the further accelerationin network related investments to meet customer demand. As a result of that
and some unfavorable changes in working capital development, cash flow excluding spectrum licenses amounted to HUF
56.2 billionin 2021.

Network

In 2021, we continued our flagship investmentsin Hungary which aim to provide our customers with an outstanding
network that they require and appreciate, whether they are at home or on the move.

Thanks to our fiber rollout program and the highest ever annual expansion of over 440 thousand further gigabit capable
access points, we were able to provide gigabit speed at more than 3 million access pointsin Hungary by the end of the
year. This translates to over two-thirds of our fixed infrastructure, with over 1 million customers choosing to connect via
gigabit technology to our fixed network.

We also proceeded with the comprehensive 3-year mobile radio network modernization project, allowing us to meet the
surging mobile data demand as well as to steadily expand SG coverage, reaching over 10% based on the Hungarian
population by the end of 2021.

Magyar Telekom also secured critical spectrum on the 900 and 1800 MHzfrequency bandsin 2021, a significant
milestone which will allow our customers to continue to enjoy superior mobile services and innovative solutions going
forward.

Customers

Our efforts to provide outstanding infrastructure are reflected in the continued positive momentum in our customer base:
fixed broadband subscriber base expanded by 7% and by now one out of four broadband customersis subscribed toa
Gigabit speed. On the mobile side, we recorded the highest data traffic ever, whilst the average monthly mobile data
usage per customer rose by over 30% year-on-year, supporting value creation.

Furthermore, the excellent service and tailor-made solutions to our customers, were reflected in the continued increase in
customer satisfaction, reflected also in the improvement of Magyar Telekom’s TRIM index scores measured among
residential and SOHO customers.

Resilience

We also progressed with the implementation of internal efficiency measures, which have in combination with our
digitization agenda positioned us well to generate higher profitability and reinforce our resilience to external challenges
that may result from our rapidly changing environment.

We received further recognition of these efforts and progress by Scope Rating, which has affirmed our BBB+ issuer credit
rating with a stable outlook, and specifically emphasized the Company’s strong market position and resilient operational
structure.

The results of Magyar Telekom’s latest sustainability cycle spanning the 2016-2020 period were presented, detailing our
strategy with respect to digital sustainability, climate protection, equal opportunity and diversity. In addition, Magyar
Telekom’s position as a constituent of the FTSE4Good Index Series was confirmed following anindex review, receiving a
99 percentile rank in the telecommunications investment universe.
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1 THE COMPANY’S SHARE CAPITAL, VOTING RIGHTS AND TRANSFER OF SHARES

Asof December 31, 2021, the share capital of Magyar Telekom Plc.was HUF 104,274,254,300, consisting of
1,042,742,543 Series “A” dematerialized ordinary shares. All Series “A” ordinary shares have a nominal value of HUF 100.
Rights and obligations related to Series “A” ordinary shares are described in detail in Section 4 of the Articles of
Association
(http://www.telekom.hu/about_us/investor_relations/corporate_governance/corporate_governance_documents).

Information concerning our ownership structure as of December 31, 2021 is describedin the following table:

Percentage of
Shareholder Numberof shares  share capital
Deutsche Telekom EUrope B.V .....cveececececeseseeeeceee e 617,436,759 59.21
PUBLICLY trad@d.. .ttt 379,528,245 36.40
TrEASUIY SHArES ettt ene e enns 45,777,539 4.39
1,042,742,543 100.00

Deutsche Telekom Europe B.V. owning 61.93% of the Company’s voting rights isa member of the Deutsche Telekom
Group. The ultimate controlling parent of Magyar Telekom is Deutsche Telekom AG(DT or DT AG).

Deutsche Telekom Europe B.V. does not have different voting rights than our other shareholders and, as with our other
shareholders, Deutsche Telekom Europe B.V. isentitled to one vote per each ordinary share that it owns.

1.1 Voting Rightsand Voting

The holder of each Series “A” ordinary share shall be entitled to one vote at the General Meeting of the Company. The
names of shareholders and nominees whointend to participate at the General Meeting shall be registered in the Share
Register on the second working day prior to the starting date of the General Meeting. The General Meeting shall adoptits
resolutions by a simple majority vote except for resolutions on issues listed in the Articles of Association, which shall
require at least a three-quarters majority of the votes cast. Thereis no limitation on the rights of non-resident or foreign
shareholders to hold or exercise voting rights on the ordinary shares. There is no limitation of voting rights for ordinary
shares inthe Articles of Association. The Company has no shares assigned with special management rights.

1.2 Transfer of Shares

For the transfer of dematerialized shares, a contract for transfer or other legal title is required and, in that context, the
transferor’s securities account shall be debited and the new holder’s securities account shall be credited with the
transferred dematerialized shares. The holder of dematerialized shares shall be considered the holder of the securities
account on which the dematerialized shares are recorded.

The transfer of any Series “A” ordinary shares is not bound to any restriction or attainment of agreement.

2 CORPORATE GOVERNANCE

2.1 Annual General Meeting

The General Meeting has the exclusive right toapprove and amend the Articles of Association (section 5.2. (a)) unless
otherwise provided by law or the Articles of Association. According to the Articles of Association, the Board of Directors is
entitled to make decisions regarding any change in the registered seat, sites, branch offices and — except for the main
activity — the scope of activities of the Company and in relation to this, to modify the Articles of Association (section

6.4.(p)).
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2.2 Board of Directors

The Board of Directors operates based onits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/board_of_directors).

The Board of Directors is responsible for all matters relating to the Company’s management and course of business not
otherwise reserved to the General Meeting or to other corporate bodies by the Articles of Association or by the laws. The
Board of Directors draws up, at the end of each business year, a report for the General Meeting and quarterly to the
Supervisory Board on the management of the Company, the assets of the Company, the financial situation of the
Company and the business policy of the Company.

The rules of competence regarding the capital increase and purchase of treasury shares are detailed in Sections 5.2 (b)
and (p) aswellas 6.4. () and (m) of the Articles of Association. The Board of Directors® with its Resolution No. 2/5
(04.16.2021) adopted an authorization to purchase Magyar Telekom ordinary shares for 18 months starting from the date
of approval of the resolution. The relevant resolution is available on the General Meetings section of the Company’s
website.

Pursuant to the Articles of Association, the Board of Directors consists of a minimum of five and a maximum of eleven
members elected by the General Meeting for a term of three years, unless otherwise provided by the General Meeting. On
December 31, 2021, there were eight members of the Board of Directors.

Meetings of the Board of Directors are held at least four times a year. Meetings of the Board of Directors require the
presence of at least the majority of the members for a quorum. Each member of the Board of Directors has one vote. The
Board of Directors passes resolutions by a simple majority vote.

On December 31, 2021, members of the Board of Directors, their principal occupation and the years of their original
election were as follows:

Name Born Principal Occupation Me:mber
since
Dr. Robert Hauber..........cc......... 1971 Senior Vice President Finance & Performance 2017
Management Europe, DT AG, Chairperson of the
Board of Directors of Magyar Telekom Plc.
Daria Aleksandrovna Dodonova 1976 Chief Financial Officer of Magyar Telekom Plc. 2020
Gabor Fekete....rnerrrrenernnes 1950 Consultant 2020
Ralf Nejedl...cooeeeeeeeeeeeeeerenen. 1970 Senior Vice President B2B Europe, Deutsche 2016
Telekom AG
Frank OdzucK......ccoeeeeeeereeeenenne. 1959 Chief Executive Officer of Zwack Unicum Plc. 2006
Péter Ratatics.....ceoveeeereunnnnne 1982 Chief Operating Officer of MOL 2019
Tibor REKaSI....ceveveeeeeeeeeeeeeeeene 1973 Chief Executive Officer of Magyar Telekom Plc. 2018
Eva Somorjai-Tamassy............. 1966 Senior Vice President Special Transformation 2019

Projects Europe, Deutsche Telekom AG

The members’ assignment lasts until May 31, 2022.

! Based on Government Decree no. 502/2020. (XI. 16.) the Board of Directors of the Company decided in the matters set onthe
published agenda of the Annual General Meeting.
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2.3 Management

As part of the corporate governance simplificationinitiative, the Board of Directors of Magyar Telekom resolved to cease
the activity of the Management Committee established in 2000 as a formal corporate decision-making body with effect
from January 1, 2020. The tasks and responsibilities of the Management Committee have beenre-allocated to the Chief
Officers and to the Board of Directors of the Company. As aresult of this change, the Management Committee
transformed into an agile ,Leadership Squad”.

On December 31, 2021, the members of the Management and the years of their original election were as follows:

Name Born Current position Member since
Tibor REKASI ...vveeeeeeeeeeeeeeeeeeeeeee 1973 Chief Executive Officer of Magyar Telekom Plc. 2013
Daria Aleksandrovna Dodonova...... 1976 Chief Financial Officer 2020
Melinda Szabd.......ccveeeurerenecererenee 1971 Chief Commercial Officer 2018
Zsuzsanna Friedl.......ccocecveicnenennene. 1977 Chief People Officer 2017
Gabor Gonda.......cceoeeeereeeereeeereenenenne. 1976 Chief Commercial Officer Enterprise, Chief 2020

Executive Officer of T-Systems Hungary Ltd.
Lubor Zatko.....cceceeeeeeerereeeeeeeiens 1974 Chief Technology and IT Officer 2019

2.4 Supervisory Board

The Supervisory Board carries out its activities based onits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/supervisory_board).

The Supervisory Board shall examine all submissions to be submitted to the General Meeting and present its opinion
thereof at the General Meeting. The General Meeting may pass a resolution on a report pursuant to the Accounting Act
and the use of the profit afterincome tax only upon receipt of the written report of the Supervisory Board. The Supervisory
Board makes a proposal directly to the General Meeting regarding the election, remuneration and removal of the
Statutory Auditor.

Pursuant to the Company’s Articles of Association, the Supervisory Board consists of five members (three independent
members and two employee representatives) elected by the General Meeting for a term of three years, unless otherwise
provided by the General Meeting. The employee representatives in the Supervisory Board shall be nominated by the
Central Workers’ Council. Meetings of the Supervisory Board have a quorum if two-thirds of the elected members but at
least three members are present.

On December 31, 2021, the members of the Supervisory Board, their principal occupation and the years of their original
election were as follows:

Name Born Principal Occupation Member since

Prof. Dr.Attila Borbély............... 1951 Professor Emeritus of University of Debrecen, 2020
Faculty of Economics and Business, Chairperson of
the Supervisory Board of Magyar Telekom Plc.

Krisztina Doroghdzi.........ccceuene.. 1972 Senior Vice President Chief Accounting Officer and 2020
Controller, TechnipFMC

Tamas Lichnovszky.......cecevueuee. 1962 Expert, People Unit, Magyar Telekom Plc. 2010

Andras Szakonyi.......cccceeveuenenene 1973 Senior Vice President - Europe, Middle East and 2020
Africa, Iron Mountain

Zsoltné Varga.......cceeeeeeeereeennne 1969 Chairwoman of the Central Functions Workers 2008

Council, Magyar Telekom Plc.

The members’ assignment lasts until May 31, 2022.
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2.5 Audit Committee

The Audit Committee operates based onits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/audit_committee).

The members of the Audit Committee have been elected by the General Meeting from the independent members of the
Supervisory Board for the same period as their membership in the Supervisory Board.

On December 31, 2021, the members of the Audit Committee were as follows:

= Prof. Dr. Attila Borbély
= Krisztina Doroghazi
= Andras Szakonyi

2.6 Remuneration and Nomination Committee

The Remuneration and Nomination Committee is established by the Board of Directors of the Company to support the
Board of Directors of the Company regarding the remuneration and certain nomination related issues of the members of
the corporate bodies and the top executives of the Company inaccordance withits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/compensation).

The Remuneration and Nomination Committee, among others, makes recommendations to the Board of Directors on the
establishment and/or termination of employment, and the modification of the employment contract of the Chief
Executive Officer and the Chief Officers, and defines the remuneration of the Chief Executive Officer and the Chief
Officers of the Company.

The Remuneration and Nomination Committee consists of three members. The members are elected by the Board of
Directors from among its members. The Remuneration and Nomination Committee holds at least two meetings each year.

On December 31, 2021, the members of the Remuneration and Nomination Committee were as follows:

=  Dr.Robert Hauber
= Ralf Nejedl
=  Frank Odzuck

2.7 Corporate Governance and Management Report

Magyar Telekom Plc. is a public limited company listed on the Budapest Stock Exchange. In 2004, the Budapest Stock
Exchange issued its Corporate Governance Recommendations (the Recommendations) containing recommendations
related to the corporate governance practice of companies listed on the Budapest Stock Exchange, taking account of the
most commonly used international principles, of experiences gathered in Hungary, and of the characteristics of the
Hungarian market as well as the Companies Act. The Recommendations were updated in 2007, 2008, 2012,2018 and in
2021. The Recommendations effective from time to time is available at the website of the Budapest Stock Exchange:

https://bse.hu/Issuers/corporate-governance-recommendations/Corporate-Governance-Recommendations

In line with the current regulations, the Board of Directors of Magyar Telekom approved the Corporate Governance and
Management Report of the Company (report) prepared in accordance with the Corporate Governance Recommendations
and submitted it to the General Meeting. The report — along with other corporate governance related documents - is
published in the Corporate Governance section of the website of the Company:

http://www.telekom.hu/about_us/investor_relations/corporate_governance/corporate_governance_documents

Companies listed on the stock exchange are required to express their views on their corporate governance practicesin
twoways. Inthe first part of the report they have to give account of the corporate governance practices applied by their
company in the given business year, including their corporate governance policy, and a description of any unusual
circumstances. Inthe second part of the report, the issuers should give anaccount on their compliance with each point of
the Recommendationsinaccordance with the "comply or explain” principle, including any reasons for derogating from a
specific recommendation and/or proposal. When an issuer does not apply a recommendation or appliesitina different
way, they should explain where the differences are and offer a reason for such derogation (‘comply or explain’ principle).
This method allows issuers to consider their unique, industry-specific etc. idiosyncrasies and to inform shareholders and
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market players about their derogations from general corporate governance principles and to provide an explanation.
Operating on the same principle, issuers can also explain any derogations from the proposals.

Sections 1 to S of the above reportinclude the description and operation of the Board of Directors, the Supervisory Board,
the relevant committees and executive management. Section 6 of the reportincludes a description of the internal controls
and risk management procedures, while Section 8 of the report describes the disclosure policies and insider trading
guidelines. In Sections 9 to 10 the method of exercising shareholders’ right and the rules on conducting the General
Meeting is summarized, while Section 11 contains the Remuneration Policy. The Company complies with the vast majority
of the 72 recommendations and proposals, however in the business year of 2021 in case of 1 proposal it has not or not
completely complied with due to the organizational structure or processes of the Company.

In 2021, the Magyar Telekom’s disclosure processes were evaluated inthe ICS (Internal Control System) by the relevant
organizational units and were tested by the internal audit area. The disclosure controls and procedures of Magyar Telekom
were effective and designed to ensure a proper basis for the timely and accurate disclosures to the market participants
required under the respective accounting, capital markets and company law regulations.

3 SOCIAL COMMITMENTS, LABORSTANDARDS, HUMAN RIGHTS

Some of the key challenges of the sustainability strategy come from the area of human resources management. That is
why human resources management has a crucial partin the achievement of our sustainability targets. Our visionis to
operateina corporate environment that is livable, likeable and successful. This set of values strengthens the commitment
and satisfaction of our employees and is also attractive on the job market.

3.1 Peoplefocus

The business strategy of Magyar Telekom is centered around the realization of a digital business model thatis based on
utilizing new technologiesin service of consumer relationship managementin order to build trust and drive value creation.
Toachieve this goal, the human resources organization has been transformed to an even more efficient, agile, customer-
focused People Unitin support of the corporate business strategy. In 2021 we added the following targets to our existing
strategic priorities: rapid and safe management of the challenges posed by the pandemic, protection of the health of our
employees and customers, and adjusting to the changesin the way we work and our working environment. Magyar
Telekom adapted its measures to the pandemic situationi.e. ordering general home office for every position that allows
working remotely, offered PCR testing, reduction of working hours on vaccination days, providing safety masks and
regular disinfection on all company sites and stores.

Key objectives and key results of people servicesin 2021:
Enhance digital employee experience

We continued to further develop and simplify our employee mobile application (MagentApp) introducing a new backend
platform and making login authentication easier. As a result, the number of regular users increased. delivering further IT
system and process developments on a quarterly basis resulted in additional improvement of employee and manager
related UX/process/device experience. Along this process a new ATC (Applicant Tracking System) got introduced and our
employee self-service platform Reflex got upgraded and renewed. Next to these developments we have introduced
further IT tools that supports people managersin total workforce management planning and modelling.

Healthy and Happy

The company group considers the health and wellbeing of its employees paramount to sustainable and successful
operations. There has been anincreased effortin monitoring and safeguarding the health of employees throughout the
pandemic. We have introduced all necessary measures to minimize the risk of infection and further our related initiatives,
actions and available services relying on employee feedback we receive through the quarterly wellbeing pulse survey.

The pandemic has changed the way we work in the office and from home. As a result, the company has continued to draw
on conclusions and prepare for a resilient way of work by rolling outa methodology for a hybrid way of work inall roles
that allow such flexibility. In these cases, employees canindependently design and decide on the proportionand
frequency of their office and home-based work.

Energized workforce is key to business success. We rely on ourselves and each other to maintain our physical, mental and
emotional wellbeing and we cooperate as partners. Thus, the company invests in communicating regularly and openly
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about the importance of maintaining a healthy life balance, and a sustainable and healthy way of life. Employees could
attend free health screenings of their choice and company offered regular health and wellbeing expert webinars. We also
continue to offer employee health and life insurance and have introduced an Employee Assistance Program (EAP) offering
3 hours of free counseling perindividual life crisis or pressing issue from legal and financial, to family management or
health related issues.

Learningis cool, growing isvalue

In accordance with employee feedback Telekom witnessed and expansion in the growing and development portfolio
offered to employeesin 2021. Asanemployer Telekom grants dedicated L&D time for employees who are being
supported by arich variety of development courses through a single digital gateway platform. Nearly all development
courses are being conducted online, considering efficient outreach and engagement opportunities in times of pandemic.
The development opportunities are being designed to meet the criteria detected and suggested along the employee
competence development evaluation feedback sessions. We continue to offer a renewed portfolio of online learning
materials, our coachbank and mentoring, online best practice sharing sessions all of which are also available for parental
leavers throughout their leaves.

+1 Tackling issues caused by COVID-19 pandemic

Continuing withits purpose in 2021 the Magenta Alliance Foundation supports employees facing financial insecurities due
to the pandemic crisis. The Foundationis open for applications and accepts donations from all Magyar Telekom and T-
Systems employees. By the end of 2021, more than HUF 18 millionin donations had been granted to more than 200
employees and their families.

In addition to the above, the following people management perspectives continued to be emphasized in 2021:

Employer brand building — we create a livable and likeable workplace, which is satisfactory for our employees and offers
an attractive perspective in the labor market through its future oriented methods of work. We put greater emphasis on
using social media solutions in building the brand.

Recruitment-selection — We use segment-based online recruitment channels and means to select the best candidate for
the specific positions. During the selection process, we seek the inclusive attitude and personal traits defined as
requirements for future Telekom employees.

Remuneration — We have a transparent, simpler and consistent job grading model, which reflects primarily the respective
values of jobs, and provides for market comparison, as a basis for a competitive remuneration policy.

3.1.1 Headcount

The following table provides information on the number of employees, including full-time equivalents, of Magyar Telekom
Plc. and its consolidated subsidiaries:

2020 2021
Magyar TeLEKOM PLC. ..ottt 5,149 4,947
MagyarTelekom Plc. and its consolidated subsidiaries........ccceeereerrerreriererensennes 7,132 6,786

2020 2021
MT-Hungary /Telekom HUNGArY .....cvueeceererrecsiesise e sesens 6,187 5,898
N [T g F=ToT=Te o] 1T VOO 945 888
Total 7,132 6,786

The operating segments of the Group are MT-Hungary and North-Macedonia. For further details see Note 33 of the
Consolidated financial statements.
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3.2 Policies

3.2.1 Policies and agreements

Code of Conduct

Microsoft Word - 426-M1_eng_7_0.doc_(j (telekom.hu)

The Code of Conduct provides the framework of orientation for all employees of Deutsche Telekom Group and Magyar
Telekom Group. Additionally, it applies to people towho are viewed as equivalent to employees in functional terms, e. g.
to temporary agency employees. It combines the joint requirement of compliance with legal obligations and acting with
integrity and thus ensures that Deutsche Telekom and Magyar Telekom remain transparent and traceable enterprises for
everybody. Deutsche Telekom and Magyar Telekom expect their suppliers and consultants to comply with the rules of
behavior manifested in this Code of Conductand to endeavor them to ensure that they are also obliged toabide toits
regulation by contract.

Code of Human Rights and Social Principles
https://www.telekom.hu/static-tr/sw/file/code-of-human-rights-social-principles-eng.pdf

The Code of Human Rights and Social Principles as well as the company groups Equal Opportunities Planin force defines
the groups general human rights principles and the provisions for the implementation of these principles. Decision makers
of Magyar Telekom Group are aware that employee diversity is the prerequisite of sustainable and equitable operations
enhancing business efficiency and contributing to competitive advantage.

Group Diversity, Equity and Inclusion Policy
CSOPORT POLITIKA A SOKSZINUSEGROL,AZ ESELYEGYENLOSEGROL ES A BEFOGADASROL (telekom.hu)

As part of the Deutsche Telekom Group, Magyar Telekom Group has renewed its Diversity, Equity and Inclusion (DE&I)
Policy in December 2021. The renewed policy defines our global understanding of what characterizes the approach to
diversity, equity and inclusionin our interactions with employees. It aims to ensure a consistent work experience, learning
and development for every member of the company group, strengthening the sense of belonging and involvement. The
framework of the renewed policy details and clarifies our understanding of DE&I through a set of key elements and covers
aspects of the work-life cycle that are relevant to the company culture. It addresses social and business responsibility in
providing an equitable and inclusive workplace locally withinits global framework but respecting local legislation of
diverse cultures and local needs.

Group Policy on Employee Relations
Telekom_Group_policy_on_employee_relations.pdf

The opening up of markets, digitalization and globalization have led to anincreasingly knowledge-based working world.
New forms of networking are changing communication, public impact, reputation and compliance challenges and other
key elements of company management. Thus, we realized a need to renew our definition of how we understand the shared
characteristics of our employee relations to ensure consistent working experience for every employee. As part of the
Deutsche Telekom Group, Magyar Telekom Group has renewed its Group Policy on Employee Relationsin December
2021. It specifies the key elements of our people policy and describes what we stand for in our relationships with
employees, that are characterized by our shared values and derive from a set of values as well as from other group
policies. The policy covers all aspects of work life that are relevant to industrial relations and informed by sustainability as
akeydriver.

Suppliers’ Compliance: Magyar Telekom Group is committed to respect and protect humanrights and it expects its
suppliers to comply with these rules of behavior. Prior to becoming authorized suppliers of Magyar Telekom and T-
Systems our suppliers must register their enterprises at our vendors’ registration site.

https://beszerzes.telekom.hu/beszerzes/portal_en?appid=beszerzes&page=english/registration_vendor.vm

Asanobligatory part of the registration process vendors are obliged to understand and accept our Suppliers Code of
Conduct that among other policies, entails our Code of Conduct, Social Charter and Diversity Policy. Our suppliers must
understand and accept these policies and obligatory frameworks for their behaviors as well.
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Equal Opportunities Plan
Telekom_Equal_opportunities_plan.pdf

Anti-discrimination and the safeguarding of equal opportunitiesis a key priority to Magyar Telekom Group. According to
the act CXXV of 2003 on Equal Treatment and Promotion of Equal Opportunities, and the corporate protocol in place since
2010 Magyar Telekom Group has accepted its 5" Equal Opportunities Planin order to secure the practices of equal
treatment, the advancement of equal opportunities and the monitoring animprovement of the labor positions of
particular disadvantaged employee groups. The Equal Opportunities plan currently in force is valid between 2021 and
2025 and has been developed in close cooperation with the employee representative bodies.

The Diversity Charter of the European Union — Hungary has joined the Diversity Charter of the European Unionin 2016
and, among S0 signatory companies Magyar Telekom has also underscored its dedication to safeguard diversity asa
fundamental value. Magyar Telekom has been among the signatory companies inin the forthcoming years as well asin
2021.

UN Guiding Principles on Business and Human Rights — According to the dedication of Magyar Telekom Group to
safeguard and protect human rights along its operations as stated in the UN Guiding Principles of Business and Human
Rights, the company considers the rights and guidelines stated in the Universal Declaration of Human Rights and in the
ILO’s Declaration on Fundamental Principles and Rights at Work to be mandatory inits own practices.

UN Human Rights Treaties ratified by Hungary — Magyar Telekom Group as a corporation legally registeredin Hungary is
carrying outits entire operations and business practices in full accordance with the nationally ratified UN Human Rights
Treaties.

http://tbinternet.ohchr.org/_layouts/TreatyBodyExternal/Treaty.aspx?Country|D=77&Lang=EN
3.2.2 Monitoring and auditing practices

The group-level coordination of corporate sustainability operations that also incorporate labor standards, social issues
and the protection of humanrightsis being coordinated under the auspices of the Sustainability Committee (SC) from
2021 (previously: Group Sustainability Coordination Council) on the levels of strategy development, governance and
operative execution.

The SC’s operationis regulated by a group level directive: on the regulation of Magyar Telekom Group’s sustainability
operation and the responsibilities and competence of stakeholders. According to the directive, the SC meets regularly, at
least quarterly, to coordinate company and group sustainability tasks effectively, with decisions taken by SC members
through voting. The SC provides regular reports and presentations to the Chief Executive Officer (CEO) and the Chief
People Officer, on the basis of which they set the main direction of the Magyar Telekom Group’s sustainability activities
and make decisions in related topics, with the input of the members of the Leadership Squad. The operations of the SC are
being detailed in the Corporate Governance section of the annual Sustainability Report.

Magyar Telekom Group’s Code of Conduct covers the requirements of corporate compliance and states our collective set
of values, and thus stands as an affirmation of Magyar Telekom’s strong reputation, solid position and future success. The
Code of Conductapplies to all board members of Magyar Telekom Group from employees to managing directors,
executives and board members. Furthermore, Magyar Telekom Group expects its suppliers and consultants to comply
with the rules of behavior manifested in this Code of Conduct and to endeavor them to ensure that they are also obliged to
abide toits regulation by contract.

Magyar Telekom Group’s Corporate Compliance Program has been elaborated with the aim to ensure that Magyar
Telekom Group conducts its business with maximum consciousness and commitment, in accordance with relevant laws
and regulations, in harmony with the strictest possible business ethics standards. The Compliance Program involves the
Group Compliance Manager and compliance representatives of particular functional areas of operation, who are working
together as members of the Group Compliance Committee. The Compliance Program has been designed to ensure that
the Group conductsits business to the highest standards of awareness, transparency, accountability, commitment, and
adherence to applicable laws and regulations.

External audits could be conducted as part of the control process carried out by the Hungarian Labor Inspectorate. The

Inspectorate has the right toissue such anauditing process in case of public complaints or issued requests. The
Inspectorate also provides counseling to the corporationsin support of legal compliance.
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3.3 Results of Policies
3.3.1 Diversity and Equal Opportunities

As one of the largest employersin the Hungarian ICT sector we believe that diversity contributes to the success of
businesses and all kinds of organizations to a large extent. This value is also at the core when it comes to the increase of
creativity and innovation, to the involvement of new partners, experts and clients, to the quick adaptation to changes and
most of all, to the compliance with the legal obligations of non-discriminationin all corporate operations.

Magyar Telekom and the employee representative bodies have accepted the Sth Equal Opportunities Plan of Magyar
Telekom Group for the period 2021-2025. The corporate Equal Opportunities Plan addresses actions and procedures to
improve the labor conditions and career perspectives of vulnerable employee groups such as women, employees with
families, employees on child-care leave, employees living with disabilities, recent graduates and S0+ employees. The
corporate diversity and inclusion expert and the employee representatives discuss the conducts and results of the action
planannually. Several employee surveys contribute to the development and the adjustment of the actions each year,
allowing the rollout of the equal opportunities plan to adapt to employee needs.

The principles of justice and equal treatment of Magyar Telekom are being defined by our Code of Conduct. Ways of non-
typical employment such as Telework, flexible working hours, part-time work, employment of people living with
disabilities allow the company torealize the principle of equal treatment in practice. These measures are further assisted
by several measuresimplemented in corporate day-to-day operations, such as the large office spaces that are designed
to support Teleworking in the new headquarters of Magyar Telekom. The success of the process of dealing with the
pandemicin 2020 was largely determined by Telekom's long-standing telework culture and the stable availability of work
tools for digital work. In2020and 2021, due to the pandemic situation, 100% teleworking of the entire call center area
also took place.

In accordance with Hungarian labor legislations we provide our employees with extra days off after their children, and
after blood donation. In case of more than 40% health damage we provide our employees with extra five days off annually
for rehabilitation. On top of these we also credit the voluntary work of our employees by providing days off, the proportion
of whichis strictly requlated ininternal directives.

One of the key objectives of the new group level corporate sustainability strategy 2021-2030 among climate protection
and digital inclusionis the improvement of diversity and inclusion experience on both customer and employee side. It was
launched in2021 and isin effect until the end of 2030. The details of the Sustainability strategy 2021-2030 are going to
be presented in detailinthe Sustainability report being published in first half of 2022.

In 2021 the company continued with practices securing equal opportunities for all employee groups. Following the
process developed in 2020 we continued to monitor our gender pay gap along 9 indicators identifying multilayered action
plan to tackle the detected inequalities and further reduce the overall gap between male and female general workforce. In
2021 we have joined the ,,One step closer” initiative of Amnesty International with our commitment to reduce our gender
wage gap by at least one percent annually.

In the first half of 2021 we have launched our B@ck to Work Café online workshop sessions to our colleagues on parental
leave, we managed to reopen our on-campus childcare facility in the summer and fall school holiday season thus
supporting parentsin the difficult family management periods. Before the Christmas holidays all of our parent colleagues
raising children between the ages of 3-10 were gifted with our very own children’s book (My Mummy/Daddy Works at
Telekom). The storybook offers a playful introduction to the magical world of telecommunication for the preschool and
elementary school aged children and offers examples on how to develop family rules for conscious screen time and
internet use.

3.3.2 Anti-discrimination and labor-market integrationactions

Asanemployer, Magyar Telekom has issued the following actions in 2021 toimprove the conditions of the employee
groups marked inthe 2021-2025 Equal Opportunities plan.

As amentor company Telekom supports roma workforce integration programs Integrom and HRom to contribute to the
equal labor market opportunities. The program participants are being supported with job application counselling, job
interview-practices, CV writingand editing skill practices. Our inclusive recruitment practices include dedicated recruiter
tracking support for program participants throughout their application process, providing detailed evaluation and
feedback, and company mentoring upon request. Starting from the fall of 2021 Telekom joined the HBLF Romaster
initiative supporting two talented roma students for 4 years with scholarship funding and mentoring.
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For the first time in the history of the company group the LGBTQ & allies employee group of Magyar Telekom, T-Systems
Hungary and Deutsche Telekom IT Solutions Hungary have attended the Budapest Pride March. We have continued to
work onand improve our LGBTQ inclusive workplace initiatives as well.

The Gold Class of the Disability-Friendly Workplace award was granted in 2020 but we were only able toreceive itona
formal awarding ceremony in 2021. The award is being granted by the Salva Vita Foundation, the American Chamber of
Commerce, the Association of Excellence Public Benefit Association, and the Hungarian Ministry of Human Capacities.
Following up on manager-nominations four Telekom employees with disabilities were awarded with DFW Role-Model
awards and our diversity and inclusion expert was awarded with a DFW Disability Ally award. In order to secure the equal
opportunities of our current and future colleagues living with disabilities, we are using a special module on our online job -
application site (http://www.telekom.hu/rolunk/karrier)since 2010, where our applicants are encouraged to state any
accessibility requests they might have in order to attend the selection process. Apart from workplace accessibility we
support the workplace integration and enablement of our entrants and their welcoming teams by education materials with
modules for basic attitudes and inclusive behavior with colleagues with visual or hearing impairments, colleagues facing
physical or mental difficulties to work independently within the team. We also provide workshops on demand.

3.3.3 Respect of Human Rights, actions against child labor andall kinds of forced labor

Asdisclosed inthe Code of Human Rights and Social Principles the company rejects child labor and all kinds of forced or
compulsory labor and fights against all kinds of human trafficking and modern-day slavery by all means atits disposal. As
the parent company of Magyar Telekom Deutsche Telekom Group is responsible for supply chain compliance auditing and
management ona global level. More detailed information about the methodology and results of the global supply chain
management at https://www.telekom.com/en/corporate-responsibility/assume-responsibility/assume-
responsibility/supply-chain-management-355304

New employees of Magyar Telekom Group as part of their orientation process in their first two months receive compulsory
education about the company principles, guidelines and practices concerning social issues, labor standards and human
rights. Allemployees must understand and accept these guidelines as the fundaments of their own professional behavior
and operations and they are also obliged to complete the Telekom unconscious bias e-Learning course during the
onboarding period.

In line with the Code of Human Rights and Social Principles, all Magyar Telekom Group employees and all partners closely
related to our brand representation attended compulsory trainings regarding human rights. From the end of 2018 the
training is part of the compulsory trainings of Magyar Telekom.

Moreover, the company is aware of the fact that there could be situations in which itis harder to tell appropriate from
inappropriate. In order to assist employees in making the right choices in these situations, the company offers secure
internal whistleblower channels, operated by the Corporate Compliance Department. “Kérdezz!” (“Ask me!”) advice portal
has been set up to help resolve uncertainties as far as compliance-relevant behavior is concerned. Serious misconduct
must be announced for prevention purposes and for appropriate sanctions. For this reason, the “Tell me!” whistleblower
portal has been established. The main principles and the detailed description of the internalinspection process is detailed
inemployee directives available on all employees on the shared intranet platform. Throughout the inspection process the
whistleblowers’ anonymity, personal and data privacy are guaranteed and handled with utmost discretion.

3.3.4 Relationship of managementandemployees

At present two unions (Telecommunications Trade Union (TAVSZAK) and T-Net Trade Union) and workers’ council operate
at Magyar Telekom, communication with them runs on two levels. Central decisions concerning the whole Company,
when the employee representation bodies need to be consulted, are deliberated with the Central Workers Council and the
representatives delegated by the trade unions, either in the frame of joint consultation (Interest Reconciliation Council), or
separately, depending on the nature of the matter discussed. Central communicationis managed both verbally
(negotiation) and in writing. The Chief People Officer and the accredited HR business partner are responsible for central
level communication with the employee representation bodies. Interest enforcement issues concerning a given
governance area are also discussed locally with the representatives of the trade unions and the local workers’ council. The
HR Business Partners of the governance area are responsible for communication with the local employee representation
bodies.

Trade union and the workers’ council (Central Workers Council) must be consulted and their opinion solicited on
significant decisions resulting in organizational changes or changes affecting a large group of employees. In organization
restructuring decisions the collective bargaining bodies have 7 days to submit their comments, in other cases 15 days.
The measure in question may not be implemented during this 15-day period. Trade unions and workers’ councils (Central
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Workers Council) must be consulted with regard to draft resolutions, aiming at organizational changes without regard to
the number of employees concerned.

Under the ActV of 2013 on the Civil Code one third of the Supervisory Board shall consist of employee representatives.
The employee representatives in the Supervisory Board are nominated by the Central Workers’ Council considering the
opinion of the trade unions operating at the Company. Persons nominated by the Central Workers’ Council shall be
elected by the General Meeting to the member of the Supervisory Board, except if disqualifications existin respect of the
nominated persons. On December 31, 2021, there were two members of the Supervisory Board were employee
representatives. These members were Tamas Lichnovszkyand Zsoltné Varga.

3.3.5 Freedom of organization and collective bargaining

Magyar Telekom Group acknowledges the basic rights to freedom of organization and collective agreementinits Social
Charter. Inline withan openness and trust that relies on a constructive social dialogue, Magyar Telekom Group declares
its support to cooperation with the legitimate representatives of the employeesin order to establish a balance of
interests.

The Social Charter together with the long history of mutual respect and cooperation of the managementand employee
representative councils are the guarantees that these rights are being fully and thoroughly respected. 100% of the
employment contracts of Magyar Telekom Group employees operating in Hungary fall under collective bargaining
agreements developed with the Hungarian Telecommunications Trade Unions (Tavkozlési Szakszervezet, TAVSZAK and
Magyar Tavkézlési AgazatiSzakszevezet, MATASZ). The agreement, which can be terminated by either party with three
months' notice, applies to all Magyar Telekom Plc. employees except the CEQ, regardless of their union membership
status. Wage termsin the collective bargaining agreement must be renegotiated annually. If the employment is
terminated due to reasons related to the employer’s operation, employees are entitled to a specific amount of severance
pay surplus, which depends on the tenure of the employee.

In addition to the collective bargaining agreement, employees of our Hungarian operations are generally covered by the
Actlof 2012 onthe Labor Code, which imposes various restrictions on the involuntary termination of employment. The
Labor Code protects employee interests through two different labor organizations: the Trade Union and the Workers’
Council.

The Trade Union, as the official representative of employee interests in negotiations relating to the terms of employment,
has the right to be informed of all corporate measures that may significantly affect the interests of employees and to
commence legal action against the Company for employment-related conduct thatinfringes anemploymentrule. In
addition, the Workers’ Council directly represents employee interests in dealings with management and decides jointly
with management on matters involving employee welfare funds and institutions. The Workers’ Council must be informed
semi-annually on issues affecting our economic performance and changes in wages, employment conditions and working
hours. The Workers’ Council mustalso be consulted on corporate measures affecting employees.

We believe that our relations with our employees are good. We have not experienced any labor strikes or disruptions since
our formation.

3.3.6 Workforce Reduction and Redeployment

Magyar Telekom —inorder to ensure the resources related to the Company’s strategic objectives - has reached an
agreement with the trade unions in 2021 on headcount reduction and wage increase measures for 2022.

According to the terms of the agreement, there was no company-initiated downsizing, nevertheless the company did offer
an opportunity for the employees toleave ina voluntary program. Majority of employees that entered the program left
the company by November 1, 2021. The company provides active job search, labor market training and one-on-one
counselling to the colleagues laid off, in the framework of Program Chance, which has provenits success in the past years,
and trusts that the above support these highly-trained employees of up-to-date professional expertise infinding
employment elsewhere as soon as possible.

Itis planned toreinvesta significant proportion of the expected employee cost savings in resources related to the
Company’s strategic objectives.
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3.3.7 Benefit Programs

Magyar Telekom’s welfare and social benefits constitute an exceedingly wide-ranging pool. A part of them is granted to
every employee, while others are available on certain conditions or are of an insurance nature. In case of certain benefits,
employee’sindividual contribution is a prerequisite of the employer’s contribution. The way social benefits and
discretionary benefits are granted is set out in the Collective Agreement and related regulations.

We provide employees with telecommunication allowances, fringe benefits life and health insurance benefits and health
screening packages.

3.4 Risk management

3.4.1 Providing educational and professional background

The educational pillar of Magyar Telekom’s Sustainability Strategy aims toimprove the digital competencies of the clients
and the wider public. It also aims to contribute to the development of industrial succession knowing that a potential
throwback in the amount of available highly qualified professionals in the industry could mean a serious risk to
maintaining, improvement and development of the quality of our services. In order to secure the highest quality service to
our clients we need work with the best professionals. To be able to have them a competitive industrial educational
background is necessary.

Uponthe initiative and by funding of T-Labs (Telekom Innovation Laboratories, Berlin) the faculty Data Science and
Engineering began to operate at E6tvos Lorand University from September 2016 as the first pillar of the EU Labs
researcher network. The role of Magyar Telekom isin the support of the teaching and research capacities.

Our colleagues are in close relationship with several higher education institutes and we help the universities with
consultancy for writing theses, expert education and giving lectures.

We have signed a strategic partnership with the Budapest Technology EC Puskas Tivadar Technical School for
Telecommunications and IT, the Miskolc EC Kandd Kalman Technical School for IT Technology and the Székesfehérvar EC
Technical School. The aim of the partnership is to offer professional supportin keeping the curriculum up-to-date with the
latest technological realities of the industry and help our partner institutions in promoting telecommunication related
careers. In addition to these we also offer student work opportunities for students of these education centers. We have
givenseveral career orientation lectures in the fall of 2021, along which the students could gain anin-depth insightin the
everyday challenges and opportunities of present day telecommunications. We have also signed a partnership with Szent
Istvan University, in order to offer the training practice pillar of the electric engineer dual major. 2021 December also
witnessed the formation of the “Deutsche Telekom Group remote IT Faculty” at Obuda University which is the joint
education platform of Deutsche Telekom IT Solutions, T-Systems Hungary and Magyar Telekom.

90% of the first Kickstart-class, 18 trainees have continued to work in junior positions at Magyar Telekom following their
trainee year. In 20221 22 senior year university students joined Magyar Telekomas the second generation of Kickstart
trainees. During the one-year program, the trainees received professional, soft-skill and design thinking trainings.
Kickstart trainees who work ina variety of areas throughout the company gather up for a half term agile project
assignment strengthening their ability to work in a cross-functional team. The joint project task is based on real business
needs, thus strengthening the importance of the program in parallel with the development of MT.

Launched in March 2020, MagentaKraft helps young visionaries with trainings and events on their journey to develop their
inventions and projects. The KraftRoad program supports young talents with workshops and events in the development,
elaboration and improvement of their innovation projects. In 2021 Telekom Kraft was home to @ innovation projects. Apart
fromindividual projects the participants can also join Telekom in contributing to selected projects and thus gaining
professional training. As an example of such collaboration, one of the Krafters designed the wall-artin one of our stores
and later became one of the graphic designers of Telekom. Other examples include representation of talented young
videoartists and directorsin the Kraft video series. We have opened the KraftLab in Debrecenin September 2021, where
all the technology and the labspace is given for the Krafters from video-studios, to podcast studios and robotic limbs.

3.4.2 Employee expectations and equal opportunities

The pillars of our People Focus are based on the aim to meet the needs of our employees, and to live up to the challenges
of maintaining our company status as a highly competitive and future oriented employer. Our employees require security,
stability, opportunities for advancement and competitive compensations. Magyar Telekom, as a company committed to
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provide equal opportunities toits employees, finds it especially important to harmonize wages and to terminate unjust
wage gaps. Our tiered wage system, built on Hay methodology, serves the above purpose. Our remuneration system is
fully transparent thus our base wage tables and the relevant policies are available for all employees. Inaddition, we have
renewed our internal position system in 2021 to become a more transparent and simple organization. The dimensions of
the position system are being developed at the intersections of the Hay-system and the competence-based position
levels of our agile organizations. We pay extraordinary attention not to differ unreasonably the wages of the employees
performing the same tasks and that the wage differences between the employees reflect real work differences. Asa
responsible company, we are aware of the social phenomenon of the gender pay gap and are committed to eliminating its
root causes within our own business environment. Since July 2020, we conduct regular and complex gender pay gap
analysis, during which we define our equal opportunities action plan to reduce the possibilities of inequalities such as the
'motherhood penalty’ and the female career gap.

Asanemployer dedicated to diversity as a core value, Magyar Telekom finds itimportant to raise the amount of womenin
leadership positions. One of the key objectives of the Diversity pillar of our Sustainability strategy is to reach at least 35%
of female leadership by 2025. From May 2020, for the first time in the company’s history, we have achieved a balanced
50% gender ratioin our senior management which we continued to maintainin 2021. The proportion of female leadership
inthe overall management was 25.85%.

Magyar Telekom considers stress, overload and burnout related risk-reduction asits priority duty inrelation to its
employees. Inorder to take charge of these risks by securing an empowering environment to develop and maintaina
healthy lifestyle, employees are also provided with coaching and training opportunities and the availability of the
Employee Assistance Program all of which help in maintaining a sustainable life balance. Efficient work-life balance of
employees with families is further supported by our child-friendly offices and the available, tax-free nursery and/or
kindergarten support that could be selected from our cafeteria benefit scheme, thus contributing to the reduction of
expenses. Taking notice of the special conditions of employees (ex. illness or the longer-term domestic care of arelative) a
longer period of unpaid leaveis also available. In the changed situation caused by the pandemic, we also supported the
physical and mental health of our employees by providing online gym exercise sessions and coaching opportunities.

3.5 Performance indicators

Non-typical employment at Magyar Telekom Group
= No. of Part-time employeesin2021:123

= No. of Flexi-time employeesin 2021: 1,202

= No. of Teleworking employeesin 2021: 3,909

More women in leadership positions at Magyar Telekom Plc.
= Percentage of womeninoverall workforce: 35.5%

= Percentage of womeninsenior management: 25.85%

= Percentage of womenin Leadership Squad: 50%

Volunteer work benefits at Magyar Telekom Group
= No. of volunteer working hours (blood donation): 3,290
= No. of volunteer employees (blood donation): 183

4 COMPENSATION OF MEMBERS OF THE BOARD OF DIRECTORS, SUPERVISORY
BOARD, AND MANAGEMENT

The aggregate compensation of the members of the Board of Directorsin their capacity as Board members was HUF 22
millionin2021.

The aggregate compensation of the members of the Supervisory Board in their capacity as Supervisory Board members
was HUF 37 millionin 2021.

The total compensation expenses (including social security and other payroll-related taxes as well as contractual
termination expenses) of the members of the Leadership Squad (LS)was HUF 1,329 millionin 2021.

On December 31, 2021, four members of the LS have an employment contract with indefinite and two members with
definite duration. The notice period is two months for three of the indefinite contracts, and three months for one. The
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severance payment usually isin accordance with the Labor Code and the Collective Agreement, for the contracts the
severance paymentis usually between 3 and 16 months.

In addition to the above, the affected persons are bound by the non-compete clause, under which the employee is barred
from entering into employment with any Hungarian or international competitor of Magyar Telekom and is required to
refrain from providing direct or indirect services or activities of any kind to such companies for a definite period (not
longer than one year) upon termination of his/her employment. Furthermore, such employee is barred from any action
aimed to recruitemployees of Magyar Telekom for any other company. This limitation entails certain compensation which
is proportional with the above obligation. If the employee is in breach of the agreement, he/she will reimburse the net
amount of compensation to the employer. Inaddition, the employee will be liable for a payment of compensation to the
employer.

LS members from foreign countries may be entitled to housing subsidies. There are two members affected by this
entitlement.

In line with the Company’s remuneration guidelines, the Company provides contribution-based personal pension scheme,
personal insurance scheme and health insurance scheme for the LS members. Inaddition, the LS members are entitled to
the use of company cars.

For information about the Share Based Compensation programs, see Note 20.1.2 of the Consolidated Financial
Statements.

5 RESEARCH AND DEVELOPMENT

Hungary

In addition to innovative Hungarian SMEs, the research and development tasks are performed by the internal researchers
aswell as the product and services development staff of Magyar Telekom Group. Inaddition, the Company also takes
advantage of the synergistic effect of the internal and external knowledge base and seeks partnerships with well-known
innovation centers and higher educationinstitutions. Our main partners are well-known Hungarian universities and
researchinstitutes. In December 2021, “Deutsche Telekom Group IT” Off-site Department was formed at Obuda
University, which was founded by Deutsche Telekom IT Solutions, T-Systems Hungary and Magyar Telekom. The first
courses will be held in the field of DevOps within the scope of the new educational program in the spring semester at
Obuda University, whichis expected to be expanded with further subjects in the future.

Exploiting the potential of new technologies, including research and development of the fifth-generation mobile
technology, is crucial for Magyar Telekom Group. Therefore, beyond those presented in the previous year, in 2021:

= T-SystemsHungary was one of the founding members of Hungarian Drone Coalition.

= MagentaKraftis Telekom’sinnovative youth platform, which aims at providing new value for the young generations.
MagentaKraft provides an opportunity for those who already have a big or little idea in their mind, but don’t have the
necessary tools (infrastructure, environment, team). Further details in Note 3.4.1.

Asamember of the Magyar Telekom Group, in 2021 T-Systems Hungary was an active participantin the Al Coalition,
established by the Ministry of Innovation and Technology, where it acts as the leader of the technology and security
working group.

We also continued our multi-year collaboration with the SG Coalition as well as, the Industry4.0 National Technology
Platform Association, both supported by ITM, too, and the Connected and Automated Mobility Cluster of Zala.

North Macedonia

Makedonski Telekom (MKT) continues with its determination and its work to be innovation and technology leader on the
market. Among the main focuses, as a continuation to the previous years, are the projectsin the area of the Smart City.
MKT has won 1 Smart Light reconstruction project for middle municipality, and at the end of the year we are finishing
implementation of contract for the Capital of North Macedonia, Skopje, with smart lighting, parking, air quality, citizen
engagement, water metering and mayors’ dashboard. As several tender procedures we expect to be open, MKT has the
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possibility of winning further contracts with municipalities at the start of 2022. From society digitalization perspective,
support activities for e-health and e-education strategy preparation are ongoing.

Meeting the demand for automation, metering and remote control of the street lighting in our cities we designed,
developed and tested Smart Energy Metering loT node and Smart Lighting loT node - loT devices for management and
control of street lighting cabinets and fixtures with LTE/NBIoT/EDGE connectivity to Smart loT platform hosted on the
public or private cloud. Inthe next period we will continue with the development of advanced functionalities, friendly
customer field test and implementation of pilot commercial project.

Under the motto- INNOVATION SYNERGIES — WIN WITH PARTNER, we keep further on our strategic technology
partnerships-Cisco Gold, as well as Microsoft and VMware Partnership.

6 REALESTATE, SITES OF OPERATION

We have one of the largest real estate holdingsin Hungary and we are also a major real estate owner in North Macedonia.
We use substantially all of these properties for telecommunications installations, offices, warehouses, garages and shops.
Our equipment and machinery primarily consist of switches, communication towers and other telecommunications
equipment. Inorder to increase the utilization of real estates and increase efficiency, we make efforts to sell our surplus
properties.

Headquarters of major member companies of the Group:

= Magyar Telekom Plc.: Hungary, 1097 Budapest, Konyves Kalman kordt 36.

= T-Systems Magyarorszag Zrt.: Hungary, 1097 Budapest, Konyves Kalman korat 36.

= Makedonski Telekom A.D.: North Macedonia, 1000 Skopje, Kej 13 Noemvri, No. 6.

= Combridge S.R.L.: Romania, Municipiul Sfantu-Gheorghe, Strada 1 DECEMBRIE 1918, parter comercial, nr. VI, Bloc 6,
Judet Covasna

= Novatel EOOD: Bulgaria, District Sofia (capital), Municipality Stolichna, Sofia 1756, Malinova dolina, 2 Donka
Ushlinova str., Garitage Park complex, building 3, floor 1, number 312.

Hungary

Out of the 1,624 buildings on the 1,459 sites of Magyar Telekom Plc, 44% are owned by the company, 5% are jointly
owned and the rest 51% are leased. These figures do not contain the technology sites, of these types of sites we have
6,295.

The total area of properties used by Magyar Telekom Plc. as of December 31, 2021 was 599,707 m2. The majority of sites
used in our operations are smaller than 200 m2 The largest site is our headquarters building (leased) located at Kényves
Kalman krt. 36 in Budapest, with floor space of over 55,000 m2.

North Macedonia

Atthe end of December 2021, MKT radio access network consisted of 895 physical sites on whichthere are 761 2G base
stations, 890 3G base stations and 881 4G base stations. 91% of the site infrastructure (towers) is in possession of MKT and
9% is leased.

The total area thatis used by MKT is around 108,528 m?as of December 2021, out of which around 44,029 m?are in sole
possession of MKT and in great part (53 %) is attributable to 2 major buildings, the headquarters and the main technical
building. The remaining 64,499 m?are injoint possession with Macedonian Post.

7 SUSTAINABILITY

Magyar Telekom has been addressing the sustainability implications of its operations for close to twenty years, and for
more than 15 years its sustainability activities are characterized by comprehensive, long-term plans, and the Company
started its fifth five-year sustainability strategy (2021-2025-2030) in 2021.

Magyar Telekom has committed to support the ten principles set forth by the UN Global Compact since 2009 in the areas
of human rights, environment and anti-corruption, the results of which are also addressed by its Sustainability Reports.
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In 2015, the UN adopted its sustainable development blueprint to be implement by 2030. These 17 goals and 169 targets
determine the main direction towards resolving the most urgent problems posing a threat to humanity and the planet.
Magyar Telekom elaborated its Sustainability Strategy encompassing the period from 2016 through 2020 and from 2021
through 2030 as well along these SDGs. The company’s contribution to the priority goals originated from its business is
presented ina separate assessment linked to the Sustainability Report yearly.

Magyar Telekom’s sustainability activities and achievements are comprehensively discussed in the annual Sustainability
Reports, which aim to make the Group’s environmental, social and economic activities transparent to everyone.

The present report includes reference only to certain key topics of our sustainability approach, namely humanrights,
employees, environment protection and compliance.

7.1 Sustainability strategy
In 2021, Magyar Telekom Group started its current ten-year sustainability strategic cycle, 2021-2030.

In addition to the results of our Sustainability Strategy 2016-2020, the goals and tasks defined for the period through the
end of 2030 have been determined by the goals and directions applied internationally in terms of sustainable
development (SDG, CDP, TCFD).When identifying the priorities, the company has focused on the expectations of the
responsible investors monitoring our company and the current corporate trends. Of course, local market conditions, as
well as consumer behavior and demand have also been taken into account, with a proactive and awareness raising
attitude.

When identifying strategic goals, it was keptin mind that the Group’s sustainable operation has a significantimpact on
the society, the economy and the environment. Inaddition to playing animportant role for the livable future of several
million customers and several thousand employees, as a market leading ICT provider and a large enterprise of regional
proportions, Magyar Telekom is aware that our business and operational decisions influence the economy and the society
of the future, too. Itis its firm belief that Telekom, as a company, is responsible for all the groups of people whom it can
enable by ICT solutions, and that itis inevitable to engrain social, economic and environmental responsibility as part of its
corporate DNA thus promote sustainable development and opportunities for future generations. Along this, the new
strategy definesits prioritiesintwo main approaches: internal operational objectives and a catalytic role in the market by
empowering others.

The main objective set forth by the fifth Sustainability strategy defined in 2021 is to ensure that Magyar Telekom Group
maintains its position as a leading sustainable company through digitization: a catalyst of growth for people, families,
communities and businesses, and an accelerator of environment Such goal can only be achieved if considering all three
pillars of sustainability such as social, economic and environmental dimensions, the company approached these factorsin
acomprehensive, credible and innovative manner. Until the end of 2030, climate protection, digitization and diversity are
inthe focal point of the strategy.

Climate protection

Magyar Telekom Group keep the direct and indirect emissions (scope 1+2) at net zero by an 84% decrease and reduce the
part of the emissions of suppliers and customers attributable to the company (scope 3) by 30%. Our customers take
climate action and reduce emissions by providing ICT services applicable as climate protection (i.e. smart) solutions. At
least half of our revenues come from services that support climate protection by 2030.

Digitization

100% of customers of Magyar Telekom throughout the country will be provided with gigabit access and 6 million people
willachieve responsible digital maturity.

Diversity

In the previous period, diversity and equal opportunities have already beenin the focal of the Magyar Telekom’s
Sustainability Strategy. In the new strategy (2021-2030) Magyar Telekom’s goal is to create a 100% inclusive workplace
and to create a 100% accessible UX for customers with disabilities.

The details of the Sustainability strategy 2021-2030 is going to be presented in detail in the Sustainability report being
published in first half of 2022.
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Awards and sustainability recognitions achieved in 2021 and continuously relevant recognitions:

=  FTSE4Good Index membership, FTSE Russel ESG Ratings

= CECE SRl sustainability index membership

= MSCIESGrating AA(scale: CCC-AAA)

= |SSESGBPrimerating (scale: D — A+)

= Disability-friendly Workplace title, gold grade

= Family-friendly Workplace certificate, bronze grade — initiating organization: Csaladbarat Orszag Nonprofit
K6zhasznu Kft.

= Family-friendly Mentor Company — initiating organization: Harom Kiralyfi, Harom Kiralylany Mozgalom

= AsaFamily-friendly Mentor Company, Magyar Telekom founded the “Vandordij” Award

= Most Attractive Telco Workplace of the Year 2021 — initiating organization: PwC

= Magyar Telekom has beenincluded inthe Zynern 2021: Most Attractive Employers list

= Most Attractive Workplace in Telco sector 20221 — initiating organization: Randstad

= External Communication of Employer Brand: Grand Prix Hungary

7.2 Initiatives concerning stakeholders

In order to successfully operate the Company, itis essential to have strong relations with stakeholders.
Below you will find a list of our key activities the details of which are elaborated in the respective chapters of the
Sustainability Report:
= Investors —investor (and responsible investor) assessment
= Customers — sustainable products and services, child protection
= Employees — community solar project, family friendly services, diversity contents
=  Regulators — conformity, regulatory relations
= Local communities —Telekom Community Gardens, Superfast Internet Program (SZIP), network development
= Non-profit organizations — Magenta 1 Business/Nonprofit
= Suppliers —sustainable supply chain management
= Media
=  Future generations —Become! part of generation NOW, Forum “Most”, Magenta Podcast

Stakeholders can express their expectations online towards Magyar Telekom. The company then takes them into account
in course of pursuing our sustainability activities.

Activitiesrelated to more stakeholder groups

As part of our 2018 Diversity&Inclusion plan, Magyar Telekom is striving towards aninclusive, open and safe working
environment for employees from all backgrounds. In order to promote a working culture of inclusion and non-
discrimination, the company has developed the first Hungarian language unconscious bias e-learning material and
launched it as a mandatory course for all employees, 92% of whom have successfully completed it by the end of October,
2019. The e-learning is now part of the onboarding curriculum and is mandatory for all new entrants. The aim was not only
to support the development of its own working culture but to provide accessible and easily adaptable learning material for
all Hungarian enterprises and thus contribute to the promotion of anti-discrimination inthe society at large. Telekom was
one of the corporations that supported the background research and white paper publication of Egyenlit6 Foundation
offering guidance to large corporations in female executive selection.

Recognizing the importance of plastic pollution, Magyar Telekom set a new goal to significantly reducing the amount of
single-used plastics generated during our operations. Within the Plastic Free Telekom initiative, first we removed these
plastics from the headquarters operationin 2019. We provided our colleagues filtered water and jugs to reduce the
amount of PET bottles. In 2020, the company introduced additional plastic removal steps, however, at the time of the
pandemic, it was not possible to assess plastic use and remove PET bottles. In 2021, the pandemic continued to severely
limit the progress of the project. As the majority of colleagues continued to work from home, it was not possible to record
the volume of PET bottlesinany meaningful way in the latter period. If the colleagues return to the offices — expected in
spring 2022 — the Plastic Free Telekom project will be reactivated.

Investors
Magyar Telekom remained to be a constituentinthe FTSE4Good Index Series in 2021. The US based MSClrated Magyar

Telekominto the category ‘AA’ onthe scale CCC-AAA. The German ISSat its ESG assessment gave the B Prime rating to
the company. Magyar Telekom continued to disclose climate related data and information via the CDP platform. Magyar
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Telekom remained a constituent inthe CECE SRI (formerly CEERIUS) Index on the Wiener Borse as well.
Customers

Magyar Telekom would like to offer the choice toits customers who consider it asimportant as the company do to fight
against climate change to pick a service that serves the purpose of protecting the climate. Thatis why Telekom came up
with the ExtraNet Green 1 GB optionin 2019.1n 2021, by choosing the ExtraNet Green 1 GB data extension option,
Magyar Telekom guarantees to generate the same amount of energy as the one required to transmit 1GB data using our
solar power plantsinstalled on the top of the Kékvirdg street facility and on the top of two facilities in Szeged.

The children’s protection website of Magyar Telekom is dedicated to threats caused by children’s media consumption.
The website providesinformation to parents not only about ICT technologies, devices and content, but also about threats
caused by their usage and consumption, as well as possible preventive measures. More details are available on:

http://www.telekom.hu/about_us/society_and_environment/society/protection_of_our_children
Employees

In March 2021 Magyar Telekom announced again its community solar project. During the program employees had the
opportunity to adopt a solar panel. 200 solar panels had been adopted in less than an hour.

In 2021 Telekom continued its work on the improvement of diversity and equity based on the results of the 2020
employee survey. It offered 6 B@ck to work Café online sessions in the first half of the year, providing guidance to for
parental leavers who are planning their return and promoting the development, career planning and contact keeping tools
that are available. Telekom and T-Systems establishedits first LGBTQ resource group which initiated actions and process
developmentinitiatives to further the inclusion of LGBTQ workforce. Since November, 2021 the company joined the
corporate donors of HBLF Romaster initiative and committed to support support of two roma students for 4 years.

For the first time in the history of the company, gender ratioin Magyar Telekom's top management became balanced in
2020 and a number of measures were taken to further improve the proportion of female executivesin the entire
management team. The company continued with the monitoring of its gender pay gap, along which further developments
are being initiated. Magyar Telekom Group joined the “One step closer” initiative of Amnesty International in 2021 withiits
commitment to close the gap with at least one percenteach year.

In July, the management of Magyar Telekom set up the Magenta Alliance Foundation to help colleagues ina difficult
situation due to the pandemic. By the end of December 2020, nearly HUF 6 million was donated by employees. The
company's board of trustees provided support to employeesin 100 cases distributing more than HUF 15.5 million. In
2021, the pandemic continued, so the Magenta Alliance Foundation continued to operate. In 2021, the Foundation
provided more than HUF 18 millionin support for the more than 200 employees and their families.

Localcommunities

Magyar Telekom and the Hungarian Contemporary Architecture Centre continued to run community gardensin 2021, too.
Gardening works are still ongoing at Csardas Garden. Although, the Kerthatar Community Garden has been closed due to
the sale of real estate, a new community garden was created in Pomaz.

For Telekomitis utmostimportant that no one is left behind without accessing the opportunities and benefits of the
digital world. Within the framework of the Digital Welfare Program, Magyar Telekom has launched its fixed and mobile
Digital Welfare Program package providing quality internet service for users seeking to subscribe at most affordable
rates, furthermore by introducing the Digital First Aid Program providing free of charge internet access for several
hospitals pediatric ward nationwide. Where the fixed internet network is not yet available, the SZIP Mobile internet tariff
package can be ordered for the addresses defined in the SuperFast Internet Program (SZIP).

Non-profit organizations

In 2021 Magyar Telekom announced a tender among non-governmental organizations. As part of the Magenta 1 Business
/ Nonprofit offer, the company provides mobile and fixed services to 38 organizations free of charge for 12 months.

Suppliers

In the framework of the sustainable supply chain management process Magyar Telekomassesses the sustainability
performance of its suppliers each year. This will be done independently by Magyar Telekom, in addition to the suppliers
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that are shared with Deutsche Telekom but are not assessed in the Ecovadis system. In 2021 through completing a web
audit questionnaire — that contains questions on general, environmental, social and business ethical topics — 20 suppliers
were assessed and so 56.92% of the total purchase value has been covered by valid web audit assessments.

Futuregenerations

One of the main objectives set forth by Magyar Telekom’s Sustainability Strategy launched in 2016is to achieve
improvement of qualification of 1 million people in Hungary by 2020.The target has been achieved, among other things,
by industry-specific succession development programs like Be anIT Professional!, educational events like the NOW Forum
and digital education programs like Be a Member of the NOW Generation! In view of the COVID-19 virus and the changes
inthe education system and communication habits, Magyar Telekom's programs have also been renewed and moved toa
new interface.

The education and digital inclusion are also an integral part of the new (2021-2030) sustainability strategy. Accordingly,
programs launched in previous years will continue.

On The "LEGYELTEIS!" site, the company shared information about internet security which are understandable and
followable for both children and parents.

The digital education of the older generation continued, and the company started a representative research to explore the
internet-using habits of the under-18s. The research was launched in the professional partnership of the Hintalovon
Children's Rights Foundation.

The company also appealed to the younger age group with the launch of the Magenta Podcast channelin March 2020,
which covers media consumption, diversity, online education, mental health, technological innovation, cultural and
economic topics, but expert guests will also speak on topics such as the home office, digital family or just the COVID-19
pandemic. In 2021, the Podcast was continued to provide regular entertainment and professional content on topics such
asdigital parenthood, climate protection, fintech, safe internet usage and the Telekom Mobildonor program. Akey aspect
inthe production of the Podcast s to ensure that the guests and expertsinvited are well-known figures among the
younger generations, thus supporting the success of reaching out to this age group.

Chartersand initiatives of cooperation accepted andsigned by Magyar Telekom Group

Besides professional challenges, the Group also seeks cooperation opportunities for the solution of social and
environmental problems.

Magyar Telekom has been anactive member of ETNO’s (European Telecommunications Network Operators Association)
Sustainability Workgroup for years. The members work closely towards solvingall kinds of sustainability-related
programs.

Magyar Telekom has been the first among the Hungarian companies to accept OECD Guidelines for Multinational
Enterprises and set them up as mandatory guidelines for its operations.

European Union’s Diversity Charter has been signed by the company and considered as a mandatory guideline.

UN Global Compact has been signed by the company and the “Communication on progress” report on achievementsin
the 10 principlesis published yearly.

Magyar Telekom has acknowledged the UN Sustainable Development Goals (SDG) and through incorporating the priority
ones inits Sustainability strategy 2016-2020, and Sustainability Strategy 2021-2030 the company finds the contribution
to the goals a mandatory element of its operations.

Magyar Telekom discloses data and information on its climate related activities through the CDP (Carbon Disclosure
Project) platform.

Magyar Telekom has been the first Hungarian company to join the Science Based Target Initiative (SBTi) and has emission
reduction targets approved by SBTi.

Magyar Telekom has joined the UNFCCC Climate Neutral Now initiative.

Thanks to the United Nations Global Compact and emission reduction targets approved by the Science Based Target
Initiative - by achieving the latter, the company can contribute to keep the global temperature rise of the Earth below
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1.5°C —Magyar Telekom became the only Hungarian participantin the UNFCCC Race to Zero campaignin 2020. Since
then, 7 more Hungarian companies joined the campaign, but only Magyar Telekom Plc.is still participating.

List of the main memberships:

= European Telecommunications Network Operators Associations (ETNO)
= GSMA Association

= Joint Venture Association (JVSZ)

= German-Hungarian Chamber of Industry and Commerce
Telecommunication Advocacy Council

ICT Association of Hungary

Hungarian Association of International Companies

Hungarian Competition Law Association

= Employer’s Equal Opportunities Forum

= Hungarian Logistics, Procurement and Inventory Management Association
= Hungarian Marketing Association

= Hungarian Advertising Association

= |CT Association of Hungary

= American Chamber of Commerce in Hungary

= Hungarian Outsourcing Association

= Hungarian Hospital Association

= Hungarian Water Utility Association

= Hungarian Project Management Association

= Scientific Association for Infocommunications

= Hungarian Librarian’s Association

Lobby Club Association

Hungarian Chamber of Engineers

Agro|CT Cluster

Buday Business Club

= Association of Health Technology Suppliers and Medical Device Manufactures
= itService Management Forum (itSMF)

= Chamber of Bodyguards, Property Protection and Private Detectives
= Chamber of Architects

=  Hungarian Innovation Association

= Connected and Automated Mobility Cluster of Zala

= |par4.0

= Electronic Payment Service Providers Association (EFISZ)

= |nternational Telecommunication Union (ITU)

= RIPE Network Coordination Centre

= GS1Macedonia

= Economic Chamber of Macedonia

American Chamber of Commerce in Macedonia

Macedon-German Business Association

Macedonian IT Chamber (MASIT)

Chamber of authorized architects and engineers of Macedonia

Quality guarantees in the Magyar Telekom Group can be found:
https://www.telekom.hu/about_us/about_magyar_telekom/principles/quality_guarantees
7.3 Annual Sustainability Report

Magyar Telekom Group has committed, among other things, to publish reports about its sustainability performance
annually. When the reports are compiled the GRI (Global Reporting Initiative) guidelines and standards are applied, thus
ensuring compliance with the principle that the reports have to be the cornerstones ensuring transparency and
international comparability. The Sustainability report about 2007 was the first report in Hungary which was prepared
according tothe GRI G3 A+ compliance level, this meant the highest level of application of the GRI G3 guidelines at the
time. Since then, Magyar Telekom has produced an annual report with the highest compliance with international
guidelines, the 2013 Sustainability Report was the seventh to meet the requirements of the GRI A+ application level.
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The 2014 and 2015 Sustainability Report was compiled along the Fourth-Generation Principles set forth by the Global
Reporting Initiative (GRI G4), while since 2016 Sustainability reports have been compiled along the newest requirement,
the GRI Standard on “Comprehensive” level. The independent assurance and certification of compliance with the GRI
Standard criteria was conducted by PricewaterhouseCoopers along the ISAE 3000international standard. Further details
on the sustainability performance of the Company can be found in the annual reports available on:

https://www.telekom.hu/about_us/society_and_environment/sustainability_reports

The 2021 Sustainability Reportis going to be published in the first half of 2022.

8 ENVIRONMENT PROTECTION
8.1 Policies

Magyar Telekom Group upholds its commitment to sustainable development and environment protection firstin the
environmental policy. The policy contains obligations for the members of Magyar Telekom Group bothindividually and as
a Group:

https://www.telekom.hu/static-tr/sw/file/Magyar_Telekom_environmental_policy.pdf

In addition to the policy, it has alsoissued an environmental directive, which sets outin more detail the company's areas of
commitment and expectations:

https://www.telekom.hu/static-tr/sw/file/magyar-telekom-environment-protection-policy-guidelines.pdf

The Group-level coordination was continued to be implemented under the auspices of the Sustainability Committee (SC)
in2021, as well. The levels of development and management of the corporate sustainability strategy are separated from
the operative implementation level within the operation of the SC, thus the process of implementing sustainability
activitiesis divided to the following levels:

1. Strategy development and strategy management level operating under the auspices of the SC: development of
strategic concepts, implementation of the strategy, relevant communication with national and international organizations.

2. Operative implementation level managed byrelevant organizations of the governance areas and business units, actual
operative activities, task management, data provision etc.

The SC’s operationis regulated by a group level directive: on the regulation of Magyar Telekom Group’s sustainability
operation and the responsibilities and competence of stakeholders.

The operative management of Magyar Telekom Group, the Management receives at least once a year a report on the
implementation of the tasks of the Group Sustainability Strategy and other ongoing significant sustainability activities,
results, potential exposures and opportunities.

The Management isinformed on the latest sustainability trends and may respond to the feedback from stakeholders
through the annual report and based on the report may decide onthe amendment of the strategy. The Management
keeps contact with the stakeholders through the SC. Incoming inquiries are received by the respective professional areas
and critical comments regarding sustainability are transferred to the responsible staff members by the SC members.
According to the relevant group directive the strategic tasks are allocated to the respective Chief Officers.

In 2021, Magyar Telekom's Leadership Squad decidedthat, inline with its agile operations, the company would manage
sustainability coordination in the form of a squad in the future. Therefore, the role of the Sustainability Committee will be
taken over by the Sustainability Squad from 2022 onwards.

8.2 Resultsof the policies

Asaleading provider of info-communications services in the region, Magyar Telekom’s commitment to sustainable
development with a focus on preserving the environment lies at the center of its mission. 2021 was spent developing a
long-term strategy, the company outlined a S + S year vision instead of the previous S-year perspectives. Climate
protectionremains a key priority in the new sustainability strategy. The company’s emission reduction commitments
pledged in 2018, which was approved by the Science Based Target Initiative (SBTi), were replaced by more ambitious
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targetsin 2019 inresponse to the IPCC’s 1.5 °C report, have come into the main focus of the strategy. The company is
working to achieve the following goals by 2030:

= reduce absolute Scope 1 and 2 Greenhouse Gas (GHG) emissions 84% from a 2015 base year;
= reduce absolute Scope 3 GHG emissions 30% from a 2017 base year.

The European Green Deal also prioritizes energy use and emissions of the ICT sector, recognizing that the sector can make
asignificant contribution to achieving 2050 climate neutrality through SG, artificial intelligence, loT and cloud services,
butit canalsoincrease its own energy consumption. As a first step, the European Union aims to increase energy efficiency
in data centers and achieve climate neutrality by 2030. This is also one of the main pillars of Magyar Telekom’s new
climate strategy, despite the fact that the Group’s total electricity consumption, including data centers, has been covered
by renewable energy for many years (since 2016 at Plc., since 2018 in Hungary), which has been set by Deutsche Telekom
asa requirement for its member companies on a group-wide basis from 2021 onwards.

In 2021 Magyar Telekom continued its carbon neutral? project. The company spent half of the income of the company car
policy regulated bonus-malus system to financial implementation of the project. To achieve the carbon neutrality in 2021
- for the seventh yearinarow - Magyar Telekom Group used 99% - the Hungarian member companies 100% - renewable
energy for electricity consumption and offset the rest of its emissions, by purchasing and retiring 18,220 CER (Certified
Emission Reduction) units from a Chinese green project. In 2021 Magyar Telekom purchased 200,000 MWh of renewable
energy with Guarantee of Origin. Our additional highlighted environmental and operational ecoefficiency goals are:

= Increase the energy efficiency of buildings

= Decrease fleet consumption, promotion travel replacement solutions, and dematerialization solutions
Introduction of sustainable and climate-friendly products and services

Mapping and guantifying enablement effects in other sectors as a result of the services offered by the company
Waste management: reduction of waste (increased recycling-rate)

Measure the climate footprint of customers and suppliers

= Developmentof a circular economy for appliances provided to customers

8.3 Risks

Based on the Business Continuity Management System (BCM) the company has identified the critical climate risks (floods,
heat waves) that might affect our operations and we have prepared action plans for possible risk management. According
to the annual assessment the rate of climate damage in the network did not reach the level of intervention (HUF 50 million
damage/ month). In 2021, 546 cases had to be investigated due to different problems caused by the weather. During
heatwaves, the company allows its colleagues to work remotely and increases the core temperature of datacentersand
base stations in order to reduce the energy consumption.

In setting the emission reduction targets, Magyar Telekom has considered the current Paris Climate Agreementand EU
standards, as well as the IPCC’s 1.5 °C goals, but itis assumed that regulators will set stronger emission reduction targets
inthe future, which may involve financial risks. Current forecasts predict anincrease in the energy consumption of mobile
networks with the spread of 5SG. However, one of the EU's goals s to significantly reduce energy consumption and plans to
regulate data centers as a first step. Thanks to Magyar Telekom's forward-looking climate strategy, it enjoys an advantage
over its competitors, even with stricter regulations.

Opportunities

In addition toits energy efficiency investments and carbon neutral operations, the company considers the use of
renewable energies to be one of the most effective tools for combating climate change. Its long-term goal is to ensure the
supply of electricity to the network as much as possible from renewable energy sources, therefore it hasimplemented the
installation of solar systems inits own buildingsinseveral stages. Magyar Telekom also provides an opportunity forits
customers, who also consider combating climate change, to be able to choose a service that contributes to climate
protection. That’s why in 2019 Magyar Telekom created the world’s unique ExtraNet Green 1GB 30-day option. Although
the measures taken during the pandemic in 2020 reduced turnover after its success in 2019, the company still retains the
option for its customers. In 2021, higher proportion of customers chose this expansion option out of the 1GB options than
in previous years.

2 carbon neutral means net zero GHG emissions
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In 2020, the European Union created the Taxonomy Regulation, which lists environmentally sustainable economic
activities. Itisanimportant tool for increasing sustainable investment and implementing the European Green Deal, in
particular by providing companies,investors and decision-makers with appropriate definitions of the economic activities
that can be considered environmentally sustainable. The purpose of the Regulationis to create security forinvestors,
protect private investors from greenwashing, help companies plan for the green transition, and alleviate market
fragmentation. Implementation acts of the Regulation, which will also affect the ICT sector, have not yet been completed,
butit is expected that the Magyar Telekom Group's sustainability strategy and itsimplementation may improvethe
Company’s perception among investors factoring in sustainable investing considerations.

8.4 Performance indicators
Emissions below were calculated according to the GHG Protocol Corporate Standard.
Cumulated GHG emission

= 83,060 tCO2e (tons of greenhouse gas emissions in carbon dioxide equivalent), when purchased renewablewas not
taken into account (location based emission)
= 18,220 tCOe, when purchased renewable was taken into account (market based emission)

Group GHG emission by categories

= Scopel:12,767tC0O.e (at the moment location based equal to market based)
= Scope2:70,293tC0O2e location based
= Scope 2: 5,452 tCO2e market based

Energy efficiency — bits transmitted / energy consumption — 301 Gbit/kWh

9 CORPORATE COMPLIANCE

When shaping the compliance program of Magyar Telekom Group, the goal was to ensure that Magyar Telekom Group
pursues its business activity with maximum awareness of and commitment to compliance with the applicable laws and
legal provisions, in accordance with the strictest norms of ethical business conduct. To this end, we issued policy
statements addressing the potentially arising compliance-related risks, and we apply the procedures set outin these
policy statements and arrange continuous training courses for our employees related to these procedures. We established
clear concise processes to report, examine, follow up and correct suspected cases of non-compliance.

The Corporate compliance programis supervised by the Group compliance officer. The Group compliance officer reports
directly to the Audit Committee, and cooperates with the Board of Directors, the Supervisory Board and the management.
The Corporate compliance program focuses on the Code of Conduct.

The Code of Conduct of Magyar Telekom Group contains the summary of the compliance requirement within the
company, sets common values of the Group and is a key to the strong position, reputation and successful future of
Telekom. The Code of Conduct applies to everyone within the Magyar Telekom Group from the employees to the
members of the Board. In addition, contracted partners of the Magyar Telekom Group also have to know and accept these
values, whenregistering on the procurement website.

In the year 2010, an external independent party audited the implementation of the Compliance program, and we were
awarded a certificate of compliance with the external expectations and of the implementation of the system. The program
was revised in 2013, including other related areas as well — such as procurement, internal audit, HR, sales. The audit was
not aimed only at the implementation and control of the systeminthe differentareas, butit measured the operational
efficiency of the control system. We met the expectations and were awarded by a certificate issued by Ernst&Young as
independent external party. In2017, again an external auditor (KPMG) evaluated the effectiveness of the compliance
management system of Magyar Telekom, and issued a certification that the program complies with the requirements of
the new anti-corruption ISO standard. In 2021 an external advisor (KPMG Germany) reviewed the Compliance program.
They found the operation of the program efficient.

The first distance learning course addressing compliance was started in 2008 in the topic of “Conscious recog nition of
fraud and corruption”. Since then we have been providing a general eLearning course for our new employees, mandatory

126



mflm = = EGYUTT. VELED

for all colleagues joining to the company. The course is completed with the acceptance of the Code of Conduct. Since the
start of the program, 95,743 distance learning courses were completed by the employees on group level, related to
topics, such as compliance awareness, supplier due diligence, anti-corruption measures, incompatibility or insider trading.

On the top of that, our company has arranged personal training sessions for employees working in professional areas
exposed to compliance and abuse related risks — both within the parent company and Hungarian and international
subsidiaries —in the topics of organized anti-corruption behavior, screening of contracted partners and rules of giving and
accepting gifts.

In 2020 —similarly to the practice of the previous years — risk analyses were conducted with the participation of
organizations and subsidiaries of Magyar Telekom Plc. Based on the results of the survey, a comprehensive audit was
prepared for the potential compliance and abuse risks, the result of which was submitted to the Audit Committee of the
Company.

During the year we check the soundness of the reports submitted to our company in connection with unethical behavior,
and if necessary, we act on these reports. In case we identify actual abuses, we take care of the necessary and adequate
countermeasures. Magyar Telekom published all cases of corruption and the related countermeasures in accordance with
the related applicable laws and legal provisions.

9.1 Fight againstbribery and corruption

9.1.1 Policies

Magyar Telekom does not tolerate any attempts of corruption, so numerous procedures and policies were introduced to
prevent and fight corruption. Magyar Telekom complies with the anti-corruption rules of the Group, and expectsits
business partners not to engage in unlawful activities (including breaching the anti-corruption laws) such as utilize any
money or other services provided by Magyar Telekom for unlawful purposes. Thisalsoincludes directorindirect
payments to individual(s) toimprove the perception of Magyar Telekom (or any parties acting for Magyar Telekom) or to
influence any business decision. Magyar Telekom strictly prohibits any form of corruption including (but not only),
receiving personal advantages or monetary gains, accepting or providing bribes or promising facilitating payments. The
Group also prohibits employees from making beneficial decisions towards family, friends or close or distant
acquaintances. Itis not allowed to provide any gift or invitation to an event to third partiesif it could potentially influence
any business transaction. Magyar Telekom Group does not support morally or financially any political parties,
organizations or representatives of these. Magyar Telekom will not start business relations with third parties that violate
the anti-corruption clauses of the Compliance Program or the basic principles of the Code of Conduct.

Due Diligence procedures: There are no fixed procedures on how thorough due diligence should be to avoid legal
responsibility or any investigation as per the anti-corruption laws. The aim of these procedures is toidentify high-risk
areas, and to provide indication when further due diligence or review is required.

9.1.2 Result of the policies

During the year, we have verified the plausibility of any complaints we have received about unethical behavior and
initiated internal investigations if necessary. If we have identified any misconduct we initiated the necessary measures and
actions. Any complaints regarding breaches of internal or external rules can be sent to the Tell Me! portal of Magyar
Telekom. Any questions regarding corporate compliance can be asked on the Ask Me! intranet portal.

9.1.3 Risk

The basis and prerequisite of the efficient defense against breaches of laws and policies is the registering and analysis of
compliance risks and identifying other compliance relevant cases at Magyar Telekom. The yearly Compliance Risk
Assessment (CRA) handles active and passive corruption separately. The risk assessment always includes Magyar
Telekom, T-Systems and Makedonski Telekom. Other subsidiaries can be included on a case-by-case basis, based on
information originating from internal investigations. The CRA fully covers the abovementioned companies. The Group
Compliance Officer informs the Audit Committee, the Board of Directors, and the management about the result of the risk
assessment and gives an update about the status of the measuresin every quarter.
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10 ECONOMIC ENVIRONMENTS, OUTLOOK AND TARGETS

The global environmentin 2021 showed dynamic recovery from the recession hitting the worldwide economy in 2020
with the outbreak of the COVID-19 pandemic. The targeted government measures along with the more efficient
management of the pandemic led toimproved production as well as higher consumption levels. However, the still
prevailing pandemic has been reshaping the environment whereas some new economic difficulties has also emerged with
global supply chaindisturbances and the sharp increase in energy prices witnessed in the second half of 2021.

The telecommunication industry has continued to play a critical role in keeping families connected and businesses and the
economy progressing in this changing environment. The need for digitalization, demand for data and the use of online,
virtual channels have reached unseen levels, highlighting the integral role of the global telecommunication industry.

10.1 Economic environments and outlooks
Hungary

Similarly to 2020, economic performance in 2021 was heavily impacted by the COVID-19 pandemic. First quarter of the
year has been challenging as the emergence of a third wave of pandemic proved to be more severe than previous rounds,
with stringent restrictive measures also negatively impacting economic performance. However, from mid-April on, thanks
to the increasing vaccination rates, the restrictions were gradually lifted. This, coupled with the supportive governmental
measures led to a strong rebound in economic performance witnessed in the outstanding second quarter GDP growth
figure. By the third quarter of 2021, all limitations were removed supporting service sector recovery, with particularly
positive impact witnessed in tourism. Although Hungary was hit by the fourth wave of pandemic in the autumn, only few
limitations were introduced. Consequently, economic performance in the second half of the year continued its positive
development, however now paired with strong inflationary pressure stemming both from global raw material and energy
price increase as well as from the weakening of the forint.

In 2022, GDP is expectedto continue to expand further fueled by domestic demand and expansionary fiscal measures. At
the same time, yields are expected to increase further in line with the central bank’s rate hike steps and inflationis also
forecasted to remain at higher levels with prolonged supply-chain constraints, elevated energy prices and pandemic-
related uncertainty posing further risks to economic performance.

With regards to the Hungarian telecommunication sector, the easing of the pandemic related restrictions coupled with
strong economic performance, have resulted ina favorable development in the operating environment. However, within
the sector we have been witnessing changes in the competitive landscape that warrant attention.

Looking ahead, while there are significant uncertainties related to the economic and business developments, demand for
telecommunications services expected to remain strong with digitalization continuing to be of vitalimportance. To ensure
the reliability and security of our networks and our leading position on the market, the management remains committed to
investin our infrastructure and continue with the customer centric operational approach going forward.

North Macedonia

North Macedonia alike was in severe recessionin 2020 with significant recovery starting in 2021. A notable rise in
domestic consumption coupled with recovering tourism reflecting the easing of the Europe-wide restrictions helped to
improve economic performance during the year. These positive developments also had favorable impact on the
performance of telecommunication operators with both subscriber and visitor revenues rebounding from the pandemic
levels.

Looking ahead, though the economy is set for further expansion, the rising global energy and food prices have already led
to higherinflationin 2021 that may continue in 2022, significantly affecting household spending power with considerable
part of their consumption consisting of food and energy spending

10.2 Revenue, EBITDA AL and Capex AL targets

With many of the pandemic drivenrestrictions eased during 2021, Magyar Telekom has successfully leveraged the
improving trends in the operating environment. Our excellent network quality coupled with the rising customer
satisfaction, have enabled us to successfully monetize strong market demand for our telecommunications and data
services and to deliver our 2021 annual revenue and EBITDA AL targets. Recording a continued strong demand for our
fiber products, we have further accelerated the pace of our fiber optic rollout program, resulting in higher annual Capex
and somewhat lower free cash flow than originally targeted.
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Looking ahead, we expect to sustain this positive commercial momentum in 2022, whichis likely to lead to revenue
growth of 1% to 3%, with EBITDA ALgrowingby 3% to 5%, supported by cost control measures. Network quality remains
asignificant differentiator for the Group and to preserve this, we intend to maintain the steady pace of our fiber roll-out
and mobile network modernization program. As aresult, investment levels are expected to remain broadly stable year-on-
year. Free cash flow, excluding spectrum license payments, is forecast to increase to at least HUF 70 billionin 2022,
thanks to positive trendsin EBITDA AL and working capital.

11 INTERNAL CONTROLS, RISKS AND UNCERTAINTIES

11.1 The presentation of the systems of internal controls and the evaluation of the activity in the relevant period

Magyar Telekom’s management is committed to establishing and maintaining an adequate internal control system to
ensure the reliability of the financial reports and minimize operating and compliance risks. Our internal control systemis
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in conformity with International Financial Reporting Standards (IFRS) as adopted by the
European Union.

For the business year 2021 we accomplished control documentation and evaluationin the IT supported ICS-Tool system.
Transaction Level Controls describe the controls builtinto our business processes that have been designed and operated
to ensure that material misstatementsin each significant financial account and disclosure within the financial statements
are prevented or detected ina timely manner.

Complete evaluation of our internal control systemis based on the method established in “Internal Control—Integrated
Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The operation of
the internal control system is supported also by the independent internal audit function. Beyond tasks regarding the risk
based internal audit work plan, contributes to the enhancement of the internal control processes and to the reduction of
existing risks through ad-hoc audits and ICS testing. The Internal Audit area follows up the implementation of the
measures defined on the basis of the audits. The Supervisory Board and the Audit Committee inter alia also receive regular
reports on the findings of the audits; measures, based on the findings and fulfilment of tasks.

In line with the criteria of the adopted internal control framework, management evaluates the effectiveness of internal
control system within each financial year. Management’s assessment for 2021 is finished and based on the collected
information internal control system has been operating effectively to prevent potential material misstatementsin the
financial statements, and minimize operating and compliance risks.

The Company’s shareholders are being informed about the operation of our internal control system through our public
reports.

The management and Board of Directors of Magyar Telekom are committed to conducting all business activities of
Magyar Telekom Group according to the highest legal and ethical standards. Based on this commitment, the Board of
Directors established the Corporate compliance program of Magyar Telekom.

The Corporate compliance program is applicable to all bodies, organizations, employees of Magyar Telekom Group, and
advisors, agents, representatives as well as to all persons and organizations that work on behalf of the Company or its
subsidiary.

The Corporate compliance program of Magyar Telekom ensures that the business activities of the Group are conducted
observing and in compliance with the relevant laws to the utmost extent, according to the highest standards of training
and commitment. It requires the realization of guidelines and processes that manage potential compliance risks and
implement specific processesin order to report, investigate, monitor and correct suspected or actual lack of compliance.

i Internal Control System
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11.2 The utilization of financial instruments, risk managementand hedging policies
Introduction

AsHungary's leading telecommunications and IT service provider we are subject to uncertainties and changes of the
telecommunications and IT industry. To operate successfully in this continuously changing environment risks have to be
systematically identified, assessed and managed.

The risk management system is not only needed from a business point of view, but asa company listed in the stock
market, we are obliged to operate a risk management system and prepare arisk report to inform our investors.

Upon the establishment of our comprehensive risk management system the Company actsin line with the relevant
requirements of the Budapest Stock Exchange, as well as the rules laid downin the applicable international standards.

Our Group level risk management system covers strategic, operational, financial, compliance and legal risks, whichis also
applicable to our consolidated companies. The objective is to identify, monitor and manage these risksin an early phase.

Risk management guidelines

Itisour policy thatall disclosures made by us to our shareholders and the investment community, are accurate and
complete, and fairly present our financial condition and results of operationsin all material respects. Such disclosures
should be made on a timely basis as required by applicable laws, rules and regulations. To achieve these objectives, we
continuously develop and regularly review the functionality and effectiveness of the elements of our risk management
system.

Our risk management includes the identification, assessment and evaluation of risks, the development of necessary action
plans, as well as the monitoring of performance and results.

Therisk management organization and process:

Magyar Telekom performsits risk management activities in accordance with the risk management guidelines developed
by the Group level risk management organization and approved by the Boards of Directors.

The risk owners of the individual organizations are responsible for identifying, reporting, assessing and monitoring risks on
acontinuous basis, in line with the framework of the risk management process, under the governance of the central risk
management organization.

Magyar Telekom's Group level risk report is regularly submitted to the Board of Directors, the Audit Committee and the
Supervisory Board as well as to Deutsche Telekom's risk management organization.

During the annual planning process the management takes into account potential risks.
The established risk management standard provides a process framework:

= following the identification of risks, they are analyzed, assessed and quantified in details, then they are quantified (by
estimating their probability of occurrence and potential impact) according to a predefined methodology. The
assessment of risk assessment enables the management to focus more effectively onthose risksthat have a
significantimpacton the company's strategic objectives.

= following the assessment, the decision is made on the specific measures to reduce risks,

= the relevantrisk ownerimplements, monitors and evaluates the relevant measures, and

= these stepsare repeated as necessary to reflect actual developmentsand decisions.

For the risk management to be effective, Telekom must ensure that the management takes business decisions with full
understanding of all relevant risks that we support through Magyar Telekom’s regular Group level risk report.

Identification, review and reporting of risks:

Risk items affecting our operations are reviewed regularly throughout the Company. All of our subsidiaries and entities are
obliged toidentify and report their operational risks on a quarterly basis. After the evaluation of these risks, results are
reported to the Company’s management, to the Board of Directors, to the Audit Committee and the Supervisory Board.
Thisregular reporting ensures that the most significant risks are monitored, up-to-date risk mitigation measures are
implemented and regularly monitored.

130



mflm = = EGYUTT. VELED

Our risk reporting systemis complemented with a continuous reporting procedure which requires all of our departments
and subsidiaries to report on a real-time basis any new material fact, information or risk that comes to their knowledge.
Information thus submitted is monitored and evaluated by the risk management area and the Chief Financial Officer is
notified when a new material risk or informationis identified.

Aninternal regulation has beenissued to define responsibilities of each employee in risk monitoring and management.

The risk assessmentis carried out for a two-year period. Thisis also our forecast period. If there are significant risks
beyond the forecast period, such risks are monitored on a continuous basis.

Opportunities

Besides the systematic management of risks the identification of opportunities and their strategic and financial
assessment are also essential parts of our annual planning process. This allows us to take these opportunitiesinto account
inour forecasts.

11.3 Main risk factors

Our financial condition, results of operations or the trading prices of our shares could be materially adversely affected by
any of the risks described below. These risks are not the only risks we face. Additional risks not currently known to us, or
risks that we currently regard as immaterial, could also have a material adverse effect on our financial condition, results of
operations or the trading prices of our shares.

Regulatory risks

= Magyar Telekom operates within a strictly regulated market environment. Most of the regulatory framework is the
result of EU legislation. Hungary implemented the new EU regulatory framework (1972 /2018/EU) by end of 2020.

= Theregulatory environmentin North Macedonia is expected to remain strict, since the regulatory body’s (AEK) aimis
atwidening the scope of wholesale regulation.

Risk management activities:

= We cooperate and maintain an active dialogue with regulators.
= We maintain processes to ensure compliance and provide timely and accurate information to our regulators.

Legalrisks
= Regulatory cases and legal disputes with parties could have an effect on our results of operations.

Risk management activities:

= Protecting our interestand values through legal representation, continuous management and monitoring of legal
disputes.
= Seealsothe compliance risk management activities.

Financialrisks

= For details onfinancial risks and their management, see Note 5 of the Consolidated Financial Statements.

= Developmentsinthe technology and telecommunications sectors may result inimpairment of the book value of
certain of our assets.

= Unpredictable changesinthe Hungarian tax regulations may have an adverse effect on our results.

= Fluctuations inthe currency exchanges rate could have an adverse effect on our results of operations.

= Economic trendsinHungary and in other countries could have an adverse impact on the value of our investments,
operating results or financial situation.

= Theincreasing trend of inflation, with limited predictability could erode Magyar Telekom's results.

= Theglobal energy crisis has emerged recently, with the prices of several major energy commaodities and electricity
rising sharply, the significant price increasing affecting several products, including natural gas, oil, coal and
electricity. Rising energy prices can lead to unexpected costs.
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Risk management activities:

= We continuously analyze financial actual data and provide forecasts on financial indicators.

= We carry out sensitivity analyses (e.g. foreign exchange, cash flow).

=  Wetest all key controls on anannual basis.

= We continuously improve our processes, systems for the purpose of automated accounting, reporting and
auditing.

= We constantly monitor energy pricesto ensure that we purchase energy ata proper price level.

Strategic risks

We are subjecttointense competitioninthe fixed business due to overlaps with our competitors on more and more
locations as a result of the network roll-outs.

We are subject tointense competitionin SI/IT segment, especially on public sector tenders.

Adaption to new trends and technological changes in the telecommunications market (10T, Big Data, Al, 5G) might be
aserious challenge.

Our business may be adversely affected by actual or perceived health risks associated with mobile communications
technologies, and unsubstantiated and rapidly spreading news about new technologies.

More intense competition in North Macedonia driven by A1 (formerly VIP) as well as Telekabel being integrated
players and Telekom Serbia (MTel), as a new market player entering the North Macedonian telecommunication
market.

Sustainability: information on the Company's approach to sustainability risks and opportunities can be found in Note
7 “Sustainability” of the Consolidated Business Report.

Risk management activities:

= We continuously investin the development of our network, our objective is to have the best convergent network in
Hungary.

= Wetransform our internal processes to be even better prepared for future challenges.

= We monitor technological developments and our competitors' activities.

= We pursue responsible and sustainable business activities.

= |n orderto maintain trustand reputation we continuously inform our key stakeholders on our plans, risks and
achievements.

= Weintegrate digitalinitiatives into our long-term planning and align their technology and business strategies.

Operationalrisks

The future of our current operational modelis subject to currently unforeseeable changesin the future business
environment.

Risk management activities:

= Wehavea flexible business model. We closely monitor the competitive environmentin all markets and respond
accordingly to both consumer and business segment needs.

= Qur price offers are competitive in the markets where we operate.

= Wesupportour business customers with our innovative products to increase efficiency.

= We transform our internal processes to be even better prepared for future challenges.

The pandemic continues to make a big impact worldwide and also to our entire risk environment.

Risk management activities:

= Reacting to COVID-19 has become part of our everyday operation. Due to the nature of the telecom industry and
the importance of communication services in the pandemic we continuously strengthen our digital strategy.

= Magyar Telekom continues to successfully operate and provide the capacity of its network infrastructure and
ensures the health and productivity of employees by enabling teleworking.

132



E E N EGYUTT. VELED

System failures could resultin reduced user traffic and revenue, could lead to penalties and could harm our reputation.

Risk management activities:

=  We operate network monitoring systems and define recovery goals to minimize service outages.

=  Weconsideritof key importance toinform our customers ina timely manner about service problems thus we
operate an advanced information system.

Loss of key personnel could weaken our business.

Risk management activities:

= Qperation of an advanced human resources strategy, for further details see Note 3 (“Social commitments, labor
standards, human rights”) of the Consolidated Business Report.

The number of cyber attacks has increased significantly in the whole world. Cybersecurity risks have worsened due to
the pandemic, as work, shopping, social interactions and education have become significantly digitized. The quick
change increased the vulnerability of organizations to cyber attacks. Also, teleworking may increase the risk of fraud
and misuse of business information and data, as well as unauthorized access, theft and fraudulent use of data.
Although Magyar Telekom provides services with highest security-standards and constantly tests and updatesits
cyber security countermeasures, it cannot be fully excluded that the Company will be subject of a cyber attack. If we
fail to manage this effectively, it may have significant customer related, financial, reputational or regulatory
consequences.

Risk management activities:

= We performregular audits on key security risks affecting our business and maintain strategies to identify, prevent
and respond to these challenges.

= Qur cybersecurity approach focuses on minimizing the risk of cyber security incidents impacting our networks,
systems and services.

= We promote conscious conduct among our colleagues viacommunication, campaigns and training.

Data protectionincidents are punishable with very high fines. Despite mitigating measures and well-designed data
protection management structures data protectionincidents and compliance deficiencies can not be entirely
excluded. There may be problems that can have a negative impact on Magyar Telekom's reputation and may incur
costs and sanctions (including fines).

Risk management activities:

= |norderto ensure data protection compliance and to avoid sanctions (fines) we must pay special attention to the
principle of purpose limitation, privacy by design, privacy by default as well as data security measures to avoid
system failures that may impact a large number of subscribers or employees.

= Weregularly provide our colleagues data protection and data security trainings and other tools to help them make
better and risk-conscious decisions.

Procurement and supply chain: we cooperate with a wide range of vendors. Highrisk products and services include
hardware, network technology components, and all products and services provided directly toend users. Supply risks
cannot be entirely avoided. Epidemics, transportation bottlenecks, price increases, changes in the economic or
political environment or the suppliers' product strategies may have a negative impact on our business processes and
results. Further risks may arise from dependencies on specific suppliers or from their default.

Risk management activities:

= |n orderto reduce our exposure to risks we implement organizational, operational and profession-specific
procurement strategies. Our procurement processes are planned and are monitored through regular internal and
external controls. Key professional factors for managing procurement risks: proactive management of the supplier
base, supplier segmentation, risk analysis of strategic and critical suppliers and continuous active contact keeping
together with the business areas.
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Compliancerisks

= Violation of laws may resultin loss of trust, financial sanctions, impairment of our shareholder value and other
sanctions. Serious violation of laws may lead to criminal proceedings, litigation and regulatory actions.

Risk management activities:

= Weoperate a compliance framework programfor the identification, regular assessment and mitigation of risks.

= Wetrain our employees, run awareness raising programs that explain our ethical norms throughout the
organizationand help the employees to understand their role in ensuring compliance.

= Wesupporta culture where our colleagues can voice their concerns, so we canidentify problems and prevent
them from happening again.

11.4 Financial risk management

The classification of the Group’s financial instruments is described in detail in Note 4 and the financial risk management of
the Group is described indetail in Note 5 of the Consolidated Financial Statements.

12 ANALYSIS OF FINANCIAL RESULTS FOR 2021

Key Performance Indicators At December 31,
2020 2021
Revenue (HUF MILLION).....c ettt se s se s e s 673,048 700,120
[1410) o T E=N C=V] =T 364,589 389,387
FIXEA INE FEVENUE ...ttt ettt s ae e e eaeeaesanean 219,004 223,865
System Integration/Information Technology revenue ..........ococeeevereeecererenns 89,455 86,868
EBITDA (HUF MULION) 1ttt s e e s s s s s s e e e e e sesssesesesesesesenesensnens 225,844 240,771
EBITDA MAIGiN..cuceieeeeeeerereeeesesesesesesssesessesesssssessesesssessssessssssssssssssessnsssssessnsssens 33.6% 34.4%
Profit attributable to owners of the Parent (HUF million).......cceveveeeecevevceeecnnee. 42,364 58,997
Capex after [ease (HUF Million) .....ccvecevereeeeeeeteeeeeeeeeeeseeseseseesaeseeeessesesessseeneas 197,631 193,432
Net debt (HUF MILlION) ...ccrieeeeeeceeeeeeeceee ettt se v e e s ee e nees 417,436 472,886
Net debtto EBITDA FatiOn....ccccccueceereeeereceeeeieeere ettt e re s saeaesaessesesseseeseeesens 1.85 1.96

12.1 Revenues

Total revenues increased from HUF 673.0 billionin 2020to HUF 700.1 billionin 2021, driven primarily by the growthin
mobile data and fixed broadband revenues in Hungary coupled with animprovement in mobile service revenues in North
Macedonia.

Mobile revenuesincreased to HUF 389.4 billionin 2021 compared to HUF 364.6 billion in 2020, reflecting the continued
positive momentum in mobile data usage.
= Voice retail revenues declined by 3.8% to HUF 118.7 billionin 2021, reflecting tariff pressure across both operations.

= Voice wholesale revenues rose by 7.2% to HUF 12.8 billionin 2021, reflecting an increase inincoming mobile traffic
in Hungary along with higher international incoming traffic in North Macedonia.

= Datarevenuesgrew by 16.7% to HUF 118.8 billionin 2021, driven by the continued growth in subscriber numbers
and strong demand for mobile data usage that was amplified by the pandemic induced social distancing measures.

= SMSrevenuesincreased by 17.9% to HUF 24.4 billionin 2021, primarily as a result of further growth in mass
messaging revenues in Hungary coupled with higher usage driven by the increasing retail postpaid customer bases
in both countries.

= Mobile equipment revenuesincreased by 7.7% to HUF 103.9 billionin 2021, driven primarily byincrease in the
average handset prices coupled with higher volume of export sales at the Hungarian operation.
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Fixed line revenuesincreased to HUF 223.9 billionin 2021, up from HUF 219.0 billionin 2020. The significant
improvementsin broadband and TV revenues, especially pronounced at the Hungarian operation, fully offset the decline
invoice revenues.

= Voice retail revenues decreased by 6.3% to HUF 37.1 billionin 2021, primarily due to a further decline in the
customer base in Hungary.

= Broadband retail revenues increased by 9.2% to HUF 69.8 billionin 2021, thanks to further growth of the customer
bases in both countries that was coupled with continued strong demand for bandwidth upgrade transactionsin
Hungary. These positive developments fully compensated for the temporary fallout in some of the Hungarian retail
broadband revenues for the first half of 2021 due to the mandatory monthly fee allowance introduced for students
and teachers to help with online education during the pandemic.

= TVrevenuesincreased by 7.9% to HUF 56.5 billionin 2021, thanks to higher revenues in both Hungary and North
Macedonia reflecting the continued expansion of the IPTV customer bases.

=  Fixed equipmentrevenues declined by 13.0% to HUF 19.5billionin 2021, reflecting lower volume of the equipment
sold at the Hungarian operation.

= Dataretail revenuesrose by 3.7% to HUF 12.7 billionin 2021 thanks to higher revenue from leased line fixed internet
services inboth countries.

= Wholesale revenues were up by 3.4% to HUF 20.0 billionin 2021 thanks to higher network-related and wholesale
data revenuesin Hungary coupled with income from the resale of content right licenses in North Macedonia.

System Integration (S1) and IT revenues recorded a decline of 2.9% to HUF 86.9 billionin 2021, compared to HUF 89.5
billionin 2020, primarily driven by the absence of major customized solution projects in North Macedonia coupled with
moderately lower project volumes in Hungary.

12.2 Direct costs

Direct costs increased from HUF 297.5 billionin 2020to HUF 311.7 billionin 2021, primarily due to higher equipment and
interconnect costs.

= Interconnect costs grew by 13.0% to HUF 25.0 billionin 2021, as increased off-network mobile voice trafficled to
higher payments to domestic mobile operators at the Hungarian operation.

= SI/IT service related costs declined by 2.0%to HUF 62.1 billionin 2021, reflecting lower volume of related projects
during the year.

= Baddebtexpenseswere up by 13.3% to HUF 11.0 billionin 2021 due to a forward-looking impairment recognized in
the amount of HUF 3.2 billion reflecting a possible deterioration of the solvency of our customers driven by
unfavorable macroeconomic developments coupled with the termination of loan moratorium in Hungary expected
for mid-2022. This offset the positive impacts of factoring and favorable aging of mobile receivables at the
Hungarian operation.

= Telecom tax was lower by 2.9% at HUF 26.8 billionin 2021, reflecting the absence of a one-off non-recurring
adjustment booked in 2020.

= QOther directcostsincreased by 6.9% to HUF 186.8 billionin 2021, driven primarily by higher equipment costs
coupled withanincrease inroaming and Hungarian TV content outpayments.

12.3 Gross profit
Gross profitincreased to HUF 388.4 billionin 2021, from HUF 375.6 billionin 2020, reflecting the increase in revenues.
12.4 Employee-related expenses

Employee-related expensesimproved by 4.0% year-on-year to HUF 75.9 billionin 2021, reflecting the combined impact
of the reductionin overall Group headcount and lower severance expenses.

12.5 Other operatingexpenses
Other operating expenses declined moderately from HUF 76.6 billionin 2020to HUF 75.7 billion in 2021 thanks to broad

based cost saving measuresimplemented during the year that resulted in lower advisory and maintenance costs.
Hungarian utility tax was moderately up at HUF 7.3 billion.
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12.6 Otheroperatingincome

Other operating income decreased to HUF 4.0 billion in 2021 from HUF 5.8 billion 2020, reflecting primarily lower one -off
profits realized from the sale of real estate in Hungary.

12.7 EBITDA

EBITDA grew to HUF 240.8 billionin 2021 versus HUF 225.9 billion in 2020, thanks to higher gross profitin both countries
of operation coupled withindirect cost savingsin Hungary.

12.8 Depreciationandamortization

Depreciation and amortization (D&A) expenses rose to HUF 148.0 billionin 2021 from HUF 141.1 billionin 2020.1In
Hungary, higher D&A expenses were related to capitalization and shortened useful life of softwares, while in North
Macedonia the increase reflected shortened useful life and accelerated depreciationin relation to the RAN modernization.

12.9 Operating profit

Operating profit rose from HUF 84.8 billionin 2020 to HUF 92.8 billionin 2021 thanks to the improvementin EBITDA
partly offset by higher D&A expenses.

12.10 Net financial result

Net financial resultimproved considerably from HUF 23.8 billion lossin 2020 to HUF 13.7 billion loss in 2021. Although
interest expenses increased due to higher spectrum payment liabilities and absence of a one-off interest provision
reversal at the North Macedonian operation booked in 2020, more favorable results on the recognition of derivatives at
fair value reflecting shiftsin the relevantyield curves and the absence of significant negative impacts stemming from the
weakening of the forint against the euro during 2020 led to a significant annual improvement.

12.11 Income tax
Income tax expense rose from HUF 14.6 billionin 2020to HUF 16.3 billionin 2021 driven by the higher profit before tax.
12.12 Profit attributable to non-controllinginterests

Profit attributable to non-controlling interests declined moderately from HUF 4.0 billionin 2020 to HUF 3.9 billionin 2021,
as higher annual EBITDA was offset by the one-off items in D&A and interest expenses at the North Macedonian
subsidiary.
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12.13 Group Cash Flows

HUF millions 1-12 months 2020 1-12 months 2021 Change
Net cash generated from operating activities 185,955 194,770 8,815
Net cash used in investing activities (148,102) (101,402) 46,700
Less: (Payments for) / Proceeds from other financial assets 2,533 (9,228) (11,761)
Investing cash flow excluding Payments for / Proceeds

from other financial assets - net (245,569) (110,630) 34,939
Repayment of lease and other financial liabilities (25,114) (28,972) (3,858)
Total free cash flow 15,272 55,168 39,896
(Payments for) / Proceeds from other financial assets (2,533) 9,228 11,761
Proceeds from / Repayment of loans and other borrowings - net (53,589) (36,737) 16,852
Dividends paid to Owners of the parent and Non-controlling interests (24,516) (18,788) 5,728
Proceeds from corporate bonds 70,834 - (70,834)
Treasury share purchase (5,218) (10,215) (4,997)
Exchange differences on cash and cash equivalents 1,041 118 (923)
Change in cash and cash equivalents 1,291 (2,226) (2,517)

Free cash flow (FCF) improved to HUF 55.2 billionin 2021 (2020: HUF 15.3 billion), mainly due to the reasons described
below.

Operating cash flow

Net cash generated from operating activities amounted to a cash inflow of HUF 194.8 billion in 2021, compared to cash
inflow of HUF 186.0 billionin 2020, attributable to the reasons outlined below:

= HUF 14.9 billion positive impact due to higher EBITDAin 2021

= HUF 17.5 billion negative change in active working capital, mainlyas a result of:

- lower decrease in SI/IT receivables (negative impact: ca. HUF 8.2 billion) due to different project seasonality
including the effect of 2019 year-end peak in project settlement,

- unfavorable change in handset inventory balances (negative impact: ca. HUF 2.9 billion) mainly reflecting supply
insecurity due to shortage of raw materials (especially chip) caused by COVID-19,

- higherincrease in the balance of telecommunication customer related trade receivables (negative impact: ca. HUF
2.2 billion) mainly caused by higher sales,

- unfavorable change in advance payment balances in 2021 compared to 2020 (negative impact: ca. HUF 2.7 billion),

- moderate change in net portfolio of installment receivablesin 2021 vs. 2020 (negative impact: ca. HUF 0.9 billion)
asa result of higher sales volume and change in expected loss due to loan moratoriumrisk in 2021.

= HUF 2.0 billion positive change in provisions, mainly reflecting reductionin provision for litigation risks and penaltiesin
the base period against some increasesin 2021
= HUF 8.0 billion positive change in passive working capital, primarily driven by

- lower payment to handset suppliers (positive impact: ca. HUF 11.1 billion) driven by timing differences in payments
complemented with higher purchasing in 2021 in line with higher inventories,

- favorable change in contract liabilities (positive impact: ca. HUF 1.7 billion) mainly due to change of SI/IT related
advance payments received from customers,

- higherdeclinein the balances of invoiced and non-invoiced BAU trade creditors (negative impact: HUF 4.2 billion)
due to different seasonality.
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= HUF 1.8 billion negative change in income tax paid mainly driven by the one-off energy saving investment tax credit
disclosed in 2021 under cash flows from investing activities. Accordingly, the utilized tax credit reduced the amount of
actually paid tax by HUF 2.3 billion.

= HUF 3.1 billion positive change in other non-cash items, mainly due to the lower net results from real estate sales
recorded in 2021 compared to 2020 supplemented with the more significant foreign exchange rate movements leading
to FX losses during 2020

Investing cash flow excluding proceeds fromother financial assets — net

Net cash used in investing activities amounted to HUF 110.6 billionin 2021, compared to HUF 145.6 billion in 2020, with
the lower cash outflow driven mainly by the following:

= HUF 42.2 billion positive effect in payments for PPE and intangible assets mainly by the following:
- HUF 54.6 billion positive change due to the absence payment for spectrum license fees in Hungary,
- HUF 2.3 billion positive effect of the corporate income tax settlement of energy efficiency tax credit,
- HUF 8.4 billion negative change reflecting to higher payments to Capex creditors due to different seasonality,

- HUF 6.3 billion negative change due to higher investment in different areas (e.g. mobile network modernization in
Hungary: HUF 4.5 billion negative effect, network technology in North Macedonia: HUF 3.2 hillion negative effect,
network technology in Hungary: HUF 1.9 billion positive effect).

Repayment of lease and other financial liabilities

Repayment of lease and other financial liabilities increased to HUF 29.0 billion in 2021 from HUF 25.1 billion in 2020,
mainly due to higher network related lease payments and higher payment of different long-term supplier invoices.

In 2021 Cash and cash equivalents recorded a HUF 1.2 billion negative change compared to a HUF 1.3 billion positive
change in 2020. Besides the changes in FCF the deteriorationis attributed to the followings:

= Paymentsforotherfinancial assets - net improved by HUF 11.8 billion, primarily due to higher cash inflows from cross
currency interest rate (CCIR) swap transactions. The CCIR swap transactions are related to the repayment of two 1300
million EUR denominated DT loansin Q1 and Q3 2021. This change was supplemented by higher cash inflows from bank
deposits over 3 months in net term.

= Proceedsfrom loansand other borrowings decreased by HUF 29.4 billion due to the lower drawdown of DT Group loans
partially offset by the periodic increase of proceeds from inhouse DT Group funds. For further information see Note 2.1
Basis of preparation.

= Repayments of loans and other borrowings improved by HUF 46.3 billion due the lower repayment of DT Group loans

and the periodic decrease of repayments of inhouse DT Group funds. For further information see Note 2.1 Basis of
preparation.

= Dividends paid to Owners of the parent and Non-controllinginterests declined by HUF 5.7 billion mainly due to lower
dividend payment from Magyar Telekom as the dividend per share (DPS) was reduced from HUF 20 in 2020 to HUF 15 in
2021.

= Proceedsfrom bonds deteriorated by HUF 70.8 billion due to the bond issuance in 2020.

= Treasury share purchase increased by HUF 5.0 billion due to the higher repurchase in 2021.

= Exchange differences on cash and cash equivalents declined by HUF 0.9 billion due to the higher MKD/HUF foreign
exchange rate movement during 2020.

The financial and operating statistics are available on the following website:

http://www.telekom.hu/about_us/investor_relations/financial
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12.14 Statements of Financial Position

The most significant changes in the balances of the Consolidated Statements of Financial Position from December 31, 2020
to December 31,2021 can be observed in the following lines:

= QOther financial assets (current and non-current combined)

= QOther intangible assets

=  Financial liabilities to related parties (current and non-current combined)
= Qther financial liabilities (current and non-current combined)

=  Treasury stock

Other financial assets (current and non-current combined) decreased by HUF 23.5 billion from December 31, 2020 to
December 31, 2021 mainly as a result of a HUF 19.8 billion decrease in cash pool receivables as well as HUF 4.0 billion
decrease of derivative financial instruments contracted with related parties.

Other intangible assets increased by HUF 60.5 billion from December 31, 2020 to December 31, 2021 mainly reflecting
the acquisition of spectrum licenses. The present value of the future annual band fees to be paid by Magyar Telekom until
2042 and the one-time spectrum fee to be paid until Q1 2022 were capitalized in March 2021 in the amount of HUF 83.1
billion.

Financial liabilities to related parties (current and non-current combined) decreased by HUF 59.3 billion from December
31, 2020 to December 31, 2021 due to the combined result of repayments and drawdowns of short- and long-term DT
Group loans which were partly offset by the increase in cash pool liabilities.

Other financial liabilities (current and non-current combined) increased by HUF 78.3 billion from December 31, 2020 to
December 31,2021, mainly due to the recognition of present value of the future annual band fees and one-time spectrum
fee for spectrum licenses.

Treasury stock increased by HUF 10.2 billion from December 31, 2020to December 31, 2021 as a result of a repurchase of
treasury shares.

There have not been any other material changes in the items of the Consolidated Statement of Financial Position in the
period from December 31, 2020 to December 31, 2021. The less significant changes in balances of the Consolidated
Statements of Financial Position are largely explained by the items of the Consolidated Statement of Cash Flows for 2021
and the related explanations provided above in section 12.13 Group Cash Flows.

13 EVENTS AFTER THE REPORTING PERIOD

13.1.Sale of Pan-Inform

T-Systems Magyarorszag Zrt. signed a sales purchase agreement on the sale of its subsidiary Pan-Inform Kft., the scope of
the agreement covers the support and development operations provided for central healthcare servicesin Hungary and
the related hospital information system. The closing of the transaction and the settlement of the HUF 5.5 billion purchase
price took place at the end of January 2022.

Budapest, February 23,2022

—
— =
~\ —
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Tibor Rékasi \_ Daria Aleksandrovna Dodonova
Chief Executive Officer, Board member Chief Financial Officer, Board member
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Declaration

We the undersigned declare that

EGYUTT. VELED

= the attached annual financial statements which have been prepared inaccordance with the applicable set of
accounting standards and to the best of our knowledge, gives a true and fair view of the assets, liabilities, financial
position and profit or loss of Magyar Telekom Plc. and the undertakingsincluded in the consolidation as a whole, and

= the businessreport gives afair view of the position, development and performance of Magyar Telekom Plc. and the
undertakingsincluded in the consolidation as a whole, together with a description of the principal risks and

uncertainties of its business.

Budapest, March 8,2022

\

Tibor Rékasi

Chief Executive Officer,

Member of the Board
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STATEMENT OF FINANCIAL POSITION - ASSETS

.~ _AtDecember3l, _AtDecember3l,

ASSETS
Cashandcash equivalents .......cccoeceeeceenieenns 4.2.1 738 945
Trade receivables....ooeecceeeecieeee e e s 4.2.2 118,967 121,846
Other assets .iviiriiereeiree e s sreeeesreeeeeanes 12.1 2,626 4,305
Other current financial assets.....covveeeeeeecnnnens 4.2.3.1 41,720 8,254
CoNtract @SSEtS wuvvvrvrerrrireerrireererreeeesrneeeeenes 18.4 12,006 13,158
Currentincome taxreceivable.......cccceeeunennns 6 7 -
INVENTOIES e eeeee e e e e e 7 12,643 13,214

188,707 161,722
Assets held for sale....ccuvverieieereciiee e 8 489 115
Total current assets 189,196 161,837
Property, plantand equipment..........ccceeenee. 9 350,141 355,973
Right-of-use assets ....ceveevcerreercenscee e, 9.2 117,945 119,986
GOOAWILL cuvieeeeeeeeeeeee e 1.2,10.4 173,572 173,572
Otherintangible assets....cccviverrrvieeerssieeeninnne 1.2,10 255,416 317,825
INVESTMENTS c.eeeeer e e e 11 131,610 131,610
Trade receivables over one year......ccccceeeuen. 4.2.3.3 16,159 16,664
Other non-current financialassets.......coceeeues 4.2.3.2 16,382 23,252
CoNtract @SSEtS wuvvrrvrerrrrreerrireeserreeeeessreesenns 18.4 3,411 3,620
Othernon-current assetS...uuuineeeeereereevereeenanns 12.2 5,012 6,126
Total non-current assets 1,069,648 1,148,628
Total assets 1,258,844 1,310,465

Budapest, February 23,2022

\

!
Tibor Rékasi Daria Aleksandrovna Dodonéva
Chief Executive Officer, Board member  Chief Financial Officer, Board member

The accompanying Notes form anintegral part of these Separate Financial Statements.
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STATEMENT OF FINANCIAL POSITION — LIABILITIES AND EQUITY

LIABILITIES
Financial liabilities to related parties .............. 44.1 109,508 46,466
Lease liabilities 4.5.1.2,17.2.2 20,224 21,332
Trade payables 4.4.4 113,992 119,407
Other financial liabilities ....eeeeveerecceerecceieneans 4.4.3 8,471 51,984
Currentincome tax payable ......ccceceevrveeriennnns 6 338 1,458
ProviSioNS..ciccceeee e 13 3,006 2,173
Contract liabilitieS ..coueeeeeveereireeeeieeeeecrree s 18.4 7,660 8,090
Other current liabilitieS....ceeeeeerreerreeereeeeeeene 14 17,066 13,993
Total current liabilities 280,265 264,903
Financial liabilities to related parties .............. 44.1 89,457 90,405
Lease liabilities ....coeeeeeeceeeeeeeeeeecee e 4.51.2,17.2.2 112,785 113,756
Corporate bonds......cceeeeceeeeccceeeeeceees e 4.4.2 67,904 68,214
Other financial liabilities ...ueveeveeeeeeveeeresceeeeenanns 4.4.3 71,443 106,467
Deferred tax liabilities ....ceeevveeerecceeeirieeeeeenen, 6.3.2 17,695 16,318
ProviSions ..ccceeceerceeeee e 13 9,604 12,126
Other non-current liabilities.....ccceeeveeeeceveeennns 15 2,907 2,474
Total non-current liabilities 371,795 409,760
Total liabilities 652,060 674,663
EQUITY
COomMMON StOCK..uuiiieirrereerreeeerreeeenreeeeenreeeeanes 16 104,274 104,274
Capital reSErVES i cieeeecceee e eeee e 16 27,379 27,379
Treasury StOCK.....uvverrerrerreeiereeeeeeseeseeseenseeas 16 (9,351) (19,566)
Retained earnings ....cccceeeeceeeeeeeceeecceeecivenenee 16 484,482 523,715
Total equity 606,784 635,802
Total liabilities and equity ......cceeceeeeeerceesacens 1,258,844 1,310,465
Budapest, February 23,2022

o — =

J L ’ — —
Tibor Rékasi Daria Aleksandrovna Dodongva

Chief Executive Officer, Board member  Chief Financial Officer, Board member

The accompanying Notes form anintegral part of these Separate Financial Statements.
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended December 31,

(in HUF millions, except per share amounts) Note 2020 2021
MODILE FEVENUE ..ttt 1.2,18 328,307 350,003
FiXed liN rEVENUE...ii ittt e e e 1.2,18 184,962 187,877
SH/IT FEVENUE ettt ee et et e e e e e e teeeneeseeeseeneeanan 1.2,18 10,862 10,412
Revenue 524,131 548,292
INtErCONNECT COSES cuuriuieieeieeiete ettt r e e aeeneeas 1.2 (16,826) (19,237)
SI/IT service related COSES .uumimmmmmmnrnererie e s eneas 1.2 (9,305) (8,575)
Bad debt EXPENSE w.cvererereteretecee ettt 1.2,4.2.2.2 (8,609) (9,837)
L] C=ToTo o 0 7 D 1.2,19.1 (27,572) (26,785)
(0] 4 g 1=y e =Y oy oo 1oy £ 1.2,19.2 (158,652) (168,899)
DIrECT COSES cruurrrmrrerrnnrrmrrersnsssmsssnssssesssssnssssssnsesnssssesasssnsssnssssssasssnnen (220,964) (233,333)
Employee-related EXPENSES ..umurereeereeeeeerereesee e ete e eseereereese s 20 (58,019) (56,100)
Depreciation and amortization .......cecceeeerereeereesnsseseeesieeseeseeseeens 9,10 (116,872) (122,729)
Other 0pPerating EXPENSES ...uivecrerrerrerrerrerreneeseesresreereeresressessessessessens 21 (64,895) (63,725)
Operating expenses (460,750) (475,887)
Other operatinginComMEe ....ccciicceeecieeree e 22 5,040 3,261
Operating profit 68,421 75,666
INTErEStINCOME eueieeeceiee et e et e et e e e e ere e s enre e e s esneeeenes 23 1,102 615
INTErEST EXPENSE ceveretereteereereereeteeteereereeteereebeereebeebesbeebesbeeaeeneenas 24 (12,190) (13,710)
Other finance eXPenSse - NEt. .. iiceerereere e 25 (12,478) 113
Net fiNANCIal rESULL...erereereersmrsmrsmrsmrsmrsmsesessessssssssessssssssssssssnssnesnsss (23,566) (12,982)
Results from inVeStMENTS ...ueiecciee e e 26 8,924 5,728
Profit before income tax. 53,779 68,412
T ToTe] g - B SR 6.2 (12,227) (13,868)
Profit for the Period.......ccceeeceressserrsssnnresssnnsesssnnsssssnnsesssnnssssssnnnes 41,552 54,544
Total comprehensive income for the period 41,552 54,544
Earnings per share (EPS) information:
Profit attributable to the owners of the Company....c.cccccevvevueennnnee 27 42,364 58,997
Weighted average number of common stock outstanding

usedforbasic/diluted EPS.....ccuoceeveeeceeeeeee e 1,027,117,481 1,007,460,789
Basic / diluted earnings per share (HUF) .couceeessessssessssnssssassnsseas 27 41.25 58.56

Budapest, February 23,2022

\ : -
| '-_|
Tibor Rékasi

Chief Executive Officer, Board member

-
o

S

Daria Aleksandrovna Dc)dclr\ié:a

Chief Financial Officer, Board member

The accompanying Notes form anintegral part of these Separate Financial Statements.
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STATEMENT OF CASH FLOWS
For the year ended December 31.

(in HUF millions) Note 2020 2021
Cash flows from operating activities
Profit for the PEriod ... e e 41,552 54,544
Depreciation and amortization .......ccccccceeericeeeinisiee e eseee s 9,10 116,872 122,729
Income tax expense 6.2 12,227 13,868
Net finanCialreSULt .o e 14,642 7,254
Change in assets carried as working capital.......c.cceeevveveresesesreeeenens 6,437 (7,929)
Change iN PrOVISIONS...ciceeeeeeeeeeereereereeeeeseeseesseeseesseesaeesseseeseesneenns (832) 823
Change in liabilities carried as working capital ....c.cceeeereeererseerieenennns (8,984) 6,002
INCOME TAX PAI cververreererreereeresteeresreseeeseeseeresreeressesreeresresresseeseeaeeseeseenes 6.4 (9,311) (11,724)
BV T [T T W Yo T Y=Y o N 26 8,471 5,679
Interest and other financial charges paid.......ccceeevreerercenseeseeseeren. (19,602) (19,731)
INtEreSt rECEIVEA .eieeieeeeeeee ettt 820 669
Other NoN-Cash itEMS ..uueireeeeeee e (3,617) (299)
Net cash generated from operating activities 158,675 171,885
Cash flows frominvesting activities
Payments for property plant and equipment (PPE) and intangible
oY1= o 28 (138,523) (92,343)
Proceeds from disposal of PPE and intangible assets.....ccevvreeerceenns 6,749 1,360
Proceeds from disposal of subsidiaries and business units ................. 290 -
Payments for other financialassets.....couverrerreniernienrescee e (3,201) (96)
Proceeds fromother financial aSSetS.....cverrrrrerrrvreerrineeeerneeseeneeeenns 1,241 12,443
Net cash usedininvesting activities (133,444) (78,636)
Cash flows from financing activities
Dividends paid to Owners of the parent.......ccoeeeeeeeeeeeeseceeceereeeenes 4.4.3.3 (20,853) (15,312)
Proceeds fromloans and other borrowings ......c.cccceeeeeiieennieeeceeeeeenns 4.43.3 239,009 219,915
Repayment of loans and other borrowings ......ceeeeveeesercerseeseeseeennn. 4.4.3.3 (280,950) (260,257)
Proceeds from corporate bonds .......cceeeeeecerrcernieeeneeesee e 4.4.3.3 70,834 -
Repayment of lease and otherfinancial liabilities ......ccoeevrrieeriiiieeninns 4.4.3.3 (28,240) (27,173)
Treasury Share PUrChaSse ..uceeceecererrereeseesee et 4.4.3.3 (5,218) (10,215)
Net cash used in financing activities (25,418) (93,042)
Change in cash and cash equivalents (187) 207
Cash and cash equivalents, beginning of period .......cccceveveeerivieeeniines 4.2.1 925 738
Cash and cash equivalents, end of period 4.2.1 738 945

The accompanying Notes form anintegral part of these Separate Financial Statements.
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STATEMENT OF CHANGES IN EQUITY

DIVIAENT (£) werrreeeeeeeeeeeeeeesseeeeeeeseeeseeesseeessesseeesesessesseesesseesseeeseeees - - - - (20,855) (20,855)
Treasury share purchase (f) .occceeeeeeererceeiercerereesee e - - - (5,218) - (5,218)
Transactions with owners in their capacity as oOWners .......ccuoueeee - - - (5,218) (20,855) (26,073)
Profit OF lOSS wiviueeieeeice e sttt ene - 41,552 41,552
DIVIAENG (£) ererereeesreeeeesesseessseeseeseseessssesessessesssseesesssssesesseessssseens - - - - (15,311) (15,311)
Treasury share purchase (f) ..oooceeeeeeeeceeerereeeeee e eeenas - - - (10,215) - (10,215)
Transactions with owners in their capacity as owners ........c.oceeuee - - - (10,215) (15,311) (25,526)
Profit OF LOSS uueieiiceiee et e e e e e e e e e s e e e e s ne e e e nnes - - - 54,544 54,544
Of WhiCh treasury STOCK ....cceveeeeeverrerereeereeeeseeseessessesaeseeseessesseneens (45,777,539)

The accompanying Notes form anintegral part of these Separate Financial Statements.
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NOTES TO THE SEPARATE STATEMENT OF CHANGES IN EQUITY

(a)

The total amount of issued shares of common stock of 1,042,742,543 (each with a nominal value of HUF 100) is fully
paid as at December 31, 2021. The number of authorized ordinary shares on December 31,2021 is 1,042,742,543.

Voting Rights and Voting

The holder of each Series “A” ordinary share shall be entitled to one vote at the General Meeting of Magyar Telekom
Telecommunications Public Limited Company (the Company or Magyar Telekom). The names of shareholders and
nominees who intend to participate at the General Meeting shall be registered in the Share Register on the second
working day prior to the starting date of the General Meeting. The General Meeting shall adopt its resolutions by a
simple majority vote except for resolutions on issues listed in the Articles of Association, which shall require at leasta
three-quarters majority of the votes cast. There is no limitation on the rights of non-resident or foreign shareholders
to hold or exercise voting rights onthe ordinary shares. There is no limitation of voting rights for ordinary sharesin the
Articles of Association. The Company has no shares assigned with special management rights.

Transfer of Shares

In order to transfer dematerialized shares, there must be a contract for transfer or other legal title isrequired and, in
that context, the transferor’s securities account must be debited and the new holder’s securities account must be
credited with the transferred dematerialized shares. The holder of dematerialized share shall be considered the holder
of the securities account on which the dematerialized shares are recorded.

The transfer of any Series “A” ordinary shares is not bound to any restriction or attainment of agreement.

Additional paid-in capital represents the amount exceeding the nominal value of the shares that was received by the
Company during capital increases.

Treasury stock represents the cost of the Company’s own shares repurchased. When the Company purchases its
equity shares, the consideration transferred, including any attributable incremental external costs, are deducted from
the Equity of the owners of the parent as Treasury stock until they are re-sold or canceled. When such shares are
subsequently sold, the treasury share balance decreases by the original cost of the shares, thereby increasing equity,
while any gains or losses are also recognized in equity (Retained earnings). Treasury stock transactions are recorded
on the transaction date. The number of treasury stock on December 31, 2021is 45,777,539 (on December 31, 2020
i$21,982,747).

Retained earnings include the accumulated and undistributed profit of the Company. The distributable reserves of
the Company at December 31, 2021 amounted to approximately HUF 524 billion (HUF 484 billion at December 31,
2020). Untied retained earnings is available for the payment of dividends which contains retained earnings from the
last financial year (Note 16).

Dividends payable to the Company’s shareholders are recognized as a liability and debited against Retained earnings
inthe period inwhich the dividends are approved by the shareholders.

The Company repurchased own shares for HUF 10.2 billion through a share buyback auction on June 10, 2021 for the
purpose of shareholders’ remuneration as approved by the Company’s Board of Directors on May 10, 2021 (in 2020
HUF 5.2 billion own shares were repurchased). The Company concluded repurchase transactions for 23,794,792
Magyar Telekom ordinary shares at an average price of HUF 429 per share. Following the execution of the
transactions, Magyar Telekom holds 45,777,539 treasury shares.

Together with the approval of these financial statements for issue, the Board of Directors of the Company proposes a
dividend distributionin total HUF 15,000 million to be approved by the Annual General Meeting of the Company in April
2022.1n2021 due to the situation caused by the coronavirus pandemic (COVID-19) the Board of Directors of Magyar
Telekom approved HUF 15,311 million dividend based on the authorization set out in Section 9.8 (2) of Government
Decree no. 502/2020.(XI1.16.).

The accompanying Notes form anintegral part of these financial statements.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1 GENERAL INFORMATION
1.1 Aboutthe Company

Magyar Telekomis the principal provider of telecommunications services in Hungary. These services are subject to various
telecommunications regulations.

The Company was incorporated in Hungary on December 31, 1991 and commenced business on January 1, 1992. The
Company’s registered office is Konyves Kalman korut 36., 1097 Budapest, Hungary. Name of the Court of Registration and
the registration number of the Company: Registry Court of the Budapest-Capital Regional Court, Cg.01-10-041928.

Magyar Telekomis listed on the Budapest Stock Exchange and its shares are traded on the Budapest Stock Exchange.
Magyar Telekom’s American Depository Shares (ADSs) each representing five ordinary shares were also traded on the
New York Stock Exchange until November 12, 2010, when the ADSs were delisted. Magyar Telekom terminated the
registration of its ADSsinthe US in February 2012. The Company maintains its American Depositary Receipt program ona
Levell basis.

The ultimate controlling parent of the Company is Deutsche Telekom AG (DT or DT AG) who fully consolidates Magyar
Telekom Group. Deutsche Telekom Europe B.V. (Stationsplein 8, 6221 BT Maastricht, the Netherlands), a member of the
Deutsche Telekom Group, is the direct owner of 59.21% of the Company’s issued shares.

The Consolidated Financial Statements of DT AG are available at DT AG’s website (www.telekom.com/en).

The Separate Financial Statements are prepared and presented in millions of HUF, unless stated otherwise, as the
Company’s presentation currency is the Hungarian Forint.

The Company’s Board of Directors (the Board) accepted the submission of these Separate Financial Statements of the
Company on February 23, 2022 to the Annual General Meeting (AGM) of the owners, which is authorized to approve these
financial statements, but also has the right to require amendments before approval. As the controlling shareholders are
represented in the Board of the Company that accepted the submission of these financial statements, the probability of
any potential change required by the AGM is remote and has never happened inthe past.

Persons authorized to sign the annual report:
Tibor Rékasi - Chief Executive Officer, member of the Board (residence: Szentendre)
Daria Aleksandrovna Dodonova - Chief Financial Officer, member of the Board (residence: Budapest)

In Magyar Telekom, the accounting services are coordinated by MelindaModok (certificate number: 18128. Area of
speciality: IFRS entrepreneurial activity. Status: registered. Registration number: MK 199521. Residence: Budapest).

The Company is subject to compulsory audit. The Company’s auditor is PricewaterhouseCoopers Konyvvizsgald Kft. (its
register numberis 01-09-063022, its taxation number is 10256161-2-44), the responsible person for carrying out the
auditis Zoltan Bardy (membership number at Chamber of Hungarian Auditors: 007346).

The Separate Financial Statements of Magyar Telekom and the Consolidated Financial Statements of Magyar Telekom
Group are available at the Company’s registered office and onits corporate website.

Magyar Telekom’s corporate website is: www telekom.hu
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1.2 Revised presentation of financial report’s hierarchy

In 2021 in order to follow the general industry practice the management has conducted the revision of the presentation
hierarchy of the annual financial report to give the investors more transparent information about economic resources of
the Company, claims against the Company, and their changes. As a result of the harmonization, the amount of goodwill is
separated from other intangible assets in the Statements of Financial Position, revenue is disaggregated to mobile, fixed
line and SI/IT (System integration and Information technology) business lines revenue data, direct costs are
disaggregated tointerconnect costs, SI/IT service related costs, bad debt expense, telecom tax and other direct costsin
the Statements of Profitor Loss Statement. Inthe Statement of Cash Flow some minor adjustmentsin the order and
wording were made.

With the changes described above, the information provided by the financial report is remained the same, all comparative
informationinthis report was presented in the preceding years accordingly. Management believes these changes ensure
more transparent and consistent financial information to the investors.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

The Separate Financial Statements of Magyar Telekom have been prepared inaccordance with International Financial
Reporting Standards (IFRS) as endorsed by the European Union (EU). All standards and interpretations endorsed by the EU
are effective asat December 31, 2021 and applicable to Magyar Telekom had been adopted. These Separate Financial
Statements also comply with the Hungarian Accounting Act on Separate Financial Statements, which refers to the IFRS as
endorsed by the EU.

The Company as parent company also prepared consolidated financial statementsinaccordance with IFRS as endorsed
by the EU which were approved by the Company’s Board of Directors on February 23, 2022.

The preparation of financial statements according to IFRS requires the use of certain critical accounting estimates. It also
requires management judgementto apply the Company’s accounting policies. The areas involving a higher degree of
judgement or complexity, or areasin which assumptions and estimates are significant to the Separate Financial
Statements, are disclosed in Note 3.

Financial statements are prepared under going concern assumptions, which meansitis assumed the Company will
continue to operate in the foreseeable future without the need orintention on the part of management to liquidate the
entity or to significantly curtail its operational activities.
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2.1.1 Initial application of standards, interpretations and amendmentsinthe financial year

EGYUTT. VELED

The table below summarizes the Standards amended and the subject of the amendments effective on or after January 1,
2021 that could have animpact on Magyar Telekom’s accounting policies.

AmendmentstolFRS4 | Insurance Jan1,2021 | Deferral of first-time application of Not applicable.
Contracts - IFRS 9 forinsurance companies.
Deferral of
IFRS 9
AmendmentstoIFRS 9, | Interest Rate Jan1,2021 | Theamendmentsaddressthe No impact based on
IAS 39,IFRS 7,IFRS 4 Benchmark impact of modifications of financial | internal assessment.
and IFRS 16 Reform — instruments required asa direct
Phase 2 consequence of the IBOR reform,
hedge accounting requirements,
and the accompanying disclosures.
Amendments to IFRS COVID-19- Aprill, Extension of practical expedient Not applied.
16 Related Rent 2021* until June 30,2022 for lessee
Concessions accounting of rent concessions
beyond June granted due to the COVID-19
30,2021 pandemic.

* Earlier applicationis permissible. Magyar Telekom already decided in the 2020 financial year not to apply the practical expedient.

150




EGYUTT. VELED

2.1.2 Standards, amendments and interpretations that are notyet effective as at December 31,2021 and have not been
adopted early by the Company and other expected changes for 2022 and 2023.

Expected impacton

To be the presentation of
applied by Magyar Telekom's
Magyar results of
Telekom operationsand
Pronouncement Title from Changes financial position
Standards endorsed by the EU
Amendments to Business Jan1,2022 Package of narrow-scope amendments | No materialimpact
IFRS 3;1AS 16;1AS37 | Combinations; to three Standards as well as the is expected.
and Annual Property, Plant Board’s Annual Improvements, which
Improvements 2018- | and Equipment; are changes that clarify the wording or
2020 Provisions; correct minor consequences, oversights
Contingent or conflicts between requirementsin
Liabilitiesand the Standards.
Contingent
Assets
IFRS17 and Insurance Jan1,2023 | IFRS 17 governsthe accounting for No materialimpact
AmendmentstolFRS | Contracts insurance contracts and replaces isexpected.
17 IFRS 4. Deferral of first-time application
of IFRS 17 toJanuary 1,2023. The
amendments refer to specific topics
helping entities to implement the
standard and avoiding a significant loss
of usefulinformation.
Standardsnotyet endorsed by the EU*
AmendmentstolAS 1 | Presentation of | Jan1,2023 | Classification of Liabilities as Currentor | No materialimpact
Financial Non-current and Deferral of Effective isexpected.
Statements Date.
AmendmentstolAS 1 | Presentation of | Jan1,2023 | Disclosure of material accounting policy | No material impact
Financial informationinstead of significant isexpected.
Statements accounting policies. Inaddition, IFRS
Practice Statement 2 has been
amended.
AmendmentstolAS 8 | Accounting Jan1,2023 | Introduced adefinition of ‘accounting No material impact
policies, estimates’ and included other is expected.
Changesin amendments to help entities distinguish
Accounting changesinaccounting policies from
Estimatesand changesinaccounting estimates.
Errors
Amendmentsto|AS Income Taxes Jan1,2023 | Deferred Tax related to Assets and No material impact
12 Liabilities arising from a Single isexpected.
Transaction
AmendmentstoIFRS | Initial Jan1,2023 | Transitionoptionrelating to Not applicable.

17 Insurance
contracts

Application of
IFRS 17 and IFRS
9 — Comparative
Information

comparative information about financial
assets presented oninitial application of
IFRS 17, helping entities to avoid
temporary accounting mismatches
between financial assets and insurance
contract liabilities, and therefore
improve the usefulness of comparative
information for users of financial
statements.

* For standards not yet endorsed by the EU, the date of first-time adoption scheduled by the IASB is assumed for the time

being as the likely date of first-time adoption.
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2.1.3COVID-19 impact onthe business and on the financial statements

After 2020, which was drastically impacted globally by the outbreak of the COVID-19 pandemic, 2021 was featured by a
general recovery worldwide as the targeted government measures along with the more efficient management of the
pandemic led toimproved production as well as higher consumption levels.

However, the still prevailing pandemic has been reshaping the environment whereas some new economic difficulties has
also emerged with global supply chain disturbances and the sharp increase in energy prices witnessed in the second half
of 2021.

The telecommunication industry has continued to play a critical role in keeping families connected and businesses and the
economy progressing in this changing environment.

The Company could also leverage from these developments with both revenues and profitability improving in 2021.
Although we continued to face lower SI/IT project demand and decided to recognize forward-looking impairment in bad
debtexpense for possible deterioration of our customer base’s solvency positioninrelation to the termination of the loan
moratorium and upcoming economic difficulties, thanks to the continued improvement in telecommunication service
performance reflecting continued upward trend in customer demand, both annual gross profit, EBITDA and netincome
exceeded previous year’s levels.

The need for digitalization, demand for data and the use of online, virtual channels have reached unseen levels,
highlighting the integral role of the telecommunicationindustry.

Toreflect to these changes and to ensure the reliability and security of our networks, we continued to investin our
infrastructure. The rollout of our fiber network remained a key priority and we dedicated significant amount of capital
expenditures to the expansion of our network during 2021. Furthermore, we continued with the radio access network
modernization commenced in 2020 to be able to meet the sharply rising mobile data capacity demand.

Beyond the changes on the market we closely monitor the recoverability of our assets, therefore the Company has
conducted the goodwill impairment test more frequently during the year and paid more attention to monitor the solvency
of customers, taking into account the potential negative impacts of COVID-19. See detailsin Notes 3.2 and 3.3.

2.2.Functional and presentation currency

Itemsincluded in the financial statements of the Company are measured using the currency of the primary economic
environmentin which the entity operates, thatis the Hungarian forint (HUF), whichis the functional currency of the
Company.

Foreign currency transactions are translated into HUF using the exchange rates prevailing on the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of suchtransactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized
inthe Profit for the year (Other finance expense — net).

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements 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 prevailing circumstances. The Company makes
estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, rarely equal the
related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities are outlined below.

3.1 Usefullives of assets

The determination of the useful lives of assets is based on historical experience with similar assets as well as any
anticipated technological developmentand changes in broad economic or industry factors. The appropriateness of the
estimated useful livesis reviewed annually, or whenever there is an indication of significant changes in the underlying
assumptions. Management believes that thisis a critical accounting estimate since itinvolves assumptions about
technological developmentinaninnovative industry and heavily dependent on the investment plans of the Company.
Further, due to the significant weight of depreciable assets in our total assets, the impact of any changes in these
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assumptions can be material to the financial position of the Company, and results of operations. See Notes 9 and 10 for
the changes made to useful livesin 2021.

The Company is constantly introducing a number of new services or platforms. In the frame of that, Magyar Telekom
focuses on the development of 4G and SG platforms while does not make any further developmentsin 3G network.
Servicesinthat platform will be ceased from second half of 2022, useful life of assets related to this technology had been
revised and shortened in prior years, accordingly. Furthermore, Magyar Telekom continues the acceleration of its fiber
rollout, the modernization of its ED3 network, a migration to Gigabit capable networks and the retirement of its copper
networks. Inthe case of that, the Company conducts a revision of useful lives of the already existing platforms, butin the
vast majority of the cases these new services or assets are designed to co-exist with the existing platforms, not
necessarily resulting in no change-over to the new technology. Consequently, the useful lives of the existing platforms
usually do not require shortening.

3.2 Estimated impairment of goodwill and investments

3.2.1 Goodwill

Goodwillis not amortized but tested for impairment annually in the last quarter of the year and in the other quarters
quicktests are executed. Due to COVID-19, during the preparation of interim financial reports of 2021 the management
updated its goodwill impairment testin every quarter by considering updated information on inputs like book values,
foreign exchange rates and weighted average cost of capital. Noimpairment needed to be recognized in 2021.

On Magyar Telekom Group (“Group”) level, the Company has a considerable portion of assets and liabilities presented in
the MT-Hungary segment as well as contributing a significant proportion to the result of the MT-Hungary segment. The
Group’s segments are reported in a manner consistent with the internal reporting provided to the chief operating decision
makers, the Chief Executive Officer (CEQ) and the other Chief Officers (Chief Officers). They together fulfill the Chief
Operating Decision Maker (CODM) function in the Group. The goodwill presented in the Company was tested as the
considerable part of this segment when MT-Hungary segment was examined.

Since the Company as a whole is a non-separable part of the MT-Hungary segment, therefore the impairment test
presented below isin reference to the MT-Hungary segment of the Magyar Telekom Group. The recoverable amounts of
the operating segments are calculated based on fair value less cost of disposal (FVLCD) determined by the discounted
projected cash flows of the operating segments over the nextten years with a terminal value. Thisis highly judgmental,
which carries the inherent risk of arriving at materially different recoverable amounts if estimates used in the calculations
proved to be inappropriate. The Company has animplemented policyto make the impairment test based ona 10-year
cash flow projection on reasonable and supportable assumptions that present the management’s best estimate on market
participants’ assumptions and expectations. The MT-Hungary segment uses 10-year cash flow projections as the payback
period of our investments in the telecommunications operations often exceeds five years.

The recoverable amounts of the operating segments are determined by the operating segments’ fair values less cost of
disposal. In the calculations, Magyar Telekom uses weighted average cost of capital (WA CC) and estimated perpetual
growth rate (PGR). The WACCs are determined based on the capital asset pricing model (CAPM) using the average betas
of the peer group, 10-year zero-coupon yields and a debt ratioin line with the usual indebtedness of listed peer
telecommunications companies, while the PGRs used are in line with the long-term average growth rate for the particular
segment.

Costs of certain central functions that are not cross charged are also considered in the fair value calculations when
conducting the goodwill impairment tests. The costs of these central functions are allocated to the operating segments
based on the segments’ revenue share of the Group’s total revenue.

The fair value less cost of disposal of the MT-Hungary segment far exceeds its carrying amount and Magyar Telekom
represents a non-separable but significant part of the MT-Hungary segment therefore impairment of goodwill did not
need to be recognized eitherin 2021 orin 2020. See Note 10.4 for details of carrying amount of goodwill allocated to
segments.

The following tables show the WACCs and PGRs used in the fair value calculations of the Group’s operating segments for
the goodwill impairment test conducted in 2020and 2021. The tables belowalso include sensitivity analyses that show
how much impairment would have been recognized as at December 31,2020 or 2021 for the goodwill allocated to the
operating segments if we changed the sensitive parametersin the calculations.
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In 2021 we disclose what impacta 4 (2020: 4) percentage point increase of the WACC would have on the goodwill.
Regarding the PGRs, we disclose whatimpacta 9 (2020: 10) percentage point decrease of the PGR would have on the
goodwill. Regarding the cash flow projections, we disclose whatimpacta 20% or a 32% (2020:20% or 44%) lower than
projected cash flow stream would have on the goodwill.

2020 2021
MT-Hungary

WACC
Used inthe calculation.........oreerereeeseee e 5.68% 7.95%
o g TaTo =T I o T 9.68% 11.95%
Potential impairment (HUF mMillion) ........cccoevevevererererereresieeeeeeeeeeeene 41,909 49,140
PGR
Used inthe calculation........ccceceececeriecceesee e 1.0% 1.0%
1ot o aTo =T I (o T (9.0%) (8.0%)
Potential impairment (HUF million) ........cccceveeeeeerereeceeeeeeeeevenees 23,476 7,746
Cash flow
1ol Fo g o =T I o2 (20%) (20%)
Potential impairment (HUF Million) ......ccoeeeeeeeeereveeeeeseereeeeeeeeeeeees - -
1ol g o =T I oY 2SO (44%) (32%)
Potential impairment (HUF million) ...........c.coeveveevereeeveccrereeeeneeee 12,754 10,828

The table below shows what changes can be observed in the 10-year plans preparedin 2020 following to those prepared in
2021.

MT-Hungary
Cumulative average annual change rate of revenue during the 10
years compared t0 2021 ....oouvoeeereeereeeecree e 0.3%
Cumulative average annual change rate of revenue during the 10
years compared 10 2020 .....occoirereierecee s 0.5%
Cumulative average annual change rate of EBITDA during the 10
years compared t0 2021 .....oevececeeeeeere e 0.7%
Cumulative average annual change rate of EBITDA during the 10
years compared t0 2020 .....coorererrireercreeee s 0.6%
Cumulative average annual change rate of Capex during the 10
years compared t0 20271 ..o (a) (4.2%)
Cumulative average annual change rate of Capex during the 10
years compared 102020 .........ccoceveeeeerreeeeeeeeeeeieeeee e (a) (5.0%)

(a) In2020and 2021, the Company acquired frequency usage rights represented significant amount and, as a result,
the average Capex for the next 10 years shows declining tendency.

Magyar Telekom’s management believes that preparing the value in use (VIU) calculation was unnecessary, since it would
have resulted in a lower value than the FVLCD. The VIU method assumes a model without future investments, meaning
that additional capex and related revenue and gains to be recognized in the future cannot be considered inthe
calculations. Assuring the revenue for the long termin a telecom business very much depends on future investments. Due
to technological changesitis obvious that these capital expenditures are essentials for long term revenue generationand
anecessity for the growth of business.
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3.2.2 Investments

Investments in subsidiaries, associates and joint ventures are measured at cost less any accumulated impairment losses.
Cost of aninvestment is the fair value of consideration given, including contingent considerations and transaction costs
incurred during the acquisition process.

The Company examines whether aninvestment may or may not be impaired by using internal and external information.
Magyar Telekom implemented the requirements of the IAS 36 standard as follows:

If the carrying amount of investment exceeds HUF 20 billion then its recoverable amount is always analyzed using a DCF
model (irrespective of whether there is any indication of impairment or not).

In 2021, the Company investigated the recoverable amount in the case of T-Systems Magyarorszég Zrt. and Stonebridge
A.D.

Magyar Telekom has a 100% share in Stonebridge A.D and in T-Systems Magyarorszag Zrt. The Stonebridge A.D. is the
owner of the 51 percent of the Makedonski Telekom A.D.’s equity, and its main activity is managing this capital.
Accordingly, the Magyar Telekom uses the DCF model of Makedonski Telekom A.D for the estimation of recoverable
amount of Stonebridge A.D.

The table below shows the netincome and equity of the subsidiaries investigated. The figures on T-Systems
Magyarorszag Zrt. are presented according to Act C of 2000 on Accounting (HAR) while figures on Stonebridge A.D.
according to IFRS.

T-Systems Magyarorszag Zrt.......cccceceeeeereeeerecennnas 2,389 36,756 1,738 38,494

StONEDHAGE AD. cooreeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 4,247 1,148 4,555 1,518

In DCF model Magyar Telekom uses weighted average cost of capital (WACC) and estimated perpetual growth rate (PGR).
The WACCs are determined based on the capital asset pricing model (CAPM) using the average betas of the peer group,
10 year zero-couponyieldsand a debtratioin line with the usual indebtedness of listed peer telecommunications
companies, while the PGRs used are in line with the long-term average growth rate for the particular segment.

The fair value less cost of disposal (FVLCD) of these investments exceeds their carrying amount therefore impairment of
these investments did not need to be recognized neitherin 2021 norin 2020. See Note 11 for details of carrying amount
of investments.

The table below shows the WACCs and PGRs used in the fair value calculations of these investments conducted in 2020
and 2021.

Perpetual growthrate of CF.......cccceevrirccnne 0.00% 0.00% 1.00% 1.00%
WACC (post tax incl. local taxes) ..........eeueees 8.08% 9.65% 4.75% 4.84%
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3.3 Estimated impairment of trade and other receivables

We calculate impairment for accounts receivable based on estimated losses resulting from the inability of our customers
to make required payments. The loss allowance is recognized in respect of not only losses already incurred as of the
reporting date (incurred losses) but also losses which have not yet beenincurred as of the reporting date, but whichare
expected to be incurred inthe future (expected losses). For the largest customers and other telecommunications service
providers, impairmentis calculated on anindividual basis, while for other customersitis estimated ona portfolio basis, for
which we base our estimate on the aging of our accounts receivable balance and our historical write-off experience,
customer credit-worthiness and recent and expected changes in our customer payment terms and forward-looking
information. In addition, we also consider the nature of the business (residential, business, fixed line, mobile, internet,
cable TV, etc.) and the environment in which the Company’s entities operate in the various markets.

The above factors of impairment calculation are reviewed annually, and changes are made to the calculations when
necessary. The assessment of the correlation between historical observed default rates, forecast economic conditions and
expected impairmentis considered as a critical estimate.

In 2020, coronavirus spread globally, and it has gained significant negative impact both socially and economically. In
2021 the global economic outlook started toimprove thanks to the emergence of vaccinations, but the further waves of
the pandemic and further economic events evoke uncertainties regarding the recovery. Current changesin market trends
and the volatility in the economic conditions in Hungary as the post effect of COVID-19 pandemic hasimpactonthe
creditworthiness of our debtors and related estimates may differ materially from the prior periods.

According to the best estimation based on the reassessment of factors (particularly macroeconomic tendencies, current
market conditions, the termination of the loan moratorium) significantimpact has been concluded on the credit risk of the
Company particularly on trade receivablesin installment payments for telecommunications equipment sold.
Consequently, forward-looking impairmentincreased by HUF 3.2 billion on this sub-group of debtors. The annual revision
alsorevealed that no other asset classes have beenimpacted materially. The management concluded there is no reason
to modify the bad debt ratios used previously for the portfolios.

A sensitivity analysis had also been prepared that shows how much impairment would have beenrecognized ontrade
receivablesininstalment payments asat December 31, 2021 if wechanged the estimated non-payment rate. According
to this, the financial effect of 1% and 2% improvement (-) and deterioration (+) of the applied estimated non-payment rate
would increase or decrease by HUF 0.8 billion and by HUF 1.5 billion on the carrying value of these trade receivables
(current and non-current part).

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.

The management pays particular attention to the continuous monitoring of the solvency of the customers inthe future
and would take additional corrective actions if it is necessary. Please see further information Notes 4 and 5.1.2.

3.4 Contracts with customers

The Company applies the guidance to a group of contracts with similar characteristics instead of to a single contract with
acustomer. The characteristics considered include mainly the business segment of the customer, business model of the
contract, and whether the contract is committed or not.

Contract assets are recognized for unbilled amounts typically resulting from sales under long-term contracts when
revenue recognized exceeds the amount billed to the customer in that period. Thisis a temporary difference so that
revenue recognized and revenue billed are the same by the end of the commitment term. The amount of the contract
assets is determined considering the estimated churn rate of the relevant group of contracts. The time frame for
reclassification of contract assets to areceivable is the minimum contract term of the relevant group of contracts.

Furthermore, the Company recognizes assets for costs incurred in connection with the signing of customer contracts

which would not have beenincurred if the customer contract had not been concluded (contract cost). Capitalizationis
subject to the expectation that those costs will be recovered by future revenue resulting from the contract.
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Costs of obtaining a contract with a customer generally include sales commissions both direct and indirect distribution
channels.

Capitalizing incremental costs of obtaining a contract does not only refer to contracts concluded with a new customer but
also to contract renewals. Accounting treatment of acquisition- and retention-related contract costs is the same.

Costs of obtaining a contract witha customer are amortized on a portfolio basis over the period that the related goods or
services are transferred to the customer whichis

= based on historical customer retention data and past experiencesin that business segmentin the case of uncommitted
contracts (e.g. prepaid)

= and inthe case of committed contracts the commitment period is considered as amortization period.

The Company decided not to use the practical expedient of expensing the incremental costs of obtaining a contract

immediately, which are amortized over a period of one year or less.

See Note 18.4 for the amount of contract assets, contract liabilities and contract costs.

3.5 Annual fees of mobile licenses

Magyar Telekom’s primaryactivities are the fixed-line and mobile operationsin Hungary. These services are in most cases
regulated by the Hungarian laws or other legislation. These servicesin most cases require the acquisition of a license or
concession, which usually requires a one-off fee and annual payments. Itis judgmental whether the management
considers the annual fees to be reliably estimable or not. If the management considers that these annual fees canbe
estimated reliably, the present value of those are capitalized as part of the cost of the license with corresponding current
and non-current financial liabilities, otherwise these are recognized as costs in the period they relate to.

The management considered that the annual band fees related to frequency usage right acquired in 2021 can be reliably
estimated, the present value of those are recognized as part of the cost of the license. For further information see Notes
4.4.3.1,10.2,10.5,28 and 34.2.

3.6 Leases — Estimating the incremental borrowingrate and assessment of extension and termination options

Atthe commencement date, a lessee shall measure the lease liability at the present value of the lease payments that are
not paid at that date.

The lease payments shall be discounted using the interest rate implicitinthe lease, if that rate can be readily determined.
If that rate cannot be readily determined, the lessee shall use the lessee’sincremental borrowing rate.

This discount rate reflects the main risks of the lease arrangements in a specific country and is provided for each year up
to amaturity of 30 years. A change inthe interest rate is only applicable when after initial recognition the contractis
modified, or a reassessment is necessary which causes a change in the interest rate.

Magyar Telekom uses the lessee’s incremental borrowing rate.
Magyar Telekom never uses negative interest rates. Any negative interest rates will be capped at an amount of zero.

In 2021, the range of used discount ratesis 2.48%-4.41% (2.87%-5.31% in 2020). It was calculated as the average of the
borrowing rates weighted by the discounted lease liability.

The Company has several lease contracts that include extension and termination options. These options are negotiated by
management to provide flexibility in managing the leased-asset portfolio and align with the Company’s business needs.
Management exercises significant judgement in determining whether these extension and termination options are
reasonably certain to be exercised.
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4 FINANCIAL INSTRUMENTS

A financial instrumentis any contract that gives rise toa financial asset of one entity and a financial liability or equity
instrument of another entity.

Financial assets of the Company include cash and cash equivalents, equity instruments of another entity and contractual
rights to receive cash (trade receivables) or another financial asset from another entity or to exchange financial assets or
financial liabilities with another entity under conditions that are potentially favorable to the entity (derivatives) a contract
that will or may be settled in the entity’s own equity instruments and is a non-derivative for which the entity is or may be
obliged toreceive a variable number of the entity’s own equity instruments; or a derivative that will or may be settled
other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of the entity’s own
equity instruments. For this purpose, the entity’s own equity instruments do not include puttable financial instruments
classified as equity instruments, instruments thatimpose on the entity an obligation to deliver to another party a prorata
share of the net assets of the entity only on liquidationand are classified as equity instruments, or instruments that are
contracts for the future receiptor delivery of the entity’s own equity instruments.

Financial liabilities of the Company include liabilities that originate from contractual obligations to deliver cash or another
financial asset to another entity (non-derivatives); or to exchange financial assets or financial liabilities with another entity
under conditions that are potentially unfavorable to the entity (derivatives) or a contract that will or may be settled inthe
entity’sown equity instruments and is a non-derivative for which the entity is or may be obliged todeliveravariable
number of the entity’s own equity instruments; or a derivative that will or may be settled other than by the exchange of a
fixed amount of cash or another financial asset for a fixed number of the entity’s own equity instruments. For this purpose,
the entity’s own equity instruments do not include puttable financial instruments that are classified as equity instruments,
instruments that impose on the entity an obligation to deliver to another party a prorata share of the netassets of the
entity only on liquidationand are classified as equity instruments, or instruments that are contracts for the future receipt
or delivery of the entity’s own equity instruments.

4.1 Financial assets — accounting policies
The Company classifies its financial assets on the basis of both:

= the entity's business model for managing the financial assets and
= the contractual cash flow characteristics of the financial asset
in the following categories:

= atamortized cost if both of the following conditions are met:
= the financial assetis held within a business model whose objective is to hold financial assetsin order to collect
contractual cash flows and
= the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest (SPPI) on the principal amount outstanding.
= atfair value through other comprehensive income (FVOCI) if both of the following conditions are met:
= the financial assetis held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets and
= the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI on the
principal amount outstanding.
= atfairvalue through profitor loss (FVTPL) unless itis classified in the previous categories.
For the purpose of the above classification:

= principalis the fair value of the financial asset atinitial recognition

= interest consists of consideration for the time value of money, for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks and costs, as well as a profit margin.

Standard purchases and sales of financial assets are recognized on the trade-date, the date on which the Company

commits to purchase or sell the asset. Investments are initially recognized at fair value plus transaction costs for all

financial assets not carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss

areinitially recognized at fair value, and transaction costs are expensed in the Profit for the year.

Financial assets are derecognized when the rights to receive cash flows from the investments have expired or have been

transferred. Financial assets have been transferred when the contractual rights to receive cash flows of the financial
assets have been transferred or the contractual rights to receive cash flows of the financial assets have been retained but
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there isa contractual obligation to pay the cash flows to one or more recipientsinan arrangement compliant with the
conditions set out by IFRS 9. Any gains or losses on derecognition are recognized in Profit for the yearand are calculated
as the difference between (a) the sum of the consideration received and any cumulative gain or loss that had been
recognized in other comprehensive income and (b) the carrying amount derecognized.

4.1.1 Impairment of financial assets

Depending on the business model of the Company and the characteristics of the contractual cash flows of the financial
assets, financial assets are subsequently measured at amortized cost, at fair value through other comprehensive income
or atfair value through profit or loss.

A loss allowance must be recognized for financial assets measured at amortized cost and at fair value through other
comprehensive income. The loss allowance must be recognized through profit or loss and reduces the carrying amount of
the relevant financial asset; in the case of financial assets measured at fair value through other comprehensive income,
the corresponding offsetting entry is recognized in other comprehensive income and does not reduce the carrying amount
of the financial asset.

Loss allowances must also be recognized for lease receivables as defined in IFRS 16, contract assets as defined in IFRS 15,
financial guarantee contracts and loan commitments relating to loans bearing an off-market interest rate.

Loss allowance was recognized in respect of not only losses already incurred as of the reporting date (incurred losses) but
also losses which have not beenincurred yet as of the reporting date, but which were expected to be incurred in the future
(expected losses).

Based on the changesin creditrisk, it must be assessed at each reporting date whether the current loss allowance must
be measured at an amount equal to the lifetime expected credit losses or atan amount equal to the 12-month expected
creditlosses. If it is not possible to assess whether the credit risk has increased significantly based onthe individual
financial asset, it must be assessed at the portfolio level.

The simplified and the general approaches are to be applied to assess and account for credit losses.

= Simplified approach

Allfinancial instruments underlying simplified approach are measured with lifetime expected credit loss. Therefore,
exceptforinsolvency, neither any indicators for increase in credit risk nor any default events are relevant within the
simplified approach.

The simplified approachisapplicable for trade receivables, contract assets and lease receivables without a significant
financial component. The Company has chosen the right to use the simplified approach for these receivables witha
significant financial component as well.

= General approach

According to the expected credit loss model the financial instruments are classified into three buckets. The classification
into the three bucketsis based upon the changes of the credit risk for the financial asset. A relative credit risk model s
used for the evaluation of an increased creditrisk. The increase of credit risk incomparisonto the initial recognition is
reflected inthe transfer of the financialinstrument between the buckets.

According to the expected credit risk model the impairment is determined differently for the three buckets. The
impairment for financial instruments in bucket 1 is calculated based upon the 12-month expected credit loss. The
impairment for financial instruments in bucket 2 and 3 is calculated based upon the lifetime expected credit losses. Once
along-term assetis moved to bucket 3, the effective interest method has to be applied to reach net value after
impairment.

The general approachis applied for bank accounts, factoring receivables, other financial receivables and employee loans.

4.1.2 Financial assets measured at amortized cost
The following items are assigned to this category:

= cashand cash equivalents;
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= deposits over three months;

= tradereceivables;

= other receivables.

Financial assets at amortized costare initially recognized at fair value and subsequently carried atamortized cost using
the effective interest method (relevant only for the receivables with long-term maturity).

Cash and cash equivalents

Cashand cash equivalentsinclude cash on hand and in banks, and all highly liquid deposits and securities with original
maturities of three months or less and exclude all overdrafts.

Trade receivables

If there isa significantincrease in the credit risk of trade receivables carried at amortized cost, the amount of the
impairment loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the receivable’s original effective interest rate (i.e. the effective interest rate computed at
initial recognition). Inthe case of short-term trade receivables estimation is made on the amount of expected future cash
inflows and compared to the carrying amount, the difference is accounted for as allowance for trade receivables. The
carrying amount of the asset is reduced through use of an allowance account. The amount of the loss is recognized as Bad
debtexpense.

When itis determined that there is no significantincrease in the credit risk for an individually assessed accounts
receivable, the item should be included ina group of accounts receivables with similar credit risk characteristics and
assessed collectively forimpairment. Receivables that are individually assessed forimpairment and for which an
impairment lossis or continues to be recognized are not included in a collective assessment of impairment.

There are three categories for calculating impairment loss of trade receivables:

= for invoices whichare overdue

= for invoices whichare not yet due

= for unbilled revenue.

In the case of collective assessment there is significantincrease in the creditrisk if there are overdue itemsina group of
receivables. Anageing listis prepared on overdue receivables and the amount of impairmentis calculated by multiplying
impairment rates based on historical loss experience with the amount of receivables.

Impairment rates are calculated based on historical loss experience, however it is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period on which the historical loss
experience is based and to remove the effects of conditionsinthe historical period that do not exist currently. During the
impairment calculation forward-looking information is also considered. Such information can be, for example, internal
changesinthe billing and dunning processes and external extreme changes e.g. in unemployment rates, credit crisis etc.

When atrade receivable is established to be uncollectible, itis written off against Trade receivables. Impairment and
subsequent recoveries of amounts previously written off are accounted for against the period’s Direct costs.

4.1.3 Financial assets at fair value through other comprehensive income (FVOCI)

The “financial assets at fair value through other comprehensive income” measurement category includes the following
financial assets:

= |isted and unlisted equity instruments;

= debtinstruments withina business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets.

Financial assets at fair value through other comprehensive income are initially recognized at fair value and are also

subsequently carried at fair value. The unrealized changes in the fair value of financial assets at fair value through other

comprehensive income are recognized in equity, in the Revaluation reserve for FVOCI financial assets for both equity

instruments and debtinstruments.

When securities classified as financial assets at fair value through other comprehensive income are sold, the accumulated

fair value adjustments recognized in equity before are recognized in the profit or loss except for equity instruments, where
itwill be recognized directly toretained earnings.
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The Company assesses at each balance sheet date whether there is significantincrease in the creditrisk. Thereis
significantincrease in the creditrisk of a financial asset as a result of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss event has an impact on the estimated future cash flows of the
financial asset or group of financial assets that can be estimated reliably.

If any such evidence exists for FVOCI financial assets, the cumulative loss — measured as the difference between the
acquisition costand the current fair value, less any impairment loss on that financial asset previously recognized in the
profitor loss — is removed from equity and recognized in the income statement. Impairment losses recognized in the profit
or loss on equity instruments are not reversed through the profit or loss.

4.1.4 Financial assets at fair value through profitor loss (FVTPL)

Debtinstruments which do not meet the conditions set out to be initially classified either at amortized cost or at fair value
through other comprehensive income must be measured at fair value through profit or loss.

The “financial assets at fair value through profit or loss” measurement category includes the following financial assets:

= Debtinstruments thatare designated as “at fair value through profit or loss” using the fair value option.

= Equity instruments acquired for the purpose of selling immediately orinthe near term and thus classified as “held for
trading” and equity instruments not held for trading where the OCl option has not beenapplied.

= Derivative financial assets.

= Debtinstruments not fulfilling conditions of either financial assets at amortized cost or financial assets at fair value
through other comprehensive income.

Financial assets at fair value through profit or loss are subsequently carried at fair value. Gains or losses arising from

changesinthe fair value of the financial assets at fair value through profit or loss category are recognized inthe profitor

loss inthe period in which they arise.

4.2 Financial assetsin the statements of financial position

4.2.1 Cash and cash equivalents

Cashand cash equivalentsinclude cash on hand and in banks, and all highly liquid deposits and securities with original
maturities of three months or less and exclude all overdrafts. These financial assets are exposed to credit risks, for which
see more detailsin Note 5.1.2. Noimpairment had to be recognized for any of these balancesin the reported years.

Cash and cash equivalents 12.31.2020 12.31.2021

(07 1 0 o a1 - Y o 1 58 40
Cashinbank (demand dePOSItS)......cceeeeerrreereeerrerereseereeeesesseseseeeseesesssssens 680 905
Total 738 945
Averageinterest rates 12.31.2020 12.31.2021

L0711 10T 0 N - 3T S 0.00% 0.00%
Cashinbank (demand dePOSItS)......cceeeeerereerererrerereseseeeesesreeseeeseesesssssens 0.00% 0.00%
Averageinterest rate 0.00% 0.00%
Cash and cash equivalents by currency 12.31.2020 12.31.2021

EU R ettt et b e et b e bt eeae e e ne - -
HUF ettt ettt ettt b e st es bt s s s n e ne 738 945
USD ettt ettt ettt et et et ee bbbt bene s aebeneetenenanes - -
Total 738 945
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4.2.2 Trade receivables

4.2.2.1 Tradereceivables — carrying amount

Trade receivables from third Pari€s.......ccceeveeveevieviesieveseecese e 111,834 117,122
Trade receivables from SUDSIAIANES ......ccveeeeeeeeeeecee e 3,092 1,601
Tradereceivables from associates and joint ventures.......ccccoeeeeeeeercerenccnnns 1 -
Trade receivables from other related parties......coceeeveeveeverevesieseeecenceceeene 4,040 3,123
Total trade receivables 118,967 121,846

Age profile of trade receivables

The following tables show the age profile of the Company’s trade receivables by days outstanding (past due). The carrying
amounts of receivables are shown net of impairment losses charged as of the financial statement dates.

N L1 0= ) W [ 105,984 104,525

Pastdue by
(€SS than 30 dAYS c.ecuereueereiereerre ettt sttt re e e e nan 9,908 14,037
BO—6O0 AAYS.ceueuerererreerererseerereeeseresseeseseseeesesesseseaesseseeseesssene et eseseneesesenn 1,679 1,845
LR 8 e O 460 455
B RS0 o F- OO 478 428
181360 JAYS.eueuenerererneerererueerereesesereeseeseseesenesesesseesessenenssesasnsnesssssnnneas 336 373
(oY= G 1 10 K - RS 122 183

Carrying amount 118,967 121,846

Vast majority of trade receivablesisimpaired on a portfolio basis using the simplified approach. Vast majority of past due
trade receivablesis partly or fully impaired depending mainly on the period of delay of payments.
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The Company uses the following rates forimpairment;

Rate of
Overdue impairment*
NOt AUE YT e 0%-8%
1-30 dAYS.ueuererereenererereeeerereeenereeeeesesesaeneneens 0%-15%
31-60 dAYS ceeurerereeeeerereeeere et 0%-50%
61-90 dAYS ceeurerereeererereeeerere et 0%-65%
Q1-180 AYS ueuererermeerereeneererereesereeesesereenenes 0%-80%
181-360 dAYS.eueueererueererereeeerereeaeserereeenenens 0%-90%
361-720 dAYS.uerererueererereerererenereseeenerereanenes 50%-100%
more than 720 days ....cceeeeeerereereesereescreesenens 50%-100%
Customersin state of bankruptcy ................. 100%

*The Company uses differentimpairment rates for different groups of customers within overdue terms based on the
previous years’ payment experiments. Considering the basis of impairment the installment receivables from equipment
salesis treated as a separate group of customersand the rates of impairment used are generally in the higher sections of
the indicated intervals.

4.2.2.2 Impairment losses of trade receivables and contract assets

The table below shows the impairment losses and changes for trade receivables therein for 2020 and 2021.

2020 2021
Impairment loss, beginning of Perod.......coccrirninnierer e 18,143 15,358
Charged to expense — net (included in Direct COStS).....cceeeeeeeeeeeeeeeeeenenee. 6,540 8,671
UBIZEO e (@) (9,325) (6,163)
Impairment loss, end of period 15,358 17,866

The table below shows the impairment losses and changes for contract assets therein for 2020 and 2021.

2020 2021
Impairment loss, beginning of Period.......ccccvviveieie e 1,200 1,615
Charged to expense — net (included in Direct COStS).....oeveeeereeeeeeeeeeennee. 2,069 1,166
UBILZEO ottt ettt sttt et b e et s s ene (a) (1,654) (1,182)
Impairment loss, end of period 1,615 1,599

(a) Utilized means reversed on derecognition (settlement, write-off or factoring).
Seealso Note 5.1.2 for further analysis of credit risks related to Trade receivables.

4.2.3 Otherfinancial assets

Other financial assets include receivables due within 12 months (current) and due after 12 months (non-current) from the
end of the reporting period (financial statements date). These financial assets are exposed to credit risks, for which see
more detailsin Note 5.1.2. The impairment loss recognized or reversed for other current and non-current financial assets
is not material.
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4.2.3.1 Other current financial assets

Receivables from asset-related grants .......ccocceeeereessseneneneseneseseseens (@) 4,794 3,507
Loans to related PartieS......ccueeeeceereereeseeseeree e 1,622 1,765
Cashpool rECEIVADLES......coveeeerererererer st (b) 20,419 1,258
FiNance (8ase reCeIVADLE. ......ccueveveeeeeeeeceeee et eeeeaen (c) 417 443
Derivative financial instruments contracted with related parties (d) 13,818 300
0] TP 650 981
Total 41,720 8,254

For the explanations of (a)-(d) see Note 4.2.3.2.

4.2.3.2 Other non-current financial assets

Derivative financial instruments contracted with related parties.............. (d) 6,878 16,415
Finance (6ase reCeIVaDLE ... (©) 5,409 5,028
Borrowings from related parties.......coeoverrerreenieseneeereree e 2,150

EQUItY INSTIUMENTS ...ceeeeeecec et snne (e) 1,193 1,182
(01 1 OO 752 627
Total 16,382 23,252

(a) Starting from 2016 HUF 11.7 billion of EU funds were utilized by Magyar Telekom. The first and second rounds of a
tender aimed at the developing digital networks nationwide to cover households in Western and Eastern parts of
Hungary with a fixed network capable of reaching speed of at least 30 Mbps. The Company received HUF 8.2 billion
grantrelated to EU fund in advance from which HUF 12 million has not been used yet. The Company accomplished a
number of investments which complied with the condition of the related EU Funding Contracts. With respect to these
completed investments the amount of the grant which has not been financially settled yetis presented asreceivable.
For those investments where the conditions have not been satisfied yet, the advances received are shown as part of
Other current liabilities (Unused advance payments for asset related grants).

Accumulated grantrecognized in PPE .........cooi e 11,599 11,683
Accumulated advance payments received (Note 14) .................. 6,826 8,188
Unused advance payments for asset-related grants (Note 14) ... 21 12
Receivables from asset-related grants.........cceceeevveevvnervsenecenee. 4,794 3,507

(b) The following tables show the currency breakdown.

14,480 DT AG 0.50 floating
5,553 DT AG EUR 0.00 floating
(265) DT AG usb 0.34 floating
651 KalaszNetKft. HUF 1.76 floating
Due within 1 year .... 20,419
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Carrying Interest rate
12.31.2021 amount Borrower Currency (%) Fixed / floating
1,258 KalaszNet Kft. HUF 4.35 floating
Due within 1 year .... 1,258

(c) See Note 17.2 for more information on Finance lease receivable.

(d) Derivative financial instruments contracted with related parties include the fair value of open currency forwards and
cross-currency interest rate swaps (see more detailsin Notes 4.5.1.1,5.1.1.1 and 5.1.1.2).

(e) Equity instruments include investmentin E2 Hungary Zrt. based on the agreement with MET Holding AG(see Note 11
for more information).

4.2.3.3 Trade receivables over one year

Trade receivables over one year (HUF 16,664 million as at December 31, 2021 and HUF 16,159 million as at December 31,
2020) mainly includes receivables from customers paying over one to two years in installments for telecommunications
equipment sold. The impairment on trade receivables over one year was HUF 2,273 million as of December 31, 2021 (HUF
1,378 millionin 2020). For further information see Note 3.3.

4.3 Financial liabilities — accounting policies
There are two measurement categories for financial liabilities used by the Company:

= Financial liabilities carried at amortized cost

= Financial liabilities at fair value through profit or loss

No reclassification between categories has been made in the past and no reclassifications are expected in the future. Both
types of financial liabilities are initially recognized at fair value, while subsequent measurements are different (see below).
A financial liability is derecognized (or a part of a financial liability) from the Statements of financial position when, and
only when, itis extinguished —i.e. when the obligation specified in the contractis discharged, cancelled or expired.

4.3.1 Financial liabilities carried at amortized cost

The measurement category for “financial liabilities measured at amortized cost” includes all financial liabilities not
classified as “at fair value through profit or loss”.

Loansand other financial liabilities
Loans and other financial liabilities are recognized initially at fair value less transaction costs, and subsequently measured

atamortized costs using the effective interest rate method. The effective interestis recognized in the Profit for the year
(Interest expense) over the period of the liabilities.

Trade and other payables

Trade and other payables (including accruals) are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method.

Bonds

Bonds are recognized initially at fair value less transaction cost and subsequently measured at amortized cost using the
effective interest rate method under IFRS 9.
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4.3.2 Financial liabilities at fair value through profit or loss

Derivative financial instruments and call option of MET Holding AG are classified to this category. The Company currently
has nointention of measuring non-derivative financial liabilities at fair value.

The Company does not apply hedge accounting, therefore, all derivatives are measured at fair value through profit or loss.

Derivatives are initially recognized at fair value on the date a derivative contractis entered into and their fair values are re-
measured at subsequent financial statements dates. The Company does not apply hedge accounting for its financial
instruments, therefore all gains and losses are recognized in the Profit for the year (Other finance expense — net).

4.4 Financial liabilities in the statements of financial position

4.4.1 Financial liabilities to related parties

Financial liabilities to related parties include HUF- and EUR-denominated loans taken from Deutsche Telekom
International Finance B.V. (DTIF), Deutsche Telekom AG (DT AG) and the Company’s subsidiaries and cashpool liabilities.
For the whole nominal amount and interest payment of loans denominated in EUR granted by DTIF or DTAG we have
cross-currency interest rate swap agreementsin place (with DT AG) so that Magyar Telekom’s exposure infact remainsin
HUF. The loans and the related swap agreements are accounted for and disclosed ona gross basis.

The tables below show the details of the financial liabilities towards related parties as at December 31,2020 and 2021.

12.31.2020
Effective Original
Carrying interest Fixed / Term
amount Lender  Currency rate(%) floating Maturity  (Year/s)
47,473  DTIF EUR 1.99 fixed Jan2021 9
48,491  DTIF EUR 1.60 fixed July 2021 8
50 TNM* HUF 1.16 floating March2021 8
840 Combridge EUR 1.43 floating March2021 9
50 TNM* HUF 1.15 floating March 2021 9
200 TNM* HUF 1.50 floating March 2021 8
1,626 Investel Zrt. HUF 1.26 floating Cashpool  N/A
(674) TSMZrt. usb 1.29 floating Cashpool  N/A
6,362 TSMZrt. EUR 1.17 floating Cashpool  N/A
2,754 TSMZrt. HUF 1.26 floating Cashpool  N/A
Due within 1year........... 107,172
Accrued interest............. 2,317
Other financial liabilities 6
Derivatives .....ccceevreeruene 13
Totalcurrent ................. 109,508
43816 DTAG EUR 0.41 floating May2024 5
45,641 DTAG EUR 0.58 floating Jan 2025 5
Total non-current.......... 89,457

*Telekom New Media Zrt.

166



mflm = = EGYUTT. VELED

29,520 DTAG EUR 0.00 floating July 2022 1
50 TNM* HUF 3.15 floating March 2022 10
554 Combridge EUR 0.80 floating March 2022 9
295 Combridge EUR 0.80 floating March 2022 9
50 TNM* HUF 2.57 floating March 2022 10
200 TNM* HUF 3.59 floating March 2022 10
1,579 DTAG usb 0.34 floating Cashpool  N/A
5596 DTAG HUF 1.98 floating Cashpool  N/A
1,158 DTAG EUR 0.27 floating Cashpool  N/A
(4,042) TSMZrt. usD 1.10 floating Cashpool  N/A
737 TSMZrt. EUR 0.85 floating Cashpool  N/A
9,925 TSMZrt. HUF 3.95 floating Cashpool  N/A
635 Investel Zrt HUF 3.95 floating Cashpool  N/A
Due within 1 year .......... 46,257
Accrued interest............. 158
Other financial liabilities 31
Derivatives .....ccceeereeruene 20
Totalcurrent ................. 46,466
44,280 DTAG EUR 0.30 floating May2024 5
46,125 DTAG EUR 0.52 floating Jan 2025 5
Totalnon-current.......... 90,405

*Telekom New Media Zrt.

AsatDecember 31,2021 current liabilities exceed current assets by HUF 103,066 million, primarily due to frequency fees
payable together with the short-term loan facilities received from DT AG that were taken to finance working capital and
daily ongoing activities. Management believes that short-term liabilities from DT AG will be refinanced in a similar manner
to previous years. Financing needs will also be covered by cash flows generated by operating activities and third-party
creditline facilities (see Note 5.1.3).
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The table below shows the carrying amounts and fair values of the related-party loans.

12.31.2020 12.31.2021
Book Value Fair Value Book Value Fair Value

HUF denominated loans

Atfixed rate...coeeeeceeveecerceeceeceeceecee e - - - -
At floating rate.....ceeeceeeecereeeeeeeeeeeseeseeene 4,680 4,680 16,456 16,456
4,680 4,680 16,456 16,456

EURdenominated loans
Atfixed rate. .o 95,964 95,964 - -
At floating rate......oceeeeeeeeeeereeeeeeeeeeereen. 96,659 96,659 122,669 122,669

192,623 192,623 122,669 122,669
USD denominated loans

Atfixed rate ..o - - - -
At Floating rate.........vveeeeeeeeeeeeeeeeeeereeees (674) (674) (2,463) (2,463)
(674) (674) (2,463) (2,463)

Accrued interest ........ooerereeeeeeeeeeereeneeeeans 2,317 2,317 158 158
Other financial liabilities ......c.cevuevvevrereeeane. 6 6 31 31
DEriVatiVES ... 13 13 20 20
Totalrelated-partyfinancial liabilities..... 198,965 198,965 136,871 136,871

The weighted-average interest rate on related-party loans was 0.65%in 2021 (1.17% in 2020). Any decrease in market
interest rates will resultin anincrease in the fair value of the fixed interest rate liabilities.

Borrowings subject to floating interest rates are exposed to cash flow risks. If interest rates rise, it will resultin higher cash
outflows through interest payments.

Derivatives contracted with related partiesinclude cross-currency interest rate swaps and FX forwards concluded with DT
AG to change the Company’s exposure to HUF in the case of the EUR-denominated loans and to cover FX needs of
expected future foreign currency outflows.

There were no defaults or breaches in connection with the financial liabilities to related parties.

4.4.2 Bonds

In 2020 Magyar Telekom has initiated a review of its external funding framework in order to diversify and enhance the
maturity profile of the Company’s debt portfolio. Accordingly, the Company participated in the Bond Funding for Growth
Scheme (“Scheme” or “BGS”) of the Central Bank of Hungary (“MNB”) and obtained funding sources with competitive
pricing.

In order to increase the liquidity of the corporate bond market, the MNB launched Scheme from July 1,2019,
supplementing its unconventional monetary policy tools and the fixed Growth Loan Program.

The proceeds of the bonds are used to fund investments into the fixed and mobile network roll-out and modernization
(including the acquisition of new frequencies).

The issued bonds amounted to HUF 70 billion at face value and were purchased for a total purchase price of HUF 70.83
billion by the attendees at the closed auction on November 24, 2020. The total purchase price was transferred to the
Company by the attendees on November 26, 2020. Subsequently Magyar Telekom 2027 HUF Bonds were listed on the
BSE XBond multilateral trading platform on December 17, 2020and are available for trading in the XBond platform from
December 21, 2020 (first trading day).
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The table below shows the main parameters.

Bond expiries  HUF 35 billion November 26,2026
HUF 35 billion November 26,2027

Interest type .oveeeeeeeeeeeeeee e Fixed interest

Coupon (Nominalinterest rate) ......... 1.45%

Yield .o 1.2579%

Effectiveinterestrate.....c.coooeveverennnee 1.95%

AtDecember 31, 2021 the carrying amount of bonds HUF 68,214 million (at December 31, 2020 HUF 67,904 million).

For further information see Notes 4.4.3.3 and 15.
4.4.3 Other financial liabilities

4.4.3.1 Otherfinancial liabilities - Balances

The tables below show the current and non-current balances of Other financial liabilities.

Frequency fees payable..........ocewueruceeceeeeeeeeeeeee e ses e (a) 4,771 49,759
DEDtOr OVEMPAYMENT........cveceeceeceeeeeeeteeeeeeeeaesses s s ses s eaeeesannans 1,309 1,394
(014 1 TR 2,391 831
Total other financial liabilities — current 8,471 51,984
1231200 12312020
Frequency fees payable.... ..o (@) 71,313 106,323
1 0= 130 144
Total other financial liabilities — non-current 71,443 106,467

There were no defaults or breaches in connection with other financial liabilities.

(a) The present value of the future annual band fees payable is recognized as part of the carrying amount of the licenses
asintangible assets, with corresponding current and non-current financial liabilities.
New frequency blocks were acquired in January 2021 which entitled Magyar Telekom for the usage of these from April
2022 until March 2042. A one-time spectrum fee amounted to HUF 44.22 billion is required to pay for these frequency
blocks, and this paymentis due in the first quarter of 2022, the present value of this fee (HUF 44.04 billion) is also
disclosed among frequency fees payable. For further information see also Notes 3.5,10.2, 10.5and 34.2.

169



mflm = = EGYUTT. VELED

4.4.3.2 Proceeds/repayments of loans and other borrowings

Cash proceeds/payments for related-party loans are included in the Proceeds from loans and other
borrowings/Repayment of loans and other borrowings line of the Statements of cash flows.

4.4.3.3 Additional disclosure about changes in liabilities arising fromfinancing activities

The following tables include changesin net debt reconciled with their effects on the Statements of cash flows inorder to
enable users of financial statements to evaluate changes in liabilities arising from financing activities.

Changesin financial liabilities without cash movement are mainly due to the increase in liability related to annual band

fees (see Note 10.2), lease liabilities (see Note 9.2) and the FX effects of financial liabilities denominated mainly in EUR
and transactions where future cash flows are recognized at the present value of the annual fees payable.
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Related-party l0aNnS .....eeeenmeeesmseesneeesinns 209,918
Derivatives from related parties.......conee 1,890
Frequency fees payable ......eeerineeernns 42,744
Lease liabilities 111,297
Bonds -
Debtors overpayment. 1,324
Other financial liabilities 586
-Less cash and cash equivalents ... (925)

-Less other current financial assets............... 13,283

Treasury share purchase

187

(8,316) 25,688
- 850
(3,235) 40,629
(5,096) 50,994
- (2,930)

(15) -
668 135

1,365 20,488

(200)
(2,727)

1,132

4,489

252,812

(280,950)

(4,054)
(24,186)

Dividend paid

13,803 - - - -
Y I e ) ] I

(5,218)
(20,853)

198952
13
76,084
133,009
67,904
1,309
2,521
(738)

41,720
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Related-party l0ANS......oeeeneeenmeeeesneessmeseninns 198,952 - (5,060) 2,512 (50) 200,754 (260,257) - - - 136,851
Derivatives from related parties.... 13 - - 741 (734) - - - - - 20
Frequency fees payable 76,084 - (3,464) 88,143 - - - - (4,681) - 156,082
Lease liabilities 133,009 - (4,446) 27,660 - - - - (21,135) - 135,088
Bonds 67,904 - (2,015) 1,325 - - - - - - 68,214
Debtors overpayment ... 1,309 - 85 - - - - - - - 1,394
Other financial liabilities.......cooowwrvuveereereereeeenenns 2,521 - (180) (O] - - - - (1,357) - 975
-Less cash and cash equivalents (738) (207) - - - - - - - - (945)
-Less other current financial assets ............. (41,720) (1,705) 1,288 14,722 19,161 (8,254)
Nt awsw @y usmn  waee wew awens e - @am -
Treasury share purchase (10,215)
Dividend paid (15,312)
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4.4.4 Trade payables
12.31.2020 12.31.2021
Payable to SUDSIAIAMIES. ..cuuerrererereeerieeree s eas 8,129 10,332
Payable to other related parties......ocuoeeeeereseresesece e 7,836 9,283
Payable to non-related parties.........coeeeeerenrerec e 98,027 99,792
L T 113,992 119,407

4.5 Additional disclosures on financialinstruments

4.5.1 Financial assets and liabilities

The Company classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

= quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1)

= inputsother than quoted pricesincluded within Level 1 observable for the asset or liability, either directly or indirectly
(Level 2)

= inputs for the asset or liability that are not based on observable market data (Level 3)

The levelin the fair value hierarchy within which the fair value measurement is categorized inits entirety is determined on

the basis of the lowest level input that is significant to the fair value measurementinits entirety. The significance of an

inputis assessed against the fair value measurementin its entirety.

There was no transfer between Level 1 and Level 2 financial instruments.

Most of the financial assets and most of the financial liabilities are measured at amortized cost, but fair value information
isalso provided for these. The fair values of these assets and liabilities were determined using Level 3 type information,
exceptforbonds. The initial fair value of the MT2027 bond was calculated based on Level 2 information as the bonds did
not have an active market. The discount rate was determined based onrelevant BIRS rates and a margin estimation based
on commercial bank offers during the auction. The fair value of financial instruments that are not traded onan active
market is determined by using valuation techniques, mainly by applying the discounted cash flow method. The cash flow
estimations are based on the relevant underlying contracts and the discount rates are calculated based on the interest
rate benchmarks applicable for the relevant maturities and currencies (BUBOR, BIRS, EURIBOR, EUR swapyields). Foreign
exchange conversion is made based on central bank FX fixings (preferably that of the Central Bank of Hungary).

Level 2 informationis available to determine derivatives assets and liabilities. Liabilities on call options (where itis
applicable under IFRS 9) are carried at fair value where the fair value was determined using Level 3 type information.

The tables below include the carrying amounts and fair values of the Company’s financial assets and liabilities as at
December 31,2021 and 2020.
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4.5.1.1 Financial assets — Carrying amounts and fair values

Carrying amounts, fair values and fair value hierarchy of financial assets are the following:

Cashandcash equivalents..........ccc........ 738 - - - 738 738
Clearingreceivables fromrelated parties 20,419 - - - 20,419 20,419
Trade receivables within one year from
thirds parties ..c.ccocevceeveeeecee e 111,835 - - - 111,835 111,835
Trade receivables within one year from
related parties..c.oocvveneeenenecen e 7,132 - - - 7,132 7,132
Trade receivables over one year-............ 16,159 - - - 16,159 15,872
Derivative financial instruments

contracted with related parties............ - - 20,696 - 20,696 20,696
Loans given torelated parties................ 3,772 - - - 3,772 3,721
Equity instruments ......cccceecveericieneenen. - 1 - 1,193 1,194 1,194
Finance leasereceivable from third
PAItIES coeei e 577 - - - 577 605
Finance leasereceivable fromrelated
PAMTIES et 5,249 - - - 5,249 7,131
Receivables from asset-related grants.. 4,794 - - - 4,794 4,794
Other currentreceivables...................... 651 - - - 651 651
Other non-currentreceivables............... 751 - B - 751 773
Total 172,077 1 20,696 1,193 193,967 195,561

Cash andcash equivalents..........ccee....e. 945 - - - 945 945
Clearingreceivables fromrelated parties 1,258 - - - 1,258 1,258
Trade receivables within one year from
third parties...ccccveceveciee i, 117,122 - - - 117,122 117,122
Trade receivables within one year from
related parties...ccocoveeveerineeneese e 4,724 - - - 4,724 4,724
Trade receivables over one year.............. 16,664 - - - 16,664 15,581
Derivative financial instruments

contracted with related parties.............. - - 16,715 - 16,715 16,715
Loans given torelated parties.................. 1,765 - - - 1,765 1,765
Equity instruments .....ccccoeeeveeeeinccen e, - 1 - 1,181 1,182 1,182
Finance leasereceivable from third
PAItIES coeeeeee e 476 - - - 476 429
Finance leasereceivable fromrelated
PATtIES coveieiee e 4,994 - - - 4,994 5,152
Receivables from asset-related grants.... 3,507 - - - 3,507 3,507
Other currentreceivables.........c.ccuuee..... 981 - - - 981 981
Other non-current receivables................. 627 - - - 627 590
Total 153,063 1 16,715 1,181 170,960 169,951

Fair value through profit or loss assets (Level 2) include derivatives, the two classes of which are forward deals (HUF 300
million) and cross currency and interest rate swaps (HUF 16,415 million).
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The fair values of those instruments are based on a discounted cash flow method. The calculation is prepared by Magyar
Telekom based on money market interest rate curves, basis swap points and spot FX rates from Reuters database
published on the last working day of the reporting period. The present value of the expected future cash flowsis
discounted to the reporting date using money market interest rates and basis swap points in the specific currency from
Reuters and exchanged to HUF using the spot FX rate.

The HUF present value of the payable and receivable is accounted for as assets or liabilities.

Fair value through profit or loss financial assets (Level 3) include the investmentin E2 Hungary Zrt.in 2020 and 2021.

The carrying values of assets measured at amortized cost with short times to maturity approximate their fair values.

4.5.1.2 Financial liabilities

Carrying amounts, fair values and fair value hierarchy of financial liabilities are the following:

Financial liabilities to related parties ....... 198,952 13 - 198,965 198,965
Trade payables to third parties................ 98,026 - - 98,026 98,026
Trade payables to related parties............ 15,965 - - 15,965 15,965
Frequency fee payable........ccoeeeeueeneanne 76,083 - - 76,083 85,200
Lease liabilities to third parties................ 124,729 - - 124,729 133,595
Lease liabilities to related parties ............ 8,280 - - 8,280 8,428
BONAS...iiiriirierererere e 67,904 - - 67,904 68,053
Debtors’ overpayment......cccceeeeeecveeiineanns 1,309 - - 1,309 1,309
Other current liabilities......cccovreereerieennenne 2,393 - - 2,393 2,393
Other non-current liabilities..........c.cc...... - - 130 130 130

Financial liabilities to related parties ....... 136,851 20 - 136,871 136,871
Trade payables to third parties................ 99,753 - - 99,753 99,753
Trade payables to related parties............ 19,653 - - 19,653 19,653
Frequency fee payable........coccvecureenenee. 156,082 - - 156,082 145,425
Lease liabilities to third parties................ 126,490 - - 126,490 125,103
Lease liabilities to related parties ............ 8,596 - - 8,596 7,846
BONGS...vecveeceeeeereieeteeteste et 68,214 - - 68,214 58,070
Debtors’ overpayment ........coceevereereennn. 1,394 - - 1,394 1,394
Other current liabilities...........cceueeveenee... 831 - - 831 831
Other non-current liabilities..................... - - 144 144 144

See additional fair value information on financial liabilities in Note 4.4.1.
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The carrying values of the current financial liabilities measured at amortized cost approximate their fair values.

4.5.1.3 Financial liabilities carried at fair value determined using Level 3 type information

Financial instruments which are carried at fair value where the fair value was determined using Level 3 type informationis
the liability pertaining to the call option under IFRS 9. The table below includes the movements of this liability.

Opening balance at January 1 130
Increase arising 0N Call OPTiON ......eoceeeceeeee et -
(Gains) or losses for the period On reMeasUrEMENT.........oeveveeeeeeeerereseseseeeeeesesesesseessseeeens -
- recognized in profit or loss (Net finanCial FESULL) .....eveveveeeeeererereeereeeseeeereeeveeeeeeeseeeeereeeens 14
Closing balance at December 31 144

4.5.2 Items of net gains and losses arising on financial instruments

The tables below include net gains/losses arising on financial instruments in 2020 and 2021.

FVTPL financial instruments

(=170 - 19,663 - - 2,441 - 22,104
FVTPL financial instruments

(LeVeld) e (a) - 9 - - - - 9
Financial assets measured at

amortized Cost.....ccovviieireireireennn, 296 - (998) (8,609) 3 (4,797)  (14,105)
Financial liabilities measured at

amortized COSt....eeviirnieeirieeireens (11,785) - (24,577) - - (30) (36,392)
Equity instruments measured at

FVTPL(Level3)..ocoieeeeeceecieenne - 38 - - - - 38
Net gain/(loss) on financial

instruments . (11,489) 19,710  (25,575) (8,609) 2,444 (4,827) (28,346)

(a) Thedatafortheyear 2020 have been supplemented with FVTPL financial instruments (Level 3).
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FVTPLfinancial instruments

(LeVel2) e - (3,988) - - 10,960 - 6,972
FVTPLfinancial instruments

(Leveld) e - (13) - - - - (13)
Financial assets measured at

amortized Cost.....coovvvniirinenenienn 614 - (698) (9,837) - (4,875)  (14,796)
Financial liabilities measured at

amortized cost......cccveeierecieecieennee. (13,188) - (521) - - (49) (13,758)
Equity instruments measured at

FVTPL (Level3) .o - (12) - - - - (12)
Net gain/(loss) on financial

instruments . (12,574) (4,013) (1,219) (9,837) 10,960 (4,924) (21,607)

The tables above include the amounts before capitalization of borrowing costs (See Note 24).

Impairment losses on financial assets measured atamortized cost includes all expenses incurred or expected to be
incurred inrelation to the default of our customers and presented as a direct costinthe Statement of profit or loss and
other comprehensive income. Before writing off or factoring, we impair the receivables to their recoverable amounts
through the use of animpairment allowance account, as a result of which the actual write-off or factoring of these
receivables resultsin no derecognition gains or losses.

The amount of Fee expense is mainly connected to transactional fees on financial realization of income (like white check
acceptance fee of Hungarian Post, VPOS relevant cost and other various commissions) and other bank charges type fees.

4.5.3 Offsetting financial assets and financial liabilities

For the financial assets and liabilities subject to enforceable netting arrangements, each agreement between the
Company and the counterparty (typically roaming and interconnect partners) allows for net settlement of the relevant
trade receivable and payable.

The following trade receivables and trade payables are subject to offsetting agreements and are presented after netting
inthe Statements of financial position.

Gross amounts of recognized financial instruments.......... 119,075 114,400 122,038 119,599
Gross amounts of financial instruments set off ................. (108) (108) (192) (192)
Net amounts of recognized financialinstruments

presented in the statements of financial position........... 118,967 113,992 121,846 119,407

4.5.4 Other disclosures about financial instruments

Magyar Telekom is also exposed to risks that arise from the possible drawdown of guarantees thatinaggregation
amounted to a nominal amount of HUF 14.7 billion as at December 31, 2021 (2020: HUF 14.8 billion). In January 2021,
Magyar Telekom successfully participated in the auction procedure for the entitlements of frequency use of the 900 MHz
and 1800 MHz frequency bands, the precondition of this was the issuance of additional guarantees. The guarantees were
issued by banks on behalf of Magyar Telekom as collateral to secure the fulfillment of the Company’s certain contractual
or tender related obligations. The Company has been doing its best to deliver onits contractual obligations and expects to
continue to doso inthe future. Even so disputes may emerge from time to time with our partners and sometimes these
canresult the drawdown of the guarantees. Such utilization of the bank guarantees happened inan amount of HUF 133
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millionin January 2022 whichis not related and has no significant effect on the solvency of the Company. For more
information see note 4.4.3.1.

Magyar Telekom does not hold any collateralin which case itis permitted to sell or repledge in the absence of default by
the owner of the collateral.

There were no other financial assets or liabilities which were reclassified into another financial instrument category.

The Company does not have compound financial instruments with multiple embedded derivatives.

S FINANCIAL RISK MANAGEMENT

5.1 Financialrisk factors

Magyar Telekomis primarily exposed to creditrisks related toits financial assets. In addition, the Company is also exposed
to risks from movements in exchange rates interest rates that affect the fair value and/or the cash flows arising from
financial assets and liabilities.

Financial risk management aims to limit these risks through ongoing operational and finance activities. Selected derivative
and non-derivative hedging instruments are also used for this purpose, depending on the risk assessment. Magyar
Telekom only hedges the risks that affect the Company’s cash flows, no hedges are concluded to hedge fair values.
Derivatives are exclusively used as hedging instruments, i.e., not for trading or other speculative purposes. To reduce the
counterparty risk, derivatives are generally only concluded with leading Hungarian or international financial institutions or
Deutsche Telekom. Nevertheless, hedge accounting is notapplied to such transactions.

The detailed descriptions of risks, the management thereof as well as sensitivity analyses are provided below. These
sensitivity analyses calculate with reasonably possible changesin the relevant risk variables and theirimpact on profit
before tax. The impacts disclosed below for the reported periods are subject to an average effective income tax rate of
approximately 25%,i.e. the impact on Profit for the year would be approximately 75% of the pre tax amountin a year that
is free from significant one-off non-deductible pre-tax impacts and significant changes in tax legislation. The potential
impacts disclosed (less tax) would be the same on the Company’s Equity.

There were no major changes in these risks compared to the previous reporting period.

5.1.1 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk:

= foreign currency risk

= interest raterisk

= pricerisk.

The fundamentals of Magyar Telekom’s financing strategy are established each year by the Board of Directors. The
Company’s policy is to borrow centrally using a balanced combination of medium-term and short-term loans, and fixed
and floating interest rates on those liabilities. The Board of Directors has approved two debt protection ratio KPIs, and
monitors their fulfillment annually. At the end of 2021 Magyar Telekom Group fulfilled both criteria; Total Debt to EBITDA
ratio of 2.15in 2021 (2020: 2.10), while the allowed maximum can be 2.8 and EBITDA to Net financial result ratio of 17.58
in2021, (2020:9.47), while the allowed minimum can be 3.0. The Company during the implementation of the finance
policy and ongoing financial risk management, determine and continuously monitor the foreign exchange, liquidity and
counterparty risk management guidelines.

Magyar Telekom is exposed to interest and foreign exchange (FX) rate risk associated with its interest bearing assets and
liabilities and anticipated transactions. The functional currency of Magyar Telekom is HUF, consequently, Magyar
Telekom’s objective is to minimize the level of its financial risk applying HUF terms.

For the presentation of market risks, sensitivity analyses are also provided that show the effects of hypothetical changes

of relevantrisk variables on Profit before tax and Equity. These hypothetical changes were modeled to presenta
reasonably possible change inthe relevant risk variables. The periodic effects are determined by relating the hypothetical
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changesinthe risk variables to the balance of financial instruments at the end of the latest reporting period (2021) and
the preceding reporting period (2020). The balances at the end of the reporting period are usually representative for the
year as a whole; therefore, the impacts are calculated using the year end balances. The methods and assumptions used in
the sensitivity calculations did not change significantly compared to the previous period. As a result of the still rather
volatile international capital and securities markets, higher fluctuations of the FX and interest rates are also possible.

5.1.1.1 Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changesin FX rates. Currency risks arise on financial instruments denominated in currencies other than the functional
currency of the Company. Relevantrisk variables are generallyall non-functional currencies in which Magyar Telekom has
financial instruments.

The Hungarian Forint depreciated by approx. 1%against the euroin 2021. In 2019 and 2020 the forint was fluctuating ina
8-12%range against the EUR, in 2021 thisrange narrowed slightly to approx.7%.

In order to mitigate FXrisk in the case of FX denominated financial instruments, Magyar Telekom minimizedits foreign
currency borrowingsinthe past years or covered them with derivative instruments to substantially reduce FXrisk. The
corporate bond is HUF denominated and thus no foreign currency exposure arises related to this instrument.

FX risks arising on loans and related swaps withDTAG

Several related-party loans taken to finance general corporate needs from Deutsche Telekom AG (DT AG)and the
financing vehicle of Deutsche Telekom, Deutsche Telekom International Finance B.V. (DTIF) are denominated in EUR,
while, at the same time, cross-currency interest rate swaps are concluded with Deutsche Telekom AG to fix the actual
cash flows of Magyar Telekom in HUF. Even though the Company does not apply hedge accounting, the change in the
HUF/EUR exchange rate has limited (net) impact on profit or loss and equity related to the hedged loans and the swaps
together.

Sensitivity analysis

A reasonably possible strengthening or weakening of the EUR in the table below against HUF as at December 31 would
have affected the measurement of loans denominated ina foreign currency and increased (+)/ decreased (-) equity and
profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular interest rates,
remain constant and ignores any impact of forecast sales and purchases. As the profit or loss effect would be the same as
the equity effect, only the formeris disclosed.

Profit or loss
Strengthening Weakening

12.31.2020

EUR/HUF (15% movement)

0T T (27,813) 27,813
SWAP AGTEEMENLS ...uereeeeeeeereeeeerereeseesereeseseseseeseesesessesesessessnseessenen 28,747 (28,747)
Net effect 934 (934)
12.31.2021

EUR/HUF (10% movement)

0T T (11,993) 11,993
SWaAP AIEEMENTS ....vveeeeirererereeeresereses ettt et tetesetesesesesesesnsssnsesans 12,242 (12,242)
Net effect 249 (249)

Other FX exposure

The Company’s remaining FX exposure is mostly related to (i) cash balances held by the Company in foreign currency, and
(i) operating activities through revenue from, and payments to, international telecommunications operators as well as (iii)
capital and operating expenditure contracted with vendorsin foreign currency. Inline with currency hedging policy, the
Company holds sufficient amounts of foreign currencies on its bank accounts or buys foreign currencies through FX
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forward transactions, the amounts of which are determined considering the balance of short-term FX denominated trade
and leases payables and trade receivables in the next period inorder to hedge the currency risk arising in connection with
those assets and liabilities. The Company’s foreign currency (EUR and USD) denominated liabilities (other than the above
described loans) exceed the Company’s foreign currency (EUR and USD) denominated assets, therefore changes in the
functional currencies’ exchange rates would have impact on the profit of the Company.

In order to reduce the above exposure, Magyar Telekom occasionally enters into derivative contracts. The positive fair
value of the open short-term forward positions was HUF 0.2 billion (asset) as of December 31, 2021 (2020: HUF 0.5 billion
asset). These positions were opened to mitigate the FX risks of future FX payments exceeding FX income.

Sensitivity analysis

A reasonably possible strengthening or weakening of the currencies in the table below against HUF as at December 31
would have affected the measurement of financial instruments denominated in a foreign currency and increased (+)/
decreased (-) equity and profit or loss by the amounts shown below. This analysis assumes that all other variables, in
particular interest rates, remain constant and ignores any impact of forecast sales and purchases. As the profit or loss
effect would be the same as the equity effect, only the formeris disclosed.

Profit or loss
Strengthening Weakening

12.31.2020
EUR/HUF (15% movement)
Net balance of FX trade payables, trade and financial receivables

PLUS DANK AEPOSITS. ..cuveeereeereeeeereeeree e (5,089) 5,089
Connected forward dealS.......cueeeeeeerereeeneereereeeeeeeeeeesenes 3,173 (3,173)
Net effect (1,916) 1,916

USD/HUF (15% movement)
Net balance of FX trade payables, trade and financial receivables

PLUS DANK AEPOSITS.....vveeeeeeeeeceeeeeeeeeeeeee ettt bbbt (65) 65
Connected forward deals........ouoveeeeeeeeeeeeeeeeeee st seeseeas 1,978 (1,978)
Net effect 1,913 (1,913)
12.31.2021

EUR/HUF (10% movement)
Net balance of FX trade payables, trade and financial receivables

PLUS DANK AEPOSITS. ..cvrvereeeererereeeeere ettt ettt s e e eeens (4,004) 4,004
Connected forward deals..........ooeveeeveveeeeeeeeeeeeeeeeeeeeee e 4,356 (4,356)
Net effect 352 (352)

USD/HUF (15% movement)
Net balance of FX trade payables, trade and financial receivables

PLUS DANK EPOSITS...vvvreeereeerirerererereeeeee ettt sesns (440) 440
Connected forward deals.........couieeeceeeeeeeeeeeceeee e 722 (722)
Net effect 282 (282)

Asaresult of the volatile international capital and securities markets, even a more than 10% fluctuation of the functional
currency HUF against EUR and a more than 15% against USD is possible as extraordinary market conditions may cause
extreme volatility on FX markets.
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5.1.1.2 Interest raterisk

Magyar Telekom is also exposed to interest rate fluctuations. Thisis due to the fact that changing interest rates affect the
fair value of the fixed-rate instruments and also affect the cash flows through the floating rate instruments.

Changesinthe marketinterest rates of non-derivative financial instruments with fixed interest rates does not affect Profit
for the year because none of them are measured at fair value through profit or loss. On the other hand, all financial
instruments with fixed interest rates (which are carried at amortized cost) are not subject to cash flow interest rate risk.

Changesin the market interest rate of interest rate derivatives (interest rate swaps, cross-currency swaps) that are not
part of a hedging relationship as set out in IFRS 9 affect Other finance expense - net (net gain/loss from re-measurement
of the financial assets to fair value).

Changesinmarketinterest rates affect the interest income or expense of non-derivative floating-interest financial
instruments for which no cash flow hedgesare in place.

Financial assets

Excess cash of the Company’s Hungarian operations is primarily used to repay loans, soit has no significant bank deposits.

Financial liabilities

Financial liabilities exposed to interest rate risk are primarily the related-party (DTIF, DT AG) and the related swap
agreementsin place. These loans are almost exclusively taken by the Company as the financing of the Company is
managed centrally. The analysis below describes the Company’s net exposure to the net interest rate risks related to the
loans and the related swap agreements.

As the vast majority of the debt portfoliois denominated in HUF, or swap agreements are in place so that the loans
payable are exposed to changes in HUF interest rates, the Company is mostly exposed to the HUF interest rate
fluctuations for its financial liabilities. To control this interest rate risk, a combination of fixed and floating rate debtis
used. Fixed interest-bearing debts (including loans swapped to fixed interest and excluding loans swapped to floating
interest) made up 76% of the Company’s total debt as of December 31, 2021 (2020: 95%).

Cash flow sensitivity analysis for variable rate instruments

Floating interest-bearing debts (including loans swapped to floating interest and excluding loans swapped to fixed
interest) made up 24% of the Company’s total debt as of December 31,2021 (2020: 5%).

A reasonably possible change of 300 basis points ininterest rates at the reporting date would have increased (decreased)
equity and profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign
currency exchange rates, remain constant. As the profit or loss effect would be the same as the equity effect, only the
formeris disclosed.

Profit or loss

300 bpincrease 300 bp decrease
12.31.2020
Floating rate iNStrUMENT......c.ccceeeeeeeeeeeeeeee e eenes (3,048) 3,048
INtErest rate SWaP...cceeueeeeeeereeeeeete ettt ennas 2,684 (2,684)
Cash flow sensitivity (net) (364) 364
12.31.2021
Floating rate iNStruMent.........ccccueeeeeee e (4,221) 4,221
INEErESt FAte SWaAP ..cvevereeeeerrreeieeeteeeestereeeeseereesesresesesssesseenesanaes 2,712 (2,712)
Cash flow sensitivity (net) (1,509) 1,509
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5.1.2 Credit risk

Creditrisk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge anobligation.

The maximum exposure to creditrisk as at the end of the reporting period are represented by the carrying amounts of the
financial assetsin the Statements of financial position. Guarantee agreements reducing the maximum exposure to credit
risk as at the end of the reporting period are described later in this section.

The vast majority of credit risks may arise in respect of Cash and cash equivalents, Bank deposits with original maturities
over three months and Trade receivables, most of which have short-term maturities.

In line with the Company’s risk management policy,Magyar Telekomdeposits the vast majority of excess cashin banks
rated at least BBB+ (or equivalent) or make efforts to get guarantees for these fixed-term deposits from banks rated at
least BBB+. We, however, also have current accounts in banks with lower ratings than this. Moreover, Magyar Telekom
prefersto depositin banks that grant loans to Magyar Telekom to make the compensation of deposits and loans possible
in case the bank defaults.

In the case of Cash and cash equivalents and Bank deposits with maturities over 3 months, credit risk is limited, as Magyar
Telekom placesits cashin Hungary with substantial credit institutions. Further, excess HUF cashiis also used for
repayment of the HUF-denominated loans and borrowings or is deposited at partner banks which grant loans to Magyar
Telekom, therefore, the credit risk related to cash held in HUF is very limited.

Concentrations of credit risk relating to trade receivables are limited due to the large number of customers comprising the
Company's customer base and their dispersion across many different geographic areas and industries.

The annual bad debt expense of the Company in 2021 was 1.8% (2020: 1.6%) of revenue. For further information see Note
3.3.

There are varying credit checking practices applied as described below.

Credit checking at the time of the service requestis carried out automatically by the credit checking application. A variety
of checks including checking the bankruptcy list, the internal database of risky installation locations, the collection history
of the past six months, the outstanding debt and the joint database of debtors of the Hungarian mobile operators are
performed depending on the service to be used. The Fraud Detecting System monitors extreme usage and fraudulent
behavior of customers for mobile, fixed-line and Internet services. In the case of business customers, account managers
check if the customer has outstanding debts.

Dunning procedures are run automatically by the billing systems and include various reminder tools like SMS, reminder
message via Telekom APP, telephone calls, reminder letters, restricted service, termination letters and disconnections. In
the case of medium and large enterprises the dunning process starts manually (first reminder letter). After the first step,
this processis also automated. Based on the effective laws and regulations and over a minimum overdue amount the
Company applies varying and customized reminder procedures with specific deadlines to the different customer groups.
After the termination of the contract and depending on the expected success of the process, we combine the different
collection steps of involving external partners, selling the outstanding debt or initiating legal proceedings. All parts of the
process are regulated by internal directives.
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5.1.3 Liquidity risk
Liquidity risk is the risk that an entity may encounter difficulty in meeting obligations associated with financial liabilities.

Prudent liquidity risk managementimplies maintaining sufficient Cash and cash equivalents and Bank deposits as well as
available funding through an adequate amount of committed credit lines. The Company’s finance management aims to
maintain flexibility in funding by keeping committed credit lines available. The undrawn bank credit lines amounted to
HUF 43.5 billion as at December 31, 2021 (2020: HUF 41.1 billion).

The following two tables summarize the maturity structure of Magyar Telekom’s financial liabilities including the interest
payable on those liabilities (undiscounted amounts) as of December 31, 2021 and 2020. As the majority of the financial
liabilities are paid from the cash generated from ongoing operations, the maturity analysis of the financial assets as at the
end of the reporting periods (in comparison with the financial liabilities) would not be useful, therefore, is not included in
the following tables.

12.31.2020

Total within1lyear 1toSyears afterSyears
Trade payables to third parties......cccceeeeeerecveceennnns 98,027 98,027 - -
Trade payablestorelated parties......ccccccveecreennen. 15,965 15,965 - -
Financial liabilities torelated parties..........ccceruunee. 202,031 111,273 90,758 -
Lease liabilities to third parties........ccceeeeereeeerennne. 153,438 23,900 68,362 61,176
Lease liabilities torelated parties......cccceeeveereeceenen. 9,115 1,964 7,149 2
BONAS ..ttt 74,502 1,015 4,060 69,427
Frequency fees payables .......coooorerreereccneeccncnenne. 106,631 8,145 26,704 71,782
Other financial liabilities.......cceeeeeeeveereceereceeecienns 3,831 3,701 130 -
Total cash outflows 663,540 263,990 197,163 202,387
Open swap positions’ cash flows
Gross cash inflow in EUR million.......cccccevveeveenenee. 520 271 249 -
Gross cash inflow in HUF million (at spotrate)..... 189,618 98,820 90,798 -
Gross cash outflow in HUF million..........cccccceevunee.. 174,480 87,505 86,975 -
Net cash inflow in HUF million.......coceoeeeesecnanncens 15,138 11,315 3,823 -
Open forward positions’ cash flows
Gross cash inflow in EUR million........cccccevvveiennne 58 58 - -
Gross cash inflow in USD million........ccccceveveieennne 44 44 - -
Total gross cash inflow in HUF million (at spot
1 1<) [P 34,261 34,261 - -
Gross cash outflow in HUF million.......cccceeeveveeenne 33,851 33,851 - -
Net cash inflow in HUF million.......ccccuememeensanaanaes 410 410 - -
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12.31.2021

Total withinlyear 1toSyears afterSyears
Trade payablestothird parties.....c.ccccveeereecrrnene. 99,753 99,753 - -
Trade payablestorelated parties.......cccccveecreeenee. 19,653 19,653 - -
Financial liabilities torelated parties.......c..ccccvrueneen 138,807 46,699 92,108 -
Lease liabilities to third parties.......ccceeeveereerernennenn 151,546 24,852 66,595 60,099
Lease liabilitiestorelated parties......ccceeeveereerennenn 9,193 1,497 7,678 18
BONAS et 73,797 1,015 38,167 34,615
Frequency fees payables ......cccouveeiecevreccerececeennne, 199,103 54,447 35,885 108,771
Other financial liabilities.......ccoeeeveeeeveeeecerececeeienns 2,273 2,129 144 -
Total cash outflows 694,125 250,045 240,577 203,503
Open swap positions’ cash flows
Gross cash inflow in EUR million........ccccceveveiienenne 251 1 250 -
Gross cash inflow in HUF million (at spot rate)...... 92,619 369 92,250 -
Gross cash outflow in HUF million........ccceevveeneee 86,974 1,910 85,064 -
Net cash inflow / (outflow) in HUF million........... 5,645 (1,541) 7,186 -
Open forward positions’ cash flows
Gross cash inflow in EUR million.........ccccceeeeevenceee. 198 198 - -
Gross cash inflow in USD million........ccccceveveieenne 15 15 - -
Total gross cash inflow in HUF million (at spot
21 1<) [P 77,948 77,948 - -
Gross cash outflow in HUF million........ccccveveennee. 78,542 78,542 - -
Net cash inflow / (outflow) in HUF million........... (594) (594) - -

The average maturity of Magyar Telekom’s debt portfolio was 3.07 years as at December 31,2021 (2020: 3.14 years). The
floating interest payments arising from the financial instruments were calculated using the last interest rates fixed before
December 31,2021 and 2020. Actual cash flows may be different if the floating interest rate changes in future periods.
For further information see Note 4.4.1.

5.2 Capital management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern
inorder to provide returns for shareholders and benefits for other stakeholders and to maintain an optimum capital
structure to reduce the cost of capital.

The Company’s management proposes to the owners (through the Board) of the Company to approve dividend payments
or adopt other changesin the Company’s equity capitalin order to optimize the capital structure of the Company. This can
be achieved primarily by adjusting the amount of dividends paid to shareholders, or alternatively, by returning capital to
shareholders by capital reductions, selling or buying own shares.

In 2021 the Board of Directors of Magyar Telekom approved HUF 15,311 million dividend (HUF 20,855 million dividend in
2020), and the Company’s Board recommends to declare a HUF 15,000 million dividend at the April 2022 Annual General
Meeting.

In addition to the above, according to the Hungarian Civil Code (2013.V.), Magyar Telekom has to ensure that the
Company’s Equity in the Separate Financial Statements does not fall below two thirds of its Common stock, i.e. the total of
the reserves should not be negative. The Company isin compliance with this regulation.

The equity capital, which the Company manages, amounted to HUF 636 billion on December 31, 2021 (2020: HUF 607
billion), see Note 16.
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6 INCOME TAXES

6.1 Income taxes — accounting policies

Income tax expense comprises current and deferred tax. Itis recognized in Profit or loss except to the extent that it relates
to a business combination, or items recognized directly in equity or in other comprehensive income.

6.1.1 Current taxes

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year and any
adjustment to the tax payable or receivable in respect of previous years. The amount of current tax payable or receivable
is the best estimate of the tax amount expected to be paid or received that reflects uncertainty related toincome taxes, if
any. It is measured using tax rates enacted or substantively enacted at the reporting date. Current tax alsoincludes any
tax arising from dividends. Current tax assets and liabilities are offset only if certain criteria are met.

Income taxes are comprised of corporate income taxes and other income taxes.

6.1.1.1 Corporate income taxes

Corporate income taxes are payable to the central tax authorities. The basis of the tax is the taxable entities’ accounting
profit adjusted for non-deductible and non-taxable items. The withholding tax relating to the dividend received is also
reported in corporate income taxes. From January 1, 2017 a flat corporate income tax rate of 9% has been enacted.

AsMagyar Telekom is listed on the Budapest Stock Exchange, it was obliged to adopt IFRSs inits statutory financial
statements from 2017 inaccordance with the Act C of 2000 on Accounting (HAR).

6.1.1.2 Otherincome taxes

Other income taxesinclude certain local and central taxes levied in Hungary on the companies’ net margins, usually
determined at a substantially higher level than the corporate tax base but applying a significantly lower tax rate. Other
income taxes include local business tax and innovation fee.

6.1.2 Deferred taxes

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and amounts used for taxation purposes.

Deferred tax is not recognized

= ifitarisesfrom theinitial recognition of an asset or liability ina transaction (other than a business combination) that at
the time of the transaction affects neither accounting nor taxable profit,

= ifitarises from the initial recognition of goodwill.

Deferred tax assets are recognized to the extent that itis probable that future taxable profit (or reversing deferred tax

liabilities) will be available against which the temporary differences can be utilized. Deferred tax assets, which are not

recognized, should be re-evaluated as of the financial statements date and recognized to the extent that itis probable

that future taxable profit will be available against which the temporary differences can be utilized.

Deferred tax assets are recognized for temporary differences relating to the subsidiaries and investments to the extent
that itis probable that the temporary difference will reverse in the near future, and a future taxable profit will be available
against which the temporary difference can be utilized.

Deferred tax liabilities are recognized for all taxable temporary differences relating to the subsidiaries and investment,
exceptfor the case that the Company controls the timing of the reverse of these temporary differences, and itis likely that
the relevant temporary differences will not reverse in the near future.

Deferred tax is measured at the tax rates that are expected to apply to temporary differences when they reverse using
income tax rates enacted or substantially enacted at the reporting date.
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In the Company’s statements of financial position, deferred tax assets and liabilities are offset and disclosed as deferred
tax asset or deferred tax liability based on their net balance.

6.2 Income taxesin the Statements of profit or loss and other comprehensive income

The table below shows the income tax expenses charged in the Profit for the year.

Income tax expense 12.31.2020 12.31.2021

Corporate iNCOME taX ..ccueeeeeeeereerieee e se e ene e ens 1,211 2,032
(0] 1 g T g ToTo] a g1 r= ) q=T T 8,336 8,570
Deferred taX EXPENSE ....cvecveeereireceeitecre e sre e st re et s s sbe b sre e e e e e eaeeneens 2,680 3,266
Total 12,227 13,868

6.2.1 Tax expense reconciliation

The reconciliation between the reported income tax expense and the theoretical amount arising from applying the
statutory income tax rates s as follows:

12.31.2020  12.31.2021

Profit before iNnCoME taX ....ccceeveceeieceeceseces e 53,779 68,412
Calculated amount Of taX 9% ...euecevereeeeeeeeeceereseeeereee e (4,840) (6,157)
Tax shield of items not subject to incomMe taX......coeeeereeeereccrencrncnes (@) 863 640
Tax impact of non deductible itEMS ......cceveevvereeeee v (b) (679) (561)
Other INCOME TAXES...ucururrurrreeeeeeesesesesesesesesesesese e sesesesessssssnsnens (c) (8,336) (8,570)
Impact of tax deductibility of otherincome taxes........ccccceeerrreeennene (d) 750 771
Investment tax credit acCretion ... vvvvessrer e (e) 15 9
Income tax expense (12,227) (13,868)
Effective taX rate .o 22.74% 20.27%

For explanations (a)-(e) see as follows.

(a) Thisline of the reconciliation primarily includes the tax shield impact of expenses, which are notincluded in the profit
before tax, but deductible when determining the separate corporate income tax base. These itemsinclude the
depreciation of assets (or additional values of assets) which are not included in the assets of the statements of
financial position, and which are not considered in the deferred tax calculation.

(b) This line of the reconciliation includes the negative tax impact of the expenses included in the profit and loss, but non
deductible when determining the corporate income tax base. These items primarily include the non deductible
receivable impairment and write-downs and penalties.

(c) Other income taxes include certain local and central taxes levied in Hungary. Other income taxes include the local
business tax and the innovation tax, levied in Hungary on the companies’ net margins, determined usually ata
substantially higher level than the corporate tax base, but with substantially lower tax rates (max 2%). As the first line
of the reconciliation calculates theoretical tax expense calculated using the corporate tax rate, the Hungarian local
business tax and the innovation fee impose additional income tax expenses on the Company, included in this line of the
reconciliation.

(d) The Hungarian local business tax and innovation fee are deductible expenses for corporate tax purposes, the positive
tax impact of whichisincluded inthis line of the reconciliation.

(e) Investment tax credit accretion includes the increase of the net present value of the investment tax credit deriving
from the utilization of the tax creditsin periods subsequent to the year of recognition. For further information see Note
6.3.2.1.
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6.3 Income taxesin the Statements of financial position

6.3.1 Current taxes in the Statements of financial position

Current tax assets and liabilities in the Statements of financial position represent the amount of corporate and other
income taxes receivable from, and payable to the Hungarian tax authorities.

6.3.2 Deferred taxesin the Statements of financial position

Magyar Telekom's deferred tax balances are as follows:

Balance at Balance at Balance at
December Effecton Other December Effecton Other December
31,2019 profit movements 31,2020 profit movements 31,2021

Deferred tax assets and (liabilities)

Investment tax credits (Note 6.3.2.1) ... 858  (3,108) 2,752 502 (4,258) 4,642 886
Impairment of receivables and inventory 1,360 (217) - 1,143 173 - 1,316
PPE and intangible assets .........ccccoeuu... (6,857) 552 - (6,305) 575 - (5,730)
GOOAWill.eeeereerieeeteeeeeeteee e (14,481) - - (14,481) - - (14,481)
Provisions for liabilities and charges...... 1,353 93 - 1,446 245 R 1,691
Totalnet deferred tax ......cc.cueeecrecrscnaca @az,767) (2,680) 2,752 (17,695) (3,265) 4,642 (16,318)
Of which deferred tax liabilities............. (21,338) (20,786) (20,211)
Of which deferred tax assets.................. 3,571 3,091 3,893

The Other movements column includes the increase ininvestment tax creditimproves energy efficiency recognized in
2021 and 2020.

Deferred tax assets arising from investment tax credits are recognized against the capitalized cost of the related asset
acquisition.

Temporary differences associated with investments in subsidiaries for which deferred tax liabilities or assets have not
been recognized amounted toa net liability of HUF 20,799 million at December 31,2021 (HUF 20,799 million was the
temporary difference not recognized at December 31, 2020).

Deferred tax liability on goodwill is related to the goodwill arising from the acquisition of subsidiaries (Emitel Zrt. and T-
Mobile) inthe Company’s Separate Financial Statements, which had mergedinto Magyar Telekom. The amortization of
goodwill isatax deductible expense in corporate income tax, while under IFRSs there is no amortization accounted in the
books. The difference deriving from the two types of accounting is represented by the deferred tax liability.

6.3.2.1 Investment taxcredits

In 2020 and 2021 Magyar Telekom accomplished a new tax credit program in order to increase energy effectiveness. In
order to utilize these tax credits, the Company had to meet certain audit requirements set out in the relevant tax
regulations and independent external auditors stated that the investments fulfill the criteria of energy effectiveness. The
investment tax creditis booked as a decrease from the investment costs of the assets, as well as a deferred tax asset of
the whole tax creditamountis booked accordingly. The Company utilizes HUF 4,267 million tax creditinthe 2021
corporate tax return, while the remaining HUF 886 million tax credit remains as deferred tax assetin the Company’s
books. The Company expects that the tax credit carried forward can be utilized inthe 2022 corporate tax return.
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The following table shows the details of the energy saving investment tax credits as of December 31, 2020:

2020 7,650 2,752 - (2,250) 502 2025

The following table shows the details of the energy saving investment tax credits as of December 31, 2021:

2020 7,650 2,752 9 (2,761) - 2025
2021 12,614 4,642 - (3,756) 886 2026
Total 20,264 7,394 9 (6,517) 886

In order to utilize the tax credits and certain tax deductibility opportunities earned by the Company, they had to comply
with strict requirements as set out in the relevant tax regulations. The Company fulfilled all requirements connecting
energy effective investment programs.

In 2020 Magyar Telekom utilized investment tax creditin the amount of HUF 858 million relevant to the “large investment
tax credit programs” commenced in 2013.

6.4 Income taxes in the Statements of Cash Flows

The company identifies its tax settlement of energy saving investment tax credit as an investing activity in the Statements
of Cash Flows.
The table below shows how the total cash flows from income tax are allocated over the activities:

Cash flows from operating activities (presented on the line income tax paid) ........... (11,724)
Cash flows from investing activities (investment tax credit utilized in2021) ............ 2,249
Cashflows from financing aCtiVitieS.......cceveeerierererese s -

Total cash flows from income tax (9,475)

Magyar Telekom made investments concerning energy saving for the first time in 2020, based on this the payment of the
reduced income tax was settled in 2021.

6.5 Taxreviews
The tax authorities may at any time inspect the books and records within five years from the end of the year when tax

declarations were submitted and may impose additional tax assessments with penalties and penalty interest.
Management is not aware of any circumstances which may give rise to a potential material liability in this respect.

6.6 Dividends paid by Magyar Telekom
The dividends paid and payable by Magyar Telekom to its owners may be subject to withholding or income taxes of the

owners, which do not have any impact on the amount of the dividend declared or onthe Company’s tax expense as these
taxes —if any —are levied onthe owners.
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7/ INVENTORIES

7.1 Inventories — Accounting policies

Inventories are stated at the lower of cost or net realizable value using the historical cost method of accounting and are
valued ona weighted average basis. The cost of inventories comprises all costs of purchase, cost of construction and
other costs incurred in bringing the inventories to their present location and condition. Net realizable value is the
estimated selling price inthe ordinary course of business less the estimated costs of completion and the estimated costs
necessary to make the sale.

Impairment losses on Inventories are recognized in Other operating expenses.

7.2 Inventoriesinthe statements of financial position

12.31.2020  12.31.2021

[INVENTOrY fOr FESALE ...ueeieeeeeeeee et 12,109 12,620
Other INVENTOIY ... e 537 596
Subtotal 12,646 13,216
IMD@IMMENT c.vveee ettt sre et e e sese et s be e sessebe s sesbesesssesserensesseesensessesan (3) (2)
Total 12,643 13,214

The Company has no inventory pledged as security as at December 31, 2020 or December 31,2021.

Impairment and its reversal are not significant, so noimpairment movement table is presented.

8 ASSETS AND LIABILITIES HELD FOR SALE

8.1 Assetsand liabilities held for sale — Accounting policies

Anasset (typically properties and closely related other assets) is classified as held for sale if itis no longer needed for the
future operations of the Company, and has been designated for sale, whichis highly likely to take place within 12 months,
and the assetis available forimmediate sale inits present condition, subject only to terms that are usual and customary
for sales of such assets. These assets are measured at the lower of their carrying amount and fair value less cost of
disposal. Depreciationis discontinued from the date of designation to the held-for-sale status. When an item of PPE or
intangible assetsis designated for sale, and the fair value less cost of disposal is determined to be lower than the carrying
amount, the difference is recognized in the Profit for the year (Depreciation and amortization) as animpairment loss.

8.2 Assets held for sale in the statement of financial position

The assets and liabilities classified as held for sale are disclosed below.

12.31.2020 12.31.2021
Property, plantand equipment........cccceeeeereceseceeecee e 489 115

Totalassets held for sale 489 115

Assets held for sale include primarily land and buildings that have been determined to be sold within 12 months, as a
result of the continuing improvement of utilization of properties.
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9 PROPERTY, PLANT AND EQUIPMENT (PPE)

9.1 PPE - Accounting policies

Property, plantand equipment are measured at historical cost less accumulated depreciation and any accumulated
impairment losses.

The cost of an item of PPE comprises its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates, any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the mannerintended by management. The initial estimate of the costs of
dismantling and removing the item and restoring the site onwhichit islocated isalsoincluded inthe costs if the
obligationincurred is recognized as a provision (see Note 13).

Government grants relating to the purchase of PPE are deducted from the original cost of the items and are recognized in
the Profit for the year through the reduced amount of depreciation of the related assets over their useful lives. Investment
tax credits relating to qualifying investment projects (Note 6.3.2.1) are also recognized in this manner.

Cost, inthe case of telecommunications equipment, comprises all expenditures including the cabling within customers'
premises and borrowing costs of related loans and corporate bonds.

Subsequent expenditure onan asset is capitalized if it is probable that the future economic benefits associated with the
expenditure will flow to the Company. Maintenance and repairs are recognized as an expense in the Profit for the year
whenincurred.

When assets are scrapped, the cost and accumulated depreciation are removed from the accounts and the loss is
recognized in the Profit for the year (Depreciation and amortization).

When assets are sold, the cost and accumulated depreciation are removed from the accounts and any related gain or loss
isrecognized in the Profit for the year (Other operating income/expense).

Depreciationis calculated on a straight-line basis from the time the assets are deployed and charged over their economic
useful lives. Onanannual basis, Magyar Telekom reviews the useful lives and residual values for consistency with current
development plans and advances in technology. For further details on the groups of assets impacted by the most recent
useful life revisions refer to Note 9.3. The annual revisions are conducted in the second quarter of the year and the
resulting changes are applied from the third quarter of the year. In addition to the regular revisions, any investment
decisions made throughout the year may also result ina change of useful life of a group of assetsin any period of the year.

The estimated useful lives assigned to different classes of property, plantand equipment are as follows:

Years
=T ] o gl R 5-50
DU T A oF- 1o L= aTe o - Y | O 3-38
Other telecommunications EQUIPMENT.......ccieeeeerieeceee e e e e e e e e e neeean 2-25
(014 T =To U170 0T 0| OSSR 2-50

Useful lives of property, plant and equipment in operation may increase if the asset is refurbished. Useful life change is not
automatic, only if it is significantly increased as a result of the investment, whichis based on well-founded technical
experts’ decision performed onindividual basis.

Assets that are subject to amortization or depreciation are reviewed forimpairment whenever events or changesin
circumstances indicate that the carrying amount may not be recoverable. Animpairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
the assets’ fair value less cost of disposal and its value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units — CGUs).
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The fair values of the individual items of property, plant and equipment of the Company in most cases cannot be
determined, as individual assets do not generate cash flows. Therefore, the Company determines the impairment of
separate assets on CGU level. From this point of view, the whole Company is considered as one CGU. The Company
determines fair values at CGU level, primarily by using discounted cash flow analyses. For further information see Note
3.2.

The impairment losses of PPE assets are accounted for in the Depreciation and amortization line of the Statements of
profit or loss and other comprehensive income.

191



9.2 PPE in the statements of financial position

Land and Telecom Other
buildings(a) equipment equipment Total

01.01.2020
GIOSS VALUE e eeeeeeeeeeeesssssssseeeeeeeeseseeeeenes 98,211 879,775 73,187 1,051,173
Accumulated depreciation.........cceeeeeeereeeenee (43,742) (602,480) (60,591) (706,813)
Carrying amount 54,469 277,295 12,596 344,360
Of which held for sale ........oeeveeeveeerereeeeeevenne, (656)

343,704
Carrying amount - 01.01.2020.......cccceevrurearns 54,469 277,295 12,596 344,360
[INVESTMENTS....eeiieeceeceeee e 1,160 69,045 2,517 72,722
Changes due to revisions of asset, retirement
OBligAtIONS ... 127 - - 127
DiSPOSALS...vcuererererererereee e (4,797) (337) (222) (5,356)
Depreciation charge.......cocoeeeeeveveveeesesecsesenens (2,940) (53,158) (5,125) (61,223)
Reclassifications.......ccoueeeeeeeeeeesesesseseens 629 (2,146) 1,517 -
Carrying amount - 12.31.2020.......c.cccecuuruuees 48,648 290,699 11,283 350,630
12.31.2020
GroSS VAlUB......cucueueueueeraeeeeeeeeseseesssesssssssesenans 88,615 926,459 72,862 1,087,936
Accumulated depreciation .........ececeeeveeeeenenee. (39,967) (635,760) (61,579) (737,306)
Carrying amount 48,648 290,699 11,283 350,630
Of which held for sale ........cceeveeeeeeeeereeeererenne, (489)

350,141
Carryingamount - 01.01.2021.........ccccecveermreen 48,648 290,699 11,283 350,630
INVESTMENTS....coieieeeeceeee et 555 63,193 2,526 66,274
Changes due to revisions of asset, retirement
(o] o] LT F- 4 o] 3L 254 - - 254
DiSPOSALS ...eeeevvereeeeeeeereeeeere ettt eeeeens (680) (416) (242) (1,338)
Depreciation charge....c.coeeeeeevereevenenereeeeserennnns (2,851) (55,0006) (4,242) (62,099)
Reclassifications.......ccceeeeeeeeeeceeceeeeciesieseeseeean 533 1,569 265 2,367
Carrying amount - 12.31.2021........c.cccecvmrmueece 46,459 300,039 9,590 356,088
12.31.2021
Gross ValUe....eeueeeeeereeereeereeesesesesteeseeseseenennas 88,984 937,463 70,087 1,096,534
Accumulated depreciation ........c.cceceeeeeeeeennee. (42,525) (637,424) (60,497) (740,446)
Carrying amount 46,459 300,039 9,590 356,088
Of which held for sale ........cccceveveveverereeeeerennnnne (115)

355,973
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The right-of-use assets by class of underlying asset are listed in the table below. For further information see Note 17.

Land and Telecom Other
Buildings(a) equipment equipment Total

01.01.2020

GroSS ValUE....cceueeeeeeeeeeeeeee e teee e seeneas 64,696 41,855 5,639 112,190
Accumulated depreciation.......ccceeeeerererererenas (9,405) (4,776) (1,906) (16,087)
Carrying amount - 01.01.2020.........ccsuseseseses 55,291 37,079 3,733 96,103
INVESTMENTS....coieieeeececee et 26,889 12,184 2,712 41,785
DiSPOSALS ...vveeeeceerereretee et (402) (1,995) (102) (2,499)
Depreciation charge......cccececeeereceeeeecreeeeennee. (10,065) (5,202) (2,177) (17,444)
Carrying amount - 12.31.2020.........cccceeuruene 71,713 42,066 4,166 117,945
12.31.2020

GIOSS VALUE. e eeeeeeeeeeeeeessesseeeeeeeeeeeeeeeenenns 90,991 50,739 7,791 149,521
Accumulated depreciation ........ccceeeeeeerrennn. (19,278) (8,673) (3,625) (31,576)
Carrying amount 71,713 42,066 4,166 117,945
Carrying amount - 02.01.2021 ..ooovvvvvomueeren. 71,713 42,066 4,166 117,945
INVESTMENTS.....eeeeeeceeeeeeeeceee et 8,529 13,808 1,893 24,230
DiSPOSALS...ucueuerererererereee e (962) (439) (69) (1,470)
Depreciation Charge......coeeeeeeceeveeceveeeeeeseenes (10,399) (6,247) (1,868) (18,514)
Reclassifications.......ceeeveveeeeeceeeeceeeeereeeeseeeens - (2,205) - (2,205)
Carryingamount - 12.31.2021...........cccoeeeeen 68,881 46,983 4,122 119,986
12.31.2021

GroSS VALUE.....cccueeeeceecececeecee et 97,524 61,325 8,636 167,485
Accumulated depreciation ..........ceeeeeeevereeeeanee (28,643) (14,342) (4,514) (47,499)
Carrying amount 68,881 46,983 4,122 119,986

(a) The classes of land and buildings were reviewed,and it was concluded that they are similar in use in Magyar Telekom’s
operations, therefore their aggregated balance is disclosed in a single column. This presentationisalsoin line with
industry practice. Comparative informationis presented accordingly.

The closing balance of Property, plantand equipment (PPE) includes assets under constructioninan amount of HUF
44,910 millionas at December 31,2021 (2020: HUF 52,622 million). In the table above, the assets under construction are
shown inthe categories where the asset is expected to be classified when placed into service.

Changes due to revisions of asset retirement obligations represent the adjustments of the carrying amounts of the assets
against a provision for asset retirement obligation (see also Note 13.2.4).

The amount of reclassifications and its effect on depreciation are not significant.

Investments represent the regular investing activity in PPE assets.

No impairment was identified in 2020and 2021.

The Company has no PPE with restricted titles or pledged as security as at December 31, 2021 or December 31, 2020.
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9.3 Review of useful lives

Reviews of the useful lives (and residual values) of property, plant and equipment based on the strategic directions and
accepted annual development plans conducted in 2021 affected the useful lives of a large number of assets. The revisions
resulted in the following change in the original trend of depreciationinthe current and future years.

2021 2022 2023 2024 After 2024
Increase / (decrease) in depreciation expense .. (360) 742 874 62 (1,318)

Reviews of the useful lives (and residual values) of property, plant and equipment based on the strategic directions and
accepted annual development plans conducted in 2020 affected the useful lives of a large number of assets. The
shortened useful life of copper network elementsis driven by preparations to the copper retirement program. The
revisions resulted in the following change in the original trend of depreciationin the current and future years.

2020 2021 2022 2023 After 2023
Increase / (decrease) in depreciation expense .. 6,495 2,685 (1,176) (1,283) (6,721)

10 INTANGIBLE ASSETS

10.1 Intangible assets — Accounting policies

Intangible assets (excluding goodwill) are measured at historical cost less accumulated amortization and any
accumulated impairment losses.

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use. These
costs are amortized over the estimated useful life of the software. Costs associated with developing or maintaining
computer software programs are generally recognized as an expense as incurred. Costs directly associated with the
production of identifiable and unique software products controlled by the Company, and that will probably generate
economic benefits exceeding costs beyond one year, are recognized as intangible assets. Direct costsinclude the
software development employee-related costs and an appropriate portion of relevant overhead and borrowing costs.

Computer software development costs recognized as assets are amortized over their estimated useful lives. Most
computer software capitalized include acquired elements representing the majority of the costand own costsincurred to
alesser extent. These are considered non self developed software. Computer software fully developed by own resources
represent an immaterial portion of all software, therefore these are not disclosed separately.

Costs associated with the acquisition of long-term frequency licenses are recognized as an intangible asset when the
Company receives a right to charge users of the service provided under the license. The present value of the future annual
payments for the use of the frequencies are also capitalized if these payments can be estimated reliably, or otherwise
recognized as Other operating expenses in the year the payment obligation refers to. The useful lives of concessions and
licenses are determined based on the underlying agreements and are amortized on a straight line basis over the period
from availability of the frequency for commercial use until the end of the initial concession or license term. Renewal
periods are considered in the determination of useful life only if the Company estimates that it will be realized without
further consideration to be transferred.

Amortization of intangible assets is calculated on a straight-line basis from the time the assets are deployed and charged
over their economic useful lives. Other than goodwill, the Company has no intangible assets with indefinite useful life. The
amortization expense is presented in the depreciation and amortization line of the Statements of profit or loss and other
comprehensive income.

On anannual basis, Magyar Telekom reviews the useful lives for consistency with current development and replacement
plans and advances in technology. For further details on the groups of assets impacted by the most recent useful life
revisions refer to Note 10.3. The annual revisions are conducted in the second quarter of the year and the resulting
changes are applied from the third quarter of the year. In addition to the regular revisions, any investment decisions made
throughout the year may also resultin a change of useful life of a group of assets in any period of the year.

The estimated useful lives of intangible assets other than goodwill are as follows:
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Years
SO EW AT ettt a e e b e ae e he e ae e e e e et e e e s e s e aenenannan 2-24
CONCESSIONS AN LICENSES. ... eeitererecteirecteitecte sttt et be et e e e e e e e e e e e e eseensesseseensensan 3-25
Other INtaNgIDLE @SSETS ....creieeeieeeeeeeie ettt e e e e e eeenea 3-10

At the date of transition to IFRS (January 1, 2016)the Company recognized goodwill on those investments that merged
into the Company after their acquisition but before the date of transition to IFRS inits separate statements of financial
position.

Goodwill represents the amount by which the cost of anacquisition exceeds over the fair value of the Company’s share of
the net assets and contingent liabilities of the acquired business at the date of acquisition. Goodwill is carried at cost less
any accumulated impairment losses. Impairment testing is carried out onan annual basis for all goodwill based on the
carrying values as at December 31. Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an
entity or businessinclude the carrying amount of goodwill allocated to the entity or business sold.

In determining whether an asset that incorporates both intangible and tangible elements should be accounted for as
property, plant and equipment or as an intangible asset, management uses judgement to assess which elementis more
significantand recognizes the assets accordingly.

Assets that are subject to amortization or depreciation are reviewed forimpairment whenever events or changesin
circumstances indicate that the carrying amount may not be recoverable. Animpairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
the assets’ fair value less cost of disposal and its value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units — CGUs).

The fair values of the individual intangible assets of the Company in most cases cannot be determined as individual assets
and do not generate cash flows. Instead, the Company determines CGUs to which the individual assets are allocated and
the fair values canonly be determined at CGU level, primarily by using discounted cash flow analyses. See also Note 3.2.
Corporate assets which have the distinctive characteristics of not generating cash inflows independently of other assets
or groups of assets are allocated to CGUs when conducting impairment tests.
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10.2 Intangible assetsin the statements of financial position

Concessions
Goodwill andlicenses Software Other Total

01.01.2020

Gross value.......coeeeeeeeeereeceecieecnnens 173,572 191,343 284,798 10,600 660,313
Accumulated amortization.......... - (86,404)  (210,606) (4,263) (301,273)
Carrying amount........c.ceoeeeseeenanes 173,572 104,939 74,192 6,337 359,040
Carrying amount - 01.01.2020 173,572 104,939 74,192 6,337 359,040
Investments.......cccoceeeeeeceeeeeenenne. - 92,583 12,707 2,863 108,153
Amortization charge.........cceu.e.. - (17,286) (18,889) (2,030) (38,205)
Reclassification.......c.ccceeeveerveuenee. - - - - -
Carrying amount - 31.12.2020 173,572 180,236 68,010 7,170 428,988
12.31.2020

Gross value......cceeeeeueueeeeeereueennnen. 173,572 281,733 292,953 13,463 761,721
Accumulated amortization.......... - (101,497) (224,943) (6,293)  (332,733)
Carryingamount........cccceceeeeerenns 173,572 180,236 68,010 7,170 428,988
Carrying amount - 01.01.2021 173,572 180,236 68,010 7,470 428,988
Investments......cccceeeeeeeeercercceennens - 83,090 18,763 2,839 104,692
DiSPOSAlS....crerereererrrerereenenenes - - (4) - (4)
Amortization charge........cccu....... - (19,271) (19,812) (3,033) (42,116)
Reclassifications......co..eeeeeeveeereeeees - - - (163) (163)
Carrying amount — 31.12.2021 173,572 244,055 66,957 6,813 491,397
12.31.2021

Gross Value......ccceeerereeeererennenens 173,572 343,512 282,740 15,724 815,548
Accumulated amortization.......... - (99,457)  (215,783) (8,911)  (324,151)
Carrying amount........c.ccoceeeeeeenes 173,572 244,055 66,957 6,813 491,397

The amortization expense, as well as the impairment losses of intangible assets, including also goodwill, is accounted for
inthe Depreciation and amortization line of the Statements of profit or loss and other comprehensive income. The amount
of reclassifications and its effect on depreciation are not significant.

Investments represent the regular investing activity inintangible assets and the new frequencies were acquired

in 2021 thatsignificantly increased the book value of concessions and licenses. HUF 83.1 billion was recognized
consisting of the one-time spectrum fee and the present value of annual band fees related to 900 MHz, 1800 MHz
spectrums. The useful life of these frequencies and the present value calculations are based on the term of rights of use
for these frequencies. For further information see Notes 3.5, 4.4.3.1,10.5,28 and 34.2

The Company has no intangible assets with restricted title or pledged as security as at December 31, 2021 or December
31,2020.
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10.3 Useful lives

The reviews of the useful lives of intangible assets based on the strategic direction and accepted annual development
plans during 2020 and 2021 affected the useful lives of a large number of assets primarily software. The revisions resulted
in the following change in the original trend of amortizationinthe current and future years.

Increase / (decrease) in depreciation expense (1,135) 261 948 138 (212)

Increase / (decrease) in depreciation expense (510) 352 171 94 (107)

10.4 Goodwill

At the date of transition to IFRS (January 1, 2016)the Company recognized goodwill on investments that merged into the
Company after their acquisition but before the date of transition to IFRS in its separate statements of financial position.

The Company recognizes goodwill for the following merged investments:

T-MODILE ettt e 161,374 161,374
KTV/T-KADEL cuururererereeseeireresseses st sesestsesessssss e sesanssssenens 4,408 4,408
T-ONLINE ottt 54 54
= a1 (=1 7 o ST 6,471 6,471
DEL-VONALKFL. .. se s sesesaseneeens 100 100
Cable TV acqUISItiONS ....ccccueeerecereeeesiee e 462 462
Modultechnika Kft. ......cccoeeiererieeeierereeeseree e 703 703
Total 173,572 173,572

The Company is a considerable part of the MT-Hungary segment on Magyar Telekom Group level. The goodwill presented
inthe Company was tested as the considerable portion of this segment. The recoverable amount of the MT Hungary
segment significantly exceeds the carrying amount, therefore there is no indication that the goodwill presented in the
Company may be impaired.

For the goodwillimpairment tests, the total amount of goodwill was allocated to the operating segments of the Group and
the recoverable amounts of the operating segments were determined based on fair values less costs of disposal based on
Level 3inputsinthe fair value calculations (Note 4.5.1). The recoverable amounts of the segments disclosed in the table
below exclude net debts, which are not allocated to the segments. For further information, please also see Note 3.2.

MT-Hungary........ 192,938 957,766 1,687,521 192,314 1,035,769 1,507,266

The Group regularly carries out animpairment test on goodwill in the last quarter of the financial years, while a simplified
goodwill impairment testis conducted quarterly based on the maininput changes. During the impairment tests
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conducted in 2020 and 2021 no goodwillimpairment was established for any goodwill.

10.5 Significantindividual intangible assets

The Company’s most significant individualintangibleassets are the mobile licenses. The carrying values and remaining
amortization periods of the significant licenses are listed in the table below. For further information on these assets, please
see Note 34.2.

12.31.2020 12.31.2021
Remaining Remaining
Carrying amortization Carrying amortization
amount period (years) amount period (years)

7O0OMHZ...o e 40,554 19 38,447 18
E}QQ MHz ................................................... 29,660 13 27,463 12
QOO MHZ..eeeieeeeeeeeeeeeeee et 8,441 13 39,584 12-21
1800 MHZ e 24,989 13 67,774 12-21
2100 MHZ e 32,505 6-19 29,047 518
2600 MHZ ... 13,347 13 12,358 12
26 GHz.o e 339 3-6 242 2.5
3600 MHZ .o 30,025 19 28,905 18
Other e 376 1-6 235 5
Total concessionsandlicenses.............. 180,236 244,055

11 INVESTMENTS

11.1 Investments — accounting policies

Investments in subsidiaries, associates and joint ventures are measured at cost less any accumulated impairment losses.
Cost of aninvestment is the fair value of consideration given, including contingent considerations and transaction costs
incurred during the acquisition process.

The Company examines whether an investment may or may not be impaired by using internal and external information.
Magyar Telekom implemented the requirements of the IAS 36 standard as follows:

If the carrying amount of investment exceeds HUF 20 billion thenits recoverable amount is always analyzed using a DCF
model (irrespective of whether there is any indication of impairment or not).

If the carrying amount of aninvestment does not exceed HUF 20 billion then the Company examines, considering the
following, whether there were any changes related to these investments which requires the preparation of impairment
assessment based onthe DCF model:

1) The Company examines whether during the period there were or whether there are expected to be any
significantadverse changes in the market or in the technological, economic and legal environment of the
investment.

2) The company examines the forecasted results of its investments.

3) Ifsubsidiaries, joint ventures or associates pay dividend then it has to be examined whether the investments’
carrying amountinthe Company’s Separate Financial Statements exceeds the carrying amount of the investee’s
net assets (including goodwill) recognized in the consolidated financial statements. In addition, it has to be
examined inthe period the dividend was declared whether the dividend exceeds the total comprehensive income
accumulated since the acquisition of the control whichis subjectable for declaration as a dividend.

If any of the above three examinationsindicates that the market value of the investment declines below its carrying
amount then the Company prepares the impairment assessment based ona DCF model also for that investment where
the carrying amount does not exceed HUF 20 billion.
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If the carrying amount of the investment exceeds its recoverable amount, the Company recognizes the necessary
impairment loss. If the recoverable amount of the investment exceeds its carrying amount, noimpairmentis necessary.
When the estimates used to determine anasset’s or a CGU’s recoverable amount have improved since the lastimpairment
loss was recognized, the impairment loss that was previously recognized for the asset, other than goodwill, is reversed.

In this case the carrying amount of an assets shall not be increased above the lower of:

= jtsrecoverable amountand

= the carrying amount that would have been determined without any priorimpairment loss.
For further information see Note 3.2.2.

11.2 Investments

Subsidiaries are entities controlled by the Company. The Company controls an entity whenitis exposed to, or has rights to,
variable returns fromits involvement with the entity and has the ability to effectthose returns through its power over the
entity. The existence and effect of potential voting rights that are presently exercisable or presently convertible are also
considered when assessing whether the Company controls another entity.

AsDecember 31,2020and 2021, the Company's investments in subsidiaries are summarized as follows.

01.01.2020 12.31.2020 12.31.2021

Opening  Changesin  Carrying  Changesin Carrying

balance 2020 amounts 2021 amounts
Stonebridge A.D. ... 77,999 - 77,999 - 77,999
T-Systems Magyarorszag Zrt. 41,984 - 41,984 - 41,984
CombridgeS.R.L. .coueueeernnee. 2,544 - 2,544 - 2,544
Novatel E.O.0.D. .....cceueueuence 1,999 - 1,999 - 1,999
Investel Zrt. ..oooeeeeeeeeeeeeeenee 1,658 - 1,658 - 1,658
(013 1=Y GO 5,480 (54) 5,426 - 5,426
Total 131,665 (54) 131,610 - 131,610

The Company examined the indicators mentioned in Note 11.1 and carried out the tests as necessary which did not result
into any impairmentin 2021.

The ESOP (Employee Share Ownership Program) Organization was a special organization of Magyar Telekom which was
controlled by the Company without any shares init. The voluntary liquidation of the ESOP Organization ended in 2021.

Shortdescriptions of companiesin which Magyar Telekom has significant shares:

Stonebridge Communications A.D. Skopje (Stonebridge A.D.)

In December 2000, Magyar Telekom, on behalf of a consortium, reached an agreement with the government of the
Republic of North Macedonia to purchase 51 percent of Makedonski Telekom A.D., the leading telecommunication
provider of North Macedonia. The 51 percent ownership acquired by Magyar Telekom was contributed in 2001 to a newly
established Macedonian holding company, Stonebridge A.D. residing in Skopje which is owned 100% by Magyar Telekom.

T-Systems Magyarorszag Zrt. (TSM Zrt.)

In 2006 Magyar Telekom purchased the 100% ownership in KFKI Zrt. (the predecessor of T-Systems Magyarorszég Zrt.). In
the course of the years the company acquired several firms which subsequently merged into the company.

In December 2021, the Magyar Telekom Group signed an agreement for the sale of the total of its 100% shareholding in
Pan-Inform Kft. by its sole owner of TSM Zrt. The scope of the agreement covers the support and development operations
provided for central digital healthcare servicesin Hungary and for the related hospital information system, that partially
had beeninvolved inthe operation of TSM Zrt. at year-end 2021. This transaction did not affect the value of the
investment.
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Combridge S.R.L.

The company is an alternative telecommunication service provider of Romania. Its main activities are: international and
domestic leased line connection, international internet access, international IPVPN services, roaming services and
international VolP call termination. Magyar Telekom has a 100% share in Combridge S.R.L.

Novatel E.0.0.D.

The company was established in 2004 with headquarters in Bulgaria. The company's main activities are: international and
domestic leased line connection, international internet access and IPVPN services, roaming services, infocommunication
business solutions and international call termination. Magyar Telekom hasa 100% share in Novatel E.0.0.D.

The Company had noinvestmentin associates at December 31,2020 and 2021.

A jointarrangementis an arrangement whereby two or more parties have joint control.

Ajointventure isajoint arrangement whereby the parties that have joint control of the arrangement have rights to the net
assets of the arrangement. Joint control is the contractually agreed sharing of control of an arrangement, which exists
only when decisions about the relevant activities require the unanimous consent of the parties sharing control.

Associates are entities over which the Company has significant influence but not control, generally reflecting a voting
right between 20% and 50%.

The Company lost the joint control and significantinfluence over E2 Hungary Zrt. in February 2020 based on the
agreement with MET Holding AG and after the approval of various competent authorities.

Following the loss of joint control and significant influence the investmentin E2 Hungary Zrt. is accounted for as an equity
investment measured at fair value through Profit or Loss under IFRS 9 and disclosed in Other non-current financial assets.
The transaction did not generate a cash movement (see also Note 4.2.3.2).

Asaresult, HUF 1,000 million was disposed from the investment in the joint venture on the date of the loss of the joint
control and significantinfluence. At the same time HUF 1,155 million was initially recognized in the other non-current
financial asset, and HUF 139 million was recognized as a financial liability under IFRS 9 pertaining to the call option of MET
Holding AG. on this investment, disclosed in Other non-current financial liabilities (see also Note 4.5.1.3)which resulted in
aHUF 16 million gain. See subsequent measurement of the call option under Note 4.5.1.2.

The Company had noinvestmentin joint ventures at December 31,2020and 2021.

11.3 Jointoperations

Magyar Telekom and Telenor Hungary agreed in 2015 tojointly operate and develop their 800MHz 4G mobile networks in
all parts of Hungary except Budapest. The primary goal of the agreement was to accelerate 4G mobile broadband
coverage rollout in the countryside and to offer higher bandwidth to the 4G customers, in line with the coverage
obligations of the 800 MHz spectrum contract signed in 2014 with the NRA. Based on the agreement, Telenor Hungary
maintains sitesin West Hungary and Magyar Telekom operates base stations in the eastern region of the country.

The Company assessed the agreement as joint operation as strategic decisions are made jointly by Magyar Telekom and
Telenor, and there is no separate vehicle to control the operation of the arrangement. The Company does not share the
obligations for liabilities and any returns or expenses beyond the assetsincluded in the agreement.

Therefore, only the assets owned by the Company are recognized while there is no need to present the partner’s assets,
liabilities, or revenue and expenses. The charges from Magyar Telekom to Telenor and from Telenor to Magyar Telekom
are almost equal and settled on a net basis and accounted for in the Statements of profit or loss and other comprehensive
income and the effect of this settlement is not significant.

If any of the partiesinitiates the termination of this contract, in order to ensure the continuous service for the customers
the Company might be exposed to additional capital expenditure. The probability is estimated remote by the
Management currently.
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12 OTHER ASSETS

Other assets usually include current and non-current receivables considered non-financial instruments.

12.1 Othercurrentassets

12.31.2020 12.31.2021

Accrued income and prepayments for costs and eXpenses......cceceeveevererereenne. 1,861 3,121
Other taX reCeIVADLE v it e 313 858
(014 T = ToT =T LV o] LT 452 326
Total 2,626 4,305

12.2 Other non-current assets

Other non-current assets include assets recognized from the costs to obtain contracts with customers (amounting to HUF
6,089 million, see Note 18.4) and HUF 36 million long-term prepaid employee benefits relating to housing loans provided
by the Company to employees at lower than market interest rates.

13 PROVISIONS

13.1 Provisions — Accounting policies

Provisions are recognized when Magyar Telekom has a present legal or constructive obligation (excluding executory
contracts) as a result of past events and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligationand areliable estimate of the amount of the obligation can be made.

Provisions are measured at the best estimate of the economic outflow required to settle the present obligation at the
reporting date. The estimate can be calculated as the weighted average of estimated potential outcomes or can also be
the single most likely outcome.

Provisions expected to fall due after 12 months are determined by discounting the expected future cash flows at the pre-
tax rate that reflects current market assessment of the time value of money and the risks specific to the liability. The
unwinding of the discount is recognized as Interest expense.

Expenses for provisions are recognized in the line item of the Statements of profit or loss and other comprehensive income
where the actual expense is expected to be presented. When a provisionis released unused, itis released to the same line
item of the Statements of profit or loss and other comprehensive income where it was originally provided for. Provisions
made for liabilities expected to be incurred in foreign currency are recognized in the functional currency at the spot FX
rate, and any change in the provisioninthe functional currency as a result of a subsequent change inthe FX rate is
recognized in Other finance expense — net.
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13.2 Provisionsin the statements of financial position

Severan-  Share- Other Total
ce based employee employee Legal
payment payments -related -related cases ARO Other Total

01.01.2020....cccemrurereens 1,150 1,414 8 2,572 1,292 7,981 1,690 13,535
Reversed ......ccceeeeeernne. (346) (121) . (467) (472) (39) (888) (1,866)
Additions.....ceeeerererenne. 4,459 1,486 3 5,948 23 166 1,066 7,203
INterest ...ceveeeeeeeeeeceeenee. - (3) . 3) (318) 127 - (194)
Utilized (incl. interest

component)........ccceee.... (3,392) (915) 3) (4,310) (70) (25) (1,663) (6,068)
12.31.2020.....cccccceeeermnes 1,871 1,861 8 3,740 455 8,210 205 12,610
Of whichcurrent............. 1,655 1,144 . 2,799 - 16 191 3,006
Of whichnon-current...... 216 717 8 941 455 8,194 14 9,604
01.01.2021......ccccvuruneee 1,871 1,861 8 3,740 455 8,210 205 12,610
Reversed ......coceeeveeenne. (330) (88) (1) (419) (19) (8) (335) (781)
Additions.......cceeueeeeennee. 1,989 1,663 3 3,655 552 262 1,909 6,378
INterest ....coueeeeeereecnenes - (6) - (6) 486 174 - 654
Utilized (incl. interest

COMPONENt).uvrveerrrrrerennne (2,914) (1,133) (1) (4,048) (22) (42) (450) (4,562
12.31.2021.......ccccceeeemeee 616 2,297 9 2,922 1,452 8,596 1,329 14,299
Of which current............. 485 1,499 - 1,984 - 24 165 2,173
Of which non-current..... 131 798 9 938 1,452 8,572 1,164 12,126

The Interest lines in the table above include the subsequent unwinding of the discount applied at initial recognitionand
the interest element of any provision recognized, as well as the release of the interest / accretion elementin the case of
reversal of provisions.

Magyar Telekom does not expect any reimbursement with regards to the provisions recognized, therefore no related
assets have been recognized in the financial statements.

13.2.1 Severance payment

The majority of the provision for severance as at December 31, 2021 relates to the stand-by-pool and the employee
terminations payable in relation to the 2022 efficiency improvementin Magyar Telekom. The stand -by-pool of employees
includes people whose legal status is an employee, however, these people do not provide services to the Company any
more, but the Company provides a reduced amount of compensation and pays social security expenses for them. Thisisa
manner of severance that is not paid in one lump sum butin monthly installments. The majority of the provision for
severance as at December 31, 2020also related to the stand-by-pool and the employee terminations paid in relation to
the 2021 efficiency improvementin Magyar Telekom.

541 employees left the Company in 2021 (2020: 625), related to which termination payments were made. The balance of
provisionasat December 31, 2021 relates to 96 employees and stand-by-pool of employees (2020: 283).

The total payments made inrelation to employee terminationin 2021 amounted to HUF 3,178 million (2020: HUF 3,844
million).

13.2.2 Share-based payments

Share-based payments are detailed in Note 20.1.2.
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13.2.3 Legal cases

Provisions for legal cases mainly include amounts expected to be paid to regulatory and competition authorities as well as
to ex-employees and trading partners as a result of legal disputes. There are numerous legal cases for which provisions
were recognized, which are individually not material.

13.2.4 Asset retirement obligations (ARO)

Asset retirement obligations primarily exist in the case of the telecommunications structures constructed on third parties’
properties. The Company carries out a revision of the necessary provisions every year. The revisions did not result in
material changesin 2021 or 2020.

13.2.5 Other provisions

Other provisionsinclude guarantee obligations, onerous contracts and further other individually smallitems.

14 OTHER CURRENT LIABILITIES

12.31.2020  12.31.2021

Other taxes and SOCIAl SECUTITY .vvvreverererere s 9,305 7,056
Salaries AN WaAGES...coeeueereriereereese e eeneen 5,468 4,828
Deferred revenue and advances reCeived .......ccuvvvvvnenienesesesiesessenens 2,132 2,040
Unused advance payments for asset-related grants........cccceeeveevererennene (a) 21 12
Dividend payable to non controlled interest.......ccovevivvienieiieniesencesienenns 17 17
Other lIabiliTieS ..oveueereeereeeeeeeeeete ettt ne e e nes 123 40
Total 17,066 13,993

(a) For further information see Note 4.2.3.2 (a).

15 OTHER NON-CURRENT LIABILITIES

The table below shows the balances of Other non-current liabilities.
12.31.2020 12.31.2021
Other financial liabilities — non-current..........cccceeeeeveveeciececceeceeceeceeceeeeee 2,907 2,474

Bonds were initially recognized in 2020 at fair value (HUF 67,875 million) net of transaction costs (HUF 12 million)
incurred and increased by premium received (HUF 2,948 million), which resulted ina 1.2579% yield. The bond is
subsequently measured at amortized cost under IFRS 9. Any difference between the proceeds (net of transaction cost)
and the redemption amount are recognized in profit or loss over the period of the liability using the effective interest
method.

For furtherinformation please see Note 4.4.2.

16 EQUITY

Equity reconciliation table

In accordance with Act C of 2000 on Accounting (HAR) effective in Hungary, the following equity reconciliation table
shows the reconciliation between the components of equity presented in these financial statements (under EU IFRS) and
the equity components defined by Section 4 (a) 114/B of HAR. The reconciliation consists of an allocation of equity
components under EU IFRS to equity components under HAR and adjustments for differences between the equities
determined on different bases
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31.12.2020 31.12.2021
(070 0010 0T A3 o o3 USRS 104,274 104,274
TS Y-SR 470,309 496,550
QL= K0T V83 o o] (9,351) (19,566)
Profit Or LoSS fOr the YEAT ..eeiiiiieieieee e e 41,552 54,544
Equity in accordance with IFRS (SECtion 4 114/B) .....ccccceeeeresescsessesessessesessessssessssessssessessssasas 606,784 635,802
SECtioN 4 (@) 114/B EQUILY .ccceeererserursercsersesessessesnssssnsessssessssssssssssssnsssssssnssssasssssessssssssssssssnssssnsansn 606,784 635,802
Common stock provided for by the articles of association if that qualified as an equity
Loy AV =Y o S 104,274 104,274
Nominal value of own shares repurchased (=) ....eceeererererereseseeseeesesesresre e sre e e sseeeesaenens (2,198) (4,578)
Section 4 (b) 114/B Common stock in accordance With IFRS*........c.ccucvrersersessessessersessessessassanses 102,076 99,696
Section 4 (c) 114/B Subscribed but Unpaid CAPItal....c..ccvseeerseeerserarsesarsarsessesessesessessssesnssessssessess - -
Sum of all part of equity that does not comply with the definitions of common stock, subscribed
but unpaid capital, retained earnings, valuation reserve, profit or loss for the year or restricted
reservesinaccordance WithIFRS ...t e e e e e enne e 20,226 12,390
Section 4 (d) 114/B Capital F@SEIVES....uureurrurrurrarsarsarsasssessesssssesssssssssssssssssesssssessessessessessessassasses 20,226 12,390
Previous years’ profitaccumulated and not yet distributed for the owners disclosed in the
financial statementsinaccordance withIFRS that may not include other comprehensive income
= T 442,931 469,171
Section 4 (e) 114/B Retained €arnings.......cccueereureersursnssnseasssssssssssssssssssssssssssssssssessessessessessassasses 442,931 469,171
Section 4 (f) 114/B Valuation reserve - -
Profit or loss for ongoing activities disclosed in statement of performance in itsown right within
the comprehensive income statement or in the separate profit and loss statements................ 41,552 54,544
Section 4 (g) 114/B Profit or loSS fOr the Y A .....ccceeererrrersrssaessessessessessessessessessessesssssassasses 41,552 54,544
Section 4 () 114/B ReStriCter rESEIVES ....cuvueursersrsessmssssessssessessssmsssssssnssssssssssssssssnssssssnsssssnsens - -
Section 5(a) 114/B Reconciliation of the capital registered by the Court of Registry with the
subscribed capital under IFRS
Capital registered by the Court 0f REGIStIY .....cocueeiireeiieeeee e 104,274 104,274
Subscribed capital UNAer IFRS .........oo ittt see e et esreeseeesseeenee 102,076 99,696
Difference (nominal value of treasury stock repurchased) ........cccuovsessessessessessessessessessessensens 2,198 4,578
Section 5(b) 114/B Untied retained earnings available for the payment of dividends
Retained earnings (contains profit or loss of the last financial year) .........cccceeveeveveeeiesreeieenens 484,482 523,715
Untied retained earnings available for the payment of dividends..........cccoeoiieciiiiciiiinicecerences 484,482 523,715

*Common stock shows the value of common stock recorded in article of associationin the balance sheet, the table above

contains the deduction defined in the relevant sections of the Hungarian Act on Accounting.
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17 LEASES

17.1. Leases — Accounting policies

A contractis alease (or contains a lease) if the contract conveys the right to control the use of anidentified asset for a
period of time in exchange for consideration.

Recognition exemptions

Short-term leases, low value leases

IFRS 16 includes recognition exemptions available to lessees for short-term leases and leases of low-value items and
specifies alternative requirements.

= |n the Company, a decision was made not to apply the short-term recognition exemptions to lease contracts, except
for some minor and insignificant lease arrangements with a lease term of one month or less. Such very short-term leases
and related asset classes are expensed asincurred and no additional quantitative disclosure is required.

= The Company has made the decision not to apply the practical expedient with respect to low-value items. Hence they
have to be recognized, measured and presented as lease arrangements in the scope of IFRS 16.
Lease term

The lease term assessment at the commencement date refers to the period for which Magyar Telekom is reasonably
certainto maintain the contract under the terms and conditions as originally negotiated. The initial lease term assessment
ismade at commencement of the lease. When determining the lease term, the shortest reasonably possible, i.e.
justifiable, termis always to be used in the case of doubt. The lease term assessment is largely based on management
judgement and Magyar Telekom usually use estimates or assumptions (especially in the case of options and indefinite
contracts) on asset cluster level.

The commencement date of the lease (commencement date), is the date on which a lessor makes an underlying asset
(i.e., the property, plant or equipment that is subject to the lease) available for use to the lessee. At the commencement
date, the lease term begins and lease liability and the right-of-use asset is initially recognized and measured.

Options- “Reasonably certain criteria”

In assessing whether a lessee is reasonably certain to exercise an optionto extend a lease, or not to exercise an optionto
terminate a lease, lessees and lessors shall consider all relevant facts and circumstances that create an economic
incentive for the lessee to exercise the option to extend the lease, or not to exercise the option to terminate the lease.

Lease payments

Lease payments are defined in the same way for both lessees and lessors. Lease payments are defined as payments made
by alessee toa lessor relating to the right to use an underlying asset during the lease term.
The definition of lease payments, for Magyar Telekom lessees, includes payments for non-lease components as well.

Reassessment of the lease liability

IFRS 16 specifies when the lease liability has to be reassessed. It isimportant to note that, interms of IFRS 16, a
reassessment of the lease liability only takes place if the change is based on already existing contractual clauses, i.e. those
that have been part of the contract since commencement.

A lessee reassesses the lease term, i.e. whether itis reasonably certain to exercise an extension option, or not to exercise a
termination option, upon the occurrence of either a significant event or a significant change in circumstances that is within
the control of the lessee; and affects whether the lessee is reasonably certain to exercise an option not previously included
inits determination of the lease term, or not to exercise an option previously included inits determination of the lease
term.
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Accountingfor lease modifications

A lease modificationis defined as “a change in the scope of a lease, or the consideration for a lease, that was not part of
the original terms and conditions of the lease (for example, adding or terminating the right to use one or more underlying
assets, or extending or shortening the contractual lease term)”. Modification can result from a change in consideration
only. The effective date of the modification is defined as the date when both parties agree to a lease modification.

A lessee accounts for a lease modification as a separate lease if both of the following conditions are fulfilled:

= the modificationincreases the scope of the lease by adding the right to use one or more underlying assets;
and

= the considerationfor the lease increases by an amount equivalent to the stand-alone price for the increasein
scope and any appropriate adjustments to that stand-alone price to reflect the circumstances of the
particular contract.

When these conditions are met, the modificationis considered to resultin the creation of a new lease that is separate from
the original lease. The agreement for the right to use one or more additional assets is accounted for as a separate lease (or
leases) to which the requirements of IFRS 16 are applied independently of the original lease.

For alease modificationthatis not a separate lease, i.e. that does not meet the conditions outlined above, at the effective
date of the modification, the lessee accounts for the lease modification by remeasuring the lease liability using a discount
rate determined at that date and:

= for lease modifications that decrease the scope of the lease, the lessee decreases the carrying amount of the
right-of-use asset to reflect the partial or full termination of the lease, and recognizes a gain or loss that
reflects the proportionate decrease in scope; and

=  for all other lease modifications, the lessee makes a corresponding adjustment to the right-of-use asset.

When a lease arrangement is modified, then the revised lease payments will always be discounted with a revised discount
rate. Thisis different from the requirements for a reassessment of the lease, where only in specific cases a revised
discountrate isrequired

Presentation anddisclosures for Magyar Telekom as lessee

Statements of financial position

The Company decided to present the right-of-use assets (separately from other assets) as well the lease liabilities as
separate line items on the face of the statements of financial position.

Statements of profit or loss and other comprehensive income

In the statements of profit or loss and other comprehensive income Magyar Telekom presents separately interest expense
on the lease liability from depreciation for the right-of-use asset. Inaddition, interest expense on the lease liability isa
component of finance costs.

Statements of cash flows
The following items are presented within operating activities in the statements of cash flows:

= cash paymentsfor the interest portion of the lease liability, according to the Company accounting policy to
presentinterest paymentsin operating cash flows and;
= variable lease payments notincluded in the lease liability
Cash payments for the principal portion of lease liability are presented within financing activities in the statements of cash
flows.
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Presentation anddisclosures for Magyar Telekom as lessor

Presentation of leases in Statements of profit or loss and other comprehensive income and in Statements of financial
position

In the Statements of profit or loss and other comprehensive income, operating lease revenue is not disclosed separately
from other revenue. There is only one-line item titled “Revenue”.

The operating lease revenue line item in the Notes is titled “Other sources” (see Note 18.3.1).

Magyar Telekom as a Lessor presents assets subject to operating leasesinits statements of financial position according to
the nature of the underlying asset. In the Company, portions of assets that are physically distinct and are identified as
underlying assets (leases) are not presented separately from the whole asset in the statements of financial position.

Other lease topics
Sale and leaseback transactions

Assessing whether the transfer of the asset qualifies asa sale

In the Company, both the short-term and the low value recognition exception have not been elected for any asset class.
Asaresult, Magyar Telekom seller-lessee will always recognize (materiality considered) sale-and-leaseback transactions
on-balance sheet. To determine how to account for a sale-and-leaseback transaction, the Company first considers
whether the initial transfer of the underlying asset from the seller-lessee to the buyer-lessor is a sale. The Company then
applies IFRS 15 to determine whether a sale has taken place. This assessment determines the accounting by both the
seller-lessee and the buyer-lessor, as follows.

Accountingforsale and leaseback — Transfer of an asset isnotasale

If the transfer of an assetis not a sale, the seller-lessee and the buyer-lessor account for the transaction as financing.

Accountingforsale and leaseback — Transfer of an asset is a sale

If control passes as defined inIFRS 15 (sale), the seller-lessee must recognize an asset at an amount equalling the pro-rata
carrying amount arising from the pro-rata right-of-use retained. Any gains or losses from this transaction are also only
recognized proportionately. Hence, the seller-lessee restricts the gain that it recognizes on the sale to the amount that
relates to the portion of the underlying asset that has been transferred, i.e. to the buyer-lessor’s residual interest in the
underlying asset.

Sale and leaseback transactions have no material effect on financial statements of Magyar Telekom.

Subleases

A sublease is defined as a transaction for which an underlying asset is re-leased by a lessee (‘intermediate lessor’) toa
third party, and the lease (‘head lease’) between the head lessor and lessee remains in effect.

In classifying a sublease, Magyar Telekom, as the intermediate lessor, should classify the sublease as a finance lease or an
operating lease in the same manner as any other lease using the criteria discussed in IFRS 16.61.

Subleaseisafinance lease
If Magyar Telekom classifies the sublease as a finance lease, the lease is entered into the following:

= derecognize the right-of-use asset relating to the head lease that it transfers to the sublessee and recognizes the net
investmentin the sublease;

= recognize any difference between the right-of-use asset and the netinvestment (finance lease receivable) in the
sublease in profit or loss; and
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= retain the lease liability relating to the head lease in its statements of financial position, which represents the lease
payments owed to the head lessor.

Atthe commencement date of the sublease, if Magyar Telekom cannot readily determine the rate implicitin the sublease,

then ituses the discountrate thatit uses for the head lease to account for the sublease, adjusted for any initial direct
costs associated with the sublease.

Presentation and disclosures for subleases

No sublease-specific balance sheet and income statements presentation rules apply to subleases. Magyar Telekom
applies the respective presentation rules that apply to other finance and operating leases.

Magyar Telekom does not offset assets and liabilities arising from a head lease and a sublease of the same underlying
asset, unless the financial instruments requirements for offsetting are met. The same applies to lease income and lease
expenses relating to a head lease and a sublease of the same underlying asset, unless the requirements for offsetting in
IAS 1 are met.

Under IFRS 16 the head lease and a sublease are two separate contracts that are accounted for under the lessee and
lessor models, respectively. The general disclosure rules equally apply for the head lease and for subleases, either
disclosures for finance sub-lessors or operating sub- lessors.

Lessoraccounting

Finance lease — Definition

A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership of an underlying
asset to the lessee. The nature of finance lease arrangement are akin to financing the sale of an asset. The presentationin
the financial statements departs from the legal lease form of the transaction and is based on the economic substance (i.e.
asif the underlying lease asset was sold by the lessor to the lessee).

Operating lease — Definition

An operating lease is a lease that does not transfer substantially all the risks and rewards incidental to ownership of an
underlying asset. There is a typically simple short-term hire arrangement (an operating lease), whereby rental payments
received are dealt with in profit or loss with the primary impact on the balance sheet relating to the timing of lease
payments.

17.2 Finance lease

17.2.1Finance lease — Company as lessor

Future lease receivables under finance leases at December 31, 2020and 2021 are as follows:

12.31.2020 12.31.2021
Minimum Minimum
Present Interest lease Present  Interest lease
value component receipt value component receipt
Within1 year........... 417 306 723 443 289 732
1-2years...coeeeuee 431 286 717 437 267 704
2-3 YEarsS ..ccoeeeruerenn. 425 264 689 376 246 622
3-4 Years ..oue... 366 244 610 397 225 622
4-5years....un... 386 223 609 412 203 615
After S years............ 3,779 888 4,667 3,406 694 4,100
Total.ooeererecreenenne 5,804 2,211 8,015 5,471 1,924 7,395

The interest component represents the unearned finance income. The present value due within one yearis included in
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Other current financial assets, while the present value after one year is included in Other non-current financial assets. The
finance income accruing to the Company over the lease termis recognized in the Profit for the year (Interest income). See
Note 23.

The unguaranteed residual values accruing to the benefit of the Company are insignificant.

17.2.2 Lease — Company as lessee

Leases are mainly inrespect of the rental of the new headquarters, mobile cell sites and sale and lease back of spacesin
buildings accommodating telephone exchanges,and to a lesser extent, related to other buildings, network and other
telecommunications facilities, equipment and vehicle.

In most cases the contracts are denominated in HUF and EUR, the term of the leasesis4-14 years, and the contracts
include renewal options but no purchase options.

Leases of buildings generally have lease terms between four and thirteen years, in the case of telecom equipment four and
nine years, while these terms are between one and four years for motor vehicles and other equipment. The Company’s
obligations under its leases are secured by the lessor’s title to the leased assets. Generally, the Company is restricted from
assigning and subleasing the leased assets and some contracts require the Company to maintain certain financial ratios.
The maturity analysis of lease liabilities is disclosed in Note 5.1.3.

The following are the amounts recognized in profit or loss:

2020 2021
Depreciation expense of right-of-use assets......ccuvvvrvrveririerieneecee e 17,444 18,514
Interest expense on lease liabilitieS.....ocuvverererieniene s 5,397 4,446
Foreign exchange loss on lease liabilitiesS.....ccuovererenenenenenicsreeeececsen 5,014 465
Gainsor losses arising from sale and leaseback transactions .........ccceeeeeeeceeenne 1,984 -

The Company had total cash outflows for leases of HUF 21,136 millionin 2021 (HUF 24,685 millionin 2020). The
Company has various lease contracts that have not yet commenced as at December 31, 2021. The future lease payments
for these non-cancellable lease contracts are HUF 10,446 million (HUF 8,995 millionin 2020).

The amount of undiscounted potential future rental payments relating to periods following the exercise date of extension
and termination options that are not included in the lease term is HUF 13,825 million (HUF 13,144 million in 2020).

The Company initially estimates and recognizes amounts expected to be payable under residual value guarantees as part
of the lease liability. Typically, the expected residual value at lease commencementis equal to or higher than the
guaranteed amount, and so the Company does not expect to pay anything under the guarantees.

Asat December 31,2021, the amount of residual value guarantees to which the Company is potentially exposed that are

not reflected in the measurement of lease liabilitiesis HUF 88 million (HUF 123 millionin 2020), whichis not expected to
be payable.

17.3 Operating leases — Company as lessor
The following tables include the future minimum lease payments receivable by the Company for the operating leases of

mobile tower sections, network, dark fiber, buildings and from 2021 customer premise equipment where Magyar Telekom
is the lessor.
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12.31.2020 12.31.2021

WIthin L YA ..ttt 3,011 4,533
L2 YEATS ettt et be e eaeenenis 2,833 4,139
2B YEATS weveveueereeereeeeteeeeeesete e ste e teseesesaesessesesseneeresseaeesens 2,699 3,887
Y T 2,583 3,782
SR VL= - LA 2,171 3,233
ATEEI S YBAIS ..ttt ettt 5,214 6,267
Total 18,511 25,841

The Company has no lease income relating to variable lease payments that do not depend onan index or rate.

The following table disaggregates class of property, plant and equipment into assets subject to operating leases:

Telecom
Building equipment Total

01.01.2020

GrOSS VALUB.....eceeceeeceeeeee ettt ettt st ere s 3,831 1,370 5,201
Accumulated depreciation .......eceeeerereerererereresereeesesereneens (1,538) (754) (2,292)
Carrying amount 01.01.2020........cccceeermrsesmrsesrsessmssssessesssssssssnsanes 2,293 616 2,909
Carrying amount 01.021.2020...........ceeeruueeersseeesssseesssseessssseessssnnes 2,293 616 2,909
Ao Lo Ll o] 1O 166 311 477
Depreciation Charge.........ooeeeeeeeeeeseeeseseresesese s (141) (120) (261)
Carrying amount 12.31.2020.........cccouesmrrsrsmsnsssssessessessessessessenss 2,318 807 3,125
12.31.2020

(€ (0TI V2= LU 1= 3,997 1,681 5,678
Accumulated depreciation ... ccceeeeeseeeeseee e (1,679) (874) (2,553)
Carrying amount 12.31.2020 2,318 807 3,125
Carrying amount 01.01.2021.........cccocomemnmsmrmsesmsmssssssnsassssssesassssnns 2,318 807 3,125
A Lo LT TR 83 1,128 1,211
D] EST oo tr- O (136) (159) (295)
Depreciation CRArge.......ococeceeeeeereeeeeeeeeeeeeeeeeeeeeee et aeneees (123) (334) (457)
Carrying amount 12.31.2021 2,142 1,442 3,584
12.31.2021

GrOSS VALUB....ceeeeeeeeeeeseeeieeeeieeaeete st et este e et a st et e e et e sessesseenessesnennens 3,782 2,493 6,275
Accumulated depreCiation .......uceceeeeeeeeeseeeereee s seenas (1,640) (1,051) (2,691)
Carryingamount 12.31.2021 2,142 1,442 3,584
18 REVENUE

18.1 Revenue - accounting policies
18.1.1 Sale of goods and Rendering of services

The core principle of IFRS 15 is for companies to recognize revenue to depict the transfer of goods or services to
customers inamounts that reflect the consideration (that is, payment) to which the company expects to be entitled in
exchange for those goods or services.
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Revenue should be recognized if itis probable that the Company will collect the consideration to which it will be entitled
in exchange for the goods or services that will be transferred to the customer. If the Company determines that
collectability is no longer ensured (e.g. because subsequently the customer’s ability or intent to pay significantly
deteriorates), the Company must apply cash accounting for the remainder of the contract, i.e. for the outstanding goods
and servicesto be provided. This reassessment does not affect recorded assets and revenue relating to performance
obligations already satisfied.

Revenue is recognized when or as performance obligations are satisfied by transferring control of a promised good or
service toa customer. Control either transfers over time or ata pointintime, which affects when revenue is recorded.

Asapractical expedient, the Company applies the guidance to a group of contracts with similar characteristics instead of

to asingle contract with a customer. A portfolio approachis acceptable if the Company can reasonably expect that the

effect of applying a portfolio approach to a group of contracts or group of performance obligations would not differ
materially from considering each contract or performance obligation separately. Thisimplies that a portfolio of contracts
with similar characteristics does not necessarily need to refer to homogenous products being included in these contracts.

Main principles

If the Company performs by transferring goods or services to a customer before the customer pays consideration or
before paymentis due, the Company shall present the contract as a Contract asset, excluding any amounts presented
as a receivable. A contract asset is the Company’s right to consideration in exchange for goods or services that the
Company has transferred to a customer.
In the case of multiple-element arrangements (e.g., mobile contract plus handset) with subsidized products delivered
in advance, a larger portion of the total remuneration is attributable to the component delivered in advance (mobile
handset), requiring earlier recognition of revenue. This leads to the recognition of whatis known as a contract asset —
a receivable arising from the customer contract that has not yet legally come into existence — in the Statements of
Financial Position.
Expenses for sales commissions (customer acquisition costs) must be capitalized in the Contract costs line of the
Statements of Financial Position and recognized over the estimated customer retention period.
Later recognition of revenue appears in cases where “material rights” are granted, such as offering additional discounts
for future purchases of further products.
Contract liabilities are netted off against the contract assets for each customer contract.
The Company presents the revenue on gross basis (as principal) when it controls the specified goods or services before
they are transferred to the customer, and it must be transferred by the Company.
In case of the Company resells the services of another party towards the customer, but does not control them, all
related revenue and expenses are presented on gross basis, if both of the below conditions are met:
= the Company has entered into a distribution agreement with the supplier under which an enforceable right
was received toresell a limited or unlimited number of the agreed-upon services to the Company’s customers
at predefined prices any time upon request; and
= the Company hasdiscretionin setting the selling prices or determining the price of the service package where
another party’s service isalready included.
A significant financing component is not considered for the amount and timing of revenue recognition if the period
between when a promised good or service is transferred to the customer and when the customer pays for that good or
service will be one year or less.
If the promise to granta license is distinct from the other promised goods or services in the contract then the promise
to grant the license is a separate performance obligation and the Company shall determine whether the license
transfers to a customer is either at a pointintime or over time.

18.1.2 Revenue from operating leases

Revenue from operating leases is recognized as revenue on a straight line basis over the term of the lease. Lease
incentives granted are recognized as an integral part of the total rental income, over the term of the lease. For further
information, please see Note 17.3.
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18.2 Revenue from major service lines
18.2.1 Mobile and fixed-line telecommunications revenue

Revenue is primarily derived from services provided to Magyar Telekom’s customer subscribers and other third parties
using Magyar Telekom’s telecommunications network and equipment sales.

Customer subscriber arrangements typically include an equipment sale, subscription fee and charge for the actual voice,
internet, data or multimedia services used.

Airtime revenue is recognized based upon minutes of use and contracted fees less credits and adjustments for discounts,
while subscriptionand flat rate revenue is recognized in the period they relate to. Usage-based consideration (e.g. airtime)
is generally not part of the transaction price as the Company does not have the right to consideration at contract
inception.

The Company provides customers with narrow and broadband access toits fixed, mobile and TV distribution networks.
Advertising revenue is recognized in the period that the advertisements are exhibited.

Revenue from premium rate servicesis recognized on a gross basis when the delivery of the service over Magyar
Telekom’s network is the responsibility of the Company, the Company determines the prices of these services and bears
their substantial risks; otherwise this revenue is presented on a net basis.

Customers may also purchase prepaid mobile, public phone and internet credits (cards) which allow those customers to
use Magyar Telekom’s telecommunications network for a selected amount of time. Customers must pay for such services
atthe date whenthe card is purchased. Revenue from the sale of cardsisrecognized when they are used by the
customers or when the credits expire with unused traffic.

Third parties using Magyar Telekom’s telecommunications network include roaming customers of other service providers
and other telecommunications providers which terminate or transit calls on Magyar Telekom’s network. These wholesale
(incoming) traffic revenue is recognized in the period of related usage. A proportion of the revenue received is often paid
to other operators (interconnect) for the use of their networks, where applicable. The revenue and costs of these transit
calls are stated gross in the Financial statements as the Company is the principal supplier of these services using its own
network freely defining the pricing of the services and recognized in the period of related usage.

Contracts are frequently sold to customers containing a cross subsidy between two or more components. A typical
example is where a mobile phone is sold at a price significantly below its market value ina bundle with a service contract
for a period of 12 or 24 months. From a commercial point of view, the subsidy onthe mobile phone is compensated via the
service fee.

With this adjustment requirement (also termed as "basic adjustment") a cross-subsidy or an overall bundle discount must
be allocated to the individual components of the bundle so that revenue generally reflects the fair value of the good
and/or service witha bundle discount being appropriately distributed among the affected items.

The revenue is determined for every component by distributing the transaction price to the individual componentsin
proportion to their relevant standalone selling prices.

18.2.2 System integration (S1) and IT revenue

Contracts for network services, which consist of the installation and operation of communication networks for customers,
have an average duration of 2-3 years.

Revenue from outsourcing contracts reflects the extent of actual services delivered in the period inaccordance with the
terms of the contract. The contracts are analyzed based on the IFRS 16 requirements — determining whether an
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Arrangement contains a Lease, and if they include embedded lease elements, the revenue attributable to these is
recognized according to IFRS 16 — Leases as described inNote 17.

Revenue from system integration contracts requiring the delivery of customized products and/or services is generally
covered by one of the following types of contracts: fixed-price or time and material-based.

Magyar Telekom transfers control of goods and services over time therefore satisfies a performance obligation and
recognizes revenue over time, if one of the following criteriais met:

= a customer simultaneously receives and consumes the benefit provided by Magyar Telekom’s performance as
Magyar Telekom performs

= Magyar Telekom’s performance creates or enhances assets that the customer controls as the asset is created or
enhanced

= Magyar Telekom’s performance does not create an asset with an alternative use to Magyar Telekom and Magyar
Telekom has an enforceable right to payment for performance completed to date.

If the performance obligationis not satisfied over time, Magyar Telekom satisfies the performance obligationata pointin
time.

Revenue from maintenance services (generally fixed fee per month) is recognized over time. Revenue from repairs, which
are not part of the maintenance contract, billed on the basis of time and material used is recognized at pointin time.

Revenue from hardware sales or sales-type leases is recognized when the customer obtains the control over the product.

Todetermine the progress of performance, Magyar Telekom applies the Input method. Magyar Telekom recognizes
revenue based on its efforts or inputs to satisfaction of a performance obligation (resources consumed, labor hours
expended, costincurred, time elapsed or machine hours used) relative to the total expected inputs to the satisfaction of
the performance obligation.
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18.3 Revenue in the Statements of profit or loss and other comprehensive income

18.3.1 Disaggregation of revenue fromcontracts with customers

2020 2021
Mobile revenue
VOICE MELAIL vttt 110,725 105,910
VOICE WHOLESALE ... 8,373 8,917
DAt ettt bbb e ae e neeaeane 92,934 108,814
SMS ettt b e s ae bt eebe e neenens 19,268 22,599
EQUIPMENT ..ttt be e e 88,077 94,525
Other MODILE FEVENUE......eeeeeeeeeeeeeceeee et 8,930 9,238
Total Mobile revenue 328,307 350,003
Fixed line revenue
RV Lo TN (=Y =Y | 34,151 31,742
Broadband retail™ ... s 48,026 53,133
L S 42,783 46,691
EQUIPMENT ..ttt s 21,588 18,658
BN e= Y =Y v L1 OO 9,918 10,202
WOLESALE. ..ottt sttt eae b b eaeeaeenas 13,191 12,882
Other fixed-liNe rEVENUE........cceveeereeeeeteec ettt 15,305 14,569
Totalfixed-line revenue 184,962 187,877
Systemintegration and IT rEVENUE .......ccceveveveecerece e 10,862 10,412
Totalrevenue 524,131 548,292
Of which:
Revenue from contracts with CUSTOMErS ......ccccevcvvevevieviece e 520,852 544,419
L0 11 0= Yo TU o T 3,279 3,873

*Inthe case of 2020 data, HUF 2,378 million has been reclassified from Broadband retail to Data retail for ensuring
comparability.

Other sources of revenue include real estate and network rental fees which are presented above in the Fixed-line
wholesale and Fixed-line other revenue lines.

Equipmentrevenueisrecognized ata pointintime while service revenue is recognized over time.

None of the Company’s customers represent a significant source of revenue individually. Revenue from transactions with
asingle external customer (or group of entities that — knowingly to us — are under common control of a third party or
government) do not exceed 10% of the Company’s revenue.

Regarding geographical segmentation of revenue please see Note 33.

18.4 Assets and liabilities related to contracts with customers

Contract assets of the Company consist of unbilled amounts typically resulting from sales under long-term contracts
when revenue recognized exceeds the amount billed to the customer.

Contract liabilities consist of advance payments and billings in excess of costs incurred and deferred revenue.
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12.31.2020 12.31.2021

Contract assets — CUMENT ....cceeeeeceeec e 12,006 13,158
Contract assets — NON-CUMENT........cceeceeeieieeceeceeee ettt 3,411 3,620
Contract liabilities — CUMMENt.....ceeeeeeveeeeeeeeeeee et (7,660) (8,090)
Net contract assets (liabilities) 7,757 8,688

Revenue recognized in the reporting period from amounts included in

contract liability at the beginning of the period ........ccoceeeiiiiinnccneee 5,780 6,751
Asset recognized from the costs to obtain contracts with customers 4,951 6,089
Amortization recognized as cost of obtaining contracts during the

(oY1 T (5,255) (6,068)

Impairment losses recognized on contract assets are disclosed together with trade receivablesin Note 4.2.2.2. and
amounted to HUF 1,598 million as at December 31, 2021 (HUF 1,615 million in 2020).

Asof December 31, 2021, the aggregate amount of the transaction price allocated to the remaining performance
obligationis HUF 175,330 million and the Company willrecognize this revenue as services are rendered, whichis
expected to occur over the next 13-24 months.

19 DIRECT COSTS

19.1 Telecom tax

Telecom tax was introduced in Hungary for fixed and mobile voice and mobile SMS/MMS services, effective from July 1,
2012. The tax imposed on fixed and mobile usage amounts to HUF 2 per minute and HUF 2 per SMS/MMS for private
individual subscribers’ subscriptions and to HUF 3 per minute and HUF 3 per SMS/MMS for non-private individual
subscribers’ subscriptions. The tax is capped at HUF 700 and HUF 5,000 per month per calling number for private and
non-private individuals’ subscriptions, respectively.

19.2 Otherdirect costs

Other direct costsinclude costs of mobile and fixed devices, accessories and other equipment, agent commissions and
non-voice direct costs.

20 EMPLOYEE-RELATED EXPENSES

20.1 Employee-related expenses — Accounting policies

20.1.1 Short-term employee benefits

Short-term employee benefits are recognized as a current expense in the period when employees render their services.
These include wages, social security contributions, bonuses, paid holidays, discounted telephone bills, meal and holiday
contributions and other fringe benefits and the tax charges thereon.

Payments to defined contribution pension and other welfare plans are recognized as an expense in the period in which the
serviceisrendered by the employees.

20.1.2 Share-based payments

Magyar Telekom recognizes the costs of services received fromits employeesina Share-based payment transaction
when services are received. Magyar Telekom recognizes a corresponding increase inits equity reserves (Reserve for
equity-settled share-based transactions) if the services are received inan equity-settled share-based payment
transaction. When the share-based compensation program is completed, i.e. the shares are transferred to the employees
ownership or the share options have forfeited, the respective reserve is derecognized. If the services are received ina
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cash-settled share-based payment transaction, the Company recognizes the expense against a liability, re-measured to
fair value at each financial statement date.

Bonuses tied to the long-term performance of the Magyar Telekom and Deutsche Telekom shares are recognized inthe
Profit for the year at their time-proportioned fair value against an accumulating balance in liabilities.

20.1.2.1 Share Matching Plan of Deutsche Telekom Group

AsofJuly 1,2015, Magyar Telekom implemented a Share Matching Plan for all executives (ca. 40). Participation in the
program is voluntary, with the exception of the CEO.

The participant caninvest a minimum of 10% of his/her gross annual bonus in Deutsche Telekom shares, with an option to
voluntarily increase this amount to a maximum of 50% (personal investment). These shares must be kept for at least for
four years (the lock-up period), the participant is granted matching shares upon expiry of the lock-up period. The share
allocation ratio of the program (1:1 or 1:2) depends on the participant’s individualManagement Group (MG). Deutsche
Telekom grants the matching shares to the participant based on the Deutsche Telekom shares acquired by the participant
within the framework of the program. The program starts annually if the free cash flow target of Deutsche Telekom Group
was metin the previous year.

The program initiated by DT is settled in DT shares with the participants, meanwhile Magyar Telekom has to settle it with
DT AGincash at the same time participants are granted the DT shares therefore the closing balance of the programis
presented as a related-party financial liability in the Separate statements of financial positions asitis settled in cash from
the perspective of Magyar Telekom and is due to be paid toDT AG.

In 2021 HUF 31 million was recognized (2020: HUF 28 million) as expense for the program.

20.1.2.2 Long-term incentive program (LT1)

As of January 1, 2015, Magyar Telekom Company changed its existing LTI program, which turned it into a share-based
compensation program. The 2021 LTl program is a global, Deutsche Telekom Group-wide incentive program.

Approximately 40 executives may participate in the program. The CEQ’s participation is unconditional, while other
executives may participate only if the evaluation of the participant's performance in the previous year meets the
requirements.

LTlispayableincash tied to the achievement of four key strategic indicators. In the framework of the program, ineach
year a new four-year tranche is to be launched. Paymentis due after the end of the program term depending on the
evaluation of the achievement of the pre-set targets (0 to 150%).

At the beginning of the program, the relevantincentive amount is converted into a number of virtual shares of DT AG and
awarded to the plan participant in the form of virtual shares (basic number). The annual level of target achievement is
determined atthe end of each year. This target achievement levelis multiplied on a pro rata basis by the basic number of
virtual shares awarded. The number of virtual shares calculated using this method shall then be "fixed" for the plan
participant as the binding result for that specific year ("annual result"). At the end of the plan term, the four binding annual
results shall be added together. The resulting total number of virtual shares shall be converted into cash applying the
prevailing price of DT AG shares at that time, which s paid to the plan participants. For dividend payments during the plan
term, the virtual shares shall be treated as real shares. The dividends shall be takeninto account as follows: The
first/second/third dividend payments shall be “reinvested” into virtual shares when the actual dividends are paid on real
shares. The fourth (and last) dividend payment shall not be reinvested but paid in cash together with the plan payment
following the DT AG shareholders' meeting at which a decision is made regarding this dividend payment. The plan
currency is euro.

In 2021, HUF 446 million was recognized as expenses for the program (2020: HUF 573 million).

20.1.3. Repeated Performance Incentive (RPI)

The RPI'honors repeated, extraordinary collective performance, which is measured by the overachievement of a defined
bonus KPI. The group-wide relevant bonus KPl is EBITDA unadjusted. RP!I is for a defined group of Executives (including
Business Leaders) at Deutsche Telekom Group.
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It was a four-year plan, running from 2018 to 2021. If the target achievement was met in two consecutive years as defined
inthe policy regarding the RPI, the first year was only considered as the year of eligibility. HUF 975 million was recognized
asexpenseson RPIin 2021 (2020: HUF 651 million). The amount of the bonus payout depended on Management level,
target achievement of the segment and the number of years of consecutive overperformance.

20.1.4 Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before the nominal retirement date
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Company recognizes
termination benefits when it is demonstrably committed to either terminate the employment of current employees
according to a detailed formal plan without the possibility of withdrawal or to provide termination benefits as a result of
an offer made to encourage voluntary redundancy.

20.2 Employee-related expensesin the Statements of profit or loss and other comprehensive income

2020 2021
Short-term benefits (NOte 20.1.1) .ucueceeeerereeeeeeeereeeeeeeeee e seeseeeneens 57,648 56,871
Termination benefits (Note 20.1.4) .....ovceieeieceeeeeseeeeee e 4,584 1,927
Equity-settled share-based compensations (Note 20.1.2.1) .................. 28 31
Cash-settled share-based compensations (LTI) (Note 20.1.2.2)............. 573 446
Cash-settled share-based compensation (RPI) (Note 20.1.3)................. 651 975
Total before capitalization ........cccceeeeeieseie s 63,484 60,250
EXPEnses CapitaliZed......cevvveeeeeueeeeerereeeieteseee s ee s seese e eas e neenes (5,465) (4,150)
Total 58,019 56,100
Total costs expensed in relation to defined contributions (including social
SECUIItY CONIIDULION) ettt 9,192 8,208
Average number of employees (full time equivalent).........ccccccueuerererenenee. 5,278 5,042
Closing number of employees (full time equivalent) ........cceeeeeereereceennne 5,149 4,947
21 OTHER OPERATING EXPENSES

2020 2021

Cost of other PUrChased SEIVICES.......uvvvvireeeeeereeree st eneeas (a) 37,352 35,327
LU 1] 0 = R 7,211 7,187
Marketing EXPENSES .....ccrueerereeerieaeree e te e se e see e see e eae e seeae e e e e eneeean 6,501 6,737
ENEIGY COSTS. .ttt 6,714 5,819
Other operating EXPENSES.....ccvireeireererereeerteeeseseeeseeessesesseseesessesesseseesenes 7,117 8,655
Total 64,895 63,725

Research as well as marketing costs are expensed as incurred. The Company did not recognize research and development
among other operating expensesin 2020 and 2021.

(a) Auditcostsincludedin other purchased services

Cost of other purchased services, among others, include expenses incurred in relation to the audit of the separate and
consolidated financial statements of the Company as well as other services provided by PricewaterhouseCoopers
Konyvvizsgald Kft. (PwC) as follows.
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>

Audit of the financial statemMeNts......c.cceceveeererrerrr e 313 313
Other audit-related fEES...comirrrrererere e 2 5
Other non-audit-related fEeS.....imirereerece e 81 105
Total expenses payable to PwC 396 423

Audit of the financial statements is the aggregate fees of PwC in connection with the audit of our annual financial
statements and services performed inrelation to legal obligations and submissions required by regulatory provisions.
Review of the quarterly financial statements s also included, as well as information systems and procedural reviews and
testing to understand and place reliance on the systems of internal control.

Other audit-related services mainly include other professional auditing services provided by the Auditor beyond the audit
of the financial statements, as well as other audit procedures necessary for meeting the reporting requirements arising
from relevant legislation and internal regulations.

Other non-audit related fees are fees of PwC primarily related to consulting services and services like participation by
Magyar Telekom employees in conferences and training sessions organized by PwC.

22 OTHER OPERATING INCOME

Gainon the sale of PPE, Intangible assets and assets held for sale - net.... 1,860 474
Income received for the relocation of our own network......cccceeeveercercerenen. 796 901
(43T TP 2,384 1,886
Total 5,040 3,261

23 INTEREST INCOME

Interest income on loans and receivables ........coveeverreenncescereeceeeeenen 295 326
Unwinding of the interest component of Provisions.........cceeeeeeeeereeereenns 362 -
Interest iNCOMe from EASES ......ecveeerecereeee et 445 289
Total 1,102 615

24 INTEREST EXPENSES

Interest expense payable on loans to related parties......cocooeeeeeeecrencrnenens 3,246 1,078
Other iNtereSt EXPENSE ...ecuieeeeeeeeeee e 3,589 6,439
Interest expense onlease liabilities ...covvveeeeieecevese s 5,396 5,696
Accretion/ interest 0N ProviSionS .......ccccecerererereeee e sesens 168 654
Borrowing costs Capitalizead .........ceeeevereveeevereeeeeereereeeeeeeeveeeeseereseeesseeeeeeens (209) (157)
Total 12,190 13,710

Borrowing costs include interest and other costs that the Company incurs in connection with the borrowing of funds.
Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset form part
of the cost of that asset. The borrowing costs eligible for capitalization of general borrowings that are used for the purpose
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of obtaining qualifying assets are capitalized applying the weighted average of the borrowing costs applicable to the
general borrowings of the Company that are outstanding during the period. For further information see Note 2.1.1. A
qualifying assetis an asset that necessarily takes a substantial period of time, in general over 12 months, to get ready for
its intended use. Other borrowing costs are recognized as an expense.

Total Interest expenses are shown net of borrowing costs capitalized using average borrowing rates of 0.47%-1.14%in

2021 (2020:0.92%-1.59%). When calculating the borrowing rates, Other finance expenses (included in Note 25) are also
considered.

25 OTHER FINANCE EXPENSES — NET

2020 2021

Net foreign exchange losses / (gains) on financial instruments...........c.cc.c....... 25,582 1,219
Other net foreign exchange l0SSes / (GaINS) ....uvuweeerrereereerreresessesnesessssseeseseanans 4,223 692
TN g 0 =Y - 4,730 4,923
Losses / (gains) on the subsequent measurement of financial assets fair value

through profit and loss (other than derivatives) .......cccccececeeeececeeve e 38 11
Losses / (gains) on the subsequent measurement of financial liabilities at fair

value through profitand loss (other than derivatives) .......ccoccceeeeeercvenenee. 9 14
Losses/(gains) on the subsequent measurement of derivatives contracted

LTE LN gl =1 N =Yoo A=Y (19,663) 3,988
Losses/(gains) on the derecognition of derivatives contracted with related

O U1 - (2,441) (10,960)
Total 12,478 (113)

The highamount of Losses / (gains) on the subsequent measurement of derivatives contracted with related partiesin
2020 was mainly due to the significant weakening of HUF exchange rates. During 20221 the market condition changes are
different, as HUF exchange rate has lower volatility and strengthened against EUR, however the HUF interest rates are
growing continuously, furthermore in 2021 the volume of derivatives was different. The realized gains on the
derecognition of derivatives contracted with related parties are higherin 2021, which is mainly due to expiring of two
Cross Currency Interest Rate Swap deals.

26 RESULTS OF INVESTMENTS

26.1 Results of investments in subsidiaries

Dividends receivable by the Company are recognized as a receivableand income in the period in which the dividends are
approved by the general meeting of the investees.

The following table shows dividends received from the Company’s investments related to years 2020 and 2021

2020 2021
StoONEDriAdGE A.D. . o 4,938 4,085
INVESTEL KL, ettt et e - 1,000
(014 01T OO OO O SOOIt 3,734 643
Total 8,672 5,728

26.2 Results of investments in associated companies and joint ventures

The Company lost the joint control and significant influence over E2 Hungary Zrt. in February 2020 (see Note 11).
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27 EARNINGS PER SHARE (EPS)

Basic earnings per share is calculated by dividing profit attributable to the owners of the Company for the period by the
weighted average number of common stocks outstanding. All figures are presented in the Statements of profit or loss and
other comprehensive income.

There was no transaction resulting dilutive shares in the reported periods therefore the presented basic and diluted EPS
areequalin 2020 and 2021.

The Company is subject to preparation of a consolidated annual report so disclosures related to the EPS indicator (based
on IAS 33) are shown based on consolidated financial statements.

28 PURCHASE OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

The table below shows the reconciliation of investments in property, plant and equipment and intangible assets and the

cash payments made for these investments. Capitalized borrowing costs are included in the Investments in PPE and
intangible assets, where applicable.

12.31.2020 12.31.2021

Investments in property, plant and equipment (Note 9).......ccceeeuenecee. 72,722 66,274
Investments in Right-0f-USE aSSetS......ccvirervreeriereriererereee e (@) 41,785 24,230
Investments inintangible assets (Note 10) ......cccovevevevevevererererererereennns 108,153 104,692
Totalinvestmentsin PPE and intangible assets 222,660 195,196
Capitalized asset-related grant........oeeeeeeeeeeeeereeeseeeee e (b) 1,313 (1,279)
Capitalized frequency fee payable..........cccooeeeeeeccceee e (c) (37,343) (83,075)
Change in Right-0f-USe @SSEtS.......ceururerereeeeerereeee e (43,875) (24,230)
Changeintrade payables relating to capital expenditures.................. (d) (6,984) 3,338
Recognition / (Derecognition) of investment tax credit...........ccc.cue..... (e) 2,752 2,393
Cash payments for purchases of PPE and intangible assets............... 138,523 92,343

(a) For furtherinformation, please see Notes 9.2,17.

(b) In 2021 HUF 1,287 million is paid by the government. Itis presented in Notes 4.2.3.2 and see also Notes 9 and 14 for
government grants relating to the purchase of PPE.

(c) The present value of the frequency fees is capitalized as part of the intangible asset (Licenses) if the future payments
can be reliably estimated, however, these fees are paid in cash in subsequent periods. The cash payments on the
discounted liability are included in the Repayment of lease and other financial liabilities line of the Financing cash flow,
while the interest payments accruing on the discounted liability are included in the Interest and other financial charges
paid line of the Operating cash flow. The significant license acquisitions are described in Notes 10.5 and 34.2.

(d) Change in payables relating to capital expenditures includes the effect that the actual cash settlement of the vendor
invoicesis made subsequent to the recognition of the investment.

(e) For furtherinformation see Note 6.

29 PURCHASE OF SUBSIDIARIES

There were no payments on acquisitions considered as a subsidiary or a business combinationin 2020 and 2021.
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30 CONTINGENT ASSETS AND LIABILITIES

30.1 Contingent assets

A contingentasset isa possible asset that arises from past events and whose existence will be confirmed only by the
occurrence of uncertain future events not within the control of the Company. These assets are not recognized in the
statements of financial position.

The Company has no contingencies where the inflow of economic benefits would be probable and material.

30.2 Contingent liabilities

No provisionis recognized for contingent liabilities. A contingent liability is a possible obligation that arises from past
events and whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future
events (excluding executory contracts) not wholly within the control of the Company; or a present obligation that arises
from past events butis not recognized because itis not probable that an outflow of resources embodying economic
benefits will be required to settle the obligation or the amount of the obligation cannot be measured with sufficient
reliability.

The most significant contingent liabilities of the Company are described below. No provisions have been recognized for

these cases, as management estimates that itis unlikely that these claims originating from past events would resultin any
material economic outflows or the amount of the obligation cannot be measured with sufficient reliability.

30.2.1 Guarantees

Magyar Telekom is exposed torisks that arise from the possible drawdown of guarantees, for which see more detailsin
Note 4.5.4.

31 PURCHASE COMMITMENTS

31.1 Property, plantand equipment and intangible assets

The table below summarizes Magyar Telekom’s contractual purchase commitments for property, plant and equipment
and intangible assets with the majority falling due withintwo years.

12.31.2020 12.31.2021

Property, plantand eqUIpPMEeNt........cccecece e 808 739
INtANGIDLIE ASSELS..euriuieieieieee ettt e ene 4,012 3,725
Total 4,820 4,464

31.2 Investments

Asat December 31,2021 and 2020 the Company had no committed business combinations.

32 RELATED-PARTY TRANSACTIONS

Related parties of the Company include legal entities and persons that are related to the Company.
A personor a close member of that person's family is related to the Company if that person:

= has control or joint control of the reporting entity;
= has significantinfluence over the reporting entity; or
= isa member of the key management personnel of the reporting entity or of a parent of the reporting entity.
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Anentity is related to a reporting entity if any of the following conditions apply:

= The entity and the reporting entity are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

= One entity isan associate or joint venture of the other entity (or an associate or joint venture of a member of a group of
which the other entity isa member).

= Both entitiesare joint ventures of the same third party.

= One entityisa joint venture of a third entity and the other entity isan associate of the third entity.

= Theentityis a post-employment benefit plan for the benefit of employees of either the reporting entity or an entity
related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring employers are also related to
the reporting entity.

= Theentity is controlled or jointly controlled by a personrelated to the entity or such a person holds a key positionin
the reporting entity.

= Theentity, or any member of a group of whichitisa part, provides key management personnel services to the
reporting entity or to the parent of the reporting entity.

The transactions with related parties are priced atarm’s lengths basis, if the conditions are met.

32.1 Related-party transactionsin the Statements of financial position

The tables below summarize the carrying amount of assets and liabilities arising from the significant transactions with
related parties as of December 31,2020 and 2021:

Parent ceeeeseeeeessssessesssssseee 2,300 - 19,768 20,696 - (89,675) - (12,454)
SUDSIIArIES weveeneeeeeserserneesessens 3,035 39 4,423 - 5,249 (11,218) (8,246) -
Associates and joint

VENEUTES cevvrerrrseeesssennessesssssssseens 1 - - - - - - -
Other related parties (a) 1,796 301 - - - (98,058) 1 -
Total 7,132 340 24,191 20,696 5,249 (198,951) (8,245) (12,454)
Parent coeeeeeecoesmeeeesssessessssssees 1,658 - 16,715 - (128,445) - (9,262)
SUDSIAIArIES wevveseeeeeeesseenneesessens 1,596 154 3,023 - 4,994 (8,432) (8,570) -
Associates and joint

L] A1V =T ——— - - - - - - - -
Other related parties (a) 1,470 47 - - - 27 - -
Total 4,724 212 3,023 16,715 4,994 (136,850) (8,570) (9,262)

(a) Asignificant part of Other related partiesis related to DTIF.
No impairment was recognized for receivables from related parties in the reported years.
Lease receivablesinclude the lease of a part of the Magyar Telekom headquarters to T-Systems Magyarorszég Zrt.
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32.2 Related-party transactionsin the Statements of profit or loss and other comprehensive income

The tables below summarize the significant transactions with related parties as of December 31, 2020and 2021:

PAreNt..eevveeeeeeeeeeeeeeeessereee 3,298  (5177) - (1,438) 22,110 (10,604) (12,454)
Subsidiaries.......ccovreeeernne 4,950 (13,783) 8,671 (402) (6) - -
Associates and joint

VENTUMES w.vvevvevereve e 29 (716) - - - - -
Other related parties (a) 8,261 (9,436) - (1,706) - (9,311) -
Total 16,538 (29,112) 8,671 (3,546) 22,104 (19,915) (12,454)

Parent......cccceeeeeeerereceeeennnes 4,225 (6,116) - (455) 6,972 (1,348) (9,262)
Subsidiaries......cocoeeeeueuenens 4,549  (12,730) 5,728 (482) - (46) -
Associates and joint

VENLUIES c.veeeeeeeeeeeeee e 2 - - - - - -
Other related parties (a) 8,014 (9,966) - (487) - 1,045 -
Total 16,790 (28,812) 5,728 (1,424) 6,972 (349) (9,262)

(a) Asignificant part of Other related partiesis related to DTIF.
32.3 Transactions with Deutsche TelekomGroup and the Federal Republicof Germany

32.3.1 Deutsche Telekom Group

Deutsche Telekom AG is the ultimate (indirect) controlling owner of Magyar Telekom, holding 59.21% of the Company’s
shares. Deutsche Telekom Group has a number of fixed-line, mobile and IT service provider subsidiaries worldwide, with
whom Magyar Telekom has regular transactions.

Deutsche Telekom International Finance B.V. (DTIF) the subsidiary of DTAG is the treasury center of DT Group, which
typically provides loan financing across the DT Group including Magyar Telekom as an intercompany partner.

32.3.2 The Federal Republic of Germany

The Federal Republic of Germany is both a direct and anindirect shareholder and holds approximately 32 percent of the
share capital of DT AG. Due to the average attendance at the shareholders’ meetings, the Federal Republic of Germany
represents a solid majority at the shareholders’ meetings of DT AG, although it only has a minority shareholding, making
DT AG adependent company of the Federal Republic. Therefore, the Federal Republicand the companies controlled by
the Federal Republic or companies over which the Federal Republic can exercise a significant influence are classified as
related parties of DT AG, and consequently of Magyar Telekom as well.

DT AG and Magyar Telekom did not execute, as part of its normal business activities, any transactions that were

individually materialin the 2021 or 2020 financial year with companies controlled by the Federal Republic or companies
over which the Federal Republic can exercise a significant influence.
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32.4 Board and Supervisory Board members

12.31.2020  12.31.2021

Remuneration of the members of the Board of Directors ......cceeeeeeereeeecveeecieeeenns 28 22

Remuneration of the members of the Supervisory Board.........coeoeeeenrececnennnes 44 37

Loans granted to the members of the Board of Directors.......ccoceeevevererereeennennn - -

Loans granted to the members of the Supervisory Board .........ccccceeveeeecerereenenne - -

32.5 Key management personnel

Key management has been identified as the members of the Company’s Chief Officers. The Chief Executive Officer (CEO)
and the other Chief Officers (Chief Officers) together fulfill the Chief Operating Decision Maker (CODM) functionin the
Company.

The table below shows, in total, the compensation expenses (including social security and other payroll-related taxes)
incurred by the Company inrelation to the key management.

12.31.2020 12.31.2021

Salaries and other employee benefits.......courrirrireinerrere e 712 1,152
Contractual termination EXPENSE.......ccu uercrierireriee e 150 -
Share-based payments (NOte 20).......ccovoveeeeeeeeereeeeeeeeeieeeeeeeeeeeeee et eeeeeeeeeeaeeenas 24 20

886 1,172

Costs expensed inrelation to defined contribution plans (including social
SECUMTY CONEITULION) w.evvveececteteccteteee ettt a s aenes 152 157

The Company did not provide loans or guarantees to its key management.

32.6. Guarantees provided by the Company for liabilities of related parties and guarantees provided by related parties
for liabilities of the Company

32.6.1 Bank guarantees
Bank guarantees for subsidiariesissued by Magyar Telekom in the name of the subsidiaries and it pays the related fees for

the bank. In the case of guarantee drawdown the Magyar Telekom’s bank account shall be debited with the amount
drawdown/paid. Fees paid by Magyar Telekom reinvoiced within the group.

The following table presents the guarantees provided by the Company for liabilities of related parties:

Type of the guarantee 31.12.2020 31.12.2021
Bank guarantee.........cceceeueeeereeeieeeeeececececec e 1,731 1,726

For further information see Note 4.5.4.

33 REPORTABLE SEGMENTS AND INFORMATION ABOUT GEOGRAPHICAL AREAS

33.1 Generalinformation

The Group’s segments are reported ina manner consistent with the internal reporting provided to the CODM, the key
management of Magyar Telekom Plc. The CODM of Magyar Telekom is responsible for allocating resources to, and
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assessing the performance of, the operating segments on a monthly basis. The Chief Officers assess the performance of
the Company and make their decisions.
Magyar Telekom's operating segments are: MT-Hungary and North Macedonia.

Magyar Telekom operatesin Hungary providing mobile and fixed-line telecommunications and TV distribution services to
millions of residential and small businesses customers mainly under the “Telekom” or “T” brand. Magyar Telekom is also
responsible for the wholesale mobile and fixed-line services in Hungary and performs strategic and cross-divisional
management and support functions including Procurement, Treasury, Real estate, Accounting, Tax, Legal, Internal Audit
and similar shared services and other central functions of the Company. For details on revenue please refer to Note 18.

33.2 Information about geographical areas

Considering that Magyar Telekom provides its services within the boundaries of Hungary and the base of geographical
classificationis the headquarters of the Company, all the realized revenue by the Company isinthe category of Hungary.
In a similar manner all tangible assets of the Company are classified as Hungary considering geographical areas.

33.3 Information about revenue for group of products and services

Revenue from customers for group of similar products and servicesis disclosed in Note 18.3.

33.4 Information about revenue from major customers

None of the Company’s customers represent a significant source of revenue. Revenue from transactions with a single
external customer (or group of entities that — knowingly to us — are under common control of a third party or government)
donot exceed 10 per cent of the Company’s revenue.

34 REGULATED MARKETS AND PROCEDURES

Magyar Telekom's primaryactivities are the fixed-line and mobile operations in Hungary. These services are regulated by
Europeanand Hungarian legislation.

The most important features of the regulation of these services are described below.

The regulation of the Hungarian telecommunications markets is primarily based on Act C of 2003 on Electronic
Communications (Eht.) and the decrees issued by the President of the National Media and Communications Authority
(NRA). The NRA isanindependent regulatory body which, in addition to its law enforcement activities, also legislates on
the basis of legal authority.

Hungary implemented Directive 1972/2018/ EU (EECC) partially by December 21, 2020 (with Section 16 of the
Electronic Communications Act being applicable June 30, 2021). The EECC regulates fix and mobilecall termination rates
inthe whole EU/EEA bya Delegated Act, but the legal framework for formerly regulated markets remains largely
unaffected by the EECC.

34.1 Access regulation

Regulated markets are governed by EU Commission’s recommendations. Paralel to the EECC, the Commission produced a
new recommendation replacing Recommendation 2014/710/ EU: 2020/2245/EU. The new recommendation only covers
two markets:

=  Wholesale access for mass-market products
= Wholesale high-quality access at a fixed location

National NRA's, nonetheless, have the power to diverge from this recommendation. The former Hungarian regulation
designates 4 regulated markets, Magyar Telekom is currently designated as an SMP operator (a service provider with
significant market power) onaall of these.

M1: With regards the fix networks’ regulated interconnection (M1) the NRA published its fifth-round market analysis

procedure’s resolution on May 15, 2018. The resolution’s FTR (fix termination rate) proposal - that is based on a pure BU-
LRIC model -is 0.26 HUF/min. The new fee had to be applied symmetrically with an effect from end of the second quarter
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of 2018 altogether for 144 operators. Previous regulation of fix origination, also carrier selection and call-by-call
obligation was terminated with this last resolution.

The latest MARIO and supplementary interconnection service fees came into force on January 1, 2020.

M2: The Company is designated as an SMP operator (a service provider with significant market power) in the mobile
wholesale call termination market and subject to regulatory obligations regarding the termination charge of callsintoits
network, mobile termination rate (MTR). The last mobile market resolution was published in two folds: one resolution only
contains the SMP designation, with the obligations, such as the n MTR of 1.71 HUF/min net cost-based fee remaining
untouched, while with regards to obligations, the NRA delivered a separate resolution.

M3: Magyar Telekomis Hungary’s leading fixed-line broadband service provider in the wholesale market and one of the
leading ones in the retail market. Inaccordance with the effective resolution, all retail fixed products shall be
‘reproducible’ by competitors based on the wholesale service. Consequently, the full retail portfolio shall have a wholesale
equivalent. Previous regulation defined a retail minus price setting.

The NRA published the latest resolutions with regards to markets 3a (M3a) and 3b (M3b) on December 15,2017. SMP
operatorsare obliged to prepare reference unbundling offer for access to (physical) passive network infrastructure (RUO)
and to provide these services when there is a request for them by other telecommunications service providers. The
reference offer of each SMP operator must be approved by the NRA. The latest market resolution introduced the
geographical segmentation, thus relieving the company of obligations in certain competing settlements. Magyar Telekom
was designated asan SMP in both 3a and 3b markets. Service fee calculation for all relevant regulated services — both
markets 3a (resolution PC/17915-66/2017.) and 3b (resolution PC/17920-66/2017.) - are with a BU-LRIC+ model. New
fees had to be applied as of January 1, 2019.

Asanovelty the geographically segmented regulation was implemented with the last resolution. As a result, in those
settlements where competition bases, Magyar Telekom’s SMP was withdrawn. In the M3a resolution a new service
obligation has beenintroduced, the L2-WAP (Layer 2 Wholesale Access Service) obligation. The NRA has published the
latest reference unbundling offer — containing the L2WAP service — through its resolution PC/16593-31/2018. on
November 6, 2019. The revised reference offer entered into force on December 1, 2019. The L2-WAPservice isto be
offered sixth months after the entry into force of the revised reference offer, i.e. June 1, 2020.

M4: In the high-quality broadband market (M4)the NRA published its resolution (PC/12186-44/2018.)on February 27,
2019. Magyar Telekom has been designated as the SMP for the “Ethernet leased line termination segment service”.
According to the resolution Magyar Telekom is subject to SMP obligations throughout Hungary, providing high-quality
access at aregulated cost-based price.

34.2 Spectrumprocedures

In June 2012, the Hungarian Parliament adopted the modification of the Electronic Communications Law extending the
scope of competence and tasks of the NRA. Pursuant to the amendment, all spectrum-related issues are dealt with by the
NRA.

On December 7, 2004, the Company obtained the spectrum usage right of certain frequency blocks in the 2200 MHz band
for the deployment and operation of an IMT2000/UMTS mobile telecommunications system (3G system). The duration of
the spectrum license was 15 years (until December 7, 2019) that was extended for another 7.5 years in December 2018
for a one-time fee of HUF 11 billion.

The Company won a tender for a spectrum usage right for a 26 GHz block on April 30, 2009.0n May 14, 2012 the NRA
granted spectrum license to Magyar Telekom for four pieces of basic spectrum blocks (4 x 2 x 28 MHz each) in the 26 GHz
band. Furthermore, Telekom acquired GTS Hungary Ltd’s two blocks in the 26 GHz band for HUF 114.6 million HUF net,
and has a usage right for it from November 1, 2016. Blocks purchased in 2009 were extendedin 2018.

The Company filed anauction bid in December 2011 with the NRA for the right of use of unused spectrum inthe 900 MHz
frequency band, related to the provision of mobile telecommunications services. The spectrum can be utilized ina
technology-neutral manner. The NRA announced its first-instance decision on the result of the 900 MHz auction (Auction)
on January 30, 2012. Magyar Telekom won the right of use of two duplex frequency blocks of 1 MHz each for a period of
15 years.

On September 6, 2013 Magyar Telekom and the NRA signed the modification of the Authority Contract on the use of the
900 MHz and 1800 MHz frequency bands. The main stipulations of the modification are the following:
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On May 22, 2014, the NRA published the “Documentation for the tender announced in the subject of spectrum licenses
for broadband services”. Blocksin 800MHz / 900MHz / 1800 MHz / 2600MHz and 26 GHz frequency bands were
auctioned.

On September 29, 2014 the NRA published the tender results so that Magyar Telekom acquired the following frequencies
for anaggregate amount of HUF 58,650 million:

=  2x10MHzin800 MHz
= 2x2MHzin900MHz

=  2x30MHzin2600 MHz
= 2x10MHzin1800 MHz.

On October 15, 2014 Magyar Telekom and the NRA signed the Authority Contract on the use of the 800MHz, 900 MHz
and 1800 MHz frequency bands that came into force right on that day. For the new bands the frequency license and radio
permission were issued on October 17,2014 to Magyar Telekom.

Asaresult of the last tender Magyar Telekom acquired frequency usage rightsin the above listed spectrums till June 15,
2029. The Authority Contract can be extended another five years if all requirements defined in the contract are met.

On July 18, 2019,the NRA published the “Documentation for the auction announced in the subject of spectrum licenses
for 5Gservices”. Blocksin the 700 MHz / 2100 MHz/ 2600MHz and 3600 MHzfrequency bands were auctioned.

On March 26, 2020 the NRA published the bidding results of the auction so that Magyar Telekom acquired the following
frequencies for HUF 54,240 million:

= 2x10MHzin700 MHz
= 2x10MHzin2100 MHz
=  1x120MHzin3600 MHz.

Asaresult of the auction Magyar Telekom acquired frequency usage rights in the above-listed spectrums till April 3, 2034.
The usage rights can be extended another five years if all requirements defined in the documentation are met.

On October 16, 2020, the NRA published the “Documentation for the auction announced inthe subject of spectrum
licenses for 900 MHz and 1800 MHzbands”. Usage rights shall be valid for 15 years starting from April 2022 and might be
extended another five years if all requirements defined in the documentation are met. Magyar Telekom submitted its
participation request on November 10, 2020.Six lots of 2 x 5 MHz blocks were sold in the 200 MHz band, and 12 lots of 2 x
5 MHz blocks were sold inthe 1800 MHz band.

Magyar Telekom acquired 2 x 8 MHz in the 200 MHz spectrum band while 2 x 20 MHz in the 1800 MHz spectrum band.

34.3. Universal services

Universal services are basic communications services (including access to communication services at a fixed location,
public payphones, directory and directory enquiry services) that should be available to all customers at an affordable
price. The NRA published its request for voluntary universal service provisioning on January 19, 2018. MT did not bid on
any parts of the universal services, so the NRA designated MT to offer the following universal services from January 1,
2019: public payphones, access onfixed location and for national directory enquiry service. As a result of the proced ure
MT lost two primary areas to serve (Szekszérd — nr74 and Paks — nr75) and received a new one (Szeged - nr62).

The EECC brings a new frameworkin universal services as well — MT willlikely be able to let go of some of the obscure
obligations of the past, while Hungary will have to ensure affordable and available internet access to consumers. This
obligationisstill to be investigated by the NRA.

34.4.End-userrights
Since June 30, 2007, an EU regulation has been regulating international roaming tariffs for wholesale and retail customers

on the basis of a price cap system. The first EU roaming regulation prescribed a glide-path that mandated annual
reductions of wholesale and retail prices. (EU Roaming Regulation|.)
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As of July 2009. the EU also introduced regulated tariffs for SMS and data roaming similarly to the regulation of voice
roaming. (EU Roaming Regulation l.)

AsofJuly 1,2012. the EU further broadened the European roaming regulation with a new regulatory measure: separate
sales of regulated roaming services. As a result, Magyar Telekom had toimplement the technical possibility to hostan
Alternative Roaming Providerinits network and also it allows its own customers to use Local Break-out solutions within
the EU offered by a foreign EU member country’s mobile operator from July 1, 2014. (EU Roaming Regulation l11.)

The actual EU roaming regulation - “Full Roam Like At Home With Fair Use Policy Possibility” - isapplied from June 15,
2017.(EU Roaming Regulation IV.). As a result, European retail roaming price levels for voice, SMS and data are equal to
domestic prices since summer 2017. The Commission implementing regulation (EU) 2016/2286 of 15 December 2016
laid down detailed rules on the application of fair use policy and on the methodology for assessing the sustainability of the
abolition of retail roaming surcharges and on the application to be submitted by a roaming provider for the purposes of
that assessment.

In addition, the Company has implemented, by the required deadline of May 15, 2019, Regulation (EC) No 2018/1971 of
the European Parliament and of the Council supported by BEREC and BEREC Office, and according to the modified
Regulation (EU) 2015/2120, taking into account the withdrawal decision of regulation 1211/2009/ECregulation, the
reduction of charges for international calls and SMSs to member states of the European Union.

The EECC affected all customer relations of MT — we prepared for compliance with serious IT-developments as well as
changesinour processes.

35 EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period.

Budapest, February 23,2022

..\. 1\ P -'.__'__ A

] — e e
C = —'5*7‘?:‘77’/‘
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Chief Executive Officer, Board member Chief Financial Officer, Board member
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Declaration

We the undersigned declare that

= the attached annual financial statements which have been prepared inaccordance with the applicable set of
accounting standards and to the best of our knowledge, gives a true and fair view of the assets, liabilities, financial

position and profit or loss of Magyar Telekom Plc. and

= the business report gives afair view of the position, development and performance of Magyar Telekom Plc., together

with a description of the principal risks and uncertainties of its business.

Budapest, March 8,2022

\
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| M &
Tibor Rekasi
Chief Executive Officer,

Member of the Board
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INTRODUCTION

The Company’s activities are describedin Note 34 of the Financial Statements, while the business report provides
additional information on the following topics:

SUMMARY ON 2021 OPERATIONS

THE COMPANY’S SHARE CAPITAL, VOTING RIGHTS AND TRANSFER OF SHARES
CORPORATE GOVERNANCE

SOCIAL COMMITMENTS, LABOR STANDARDS,HUMAN RIGHTS
COMPENSATION OF MEMBERS OF THE BOARD OF DIRECTORS, SUPERVISORY BOARD, AND MANAGEMENT
RESEARCH AND DEVELOPMENT

REAL ESTATE, SITES OF OPERATION

SUSTAINABILITY

ENVIRONMENT PROTECTION

CORPORATE COMPLIANCE

ECONOMIC ENVIRONMENT AND OUTLOOK

INTERNAL CONTROLS, RISKS AND UNCERTAINTIES

ANALYSIS OF FINANCIAL RESULTS FOR 2021

EVENTS AFTER THE REPORTINGPERIOD
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SUMMARY ON 2021 OPERATIONS

Since the Company is the parent company of Magyar Telekom Group, therefore the Summary on 2021 operations related
to Magyar Telekom Group is presented below.

Financials

Magyar Telekom delivered revenue and EBITDA AL results overperforming the targets communicated for 2021 thanks to
the improving operating environment coupled with the successful monetization of our quality networks and appealing
service offerings. Group revenue rose by 4.0% year-on-year to HUF 700.1 billion and EBITDA ALreached HUF 216.3 billion
representing a 6.7% increase year-on-year.

Werecorded a4.1%rise inour investmentsin 2021, CAPEX after lease excluding spectrum licenses grew to HUF 109.3
billion, reflecting the further accelerationin network related investments to meet customer demand. As a result of that
and some unfavorable changes in working capital development, cash flow excluding spectrum licenses amounted to HUF
56.2 billionin 2021.

Network

In 2021, we continued our flagship investmentsin Hungary which aim to provide our customers with an outstanding
network that they require and appreciate, whether they are at home or on the move.

Thanks to our fiber rollout program and the highest ever annual expansion of over 440 thousand further gigabit capable
access points, we were able to provide gigabit speed at more than 3 million access points in Hungary by the end of the
year. This translates to over two-thirds of our fixed infrastructure, with over 1 million customers choosing to connect via
gigabit technology to our fixed network.

We also proceeded with the comprehensive 3-year mobile radio network modernization project, allowing us to meet the
surging mobile data demand as well as to steadily expand 5G coverage, reaching over 10% based on the Hungarian
population by the end of 2021.

Magyar Telekom also secured critical spectrum on the 900 and 1800 MHzfrequency bandsin 2021, a significant
milestone which will allow our customers to continue to enjoy superior mobile services and innovative solutions going
forward.

Customers

Our efforts to provide outstanding infrastructure are reflected in the continued positive momentum in our customer base:
fixed broadband subscriber base expanded by 7%and by now one out of four broadband customers is subscribed toa
Gigabit speed. Onthe mobile side, we recorded the highest data traffic ever, whilst the average monthly mobile data
usage per customer rose by over 30% year-on-year, supporting value creation.

Furthermore, the excellent service and tailor-made solutions to our customers, were reflected in the continued increase in
customer satisfaction, reflected also in the improvement of Magyar Telekom’s TRIM index scores measured among
residential and SOHO customers.

Resilience

We also progressed with the implementation of internal efficiency measures, which have in combination with our
digitization agenda positioned us well to generate higher profitability and reinforce our resilience to external challenges
that may result from our rapidly changing environment.

We received further recognition of these efforts and progress by Scope Rating, which has affirmed our BBB+ issuer credit
rating with a stable outlook, and specifically emphasized the Company’s strong market position and resilient operational
structure.

The results of Magyar Telekom’s latest sustainability cycle spanning the 2016-2020 period were presented, detailing our
strategy with respect to digital sustainability, climate protection, equal opportunity and diversity.In addition, Magyar
Telekom’s position as a constituent of the FTSE4Good Index Series was confirmed following anindex review, receiving a
99 percentile rank in the telecommunications investment universe.
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1 THE COMPANY’S SHARE CAPITAL, VOTING RIGHTS AND TRANSFER OF SHARES

Asof December 31, 2021, the share capital of Magyar Telekom Plc.was HUF 104,274,254,300, consisting of
1,042,742,543 Series “A” dematerialized ordinary shares. All Series “A” ordinary shares have a nominal value of HUF 100.
Rights and obligations related to Series “A” ordinary shares are described in detail in Section 4 of the Articles of
Association
(http://www.telekom.hu/about_us/investor_relations/corporate_governance/corporate_governance_documents).

Information concerning our ownership structure as of December 31,2021 is describedin the following table:

Percentage of
Shareholder Numberof shares  share capital
Deutsche Telekom EUrope B.V .....cveciecececeeeseeeeceee e 617,436,759 59.21
PUBLICLY trad@d.. .ottt 379,528,245 36.40
TreasUry Shar€s ....cueeeeeeeeeeeeecee e 45,777,539 4.39
1,042,742,543 100.00

Deutsche Telekom Europe B.V. owning 61.93% of the Company’s voting rights is a member of the Deutsche Telekom
Group. The ultimate controlling parent of Magyar Telekom is Deutsche Telekom AG(DT or DT AG).

Deutsche Telekom Europe B.V. does not have different voting rights than our other shareholders and, as with our other
shareholders, Deutsche Telekom Europe B.V. is entitled to one vote per each ordinary share that it owns.

1.1 Voting Rightsand Voting

The holder of each Series “A” ordinary share shall be entitled to one vote at the General Meeting of the Company. The
names of shareholders and nominees who intend to participate at the General Meeting shall be registered in the Share
Register on the second working day prior to the starting date of the General Meeting. The General Meeting shall adoptits
resolutions by a simple majority vote except for resolutions on issues listed in the Articles of Association, which shall
require at least a three-quarters majority of the votes cast. Thereis no limitation on the rights of non-resident or foreign
shareholders to hold or exercise voting rights on the ordinary shares. There is no limitation of voting rights for ordinary
shares inthe Articles of Association. The Company has no shares assigned with special management rights.

1.2 Transfer of Shares

For the transfer of dematerialized shares, a contract for transfer or other legal title isrequired and, in that context, the
transferor’s securities account shall be debited and the new holder’s securities account shall be credited with the
transferred dematerialized shares. The holder of dematerialized shares shall be considered the holder of the securities
account on which the dematerialized shares are recorded.

The transfer of any Series “A” ordinary shares is not bound to any restriction or attainment of agreement.

2 CORPORATE GOVERNANCE

2.1 Annual General Meeting

The General Meeting has the exclusive right to approve and amend the Articles of Association (section 5.2. (a)) unless
otherwise provided by law or the Articles of Association. According to the Articles of Association, the Board of Directorsis
entitled to make decisions regarding any change in the registered seat, sites, branch offices and — except for the main
activity — the scope of activities of the Company and in relation to this, to modify the Articles of Association (section

6.4.(p)).


http://www.telekom.hu/about_us/investor_relations/corporate_governance/corporate_governance_documents
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2.2 Board of Directors

The Board of Directors operates based onits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/board_of_directors).

The Board of Directors is responsible for all matters relating to the Company’s management and course of business not
otherwise reserved to the General Meeting or to other corporate bodies by the Articles of Association or by the laws. The
Board of Directors draws up, at the end of each business year, a report for the General Meeting and quarterly to the
Supervisory Board on the management of the Company, the assets of the Company, the financial situation of the
Company and the business policy of the Company.

The rules of competence regarding the capital increase and purchase of treasury shares are detailed in Sections 5.2 (b)
and (p) aswellas 6.4. () and (m) of the Articles of Association. The Board of Directors® with its Resolution No. 2/5
(04.16.2021) adopted an authorization to purchase Magyar Telekom ordinary shares for 18 months starting from the date
of approval of the resolution. The relevant resolution is available on the General Meetings section of the Company’s
website.

Pursuant to the Articles of Association, the Board of Directors consists of a minimum of five and a maximum of eleven
members elected by the General Meeting for a term of three years, unless otherwise provided by the General Meeting. On
December 31, 2021, there were eight members of the Board of Directors.

Meetings of the Board of Directors are held at least four times a year. Meetings of the Board of Directors require the
presence of at least the majority of the members for a quorum. Each member of the Board of Directors has one vote. The
Board of Directors passes resolutions by a simple majority vote.

On December 31, 2021, members of the Board of Directors, their principal occupation and the years of their original
election were as follows:

Name Born Principal Occupation Me:mber
since
Dr. Robert Hauber..........cc......... 1971 Senior Vice President Finance & Performance 2017
Management Europe, DT AG, Chairperson of the
Board of Directors of Magyar Telekom Plc.
Daria Aleksandrovna Dodonova 1976 Chief Financial Officer of Magyar Telekom Plc. 2020
Gabor Fekete.... e 1950 Consultant 2020
Ralf Nejedl...cooeeeeeeeeeeeeeerenen. 1970 Senior Vice President B2B Europe, Deutsche 2016
Telekom AG
Frank OdzucK......ccoeeeeeeereeeenenne. 1959 Chief Executive Officer of Zwack Unicum Plc. 2006
Péter Ratatics.....ceoveeeereunnnnne 1982 Chief Operating Officer of MOL 2019
Tibor REKaSI....ceveveeeeeeeeeeeeeeeene 1973 Chief Executive Officer of Magyar Telekom Plc. 2018
Eva Somorjai-Tamassy............. 1966 Senior Vice President Special Transformation 2019

Projects Europe, Deutsche Telekom AG

The members’ assignment lasts until May 31, 2022.

! Based on Government Decree no. 502/2020. (XI. 16.) the Board of Directors of the Company decided in the matters set onthe
published agenda of the Annual General Meeting.
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2.3 Management

As part of the corporate governance simplificationinitiative, the Board of Directors of Magyar Telekom resolved to cease
the activity of the Management Committee established in 2000 as a formal corporate decision-making body with effect
from January 1, 2020. The tasks and responsibilities of the Management Committee have beenre-allocated to the Chief
Officers and to the Board of Directors of the Company. As a result of this change, the Management Committee
transformed into an agile ,Leadership Squad”.

On December 31, 2021, the members of the Management and the years of their original election were as follows:

Name Born Current position Member since

Tibor REKaASI ..c.cveveeeeeeeeeeeeeeeeeee 1973 Chief Executive Officer of Magyar Telekom Plc. 2013
Daria Aleksandrovna Dodonova...... 1976 Chief Financial Officer 2020
Melinda Szab0......ccoeeeeeeereeeeeenne. 1971 Chief Commercial Officer 2018
Zsuzsanna Friedl.....ccooveeveecencennnne 1977 Chief People Officer 2017
Gabor Gonda.......cceoeeereeerreeereeeenenne. 1976 Chief Commercial Officer Enterprise, Chief 2020
Executive Officer of T-Systems Hungary Ltd.
Lubor Zatko....cooeeeeeereercenceeeeene 1974 Chief Technology and IT Officer 2019
2.4 Supervisory Board

The Supervisory Board carries out its activities based onits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/supervisory_board).

The Supervisory Board shall examine all submissions to be submitted to the General Meeting and present its opinion
thereof atthe General Meeting. The General Meeting may pass a resolution on a report pursuant to the Accounting Act
and the use of the profit afterincome tax only upon receipt of the written report of the Supervisory Board. The Supervisory
Board makes a proposal directly to the General Meeting regarding the election, remuneration and removal of the
Statutory Auditor.

Pursuant to the Company’s Articles of Association, the Supervisory Board consists of five members (three independent
members and two employee representatives) elected by the General Meeting for a term of three years, unless otherwise
provided by the General Meeting. The employee representatives in the Supervisory Board shall be nominated by the
Central Workers’ Council. Meetings of the Supervisory Board have a quorum if two-thirds of the elected members but at
least three members are present.

On December 31, 2021, the members of the Supervisory Board, their principal occupation and the years of their original
election were as follows:

Name Born Principal Occupation Member since

Prof. Dr.Attila Borbély............... 1951 Professor Emeritus of University of Debrecen, 2020
Faculty of Economics and Business, Chairperson of
the Supervisory Board of Magyar Telekom Plc.

Krisztina Dorogh@zi..........ccccu..... 1972 Senior Vice President Chief Accounting Officer and 2020
Controller, TechnipFMC

Tamas Lichnovszky........ccccuee... 1962 Expert, People Unit, Magyar Telekom Plc. 2010

Andras Szakonyi......cceeeeeeeeeenenes 1973 Senior Vice President - Europe, Middle Eastand 2020
Africa, Iron Mountain

Zsoltné Varga........ceeeeeeeeeervennne 1969 Chairwoman of the Central Functions Workers 2008

Council, Magyar Telekom Plc.

The members’ assignment lasts until May 31, 2022.
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2.5 Audit Committee

The Audit Committee operates based onits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/audit_.committee).

The members of the Audit Committee have been elected by the General Meeting from the independent members of the
Supervisory Board for the same period as their membership in the Supervisory Board.

On December 31, 2021, the members of the Audit Committee were as follows:

= Prof. Dr. Attila Borbély
= Krisztina Doroghazi
= Andras Szakonyi

2.6 Remunerationand Nomination Committee

The Remuneration and Nomination Committee is established by the Board of Directors of the Company to support the
Board of Directors of the Company regarding the remuneration and certain nomination related issues of the members of
the corporate bodies and the top executives of the Company inaccordance withits Rules of Procedure
(https://www.telekom.hu/about_us/investor_relations/corporate_governance/compensation).

The Remuneration and Nomination Committee, among others, makes recommendations to the Board of Directors on the
establishment and/or termination of employment, and the modification of the employment contract of the Chief
Executive Officer and the Chief Officers, and defines the remuneration of the Chief Executive Officer and the Chief
Officers of the Company.

The Remuneration and Nomination Committee consists of three members. The members are elected by the Board of
Directors from among its members. The Remuneration and Nomination Committee holds at least two meetings each year.

On December 31, 2021, the members of the Remuneration and Nomination Committee were as follows:

= Dr.Robert Hauber
= Ralf Nejedl
= Frank Odzuck

2.7 Corporate Governance and Management Report

Magyar Telekom Plc. isa public limited company listed on the Budapest Stock Exchange. In 2004, the Budapest Stock
Exchange issued its Corporate Governance Recommendations (the Recommendations) containing recommendations
related to the corporate governance practice of companies listed on the Budapest Stock Exchange, taking account of the
most commonly used international principles, of experiences gathered in Hungary, and of the characteristics of the
Hungarian market as well as the Companies Act. The Recommendations were updated in 2007, 2008, 2012,2018 and in
2021. The Recommendations effective from time to time is available at the website of the Budapest Stock Exchange:

https://bse.hu/Issuers/corporate-governance-recommendations/Corporate-Governance-Recommendations

In line with the current regulations, the Board of Directors of Magyar Telekom approved the Corporate Governance and
Management Report of the Company (report) prepared in accordance with the Corporate Governance Recommendations
and submitted it to the General Meeting. The report — along with other corporate governance related documents - is
published in the Corporate Governance section of the website of the Company:

http://www.telekom.hu/about_us/investor_relations/corporate_governance/corporate_governance_documents

Companies listed on the stock exchange are required to express their views on their corporate governance practicesin
twoways. Inthe first part of the report they have to give account of the corporate governance practices applied by their
company in the given business year, including their corporate governance policy, and a description of any unusual
circumstances. Inthe second part of the report, the issuers should give anaccount on their compliance with each point of
the Recommendationsinaccordance with the "comply or explain” principle, including any reasons for derogating froma
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specific recommendation and/or proposal. When an issuer does not apply arecommendation or appliesitin a different
way, they should explain where the differences are and offer a reason for such derogation (‘comply or explain’ principle).
This method allows issuers to consider their unique, industry-specific etc. idiosyncrasies and to inform shareholders and
market players about their derogations from general corporate governance principles and to provide an explanation.
Operating onthe same principle, issuers can also explain any derogations from the proposals.

Sections 1 to 5 of the above reportinclude the description and operation of the Board of Directors, the Supervisory Board,
the relevant committees and executive management. Section 6 of the reportincludes a description of the internal controls
and risk management procedures, while Section 8 of the report describes the disclosure policies and insider trading
guidelines. In Sections 9 to 10 the method of exercising shareholders’ right and the rules on conducting the General
Meeting is summarized, while Section 11 contains the Remuneration Policy. The Company complies with the vast majority
of the 72 recommendations and proposals, however in the business year of 2021 in case of 1 proposal it has not or not
completely complied with due to the organizational structure or processes of the Company.

In 2021, the Magyar Telekom’s disclosure processes were evaluated in the ICS (Internal Control System) by the relevant
organizational units and were tested by the internal audit area. The disclosure controls and procedures of Magyar Telekom
were effective and designed to ensure a proper basis for the timely and accurate disclosures to the market participants
required under the respective accounting, capital markets and company law regulations.

3 SOCIAL COMMITMENTS, LABOR STANDARDS, HUMAN RIGHTS

Some of the key challenges of the sustainability strategy come from the area of human resources management. Thatis
why human resources management has a crucial partin the achievement of our sustainability targets. Our visionis to
operate ina corporate environment that is livable, likeable and successful. This set of values strengthens the commitment
and satisfaction of ouremployees and is also attractive onthe job market.

3.1 Peoplefocus

The business strategy of Magyar Telekom is centered around the realization of a digital business model thatis based on
utilizing new technologies in service of consumer relationship managementin order to build trust and drive value creation.
Toachieve this goal, the human resources organization has been transformed to an even more efficient, agile, customer-
focused People Unitin support of the corporate business strategy. In 2021 we added the following targets to our existing
strategic priorities: rapid and safe management of the challenges posed by the pandemic, protection of the health of our
employees and customers, and adjusting to the changesin the way we work and our working environment. Magyar
Telekom adapted its measures to the pandemic situationi.e. ordering general home office for every position that allows
working remotely, offered PCR testing, reduction of working hours on vaccination days, providing safety masks and
regular disinfection on all company sites and stores.

Key objectives and key results of people servicesin 2021:
Enhance digital employee experience

We continued to further develop and simplify our employee mobile application (MagentApp) introducing a new backend
platform and making login authentication easier. As a result, the number of regular users increased. delivering further IT
system and process developments on a quarterly basis resulted in additional improvement of employee and manager
related UX/process/device experience. Along this process a new ATC (Applicant Tracking System) gotintroduced and our
employee self-service platform Reflex got upgraded and renewed. Next to these developments we have introduced
further IT tools that supports people managers in total workforce management planning and modelling.

Healthy and Happy

The company group considers the health and wellbeing of its employees paramount to sustainable and successful
operations. There has beenanincreased effortin monitoring and safeguarding the health of employees throughout the
pandemic. We have introduced all necessary measures to minimize the risk of infection and further our related initiatives,
actionsand available services relying on employee feedback we receive through the quarterly wellbeing pulse survey.

The pandemic has changed the way we work in the office and from home. As a result, the company has continued to draw
on conclusions and prepare for a resilient way of work by rolling out a methodology for a hybrid way of work inall roles
that allow such flexibility. In these cases, employees canindependently design and decide on the proportion and
frequency of their office and home-based work.
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Energized workforce is key to business success. We rely on ourselves and each other to maintain our physical, mental and
emotional wellbeing and we cooperate as partners. Thus, the company invests in communicating regularly and openly
about the importance of maintaining a healthy life balance, and a sustainable and healthy way of life. Employees could
attend free health screenings of their choice and company offered regular health and wellbeing expert webinars. We also
continue to offer employee health and life insurance and have introduced an Employee Assistance Program (EAP) offering
3 hours of free counseling per individual life crisis or pressing issue from legal and financial, to family management or
health related issues.

Learning is cool, growing is value

In accordance with employee feedback Telekom witnessed and expansion in the growing and development portfolio
offered to employeesin 2021. Asanemployer Telekom grants dedicated L&D time for employees who are being
supported by arichvariety of development courses through a single digital gateway platform. Nearly all development
courses are being conducted online, considering efficient outreach and engagement opportunities in times of pandemic.
The development opportunities are being designed to meet the criteria detected and suggested along the employee
competence development evaluation feedback sessions. We continue to offer a renewed portfolio of online learning
materials, our coachbank and mentoring, online best practice sharing sessions all of which are also available for parental
leavers throughout their leaves.

+1 Tackling issues caused by COVID-19 pandemic

Continuing withits purpose in 2021 the Magenta Alliance Foundation supports employees facing financial insecurities due
to the pandemic crisis. The Foundationis open for applications and accepts donations from all Magyar Telekomand T-
Systems employees. By the end of 2021, more than HUF 18 millionin donations had been granted to more than 200
employees and their families.

In addition to the above, the following people management perspectives continued to be emphasized in 2021

Employer brand building — we create a livable and likeable workplace, which is satisfactory for our employees and offers
an attractive perspective in the labor market throughits future oriented methods of work. We put greater emphasis on
using social media solutions in building the brand.

Recruitment-selection — We use segment-based online recruitment channels and means to select the best candidate for
the specific positions. During the selection process, we seek the inclusive attitude and personal traits defined as
requirements for future Telekom employees.

Remuneration — We have a transparent, simpler and consistent job grading model, which reflects primarily the respective
values of jobs, and provides for market comparison, as a basis for a competitive remuneration policy.

3.1.1 Headcount

The following table provides information on the number of employees, including full-time equivalents, of Magyar Telekom
Plc.:

2020 2021
Magyar TELEKOM PLC. ....cveeeeeeeesieeste ettt enan 5,149 4,947

3.2 Policies

3.2.1 Policies and agreements

Code of Conduct

Microsoft Word - 426-M1_eng_7_0.doc_(j (telekom.hu)

The Code of Conduct provides the framework of orientation for all employees of Deutsche Telekom Group and Magyar
Telekom Group. Additionally, it applies to people to who are viewed as equivalent to employeesin functional terms, e. g.
to temporary agency employees. It combines the joint requirement of compliance with legal obligations and acting with
integrity and thus ensures that Deutsche Telekom and Magyar Telekom remain transparent and traceable enterprises for
everybody. Deutsche Telekom and Magyar Telekom expect their suppliers and consultants to comply with the rules of


https://www.telekom.hu/rolunk/static/sw/file/Code_of_conduct.pdf
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behavior manifested in this Code of Conductand to endeavor them to ensure that they are also obliged to abide toits
regulation by contract.

Code of Human Rights and Social Principles
https://www.telekom.hu/static-tr/sw/file/code-of-human-rights-social-principles-eng.pdf

The Code of Human Rights and Social Principles as well as the company groups Equal Opportunities Planin force defines
the groups general humanrights principles and the provisions for the implementation of these principles. Decision makers
of Magyar Telekom Group are aware that employee diversity is the prerequisite of sustainable and equitable operations
enhancing business efficiency and contributing to competitive advantage.

Group Diversity, Equity and Inclusion Policy
CSOPORT POLITIKA ASOKSZINUSEGROL,AZ ESELYEGYENLOSEGROL ES A BEFOGADASROL (telekom.hu)

As part of the Deutsche Telekom Group, Magyar Telekom Group has renewed its Diversity, Equity and Inclusion (DE&I)
Policy in December 2021. The renewed policy defines our global understanding of what characterizes the approach to
diversity, equity and inclusionin our interactions with employees. It aims to ensure a consistent work experience, learning
and development for every member of the company group, strengthening the sense of belonging and involvement. The
framework of the renewed policy details and clarifies our understanding of DE&I through a set of key elements and covers
aspects of the work-life cycle that are relevant to the company culture. It addresses social and business responsibility in
providing an equitable and inclusive workplace locally withinits global framework but respecting local legislation of
diverse cultures and local needs.

Group Policy on Employee Relations
Telekom_Group_policy_on_employee_relations.pdf

The opening up of markets, digitalization and globalization have led to anincreasingly knowledge-based working world.
New forms of networking are changing communication, public impact, reputation and compliance challenges and other
key elements of company management. Thus, we realized a need to renew our definition of how we understand the shared
characteristics of our employee relations to ensure consistent working experience for every employee. Aspart of the
Deutsche Telekom Group, Magyar Telekom Group has renewed its Group Policy on Employee Relationsin December
2021. It specifies the key elements of our people policy and describes what we stand for in our relationships with
employees, that are characterized by our shared values and derive from a set of values as well as from other group
policies. The policy covers all aspects of work life that are relevant to industrial relations and informed by sustainability as
akeydriver.

Suppliers’ Compliance: Magyar Telekom Group is committed to respect and protect humanrights and it expectsits
suppliers to comply with these rules of behavior. Prior to becoming authorized suppliers of Magyar Telekom and T-
Systems our suppliers must register their enterprises at our vendors’ registration site.

https://beszerzes.telekom.hu/beszerzes/portal_en?appid=beszerzes&page=english/registration_vendor.vm

Asanobligatory part of the registration process vendors are obliged to understand and accept our Suppliers Code of
Conduct that among other policies, entails our Code of Conduct, Social Charter and Diversity Policy. Our suppliers must
understand and accept these policies and obligatory frameworks for their behaviors as well.

Equal Opportunities Plan
Telekom_Equal_opportunities_plan.pdf

Anti-discrimination and the safeguarding of equal opportunitiesis a key priority to Magyar Telekom Group. According to
the act CXXV of 2003 on Equal Treatment and Promotion of Equal Opportunities, and the corporate protocol in place since
2010 Magyar Telekom Group has accepted its 5™ Equal Opportunities Planin order to secure the practices of equal
treatment, the advancement of equal opportunities and the monitoring animprovement of the labor positions of
particular disadvantaged employee groups. The Equal Opportunities plan currently in force is valid between 2021 and
2025 and has been developed in close cooperation with the employee representative bodies.

The Diversity Charter of the European Union — Hungary has joined the Diversity Charter of the European Unionin 2016
and, among 50 signatory companies Magyar Telekom has also underscored its dedication to safeguard diversity asa


https://www.telekom.hu/rolunk/static/sw/file/code-of-human-rights-social-principles-eng.pdf
https://www.telekom.hu/rolunk/static/sw/file/Telekom_diversity__equity_and_inclusion_group_policy.pdf
https://www.telekom.hu/rolunk/static/sw/file/Telekom_Group_policy_on_employee_relations.pdf
https://beszerzes.telekom.hu/beszerzes/portal_en?appid=beszerzes&page=english/registration_vendor.vm
https://www.telekom.hu/rolunk/static/sw/file/Telekom_Equal_opportunities_plan.pdf

mflm = = EGYUTT. VELED

fundamental value. Magyar Telekom has been among the signatory companies inin the forthcoming years as wellasin
2021.

UN Guiding Principles on Business and Human Rights — According to the dedication of Magyar Telekom Group to
safeguard and protect human rights along its operations as stated in the UN Guiding Principles of Business and Human
Rights, the company considers the rights and guidelines stated in the Universal Declaration of Human Rights and in the
ILO’s Declaration on Fundamental Principles and Rights at Work to be mandatory inits own practices.

UN Human Rights Treaties ratified by Hungary — Magyar Telekom Group as a corporation legally registeredin Hungary is
carrying out its entire operations and business practices in full accordance with the nationally ratified UN Human Rights
Treaties.

http://tbinternet.ohchr.org/_layouts/TreatyBodyExternal/Treaty.aspx?Country|D=77&Lang=EN
3.2.2 Monitoring and auditing practices

The group-level coordination of corporate sustainability operations that also incorporate labor standards, social issues
and the protection of human rights is being coordinated under the auspices of the Sustainability Committee (SC) from
2021 (previously: Group Sustainability Coordination Council) on the levels of strategy development, governance and
operative execution.

The SC’s operationis regulated by a group level directive: on the regulation of Magyar Telekom Group’s sustainability
operation and the responsibilities and competence of stakeholders. According to the directive, the SC meets regularly, at
least quarterly, to coordinate company and group sustainability tasks effectively, with decisions taken by SC members
through voting. The SC provides regular reports and presentations to the Chief Executive Officer (CEO) and the Chief
People Officer, on the basis of which they set the main direction of the Magyar Telekom Group’s sustainability activities
and make decisions in related topics, with the input of the members of the Leadership Squad. The operations of the SC are
being detailed in the Corporate Governance section of the annual Sustainability Report.

Magyar Telekom Group’s Code of Conduct covers the requirements of corporate compliance and states our collective set
of values, and thus stands as an affirmation of Magyar Telekom’s strong reputation, solid position and future success. The
Code of Conduct appliestoall board members of Magyar Telekom Group from employees to managing directors,
executives and board members. Furthermore, Magyar Telekom Group expects its suppliers and consultants to comply
with the rules of behavior manifested in this Code of Conduct and to endeavor them to ensure that they are also obliged to
abide toitsregulation by contract.

Magyar Telekom Group’s Corporate Compliance Program has been elaborated with the aim to ensure that Magyar
Telekom Group conducts its business with maximum consciousness and commitment, in accordance with relevant laws
and regulations, in harmony with the strictest possible business ethics standards. The Compliance Program involves the
Group Compliance Manager and compliance representatives of particular functional areas of operation, who are working
together as members of the Group Compliance Committee. The Compliance Program has been designed to ensure that
the Group conductsits business to the highest standards of awareness, transparency, accountability, commitment, and
adherence to applicable laws and regulations.

External audits could be conducted as part of the control process carried out by the Hungarian Labor Inspectorate. The
Inspectorate has the righttoissue such anauditing process in case of public complaints or issued requests. The
Inspectorate also provides counseling to the corporationsin support of legal compliance.

3.3 Results of Policies
3.3.1 Diversity and Equal Opportunities

Asone of the largestemployersinthe Hungarian ICT sector we believe that diversity contributes to the success of
businesses and all kinds of organizations to a large extent. This value is also at the core when it comes to the increase of
creativity and innovation, to the involvement of new partners, experts and clients, to the quick adaptation to changes and
most of all, to the compliance with the legal obligations of non-discriminationin all corporate operations.

Magyar Telekom and the employee representative bodies have accepted the Sth Equal Opportunities Plan of Magyar
Telekom Group for the period 2021-2025. The corporate Equal Opportunities Plan addresses actions and procedures to
improve the labor conditions and career perspectives of vulnerable employee groups such as women, employees with
families, employees on child-care leave, employees living with disabilities, recent graduates and S0+ employees. The


http://tbinternet.ohchr.org/_layouts/TreatyBodyExternal/Treaty.aspx?CountryID=77&Lang=EN
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corporate diversity and inclusion expert and the employee representatives discuss the conducts and results of the action
planannually. Several employee surveys contribute to the development and the adjustment of the actions each year,
allowing the rollout of the equal opportunities planto adaptto employee needs.

The principles of justice and equal treatment of Magyar Telekom are being defined by our Code of Conduct. Ways of non-
typicalemployment such as Telework, flexible working hours, part-time work, employment of people living with
disabilities allow the company to realize the principle of equal treatment in practice. These measures are further assisted
by several measuresimplemented in corporate day-to-day operations, such as the large office spaces that are designed
to support Teleworking in the new headquarters of Magyar Telekom. The success of the process of dealing with the
pandemic in 2020 was largely determined by Telekom's long-standing telework culture and the stable availability of work
tools for digital work. In2020and 2021, due to the pandemic situation, 100% teleworking of the entire call center area
alsotook place.

In accordance with Hungarian labor legislations we provide our employees with extra days off after their children, and
after blood donation. In case of more than 40% health damage we provide our employees with extra five days off annually
for rehabilitation. On top of these we also credit the voluntary work of our employees by providing days off, the proportion
of whichis strictly requlated ininternal directives.

One of the key objectives of the new group level corporate sustainability strategy 2021-2030 among climate protection
and digitalinclusion is the improvement of diversity and inclusion experience on both customer and employee side. It was
launched in 2021 and isin effect until the end of 2030. The details of the Sustainability strategy 2021-2030 are going to
be presented in detailinthe Sustainability report being published in first half of 2022.

In 2021 the company continued with practices securing equal opportunities for all employee groups. Following the
process developed in 2020 we continued to monitor our gender pay gap along 9 indicators identifying multilayered action
planto tackle the detected inequalities and further reduce the overall gap between male and female general workforce. In
2021 we have joined the ,,One step closer” initiative of Amnesty International with our commitment to reduce our gender
wage gap by at least one percent annually.

In the first half of 2021 we have launched our B@ck to Work Café online workshop sessions to our colleagues on parental
leave, we managed to reopen our on-campus childcare facility in the summer and fall school holiday season thus
supporting parentsin the difficult family management periods. Before the Christmas holidays all of our parent colleagues
raising children between the ages of 3-10 were gifted with our very own children’s book (My Mummy/Daddy Works at
Telekom). The storybook offers a playful introduction to the magical world of telecommunication for the preschool and
elementary school aged children and offers examples on how to develop family rules for conscious screen time and
internet use.

3.3.2 Anti-discrimination and labor-market integration actions

Asanemployer, Magyar Telekom has issued the following actionsin 2021 toimprove the conditions of the employee
groups marked inthe 2021-2025 Equal Opportunities plan.

Asamentor company Telekom supports roma workforce integration programs Integrom and HRom to contribute to the
equal labor market opportunities. The program participants are being supported with job application counselling, job
interview-practices, CV writingand editing skill practices. Our inclusive recruitment practices include dedicated recruiter
tracking support for program participants throughout their application process, providing detailed evaluation and
feedback, and company mentoring upon request. Starting from the fall of 20221 Telekom joined the HBLF Romaster
initiative supporting two talented roma students for 4 years with scholarship funding and mentoring.

For the first time in the history of the company group the LGBTQ & allies employee group of Magyar Telekom, T-Systems
Hungary and Deutsche Telekom IT Solutions Hungary have attended the Budapest Pride March. We have continued to
work onand improve our LGBTQ inclusive workplace initiatives as well.

The Gold Class of the Disability-Friendly Workplace award was granted in 2020 but we were only able toreceive itona
formal awarding ceremony in 2021. The award is being granted by the Salva Vita Foundation, the American Chamber of
Commerce, the Association of Excellence Public Benefit Association, and the Hungarian Ministry of Human Capacities.
Following up on manager-nominations four Telekom employees with disabilities were awarded with DFW Role-Model
awardsand our diversity and inclusion expert was awarded with a DFW Disability Ally award. In order to secure the equal
opportunities of our current and future colleagues living with disabilities, we are using a special module on our online job-
application site (http://www.telekom.hu/rolunk/karrier)since 2010, where our applicants are encouraged to state any
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accessibility requests they might have in order to attend the selection process. Apart from workplace accessibility we
support the workplace integration and enablement of our entrants and their welcoming teams by education materials with
modules for basic attitudes and inclusive behavior with colleagues with visual or hearing impairments, colleagues facing
physical or mental difficulties to work independently within the team. We also provide workshops on demand.

3.3.3 Respect of Human Rights, actions against child labor and all kinds of forced labor

Asdisclosed inthe Code of Human Rights and Social Principles the company rejects child labor and all kinds of forced or
compulsory labor and fights against all kinds of human trafficking and modern-day slavery by all means atits disposal. As
the parent company of Magyar Telekom Deutsche Telekom Group is responsible for supply chain compliance auditing and
management ona global level. More detailed information about the methodology and results of the global supply chain
management at https://www.telekom.com/en/corporate-responsibility/assume-responsibility/assume-
responsibility/supply-chain-management-355304

New employees of Magyar Telekom Group as part of their orientation process in their first two months receive compulsory
education about the company principles, guidelines and practices concerning social issues, labor standards and human
rights. Allemployees must understand and accept these guidelines as the fundaments of their own professional behavior
and operations and they are also obliged to complete the Telekom unconscious bias e-Learning course during the
onboarding period.

In line with the Code of Human Rights and Social Principles, all Magyar Telekom Group employees and all partners closely
related to our brand representation attended trainings regarding humanrights. From the end of 2018 the training is part
of the compulsory trainings of Magyar Telekom.

Moreover, the company is aware of the fact that there could be situations inwhichitis harder to tell appropriate from
inappropriate. In order to assist employees in making the right choices in these situations, the company offers secure
internal whistleblower channels, operated by the Corporate Compliance Department. “Kérdezz!” (“Ask me!”) advice portal
has been set up to help resolve uncertainties as far as compliance-relevant behavior is concerned. Serious misconduct
must be announced for prevention purposes and for appropriate sanctions. For this reason, the “Tell me!” whistleblower
portal has been established. The main principles and the detailed description of the internal inspection process is detailed
inemployee directives available on all employees on the shared intranet platform. Throughout the inspection process the
whistleblowers’ anonymity, personal and data privacy are guaranteed and handled with utmost discretion.

3.3.4 Relationship of managementandemployees

At present two unions (Telecommunications Trade Union (TAVSZAK) and T-Net Trade Union) and workers’ council operate
atMagyar Telekom, communication with them runs on two levels. Central decisions concerning the whole Company,
when the employee representation bodies need to be consulted, are deliberated with the Central Workers Council and the
representatives delegated by the trade unions, either in the frame of joint consultation (Interest Reconciliation Council), or
separately, depending on the nature of the matter discussed. Central communicationis managed both verbally
(negotiation) and in writing. The Chief People Officer and the accredited HR business partner are responsible for central
level communication with the employee representation bodies. Interest enforcement issues concerning a given
governance area are also discussed locally with the representatives of the trade unions and the local workers’ council. The
HR Business Partners of the governance area are responsible for communication with the local employee representation
bodies.

Trade union and the workers’ council (Central Workers Council) must be consulted and their opinion solicited on
significant decisions resulting in organizational changes or changes affecting a large group of employees. In organization
restructuring decisions the collective bargaining bodies have 7 days to submit their comments, in other cases 15 days.
The measure in question may not be implemented during this 15-day period. Trade unions and workers’ councils (Central
Workers Council) must be consulted with regard to draft resolutions, aiming at organizational changes without regard to
the number of employees concerned.

Under the ActV of 2013 on the Civil Code one third of the Supervisory Board shall consist of employee representatives.
The employee representatives in the Supervisory Board are nominated by the Central Workers’ Council considering the
opinion of the trade unions operating at the Company. Persons nominated by the Central Workers’ Council shall be
elected by the General Meeting to the member of the Supervisory Board, exceptif disqualifications existin respect of the
nominated persons. On December 31,2021, there were two members of the Supervisory Board were employee
representatives. These members were Tamas Lichnovszkyand Zsoltné Varga.


https://www.telekom.com/en/corporate-responsibility/assume-responsibility/assume-responsibility/supply-chain-management-355304
https://www.telekom.com/en/corporate-responsibility/assume-responsibility/assume-responsibility/supply-chain-management-355304
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3.3.5 Freedom of organization and collective bargaining

Magyar Telekom Group acknowledges the basic rights to freedom of organization and collective agreementinits Social
Charter. Inline with an openness and trust that relies on a constructive social dialogue, Magyar Telekom Group declares
its support to cooperation with the legitimate representatives of the employeesin order to establish a balance of
interests.

The Social Charter together with the long history of mutual respect and cooperation of the managementand employee
representative councils are the guarantees that these rights are being fully and thoroughly respected. 100% of the
employment contracts of Magyar Telekom Group employees operating in Hungary fall under collective bargaining
agreements developed with the Hungarian Telecommunications Trade Unions (Tavkézlési Szakszervezet, TAVSZAK and
Magyar Tavkézlési AgazatiSzakszevezet, MATASZ). The agreement, which can be terminated by either party with three
months' notice, applies to all Magyar Telekom Plc. employees except the CEOQ, regardless of their union membership
status. Wage termsin the collective bargaining agreement must be renegotiated annually. If the employmentis
terminated due to reasons related to the employer’s operation, employees are entitled to a specific amount of severance
pay surplus, which depends on the tenure of the employee.

In addition to the collective bargaining agreement, employees of our Hungarian operations are generally covered by the
Actlof 2012 on the Labor Code, whichimposes various restrictions on the involuntary termination of employment. The
Labor Code protects employee interests through two different labor organizations: the Trade Union and the Workers’
Council.

The Trade Union, as the official representative of employee interests in negotiations relating to the terms of employment,
has the right to be informed of all corporate measures that may significantly affect the interests of employees and to
commence legal action against the Company for employment-related conduct that infringes an employment rule. In
addition, the Workers’ Council directly represents employee interests in dealings with management and decides jointly
with management on matters involving employee welfare funds and institutions. The Workers’ Council must be informed
semi-annually on issues affecting our economic performance and changes in wages, employment conditions and working
hours. The Workers’ Council must also be consulted on corporate measures affecting employees.

We believe that our relations with our employees are good. We have not experienced any labor strikes or disruptions since
our formation.

3.3.6 Workforce Reduction and Redeployment

Magyar Telekom —in order to ensure the resources related to the Company’s strategic objectives - has reached an
agreement with the trade unions in 2021 on headcount reduction and wage increase measures for 2022.

According to the terms of the agreement, there was no company-initiated downsizing, nevertheless the company did offer
an opportunity for the employees to leave ina voluntary program. Majority of employees that entered the program left
the company by November 1, 2021. The company provides active job search, labor market training and one-on-one
counselling to the colleagues laid off, in the framework of Program Chance, which has provenits success in the past years,
and trusts that the above support these highly-trained employees of up-to-date professional expertise infinding
employment elsewhere as soon as possible.

It is planned toreinvest a significant proportion of the expected employee cost savings in resources related to the
Company’s strategic objectives.

3.3.7 Benefit Programs

Magyar Telekom’s welfare and social benefits constitute an exceedingly wide-ranging pool. A part of themis granted to
every employee, while others are available on certain conditions or are of an insurance nature. In case of certain benefits,
employee’sindividual contributionis a prerequisite of the employer’s contribution. The way social benefits and
discretionary benefits are granted is set out in the Collective Agreement and related regulations.

We provide employees with telecommunication allowances, fringe benefits life and health insurance benefits and health
screening packages.
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3.4 Risk management

3.4.1 Providing educational and professional background

The educational pillar of Magyar Telekom’s Sustainability Strategy aims toimprove the digital competencies of the clients
and the wider public. It also aims to contribute to the development of industrial succession knowing that a potential
throwback in the amount of available highly qualified professionals in the industry could mean a serious risk to
maintaining, improvement and development of the quality of our services. In order to secure the highest quality service to
our clients we need work with the best professionals. To be able to have them a competitive industrial educational
background is necessary.

Uponthe initiative and by funding of T-Labs (Telekom Innovation Laboratories, Berlin) the faculty Data Science and
Engineering began to operate at E6tvos Lorand University from September 2016 as the first pillar of the EU Labs
researcher network. The role of Magyar Telekomisin the support of the teaching and research capacities.

Our colleagues are in close relationship with several higher education institutes and we help the universities with
consultancy for writing theses, expert education and giving lectures.

We have signed a strategic partnership with the Budapest Technology EC Puskas Tivadar Technical School for
Telecommunications and IT, the Miskolc EC Kandd Kalman Technical School for IT Technology and the Székesfehérvar EC
Technical School. The aim of the partnership is to offer professional supportin keeping the curriculum up-to-date with the
latest technological realities of the industry and help our partner institutions in promoting telecommunication related
careers. In addition to these we also offer student work opportunities for students of these education centers. We have
givenseveral career orientation lectures in the fall of 2021, along which the students could gain anin-depthinsightin the
everyday challenges and opportunities of present day telecommunications. We have also signed a partnership with Szent
Istvan University, in order to offer the training practice pillar of the electric engineer dual major. 2021 December also
witnessed the formation of the “Deutsche Telekom Group remote IT Faculty” at Obuda University whichis the joint
education platform of Deutsche Telekom IT Solutions, T-Systems Hungary and Magyar Telekom.

90% of the first Kickstart-class, 18 trainees have continued to work in junior positions at Magyar Telekom following their
trainee year. In 20221 22 senior year university students joined Magyar Telekomas the second generation of Kickstart
trainees. During the one-year program, the trainees received professional, soft-skill and design thinking trainings.
Kickstart trainees who work in a variety of areas throughout the company gather up for a half term agile project
assignment strengthening their ability to work in a cross-functional team. The joint project task is based on real business
needs, thus strengthening the importance of the program in parallel with the development of MT.

Launched in March 2020, MagentaKraft helps young visionaries with trainings and events on their journey to develop their
inventions and projects. The KraftRoad program supports young talents with workshops and eventsin the development,
elaboration and improvement of their innovation projects. In 2021 Telekom Kraft was home to @ innovation projects. Apart
fromindividual projects the participants can also join Telekom in contributing to selected projects and thus gaining
professional training. As an example of such collaboration, one of the Krafters designed the wall-artin one of our stores
and later became one of the graphic designers of Telekom. Other examplesinclude representation of talented young
video artists and directors in the Kraft video series. We have opened the KraftLab in Debrecenin September 2021, where
all the technology and the labspace is given for the Krafters from video-studios, to podcast studios and robotic limbs.

3.4.2 Employee expectations and equal opportunities

The pillars of our People Focus are based on the aim to meet the needs of our employees, and to live up to the challenges
of maintaining our company status as a highly competitive and future oriented employer. Our employees require security,
stability, opportunities for advancement and competitive compensations. Magyar Telekom, as a company committed to
provide equal opportunities toits employees, finds it especially important to harmonize wages and to terminate unjust
wage gaps. Our tiered wage system, built on Hay methodology, serves the above purpose. Our remuneration system is
fully transparent thus our base wage tables and the relevant policies are available for all employees. In addition, we have
renewed our internal position systemin 2021 to become a more transparent and simple organization. The dimensions of
the position system are being developed at the intersections of the Hay-system and the competence-based position
levels of our agile organizations. We pay extraordinary attention not to differ unreasonably the wages of the employees
performing the same tasks and that the wage differences between the employees reflect real work differences. Asa
responsible company, we are aware of the social phenomenon of the gender pay gap and are committed to eliminating its
root causes within our own business environment. Since July 2020, we conduct regular and complex gender pay gap
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analysis, during which we define our equal opportunities action plan to reduce the possibilities of inequalities such as the
'motherhood penalty’ and the female career gap.

Asanemployer dedicated todiversity as a core value, Magyar Telekom finds itimportant to raise the amount of womenin
leadership positions. One of the key objectives of the Diversity pillar of our Sustainability strategy is toreach at least 35%
of female leadership by 2025. From May 2020, for the first time in the company’s history, we have achieved a balanced
50% gender ratioin our senior management which we continued to maintainin 20221. The proportion of female leadership
inthe overall management was 25.85%.

Magyar Telekom considers stress, overload and burnout related risk-reduction as its priority duty inrelation to its
employees. Inorder to take charge of these risks by securing anempowering environment to develop and maintaina
healthy lifestyle, employees are also provided with coaching and training opportunities and the availability of the
Employee Assistance Program all of which help in maintaining a sustainable life balance. Efficient work-life balance of
employees with families s further supported by our child-friendly offices and the available, tax-free nursery and/or
kindergarten support that could be selected from our cafeteria benefit scheme, thus contributing to the reduction of
expenses. Taking notice of the special conditions of employees (ex. illness or the longer-term domestic care of arelative) a
longer period of unpaid leaveis also available. In the changed situation caused by the pandemic, we also supported the
physical and mental health of our employees by providing online gym exercise sessions and coaching opportunities.

3.5 Performance indicators

Non-typical employment at Magyar Telekom Group

= No. of Part-time employeesin2021:123

= No. of Flexi-time employeesin2021: 1,202

= No. of Teleworking employeesin2021: 3,909

More women in leadership positions at Magyar Telekom Plc.
= Percentage of womeninoverall workforce: 35.5%

= Percentage of womenin senior management: 25.85%

= Percentage of womenin Leadership Squad: 50%
Volunteer work benefits at Magyar Telekom Group

= No. of volunteer working hours (blood donation): 3,290
= No. of volunteer employees (blood donation): 183

4 COMPENSATION OF MEMBERS OF THE BOARD OF DIRECTORS, SUPERVISORY
BOARD, AND MANAGEMENT

The aggregate compensation of the members of the Board of Directorsin their capacity as Board members was HUF 22
millionin2021.

The aggregate compensation of the members of the Supervisory Board in their capacity as Supervisory Board members
was HUF 37 millionin2021.

The total compensation expenses (including social security and other payroll-related taxes as well as contractual
termination expenses) of the members of the Leadership Squad (LS)was HUF 1,329 millionin 2021.

On December 31, 2021, four members of the LS have an employment contract with indefinite and two members with
definite duration. The notice period is two months for three of the indefinite contracts, and three months for one. The
severance payment usually isin accordance with the Labor Code and the Collective Agreement, for the contracts the
severance paymentis usually between 3 and 16 months.

In addition to the above, the affected persons are bound by the non-compete clause, under which the employee is barred
from entering into employment with any Hungarian or international competitor of Magyar Telekom and is required to
refrain from providing direct or indirect services or activities of any kind to such companies for a definite period (not
longer than one year) upon termination of his/her employment. Furthermore, such employee is barred from any action
aimed to recruitemployees of Magyar Telekom for any other company. This limitation entails certain compensation which
is proportional with the above obligation. If the employee is in breach of the agreement, he/she will reimburse the net
amount of compensation to the employer. Inaddition, the employee will be liable for a payment of compensation to the
employer.
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LS members from foreign countries may be entitled to housing subsidies. There are two members affected by this
entitlement.

In line with the Company’s remuneration guidelines, the Company provides contribution-based personal pension scheme,
personal insurance scheme and health insurance scheme for the LS members. Inaddition, the LS members are entitled to
the use of company cars.

For information about the Share Based Compensation programs, see Note 20.1.2 of the Financial Statements.

5 RESEARCH AND DEVELOPMENT

In addition toinnovative Hungarian SMEs, the research and development tasks are performed by the internal researchers
aswell as the productand services development staff of Magyar Telekom Group. In addition, the Company also takes
advantage of the synergistic effect of the internal and external knowledge base and seeks partnerships with well-known
innovation centers and higher educationinstitutions. Our main partners are well-known Hungarian universities and
researchinstitutes. In December 2021, “Deutsche Telekom Group IT” Off-site Department was formed at Obuda
University, whichwas founded by Deutsche Telekom IT Solutions, T-Systems Hungary and Magyar Telekom. The first
courses will be held in the field of DevOps within the scope of the new educational program in the spring semester at
Obuda University, whichis expected to be expanded with further subjects in the future.

Exploiting the potential of new technologies, including research and development of the fifth-generation mobile
technology, is crucial for Magyar Telekom Group. Therefore, beyond those presented in the previous year, in 2021
MagentaKraft continued its activities. MagentaKraft is Telekom’s innovative youth platform, which aims at providing new
value for the young generations. MagentaKraft provides an opportunity for those who already have a big or little ideain
their mind, but don’t have the necessary tools (infrastructure, environment, team). Further details in Note 3.4.1.

6 REALESTATE, SITES OF OPERATION

We have one of the largest real estate holdingsin Hungary. We use substantially all of these properties for
telecommunications installations, offices, warehouses, garages and shops. Our equipment and machinery primarily
consist of switches, communication towers and other telecommunications equipment. In order toincrease the utilization
of real estates and increase efficiency, we make efforts to sell our surplus properties.

6.1 Theregistered office of the Company:

= 1097 Budapest, Konyves Kalman korut 36.

6.2 Sites of the Company:

= 1073 Budapest, Dob u. 76-78.

= 1106 Budapest, Ors vezértere 25.1. em.

= 1138 Budapest, Vaci it 178.

= 1195 Budapest, UllGi Gt 201.

= 1191 Budapest, Vak Bottyanu. 75. a-c.

= 1024 Budapest, Lov6haz u. 2-6.2.em.

= 1123 Budapest, Alkotas Ut 53.

= 1062 Budapest, Vaci Gt 1-3.

= 1117 Budapest, Oktdber huszonharmadikautca 8-10.
= 1033 Budapest, Huszti it 32.

= 1098 Budapest, Tavird utca 3-5.

= 1156 Budapest, Szaraznad utca 1-3.

= 1211 Budapest, Rakdczi Ferenc it 154-170.
= 1087 Budapest, Kerepesi it 9.

= 1119 Budapest, Hadak Gtja 1.



mflm = = EGYUTT. VELED

Out of the 1,624 buildings on the 1,459 sites of Magyar Telekom Plc, 44% are owned by the company, 5% are jointly
owned and the rest 51% are leased. These figures do not contain the technology sites, of these types of sites we have
6,295.

The total area of properties used by Magyar Telekom Plc. as of December 31, 2021 was 599,707 m2. The majority of sites
used in our operations are smaller than 200 m2. The largest site is our headquarters building (leased) located at Kényves
Kalman krt. 36 in Budapest, with floor space of over 55,000 m2.

7 SUSTAINABILITY

Magyar Telekom has been addressing the sustainability implications of its operations for close to twenty years, and for
more than 15 years its sustainability activities are characterized by comprehensive, long-term plans, and the Company
started its fifth five-year sustainability strategy (2021-2025-2030) in 2021.

Magyar Telekom has committed to support the ten principles set forth by the UN Global Compact since 2009 in the areas
of human rights, environment and anti-corruption, the results of which are also addressed by its Sustainability Reports.

In 2015, the UN adopted its sustainable development blueprint to be implement by 2030. These 17 goals and 169 targets
determine the main direction towards resolving the most urgent problems posing a threat to humanity and the planet.
Magyar Telekom elaborated its Sustainability Strategy encompassing the period from 2016 through 2020 and from 2021
through 2030 as well along these SDGs. The company’s contribution to the priority goals originated from its business is
presented in a separate assessment linked to the Sustainability Report yearly.

Magyar Telekom’s sustainability activities and achievements are comprehensively discussed in the annual Sustainability
Reports, which aim to make the Group’s environmental, social and economic activities transparent to everyone.

The present report includes reference only to certain key topics of our sustainability approach, namely human rights,
employees, environment protection and compliance.

7.1 Sustainability strategy

In 2021, Magyar Telekom Group started its current ten-year sustainability strategic cycle, 2021-2030.

In addition to the results of our Sustainability Strategy 2016-2020, the goals and tasks defined for the period through the
end of 2030 have been determined by the goals and directions applied internationally in terms of sustainable
development (SDG, CDP, TCFD). When identifying the priorities, the company has focused on the expectations of the
responsible investors monitoring our company and the current corporate trends. Of course, local market conditions, as
well as consumer behavior and demand have also been taken into account, with a proactive and awareness raising
attitude.

When identifying strategic goals, it was keptin mind that the Group’s sustainable operation has a significantimpact on
the society, the economy and the environment. Inadditionto playing animportant role for the livable future of several
million customers and several thousand employees, asa market leading ICT provider and a large enterprise of regional
proportions, Magyar Telekom is aware that our business and operational decisions influence the economy and the society
of the future, too. Itis its firm belief that Telekom, as a company, is responsible for all the groups of people whom itcan
enable by ICT solutions, and that itis inevitable to engrain social, economic and environmental responsibility as part of its
corporate DNA thus promote sustainable development and opportunities for future generations. Along this, the new
strategy definesits priorities in two main approaches: internal operational objectives and a catalytic role in the market by
empowering others.

The main objective set forth by the fifth Sustainability strategy defined in 2021 is to ensure that Magyar Telekom Group
maintains its position as a leading sustainable company through digitization: a catalyst of growth for people, families,
communities and businesses, and an accelerator of environment Such goal canonly be achieved if considering all three
pillars of sustainability such as social, economic and environmental dimensions, the company approached these factorsin
acomprehensive, credible and innovative manner. Until the end of 2030, climate protection, digitization and diversity are
inthe focal point of the strategy.
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Climate protection

Magyar Telekom Group keep the direct and indirect emissions (scope 1+2) at net zero by an 84% decrease and reduce the
part of the emissions of suppliers and customers attributable to the company (scope 3) by 30%. Our customers take
climate action and reduce emissions by providing ICT services applicable as climate protection (i.e. smart) solutions. At
least half of our revenues come from services that support climate protection by 2030.

Digitization

100% of customers of Magyar Telekom throughout the country will be provided with gigabitaccess and é million people
will achieve responsible digital maturity.

Diversity

In the previous period, diversity and equal opportunities have already beenin the focal of the Magyar Telekom’s
Sustainability Strategy. In the new strategy (2021-2030) Magyar Telekom’s goal is to create a 100% inclusive workplace
and to create a 100% accessible UX for customers with disabilities.

The details of the Sustainability strategy 2021-2030 is going to be presented in detail in the Sustainability report being
published in first half of 2022.

Awards and sustainability recognitions achieved in 2021 and continuously relevant recognitions:

= FTSE4Good Index membership, FTSE Russel ESG Ratings

= CECE SRl sustainability index membership

= MSCIESG rating AA (scale: CCC-AAA)

= |SSESGBPrimerating (scale: D — A+)

= Disability-friendly Workplace title, gold grade

= Family-friendly Workplace certificate, bronze grade - initiating organization: Csaladbarat Orszag Nonprofit Kozhasznu
Kft.

= Family-friendly Mentor Company - initiating organization: Harom Kiralyfi, Harom Kiralylany Mozgalom

= AsaFamily-friendly Mentor Company, Magyar Telekom founded the “Vandordij” Award

= Most Attractive Telco Workplace of the Year 2021 - initiating organization: PwC

= Magyar Telekom has beenincluded inthe Zynern 2021: Most Attractive Employers list

= Most Attractive Workplace in Telco sector 2021 — initiating organization: Randstad

= External Communication of Employer Brand: Grand Prix Hungary

7.2 Initiatives concerning stakeholders

In order to successfully operate the Company, itis essential to have strong relations with stakeholders.

Below you will find a list of our key activities the details of which are elaborated in the respective chapters of the
Sustainability Report:

= |nvestors —investor (and responsible investor) assessment

= Customers — sustainable products and services, child protection

= Employees — community solar project, family friendly services, diversity contents

= Regulators — conformity, regulatory relations

= Local communities —Telekom Community Gardens, Superfast Internet Program (SZIP), network development
= Non-profit organizations — Magenta 1 Business/Nonprofit

= Suppliers — sustainable supply chain management

= Media

= Future generations —Become! part of generation NOW, Forum “Most”, Magenta Podcast

Stakeholders can express their expectations online towards Magyar Telekom. The company then takes them into account
in course of pursuing our sustainability activities.

Activitiesrelated to more stakeholder groups
As part of our 2018 Diversity&Inclusion plan, Magyar Telekom is striving towards an inclusive, open and safe working

environment for employees from all backgrounds. In order to promote a working culture of inclusion and non-
discrimination, the company has developed the first Hungarian language unconscious bias e-learning material and
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launched it as a mandatory course for all employees, 92% of whom have successfully completed it by the end of October,
2019. The e-learning is now part of the onboarding curriculum and is mandatory for all new entrants. The aim was not only
to support the development of its own working culture but to provide accessible and easily adaptable learning material for
all Hungarian enterprises and thus contribute to the promotion of anti-discriminationin the society at large. Telekom was
one of the corporations that supported the background research and white paper publication of Egyenlité Foundation
offering guidance to large corporations in female executive selection.

Recognizing the importance of plastic pollution, Magyar Telekom set a new goal to significantly reducing the amount of
single-used plastics generated during our operations. Within the Plastic Free Telekom initiative, first we removed these
plastics from the headquarters operationin 2019. We provided our colleagues filtered water and jugs to reduce the
amount of PET bottles. In 2020, the company introduced additional plastic removal steps, however, at the time of the
pandemic, it was not possible to assess plastic use and remove PET bottles. In 2021, the pandemic continued to severely
limit the progress of the project. As the majority of colleagues continued to work from home, it was not possible to record
the volume of PET bottlesinany meaningful way in the latter period. If the colleagues return to the offices — expected in
spring 2022 — the Plastic Free Telekom project will be reactivated.

Investors

Magyar Telekom remained to be a constituentinthe FTSE4Good Index Series in 2021. The US based MSClrated Magyar
Telekom into the category ‘AA’ on the scale CCC-AAA. The GermanISSatits ESG assessment gave the B Prime rating to
the company. Magyar Telekom continued to disclose climate related data and information via the CDP platform. Magyar
Telekom remained a constituentin the CECE SRI (formerly CEERIUS) Index on the Wiener Borse as well.

Customers

Magyar Telekom would like to offer the choice toits customers who consider itasimportant as the company do to fight
against climate change to pick a service that serves the purpose of protecting the climate. Thatis why Telekom came up
with the ExtraNet Green 1GB optionin 2019. In 2021, by choosing the ExtraNet Green 1GB data extension option, Magyar
Telekom guarantees to generate the same amount of energy as the one required to transmit 1GB data using our solar
power plants installed on the top of the Kékvirag street facility and on the top of two facilities in Szeged.

The children’s protection website of Magyar Telekom is dedicated to threats caused by children’s media consumption.
The website provides information to parents not only about ICT technologies, devices and content, but also about threats
caused by their usage and consumption, as well as possible preventive measures. More details are available on:

http://www.telekom.hu/about_us/society_and_environment/society/protection_of_our_children

Employees

In March 2021 Magyar Telekom announced again its community solar project. During the program employees had the
opportunity to adopt a solar panel. 200 solar panels had been adopted in less than an hour.

In 2021 Telekom continued its work on the improvement of diversity and equity based on the results of the 2020
employee survey. It offered 6 B@ck to work Café online sessions in the first half of the year, providing guidance to for
parental leavers who are planning their return and promoting the development, career planning and contact keeping tools
that are available. Telekom and T-Systems establishedits first LGBTQ resource group which initiated actions and process
developmentinitiatives to further the inclusion of LGBTQ workforce. Since November, 2021 the company joined the
corporate donors of HBLF Romaster initiative and committed to support support of two roma students for 4 years.

For the first time in the history of the company, gender ratioin Magyar Telekom's top management became balanced in
2020 and a number of measures were taken to furtherimprove the proportion of female executives in the entire
management team. The company continued with the monitoring of its gender pay gap, along which further developments
are being initiated. Magyar Telekom Group joined the “One step closer” initiative of Amnesty International in 2021 withiits
commitment to close the gap with at least one percent eachyear.

In July, the management of Magyar Telekom set up the Magenta Alliance Foundation to help colleaguesina difficult
situation due to the pandemic. By the end of December 2020, nearly HUF 6 million was donated by employees. The
company's board of trustees provided support to employees in 100 cases distributing more than HUF 15,5 million. In
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2021, the pandemic continued, so the Magenta Alliance Foundation continued to operate. In 2021, the Foundation
provided more than HUF 18 millionin support for the more than 200 employees and their families.

Local communities

Magyar Telekom and the Hungarian Contemporary Architecture Centre continued to run community gardensin 2021, too.
Gardening works are still ongoing at Csardas Garden. Although, the Kerthatar Community Garden has been closed due to
the sale of real estate, a new community garden was created in Pomaz.

For Telekomitis utmostimportant that no one is left behind without accessing the opportunities and benefits of the
digital world. Within the framework of the Digital Welfare Program, Magyar Telekom has launched its fixed and mobile
Digital Welfare Program package providing quality internet service for users seeking to subscribe at most affordable
rates, furthermore by introducing the Digital First Aid Program providing free of charge internet access for several
hospitals pediatric ward nationwide. Where the fixed internet network is not yet available, the SZIP Mobile internet tariff
package can be ordered for the addresses defined in the SuperFast Internet Program (SZIP).

Non-profit organizations

In 2021 Magyar Telekom announced a tender among non-governmental organizations. As part of the Magenta 1 Business
/ Nonprofit offer, the company provides mobile and fixed services to 38 organizations free of charge for 12 months.

Suppliers

In the framework of the sustainable supply chain management process Magyar Telekomassesses the sustainability
performance of its suppliers each year. This will be done independently by Magyar Telekom, in addition to the suppliers
that are shared with Deutsche Telekom but are not assessed in the Ecovadis system. In 2021 through completing a web
audit questionnaire — that contains questions on general, environmental, social and business ethical topics — 20 suppliers
were assessed and so 56,92% of the total purchase value has been covered by valid web audit assessments.

Future generations

One of the main objectives set forth by Magyar Telekom’s Sustainability Strategy launched in 2016is to achieve
improvement of qualification of 1 million people in Hungary by 2020. The target has been achieved, among other things,
by industry-specific succession development programs like Be an IT Professional!, educational events like the NOW Forum
and digital education programs like Be a Member of the NOW Generation! In view of the COVID-19 virus and the changes
inthe education system and communication habits, Magyar Telekom's programs have also been renewed and moved toa
new interface.

The education and digital inclusion are also an integral part of the new (2021-2030) sustainability strategy. Accordingly,
programs launched in previous years will continue.

On The "LEGYELTEIS!" site, the company shared information about internet security which are understandable and
followable for both childrenand parents.

The digital education of the older generation continued, and the company started a representative research to explore the
internet-using habits of the under-18s. The research was launched in the professional partnership of the Hintalovon
Children's Rights Foundation.

The company also appealed to the younger age group with the launch of the Magenta Podcast channelin March 2020,
which covers media consumption, diversity, online education, mental health, technological innovation, cultural and
economic topics, but expert guests will also speak on topics such as the home office, digital family or just the COVID-19
pandemic. In 2021, the Podcast was continued to provide regular entertainment and professional content on topics such
asdigital parenthood, climate protection, fintech, safe internet usage and the Telekom Mobildonor program. Akey aspect
inthe production of the Podcast is to ensure that the guests and expertsinvited are well-known figures among the
younger generations, thus supporting the success of reaching out to this age group.

Charters and initiatives of cooperation accepted and signed by Magyar Telekom Group

Besides professional challenges, the Group also seeks cooperation opportunities for the solution of social and
environmental problems.
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Magyar Telekom has been an active member of ETNO’s (European Telecommunications Network Operators Association)
Sustainability Workgroup for years. The members work closely towards solvingall kinds of sustainability-related
programs.

Magyar Telekom has been the first among the Hungarian companies to accept OECD Guidelines for Multinational
Enterprises and set them up as mandatory guidelines for its operations.

European Union’s Diversity Charter has been signed by the company and considered as a mandatory guideline.

UN Global Compact has been signed by the company and the “Communication on progress” report on achievements in
the 10 principles is published yearly.

Magyar Telekom has acknowledged the UN Sustainable Development Goals (SDG) and through incorporating the priority
ones inits Sustainability strategy 2016-2020, and Sustainability Strategy 2021-2030 the company finds the contribution
to the goals a mandatory element of its operations.

Magyar Telekom discloses data and information on its climate related activities through the CDP (Carbon Disclosure
Project) platform.

Magyar Telekom has been the first Hungarian company to join the Science Based Target Initiative (SBTi) and has emission
reduction targets approved by SBTi.

Magyar Telekom has joined the UNFCCC Climate Neutral Now initiative.

Thanks to the United Nations Global Compact and emission reduction targets approved by the Science Based Target
Initiative - by achieving the latter, the company can contribute to keep the global temperature rise of the Earth below
1.5 °C —Magyar Telekom became the only Hungarian participantin the UNFCCC Race to Zero campaignin 2020.Since
then, 7 more Hungarian companies joined the campaign, but only Magyar Telekom Plc.is still participating.

List of the main memberships:

= European Telecommunications Network Operators Associations (ETNO)
= GSMA Association

= Joint Venture Association (JVSZ)

= German-Hungarian Chamber of Industry and Commerce

= Telecommunication Advocacy Council

= |CT Association of Hungary

= Hungarian Association of International Companies

= Hungarian Competition Law Association

= Employer’s Equal Opportunities Forum

= Hungarian Logistics, Procurement and Inventory Management Association
= Hungarian Marketing Association

= Hungarian Advertising Association

Quality guaranteesin the Magyar Telekom Group can be found:
https://www.telekom.hu/about_us/about_magyar_telekom/principles/quality_guarantees

7.3 Annual Sustainability Report

Magyar Telekom Group has committed, among other things, to publish reports about its sustainability performance
annually. When the reports are compiled the GRI (Global Reporting Initiative) guidelines and standards are applied, thus
ensuring compliance with the principle that the reports have to be the cornerstones ensuring transparency and
international comparability. The Sustainability report about 2007 was the first report in Hungary which was prepared
according tothe GRI G3 A+ compliance level, this meant the highest level of application of the GRI G3 guidelines at the
time. Since then, Magyar Telekom has produced an annual report with the highest compliance with international
guidelines, the 2013 Sustainability Report was the seventh to meet the requirements of the GRI A+ application level.
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The 2014 and 2015 Sustainability Report was compiled along the Fourth-Generation Principles set forth by the Global
Reporting Initiative (GRI G4), while since 2016 Sustainability reports have been compiled along the newest requirement,
the GRI Standard on “Comprehensive” level. The independent assurance and certification of compliance with the GRI
Standard criteria was conducted by PricewaterhouseCoopers along the ISAE 3000international standard. Further details
on the sustainability performance of the Company can be found in the annual reports available on:

https://www.telekom.hu/about_us/society_and_environment/sustainability_reports

The 2021 Sustainability Reportis going to be published in the first half of 2022.

8 ENVIRONMENT PROTECTION
8.1 Policies

Magyar Telekom Group upholds its commitment to sustainable developmentand environment protection firstin the
environmental policy. The policy contains obligations for the members of Magyar Telekom Group bothindividually and as
a Group:

https://www.telekom.hu/static-tr/sw/file/Magyar_Telekom_environmental_policy.pdf

In addition to the policy, it has alsoissued an environmental directive, which sets out in more detail the company's areas of
commitment and expectations:

https://www.telekom.hu/static-tr/sw/file/magyar-telekom-environment-protection-policy-guidelines.pdf

The Group-level coordination was continued to be implemented under the auspices of the Sustainability Committee (SC)
in2021, as well. The levels of development and management of the corporate sustainability strategy are separated from
the operative implementation level within the operation of the SC, thus the process of implementing sustainability
activitiesis divided to the following levels:

1. Strategy development and strategy management level operating under the auspices of the SC: development of
strategic concepts, implementation of the strategy, relevant communication with national and international organizations.

2. Operative implementation level managed by relevant organizations of the governance areas and business units, actual
operative activities, task management, data provision etc.

The SC’s operationis regulated by a group level directive: on the regulation of Magyar Telekom Group’s sustainability
operation and the responsibilities and competence of stakeholders.

The operative management of Magyar Telekom Group, the Management receives at least once a year a report on the
implementation of the tasks of the Group Sustainability Strategy and other ongoing significant sustainability activities,
results, potential exposures and opportunities.

The Management isinformed on the latest sustainability trends and may respond to the feedback from stakeholders
through the annual report and based on the report may decide on the amendment of the strategy. The Management
keeps contact with the stakeholders throughthe SC. Incoming inquiries are received by the respective professional areas
and critical comments regarding sustainability are transferred to the responsible staff members by the SC members.
According to the relevant group directive the strategic tasks are allocated to the respective Chief Officers.

In 2021, Magyar Telekom's Leadership Squad decided that, inline with its agile operations, the company would manage
sustainability coordination in the form of a squad in the future. Therefore, the role of the Sustainability Committee will be
taken over by the Sustainability Squad from 2022 onwards.
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8.2 Resultsofthepolicies

Asaleading provider of info-communications services in the region, Magyar Telekom’s commitment to sustainable
development with a focus on preserving the environment lies at the center of its mission. 2021 was spent developing a
long-term strategy, the company outlined a S + S year vision instead of the previous S-year perspectives. Climate
protectionremains a key priority inthe new sustainability strategy. The company’s emission reduction commitments
pledged in 2018, which was approved by the Science Based Target Initiative (SBTi), were replaced by more ambitious
targetsin 2019 inresponse to the IPCC’s 1.5 °C report, have come into the main focus of the strategy. The company is
working to achieve the following goals by 2030:

= reduce absolute Scope 1 and 2 Greenhouse Gas (GHG) emissions 84% from a 2015 base year;
= reduce absolute Scope 3 GHG emissions 30% from a 2017 base year.

The European Green Deal also prioritizes energy use and emissions of the ICT sector, recognizing that the sector can make
asignificant contribution to achieving 2050 climate neutrality through SG, artificial intelligence, IoT and cloud services,
butit canalsoincrease its own energy consumption. As a first step, the European Unionaims to increase energy efficiency
in data centers and achieve climate neutrality by 2030. This is also one of the main pillars of Magyar Telekom’s new
climate strategy, despite the fact that the Group’s total electricity consumption, including data centers, has been covered
by renewable energy for many years (since 2016 at Plc., since 2018 in Hungary), which has been set by Deutsche Telekom
asa requirement for its member companies on a group-wide basis from 2021 onwards.

In 2021 Magyar Telekom continued its carbon neutral? project. The company spent half of the income of the company car
policy regulated bonus-malus system to financial implementation of the project. To achieve the carbon neutrality in 2021
- for the seventh yearinarow - Magyar Telekom Group used 99% - the Hungarian member companies 100% - renewable
energy for electricity consumption and offset the rest of its emissions, by purchasing and retiring 18,220 CER (Certified
Emission Reduction) units from a Chinese green project. In 2021 Magyar Telekom purchased 200,000 MWh of renewable
energy with Guarantee of Origin. Our additional highlighted environmental and operational ecoefficiency goals are:

= |ncrease the energy efficiency of buildings

= Decrease fleet consumption, promotion travel replacement solutions, and dematerialization solutions

= |ntroduction of sustainable and climate-friendly products and services

= Mapping and quantifying enablement effects in other sectors as a result of the services offered by the company
= Waste management: reduction of waste (increased recycling-rate)

= Measure the climate footprint of customers and suppliers

= Development of a circular economy for appliances provided to customers

8.3 Risks

Based on the Business Continuity Management System (BCM) the company has identified the critical climate risks (floods,
heat waves) that might affect our operations and we have prepared action plans for possible risk management. According
to the annual assessment the rate of climate damage in the network did not reach the level of intervention (HUF 50 million
damage/ month). In2021, 546 cases had to be investigated due to different problems caused by the weather. During
heatwaves, the company allows its colleagues to work remotely and increases the core temperature of datacenters and
base stations in order to reduce the energy consumption.

In setting the emission reduction targets, Magyar Telekom has considered the current Paris Climate Agreementand EU
standards, as well as the IPCC’s 1.5 °C goals, but it is assumed that regulators will set stronger emission reduction targets
in the future, which may involve financial risks. Current forecasts predict anincrease in the energy consumption of mobile
networks with the spread of SG. However, one of the EU's goals is to significantly reduce energy consumption and plans to
regulate data centers as a first step. Thanks to Magyar Telekom's forward-looking climate strategy, it enjoys an advantage
over its competitors, even with stricter regulations.

2 carbon neutral means net zero GHG emissions
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Opportunities

In addition toits energy efficiency investments and carbon neutral operations, the company considers the use of
renewable energies to be one of the most effective tools for combating climate change. Its long-term goal is to ensure the
supply of electricity to the network as much as possible from renewable energy sources, therefore it hasimplemented the
installation of solar systems inits own buildingsinseveral stages. Magyar Telekom also provides an opportunity forits
customers, who also consider combating climate change, to be able to choose a service that contributes to climate
protection. That’s why in 2019 Magyar Telekom created the world’s unique ExtraNet Green 1GB 30-day option. Although
the measures taken during the pandemic in 2020 reduced turnover after its success in 2019, the company still retains the
option for its customers. In 2021, higher proportion of customers chose this expansion option out of the 1GB options than
in previous years.

In 2020, the European Union created the Taxonomy Regulation, which lists environmentally sustainable economic
activities. Itisanimportant tool for increasing sustainable investment and implementing the European Green Deal, in
particular by providing companies, investors and decision-makers with appropriate definitions of the economic activities
that can be considered environmentally sustainable. The purpose of the Regulationis to create security for investors,
protect private investors from greenwashing, help companies plan for the green transition, and alleviate market
fragmentation. Implementation acts of the Regulation, which will also affect the ICT sector, have not yet been completed,
butit is expected that the Magyar Telekom Group's sustainability strategy and its implementation may improvethe
Company’s perception among investors factoring in sustainable investing considerations.

8.4 Performanceindicators
Emissions below were calculated according to the GHG Protocol Corporate Standard.
Cumulated GHG emission

= 83,060 tCO2e (tons of greenhouse gas emissions in carbon dioxide equivalent), when purchased renewable was not
taken into account (location based emission)
= 18,220 tC0Oe, when purchased renewable was taken into account (market based emission)

Group GHG emission by categories

= Scope 1:12,767tC0O,e (at the moment location based equal to market based)
= Scope 2:70,293tC02e location based
= Scope 2: 5,452 tCO.e market based

Energy efficiency — bits transmitted / energy consumption — 301 Gbit/kWh

9 CORPORATE COMPLIANCE

When shaping the compliance program of Magyar Telekom Group, the goal was to ensure that Magyar Telekom Group
pursues its business activity with maximum awareness of and commitment to compliance with the applicable laws and
legal provisions, in accordance with the strictest norms of ethical business conduct. To this end, we issued policy
statements addressing the potentially arising compliance-related risks, and we apply the procedures set out in these
policy statements and arrange continuous training courses for our employees related to these procedures. We established
clear concise processes to report, examine, follow up and correct suspected cases of non-compliance.

The Corporate compliance program is supervised by the Group compliance officer. The Group compliance officer reports
directly to the Audit Committee, and cooperates with the Board of Directors, the Supervisory Board and the management.
The Corporate compliance program focuses on the Code of Conduct.

The Code of Conduct of Magyar Telekom Group contains the summary of the compliance requirement within the
company, sets common values of the Group and is a key to the strong position, reputation and successful future of
Telekom. The Code of Conduct applies to everyone within the Magyar Telekom Group from the employees to the
members of the Board. Inaddition, contracted partners of the Magyar Telekom Group also have to know and accept these
values, whenregistering on the procurement website.
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In the year 2010, an external independent party audited the implementation of the Compliance program, and we were
awarded a certificate of compliance with the external expectations and of the implementation of the system. The program
was revised in 2013, including other related areas as well — such as procurement, internal audit, HR, sales. The audit was
not aimed only at the implementation and control of the system in the different areas, but it measured the operational
efficiency of the control system. We met the expectations and were awarded by a certificate issued by Ernst&Young as
independent external party. In2017, again an external auditor (KPMG) evaluated the effectiveness of the compliance
management system of Magyar Telekom, and issued a certification that the program complies with the requirements of
the new anti-corruption ISO standard. In 2021 an external advisor (KPMG Germany) reviewed the Compliance program.
They found the operation of the program efficient.

The first distance learning course addressing compliance was started in 2008 in the topic of “Conscious recognition of
fraud and corruption”. Since then we have been providing a general eLearning course for our new employees, mandatory
for all colleagues joining to the company. The course is completed with the acceptance of the Code of Conduct. Since the
start of the program, 95,743 distance learning courses were completed by the employees on group level, related to
topics, such as compliance awareness, supplier due diligence, anti-corruption measures, incompatibility or insider trading.

On the top of that, our company has arranged personal training sessions for employees working in professional areas
exposed to compliance and abuse related risks — both within the parent company and Hungarian and international
subsidiaries —inthe topics of organized anti-corruption behavior, screening of contracted partners and rules of giving and
accepting gifts.

In 2020 —similarly to the practice of the previous years — risk analyses were conducted with the participation of
organizations and subsidiaries of Magyar Telekom Plc. Based on the results of the survey, a comprehensive audit was
prepared for the potential compliance and abuse risks, the result of which was submitted to the Audit Committee of the
Company.

During the year we check the soundness of the reports submitted to our company in connection with unethical behavior,
and if necessary, we act on these reports. In case we identify actual abuses, we take care of the necessary and adequate
countermeasures. Magyar Telekom published all cases of corruption and the related countermeasuresin accordance with
the related applicable laws and legal provisions.

9.1 Fight againstbribery and corruption
9.1.1 Policies

Magyar Telekom does not tolerate any attempts of corruption, so numerous procedures and policies were introduced to
prevent and fight corruption. Magyar Telekom complies with the anti-corruption rules of the Group, and expectsits
business partners not to engage in unlawful activities (including breaching the anti-corruption laws) such as utilize any
money or other services provided by Magyar Telekom for unlawful purposes. This alsoincludes direct or indirect
payments to individual(s) to improve the perception of Magyar Telekom (or any parties acting for Magyar Telekom) or to
influence any business decision. Magyar Telekom strictly prohibits any form of corruptionincluding (but not only),
receiving personal advantages or monetary gains, accepting or providing bribes or promising facilitating payments. The
Group also prohibits employees from making beneficial decisions towards family, friends or close or distant
acquaintances. Itis not allowed to provide any gift orinvitation to an event to third partiesif it could potentially influence
any business transaction. Magyar Telekom Group does not support morally or financially any political parties,
organizations or representatives of these. Magyar Telekom will not start business relations with third parties that violate
the anti-corruption clauses of the Compliance Program or the basic principles of the Code of Conduct.

Due Diligence procedures: There are no fixed procedures on how thorough due diligence should be to avoid legal
responsibility or any investigation as per the anti-corruption laws. The aim of these procedures is toidentify high-risk
areas, and to provide indication when further due diligence or review is required.

9.1.2 Result of the policies

During the year, we have verified the plausibility of any complaints we have received about unethical behavior and
initiated internal investigations if necessary. If we have identified any misconduct we initiated the necessary measures and
actions. Any complaints regarding breaches of internal or external rules can be sent to the Tell Me! portal of Magyar
Telekom. Any questions regarding corporate compliance can be asked on the Ask Me! intranet portal.
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9.1.3 Risk

The basis and prerequisite of the efficient defense against breaches of laws and policies is the registering and analysis of
compliance risks and identifying other compliance relevant cases at Magyar Telekom. The yearly Compliance Risk
Assessment (CRA) handles active and passive corruption separately. The risk assessment always includes Magyar
Telekom, T-Systems and Makedonski Telekom. Other subsidiaries can be included on a case-by-case basis, based on
information originating from internal investigations. The CRA fully covers the abovementioned companies. The Group
Compliance Officer informs the Audit Committee, the Board of Directors, and the management about the result of the risk
assessment and gives an update about the status of the measuresin every quarter.

10 ECONOMIC ENVIRONMENT AND OUTLOOK

The global environmentin 2021 showed dynamic recovery from the recession hitting the worldwide economy in 2020
with the outbreak of the COVID-19 pandemic. The targeted government measures along with the more efficient
management of the pandemic led toimproved production as well as higher consumption levels. However, the still
prevailing pandemic has been reshaping the environment whereas some new economic difficulties has also emerged with
global supply chaindisturbances and the sharp increase in energy prices witnessed in the second half of 2021.

The telecommunicationindustry has continued to play a critical role in keeping families connected and businesses and the
economy progressing in this changing environment. The need for digitalization, demand for data and the use of online,
virtual channels have reached unseen levels, highlighting the integral role of the global telecommunicationindustry.

10.1 Economic environment and outlook

Similarly to 2020, economic performance in 2021 was heavily impacted by the COVID-19 pandemic. First quarter of the
year has been challenging as the emergence of a third wave of pandemic proved to be more severe than previous rounds,
with stringent restrictive measures also negatively impacting economic performance. However, from mid-April on, thanks
to the increasing vaccination rates, the restrictions were gradually lifted. This, coupled with the supportive governmental
measures led to a strong rebound in economic performance witnessed in the outstanding second quarter GDP growth
figure. By the third quarter of 2021, all limitations were removed supporting service sector recovery, with particularly
positive impact witnessed in tourism. Although Hungary was hit by the fourth wave of pandemic in the autumn, only few
limitations were introduced. Consequently, economic performance in the second half of the year continued its positive
development, however now paired with strong inflationary pressure stemming both from global raw material and energy
price increase as well as from the weakening of the forint.

In 2022, GDP is expected to continue to expand further fueled by domestic demand and expansionary fiscal measures. At
the same time, yields are expected toincrease further in line with the central bank’s rate hike steps and inflationis also
forecasted to remain at higher levels with prolonged supply-chain constraints, elevated energy prices and pandemic-
related uncertainty posing further risks to economic performance.

With regards to the Hungarian telecommunication sector, the easing of the pandemic related restrictions coupled with
strong economic performance, have resulted in a favorable developmentin the operating environment. However, within
the sector we have been witnessing changes in the competitive landscape that warrant attention.

Looking ahead, while there are significant uncertainties related to the economic and business developments, demand for
telecommunications services expected to remain strong with digitalization continuing to be of vitalimportance. To ensure
the reliability and security of our networks and our leading position on the market, the management remains committed to
investin our infrastructure and continue with the customer centric operational approach going forward.

11 INTERNAL CONTROLS, RISKS AND UNCERTAINTIES

11.1 The presentation of the systems of internal controls and the evaluation of the activity in the relevant period

Magyar Telekom’s management is committed to establishing and maintaining an adequate internal control system to
ensure the reliability of the financial reports and minimize operating and compliance risks. Our internal control systemis
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in conformity with International Financial Reporting Standards (IFRS) as adopted by the
European Union.
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For the business year 2021 we accomplished control documentation and evaluationin the IT supported ICS-Tool system.
Transaction Level Controls describe the controls built into our business processes that have been designed and operated
to ensure that material misstatementsin eachsignificant financial account and disclosure within the financial statements
are prevented or detected ina timely manner.

Complete evaluation of our internal control system is based on the method established in “Internal Control—Integrated
Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The operation of
the internal control system is supported also by the independentinternal audit function. Beyond tasks regarding the risk
based internal audit work plan, contributes to the enhancement of the internal control processes and to the reduction of
existing risks through ad-hoc audits and ICS testing. The Internal Audit area follows up the implementation of the
measures defined on the basis of the audits. The Supervisory Board and the Audit Committee inter alia also receive regular
reports on the findings of the audits; measures, based on the findings and fulfilment of tasks.

In line with the criteria of the adopted internal control framework, management evaluates the effectiveness of internal
control system within each financial year. Management’s assessment for 2021 is finished and based on the collected
informationinternal control system has been operating effectively to prevent potential material misstatementsinthe
financial statements, and minimize operating and compliance risks.

The Company’s shareholders are being informed about the operation of our internal control system through our public
reports.

The management and Board of Directors of Magyar Telekom are committed to conducting all business activities of
Magyar Telekom Group according to the highest legal and ethical standards. Based on this commitment, the Board of
Directors established the Corporate compliance program of Magyar Telekom.

The Corporate compliance program is applicable to all bodies, organizations, employees of Magyar Telekom Group, and
advisors, agents, representatives as well as to all persons and organizations that work on behalf of the Company or its

subsidiary.

The Corporate compliance program of Magyar Telekom ensures that the business activities of the Group are conducted
observing and incompliance with the relevant laws to the utmost extent, according to the highest standards of training
and commitment. It requires the realization of guidelines and processes that manage potential compliance risks and
implement specific processes in order to report, investigate, monitor and correct suspected or actual lack of compliance.

11.2 The utilization of financial instruments, risk management and hedging policies
Introduction

AsHungary's leading telecommunications and IT service provider we are subject to uncertainties and changes of the
telecommunications and IT industry. To operate successfully in this continuously changing environment risks have to be
systematically identified, assessed and managed.

The risk management system is not only needed from a business point of view, butas a company listed in the stock
market, we are obliged to operate a risk management system and prepare a risk report to inform our investors.

Upon the establishment of our comprehensive risk management system the Company actsin line with the relevant
requirements of the Budapest Stock Exchange, as well as the rules laid downin the applicable international standards.

Our Group level risk management system covers strategic, operational, financial, compliance and legal risks, whichis also
applicable to our consolidated companies. The objective is to identify, monitor and manage these risks in an early phase.

Risk management guidelines

It is our policy that all disclosures made by us to our shareholders and the investment community, are accurate and
complete, and fairly present our financial condition and results of operationsin all material respects. Such disclosures
should be made on a timely basis as required by applicable laws, rules and regulations. To achieve these objectives, we
continuously develop and regularly review the functionality and effectiveness of the elements of our risk management
system.

i Internal Control System



mflm = = EGYUTT. VELED

Our risk management includes the identification, assessment and evaluation of risks, the development of necessary action
plans, as well as the monitoring of performance and results.

Therisk management organization and process:

Magyar Telekom performsits risk management activities in accordance with the risk management guidelines developed
by the Group level risk management organization and approved by the Boards of Directors.

The risk owners of the individual organizations are responsible for identifying, reporting,assessing and monitoring risks on
acontinuous basis, in line with the framework of the risk management process, under the governance of the central risk
management organization.

Magyar Telekom's Group level risk report is regularly submitted to the Board of Directors, the Audit Committee and the
Supervisory Board as well as to Deutsche Telekom's risk management organization.

During the annual planning process the management takes into account potential risks.
The established risk management standard provides a process framework:

= following the identification of risks, they are analyzed, assessed and quantified in details, then they are quantified (by
estimating their probability of occurrence and potential impact) according to a predefined methodology. The
assessment of risk assessment enables the management to focus more effectively on those risks that have a significant
impactonthe company's strategic objectives.

= following the assessment, the decisionis made on the specific measures to reduce risks,

= the relevant risk ownerimplements, monitors and evaluates the relevant measures, and

= these stepsare repeated as necessary toreflectactual developments and decisions.

For the risk management to be effective, Telekom must ensure that the management takes business decisions with full
understanding of all relevant risks that we support through Magyar Telekom’s regular Group level risk report.

Identification, review and reporting of risks:

Risk items affecting our operations are reviewed regularly throughout the Company. All of our subsidiaries and entities are
obliged toidentify and report their operational risks on a quarterly basis. After the evaluation of these risks, results are
reported to the Company’s management, to the Board of Directors, to the Audit Committee and the Supervisory Board.
Thisregular reporting ensures that the most significant risks are monitored, up-to-date risk mitigation measures are
implemented and regularly monitored.

Our risk reporting system is complemented with a continuous reporting procedure which requires all of our departments
and subsidiaries to report on a real-time basis any new material fact, information or risk that comes to their knowledge.
Information thus submitted is monitored and evaluated by the risk management area and the Chief Financial Officer is
notified when a new material risk or informationis identified.

Aninternal regulation has beenissued to define responsibilities of each employee in risk monitoring and management.

Therisk assessment is carried out for a two-year period. Thisis also our forecast period. If there are significant risks
beyond the forecast period, such risks are monitored on a continuous basis.

Opportunities

Besides the systematic management of risks the identification of opportunities and their strategic and financial
assessment are also essential parts of our annual planning process. This allows us to take these opportunities into account
inour forecasts.

11.3 Mainrisk factors

Our financial condition, results of operations or the trading prices of our shares could be materially adversely affected by
any of the risks described below. These risks are not the only risks we face. Additional risks not currently knownto us, or
risks that we currently regard asimmaterial, could also have a material adverse effect on our financial condition, results of
operations or the trading prices of our shares.
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Regulatory risks

= Magyar Telekom operates within a strictly regulated market environment. Most of the regulatory framework is the
result of EU legislation. Hungary implemented the new EU regulatory framework (1972/2018/EU) by end of 2020.

Risk management activities:

= We cooperate and maintain an active dialogue with regulators.
= We maintain processes to ensure compliance and provide timely and accurate information to our regulators.

Legalrisks

= Regulatory cases and legal disputes with parties could have an effect on our results of operations.

Risk management activities:

= Protecting our interest and values through legal representation, continuous management and monitoring of legal
disputes.
= Seealsothe compliance risk management activities.

Financialrisks

= For details onfinancial risks and their management, see Note 5 of the Financial Statements.

= Developmentsinthe technology and telecommunications sectors may resultinimpairment of the book value of
certain of our assets.

= Unpredictable changesinthe Hungarian tax regulations may have an adverse effect on our results.

= Fluctuations inthe currency exchanges rate could have an adverse effect on our results of operations.

= Economic trendsinHungary and in other countries could have an adverse impact on the value of our investments,
operating results or financial situation.

= Theincreasing trend of inflation, with limited predictability could erode Magyar Telekom's results.

= The global energy crisis has emerged recently, with the prices of several major energy commaodities and electricity
rising sharply, the significant price increasing affecting several products, including natural gas, oil, coal and electricity.
Rising energy prices can lead to unexpected costs.
Risk management activities:

= We continuously analyze financial actual data and provide forecasts on financial indicators.

= We carry out sensitivity analyses (e.g. foreign exchange, cash flow).

= Wetest all key controls on anannual basis.

= We continuously improve our processes, systems for the purpose of automated accounting, reporting and
auditing.

= We constantly monitor energy prices to ensure that we purchase energy ata proper price level.

Strategicrisks

= Weare subjecttointense competitionin the fixed business due to overlaps with our competitors on more and more
locations as aresult of the network roll-outs.

=  Weare subjecttointense competitionin SI/IT segment, especially on public sector tenders.

= Adaptionto new trends and technological changes in the telecommunications market (loT, Big Data, Al, 5G) might be
aserious challenge.

= Qur business may be adversely affected by actual or perceived health risks associated with mobile communications
technologies, and unsubstantiated and rapidly spreading news about new technologies.

= Sustainability: information onthe Company's approach to sustainability risks and opportunities can be found in Note 7
“Sustainability” of the Business Report.

Risk management activities:

= We continuously investin the development of our network, our objective is to have the best convergent network in
Hungary.

= Wetransform our internal processes to be even better prepared for future challenges.

= We monitor technological developments and our competitors'activities.

= We pursue responsible and sustainable business activities.
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= |norderto maintain trust and reputation we continuously inform our key stakeholders on our plans, risks and
achievements.
= Weintegrate digitalinitiatives into our long-term planning and align their technology and business strategies.

Operationalrisks

The future of our current operational modelis subject to currently unforeseeable changes in the future business
environment.

Risk management activities:

= We have a flexible business model. We closely monitor the competitive environmentin all markets and respond
accordingly to both consumer and business segment needs.

= Qur price offers are competitive in the markets where we operate.

=  Wesupportour business customers with our innovative products to increase efficiency.

= We transform our internal processes to be even better prepared for future challenges.

The pandemic continues to make a big impact worldwide and also to our entire risk environment.

Risk management activities:

= Reacting to COVID-19 has become part of our everyday operation. Due to the nature of the telecom industry and
the importance of communication services in the pandemic we continuously strengthen our digital strategy.

= Magyar Telekom continues to successfully operate and provide the capacity of its network infrastructure and
ensures the health and productivity of employees by enabling teleworking.

System failures could result in reduced user traffic and revenue, could lead to penalties and could harm our reputation.

Risk management activities:

=  We operate network monitoring systems and define recovery goals to minimize service outages.
=  Weconsideritof key importance to inform our customers in a timely manner about service problemsthus we
operate an advanced information system.

Loss of key personnel could weaken our business.

Risk management activities:

= QOperation of an advanced human resources strategy, for further details see Note 3 (“Social commitments, labor
standards, human rights”) of the Business Report.

The number of cyber attacks has increased significantly in the whole world. Cybersecurity risks have worsened due to
the pandemic, as work, shopping, social interactions and education have become significantly digitized. The quick
change increased the vulnerability of organizations to cyber attacks. Also, teleworking may increase the risk of fraud
and misuse of business information and data, as well as unauthorized access, theft and fraudulent use of data.
Although Magyar Telekom provides services with highest security-standards and constantly tests and updates its
cyber security countermeasures, it cannot be fully excluded that the Company will be subject of a cyber attack. If we
fail to manage this effectively, it may have significant customer related, financial, reputational or regulatory
consequences.

Risk management activities:

= We perform regular audits on key security risks affecting our business and maintain strategies to identify, prevent
and respond to these challenges.

= Qur cybersecurity approach focuses on minimizing the risk of cyber security incidents impacting our networks,
systems and services.

= We promote conscious conductamong our colleagues viacommunication, campaigns and training.
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Data protectionincidents are punishable with very high fines. Despite mitigating measures and well-designed data
protection management structures data protection incidents and compliance deficiencies cannot be entirely
excluded. There may be problems that can have a negative impact on Magyar Telekom's reputation and may incur
costs and sanctions (including fines).

Risk management activities:

= |norderto ensure data protection compliance and to avoid sanctions (fines) we must pay special attention to the
principle of purpose limitation, privacy by design, privacy by default as well as data security measures to avoid
system failures that may impacta large number of subscribers or employees.

= Weregularly provide our colleagues data protection and data security trainings and other tools to help them make
better and risk-conscious decisions.

Procurement and supply chain: we cooperate with a wide range of vendors. Highrisk products and services include
hardware, network technology components, and all products and services provided directly to end users. Supply risks
cannot be entirely avoided. Epidemics, transportation bottlenecks, price increases, changes in the economic or
political environment or the suppliers' product strategies may have a negative impact on our business processes and
results. Further risks may arise from dependencies on specific suppliers or from their default.

Risk management activities:

= |norderto reduce our exposure to risks we implement organizational, operational and profession-specific
procurement strategies. Our procurement processes are planned and are monitored through regular internal and
external controls. Key professional factors for managing procurement risks: proactive management of the supplier
base, supplier segmentation, risk analysis of strategic and critical suppliers and continuous active contact keeping
together with the business areas.

Compliance risks

-

Violation of laws may resultin loss of trust, financial sanctions, impairment of our shareholder value and other
sanctions. Serious violation of laws may lead to criminal proceedings, litigation and regulatory actions.

Risk management activities:

=  Weoperatea compliance framework programfor the identification, regular assessment and mitigation of risks.

= Wetrain ouremployees, run awareness raising programs that explain our ethical norms throughout the
organizationand help the employees to understand their role in ensuring compliance.

= Wesupporta culture where our colleagues can voice their concerns, so we canidentify problems and prevent
them from happening again.

11.4 Financial risk management

The classification of the Company’s financial instruments is described in detail in Note 4 and the financial risk
management of the Company is described in detail in Note 5 of the Financial Statements.

12 ANALYSIS OF FINANCIAL RESULTS FOR 2021

12.1 Revenues

Total revenues increased from HUF 524.1 billionin 2020to HUF 548.3 billionin 2021, driven primarily by the growthin
mobile data and fixed broadband revenues.

Mobile revenuesincreased to HUF 350.0 billionin 2021 compared to HUF 328.3 billion in 2020, reflecting the continued
positive momentum in mobile data usage.

= Voiceretail revenues declined by 4.3% to HUF 105.9 billionin 2021, reflecting tariff pressure.
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= Voice wholesale revenues rose by 6.5% to HUF 8.9 billionin 2021, reflectinganincrease in incoming mobile
traffic.

=  Datarevenuesgrew by 17.1% to HUF 108.8 billionin 2021, driven by the continued growth in subscriber
numbers and strong demand for mobile data usage that was amplified by the pandemic induced social
distancing measures.

= SMSrevenuesincreased by 17.3% to HUF 22.6 billionin 2021, primarily as a result of further growthin mass
messaging revenues coupled with higher usage driven by the increasing retail postpaid customer bases.

= Mobile equipment revenuesincreased by 7.3% to HUF 94.5 billionin 2021, driven primarily by increase in the
average handset prices coupled with higher volume of export sales.

Fixed line revenuesincreased to HUF 187.9 billionin 2021, up from HUF 185.0 billionin 2020. The significant
improvements in broadband and TV revenues fully offset the decline in voice revenues.

= Voiceretail revenues decreased by 7.1% to HUF 31.2 billionin 2021, primarily due to a further decline in the
customer base.

=  Broadband retail revenuesincreased by 10.6% to HUF 53.1 billionin 2021, thanks to further growth of the
customer base that was coupled with continued strong demand for bandwidth upgradetransactions. These
positive developments fully compensated for the temporary fallout in some of the retail broadband revenues for
the first half of 2021 due to the mandatory monthly fee allowance introduced for students and teachers to help
with online education during the pandemic.

=  TVrevenuesincreased by 9.1% to HUF 46.7 billionin 2021, thanks to higher revenues reflecting the continued
expansion of the IPTV customer bases.

= Fixed equipmentrevenues declined by 13.6% to HUF 18.7 billionin 2021, reflecting lower volume of the
equipment sold.

= Dataretail revenuesrose by 2.9% to HUF 10.2 billionin 2021 thanks to higher revenue from leased line fixed
internet services.

=  Wholesale revenues were down by 2.3% to HUF 12.8 billionin 2021 reflecting lower voice services revenue
partly offset by higher network-related revenue.

System Integration (S1) and IT revenues recorded a decline of 4.1% to HUF 10.4 billion in 2021, compared to HUF 10.9
billionin 2020, driven by moderately lower project volumesin Hungary.
12.2 Direct costs

Direct costs increased from HUF 221.0 billionin 2020to HUF 233.3 billionin 2021, primarily due to higher equipment and
interconnect costs.

= Interconnect costs grew by 14.3% to HUF 19.2 billionin 2021, as increased off-network mobile voice trafficled
to higher payments to domestic mobile operators.

= SI/IT service related costs declined by 7.8%to HUF 8.6 billionin 2021, reflecting lower volume of related projects
during the year.

= Baddebtexpenseswere up by 14.3% to HUF 9.8 billionin 2021 due to a forward -looking impairment recognized
inthe amount of HUF 3.2 billion reflecting a possible deterioration of the solvency of our customers driven by
unfavorable macroeconomic developments coupled with the termination of loan moratorium in Hungary
expected for mid-2022. This offset the positive impacts of factoring and favorable aging of mobile receivables.

= Telecomtax was lower by 2.9% at HUF 26.8 billionin 2021, reflecting the absence of a one-off non-recurring
adjustment booked in 2020.

= QOther directcostsincreased by 6.5% to HUF 168.9 billionin 2021, driven primarily by higher equipment costs
coupled withanincrease inroaming and TV content outpayments.

12.3 Gross profit

Gross profitincreased to HUF 315.0 billionin 2024, from HUF 303.2 billion in 2020, reflecting the increase in revenues.
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12.4 Employee-related expenses

Employee-related expensesimproved by 3.3% year-on-year to HUF 56.1 billionin 2024, reflecting the combined impact
of the reductionin overall headcount and lower severance expenses.

12.5 Other operatingexpenses

Other operating expenses declined moderately from HUF 64.9 billionin 2020to HUF 63.7 billionin 2021 thanks to broad
based cost saving measuresimplemented during the year that resulted in lower advisory and maintenance costs.
Hungarian utility tax was broadly stable at HUF 7.2 billion.

12.6 Otheroperatingincome

Other operating income decreased to HUF 3.3 billionin 2021 from HUF 5.0 billion 2020, reflecting primarily lower one-off
profits realized from the sale of real estate.

12.7 EBITDA

EBITDA grew to HUF 198.4 billionin 2021 versus HUF 185.3 billionin 2020, thanks to higher gross profit coupled with
indirect cost savings.

12.8 Depreciation and amortization

Depreciation and amortization (D&A) expenses rose to HUF 122.7 billionin 2021 from HUF 116.9 billionin 2020.Higher
D&A expenses were related to capitalization and shortened useful life of softwares.

12.9 Operating profit

Operating profit rose from HUF 68.4 billionin 2020 to HUF 75.7 billionin 2021 thanks to the improvement in EBITDA
partly offset by higher D&A expenses.

12.10 Net financial result

Net financial resultimproved considerably from HUF 23.6 billion loss in 2020 to HUF 13.0 billion loss in 2021. Although
interest expenses increased due to higher spectrum payment liabilities, more favorable results on the recognition of
derivatives at fair value reflecting shiftsin the relevant yield curves and the absence of significant negative impacts
stemming from the weakening of the forint against the euro during 2020 led to a significant annual improvement.

12.11 Income tax

Income tax expense rose from HUF 12.2 billionin 2020to HUF 13.9 billionin 2021 driven by the higher profit before tax.

13 EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period.

Budapest, February 23,2022
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Chief Executive Officer, Board member  Chief Financial Officer, Board member



Declaration

We the undersigned declare that
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= the attached annual financial statements which have been prepared inaccordance with the applicable set of
accounting standards and to the best of our knowledge, gives a true and fair view of the assets, liabilities, financial

positionand profit or loss of Magyar Telekom Plc. and

= the businessreport gives afair view of the position, development and performance of Magyar Telekom Plc., together

with a description of the principal risks and uncertainties of its business.

Budapest, March 8,2022
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Tibor Rekasi
Chief Executive Officer,

Member of the Board
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Daria Aleksandrovna Dodonova

Chief Financial Officer,
Member of the Board
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REPORT OF THE SUPERVISORY BOARD OF
MAGYAR TELEKOM PLC. FOR THE GENERAL
MEETING OF THE COMPANY

In 2021, the Supervisory Board of Magyar Telekom Plc. (the “Company”) has performed its work inaccordance with the
Articles of Association of the Company and the Rules of Procedure of the Supervisory Board, based on its accepted
Working Schedule. In 2021, the Supervisory Board held meetings on 4 occasions.

The Supervisory Board keptinregular contact with the Board of Directors, the Chief Executive Officer, the Chief Financial
Officer, the Chief Legal Counsel and the head of the Company's Internal Audit organization (the “Internal Audit
organization”).

The Supervisory Board regularly discussed the reports made by the Board of Directors on the management, financial
status and the business policy of the Company, the executive financial reports and reviewed the activities of the Internal
Audit organization and the Compliance program.

The Supervisory Board reviewed and approved the 2021 Audit Plan of the Internal Audit organization, requested and
received regular information on the major findings of all audits, as well as the internal audit measures and the status of
theirimplementation. The questions further occurring in relation to the particular audits were adequately answered by the
head of the Internal Audit organization at the Supervisory Board meetings.

In 2021, the Internal Audit organization has completed audits:

= primarily on the integrity of financial reports (e.g.: facility management process review, bad debt management,
working capital & cashflow management, review of decision making around outsourcing, vendor selection at Maktel,
revenue assurance/ business assurance second line of defense review — and three ICS related audits);

= primarily to improve operational processes (e.g.: Telesales processes, customer friendliness of billing,
telecommunicationand IT/SI project related customer account management @ MT & TSM, Data Loss Prevention,
license management, cloud readiness, customer experience on network quality);

= primarily to strengthen compliance and conformity with regulations (e.g.: OneApp security & process review, sale of
used devices to employees, employee awareness on data security & GDPR).

Internal Audit organization completed ad hoc audits (hybrid working model including COVID-19 impact, One.App
penetration test, employee’s conflict of interest) in addition to the Annual Audit Plan 2021 in order to support the
mitigation of risks arising during the year.

As a result of the audits, Internal Audit organization has recommended corrective measures and monitored the
implementation of them at the areas concerned. The implemented measures have improved the control environment,
and, inaddition, several efficiency improving opportunities have been identified.

The Internal Audit organization has also completed ICS audits to support the effective operation and compliance of
control environment. As in previous years, Internal Audit organization has also participated in the work of Group
Compliance Committee.

The Supervisory Board reviewed the report of the Audit Committee onits activities.

During 2021, there was no shareholder notification submitted to the Supervisory Board, and the Chairperson of the
Supervisory Board has had other requests regarding the operations of the Company investigated in all cases.

The Supervisory Board has not discovered anything to disapprove inthe Company’s activitiesin 2021, withregard to the
Company’s compliance with statutory operation.
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The Supervisory Board examined the submissions to be submitted to the General Meeting, or, with respect to certain
agendaitems, ensured their preparation and submission to the General Meeting.

The Supervisory Board examined the report of the Board of Directors on the management of the Company, on
the business operation, on the business policy and on the financial situation of the Company and Magyar
Telekom Group in 2021, which the Supervisory Board acknowledged.

The Supervisory Board, with the involvement of the Audit Committee and the Statutory Auditor, examined the
2021 Consolidated Financial Statements prepared according to International Financial Reporting Standards
(IFRS), to be submitted to the General Meeting by the Board of Directors, and the proposal of the Board of
Directors for their approval.

In the opinion of the Supervisory Board, the Consolidated Financial Statements are in compliance with the
prescriptions of the law, the Supervisory Board agrees with their content. The Supervisory Board proposes to the
General Meeting for approval the 2021 Consolidated Financial Statements of the Company prepared according
to International Financial Reporting Standards (IFRS) including Statements of Financial Position Total Assets and
Profit for the year in accordance with the proposal of the Board of Directors and the Audit Committee.

The Supervisory Board, with the involvement of the Audit Committee and the Statutory Auditor, examined the
2021 Separate Financial Statements prepared according to International Financial Reporting Standards (IFRS), to
be submitted to the General Meeting by the Board of Directors, and the proposal of the Board of Directors for
their approval.

In the opinion of the Supervisory Board, the Separate Financial Statements are in compliance with the
prescriptions of the law, the Supervisory Board agrees with their content. The Supervisory Board proposesto the
General Meeting for approval the 2021 Separate Financial Statements prepared according to International
Financial Reporting Standards (IFRS) including Statements of Financial PositionT otal Assets and Profit for the
year inaccordance with the proposal of the Board of Directors and the Audit Committee.

The Supervisory Board, with the involvement of the Audit Committee, discussed the proposal of the Board of
Directors, according to which the Company shall pay a total dividend of HUF 15,000,000,000to the shareholders
from the profit of 2021. The Supervisory Board agrees with the proposal of the Board of Directorsand proposes
the proposal to the General Meeting for approval.

The Supervisory Board examined the information of the Board of Directors on the purchase of treasury shares
following the Annual General Meeting in 2021 and the proposal of the Board of Directors regarding the
authorization to purchase ordinary Magyar Telekom shares, and acknowledged them.

The Supervisory Board examined the Corporate Governance and Management Report of the Company for the
2021 business year, and with its approval proposes it to the General Meeting for acceptance.

The Supervisory Board examined the submission of the Board of Directors on discharging the members of the
Board of Directors from liability and agrees with that the General Meeting should discharge the members of the
Board of Directors from liability for the business year of 2021 and with that the General Meeting should approve
the discharging from liability with respect to the 2019 and 2020 business years.

The Supervisory Board examined the amendment to the Company’s Articles of Association proposed by the
Board of Directorsand agrees withit.

The Supervisory Board examined the submission of the Board of Directors on the election of members of the
Board of Directors and acknowledged it.

The Supervisory Board examined the submission on the remuneration of the members of the Board of Directors
to be re-submitted to the General Meeting and agrees withiit.

The Supervisory Board examined the submission of the Board of Directors on the election of members of the
Supervisory Board and the Audit Committee and acknowledged it.
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= The Supervisory Board examined the submission of the Board of Directors on the capital decrease of the
Company and in relation to this modification of the Articles of Association, and with its acknowledgement
proposes it to the General Meeting for acceptance.

= The Supervisory Board examined the submission prepared by the Remuneration and Nomination Committee
submitted to the General Meeting with the agreement of the Board of Directors on the approval of theamended
Remuneration Policy, and with its acknowledgement proposes it to the General Meeting for acceptance.

= The Supervisory Board examined the submission prepared by the Board of Directors submitted to the General
Meeting with the agreement of the Remuneration and Nomination Committee on the approval of the
Remuneration Report, and with its acknowledgement proposes it to the General Meeting for acceptance.

= The Supervisory Board, considering and based on the result of the audit rotation tender procedure performed by
the Audit Committee, adopted its proposal on the election and determination of the remuneration of the
Company’s Statutory Auditor, and determination of the contents of the material elements of the contract to be
concluded with the Statutory Auditor and submits it to the General Meeting.

The Supervisory Board supplements its report adopted on March 8, 2022, while maintaining its contents, as follows:

With regard to the supplemented agenda and the draft resolutions proposed by the Hold 2000 Nyiltvég( Befektetési Alap,
the Hold 2024 Deep Value Nyiltvég(i Befektetési Alap, the Hold Columbus Globalis Ertékalapt Szarmaztatott Befek tetési
Alap, the Hold Kozép-eurdpai Részvény Befektetési Alap, the Hold Részvény Befektetési Alap, and the Hold Rubicon
Szarmaztatott Befektetési Alap (the “Shareholders”):

= The Supervisory Board, with the involvement of the Audit Committee, examined the proposal of the Shareholders
on the “Decision on the appropriation of profit after tax and dividend determination of the profit distribution”,
and agrees that the proposal is submitted to the General Meeting in accordance with the applicable laws.

= The Supervisory Board examined the submission of the Shareholders on the “Removal of a member of the Board
of Directors and election of a new member of the Board of Directors and determining his remuneration” and
agrees that the proposal is submitted to the General Meeting in accordance with the applicable laws.

= The Supervisory Board examined the submission of the Shareholders on the “Request to the Board of Directors to
develop a new Remuneration Policy” and agrees that the proposal is submitted to the General Meeting in
accordance withthe applicable laws.

=  The Supervisory Board examined the submissions of the Shareholders on the “Report of the Board of Directorson
the assessment of shareholders' proposals onthe Company's dividend policy”,and the “Request to the Board of
Directors to propose a new dividend policy” and agrees that the proposals are submitted to the General Meeting
inaccordance with the applicable laws.

Budapest, March 21,2022
In representation of the Supervisory Board of Magyar Telekom Plc.:

Prof. dr. Attila Borbély, Chairperson of the Supervisory Board
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REPORT OF THE AUDIT COMMITTEE OF MAGYAR
TELEKOM PLC. FOR THE SUPERVISORY BOARD
AND THE GENERALMEETING OF THE COMPANY
IN RELATION TO THE APPROVAL OF THE 2021
CONSOLIDATED AND SEPARATE FINANCIAL
STATEMENTS OF THE COMPANY PREPARED
ACCORDING TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS), AND THE USE OF
THE PROFIT FOR THE YEAR EARNED IN 2021

In 2021, the Audit Committee of Magyar TelekomPlc. (the “Company”)has performed itswork inaccordance with the
Articles of Association of the Company and the Rules of Procedure of the Audit Committee, based on its accepted
Working Schedule, and in case of the occurrence of an extraordinary case, with a focus onits review without delay and on
the interest of making the appropriate decision. In 2021, the Audit Committee held 4 meetings and 3 extraordinary
meetings, furthermore, itadopted resolutions without holding a meeting in writing on 4 occasions.

The Audit Committee kept in continuous contact with the Company’s Chief Financial Officer, the Chief Legal Counsel, the
head of the Internal Audit organization, the head of the Compliance organization, and the Statutory Auditor (the
“Auditor”).

The Audit Committee adequately supported the Supervisory Board in supervising the financial reporting system, in
selecting the Auditor and in cooperating with the Auditor.

The Audit Committee supported the Supervisory Board —inter alia - in the following tasks in 2021.:
The Audit Committee regularly monitored the services provided by the Auditor and their fees. The Auditor, with the
general or specific pre-approvalof the Audit Committee, provided audit of the financial statements, other audit related

services and other services for the Company in 2021.

The Audit Committee quarterly reviewed and evaluated the reports on the activities of Internal Audit, furthermore,
reviewed the Annual Audit Plan of the Internal Audit organization.

The Audit Committee quarterly reviewed and evaluated the Group Compliance Officer’s reports on
= the progress of the implementation of the Compliance program;
= the reported comments and complaints, the status of the investigations initiated with respect to them, and the

proposed remedial actions.

The Audit Committee provided an assistance to the Supervisory Board in supervising the operation of the Internal Control
System (“ICS”).
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The Audit Committee reviewed and evaluated the financial reports pertaining to those of regular information provision as
prescribed by the Capital Markets Act.

The Audit Committee regularly monitored the risk management system of the Magyar Telekom Group, and the quarterly
risk management reports which effectively ensure the supervision of the most significant risks and the status, control and
monitoring of up-to-date risk mitigation measures.

The Audit Committee conducted an auditor rotation tender procedure in accordance with the EU Audit Regulation® and as
a result thereof, the Audit Committee submitted its recommendation to the Supervisory Board on the election of the
Statutory Auditor of the Company.

There was no shareholder notification to the Audit Committee in 2021.
In relation with the 2022 Annual General Meeting the Audit Committee performed the following tasks:

= TheAudit Committee reviewed and evaluated the 2021 Consolidated Financial Statements prepared according
to International Financial Reporting Standards (IFRS) to be submitted to the Supervisory Board and the General
Meeting by the Board of Directors, the proposal of the Board of Directors for their approval and listened to the
relevant report of the Auditor.

The Audit Committee, based onits activities performed during the year and the report of the Auditor, agrees with
the content of the Consolidated Financial Statements and the proposal, and submits it to the Supervisory Board.
The Audit Committee proposes to the Supervisory Board for agreement of the content of the 2021 Consolidated
Financial Statements of the Company prepared according to International Financial Reporting Standards (IFRS),
and to the General Meeting for approval the Consolidated Financial Statements including Statements of Financial
Position Total Assets of HUF 1,400,671 million and Profit for the year 2021 of HUF 62,847 million.

=  TheAudit Committee reviewed and evaluated the 2021 Separate Financial Statements of the Company prepared
according to International Financial Reporting Standards (IFRS) to be submitted to the Supervisory Board and the
General Meeting by the Board of Directors, the proposal of the Board of Directors for their approval and listened
to the relevant report of the Auditor.

The Audit Committee, based onits activities performed during the year and the report of the Auditor, agrees with
the content of the Separate Financial Statements and the proposal, and submits it to the Supervisory Board. The
Audit Committee proposes to the Supervisory Board for agreement of the content of the 2021 Separate Financial
Statements of the Company prepared according to International Financial Reporting Standards (IFRS), and to the
General Meeting for approval the Separate Financial Statements including Statements of Financial Position Total
Assets of HUF 1,310,465 million and Profit for the year 2021 of HUF 54,544 million.

= TheAudit Committee reviewed and evaluated the proposal of the Board of Directors, according towhich a total
dividend of HUF 15,000,000,000 shall be paid by the Company to the shareholders from the profit of 2021.
According to the review of the Audit Committee, the appropriate coverage for dividend payment is available, the
Audit Committee agrees with the proposal. The Audit Committee proposes the proposal to the Supervisory
Board for agreement and proposes to the General Meeting for approval. The Audit Committee also reviewed and
evaluated the proposal of Hold 2000 Nyiltvég(i Befektetési Alap, Hold 2024 Deep Value Nyiltvég (i Befektetési
Alap, Hold Columbus Globalis Ertékalapu Szarmaztatott Befektetési Alap, Hold Kozép-eurdpai Részvény
Befektetési Alap, Hold Részvény Befektetési Alap, and Hold Rubicon Szarmaztatott Befektetési Alap shareholders
on the supplemented agenda and the proposed draft resolution regarding the “Decision on the appropriation of
profit after tax and dividend determination of the profit distribution”.

Budapest, March 21,2022
In representation of the Audit Committee of Magyar Telekom Plc.:

Prof. dr. Attila Borbély, Chairperson of the Audit Committee

1 Regulation (Eu) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on specific requirements regarding statutory audit of
public-interest entities and repealing Commission Decision 2005/909/EC.
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SUBMISSION
TO THE GENERAL MEETING OF MAGYAR TELEKOM PLC.

PROPOSAL OF THE BOARD OF DIRECTORS FOR
THE USE OF THE PROFIT FOR THE YEAR EARNED
IN 2021; PRESENTATION OF THE RELEVANT
REPORT OF THE SUPERVISORY BOARD, THE
AUDIT COMMITTEE AND THE AUDITOR; USE OF
THE PROFIT FOR THE YEAR EARNED IN 2021,
SHAREHOLDERS' PROPOSAL ON THE DECISION ON
THE APPROPRIATION OF PROFIT AFTER TAX AND
DIVIDEND DETERMINATION OF THE PROFIT
DISTRIBUTION

BUDAPEST, APRIL 12, 2022
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A) PROPOSAL OF THE BOARD OF DIRECTORS FOR THE USE OF THE PROFIT FOR THE YEAR EARNED IN 2021;
PRESENTATION OF THE RELEVANT REPORT OF THE SUPERVISORY BOARD, THE AUDIT COMMITTEE AND THE AUDITOR,;
USE OF THE PROFIT FOR THE YEAR EARNED IN 2021

According to Section 3:109 (2) of the Civil Code and Section 5.2. (i) of the Articles of Association deciding on the
utilization of after-tax earnings belongs to the exclusive scope of authority of the General Meeting. Those shareholders
who are registered on the Share Register at the record date of the dividend payment identification process ordered by the
Company shall be entitled to the dividend.

Resolution proposal:

A total dividend of HUF 15,000,000,000 shall be paid by the Company to the shareholders from the profit of 2021, the
dividend on treasury shares will be distributed by the Company among the shareholders who are entitled to dividends.
The HUF 15,000,000,000 to be disbursed as dividends shall be paid from the profit after tax of HUF 54,544,759,716
based on the Separate Financial Statements figures. The remaining amount of HUF 39,544,759,716 of the profit after
tax based on the Separate Financial Statements figures shall be allocated to retained earnings.

May 10, 2022 shall be the first day of dividend disbursement. The record date of the dividend payment shall be April
29, 2022. On April 25, 2022, the Board of Directors of the Company shall publish a detailed announcement on the
order of the dividend disbursement on the homepage of the company and the Budapest Stock Exchange.

The dividends shall be paid by KELER ltd., in compliance with the instructions of the Company.

Relevant part of the Report of the Supervisory Board related to the Board of Directors’ submission included in this agenda
item:

The Supervisory Board, with the involvement of the Audit Committee, discussed the proposal of the Board of Directors,
according to which the Company shall pay a total dividend of HUF 15,000,000,000 to the shareholders from the profit of
2021. The Supervisory Board agrees with the proposal of the Board of Directors and proposes the proposal to the General
Meeting for approval.
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B) Shareholders’ proposal: “DECISION ON THE APPROPRIATION OF PROFIT AFTER TAX AND DIVIDEND DETERMINATION
OF THE PROFIT DISTRIBUTION”

Submission and resolution proposal of the HOLD 2000 NYILTVEGU BEFEKTETESI ALAP, the HOLD 2024 DEEP VALUE
NYILTVEGU BEFEKTETESI ALAP, the HOLD COLUMBUS GLOBALIS ERTEKALAPU SZARMAZTATOTT BEFEKTETESI ALAP,
the HOLD KOZEP-EUROPAI RESZVENY BEFEKTETESI ALAP, the HOLD RESZVENY BEFEKTETESI ALAP and HOLD RUBICON
SZARMAZTATOTT BEFEKTETESI ALAP (hereinafter the “Shareholders”™) on the “Decision on the appropriation of profit
after tax and dividend determination of the profit distribution”, submitted on March 17, 2022:

“Agenda item: Decision on the appropriation of profit after tax and dividend determination of the profit
distribution

Presentation:

The Company announced in an investor release on February 23, 2022 that the Board of Directors
approved the shareholder remuneration policy for the years 2022-2024.

In the investment release, the Board of Directors has submitted the following proposal for approval by
the Annual General Meeting:
It proposes a total dividend of HUF 15 billion for the 2021 financial year. Furthermore, the Board of
Directors proposes that the value of the buyback should be up to HUF 14.6 billion, specifying that the
buyback requires the approval of the General Meeting.

Since the decision on the appropriation of the profit after tax and the determination of the dividend are
within the competence of the General Meeting, we kindly ask the Board of Directors to add the following
proposal to the agenda:
We propose a total dividend payment of HUF 25 billion for the 2021 financial year. Furthermore, we
propose that the value of the buyback should be up to HUF 14.6 billion, specifying that the buyback
requires the approval of the General Meeting.

Regulation (EU) No 2019/2088 of the European Parliament and of the Council ("SFDR") imposes
enhanced transparency obligations on financial market participants in the context of corporate
governance issues. If the proposed amendments are rejected by the General Meeting, the Company will
disregard the interests of minority shareholders, thereby jeopardising the prudent operation of the
Company.

Proposed decision:

Resolution No /...J/2022 (1V.12.)

The General Meeting resolves to pay a dividend of HUF 25,000,000,000, i.e. twenty-five billion of
Hungarian Forints, to the shareholders in accordance with the proposal of the minority of
shareholders, the provisions of Section 3:262 of Act V of 2013 on the Civil Code and the provisions of
Section 4.3 of the Articles of Association. The General Meeting although resolves that the value of the
buyback is HUF 14,600,000,000, i.e. fourteen billion and six thousand millions of Hungarian
Forints.”

Relevant part of the Report of the Supervisory Board related to the Shareholders’ submission included in this agenda item:
The Supervisory Board, with the involvement of the Audit Committee, examined the proposal of the Shareholders on the

“Decision on the appropriation of profit after tax and dividend determination of the profit distribution”, and agrees that
the proposal is submitted to the General Meeting in accordance with the applicable laws.

3
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REPORT OF THE SUPERVISORY BOARD OF
MAGYAR TELEKOM PLC. FOR THE GENERAL
MEETING OF THE COMPANY

In 2021, the Supervisory Board of Magyar Telekom Plc. (the “Company”) has performed its work in accordance with the
Articles of Association of the Company and the Rules of Procedure of the Supervisory Board, based on its accepted
Working Schedule. In 2021, the Supervisory Board held meetings on 4 occasions.

The Supervisory Board kept in regular contact with the Board of Directors, the Chief Executive Officer, the Chief Financial
Officer, the Chief Legal Counsel and the head of the Company's Internal Audit organization (the “Internal Audit
organization”).

The Supervisory Board regularly discussed the reports made by the Board of Directors on the management, financial
status and the business policy of the Company, the executive financial reports and reviewed the activities of the Internal
Audit organization and the Compliance program.

The Supervisory Board reviewed and approved the 2021 Audit Plan of the Internal Audit organization, requested and
received regular information on the major findings of all audits, as well as the internal audit measures and the status of
their implementation. The questions further occurring in relation to the particular audits were adequately answered by the
head of the Internal Audit organization at the Supervisory Board meetings.

In 2021, the Internal Audit organization has completed audits:

= primarily on the integrity of financial reports (e.g.: facility management process review, bad debt management,
working capital & cashflow management, review of decision making around outsourcing, vendor selection at Maktel,
revenue assurance/ business assurance second line of defense review — and three ICS related audits);

= primarily to improve operational processes (e.g.. Telesales processes, customer friendliness of billing,
telecommunication and IT/SI project related customer account management @ MT & TSM, Data Loss Prevention,
license management, cloud readiness, customer experience on network quality);

=  primarily to strengthen compliance and conformity with regulations (e.g.: OneApp security & process review, sale of
used devices to employees, employee awareness on data security & GDPR).

Internal Audit organization completed ad hoc audits (hybrid working model including COVID-19 impact, One.App
penetration test, employee’s conflict of interest) in addition to the Annual Audit Plan 2021 in order to support the
mitigation of risks arising during the year.

As a result of the audits, Internal Audit organization has recommended corrective measures and monitored the
implementation of them at the areas concerned. The implemented measures have improved the control environment,
and, in addition, several efficiency improving opportunities have been identified.

The Internal Audit organization has also completed ICS audits to support the effective operation and compliance of
control environment. As in previous years, Internal Audit organization has also participated in the work of Group
Compliance Committee.

The Supervisory Board reviewed the report of the Audit Committee on its activities.

During 2021, there was no shareholder notification submitted to the Supervisory Board, and the Chairperson of the
Supervisory Board has had other requests regarding the operations of the Company investigated in all cases.

The Supervisory Board has not discovered anything to disapprove in the Company’s activities in 2021, with regard to the
Company’s compliance with statutory operation.
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The Supervisory Board examined the submissions to be submitted to the General Meeting, or, with respect to certain
agenda items, ensured their preparation and submission to the General Meeting.

The Supervisory Board examined the report of the Board of Directors on the management of the Company, on
the business operation, on the business policy and on the financial situation of the Company and Magyar
Telekom Group in 2021, which the Supervisory Board acknowledged.

The Supervisory Board, with the involvement of the Audit Committee and the Statutory Auditor, examined the
2021 Consolidated Financial Statements prepared according to International Financial Reporting Standards
(IFRS), to be submitted to the General Meeting by the Board of Directors, and the proposal of the Board of
Directors for their approval.

In the opinion of the Supervisory Board, the Consolidated Financial Statements are in compliance with the
prescriptions of the law, the Supervisory Board agrees with their content. The Supervisory Board proposes to the
General Meeting for approval the 2021 Consolidated Financial Statements of the Company prepared according
to International Financial Reporting Standards (IFRS) including Statements of Financial Position Total Assets and
Profit for the year in accordance with the proposal of the Board of Directors and the Audit Committee.

The Supervisory Board, with the involvement of the Audit Committee and the Statutory Auditor, examined the
2021 Separate Financial Statements prepared according to International Financial Reporting Standards (IFRS), to
be submitted to the General Meeting by the Board of Directors, and the proposal of the Board of Directors for
their approval.

In the opinion of the Supervisory Board, the Separate Financial Statements are in compliance with the
prescriptions of the law, the Supervisory Board agrees with their content. The Supervisory Board proposes to the
General Meeting for approval the 2021 Separate Financial Statements prepared according to International
Financial Reporting Standards (IFRS) including Statements of Financial PositionTotal Assets and Profit for the
year in accordance with the proposal of the Board of Directors and the Audit Committee.

The Supervisory Board, with the involvement of the Audit Committee, discussed the proposal of the Board of
Directors, according to which the Company shall pay a total dividend of HUF 15,000,000,000 to the shareholders
from the profit of 2021. The Supervisory Board agrees with the proposal of the Board of Directors and proposes
the proposal to the General Meeting for approval.

The Supervisory Board examined the information of the Board of Directors on the purchase of treasury shares
following the Annual General Meeting in 2021 and the proposal of the Board of Directors regarding the
authorization to purchase ordinary Magyar Telekom shares, and acknowledged them.

The Supervisory Board examined the Corporate Governance and Management Report of the Company for the
2021 business year, and with its approval proposes it to the General Meeting for acceptance.

The Supervisory Board examined the submission of the Board of Directors on discharging the members of the
Board of Directors from liability and agrees with that the General Meeting should discharge the members of the
Board of Directors from liability for the business year of 2021 and with that the General Meeting should approve
the discharging from liability with respect to the 2019 and 2020 business years.

The Supervisory Board examined the amendment to the Company’s Articles of Association proposed by the
Board of Directors and agrees with it.

The Supervisory Board examined the submission of the Board of Directors on the election of members of the
Board of Directors and acknowledged it.

The Supervisory Board examined the submission on the remuneration of the members of the Board of Directors
to be re-submitted to the General Meeting and agrees with it.

The Supervisory Board examined the submission of the Board of Directors on the election of members of the
Supervisory Board and the Audit Committee and acknowledged it.
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= The Supervisory Board examined the submission of the Board of Directors on the capital decrease of the
Company and in relation to this modification of the Articles of Association, and with its acknowledgement
proposes it to the General Meeting for acceptance.

= The Supervisory Board examined the submission prepared by the Remuneration and Nomination Committee
submitted to the General Meeting with the agreement of the Board of Directors on the approval of the amended
Remuneration Policy, and with its acknowledgement proposes it to the General Meeting for acceptance.

= The Supervisory Board examined the submission prepared by the Board of Directors submitted to the General
Meeting with the agreement of the Remuneration and Nomination Committee on the approval of the
Remuneration Report, and with its acknowledgement proposes it to the General Meeting for acceptance.

= The Supervisory Board, considering and based on the result of the audit rotation tender procedure performed by
the Audit Committee, adopted its proposal on the election and determination of the remuneration of the
Company’s Statutory Auditor, and determination of the contents of the material elements of the contract to be
concluded with the Statutory Auditor and submits it to the General Meeting.

The Supervisory Board supplements its report adopted on March 8, 2022, while maintaining its contents, as follows:

With regard to the supplemented agenda and the draft resolutions proposed by the Hold 2000 Nyiltvégli Befektetési Alap,
the Hold 2024 Deep Value Nyiltvég(i Befektetési Alap, the Hold Columbus Globdlis Ertékalapt Szarmaztatott Befektetési
Alap, the Hold Kozép-eurdpai Részvény Befektetési Alap, the Hold Részvény Befektetési Alap, and the Hold Rubicon
Szarmaztatott Befektetési Alap (the “Shareholders”):

=  The Supervisory Board, with the involvement of the Audit Committee, examined the proposal of the Shareholders
on the “Decision on the appropriation of profit after tax and dividend determination of the profit distribution”,
and agrees that the proposal is submitted to the General Meeting in accordance with the applicable laws.

=  The Supervisory Board examined the submission of the Shareholders on the “Removal of a member of the Board
of Directors and election of a new member of the Board of Directors and determining his remuneration” and
agrees that the proposal is submitted to the General Meeting in accordance with the applicable laws.

=  The Supervisory Board examined the submission of the Shareholders on the “Request to the Board of Directors to
develop a new Remuneration Policy” and agrees that the proposal is submitted to the General Meeting in
accordance with the applicable laws.

=  The Supervisory Board examined the submissions of the Shareholders on the “Report of the Board of Directors on
the assessment of shareholders' proposals on the Company's dividend policy”, and the “Request to the Board of
Directors to propose a new dividend policy” and agrees that the proposals are submitted to the General Meeting
in accordance with the applicable laws.

Budapest, March 21, 2022
In representation of the Supervisory Board of Magyar Telekom Plc.:

Prof. dr. Attila Borbély, Chairperson of the Supervisory Board
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REPORT OF THE AUDIT COMMITTEE OF MAGYAR
TELEKOM PLC. FOR THE SUPERVISORY BOARD
AND THE GENERAL MEETING OF THE COMPANY
IN RELATION TO THE APPROVAL OF THE 2021
CONSOLIDATED AND SEPARATE FINANCIAL
STATEMENTS OF THE COMPANY PREPARED
ACCORDING TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS), AND THE USE OF
THE PROFIT FOR THE YEAR EARNED IN 2021

In 2021, the Audit Committee of Magyar Telekom Plc. (the “Company”) has performed its work in accordance with the
Articles of Association of the Company and the Rules of Procedure of the Audit Committee, based on its accepted
Working Schedule, and in case of the occurrence of an extraordinary case, with a focus on its review without delay and on
the interest of making the appropriate decision. In 2021, the Audit Committee held 4 meetings and 3 extraordinary
meetings, furthermore, it adopted resolutions without holding a meeting in writing on 4 occasions.

The Audit Committee kept in continuous contact with the Company’s Chief Financial Officer, the Chief Legal Counsel, the
head of the Internal Audit organization, the head of the Compliance organization, and the Statutory Auditor (the
“Auditor”).

The Audit Committee adequately supported the Supervisory Board in supervising the financial reporting system, in
selecting the Auditor and in cooperating with the Auditor.

The Audit Committee supported the Supervisory Board — inter alia - in the following tasks in 2021:

The Audit Committee regularly monitored the services provided by the Auditor and their fees. The Auditor, with the
general or specific pre-approval of the Audit Committee, provided audit of the financial statements, other audit related
services and other services for the Company in 2021.

The Audit Committee quarterly reviewed and evaluated the reports on the activities of Internal Audit, furthermore,
reviewed the Annual Audit Plan of the Internal Audit organization.

The Audit Committee quarterly reviewed and evaluated the Group Compliance Officer’s reports on
= the progress of the implementation of the Compliance program;
= the reported comments and complaints, the status of the investigations initiated with respect to them, and the

proposed remedial actions.

The Audit Committee provided an assistance to the Supervisory Board in supervising the operation of the Internal Control
System (“ICS”).
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The Audit Committee reviewed and evaluated the financial reports pertaining to those of regular information provision as
prescribed by the Capital Markets Act.

The Audit Committee regularly monitored the risk management system of the Magyar Telekom Group, and the quarterly
risk management reports which effectively ensure the supervision of the most significant risks and the status, control and
monitoring of up-to-date risk mitigation measures.

The Audit Committee conducted an auditor rotation tender procedure in accordance with the EU Audit Regulation® and as
a result thereof, the Audit Committee submitted its recommendation to the Supervisory Board on the election of the
Statutory Auditor of the Company.

There was no shareholder notification to the Audit Committee in 2021.
In relation with the 2022 Annual General Meeting the Audit Committee performed the following tasks:

=  The Audit Committee reviewed and evaluated the 2021 Consolidated Financial Statements prepared according
to International Financial Reporting Standards (IFRS) to be submitted to the Supervisory Board and the General
Meeting by the Board of Directors, the proposal of the Board of Directors for their approval and listened to the
relevant report of the Auditor.

The Audit Committee, based on its activities performed during the year and the report of the Auditor, agrees with
the content of the Consolidated Financial Statements and the proposal, and submits it to the Supervisory Board.
The Audit Committee proposes to the Supervisory Board for agreement of the content of the 2021 Consolidated
Financial Statements of the Company prepared according to International Financial Reporting Standards (IFRS),
and to the General Meeting for approval the Consolidated Financial Statements including Statements of Financial
Position Total Assets of HUF 1,400,671 million and Profit for the year 2021 of HUF 62,847 million.

=  The Audit Committee reviewed and evaluated the 2021 Separate Financial Statements of the Company prepared
according to International Financial Reporting Standards (IFRS) to be submitted to the Supervisory Board and the
General Meeting by the Board of Directors, the proposal of the Board of Directors for their approval and listened
to the relevant report of the Auditor.

The Audit Committee, based on its activities performed during the year and the report of the Auditor, agrees with
the content of the Separate Financial Statements and the proposal, and submits it to the Supervisory Board. The
Audit Committee proposes to the Supervisory Board for agreement of the content of the 2021 Separate Financial
Statements of the Company prepared according to International Financial Reporting Standards (IFRS), and to the
General Meeting for approval the Separate Financial Statements including Statements of Financial Position Total
Assets of HUF 1,310,465 million and Profit for the year 2021 of HUF 54,544 million.

= The Audit Committee reviewed and evaluated the proposal of the Board of Directors, according to which a total
dividend of HUF 15,000,000,000 shall be paid by the Company to the shareholders from the profit of 2021.
According to the review of the Audit Committee, the appropriate coverage for dividend payment is available, the
Audit Committee agrees with the proposal. The Audit Committee proposes the proposal to the Supervisory
Board for agreement and proposes to the General Meeting for approval. The Audit Committee also reviewed and
evaluated the proposal of Hold 2000 Nyiltvégl Befektetési Alap, Hold 2024 Deep Value Nyiltvégli Befektetési
Alap, Hold Columbus Globalis Ertékalapli Szarmaztatott Befektetési Alap, Hold Kozép-eurdpai Részvény
Befektetési Alap, Hold Részvény Befektetési Alap, and Hold Rubicon Szarmaztatott Befektetési Alap shareholders
on the supplemented agenda and the proposed draft resolution regarding the “Decision on the appropriation of
profit after tax and dividend determination of the profit distribution”.

Budapest, March 21, 2022
In representation of the Audit Committee of Magyar Telekom Plc.:

Prof. dr. Attila Borbély, Chairperson of the Audit Committee

1 Regulation (Eu) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on specific requirements regarding statutory audit of
public-interest entities and repealing Commission Decision 2005/909/EC.
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1) INFORMATION OF THE BOARD OF DIRECTORS ON THE PURCHASE OF TREASURY SHARES FOLLOWING THE
AUTHORIZATION PROVIDED IN 2021

The Board of Directors of Magyar Telekom Plc., based on the authorization set out in Section 9 (2) of Government Decree
no. 502/2020. (XI. 16.) authorized the Board of Directors with its resolution no. 2/5 (04.16.2021.) to purchase ordinary
Magyar Telekom shares for a term of 18 months following the decision.

According to Section 3:223(4) of the Civil Code the Board of Directors shall provide information at the next general
meeting about the reasons and type of the treasury share purchase, the total number, the aggregate face value and the
proportion of these shares to the Company’s share capital, and also the total price paid of the acquired shares.

On April 16, 2021, upon granting the authorization, Magyar Telekom Plc. owned 21,982,747 series “A" ordinary Magyar
Telekom shares.

In accordance with the authorization, until February 23, 2022, the Company purchased a total number of 23,794,792
Magyar Telekom ordinary shares with the aggregate face value of HUF 2,379,479,200, which constitute a 2.28%
proportion of the share capital, for a total purchase price of HUF 10,207,592,588. The buyback was executed via an
auction for the purpose of 2021 shareholder remuneration.

Magyar Telekom Plc. provides written information via extraordinary announcements on a case-by-case basis, as required
by the capital market rules on the websites of Magyar Telekom Plc. and the Budapest Stock Exchange, on any potential
treasury share purchases based on the authorization, following the disclosure of this submission.

Resolution proposal:

The General Meeting acknowledges the information of the Board of Directors on the purchase of treasury shares
following resolution no. 2/5 (04.16.2021.) of the Board of Directors adopted based on the authorization set out in
Section 9 (2) of Government Decree no. 502/2020. (XI. 16.).
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2) AUTHORIZATION FOR THE BOARD OF DIRECTORS TO PURCHASE TREASURY SHARES

According to Section 3:223(1) of the Civil Code and Section 5.2.(p) of the Articles of Association, the General Meeting
may authorize the Board of Directors to purchase treasury shares.

The authorization granted by the Board of Directors of Magyar Telekom Plc., based on the authorization set out in Section
9 (2) of Government Decree no. 502/2020. (XI. 16.), with its resolution no. 2/5 (04.16.2021.) for the Board of Directors to
purchase ordinary shares shall expire on October 16, 2022. The Board of Directors hereby requests new authorization
from the General Meeting to purchase ordinary Magyar Telekom shares for 18 months following the approval date.

Upon the approval of the new authorization, the authorization granted by resolution no. 2/5 (04.16.2021.) of the Board of
Directors shall be repealed.

Resolution proposal:

The General Meeting authorizes the Board of Directors to purchase Magyar Telekom ordinary shares, the purpose of
which could be the following:

= to execute shareholder remuneration for 2022 through decrease of the share capital;
= to operate share-based incentive plans.

The authorization will be valid for 18 months starting from the date of approval of this General Meeting resolution.
The shares to be purchased on the basis of this authorization together with the treasury shares already held by
Magyar Telekom shall not at any time exceed more than 25% of the share capital effective from time to time or the
corresponding number of shares (at the date of granting this authorization up to 260,685,635 ordinary shares with a
face value of HUF 100) of Magyar Telekom Plc.

The shares can be purchased through the Stock Exchange or on the OTC market. The equivalent value per share paid
by Magyar Telekom Plc. may not be more than the value of total capital per share of Magyar Telekom Plc based on the
last available separate audited financial statements whereas the minimum value to be paid for one share is HUF 1.

The authorization may be exercised in full or in part, and the purchase can be carried out in partial tranches spread
over various purchase dates within the authorization period until the maximum purchase volume has been reached.

Authorization granted to the board of directors, based on the authorization set out in section 9 (2) of government
decree no. 502/2020. (xi. 16.), by resolution no. 2/5 (04.16.2021.) Of the board of directors is hereby repealed.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the information of the Board of Directors on the purchase of treasury shares following
the Annual General Meeting in 2021 and the proposal of the Board of Directors regarding the authorization to purchase
ordinary Magyar Telekom shares, and acknowledged them.
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Pursuant to Section 3:289 of the Civil Code, the board of directors of public limited companies must submit the corporate
governance and management report to the Annual General Meeting of the company with the approval of the Supervisory
Board, prepared according to the rules applicable to the persons of the given stock exchange. According to Section 5.2 (j)
of the Articles of Association, the approval of the corporate governance and management report is within the exclusive
authority of the General Meeting. The report and the declaration attached thereto were prepared on the basis of the
provisions of the Civil Code and the Corporate Governance Recommendations of the Budapest Stock Exchange (BSE)
(www.bet.hu).

Resolution proposal:

The General Meeting approves the Corporate Governance and Management Report of the Company for the 2021
business year.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the Corporate Governance and Management Report of the Company for the 2021 business
year, and with its approval proposes it to the General Meeting for acceptance.


http://www.bet.hu/
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CORPORATE GOVERNANCE AND MANAGEMENT
REPORT OF MAGYAR TELEKOM PLC.
FOR THE 2021 BUSINESS YEAR

Approved by the Board of Directors of Magyar Telekom Plc. on February 23, 2022 with Resolution No. 1/14 (02.23.2022)
and the Supervisory Board on March 8, 2022 with Resolution No. 1/6 (03.08.2022).

The Corporate Governance and Management Report was approved with Resolution No. [*]/2022 (IV.12.) by the Annual
General Meeting of the Company held on April 12, 2022.
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INTRODUCTION

The Board of Directors of Magyar Telekom Telecommunications Public Limited Company (hereinafter “Magyar Telekom”
or “Company”) based on the Corporate Governance Recommendations of the Budapest Stock Exchange Zrt. (“BSE”), and
the provisions of Act V of 2013 on the Civil Code (“Civil Code”), approves and submits to the Annual General Meeting with
the approval of the Supervisory Board the below Corporate Governance and Management Report for the 2021 business
year.

1. A BRIEF PRESENTATION OF THE OPERATION OF THE BOARD OF DIRECTORS, AND
A DESCRIPTION OF THE DIVISION OF RESPONSIBILITY AND DUTIES BETWEEN THE
BOARD OF DIRECTORS AND THE EXECUTIVE MANAGEMENT

Magyar Telekom’s Board of Directors (“Board” or “Board of Directors”) shall be the management body of the Company and
shall represent the Company with regard to third parties, in court and before other authorities. The Board of Directors
exercises its rights and performs its obligations as an independent body.

The members of the Board of Directors shall conduct the management of the Company by giving primacy of the interests
of the Company. The members of the Board of Directors shall be held liable for damages caused to the Company resulting
from their management activities in accordance with the rules pertaining to damages for loss caused by breach of contract.
The Company shall be held liable for damages caused to a third party by the members of the Board of Directors in
connection with their conduct in such capacity. The Board of Directors and the Company shall be held jointly and severally
liable, if the damage was caused intentionally by the members of the Board of Directors.

The Board of Directors is not an operative management body, in other words, the Board of Directors is not involved in the
Company’s daily business. The Board of Directors is responsible for all matters relating to the Company's management and
course of business not otherwise reserved to the General Meeting (“General Meeting”) or to other corporate bodies by the
Articles of Association of the Company (“Articles of Association”) or by the law. Among other responsibilities, it approves
the Company’s strategy, business plan, major organizational changes and key transactions, concludes employment
agreements with and removes the Chief Executive Officer (“CEQ”) and the Chief Officers.

2. THE INTRODUCTION OF THE MEMBERS OF THE BOARD OF DIRECTORS, THE
SUPERVISORY BOARD AND THE EXECUTIVE MANAGEMENT (IN THE CASE OF BOARD
MEMBERS, INCLUDING THE STATUS OF INDEPENDENCE OF THE DIFFERENT
MEMBERS), A DESCRIPTION OF THE STRUCTURE OF COMMITTEES

Introduction of the members of the Board of Directors, the Supervisory Board of Magyar Telekom (“Supervisory Board”)
and the management is available at the website of Magyar Telekom:
http://www.telekom.hu/about_us/investor_relations/corporate_governance/board_of_directors
http://www.telekom.hu/about_us/investor_relations/corporate_governance/supervisory_board
https://www.telekom.hu/about_us/investor_relations/corporate_governance/management

The Board of Directors shall be comprised of a minimum of five (5), and a maximum of eleven (11) members. The members
of the Board of Directors shall be elected by the General Meeting. On December 31, 2021, the Board of Directors had eight
(8) members. The assignment of the members of the Board of Directors, unless otherwise provided by the General Meeting,
lasts for a term of three years until May, 31 of the third year subsequent to the date of the said General Meeting with the
exception, that if the General Meeting in the third year is held prior to May 31 than their assignment lasts until the date
thereof. The members of the Board of Directors can be removed or re-elected at any time by the General Meeting. Unless
otherwise provided by a separate arrangement, the removal of, or failure to re-elect, a member of the Board of Directors
shall not affect the employment rights of such person in respect of the Company where such member of the Board of
Directors is also an employee of the Company.

The Board of Directors operates based on its Rules of Procedure.

The Civil Code does not include requirements with regard to the independency of the members of the Board of Directors if
besides the Board of Directors there is also a supervisory board operating at the company. Independent members of the
Board of Directors: Gabor Fekete, Frank Odzuck and Péter Ratatics.


http://www.telekom.hu/about_us/investor_relations/corporate_governance/board_of_directors
http://www.telekom.hu/about_us/investor_relations/corporate_governance/supervisory_board
https://www.telekom.hu/about_us/investor_relations/corporate_governance/management
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According to the Articles of Association the Supervisory Board shall be comprised of five (5) members. The members shall
be elected by the General Meeting. The assignment of the members of the Supervisory Board, unless otherwise provided
by the General Meeting, lasts for a term of three years until May, 31 of the third year subsequent to the date of the said
General Meeting with the exception, that if the General Meeting in the third year is held prior to May 31 then their
assignment lasts until the date thereof. Three members of the Supervisory Board must be independent from time to time in
accordance with the applicable provisions of the Civil Code and two members of the Supervisory Board must be employees
of the Company. The Supervisory Board carries out its activities based on its Rules of Procedure that is established by the
Supervisory Board.

Independent members of the Supervisory Board according to the Civil Code: Prof. dr. Attila Borbély, Krisztina Doroghéazi and
Andras Szakonyi.

The detailed rules on the tasks, competences and operation of the Board of Directors and the Supervisory Board are
contained in their Rules of Procedures:

https://www.telekom.hu/static-tr/sw/file/20200922_MT_BoD_RoP_ENG.pdf
https://www.telekom.hu/static-tr/sw/file/20210608_MT_SB_RoP.pdf

3. THE NUMBER OF MEETINGS HELD IN THE RELEVANT PERIOD BY THE BOARD OF
DIRECTORS, SUPERVISORY BOARD AND COMMITTEES, INCLUDING THE NUMBER OF
MEMBERS ATTENDING

Section 5 discusses the work of the individual committees in detail, therefore, we analyzed here the above parameters
with regard to the Board of Directors and the Supervisory Board.

In business year 2021 the Board of Directors held four (4) meetings in accordance with its Preliminary Meeting Schedule
and held one (1) extraordinary meeting at which the overall rate of attendance of the members (either personally or by
means of any electronic communication) was 95%. The Board of Directors adopted resolutions without holding a meeting
in writing in two (2) cases.

The most important issues discussed by the Board of Directors in year 2021 were as follows:

= Magyar Telekom Group strategy, Objectives and Key results of the Company;

= business planning for years 2022-2025;

= monitoring financial performance;

= decision in the matters set on the published agenda of the Annual General Meeting, including the proposal to the
General Meeting on the approval of the year 2020 financial statements, the use of the profit for the year earned in 2020
and the dividend?;

= cooperation with Deutsche Telekom AG;

= M&A decisions;

= risk management of Magyar Telekom Group;

= review of the Compliance program;

= review of the activities of the Company's Internal Audit organization.

The Supervisory Board held four (4) meetings in business year 2021 at which the average rate of participation was 95%.

The most important issues discussed by the Supervisory Board in 2021 were as follows:
= submissions on the agenda of the General Meeting;

= Magyar Telekom Group strategy, Objectives and Key results of the Company

= Business Plan of the Magyar Telekom Group 2021-2024;

= report of the Board of Directors on the management, financial status and the business policy of the Company;
= Magyar Telekom Group’s Financial Reports;

= reports on the activity of the Company's Internal Audit organization;

= Annual Audit Plan of the Company's Internal Audit organization;

= review of the Compliance program;

= report on the activities performed by the Audit Committee in 2020;

= report on the audit tendering process of Magyar Telekom Nyrt.

1 Based on Government Decree no. 502/2020. (X1.16.) the Board of Directors of the Company decided in the matters set on the published agenda of the
Annual General Meeting.


https://www.telekom.hu/rolunk/static/sw/file/20200922_MT_BoD_RoP_ENG.pdf
https://www.telekom.hu/rolunk/static/sw/file/20210608_MT_SB_RoP.pdf
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4. THE PRESENTATION OF VIEWPOINTS CONSIDERED WHEN EVALUATING THE WORK
OF THE BOARD OF DIRECTORS, THE SUPERVISORY BOARD, THE EXECUTIVE
MANAGEMENT, AS WELL AS OF THE DIFFERENT MEMBERS. REFERENCE TO
WHETHER EVALUATION CARRIED OUT IN THE RELEVANT PERIOD HAS RESULTED IN
ANY CHANGES

The year 2021 self assessment of the Board of Directors is published on the web site of the Company. The self assessment
primarily focused on:

= the performance of tasks belonging to the scope of authority according to the Articles of Association and the Rules of
Procedure of the Board of Directors;

= the shareholder relations;

= the enforcement of the strategic and business plans of the Company;

= compliance; and

= the assessment of the legal and ethical requirements.

The following aspects were considered in assessing the Board of Directors members:

= Dr.Robert Hauber: Master and doctoral degree in business administration. Over 20 years of experience as a senior finance
executive. Chairperson of the Board of Directors.

= Daria Dodonova: Master degree in International Finance. Over 15 years of experience in various management positions.
Chief Financial Officer of the Company.

= Gabor Fekete: Holds a Mechanical Engineer degree. Thorough his career, he has gained experience in several managerial
positions. Independent member of the Board of the Directors.

= Ralf Nejedl: University degree in business administration. Over 15 years of experience in telecommunications in various
management positions.

= Frank Odzuck: Degree in economics. Many years of professional experience in the position of managing director of the
Hungarian subsidiaries of international corporations. Independent member of the Board of Directors.

= Péter Ratatics: Graduated in economics. Over 10 years of management experience in various positions. Independent
member of the Board of Directors.

= Tibor Rékasi: Graduated from the Budapest Foreign Trade College. Over 20 years of experience in various managerial
positions. Directed Magyar Telekom’s Enterprise (T-Systems Magyarorszag Zrt.) and Residential businesses as a Chief
Officer. Chief Executive Officer of the Company.

= Eva Somorjai-Tamassy: Completed her studies at the College for Commerce and Catering. Over 15 years of experience
in the telecommunications industry in various management positions.

Within the framework of the year 2021 performance evaluation of the Supervisory Board the following viewpoints — among
others - were taken into account:

= whether the organization and members of the Supervisory Board, the operation of the Supervisory Board was ensured in
business year 2021 as prescribed in the Rules of Procedure of the Supervisory Board;

= whether the Supervisory Board, based on its legal status, scope of authorities and responsibilities as included in its Rules
of Procedure, properly fulfilled its tasks in business year 2021;

= whether the Supervisory Board deems it necessary to take further actions or follow-up steps in the individually assessed
cases.

Within the framework of the evaluation of the year 2021 performance of the Supervisory Board the following viewpoints
were taken into account at the assessment of the individual members and also whether based on these viewpoints their
relevant competence was ensured:

= Prof. dr. Attila Borbély: Expertise in finance, experience in sales and marketing field, as well as in higher education. Over
20 years of experience in various management positions and as chairman and member of Supervisory Board of many
companies. Independent member and chairperson of the Supervisory Board.

= Krisztina Doroghazi: Expertise in finance, experience as audit manager. In her current position at a global company, listed
on the New York Stock Exchange, she is responsible for SOX compliance and compiling financial statements prepared
according to USGAAP and IFRS. Over 15 years of experience in various management positions. Independent member of
the Supervisory Board.
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= Tamas Lichnovszky: Expertise in technical and legal field, experience in customer care area, as representative in Workers’
Council, as member and chairman of the Central Workers’ Council.

= Andras Szakonyi: Expertise in corporate finance, experience as CFO and financial management positions. Over 15 years
of experience in various senior management positions. Independent member of the Supervisory Board.

= Zsoltné Varga: Expertise in technical field, experience in sales and customer care, as employees’ representative, as official
of the Workers’ Council, as member of the Central Workers' Council, as Deputy Chairwoman of European Workers’
Council of Deutsche Telekom and as Chairwoman of the Central Functions Workers Council.

5. REPORT ON THE OPERATION OF DIFFERENT COMMITTEES, INCLUDING THE
INTRODUCTION OF THE MEMBERS OF THE COMMITTEES (PROFESSIONAL
BACKGROUND), THE NUMBER OF MEETINGS HELD, THE NUMBER OF MEMBERS
ATTENDING THE MEETINGS, AS WELL AS THE MOST IMPORTANT ISSUES DISCUSSED
AT THE MEETINGS AND THE GENERAL OPERATION OF THE COMMITTEE. IF THE
BOARD OF DIRECTORS HAS PASSED A RESOLUTION ON AN ISSUE CONTRARY TO THE
RECOMMENDATIONS OF THE AUDIT COMMITTEE, THE PRESENTATION OF THE
OPERATIONS OF THE AUDIT COMMITTEE SHALL INCLUDE THAT FACT (AS WELL AS
THE REASONS OF THE BOARD OF DIRECTORS FOR DOING SO). IT IS RECOMMENDED
THAT REFERENCE BE MADE TO THE COMPANY'S WEBSITE, WHERE THE TASKS
DELEGATED TO THE COMMITTEES, THE RULES OF PROCEDURE OF THE COMMITTEES
AND THE DATE OF APPOINTING THE MEMBERS SHOULD BE DISCLOSED.

Audit Committee of Magyar Telekom (“Audit Committee”)

Members of the Audit Committee:

= Prof. dr. Attila Borbély
= Krisztina Doroghazi
= Andras Szakonyi

Introduction of the members of the Audit Committee is available at the web site of Magyar Telekom:
http://www.telekom.hu/about_us/investor_relations/corporate_governance/audit_committee

The General Meeting elects a 3-member Audit Committee from the independent members of the Supervisory Board for the
same period as the membership of the relevant members in the Supervisory Board.

The purpose of the Audit Committee is to support the Supervisory Board in supervising the financial reporting system, in
selecting the statutory Auditor and in cooperating with the statutory Auditor.

The Audit Committee operates based on its Rules of Procedure. The Audit Committee establishes its own Rules of Procedure
which is approved by the Supervisory Board.

The Audit Committee held four (4) meetings in accordance with its Preliminary Meeting Schedule and three (3)
extraordinary meetings in the previous business year of 2021, with 100% average participation rate. The Audit Committee
made further written resolutions without holding a meeting on four (4) occasions.

The Chief Financial Officer, the chief legal counsel of the Company, the head of the Company's Internal Audit organization,
the head of the Company's Compliance organization and the representatives of the statutory Auditor,
PricewaterhouseCoopers Konyvvizsgald Kft. (“PwC”) participated at the meetings of the Audit Committee — except for the
discussion of agenda items discussed within the framework of closed meetings by the decision of the Audit Committee.

The Audit Committee, during the cooperation with the statutory Auditor - inter alia - discussed the below subject matters
with the statutory Auditor:

= formal written statement of PwC specifying its relationship with the Company in accordance with the respective law;
= Y2020 financial statements audit;


http://www.telekom.hu/about_us/investor_relations/corporate_governance/audit_committee
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= independent auditor’s report on the Y2020 Consolidated Financial Statements of the Company prepared according to
the International Financial Reporting Standards (“IFRS”™) and the Y2020 Separate Financial Statements of the Company
prepared according to the IFRS;

= proposal on the election and, determining the remuneration of the statutory Auditor;

= enforcement of the professional requirements and conflict of interest stipulations towards the Auditor;

= Y2020 Recommendation Letter and the response of the management of the Company;

= work program of the statutory Auditor for Y2021, including Y2021 financial statements audit.

The Audit Committee — inter alia — discussed the below important issues at its meetings:

= the services provided by the statutory Auditor and their fees;

= reports on the activities of the Company's Internal Audit organization;

= Annual Audit Plan of the Company's Internal Audit organization;

= review of the Compliance program;

= Y2020 Consolidated Financial Statements of the Company prepared according to the IFRS and the Y2020 Separate
Financial Statements of the Company prepared according to the IFRS, and the proposals for the acceptance of these
financial statements;

= the proposal for the use of the profit for the year earned in 2020;

= |nternal Control System (“ICS”) compliance;

= the risk management system of Magyar Telekom Group;

= consultancy activities used by the Magyar Telekom Group and their fees;

= audit tendering process of Magyar Telekom Nyrt.

The detailed rules on the tasks, competences and operation of the Audit Committee are contained in its Rules of Procedure:
https://www.telekom.hu/static-tr/sw/file/20210608_MT_AC_RoP.pdf

Remuneration and Nomination Committee of Magyar Telekom (“Remuneration and Nomination Committee™)

Members of the Remuneration and Nomination Committee:

= Dr. Robert Hauber
= Ralf Nejedl
= Frank Odzuck

Introduction of the members of the Remuneration and Nomination Committee is available at the web site of Magyar
Telekom:
https://www.telekom.hu/about_us/investor_relations/corporate_governance/compensation

The Remuneration and Nomination Committee is comprised of three members elected by the Board of Directors from
among its members. The assignment of the members is the same period as their assignment as members of the Board of
Directors.

The purpose of the Remuneration and Nomination Committee to function as supporting body of the Board of Directors of
the Company regarding the remuneration and certain nomination related issues of the members of the corporate bodies
and the top executives of the Company in accordance with its Rules of Procedure.

In 2021 the Remuneration and Nomination Committee held two (2) meetings with 100% average participation rate and
adopted resolutions in writing without holding a meeting in one (1) case.

The issues discussed were as follows:

= proposal on the evaluation of the year 2020 bonus targets of Magyar Telekom Group’s Top Executives;

= target setting of the year 2021 for Magyar Telekom Group’s Top Executives;

= proposal on the evaluation of the year 2020 RPI target of Magyar Telekom Group’s Top Executives;

= amendment of the Terms & Conditions of Long-term Incentive program and Share Matching Plan in the framework of
Lead to Win motivation concept;

= evaluation of Magyar Telekom Group’s Long-term Incentive Program 2017

= revision of the Group Policy Performance Development for Executives in Management Groups MG1-MG3;

= report to the Board of Directors of Magyar Telekom Plc. on the operation of the Remuneration and Nomination
Committee in 2020;


https://www.telekom.hu/rolunk/static/sw/file/20210608_MT_AC_RoP.pdf
https://www.telekom.hu/about_us/investor_relations/corporate_governance/compensation
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The detailed rules on the tasks, competences and operation of the Remuneration and Nomination Committee are
contained in its Rules of Procedure:
https://www.telekom.hu/static-tr/sw/file/20200101_MT_RNC_RoP_ENG.pdf

6. THE PRESENTATION OF THE SYSTEM OF INTERNAL CONTROLS AND THE
EVALUATION OF THE ACTIVITY IN THE RELEVANT PERIOD. REPORT ON THE
EFFICIENCY AND EFFECTIVENESS OF RISK MANAGEMENT PROCEDURES.
(INFORMATION ON WHERE THE REPORT ON INTERNAL CONTROLS BY THE BOARD OF
DIRECTORS MAY BE VIEWED BY SHAREHOLDERS.)

The presentation of the system of internal controls, evaluation of the activity in the relevant period.

Magyar Telekom’s management is committed to establish and maintain an adequate internal control system to ensure the
reliability of the financial reports, and minimize operating and compliance risks. Our internal control system is designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in conformity with International Financial Reporting Standards (IFRS) as adopted by the European Union.

For the business year 2021 we accomplished control documentation and evaluation in the IT supported ICS-Tool system.
Transaction Level Controls describe the controls built into our business processes that have been designed and operated to
ensure that material misstatements in each significant financial account and disclosure within the financial statements are
prevented or detected in a timely manner.

Complete evaluation of our internal control system is based on the method established in “Internal Control—Integrated
Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSQ). The operation of
the internal control system is supported also by the independent internal audit function. Beyond tasks regarding the risk
based internal audit work plan, contributes to the enhancement of the internal control processes and to the reduction of
existing risks through ad-hoc audits and ICS testing. The Internal Audit area follows up the implementation of the measures
defined on the basis of the audits. The Supervisory Board and the Audit Committee inter alia also receive regular reports on
the findings of the audits; measures, based on the findings and fulfilment of tasks.

In line with the criteria of the adopted internal control framework, management evaluates the effectiveness of internal
control system within each financial year. Management’s assessment for 2021 is finished and based on the collected
information internal control system has been operating effectively to prevent potential material misstatements in the
financial statements, and minimize operating and compliance risks.

The Company’s shareholders are being informed about the operation of our internal control system through our public
reports.

The management and Board of Directors of Magyar Telekom are committed to conduct all business activities of Magyar
Telekom Group according to the highest legal and ethical standards. Based on this commitment the Board of Directors
established the Corporate compliance program of Magyar Telekom.

The Corporate compliance program is applicable to all bodies, organizations, employees of Magyar Telekom Group, and
advisors, agents, representatives as well as to all persons and organizations that work on behalf of the Company or its
subsidiary.

The Corporate compliance program of Magyar Telekom ensures that the business activities of the Group are conducted
with observing and in compliance with the relevant laws to the outmost extent, according to the highest standards of
training and commitment. It requires the realization of guidelines and processes that manage potential compliance risks
and implement specific processes in order to report, investigate, monitor and correct suspected or actual lack of
compliance.

Risk management policy
Introduction

As Hungary's leading telecommunications and IT service provider we are subject to uncertainties and changes of the
telecommunications and IT industry. To operate successfully in this continuously changing environment risks have to be
systematically identified, assessed and managed.
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The risk management system is not only needed from a business point of view, but as a company listed in the stock market,
we are obliged to operate a risk management system and prepare a risk report to inform our investors.

Upon the establishment of our comprehensive risk management system the Company acts in line with the relevant
requirements of the Budapest Stock Exchange, as well as the rules laid down in the applicable international standards.

Our Group level risk management system covers strategic, operational, financial, compliance and legal risks, which is also
applicable to our consolidated companies. The objective is to identify, monitor and manage these risks in an early phase.

Risk management guidelines

It is our policy that all our disclosures to our shareholders and the investment community be accurate and complete, and
fairly present our financial and operational results in all material respects. Such disclosures are made on a timely basis as
required by the applicable laws, rules and regulations.

To achieve these objectives, we continuously develop and regularly review the functionality and effectiveness of the
elements of our risk management system. Our risk management includes identification, assessment and evaluation of risks,
development of necessary action plans, as well as monitoring of performance and results.

The risk management organization and process:

Magyar Telekom performs its risk management activities in accordance with the risk management guidelines developed by
the Group level risk management organization and approved by the Boards of Directors.

The risk owners of the individual organizations are responsible for identifying, reporting, assessing and monitoring risks on
a continuous basis, in line with the framework of the risk management process, under the governance of the central risk
management organization.

Magyar Telekom's Group level risk report is regularly submitted to the Board of Directors, the Audit Committee and the
Supervisory Board as well as to Deutsche Telekom's risk management organization.

During the annual planning process the management takes into account potential risks.

The established risk management standard provides a process framework:

= following the identification of risks, they are analyzed, assessed and quantified in details, then they are quantified
(by estimating their probability of occurrence and potential impact) according to a predefined methodology. The
assessment of risk assessment enables the management to focus more effectively on those risks that have a
significant impact on the company's strategic objectives.

= following the assessment, the decision is made on the specific measures to reduce risks,

= the relevant risk owner implements, monitors and evaluates the relevant measures, and

= these steps are repeated as necessary to reflect actual developments and decisions.

For risk management to be effective, Telekom must ensure that the management takes business decisions with full
understanding of all relevant risks that we support through Magyar Telekom’s regular Group level risk report.

Identification, review and reporting of risks:

Risk items affecting our operations are reviewed regularly throughout the Company. All of our subsidiaries and entities are
obliged to identify and report their operational risks. After evaluation of these risks, results are reported to the Company’s
management, to the Board of Directors, to the Audit Committee and the Supervisory Board. This regular reporting ensures
that the most significant risks are monitored, up-to-date risk mitigation measures are implemented and regularly
monitored.

Our risk reporting system is complemented by a continuous reporting procedure which requires all of our departments and
subsidiaries to report on a real-time basis any new material fact, information or risk that comes to their knowledge.
Information thus submitted is monitored and evaluated by the risk management area and the Chief Financial Officer is
notified when a new material risk or information is identified. An internal regulation has been issued to define responsibilities
of each employee in risk monitoring and management.
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The risk assessment is carried out for a two-year period. This is also our forecast period. If there are significant risks beyond
the forecast period, such risks are monitored on a continuous basis.

Opportunities

Besides the systematic management of risks the identification of opportunities and their strategic and financial assessment
are also essential part of our annual planning process. This allows us to take these opportunities into account in our
forecasts.

7. INFORMATION ON WHETHER THE AUDITOR HAS CARRIED OUT ANY ACTIVITIES
NOT RELATED TO AUDITING

Based on the effective Pre-approval Policy of the Audit Committee the statutory Auditor — upon the general pre-approval
or the specific pre-approval of the Audit Committee — provided the below services for the Company in business year 2021
besides the audit of the financial statements type of services:

= other audit related services,
= other services.

8. A DETAILED PRESENTATION OF THE COMPANY'S DISCLOSURE POLICY, AND ITS
POLICY ON TRADING BY INSIDERS

Disclosure policy of the Company

The Company is committed that the financial statements disclosed by the Company to its shareholders or the investors
should be accurate and complete, and provide a true and fair view of the Company’s assets, financial position and results of
operationsin all important aspects, and such disclosures should be made in time to meet the requirements of the applicable
laws and requirements of BSE.

The controls and procedures currently used by the Company are designed to ensure that: regular information required by
the laws to be disclosed by the Company as well as any and all other written information that the Company discloses from
time to time to the investment community and to the public is recorded, processed, summarized, and reported accurately
and on a timely basis as well as that the information is collected and transferred to the management to ensure that timely
decisions are made on the disclosure.

Within the framework of the ICS (Internal Control System) the Company reviews its disclosure processes each year.

Material information to the investors and to the public is available at the web site of Magyar Telekom:
www.telekom.hu/about_us/investor_relations

Policy in connection with the prohibition of insider trading

With the aim of ensuring enforcement of all relevant regulations Magyar Telekom created its internal regulation which
applies to all organizations of Magyar Telekom, to persons having access to inside information, as well as to persons
discharging managerial responsibilities at Magyar Telekom and persons closely associated with them. The regulation
prohibits: insider dealing, and the unlawful disclosure of inside information.

The internal regulation of Magyar Telekom defines the scope of inside information, the definition of insider dealing. It also
draws up general principles of classification of inside information, handling the information in accordance with the
respective security level, the disclosure / delaying of the inside information, as well as specific limitations for trading in
securities. It gives advice on the announcement of transactions concluded by persons discharging managerial
responsibilities or persons closely associated with them, and determines the fundamental rules of keeping the registry of
persons with access to inside information (insider list).

Magyar Telekom basically encourages investment in Magyar Telekom shares by members of the Board of Directors,
members of the Supervisory Board and its employees. However, in addition to the aforementioned trading guidelines, in
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accordance with the provisions of relevant regulations, Magyar Telekom’s internal regulation defines certain limitations for
the timing of transactions of persons discharging managerial responsibilities (30 days closed periods before the
announcement of annual and quarterly financial reports).

Persons whose names are listed in the insider list may not trade in Magyar Telekom shares from the date of their entry into
the list until their deletion from the list or until the list is closed due to any other reason.

In certain cases transactions must be announced to the authority and to the public by the person discharging managerial
responsibilities, by persons closely associated with them and by Magyar Telekom in accordance with the relevant laws. In
order to support compliance with the announcement obligations persons discharging managerial responsibilities and
persons closely associated with them shall, without delay, fill in and send the form specified in the internal regulation to
Magyar Telekom, if they concluded a transaction with Magyar Telekom shares and Magyar Telekom shall file the necessary
announcements and disclosures required to be made by it. In addition to the above, persons discharging managerial
responsibilities and persons closely associated with them shall, without delay, directly inform the authority on transactions
concluded by them.

Every person having access to inside information has the individual responsibility to comply with the internal regulation of
Magyar Telekom. A person having access to inside information may, from time to time, have to forego a proposed
transaction in Magyar Telekom securities even if he or she planned to make the transaction before learning of the inside
information and even though the insider person believes he or she may suffer an economic loss or forego anticipated profit
by waiting.

9. ADETAILED DEMONSTRATION OF THE METHODS OF EXERCISING SHAREHOLDERS'
RIGHTS

Shareholders shall be entitled to exercise shareholders’ rights in dealing with the Company based on a certificate of
ownership, following their entry into the Share Register. Shareholders whose names have not been entered into the Share
Register and shareholders who acquired their shares in violation of the restrictions to the transfer and the acquisition of
shares shall not be allowed to exercise their rights attached to such shares vis-a-vis the Company.

The keeper of the Share Register is the Board of Directors of the Company or its agent appointed to be the keeper of the
Share Register. The keeper of the Share Register maintains the Share Register of the shareholders, including holders of
interim shares, and the nominees, in which the name and the address or registered seat of shareholders, and the nominees,
or in the case of jointly owned shares the joint representative, the number of shares or interim shares, and the ownership
ratio of shareholders for each series of shares.

Shareholders shall have the right to participate at the General Meeting, and if holding shares with voting rights, to vote. The
holder of each Series "A" ordinary share shall be entitled to one vote at the General Meeting of the Company. The names of
shareholders and nominees who intend to participate at the General Meeting shall be registered in the Share Register on
the second working day prior to the starting date of the General Meeting. Shareholders’ rights may be exercised at the
General Meeting only by the persons whose names are contained in the Share Register at the time it was closed. Transfer
of shares prior to the starting date of the General Meeting does not affect the right of persons registered in the Share
Register to participate at the General Meeting and to exercise their shareholders’ rights thereat.

Shareholders shall have the right to request information, make remarks and motions at the General Meeting. The Board of
Directors shall provide the necessary information, at the latest three days before the date of the General Meeting, to all
shareholders with respect to the agenda items of the General Meeting, upon written request submitted at least eight days
prior to the date of the General Meeting. If shareholders together controlling at least one per cent of the votes in the
Company notify the Board of Directors - in accordance with the provisions on setting the items of the agenda — of the
supplementation of the agenda, or the resolution proposal with respect to the items on or to be added to the agenda within
eight days following the publication of the notice for the convocation of the General Meeting, the Board of Directors
publishes a notice on the supplemented agenda and the resolution proposals submitted by shareholders following the
receipt of such proposal. The matter published in the notice shall be construed to have been placed on the agenda.

Shareholders shall be entitled to receive a share from the Company’s taxed profit that is available and has been ordered for
distribution by the General Meeting in proportion with the nominal value of their shares. Shareholders shall be entitled to
dividend who are registered in the Share Register at the record date of the dividend payment identification process ordered
by the Company.

10
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A group of shareholders together controlling at least one per cent of the votes in the Company shall have entitlement to
exercise minority rights.

The detailed rules of exercising shareholder’s rights are contained in the Articles of Association:
https://www.telekom.hu/static-tr/sw/file/20210928_Alapszabaly_ENG.pdf

10. A BRIEF PRESENTATION OF RULES ON THE CONDUCTING OF THE GENERAL
MEETING

The General Meeting is the highest decision-making body of the Company. The decisions of the General Meeting, which are
referred to as resolutions, are binding upon the shareholders, the other organs and the officers of the Company.

The Company shall hold a General Meeting at least once each year (the Annual General Meeting) where the financial
statements prepared according to the Accounting Act of the Company are approved. The Annual General Meeting shall be
held no later than April 30 of the year immediately subsequent to the business year in question. In addition to the Annual
General Meeting, the Company may hold extraordinary General Meetings at any time, if necessary.

Notice of the General Meeting of the Company shall be published in the manner stipulated by the applicable law and these
Articles of Association for the publication of the Company's notices and advertisements thirty days prior to the date of the
General Meeting, unless otherwise provided by law. The public notice of the General Meeting of the Company shall be
published by the body responsible for or entitled to the convocation of the General Meeting either by law or by the Articles
of Association.

The General Meeting shall have a quorum if shareholders representing more than half of the shares carrying voting rights
are present in person or by proxy at the time stipulated in the public notice convening the General Meeting.

If the General Meeting fails to have a quorum, the reconvened General Meeting shall have a quorum for the issues of the
original agenda irrespective of the voting rights represented by those present, if called for a date following the original time
by not less than ten days and not more than twenty-one days.

The General Meeting shall adopt its resolutions by a simple majority vote except for resolutions on issues listed in Sections
5.2.(a), (c)-(), (1), (m) of the Articles of Association which shall require at least a three-quarters majority of the votes of the
shareholders present.

The detailed rules of conducting the General Meeting are contained in the Articles of Association:
https://www.telekom.hu/static-tr/sw/file/20210928_Alapszabaly_ENG.pdf

11. REMUNERATION POLICY

Compensation of Members of the Board of Directors, Supervisory Board and the Chief Executive Officer and other Chief
Officers of the Company

The Remuneration Policy was approved by the Board of Directors on April 24, 2021 based on Section 9 (2) of Government
Decree no. 102/2021. (IV. 10.) pursuant to Act LXVII of 2019 on the encouragement of long-term shareholder
engagement and the amendment of certain Acts for EU harmonization purposes.
https://www.telekom.hu/static-tr/sw/file/2020AGM-Remuneration-Policy.pdf

The remuneration and evaluation of the work performed by members of the Board of Directors, the Supervisory Board, and
the Chief Executive Officer and other Chief Officers of Magyar Telekom Plc. (hereinafter Magyar Telekom or the Company)
focusing on the Company’s continuous development and growth are conducted along the Remuneration Policy adopted by
the Company’s General Meeting.

Magyar Telekom aims to achieve leadership position in terms of customer experience, as well as technological and business
productivity alike. The Company’s Strategy rests upon six pillars:

1. Maintain our position as the number one integrated operator.

2. Build a universal, gigabit-capable fixed network, fit for the future.

3. Provide a flawless digital customer experience, available everywhere.
4. Enhance our efficiency and offering through simplicity.

11
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5. Take timely decisive action as a swift and agile operator.
6. Build a vibrant, beloved Brand.

The pillars serving the purpose of retaining our market leadership position call for continuous transformation and
organizational innovation, for which it is indispensable to have efficient bodies and top executives in place with long-term
engagement.

The objective of the Remuneration Policy is that a competitive remuneration structure be elaborated for those who fall
within the personal scope of the Policy that supports, recognizes and provides motivation for their decisions and measures
adopted with the aim to implement the six pillars of the Strategy. The Remuneration Policy promotes the Company’s
Business Strategy, long-term interests and sustainability through its short and long-term incentive systems. Remuneration
paid under the Remuneration Policy may not jeopardize the sustainability of the financial status and the effective operation
of Magyar Telekom.

The remuneration paid to members of the Board of Directors and the Supervisory Board is determined by the General
Meeting, while the decision about the remuneration of the Chief Executive Officer and other Chief Officers is adopted by
the Company’s Remuneration and Nomination Committee.

The introduction of a remuneration element not included in this Remuneration Policy or the modification of existing
elements may be carried out solely for the purpose of the long-term interests and sustainable operation of the Company
upon the proposal by the Remuneration and Nominating Committee of the Company. The amendment should not jeopardise
the objectives and principles set out in the Remuneration Policy.

1. Board of Directors

= Members of the Board of Directors are paid remuneration.

= The amount of the remuneration is determined by the General Meeting based on the proposal of the Remuneration and
Nomination Committee.

= The amount of the remuneration is determined in line with the Hungarian benchmark.

= The amount of the remuneration can be revised upon the initiative of the Remuneration and Nomination Committee.

= The Board of Directors evaluates its performance along principles determined in advance (strategy, business
performance, compliance, efficiency, dividend policy, information flow) each year. As part of the evaluation, the self-
evaluation conducted by the specific members of the Board of Directors along predetermined aspects are also
reviewed.

= The members of the Board of Directors are entitled to infocommunication services and to the reimbursement of the
reasonable costs arising in connection with their participation at the meetings, or directly connected to their
membership (e.g. cross-border travel) in accordance with the applicable internal regulations of the Company effective
from time to time.

= |nsurance (liability, travel) in accordance with the applicable insurance conditions of the Company effective from time
to time.

2. Supervisory Board

= Members of the Supervisory Board are paid remuneration.

= The amount of the remuneration is determined by the General Meeting based on the proposal of the Remuneration and
Nomination Committee.

= The amount of the remuneration is determined in line with the Hungarian benchmark.

= The amount of the remuneration can be revised upon the initiative of the Remuneration and Nomination Committee.

= Upon the itemized review of the tasks defined as part of its Rules of Procedures, the Supervisory Board evaluates the
work performed in the specific year aimed at fulfilling the different tasks and determines the performance of which
activity/activities must be improved. In the framework of the above, it evaluates the skills and experience of the specific
members of the Supervisory Board that are necessary for the performance of the Supervisory Board’s work.

= The members of the Supervisory Board are entitled to infocommunication services and to the reimbursement of the
reasonable costs arising in connection with their participation at the meetings, or directly connected to their
membership in accordance with the applicable internal regulations of the Company effective from time to time.

= |nsurance (liability, travel) in accordance with the applicable insurance conditions of the Company effective from time
to time.

12
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= Those independent members of the Supervisory Board who are member of the Audit Committee of the Company are
entitled to remuneration too as members of the Audit Committee, in the amount resolved by the General Meeting of
the Company.

Remuneration of Members of the Board of Directors the Supervisory Board and the Audit Committee as of December 31,
2021 are as follows:

The Chairman of the Board of Directors: HUF 600 000 per month
The Members of the Board of Directors: HUF 450 000 per month
The Chairman of the Supervisory Board: HUF 600 000 per month
The Members of the Supervisory Board: HUF 350 000 per month
The Chairman of the Audit Committee: HUF 560 000 per month
The Members of the Audit Committee: HUF 280 000 per month

3. Chief Executive Officer and other Chief Officers

= The size of the components included in the remuneration package are determined by the Remuneration and
Nomination Committee upon consideration of the Hungarian remuneration benchmarks.

= The remuneration package is revised once a year.

= The remuneration package consists of the following:

3.1. Annual On-Target Earnings

The annual on-target earnings consist of the (fixed) monthly base wage defined in the employment contract and the bonus
determined as a percentage of the base wage the amount of which varies subject to the annual performance. The ratio of
the base wage and the bonus within the annual on-target earnings is 57%/43% for the CEQ, 55%/45% for other Chief
Officers, and 70%/30% in case an agreement is included in the employment contract regarding the different ratio.

a) Annual base wage

The annual base wage is a (fixed) annual amount determined for individual that differs in different positions, and is paid in
identical allotments on a monthly basis.

b) Annual bonus

The bonus is a set percentage of the base wage paid proportionately to the performance levels of strategic and financial
targets derived from the strategic objectives defined for the specific business year.

The Remuneration and Nomination Committee adopts the annual targets and their performance levels annually in light of
the Company’s strategic objectives and corporate responsibility principles (our corporate responsibility programs focus on
digital education and volunteer work, but we also put emphasis on supporting NGOs by means of tariff packages designed
specifically for them).

Bonus advance payments are not made, bonus is paid on a scale of 0-150% subject to the evaluation of the performance of
the relevant targets when the financials of the closed business year are final.

After payment is made, the bonus may not be reclaimed.

3.2. Extraordinary, per-case bonus

In case of outstanding performance of targets set forth by the Remuneration Policy, the extra performance demonstrated
by individuals may be recognized by per-case bonus.
The amount of the reward shall be fixed by the Remuneration and Nomination Committee.

13
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3.3. Mid-term and long-term incentive programs

Magyar Telekom launches / may launch mid-term and long-term incentive programs, the purpose of which is to provide
incentive to management for the long-term and sustainable value increase of the Company, thus bringing the interests of
the management and the shareholders into closer harmony.

Such programs may include share purchase (option call) matched/provided by the Company

= dependent on / independent of the share price and/or

= cash-based / share-based and/or

= one-time / recurring and/or

= frozen for a period / not frozen for a period and/or

= based on utilizing a portion of the bonus or

= at a predetermined share price / from a predetermined date.

Program components may include incentive elements offered, sold or granted by an affiliate company Magyar Telekom (i.e.
Deutsche Telekom AG).

a) Mid-term incentive plans

Currently, there is no mid-term incentive plan in place at the Company.

b) Long-term Incentive Plan (LTI)

The LTl is a cash-based long-term incentive program that is linked to the performance of four indicators of the mother
company considered of special strategic priority. Participation in the program is subject to the performance of the central
indicators determined for the previous year, and the achievable amount is 30% of the annual on-target earnings.

As part of the program launched in 2015, a four-year program is introduced each year.

Payment is always made after the program’s expiry and the evaluation of the targets’ performance levels on a scale of O-
150%.

The detailed rules, the amount that may be utilized for the specific incentive and the actual performance levels at the end
of the programs’ duration are determined by the Remuneration and Nomination Committee.

c¢) Share Matching Plan (SMP)

Participation in the program is mandatory for the Company’s Chief Executive Officer, and voluntary for other members of
the management. The program may be launched, if the previous year’s DT Group Free Cash-Flow target is achieved.
Participants must spend a part of their annual bonus on Deutsche Telekom shares. The investment must not exceed 1/2 of
their annual bonus (assuming 100% achievement of the previous year’s bonus in case of the CEO and that of the specific
year in case of other Chief Officers).

Participants must hold their shares for at least 4 years (freeze) and may freely use them upon the expiry of the freeze.

As part of the program Deutsche Telekom grants a certain number of shares to the participants based on the number of
Deutsche Telekom shares they purchased.

The proportion of the number of additional shares thus granted depends on the individual’s management level: CEO: 1:1,
other Chief Officers: 1:2.

The program is launched subject to the relevant decision adopted by the Board of Directors.
The detailed rules of the program are determined by the Remuneration and Nomination Committee.

d) Recurring Performance Incentive (RPI)

The purpose of RPI is to provide incentive in the form of additional bonus for recurring, extraordinary, collective
performance. The RPI is a four-year program. If the targets defined by the rules are achieved in two consecutive years, the
first year is considered as a year of obtaining entitlement only. The achievement of the key performance indicator defined
for the program is to be assessed in the context of the financial planning process. The key performance indicator is attached
to the unadjusted EBITDA.

Entitlement is determined on each management level separately.

14
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Entitlement is governed by the manager’s management level on January 1 of the specific year, but (in case he/she becomes
entitled in the first half of the year) at the latest on July 1.

The incentive amount payable is subject to the management level, the performance of Magyar Telekom Group’s targets and
the number of consecutive years in which targets have been overachieved.

The detailed rules, the amount that may be utilized for the specific incentive and the actual performance levels at the end
of the programs’ duration are determined by the Remuneration and Nomination Committee.

The rules of participation in the programs are included in the regulation adopted by the Remuneration and Nomination
Committee.

3.4. Additional benefits

The additional benefits are elaborated upon consideration of Hungarian benchmarks and in light of cost efficiency reasons,
taking into account the form and structure of the benefits granted to employees. Such benefits include the provision of
fringe benefits, work-related means, reimbursements and other remuneration (e.g. benefit cars; telecommunication
services; business travel costs; insurances such as life and accident-, health-, travel-, liability insurance; education/trainings;
business credit card; housing subsidies to expatriates; other expatriate costs etc.).

The additional benefits constitute 5-7% of the annual on-target earning.

The additional benefits are provided by Magyar Telekom as set forth by the relevant employment contracts and the
Company’s applicable internal policies (e.g. Collective Agreement, car policy, work-related infocommunication services
directive, car policy, travel policy, credit card regulation) effective from time to time.

In case of foreign employees employed under expatriate contract the Global Mobility Policy and the Global Compensation
Guideline effective from time to time are to be applied.
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CORPORATE GOVERNANCE DECLARATION ON THE COMPLIANCE WITH THE
CORPORATE GOVERNANCE RECOMMENDATIONS

Level of compliance with the Recommendations

1.1.1. Does the Company have an organisational unit dealing with investor relationship management, or a designated person
to perform these tasks?

Yes No

Explanation:

1.1.2. Are the Company’s Articles of Association available on the Company’s website?
Yes No
Explanation:

1.1.4. If the Company’s Articles of Association allow shareholders to exercise their rights in their absence, did the Company
publish the methods and conditions of doing so, including all necessary documents?

Yes No

Explanation: The Articles of Association currently does not allow shareholders to exercise their rights in their absence (per
mail or electronically). If the Articles of Association was amended in a way that it would allow shareholders to exercise
their rights in their absence, then the Company will act in accordance with the recommendation.

1.2.1. Did the Company publish on its website a summary document containing the rules applicable to the conduct of its
General Meetings and to the exercise of voting rights by shareholders?

Yes No

Explanation:

1.2.2. Did the Company publish the exact date when the range of those eligible to participate in a given company event is
set (record date), and also the last day when the shares granting eligibility for participating in a given company event are
traded?

Yes No

Explanation:

1.2.3. Did the Company hold its General Meetings in a manner providing for maximum shareholder participation?
Yes No
Explanation:

1.2.6. The Company did not restrict the shareholders’ right to designate a different representative for each of their securities
accounts to represent them at any General Meeting. (Answer Yes, if not)

Yes No

Explanation:

1.2.7. For proposals for the agenda items, were the Board of Directors’ draft resolution and also the Supervisory Board’s
opinion disclosed to the shareholders?

Yes No

Explanation:

1.3.3. The Company did not restrict the right of its shareholders attending a General Meeting to request information, add
comments and submit proposals, or set any preconditions for these with the exception of some measures taken to conduct
the General Meeting in a correct manner and as intended. (Answer Yes, if not)

Yes No

Explanation:

1.3.4. By answering the questions raised at the General Meeting, did the Company ensure compliance with the information
provision and disclosure principles set out in legal and stock exchange requirements?

Yes No

Explanation:
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1.3.5. Did the Company publish on its website the answers to the questions that the representatives of the Company’s
boards or its auditor present at the General Meeting could not satisfactorily answer at the meeting within 3 working days
following the General Meeting, or an official statement explaining why it refrained from giving answers?

Yes No

Explanation:

1.3.7. Did the Chairman of the General Meeting order a recess or suggest that the General Meeting be postponed when a
proposal or proposal relating to a particular issue on the agenda was submitted which the shareholders hadn’t had a chance
to become familiar with before the General Meeting?

Yes No

Explanation: The Board of Directors of the Company decided in the matters set on the published agenda of the Annual
General Meeting based on Section 9 (2) of Government Decree no. 502/2020. (XI.16.)

1.3.8.1. The Chairman of the General Meeting did not use a combined voting procedure for a decision related to electing
and recalling executive officers and Supervisory Board members. (Answer Yes, if not)

Yes No

Explanation:

1.3.8.2. For executive officers or Supervisory Board members, whose nominations were supported by shareholders, did the
Company disclose the identity of the supporting shareholder(s)?

Yes No

Explanation: No new executive officers or Supervisory Board members were nominated in 2021, but we would do so if they
were not nominated by a corporate body of the Company.

1.3.9. Prior to discussing agenda items concerning the amendment of the Articles of Association, did the General Meeting
pass a separate resolution to determine whether to decide on each amendment of the Articles of Association by individual
votes, joint votes, or votes combined in a specific way?

Yes No

Explanation:

1.3.10. Did the Company publish the minutes of the General Meeting containing the resolutions, the description of the draft
resolutions and any important questions and answers related to the draft resolutions within 30 days following the General
Meeting?

Yes No

Explanation: The Board of Directors of the Company decided in the matters set on the published agenda of the Annual
General Meeting convened for April 16, 2021 based on Section 9 (2) of Government Decree no. 502/2020. (X1.16.),
therefore the extract of the Minutes of the Board of Directors has been disclosed.

1.6.1.1. Do the Company’s publication guidelines cover the procedures for electronic, online disclosure?
Yes No
Explanation:

1.6.1.2. Does the Company design its by considering the aspects of disclosure and the information of investors?
Yes No
Explanation:

1.6.2.1. Does the Company have an internal publication policy in place which covers the processing the information listed
in Section 1.6.2 of the Recommendations document?

Yes No

Explanation:

1.6.2.2. Do the internal regulations of the Company cover the methods for the assessment of events judged to be important
for publication?

Yes No

Explanation:

1.6.2.3. Did the Board of Directors/Governing Board assess the efficiency of the publication processes?
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Yes No
Explanation:

1.6.2.4. Did the Company publish the findings of the efficiency assessment of the publication process?
Yes No
Explanation:

1.6.3. Did the Company publish its annual company event calendar?
Yes No
Explanation:

1.6.4. Did the Company publish its strategy, business ethics and policies regarding other stakeholders?
Yes No
Explanation:

1.6.5. Did the Company publish the career information of Board of Directors / Governing Board, Supervisory Board and
management members in its annual report or on the company website?

Yes No

Explanation:

1.6.6. Did the Company publish all relevant information about the internal organisation and the operation of the Board of
Directors / Governing Board and the Supervisory Board, about the work of the management, the assessments of these and
the changes in the current year?

Yes No

Explanation:

1.6.8. Did the Company publish its risk management guidelines and information about its system of internal controls, the
main risks and the principles for their management?

Yes No

Explanation:

1.6.9.1. Did the Company publish its guidelines relating to the trading of its shares by insiders?
Yes No
Explanation:

1.6.9.2. Did the Company disclose the share of the Board of Directors / Governing Board, Supervisory Board and
management members in the securities issued by the Company in the annual report or in some other way?

Yes No

Explanation:

1.6.10. Did the Company publish the relationship of Board of Directors / Governing Board, Supervisory Board and
management members may have with third parties which could affect the operation of the Company?

Yes No

Explanation:

2.1.1. Does the Company’s Articles of Association contain clear provisions regarding the responsibilities and competences
of the General Meeting and the Board of Directors / Governing Board?

Yes No

Explanation:

2.2.1. Does the Board of Directors / Governing Board have a rules of procedure in place defining the organisational structure,
the actions for arranging for and conducting the meetings, and the tasks regarding the adopted resolutions, as well as other
issues related to the operation of the Board of Directors / Governing Board?

Yes No

Explanation:

2.2.2. Does the Company publish the procedure used for nominating Board of Directors / Governing Board members?

Yes No
Explanation:
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2.3.1. Does the Supervisory Board provide a detailed description of its operation and duties, as well as the administrative
procedures and processes followed by it, in its rules of procedure and work plan?

Yes No

Explanation:

2.4.1.1. Did the Board of Directors / Governing Board and the Supervisory Board hold meetings periodically at a predefined
interval?

Yes No

Explanation:

2.4.1.2. Did the rules of procedure of the Board of Directors / Governing Board and the Supervisory Board provide rules for
the conduct of meetings that cannot be planned in advance, and for decision-making using electronic telecommunications
means?

Yes No

Explanation:

2.4.2.1. Did board members have access to the proposals to be presented at the meeting of the respective board at least
five days prior to the meeting?

Yes No

Explanation:

2.4.2.2. Did the Company arrange the proper conduct of the meetings, the drawing up of the meeting minutes and
management of the resolutions made by the Board of Directors / Governing Board and the Supervisory Board?

Yes No

Explanation:

2.4.3. Do the rules of procedure provide for the regular or ad hoc participation of non-board members at respective board’s
meetings?

Yes No

Explanation:

2.5.1. Were the members of the Board of Directors / Governing Board and the Supervisory Board nominated and elected in
a transparent process, and was the information about the candidates made public in due time before the General Meeting?
Yes No

Explanation:

2.5.2. Does the composition and size of the boards comply with the principles set out in Section 2.5.2 of the
Recommendations?

Yes No

Explanation:

2.5.3. Did the Company ensure that the newly elected Board of Directors / Governing Board and Supervisory Board
members became familiar with the structure and operation of the Company and their tasks were carried out as members of
the respective boards?

Yes No

Explanation:

2.6.1. Did the Governing Board / Supervisory Board request (in the context of preparing the annual corporate governance
report) its members considered to be independent to confirm their independence at regular intervals?

Yes No

Explanation:

2.6.2. Does the Company provide information about the tools which ensure that the Board of Directors / Governing Board
assesses objectively the management’s activities?

Yes No

Explanation:

2.6.3. Did the Company publish its guidelines concerning the independence of its Governing Board / Supervisory Board
members and the applied independence criteria on its website?
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Yes No
Explanation:

2.6.4. Does the Supervisory Board of the Company have any members who has held any position in the Board of Directors
or in the management of the Company in the previous five years, not including cases when they were involved to ensure
employee participation?

Yes No

Explanation:

2.7.1. Did members of the Board of Directors / Governing Board inform the Board of Directors / Governing Board and (if
applicable) the Supervisory Board (or the Audit Committee if a uniform governance system is in place) if they, or individuals
they have business relations with, or their relatives have interest in any business transactions of the Company (or any
subsidiaries thereof) which excludes their independence?

Yes No

Explanation:

2.7.2. Were transactions and assignments between members of boards/ members of the management/individuals closely
associated with them and the Company/subsidiaries of the Company carried out in accordance with the Company’s general
business practice but applying more stringent transparency rules compared to general business practice, and were they
approved?

Yes No

Explanation:

2.7.3. Did board members inform the Supervisory Board / Audit Committee (Nominating Committee) if they had received
an appointment for board membership or management position of a company not belonging to the Company Group?

Yes No

Explanation:

2.7.4. Did the Board of Directors / Governing Board develop guidelines for the flow of information and the management of
insider information within the Company, and monitor compliance with them?

Yes No

Explanation:

2.8.1. Did the Company create an independent internal audit function that reports directly to the Audit Committee /
Supervisory Board?

Yes No

Explanation:

2.8.2. Does Internal Audit have unrestricted access to all information necessary for carrying out audits?
Yes No
Explanation:

2.8.3. Did shareholders receive information about the operation of the system of internal controls?
Yes No
Explanation:

2.8.4. Does the Company have a function ensuring compliance (compliance function)?
Yes No
Explanation:

2.8.5.1. Is the Board of Directors / Governing Board or a committee operated by it responsible for the supervision and
management of the entire risk management of the Company?

Yes No

Explanation:

2.8.5.2. Did the relevant organisation of the Company and the General Meeting received information about the efficiency

of the risk management procedures?
Yes No

20



mflm = = EGYUTT. VELED

Explanation:

2.8.6. With the involvement of the relevant areas, did the Board of Directors / Governing Board develop the basic principles
of risk management taking into account the special idiosyncrasies of the industry and the Company?

Yes No

Explanation:

2.8.7. Did the Board of Directors / Governing Board define the principles for the system of internal controls to ensure the
management and control of the risks affecting the Company’s activities as well as the achievement of its performance and
profit objectives?

Yes No

Explanation:

2.8.8. Did internal control systems functions report about the operation of internal control mechanisms and corporate
governance functions to the competent board at least once a year?

Yes No

Explanation:

2.9.2. Did the Board of Directors / Governing Board invite the Company’s auditor in an advisory capacity to the meetings on
financial reports?

Yes No

Explanation:

Level of compliance with the Proposals

1.1.3. Does the Company’s Articles of Association provide an opportunity for shareholders to exercise their voting rights
also when they are not present in person?

Yes No

(Explanation:)

1.2.4. Did the Company determine the place and time of General Meetings initiated by shareholders by taking the initiating
shareholders’ proposal into account?

Yes No

(Explanation:)

1.2.5. Does the voting procedure used by the Company ensure a clear, unambiguous and fast determination of voting
results, and in the case of electronic voting, also the validity and reliability of the results?

Yes No

(Explanation:)

1.3.1.1. Were the Board of Directors/Governing Board and the Supervisory Board represented at the General Meeting?
Yes No
(Explanation:)

1.3.1.2. In the event the Board of Directors/Governing Board and the Supervisory Board was absent, was it disclosed by the
Chairman of the General Meeting before discussion of the agenda began?

Yes No

(Explanation:)

1.3.2.1. The Articles of Association of the Company did not preclude any individuals from receiving an invitation to the
General Meetings of the Company at the initiative of the Chairman of the Board of Directors/Governing Board and being
granted the right to express their opinion and to add comments there if that person’s presence and expert opinion is
presumed to be necessary or help provide information to the shareholders and help the General Meeting make decisions.
(Answer Yes, if not)

Yes No

(Explanation:)
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1.3.2.2. The Articles of Association of the Company did not preclude any individual from receiving an invitation to the
General Meetings of the Company at the initiative of shareholders requesting to supplement the agenda items of the
General Meeting and from being granted the right to express their opinion and to add comments there. (Answer Yes, if not)
Yes No

(Explanation:)

1.3.6. Does the annual report of the Company prepared as specified in the Accounting Act contain a brief, easy-to-
understand and illustrative summary for shareholders, including all material information related to the Company’s annual
operation?

Yes No

(Explanation:)

1.4.1. In line with Section 1.4.1, did the Company pay dividend within 10 working days to those of its shareholders who
had submitted all the necessary information and documents?

Yes No

(Explanation:)

1.6.11. Did the Company publish its information in English as well, in line with the provisions of Section 1.6.11?
Yes No
(Explanation:)

1.6.12. Did the Company inform its investors about its operation, financial situation and assets on a regular basis, but at
least quarterly?

Yes No

(Explanation:)

2.9.1. Does the Company have in place internal procedures regarding the use of external advisors and outsourced
activities?

Yes No

(Explanation:)
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Pursuant to Section 3:117(1) of the Civil Code, a company’s general meeting, simultaneously with the approval of the
financial statements, upon request of any corporate law executive officer (i.e., Board member), may discharge such officer
from liability and declare that the management activities were carried out in an appropriate manner during the previous
business year. According to Section 5.2 (n) of the Articles of Association, the decision on discharging the members of the
Board of Directors from liability is within the exclusive scope of authority of the General Meeting.

Discharging from liability with respect to the 2019 and 2020 business year, enclosed, shall become effective upon the
approval of the General Meeting in accordance with the respective resolutions of the Board of Directors, therefore it is
necessary to be voted thereon.

Resolution proposals:

[1] The General Meeting of Magyar Telekom Plc. declares that the management activities of the Board of Directors
members of the Company were carried out in an appropriate manner in the previous business year and decides to
discharge the members of the Board of Directors of the Company from liability with respect to the 2021 business year.
By discharging them from liability, the General Meeting confirms that the members of the Board of Directors have
performed the management of the Company in 2021 by giving primacy of the interests of the Company.

[2] The General Meeting of Magyar Telekom Plc. approves the Resolutions of the Board of Directors Nos. 4/7 through
4/13(04.24.2020) on discharging the members of the Board of Directors from liability with respect to the 2019 business
year.

[3] The General Meeting of Magyar Telekom Plc. approves the Resolutions of the Board of Directors Nos. 2/7 through
2/14(04.16.2021) on discharging the members of the Board of Directors from liability with respect to the 2020 business
year.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the submission of the Board of Directors on discharging the members of the Board of
Directors from liability and agrees with that the General Meeting should discharge the members of the Board of Directors
from liability for the business year of 2021 and with that the General Meeting should approve the discharging from liability
with respect to the 2019 and 2020 business years.
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DISCHARGING FROM LIABILITY WITH RESPECT TO THE 2019 BUSINESS YEAR
Resolution of the Board of Directors No 4/7 (04.24.2020)

The Board of Directors declares that the management activities of Dr. Robert Hauber, member of the Board of Directors of
the Company, were carried out in an appropriate manner in the 2019 business year and decides to discharge him from
liability with respect to the 2019 business year. The discharge from liability confirms that Dr. Robert Hauber has performed
the management of the Company in 2019 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 4/8 (04.24.2020)

The Board of Directors declares that the management activities of Ralf Nejedl, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2019 business year and decides to discharge him from liability
with respect to the 2019 business year. The discharge from liability confirms that Ralf Nejedl has performed the
management of the Company in 2019 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 4/9 (04.24.2020)

The Board of Directors declares that the management activities of Frank Odzuck, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2019 business year and decides to discharge him from liability
with respect to the 2019 business year. The discharge from liability confirms that Frank Odzuck has performed the
management of the Company in 2019 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 4/10 (04.24.2020)

The Board of Directors declares that the management activities of Péter Ratatics, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2019 business year and decides to discharge him from liability
with respect to the 2019 business year. The discharge from liability confirms that Péter Ratatics has performed the
management of the Company in 2019 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 4/11 (04.24.2020)

The Board of Directors declares that the management activities of Tibor Rékasi, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2019 business year and decides to discharge him from liability
with respect to the 2019 business year. The discharge from liability confirms that Tibor Rékasi has performed the
management of the Company in 2019 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 4/12 (04.24.2020)

The Board of Directors declares that the management activities of Eva Somorjai-Tamassy, member of the Board of Directors
of the Company, were carried out in an appropriate manner in the 2019 business year and decides to discharge her from
liability with respect to the 2019 business year. The discharge from liability confirms that Eva Somorjai-Tamassy has
performed the management of the Company in 2019 by giving primacy to the interests of the Company. This resolution
shall become effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of
the Company.

Resolution of the Board of Directors No 4/13 (04.24.2020)

The Board of Directors declares that the management activities of Guido Menzel, Mardia Niehaus and Dr. Mihaly Patai,
former members of the Board of Directors of the Company, were carried out in an appropriate manner in the 2019 business
year and decides to discharge them from liability with respect to the 2019 business year. The discharge from liability
confirms that Guido Menzel, Mardia Niehaus and Dr. Mihaly Patai have performed the management of the Company in 2019
by giving primacy to the interests of the Company. This resolution shall become effective retroactively on the date hereof,
conditional upon subsequent approval by the General Meeting of the Company.

Each member of the Board of Directors abstained from voting on the resolutions regarding themselves.
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DISCHARGING FROM LIABILITY WITH RESPECT TO THE 2020 BUSINESS YEAR

Resolution of the Board of Directors No 2/7 (04.16.2021)

The Board of Directors declares that the management activities of Dodonova Daria Aleksandrovna, member of the Board of
Directors of the Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge
her from liability with respect to the 2020 business year. The discharge from liability confirms that Dodonova Daria
Aleksandrovna, has performed the management of the Company in 2020 by giving primacy of the interests of the Company.
This resolution shall become effective retroactively on the date hereof, conditional upon subsequent approval by the
General Meeting of the Company.

Resolution of the Board of Directors No 2/8 (04.16.2021)

The Board of Directors declares that the management activities of Gabor Fekete, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge him from liability
with respect to the 2020 business year. The discharge from liability confirms that Gabor Fekete has performed the
management of the Company in 2020 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 2/9 (04.16.2021)

The Board of Directors declares that the management activities of Dr. Robert Hauber, member of the Board of Directors of
the Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge him from
liability with respect to the 2020 business year. The discharge from liability confirms that Dr. Robert Hauber has performed
the management of the Company in 2020 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 2/10 (04.16.2021)

The Board of Directors declares that the management activities of Ralf Nejedl, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge him from liability
with respect to the 2020 business year. The discharge from liability confirms that Ralf Nejedl has performed the
management of the Company in 2020 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 2/11 (04.16.2021)

The Board of Directors declares that the management activities of Frank Odzuck, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge him from liability
with respect to the 2020 business year. The discharge from liability confirms that Frank Odzuck has performed the
management of the Company in 2020 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 2/12 (04.16.2021)

The Board of Directors declares that the management activities of Péter Ratatics, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge him from liability
with respect to the 2020 business year. The discharge from liability confirms that Péter Ratatics has performed the
management of the Company in 2020 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 2/13 (04.16.2021)

The Board of Directors declares that the management activities of Tibor Rékasi, member of the Board of Directors of the
Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge him from liability
with respect to the 2020 business year. The discharge from liability confirms that Tibor Rékasi has performed the
management of the Company in 2020 by giving primacy to the interests of the Company. This resolution shall become
effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of the Company.

Resolution of the Board of Directors No 2/14 (04.16.2021)

The Board of Directors declares that the management activities of Eva Somorjai-Tamassy, member of the Board of Directors
of the Company, were carried out in an appropriate manner in the 2020 business year and decides to discharge her from
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liability with respect to the 2020 business year. The discharge from liability confirms that Eva Somorjai-Tamassy has
performed the management of the Company in 2020 by giving primacy to the interests of the Company. This resolution
shall become effective retroactively on the date hereof, conditional upon subsequent approval by the General Meeting of
the Company.

Each member of the Board of Directors abstained from voting on the resolutions regarding themselves.
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According to Section 3:276(1) of the Civil Code and Section 5.2. (a) of the Articles of Association, the decision on the
amendment of the Articles of Association falls into the exclusive scope of authority of the General Meeting of the Company,
unless otherwise provided for by the law or the Articles of Association.

The reasons for amending the Articles of Association are as follows:

Act V of 2013 on the Civil Code was amended with effect from January 1, 2022. Proposed amendments to the Articles of
Association arising from the legislative change are the following:
= Section 4.4. Minority rights:
= |n case of requesting a special audit, the costs of the audit shall be advanced by the requesting
members instead of the Company in accordance with Section 3:104 (4) of the Civil Code;
= clarification of the text in accordance with Section 3: 105 of the Civil Code.
=  Section 5.7. Quorum:
=  Amendment of Section 3:275 of the Civil Code allows the reconvened general meeting to be held the
same day as the general meeting having no quorum

Sections 10.1. and 11.: Increasing and decreasing the registered capital:
= The purpose of the amendment is to facilitate the practical application of the relevant provisions [Sections
3:293.8§(2) and 3:309. § (5) of the Civil Code].

The amendments to the Articles of Association are highlighted with track changes in the Annex to this submission as follows:
red coloured strikethrough text indicates the deleted text, while blue coloured underlined text indicates the new text.

Resolution proposals:
The General Meeting resolves that the amendments of the Articles of Association shall be decided in a single joint vote.

The General Meeting approves the amendment of Sections 4.4., 5.7., 10.1. and 11. of the Articles of Association
according to the submission.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the amendment to the Company’s Articles of Association proposed by the Board of
Directors and agrees with it.
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1. COMPANY DATA

1.1. Name of the Company

The Name of the Company: Magyar Telekom Tavkdzlési Nyilvanosan Miikddd Részvénytarsasag
The Abbreviated Name of the Company: Magyar Telekom Nyrt.

1.2. Name of the Company in English

The Name of the Company in English: Magyar Telekom Telecommunications Public Limited Company
The Abbreviated Name of the Company in English: Magyar Telekom Plc.

1.3. Registered Office of the Company

1097 Budapest, Kdnyves Kalman krt. 36.

1.4. Sites and Branch Offices of the Company

Sites and Branch Offices of the Company are listed in Annex 1.

1.5. Scope of Activities of the Company
1.5.1. Main activity:
61.10°08 Wired telecommunications activities

1.5.2. Other activities:

Activities of the Company other than the main activity are listed in Annex 2.

2. SHARE CAPITAL AND SHARES OF THE COMPANY

2.1. Share capital and shares

The share capital of the Company is HUF 104,274,254,300 (that is one hundred and four billion two hundred and seventy-four million
two hundred and fifty-four thousand three hundred Hungarian forints), comprised of 1,042,742,543 series “A” ordinary shares, each with
the face value of HUF 100.

The shares of the Company are dematerialized shares.
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2.2. Share Register

2.2.1. The keeper of the Share Register is the Board of Directors of the Company (the Board) or its agent appointed to be the keeper of
the Share Register. The keeper of the Share Register maintains the Share Register of the shareholders, including holders of interim
shares and nominees, in which the name and the address or registered seat of shareholders and the nominees, or in the case of jointly
owned shares the joint representative, the number of shares or interim shares and the ownership ratio of shareholders for each series of
shares are registered.

2.2.2. A shareholder who has been formally identified must be registered in the Share Register upon the shareholder’s request made to
the keeper of the Share Register. A registered shareholder shall be deleted from the Share Register upon the shareholder’s request. The
keeper of the Share Register may refuse the registration request of a formally identified shareholder if such shareholder has acquired its
shares in violation of the regulations on the transfer of shares set out by law or these Articles of Association.

2.2.3. Anyone may inspect the Share Register. The keeper of the Share Register provides access for inspection to the Share Register at
its registered office during working hours continuously. Those who are subject of any data, current or deleted, contained in the Share
Register may request a copy of the section which pertains to them from the keeper of the Share Register. Such copies shall be supplied
free of charge within five days to the entitled.

3. FAILURE TO PROVIDE CONTRIBUTION IN CONSIDERATION
FOR SHARES

3.1. Delay in providing contribution

Should a shareholder fail to make the contribution due to be paid to the Company, the Board shall set a 30-day deadline and call on the
shareholder for compliance.

3.2. Termination of Shareholders' rights

Should any shareholder fail to observe the 30-day deadline set under Section 3.1., their shareholding status (their shareholder’s rights
on the share(s) not paid up) shall cease on the day following the expiry of the deadline. The former shareholder shall be held liable for
damages caused to the Company by virtue of his failure to provide the contribution in accordance with the rules pertaining to damages
caused by breach of contract. If no other person assumes the obligation of the shareholder to provide contribution for the shares
undertaken to be subscribed, the share capital of the Company shall be decreased by the amount of the contribution committed by such
shareholder in default.

The conditions of assuming such obligation shall be determined at the same time when adopting a General Meeting resolution on capital
increase, considering the provisions of Section 10.

The defaulting shareholder is entitled to the value of the contribution when their successor shareholder has paid their contribution in full
to the Company or after the decrease of the share capital.

4. SHAREHOLDERS'RIGHTS

Shareholders shall be entitled to exercise shareholders’ rights in dealing with the Company based on a certificate of ownership, following
their entry into the Share Register.

No certificate of ownership is required for exercising shareholders’ rights when this entitlement is verified by way of the identification
procedure ordered by the Company.
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Where the identification procedure is requested by the Company, the keeper of the Share Register shall delete all data contained in the
Share Register at the time of the identification procedure, and shall simultaneously enter the data obtained upon the identification
procedure into the Share Register.

Shareholders whose names have not been entered into the Share Register and shareholders who acquired their shares in violation of
the restrictions to the transfer and the acquisition of shares shall not be allowed to exercise their rights attached to such shares vis-a-vis
the Company.

Shareholders may exercise shareholders’ rights through representatives. Members of the Board, the Supervisory Board and the Statutory
Auditor may not function as a representative of a shareholder.

A shareholder may appoint a nominee - after being registered in the register of shareholders - to exercise some or all rights of that
shareholder before the Company in their own name and for the benefit of the shareholder.

4.1. Participation at the General Meeting, voting rights

Shareholders shall have the right to participate at the General Meeting, and if holding shares with voting rights, to vote.

Shareholders may exercise their shareholders’ right in person or through their duly authorized representatives. The proxy given to a duly
authorized representative shall be set forth in a notarized document or a private document with full probative force. The proxy, in
accordance with the effective law from time to time, shall contain clearly and expressively:

a) the shareholder’s statement for authorization for the representative,

b) the shareholder as Principal and the representative as proxy,

c) the proxy is valid for one general meeting or a fixed period of time, but not exceeding twelve months,

d) whether it covers the resumption of the suspended general meeting and the general meeting re-convened due lack of quorum,

e) any further possible limitation of the proxy.

Where a shareholder is represented by more than one representatives, and if these representatives are contradicted in their votes or
statements, all such votes and statements shall be considered null and void.

The names of shareholders and nominees who intend to participate at the General Meeting shall be registered in the Share Register on
the second working day prior to the starting date of the General Meeting.

Shareholders’ rights may be exercised at the General Meeting only by the persons whose names are contained in the Share Register at
the time it was closed. Transfer of shares prior to the starting date of the General Meeting does not affect the right of persons registered
in the Share Register to participate at the General Meeting and to exercise their shareholders’ rights thereat.

Shareholders and authorised representatives shall identify themselves during the registration of the General Meeting.
The holder of each Series "A" ordinary share shall be entitled to one vote at the General Meeting.
Persons who certify their share ownership prior to the General Meeting, during registration by way of a securities account statement,

issued to the name of the person but are not registered in the Share Register, may participate at the General Meeting but may not exercise
shareholders’ rights.

4.2. Rights to information

Shareholders shall have the right to request information, make remarks and motions at the General Meeting.

The Board shall provide the necessary information, at the latest three days before the date of the General Meeting, to all shareholders
with respect to the agenda items of the General Meeting, upon written request submitted at least eight days prior to the date of the
General Meeting.

The Company shall publish on its web site at least 21 days prior to the General Meeting:

5
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(a) the total number of shares and voting rights at the date of the convocation (including separate totals for each class of shares);
(b) submissions relating to the items on the agenda and the related reports of the Supervisory Board, together with the resolution
proposals.

Public General Meeting materials may be sent at the time of publication of such General Meeting materials by way of electronic means
(only via email) to the shareholders who specifically requested it.

4.3. Dividend

Shareholders shall be entitled to receive a portion from the Company’s profit after tax that is available and has been ordered for
distribution by the General Meeting in proportion with the nominal value of their shares.

Those shareholders shall be entitled to dividend who are registered in the Share Register at the record date of the dividend payment
identification process ordered by the Company. The Company shall publish a notice regarding the dividend and pay the dividend in
accordance with the relevant rules of the Budapest Stock Exchange and the KELER Zrt. The Company shall pay dividends to
shareholders from the date specified by the relevant resolution of the General Meeting via bank transfer.

Shareholders may claim dividends during the period specified by law (five years). After that time their claim for dividends shall be time
barred.

The General Meeting or, by authorization of these Articles of Association, the Board may adopt a decision for the payment of interim
dividends between the approval of two consecutive financial reports if:

(a) according to the interim balance sheet, the Company has sufficient funds to cover such interim dividends;

(b) the amount distributed does not exceed the amount of untied retained earnings supplemented with the profit after tax shown in the
interim financial statement; and

c) the payment of such interim dividends may not result in the Company’s adjusted equity capital to decrease below its share capital.

Payment of interim dividends may be resolved upon the proposal of the Board. The consent of the Supervisory Board is required to such
proposal of the Board.

If according to the annual financial statements prepared after the distribution of interim dividends there was no justification for the
payment of dividends, such distribution must be returned by the shareholders when so requested by the Company.

Any dividend that is payable on the Company’s own shares shall be taken into account at nominal value as pertaining to shareholders
with respect to the dividends payable on their shares.

The Company shall not be liable for interest on dividends.

4.4. Minority rights

Shareholders of the Company together controlling at least one per cent of the voting rights may, at any time, request that the Company’s
General Meeting be convened, indicating the reason and the purpose thereof. If the Board fails to comply with such request within eight
days of the date of receipt, and fails to convene the General Meeting at the earliest possible date, the Court of Registration shall convene
the General Meeting at the request of the shareholders making the proposal, or shall empower the requesting shareholders to convene
the meeting. The expected costs shall be covered by the requesting shareholders. The Company’s General Meeting shall decide in a
meeting convened at the request of minority stakeholders whether the costs incurred be borne by the Company or the persons
convening such meeting.

If the General Meeting of the Company has refused - or did not present for decision - a proposal that the last financial report, or any
economic event which has occurred in connection with the activities of management during the last two years, or any commitment be
examined by an auditor to be engaged specifically for this purpose, such examination shall be ordered, and the auditor shall be
appointed, at the Company’s expense by the Court of Registration upon a request by any one shareholder or shareholders controlling
at least one per cent of the votes submitted within a 30-day preclusive period calculated from the General Meeting. The Court of
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Registration shall refuse the request in the event of abuse of minority rights by the shareholders presenting the request. The Company’s
Statutory Auditor may not be appointed to carry out such spemal audits. The costs of the audit shall be advanced and-borne by the
Lempany requesting members. -The-Com : : harge harehelder-affected The costs of the
audit shall be borne by the Company, exceptﬁ requestmg the audlt was mamfestly um‘ou nded

If the General Meeting of the Company has refused - or did not present for decision - a motion to enforce a claim against s shareholder,
members of the Board, the Supervisory Board or against the Statutory Auditor of the Company, any one shareholder or shareholders
controlling at least one per cent of the votes may move within a 30-day preclusive period calculated from the General Meeting to enforce
such claim themselves ea-behalfandfor the benefit of the Company.

If shareholders together controlling at least one per cent of the votes in the Company notify the Board - in accordance with the provisions
on setting the items of the agenda - of the supplementation of the agenda, or the resolution proposal with respect to the items on or to
be added to the agenda within eight days following the publication of the notice for the convocation of the General Meeting, the Board
publishes a notice on the supplemented agenda and the resolution proposals submitted by shareholders following the receipt of such
proposal. The matter published in the notice shall be construed to have been placed on the agenda.

5. THE GENERAL MEETING OF THE COMPANY

5.1. Status of the General Meeting

The General Meeting is the highest decision-making body of the Company. The decisions of the General Meeting, which are referred to
as resolutions, are binding upon all shareholders, other bodies and officers of the Company.

5.2. Matters within the Exclusive Scope of Authority of the General Meeting

The following matters shall be within the exclusive scope of authority of the General Meeting:

(a) to draw up and amend these Articles, unless otherwise provided by law or these Articles;

(b) the increase of the registered capital of the Company, unless otherwise provided by law;

(c) the decrease of the registered capital of the Company, unless otherwise provided by law;

(d) to amend the rights attached to individual series of shares;

(e) any merger into, consolidation with another company or de-merger of the Company, or any termination, dissolution, liquidation, or
transformation of the Company into another operational or corporate form. In the process of transformation if the Board prepares the
documents necessary for the transformation, the General Meeting of the Company - according to the applicable law - may adopt a final
decision on the transformation with holding only one meeting. In this case, draft terms of transformation including draft transformation
asset balance- and asset inventory pertaining to the date specified by the Board, within the preceding six months, and controlled by the
auditor, shall be presented for the meeting;

(f) decision on issuing convertible, equity or subscription right bonds, unless otherwise provided by law;

(g) to elect, remove and determine the remuneration of the members and substitute members of the Supervisory Board, the Audit
Committee and the Board and enforcement of claims for damages against members of the Supervisory Board and the Board;

(h) to elect, remove and determine the remuneration of the Statutory Auditor of the Company and to define the contents of the essential
elements of the contract to be concluded with the Statutory Auditor and enforcement of claims for damages against the Statutory Auditor;

(i) to approve the financial statements pursuant to the Accounting Act, and to decide on the utilisation of the profit after tax earnings;

(j) to approve the corporate governance and management report;
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(k) subject to Section 10.3., to appoint the person(s), pursuant to the provisions of law, that are authorized to take over for shares in any
private increase of the Company's capital;

(I) to approve the registration of the Company's shares on a stock exchange with the exception of the transfer of shares admitted to
trading belonging to the scope of authority of the Board;

(m) decision on request to delist the Company’s shares from a stock exchange;

(n) decision on granting relief to the members of the Board;

(o) decision on the payment of interim dividends, unless otherwise provided by these Articles;

(p) decision on the acquisition of the Company's own shares, unless otherwise provided by law;

(q) decision on the exclusion of preference right regarding subscription or commitment for subscription of shares;
(r) advisory voting on supporting or rejecting the Remuneration Policy and Remuneration Report;

(s) decision on any other issue that is referred to the authority of the General Meeting by law or these Articles.

5.3. Passing Resolutions

The General Meeting shall adopt its resolutions by a simple majority vote except for resolutions on issues listed in Section 5.2. (a), (c)-(f),
(I), (m) which shall require at least a three-quarters majority of the votes of the shareholders present.

5.4. Right to Convene General Meetings

The General Meeting shall be convened by persons authorized by law and these Articles.

5.5. Holding of a General Meeting

The Company shall hold a General Meeting at least once each year (the “Annual General Meeting”) where the financial statements
prepared according to the Accounting Act of the Company shall be approved. The Annual General Meeting shall be held no later than
April 30 of the year immediately subsequent to the business year in question.

In addition to the Annual General Meeting, the Company may hold extraordinary General Meetings at any time, if necessary.

5.6. Convocation of the General Meeting

Notice of the General Meeting of the Company shall be published in the manner stipulated by law and these Articles for the publication
of the Company's notices and advertisements thirty days prior to the date of the General Meeting, unless otherwise provided by law. The
public notice of the General Meeting of the Company shall be published by the body responsible for or entitled to the convocation of the
General Meeting either by law or by these Articles.

The public notice of the General Meeting shall contain

(a) the name and the registered office of the Company;

(b) the date and the venue of such General Meeting;

(c) the way of holding the General Meeting;

(d) the items on the agenda of such General Meeting;



el B = EGYUTT. VELED

(e) the place and the date of the reconvened General Meeting to be held if the General Meeting does not have a quorum;

(f) the conditions for the exercise of the voting rights at the General Meeting set out in the Articles of Association and the detailed
conditions and information regarding the participation at the General Meeting, identification of the shareholders and the certification of
the method of the representation;

(g) the conditions regarding the exercise of the right to supplement to the agenda of the general meeting and the place of the availability
of the original and full text of the resolution proposals and documents to be submitted to the General Meeting.

5.7. Quorum

The General Meeting shall have a quorum if shareholders representing more than half of the shares carrying voting rights are present at
the General Meeting in person or by proxy at the time stipulated in the public notice convening the General Meeting. If the General
Meeting fails to have a quorum, the reconvened General Meetlng shall have a quorum for the issues of the orlgmal agenda |rrespect|ve
of the voting rights represented by those present,#£-calle ' m
meore-than-twenty-one-days. Such reconvened Genera/ Meet/nq may a/so be convened for t/7e same dgy as the Genera/ Meetmq
fails to have a quorum, however, the period between the two general meetings shall not exceed twenty-one days.

5.8. Opening of the General Meeting

The Chairperson of the General Meeting shall be elected by the General Meeting on the basis of the submission of the Board. Until the
election of the Chairperson of the General Meeting, the person proposed to be the Chairperson in the Board’s submission shall chair
the General Meeting.

5.9. Chairperson of the General Meeting

The Chairperson of the General Meeting:

(a) shall determine the quorum;

(b) shall make recommendations for the minute keeper of the General Meeting, for the shareholder, or its proxy to certify the minutes,
and, in the event of non-computerised voting, for the tellers. In the event of computerised voting, the Chairperson of the General Meeting

shall act as teller;

(c) shall have the General Meeting adopt the sequence in which items on the agenda, including items duly added to the agenda, shall
be discussed;

(d) shall chair the General Meeting, its discussions, grant or revoke speakers right to contribute;
(e) may stipulate a time limit for contributions to the discussion;

(f) shall state the result of the votes and shall declare the resolution of the General Meeting;

(g) shall call for breaks;

(h) may propose the suspension of the General Meeting;

(i) shall declare the General Meeting closed if each resolution on the agenda has been voted on.

5.10. Election of the Officials of the General Meeting

The General Meeting shall elect the keeper of the minutes, the person who shall certify the minutes, and, in case of non-computerised
voting, the tellers, and the Chairperson of the General Meeting based on the proposal of the Board.
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5.11. Voting Procedures

5.11.1. At the General Meeting the voting shall be computerised. The Chairperson of the General Meeting may propose that some or all
of the items of the agenda be voted upon in lieu of computerised voting by the show of the voting cards. The Chairperson's motion shall
be decided by a simple majority vote of the General Meeting.

5.11.2. At the venue of the General Meeting, during registration, the Company shall issue a voting card or provide a voting device for
computerised voting to each holder of voting shares after verification that the shareholder is duly registered in the Share Register.

5.11.3 In the event of computerised voting, the tally of the votes shall proceed electronically. Before the voting takes place, the
Chairperson or the person designated by the Chairperson shall advise the General Meeting on the technical details of the computerised
voting. The shareholders shall be advised of the results of votes by the Chairperson.

5.11.4. In the event of non-computerised voting, each shareholder shall receive a voting card. Voting cards shall set out the name,
address or registered seat and the number and series of shares held by the shareholder or the nominee and the number of votes such
shareholder is entitled to cast. The voting shall proceed by the show of the voting cards.

6. BOARD OF DIRECTORS

6.1. Status of the Board of Directors

The Board shall be the management body of the Company and the Board shall represent the Company with regard to third parties, in
court and before other authorities.

6.2. Members of the Board of Directors

The Board shall be comprised of a minimum of five (5), and a maximum of eleven (11) members. The members of the Board shall be
elected by the General Meeting. The mandate of the members of the Board, unless otherwise provided by the General Meeting, lasts for
a term of three years until May 31 of the third year subsequent to the date of the said General Meeting with the exception that if the
General Meeting in the third year is held prior to May 31 than their mandate lasts until the date thereof. Members of the Board can be
removed or re-elected at any time by the General Meeting. Unless otherwise provided by a separate arrangement, the removal of, or
failure to re-elect, a member of the Board shall not affect the employment rights of such person with the Company where such member
of the Board is also an employee of the Company. The General Meeting has the right to elect substitute member(s) to the Board, whose
membership in the Board shall be conditional upon the number of the members of the Board falling below five (5). If more than one
substitute members are elected, their substitution ranking shall also be determined. The provisions regarding the expiry of the mandate
of the members of the Board shall apply to such substitute member(s) to the Board.

6.3. Rules of Procedure and Chairperson of the Board of Directors

Subject to the provisions of applicable law and these Articles, the Board shall draw up its own Rules of Procedure. The Chairperson
[and, if deemed necessary by the Board, the Deputy Chairperson] of the Board shall be elected in accordance with the provisions of the
Rules of Procedure of the Board. The Chairperson of the Board shall have the right to delegate permanent invitees to the meetings of
the Supervisory Board.

6.4. Scope of authority of the Board of Directors

The Board shall

(a) be responsible for all matters relating to the Company's management and course of business not otherwise reserved to the General
Meeting or to other corporate bodies by these Articles or by law;
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(b) cause the report including the balance sheet and the profit and loss statement of the Company to be prepared pursuant to the
Accounting Act together with a proposal on the use of the profit after tax;

(c) prepare the corporate governance and management report and submit it to the General Meeting;

(d) have the books of the Company, including among others accounting records and the Shareholders' Register, maintained in
compliance with applicable regulations;

(e) make such filings with the Court of Registration and publish such information as may be required by applicable law and these Articles;

(f) draw up, at the end of each business year, a report for the General Meeting on the management of the Company, the assets of the
Company, the financial situation of the Company and the business policy of the Company;

(9) adopt the annual business plan of the Company which shall contain specific authorisations to the management that are necessary
for the operation of the business of the Company;

(h) have the authority to create committees of the Board consisting exclusively of Board members and to delegate part of its authority to
such committees;

(i) have the authority to create committees of Board members and non-Board members and to delegate authority to such committees;

(j) exercise employer's rights towards the employees of the Company pursuant to the Rules of Organisation and Operation as_defined by
the Board;

(k) prepare quarterly reports for the Supervisory Board on the management, financial status and the business policy of the Company;

(I) ensure the purchase of own shares on the basis of the authorization of the General Meeting, and in connection with this approve the
interim statement of financial position if necessary, and arrange for the alienation of the Company's own shares;

(m) on the basis of the authorization of the General Meeting decide on increasing of the registered capital of the Company, and in
connection with this approve the interim statement of financial position if necessary, that is allocated to its scope of authority and the
related amendment of the Articles;

(n) contract with the Statutory Auditor to carry out the statutory auditing activities within 90 days following the General Meeting’s
resolution on the election of the Statutory Auditor;

(o) decide on termination of trading of shares on a given regulated market by transfer between trading venues;

(p) make decisions regarding any change in the registered office, sites, branch offices and - except for the main activity - the scope of
activities of the Company and in relation to this, to modify these Articles;

(g) on the basis of the authorization of the General Meeting, decide on interim dividend payment and in connection with this approve the
interim statement of financial position if necessary; and

(r) approve the related party transactions if such approval is required by law.

6.5. Liability of the members of the Board of Directors

Members of the Board shall conduct the management of the Company based on the primacy of the interests of the Company. Members
of the Board shall be liable for damages caused to the Company resulting from their management activities in accordance with the rules
pertaining to damages for loss caused by breach of contract.

The Company shall be liable for damages caused to a third party by a member of the Board in connection with their conduct in such
capacity. A member of the Board and the Company shall be jointly and severally liable if that member of the Board caused the damage
intentionally.
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7. SUPERVISORY BOARD

7.1. Status of the Supervisory Board

The Supervisory Board oversees the management in order to protect the interests of the Company.

7.2. Members of the Supervisory Board

7.2.1. The Supervisory Board shall be comprised of five (5) members. The members shall be elected by the General Meeting. The
mandate of the members of the Supervisory Board, unless otherwise provided by the General Meeting, lasts for a term of three years
until May 31 of the third year subsequent to the date of the said General Meeting with the exception, that if the General Meeting in the
third year is held prior to May 31 than their mandate lasts until the date thereof. The General Meeting has the right to elect employee
substitute member(s) and independent substitute member(s) to the Supervisory Board, whose membership in the Supervisory Board
shall be conditional upon the number of the employee members of the Supervisory Board falling below two (2), and the number of the
independent members of the Supervisory Board falling below three (3), respectively. If more than one employee and/or independent
substitute members are elected, their substitution ranking shall also be determined. The provisions regarding the expiry of the mandate
of the members of the Supervisory Board shall apply to the mandate of such substitute member of the Supervisory Board.

7.2.2. Three members of the Supervisory Board must be independent from time to time in accordance with the provisions of the Civil
Code and two members of the Supervisory Board must be employees of the Company

7.2.3. The Supervisory Board member shall not be regarded as an independent member, if

a) he is an employee or an ex-employee of the Company, in the latter case the conflict of interest exists for five years from the termination
of the employment;

b) provides advisory services or other activities as a retained advisor for the Company or its senior managers in return of remuneration;
c) he is a shareholder of the Company who either directly or indirectly owns at least 30% of the votes or is a close relative or domestic
partner to such person;

d) he is a close relative or domestic partner of any non-independent executive officer or executive employee of the Company;

e) on the basis of his membership in the Supervisory Board he is entitled to receive remuneration in case of the profitable operation of
the Company or receives any other remuneration besides his fee as a Supervisory Board member from the Company or an affiliated
business association to the Company;

f) he is in a legal relationship with a non-independent member of the Supervisory Board in another business association on the basis of
which the non-independent member has controlling or supervisory rights;

g) he is the Statutory Auditor of the Company or a member or an employee thereof for three years from the termination of this legal
relationship;

h) he is an executive officer or executive employee in a business association whose independent Board member is also an executive

officer of the public limited company.

7.2.4. The employee representatives in the Supervisory Board shall be nominated by the Central Workers” Council considering the
opinion of the trade unions operating at the Company. Persons nominated by the Central Workers’ Council shall be elected by the
General Meeting as members of the Supervisory Board, except if a disqualification exist in respect of the nominated persons.

7.3. Rules of Procedure and Chairperson of the Supervisory Board

The Chairperson (and, if deemed necessary by the Supervisory Board, the Deputy Chairperson) of the Supervisory Board shall be elected
by the Supervisory Board from among its members in accordance with the provisions of the Rules of Procedure of the Supervisory Board.
The Chairperson of the Audit Committee shall be elected by the members of the Supervisory Board out of the members of the Audit
Committee. If the Chairperson of the Supervisory Board is also a member of the Audit Committee, the Chairperson of the Supervisory
Board shall be deemed to be elected as the Chairperson of the Audit Committee as well. The Supervisory Board and the Audit Committee
can hold joint meetings. Permanent invitees delegated by the Chairperson of the Board shall be entitled to attend all meetings of the
Supervisory Board and shall be entitled to receive all submissions, preparatory materials and other information that is made available to
members of the Supervisory Board. The Supervisory Board shall adopt its own Rules of Procedure, which shall be effective without any
further approval. The Chairperson shall perform such duties as described by law, these Articles and the Rules of Procedure of the
Supervisory Board.
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7.4. Scope of authority of the Supervisory Board

The Supervisory Board shall examine all submissions to be submitted to the General Meeting and present its opinion thereof at the
General Meeting. The General Meeting may pass a resolution on a report pursuant to the Accounting Act and the use of the profit after
tax only after receipt of the written report of the Supervisory Board. The Supervisory Board shall make a proposal directly to the General
Meeting regarding the election, remuneration and removal of the Statutory Auditor.

The Supervisory Board may convene the General Meeting to discuss any issue and to take any necessary decision if, in its opinion, the
activities of the management infringe the law, these Articles or the resolutions of the General Meeting, or otherwise interfere with the
interests of the Company.

7.5. Liability of Members of the Supervisory Board

Members of the Supervisory Board shall be liable for damages caused to the Company resulting from their omission or inappropriate
performance of their supervisory responsibilities in accordance with the rules pertaining to damages caused by breach of contract.

7.6. Audit Committee

7.6.1.  The General Meeting shall elect three (3) independent members of the Supervisory Board as members of the Audit Committee
for the same period as their mandate in the Supervisory Board. The General Meeting has the right to elect a substitute member(s) to the
Audit Committee, whose membership in the Audit Committee shall be conditional upon the number of the members of the Audit
Committee falling below three (3) If more than one substitute members are elected, their substitution ranking shall also be determined.
The provisions regarding the expiry of the mandate of the members of the Audit Committee shall apply to the mandate of such substitute
member of the Audit Committee.

7.6.2.  The Audit Committee shall establish its own Rules of Procedure which shall be approved by the Supervisory Board. The
Supervisory Board and the Audit Committee can hold joint meetings.

7.6.3.  The Audit Committee shall

a) provide assistance to the Supervisory Board in supervising the financial reporting regime, in selecting Statutory Auditor, and in working
with the Statutory Auditor;

b) monitor the effectiveness of the internal audit and risk management systems and the financial reporting processes of the Company
and makes recommendations, if necessary;

c) monitor the statutory audit of the annual separate and annual consolidated financial statements;

d) review and monitor the independence of the statutory auditor or the audit firm.

7.6.4.  The Audit Committee makes a proposal to the Supervisory Board regarding the election, remuneration and removal of the
Statutory Auditor.

8. STATUTORY AUDITOR

8.1. Election of the Statutory Auditor

The General Meeting of the Company shall elect the Statutory Auditor for a definite period not exceeding two years.
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8.2. Duties of the Statutory Auditor

The Statutory Auditor shall be responsible for carrying out the audits of accounting documents according to the relevant regulations,
and to provide an independent audit report to determine as to whether the financial statements of the Company are in conformity with
legal requirements, and whether they provide a true and fair view of the Company'’s assets and liabilities, financial position and profit or
loss.

8.3. The rights and the responsibilities of the Statutory Auditor

In connection with the performance of its duties, the Statutory Auditor:

(a) shall have access to the documents, accounting books and records of the Company;
(b) may request information from the members of the Board, the Supervisory Board and from employees of the Company;
(c) may examine the cash in hand, ledgers, the securities portfolio, the inventory, the contracts and the bank accounts of the Company;
(d) shall attend the General Meeting that discusses the report of the Company prepared according to the Accounting Act, provided that
its absence does not impede the General Meeting;
(e) if required, may attend meetings of the Board, the Supervisory Board and the Audit Committee with the right to confer;
(f) shall be obliged to request the Board to convene a General Meeting without delay, if:
(i) it detects any changes in the Company's assets that are likely to jeopardize its ability to satisfy claims against the Company; or
(i) it becomes aware of a circumstance that entails the liability of the Board or the Supervisory Board with respect to their activities
performed in that capacity;
(g) in the event of non-compliance with the request set out in subsection (f), the Statutory Auditor shall inform the competent Court of
Registration of the relevant circumstances.

9. SIGNATURE ON BEHALF OF THE COMPANY

The Company shall be bound by the signature of (i) two members of the Board, or (ii) a member of the Board and an employee of the
Company authorized for this purpose by two members of the Board, or (iii) two employees of the Company authorised for this purpose
by two members the Board. Such authorized signatories shall jointly sign their full names under the stamped, hand-written, typed or
printed name of the company in the way as such signature appears in their certified specimen of signature deposited with the Court of
Registration.

10. INCREASE OF THE REGISTERED CAPITAL

10.1. Cases of the Increase in the Registered Capital

The General Meeting may decide on the increase of the share capital of the Company by means of issue of new shares (including private
issue of new shares), from assets other than the share capital, conditional capital increase or through issue of convertible (atvaltoztathatd)
or equity (atvaltozd) bonds into shares in accordance with the applicable provisions of the Civil Code.

The General Meeting may authorize the Board to increase the share capital in accordance with applicable provisions of the Civil Code.

For the general meetings’ resolution on increasing the share capital to be valid, the holders of dematerialized series “A” ordinary
shares each with the face value of HUF 100, as holders of the types or classes of shares which are considered affected by the
Iincrease in the capital, shall grant their distinct approval to the proposed share capital increase. The holders of the “A” ordinary
shares present at the General Meeting decide on the approval by a simple majority vote In such event, the provisions on the
restriction or exclusion of the voting rights attached to these shares may not be applied, except for the prohibition on exercising
voting rights attached to own shares.
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10.2. Subscription preference right

10.2.1. Where the share capital is increased by way of contribution of cash, within the Company’s shareholders first the holders of shares
belonging to the same series of issue, and then the holders of convertible bonds and the holders of bonds with subscription rights in
tandem shall be granted preferential rights - in this sequence - for the subscription of shares subject to the conditions laid down in
these Articles.

10.2.2. The Board shall inform the shareholders and the holders of convertible bonds and bonds with subscription rights concerning
their options and the procedure to exercise the preferential right for the subscription of shares, including the face value or issue price of
shares which may be acquired, and the first and last days of the 15 days period during which such right can be exercised.

11. DECREASE OF THE REGISTERED CAPITAL OF THE COMPANY

The Company may decrease its registered capital, in the cases defined in the respective laws reduction of the share capital is mandatory.

For the general meetings’ resolution on decreasing the share capital to be valid, the holders of dematerialized series “A” ordinary
shares each with the face value of HUF 100, as holders of the types or classes of shares which are considered affected by the
decrease of the capital, shall grant their distinct approval in advance to the proposed share capital decrease. The holders of the
“A” ordinary shares present at the General Meeting decide on the approval with the three-quarters majority of the votes. In such
event, the provisions on the restriction or exclusion of the voting rights attached to these shares may not be applied, except for
the prohibition on exercising voting rights attached to own shares.

12. CONFLICT OF INTEREST

Conflict of interest rules set out in Section 3:115 (1) of the Civil Code shall not apply to members of the Board and the Supervisory Board.
Instead, the following rules shall be apply to members of the Board and the Supervisory Board.

Members of the Board and the Supervisory Board may not acquire any share - except for the shares of public limited companies - and
may not accept executive office or supervisory board membership in such domestic or foreign businesses whose main business activity
is the same as the main activity of the Company, unless otherwise provided by law or by these Articles.

Notwithstanding the above paragraph, members of the Board and the Supervisory Board may be elected as executive officers or
members of supervisory board in domestic or foreign businesses whose main business activity is the same as the main activity of the
Company,

(i) if such business has a direct or indirect majority influence in the Company, or
(ii) in which the Company or any person having a direct or indirect majority influence in the Company hold at least 25 %
ownership stake and/or voting rights.

13. INDEMNIFICATION OF MEMBERS OF THE BOARD OF
DIRECTORS AND THE SUPERVISORY BOARD

13.1. Indemnification

The Company shall, to the fullest extent permitted by law, indemnify any member or former member of the Board and any member or
former member of the Supervisory Board who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal or administrative, by reason of the fact of their current or former position at
the Company against expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement actually and reasonably
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incurred by them in connection with such action, suit or proceeding if they acted in good faith and in a manner they reasonably believed
to be in or not opposed to the best interests of the Company, and, with respect to any criminal proceeding, had no reasonable cause to
believe their conduct was unlawful.

13.2. Advancing Expenses

Expenses (including reasonable attorney’s fees) incurred by a member of the Board or the Supervisory Board in defending any civil,
criminal or administrative action, suit or proceeding may be paid by the Company in advance of the final disposition of such proceedings
upon receipt of an undertaking by or on behalf of such person to repay such amount if it shall ultimately be determined that they are not
entitled to be indemnified by the Company pursuant to Section 13.1.

13.3. Insurance

The Company shall have the power to purchase and maintain insurance on behalf of any person who is or was a member of the Board
or the Supervisory Board against any liability asserted against them and incurred by them in any such capacity, whether or not the
Company would have the right to indemnify them against such liability under the provisions of Sections 13.1. and 13.2. or any other
provisions of law.

14. OTHER PROVISIONS

14.1. Notices

Notices, invitations to the shareholders and announcements of the Company shall be published on the web site of the Company
(www.telekom.hu) and in the official publication space of the Budapest Stock Exchange and the Official Gazette ("Cégkdzlony") in cases
required by applicable law.

14.2. Miscellaneous

These Articles shall prevail over and replace any former Articles of the Company. Consequently, on the effective date of these Articles,
prior version of the Articles shall have no effect. Issues not regulated herein shall be subject to the provisions of the Civil Code and other
applicable laws.

I hereby certify that the amended and restated text of the Articles of Association corresponds to the effective content of the Articles
of Association as amended from time to time. The reason for preparing this amended and restated version of the Articles of
Association was the amendment of Annex1-andAnnex2. Sections 4.4., 5.7., 10.1. and 11. and the amendment of data in Annex
3 [pursuant to Section 51 (2) of Act V of 2006 on Public Company Information, Company Registration and Winding-up
Proceedings].

Amendments effective as of [7], 202:?, based on resolution no. [*] adopted by the General Meeting of the Company on [*], 2022,

and the updated data of Annex 3 are highlighted with bold and italic fonts.

Countersigned in Budapest, on September28,-2021[*], 2022 by:


http://www.telekom.hu/

ANNEX 1
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SITES AND BRANCH OFFICES OF THE COMPANY

(a) Sites of the Company:

073 Budapest, Dob u. 76-78.

106 Budapest, Ors vezér tere 25. 1. em.
138 Budapest, Véci ut 178.

195 Budapest, Ull6i Gt 201.

191 Budapest, Vak Bottyan u. 75. a-c.
024 Budapest, Lévéhaz u. 2-6. 2. em.
123 Budapest, Alkotas ut 53.

062 Budapest, Véaci ut 1-3.

(b) Branch Offices of the Company:

4026 Debrecen, Bethlen u. 1.

3525 Miskolc Régiposta u. 9.

9400 Sopron, Széchenyi tér 7-10.
7601 Pécs, Rakdczi ut 19.

5600 Békéscsaba, Andrassy u. 44.
6723 Szeged, Etelka sor 1.

7622 Pécs, Bajcsy-Zsilinszky ut 11.
7100 Szekszard, Arany Janos u. 31.
7400 Kaposvar, Széchenyi tér 1.
8600 Siofok, Szabadsag tér 10/A.
8200 Veszprém, Adam Ivan utca 1.
8000 Székesfehérvar, Palotai Gt 1.
9700 Szombathely, F6 tér 17.

9021 Gyér, Budai ut 1.

8900 Zalaegerszeg, Kossuth u. 11.
6722 Szeged, Londoni krt. 3.

6000 Kecskemét, Korona utca 2. 2. emelet
5600 Békéscsaba, Andrassy ut 37-43.

1117 Budapest, Oktéber huszonharmadika utca 8-10.

1033 Budapest, Huszti ut 32.

1098 Budapest, Tavird utca 3-5.

1156 Budapest, Szaraznad utca 1-3.

1211 Budapest, Rékoczi Ferenc at 154-170.
1087 Budapest, Kerepesi Ut 9.

1119 Budapest, Hadak utja 1.

4025 Debrecen, Piac u. 26.

4400 Nyiregyhaza, Nagy Imre tér 1.
3525 Miskolc, Széchenyi u. 36.
3525 Miskolc, Szentpadli u. 2-6.
3300 Eger, Torvényhaz u. 4.

4029 Debrecen, Csapd u. 30.
4400 Nyiregyhaza, Kossuth tér 8-9.
6724 Szeged, Rokusi korat 2-10.
7400 Kaposvar, Bajcsy-Zsilinszky E. u.15.
7621 Pécs, Jokai Mér utca 10.
7632 Pécs, Aidinger J. utca 45.
8000 Székesfehérvar, Petéfi u. 4.
9023 Gyér, Verseny utca 11.

5000 Szolnok, Ady Endre ut 23.
2800 Tatabanya, Gy6ri tt 7-9.
9024 Gy6r, Vasvari Pal 1/a.

6720 Szeged, Széchenyi tér 16.
4400 Nyiregyhaza, Szegf(i utca 75.
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ANNEX 2
OTHER ACTIVITIES OF THE COMPANY

Pre-press and pre-media services

Binding and related services

Reproduction of recorded media

Manufacture of communication equipment

Installation of industrial machinery and equipment

Production of electricity

Trade of electricity

Trade of gas through mains

Steam and air conditioning supply

Development of building projects

Construction of residential and non-residential buildings
Construction of utility projects for fluids

Construction of utility projects for electricity and telecommunications
Construction of other civil engineering projects n.e.c.

Demolition

Site preparation

Electrical installation

Plumbing, heat and air-conditioning installation

Other construction installation

Other specialised construction activities n.e.c.

Sale of cars and light motor vehicles

Sale of other motor vehicles

Agents involved in the sale of machinery, industrial equipment, ships and aircraft
Wholesale of electrical household appliances

Wholesale of other household goods

Wholesale of electronic and telecommunications equipment and parts
Wholesale of other machinery and equipment

Non-specialised wholesale trade

Other retail sale in non-specialised stores

Retail sale of computers, peripheral units and software in specialised stores
Retail sale of telecommunications equipment in specialised stores
Retail sale of audio and video equipment in specialised stores
Retail sale of electrical household appliances in specialised stores
Retail sale of furniture, lighting equipment and other household articles in specialised stores
Retail sale of books in specialised stores

Retail sale of newspapers and stationery in specialised stores
Retail sale of music and video recordings in specialised stores
Retail sale of games and toys in specialised stores

Retail sale of cosmetic and toilet articles

Other retail sale of new goods in specialised stores

Retail sale via stalls and markets of textiles, clothing and footwear
Retail sale via mail order houses or via Internet

Other retail sale not in stores, stalls or markets

Warehousing and storage

Hotels and similar accommodation

Holiday and other short-stay accommodation

Other accommodation

Restaurants and mobile food service activities

Event catering activities

Other food service activities

Book publishing

Publishing of directories and mailing lists

Publishing of newspapers

Publishing of journals and periodicals

Other publishing activities

Publishing of computer games

Other software publishing

Sound recording and music publishing activities

EGYUTT. VELED
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Radio broadcasting

Television programming and broadcasting activities

Wireless telecommunications activities

Satellite telecommunications activities

Other telecommunications activities

Computer programming activities

Computer consultancy activities

Computer facilities management activities

Other information technology and computer service activities
Data processing, hosting and related activities

Web portals

Other information service activities n.e.c.

Activities of holding companies

Other activities auxiliary to financial services

Activities of insurance agents and brokers

Renting and operating of own or leased real estate

Real estate agencies

Management of real estate on a fee or contract basis
Accounting, bookkeeping and auditing activities; tax consultancy
Public relations and communication activities

Business and other management consultancy activities
Architectural activities

Engineering activities and related technical consultancy
Technical testing and analysis

Other research and experimental development on natural sciences and engineering
Research and experimental development on social sciences and humanities
Advertising agencies

Media representation

Market research and public opinion polling

Specialised design activities

Translation and interpretation activities

Other professional, scientific and technical activities n.e.c.
Renting and leasing of cars and light motor vehicles

Renting and leasing of trucks

Renting and leasing of recreational and sports goods

Renting of video tapes and disks

Renting and leasing of other personal and household goods
Renting and leasing of office machinery and equipment (including computers)
Renting and leasing of other machinery, equipment and tangible goods n.e.c.
Travel agency activities

Tour operator activities

Other reservation service and related activities

Private security activities

Security systems service activities

Combined facilities support activities

Combined office administrative service activities

Photocopying, document preparation and other specialised office support activities
Activities of call centres

Organisation of conventions and trade shows

Activities of collection agencies and credit bureaus

Other business support service activities n.e.c.

Technical and vocational secondary education

Sports and recreation education

Other education n.e.c.

Educational support activities

Repair of computers and peripheral equipment

Repair of communication equipment

EGYUTT. VELED
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Annex 3 will be updated based on the decisions of the AGM accordingly

ANNEX 3
INFORMATION ON MEMBERS OF THE BOARD OF DIRECTORS, SUPERVISORY BOARD, AUDIT COMMITTE AND ON THE
STATUTORY AUDITOR OF THE COMPANY

Members of the Board of Directors:

Daria Aleksandrovna Dodonova
Fekete Gabor

Dr. Robert Hauber

Ralf Nejed|

Frank Odzuck

Ratatics Péter

Rékasi Tibor .
Somorjai-Tamassy Eva

Members of the Supervisory Board:

Dr. Borbély Attila
Doroghazi Krisztina
Lichnovszky Tamas
Szakonyi Andrés
Varga Zsoltné

Members of the Audit Committee:

Dr. Borbély Attila
Doroghézi Krisztina
Szakonyi Andras

The Statutory Auditor:
PricewaterhouseCoopers Kénywizsgald Korlatolt Felelésségl Tarsasag (registered office: 1055 Budapest, Bajcsy-Zsilinszky Ut
78.; company registration number: 01-09-063022; registration number: 001464)

Personally responsible registered auditor appointed by the Statutory Auditor: Bardy Zoltan (chamber membership number:
007346). In the event he is incapacitated, the appointed deputy auditor is: Szabados Szilvia (chamber membership
number:005314).
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SUBMISSION
TO THE GENERAL MEETING OF MAGYAR TELEKOM PLC.

ELECTION OF MEMBERS OF THE BOARD OF
DIRECTORS; REMOVAL OF AMEMBER OF THE
BOARD OF DIRECTORS AND ELECTION OF A NEW
MEMBER OF THE BOARD OF DIRECTORS AND
DETERMINING HIS REMUNERATION

BUDAPEST, APRIL 12,2022
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The General Meeting shall elect new Board of Directors members as the mandate of the members of the Board of Directors
expires on the day of the Annual General Meeting to be held on April 12,2022.

In accordance with the provisions of the Articles of Association the Board of Directors shall be comprised of a minimum of
5 (five), and a maximum of eleven (11) members.

The Board of Directors, having considered the Remuneration and Nomination Committee’s agreement with the nominations,
proposes the following persons to be elected by the General Meeting:

Dodonova Daria Aleksandrovna
Gabor Fekete (independent)
ElviraGonzalez

Dr.Robert Hauber

Frank Odzuck (independent)
Péter Ratatics (independent)
Tibor Rékasi

Melinda Szabé

N RUNER

Biography of the nominees:

Daria Dodonova (born in 1976) attended the St. Petersburg State Academy for Engineering and Economy and holds a
master’sdegree in International Finance. She joined Deutsche Telekom Group in 2000 and has been serving the company
for more than 19 years. During this period, she held various management positions. At the beginning of her career, she
worked as an Accounting Expert and later as a Senior Controller and Senior Controlling Expert. In 2014 she became Head of
Capex Controlling, thenin January 2017 she was appointed as Vice President Functional Controlling Europe. As of March
1, 2020, she is the Chief Financial Officer of Magyar Telekom.

Gabor Fekete (bornin 1950) holds a mechanical engineer degree from Banki Donat Technical College. He started his long
professional career with KFKI (Central Research Institute for Physics) as a laboratory technician than he worked as a
calibration engineer for 8 years and for a short period of time worked in this position in Germany at the GDR Academy of
Sciences. When returning to Hungary, he continued working at KFKI as a customer service engineer. Between 1980 and
1981 he worked in the USA as a customer engineer. He was a service engineer at Volan Electronics in 1981-82, then at SZUV
Hungary from 1982-1990, where later held the position of the Head of Nationwide computer services department. In 1990
he became the Deputy General Manager of Sysland Ltd., the exclusive Distributor of Unisys in Hungary. He had an active
partinestablishing and building up Unisysin Hungary. In 1993, he became its Deputy General Manager, and then between
1995 and 2007 he was leading the organisation as General Manager. In 1994 the Unisys Europe & Africa Division rewarded
him for his years of service with No 1. Sales Performer of the Year. As of 2002, on top his General Manager role, he also held
several regional and global functions. Since 2007 he has been involved in the development of the business model of the
previously established Jet Sol Ltd. and in the construction of the business as a co-owner untilits sale in2017. Since then he
has been working as a consultant. He was a founding member of AMCHAMand took an active partinits activity for several
years.

ElviraGonzalez (born 1975)is Senior Vice President B2B at Deutsche Telekom AG Europe, in this role she oversees the
Group’s European B2B Business from March 2022. Before joining Deutsche Telekom Group, she held various management
positions at Vodafone Group in London (until March 2022 she was the Global Head of SOHO and SMB Segments at Vodafone
Business Group, until December 2020 she was the Global Head of Commercial and Customers Experience). Before this, she
held various positions at VodafoneZiggo and Vodafone Netherlands in Amsterdam (Director responsible for Business
Product, Head of Commercial Management and Sales for Enterprise Business Unit, Head of Wholesale, Senior interconnect
manager). Until 2009 she worked as senior business development manager at Vodafone Group in Newbury, UK. Earlier in
her carrier she worked at Vodafone Spainin Madrid and obtained her MBA degree. Elvira first started on her career at Ola
Internet S.A.in Madrid after obtaining a university degree in Telecommunication Engineering.

Dr. Robert Hauber (born in 1971) studied at the University of Stuttgart, University of Mainz and at the University of
Massachusetts. He holds a Master degree (Dipl. Kfm.) and a doctoral degree (Dr.) - both in business administration. He
serves Deutsche Telekom for twenty years as a senior finance executive in several management positions. Before his career
with Deutsche Telekom he worked for Hewlett Packard, Procter & Gamble and DaimlerChrysler, where he wasinvolved in
the merger between Daimler-Benz & Chrysler. During 2011-2016 he was Chief Financial Officer, Vice Chairman of the
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Executive Management Board and Member of the Board of Directors of Slovak Telekom. Since July 2016 Dr. Robert Hauber
took over within Deutsche Telekom the position of CFO/Senior Vice President & Head of Performance Management of the
Segment Europe.

Frank Odzuck (born in 1959) obtained an economics degree in 1983 in Budapest. He was the managing director of the
Hungarian operations of Eduscho and Eduscho-Tchibo for 8 years and later the managing director of Nestlé-Scholler
Hungary Ltd. Since 2003, he has been the CEO of Zwack Unicum Plc., listed on the Budapest Stock Exchange. The company,
producing and marketing a genuine “Hungaricum”, is one of the best-known international companies in Hungary (Zwack,
Underberg, Diageo).

Péter Ratatics (bornin 1982) obtained a degree in economics in 2006 in Budapest. He joined MOL Group in 2007 and has
held various leadership roles. Among others, he was the Senior Vice President of the Corporate Centre being responsible for
MOL Group's procurement, HR and communications activities. From 2016, he became the Chief Operating Officer for
Consumer Services of the MOL Group. He became the Executive Vice President for Consumer Services and a member of the
MOL Group Executive Board with effect from February 15, 2018. From July 1, 2018, he has been the Chief Operating Officer
of MOL responsible for the Hungarian operation. From 2011 to 2018 he was the member of the Board of Directors of the
CroatianINA.

Tibor Rékasi (born in 1973) graduated from the Budapest Foreign Trade College, and then participated in additional
business trainings to expand his business knowledge. He started his professional career at Integra Kft as account manager.
From 1997 he worked for Unisys Hungary as a relationship manager dealing financial business partners and then as Director
for Customer Relations. In 2000 he joined Cisco Systems Hungary where first he worked as Key Account Manager and then
as Director of the Large Corporations Business Unit. In February 2007 he was appointed as Managing Director of Cisco
Systems Hungary, and in this position, he was responsible for the coordination of all domestic sales activitiesinadditionto
the operative management of the company. He joined the Magyar Telekom Group in September 2008 as Managing Director
of IQSYS Zrt., a subsidiary of the Business Services Business Unit, where he took on the responsibilities of Commercial
Director in addition to leading IQSYS Zrt. Between December 2010 and May 2011, he also acted temporarily as Head of
Magyar Telekom’s Business Services Business Unit (T-Systems), while continuing his work as Managing Director of IQSYS
Zrt. From October 2012 until September 30, 2013, he was the chief officer responsible for the Sales Division of T-Systems
Magyarorszag Zrt. From October 1, 2013, he has been Chief Commercial Officer Enterprise of Magyar Telekom and Chief
Executive Officer of T-Systems Magyarorszag Zrt. With effect from January 11, 2017, Tibor Rékasi has been Magyar
Telekom’s Chief Commercial Officer Residential. As of July 1, 2018, he is the Chief Executive Officer of Magyar Telekom.

Melinda Szab6 (born in 1971) received her first diploma in 1994 at the College of Commerce, Catering and Tourism and
then she earned a Marketing Economist degree from the Foreign Trade College Budapestin 1997. She also earned an MBA
degree from Webster University and Szent Istvan College in 2007. She has started her career in market research, then she
joined Westel?00 in 1999 where she filled several key managerial positions in the marketing area. From 2005, she worked
as T-Mobile’s Deputy Marketing Director, then from 2008, she also assumed responsibility for T-Home’s Residential
Segment. She continued her career at Magyar Telekom as Residential Marketing Director from July 2010.In 2009 she was
appointed to the member of the Board of MobiMak at Montenegro and this position held until 2012. She joined Vodafone
Hungary in 2015, where she was in charge of the marketing of the entire B2B segment, then became Head of SMB Sales
and Marketing in 2016. In July 2018, Melinda Szabd was appointed Chief Commercial Officer Residential Services at Magyar
Telekom. As of January 1, 2020 her responsibilities have been expanded with SoHo and SMB segments and she became
Chief Commercial Officer of Magyar Telekom.

The Board of Directors, having considered the Remuneration and Nomination Committee’s agreement with the nominations,
submits the following resolution proposals to the General Meeting:

[1.] The General Meeting elects Dodonova Daria Aleksandrovna as member of the Board of Directors of Magyar Telekom
Plc. until May 31, 2025, provided that if the 2025 Annual General Meeting is held prior to May 31, 2025, then her
mandate expires on the day of the Annual General Meeting.
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[2.] The General Meeting elects Gabor Fekete as member of the Board of Directors of Magyar TelekomPlc. until May 31,
2025, provided thatif the 2025 Annual General Meeting is held prior to May 31,2025, then his mandate expires on the
day of the Annual General Meeting.

[3.] The General Meetingelects Elvira Gonzalez as member of the Board of Directors of Magyar Telekom Plc. untilMay
31,2025, provided that if the 2025 Annual General Meeting is held prior to May 31,2025, then her mandate expireson
the day of the Annual General Meeting.

[4.] The General Meeting elects Dr. RobertHauber as member of the Board of Directors of Magyar TelekomPlc. until
May 31,2025, provided that if the 2025 Annual General Meeting is held prior to May 31, 2025, then his mandate expires
on the day of the Annual General Meeting.

[5.] The General Meeting elects Frank Odzuck as member of the Board of Directors of Magyar Telekom Plc. until May
31,2025, provided that if the 2025 Annual General Meeting is held prior to May 31,2025, then his mandate expireson
the day of the Annual General Meeting.

[6.] The General Meeting elects Péter Ratatics as member of the Board of Directors of Magyar TelekomPlc. until May
31,2025, provided that if the 2025 Annual General Meeting is held prior to May 31,2025, then his mandate expireson
the day of the Annual General Meeting.

[7.] The General Meeting elects Tibor Rékasi as member of the Board of Directors of Magyar Telekom Plc. until May 31,
2025, provided thatif the 2025 Annual General Meeting is held prior to May 31,2025, then his mandate expires on the
day of the Annual General Meeting.

[8.] The General Meeting elects Melinda Szab6 as member of the Board of Directors of Magyar Telekom Plc. untilMay
31,2025, provided that if the 2025 Annual General Meeting is held prior to May 31,2025, then her mandate expireson
the day of the Annual General Meeting.

Relevant part of the Report of the Supervisory Board related to the Board of Directors’ submissionincluded inthis agenda
item:

The Supervisory Board examined the submission of the Board of Directors on the election of members of the Board of
Directors and acknowledged it.
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Submission and resolution proposal of the HOLD 2000 NY{LTVEGU BEFEKTETESI ALAP, the HOLD 2024 DEEP VALUE
NYILTVEGU BEFEKTETESI ALAP, the HOLD COLUMBUS GLOBALIS ERTEKALAPU SZARMAZTATOTT BEFEKTETES
ALAP, the HOLD KOZEP-EUROPAI RESZVENY BEFEKTETES| ALAP, the HOLD RESZVENY BEFEKTETES| ALAP and
HOLD RUBICON SZARMAZTATOTT BEFEKTETESI ALAP (hereinafter the “Shareholders”) on the “Removal of a
member of the Board of Directors and election of a new member of the Board of Directors and determining his
remuneration”, submitted onMarch 17,2022:

“Agenda item: Removal of a member of the Board of Directors and election of a new member of
the Board of Directors and determining his remuneration

Presentation:

As the election, removal and remuneration of the members of the Board of Directors fall within

the competence of the General Assembly, wekindly askthe Board of Directors toadd to theagenda

the following proposal:
We request theremoval of Frank Odzuck (address: 1121 Budapest, Csillagvolgyiiit 4. F. ép.,
date of birth: 1959.11.11., mother'sname: Irene Watzke) from his position as a member of the
Board of Directors. We propose the election of Gdbor Szendréi (address: 1053 Budapest,
Magyaru.23,1l. 27a., place of residence: 122 3 Budapest, Oszibarack u. 10., date and place
of birth: Budapest 12,06.06.1976., mother's name: Zséfia Mdaria Kisbocskoi) as anew member
ofthe Board of Directors for atermof 3 (three) years as of the date of the General Meeting,
to replace the removed member, as provided forin Article 6.2 of the Articles of Association.
The curriculum vitae of Gabor Szendrdiis attached as Annex 1 to therequestfor theaddition
tothe agenda.

Proposeddecision:

ResolutionNo [...]/2022 (IV.12.)

The General Meeting recalls Frank Odzuck (address: 1121 Budapest, Csillagvolgyiit 4. F. ép.,
date ofbirth: 1959.11.11., mother's name: Irene Watzke) from his position asa member ofthe
Board of Directors of the Company.

ResolutionNo [...]/2022 (IV.12.)

The General Meeting elects Gabor Szendrdi (address: 1053 Budapest, Magyar u. 23, 11. 27a,
place of residence: 1223 Budapest, Oszibarack u. 10., date and place of birth: Budapest 12,
06.06.1976., mother’s name: Zsdfia Mdria Kisbocskoi) as a member of the Board of Directors
ofthe Companyfor atermof 3 (three) years and requests the elected executive officer to declare
inaseparatedocument the acceptance of the position, the disqualifications, conflictsof interest
and prohibitions related to his person. The Board member shall be entitled to a gross monthly
remuneration of HUF 450,000 -, i.e. HUF four hundred and fifty thousand per month.

Reasoning:

The reasonfor proposing the Resolutionistoensure that the interestsof the Minority Shareholders
are effectively represented in the governance of the Company, by having a person delegated by
the Minority Shareholders to assist the Board of Directors in itsworkand decision-making.

Gabor Szendrdigraduated in 2000in Budapest with a degreein Finance and Business Valuation,
while studying in France and Singapore. Gabor Szendrdi's experience and professional
qualifications for his position onthe Board of Directors are provenby his experience in both the
infocommunications sector and corporategovernance.”

Relevant part of the Report of the Supervisory Board related to the Shareholders’ submission included in this agenda
item:

The Supervisory Board examined the submission of the Shareholders on the “Removal of a member of the Board of
Directors and election of a new member of the Board of Directors and determining his remuneration” and agrees
that the proposal is submitted to the General Meeting in accordance with the applicable laws.



SZENDROI, Gabor

1223 Budapest, Oszibarack utca 10.
Phone: +36 20 326 75 28 E-mail: gabor.szendroi@cmbp.hu

SUMMARY

Experienced management consultant and investment banker, excellent team leader and project
manager with 10 years of strategic consulting and 11 years of transaction management experience with
leading firms. Based on his broad experiences, great generalist in problem solving and team
management. As specialist, best known for his successful projects in the oil and gas, energy, telecom
and transportation sectors, with private and public sector clients, mostly in turnaround situations,
strategy making, operations improvement and M&A transactions. Capable of cooperation in large
variety of business cultures, as it has been proven by his Central-Eastern European, West-European,
Russian, Asian and African professional work experiences. Result driven, business focus person with
high work ethics.

EDUCATION

2003 - 2004 INSEAD MBA, France-Singapore

1998 — 2000 CEMS Master, HEC, Paris, France

1994 — 2000 BSch in business (Finance and valuation), Corvinus University, Budapest, Hungary

PROFESSIONAL EXPERIENCE

GOPD

2020-to date; Budapest

Non-executive board member

IMAP internation M&A alliance

2019-to date; Barcelona

Global Board Member

Oriens IM — Concorde MP Partners (CMBP)

2011-to date; Budapest

Managing Partner, Head of Corporate Financial Services;

Financial advisory projects in Hungary, Austria, Romania, Bulgaria, Czechia and Poland

Kopint-Datorg, state-owned ICT company (currently called NISZ)

2010 —2011; Budapest

Chief Strategy Officer

McKinsey&Company

2000-2010; located in Budapest and Singapore Offices (one year transfer in 2007); working in

Hungary, Russia, Romania, Croatia, Western Europe, South-East Asia and West Africa
e 2008-2010: Associate Principal; Head of Recruitment; Leader of CEE Oil&Gas Team
e 2004-2007: Associate-Engagement Manager; Core Trainer in McKinsey’s Training Team
e 2000-2003: Business Analyst

Société Générale Investment Bank

1999; Paris

Analyst; participation in introducing Aubey Technology onto the Paris Stock Exchange

LANGUAGES

Hungarian: mother tongue

English: professional

French: conversational — can be improved to professional within one month
German: basic — can be improved to conversational within two months
PERSONAL DATA

Date of birth: June 26, 1976
Nationality: ~ Hungarian
Marital status: Married with 4 children
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The remuneration of the members of the Board of Directors was last adjusted in 2014.%

According to Section 2 of the Rules of Procedure of the Remuneration and Nomination Committee of Magyar Telekom Plc.,
the Remuneration and Nomination Committee makes a proposal to the General Meeting on the compensation of the
members of the Board, the Supervisory Board and the Audit Committee.

In 2020, the Remuneration and Nomination Committee proposed to change the remuneration of the members of the Board
of Directors (except the remuneration of the Chairperson of the Board of Directors which remains unchanged), the
Supervisory Board and the Audit Committee; however, no resolution was passed in 2020 and 2021 on the change to the

remuneration of the members of the Board of Directors. Therefore, the following resolution proposal is re-submitted to the
General Meeting for adoption:

Resolution proposal:
The General Meeting determines the remuneration of the members of the Board of Directors as follows:

= Chairperson of the Board of Directors: HUF 600,000/month,
=  Member of the Board of Directors: HUF 500,000/month.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the submission on the remuneration of the members of the Board of Directors to be re-
submitted to the General Meeting and agrees with it.

! Resolution no. 11/2014 (IV.11.) of the General Meeting.
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The General Meeting shall elect new Supervisory Board and Audit Committee members, as the mandate of the Supervisory
Board and Audit Committee members expires on the day of the Annual General Meeting to be held on April 12, 2022.

According to the Articles of Association the Supervisory Board shall be comprised of 5 members.
Three members of the Supervisory Board must be independent and two members must be employees of the Company.

In accordance with the Articles of Association, the employee representatives in the Supervisory Board shall be nominated
by the Central Works Council considering the opinion of the trade unions operating at the Company. Persons nominated by
the Central Works Council shall be elected by the General Meeting as members of the Supervisory Board, except if a
disqualification exists in respect of the nominated persons.

According to the Articles of Association the General Meeting shall elect 3 independent members of the Supervisory Board
as members of the Audit Committee for the same period as their mandate in the Supervisory Board.

The Board of Directors, having considered the Remuneration and Nomination Committee’s agreement with the nominations,
proposes the following persons to be elected by the General Meeting as members of the Supervisory Board and proposes
the independent nominees to be elected by the General Meeting as members of the Audit Committee as well:

Gyula Bereznai (employee representative, upon Central Works Council nomination)
Dr. Attila Borbély (independent)

Krisztina Doroghazi (independent)

Andras Szakonyi (independent)

Endre Szepesi (employee representative, upon Central Works Council nomination)

apabMR

According to the Articles of Association the General Meeting has the right to elect employee substitute members to the
Supervisory Board and independent substitute members to the Supervisory Board and the Audit Committee.

To ensure a continuous operation of the Supervisory Board and the Audit Committee, for the case in which the number of
the employee representative members falls below two or the number of independent members falls below three, it is
proposed to elect one employee representative substitute member to the Supervisory Board and one independent
substitute member to the Supervisory Board and the Audit Committee.

The Board of Directors proposes the nominees to be elected for a term covering three business years.

The Board of Directors, having considered the Remuneration and Nomination Committee’s agreement with the nominations,
proposes the following persons to be elected by the General Meeting as substitute members of the Supervisory Board and
the independent substitute nominee to be elected by the General Meeting as substitute member of the Audit Committee:

1. Jilia Barbara Romhanyi (independent)
2. Zsoltné Varga (employee representative, upon Central Works Council nomination)

Biography of the nominees:

Gyula Bereznai graduated as a teacher in 2005 at the Eszterhazy Karoly University. He has been working for the Magyar
Telekom Group since 2001, and for Magyar Telekom since 2008. For the past 20 years, he has worked in the areas of
customer service, marketing, process control, and customer experience. He has more than 15 years of advocacy experience,
since 2012 he has been the vice-president of the T-Net Trade Union, an official of the works council since 2011, and the
chairman of the Central Works Council since 2021.

Dr. Attila Borbély is a university professor, an executive specialized in insurance business, sport manager and former
Olympic frame member. Graduated from Pollack Mihaly Technical College, then from Budapest University of Economics as
insurance economist, completed his educational background at Phoenix University / US and at Brunel University / London
where he accomplished his MBA. He gained his judo coach certification at the College of Physical Education, Budapest. He
started his professional career with Aegon Insurance in sales and marketing between 1990 and 1995. Between 1996 and
2001 he assumed the Deputy CEO and Board Member of Allianz Hungéria insurance company. In this role, he supervised
building up and operating the branch network, assuring information technology background, operation of the life insurance
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network. He had under his responsibility Hungaria Information Technology Ltd, and Pension Fund Ltd, providing information
technology and development services. He was Chairman and CEO of ARAG Legal Protection Insurance Co. between 2001
and 2004. He was Associate Professor and Strategic Director of the Szolnok College between 2006 and 2008, then Professor
and Rector of the Wekerle Sdndor Business School until 2016. Currently, he is working at the Sport Economics and
Management Institute of the Debrecen University Economics Faculty, founded by him and led between 2009 and 2016. He
acted as chairman of several supervisory boards: Hungéria Wealth Management, APV (State Privatization Co.), MNV
(National Asset Management Co.). He was also Member of the Board of MABISZ and Eximbank where he was also acting
chairman. He is member of the Supervisory Board of Hungarian Economics Association and founding president of its Sport
Economics Section. President and co-President of the Committee on International Affairs of the Hungarian Rector’s
Conference between 2010-2016. Member of the Public Bodies of the Hungarian Academy of Sciences since 2005. From
1989 until 2011 he was member of the Hungarian Olympic Committee, Honorary Member since 2011. Vice-President of its
Supervisory Board between 2005 and 2011.

Krisztina Doroghazi graduated from the College for Foreign Trade, and later accomplished the Chartered CPA certification
in Hungary. Between 1993 and 2003 she worked with Arthur Andersen as Audit Manager. She joined MOL Group in 2003
and until 2017 she held several financial management roles in Hungary and abroad: Group Vice-president of Accounting
and Tax, co-Chief Executive Officer and Chief Financial Officer of the Italian MOL Company, Chief Financial Officer for the
MOL Hungary. In her last position with MOL, she was leading the group financial planning and reporting organisation as
Group Senior Vice President. In 2005, she was awarded by the ,,Young Manager of the Year” prize; took active part in the
company’s initiative of ,Women in MOL”. Between 2014 and 2017 she was Member of the Board of Directors of MOL’s
Japanese joint venture company. Since 2018, she is working as Senior Vice President Chief Accounting Officer and
Controller with TechnipFMC a global leader oil field service company, listed on the New York Stock Exchange,
headquartered in London and Houston.

Andras Szakonyi graduated in 1997 at Corvinus University of Economics, Faculty of finances and economics. After
graduating, he worked for GE between 1997 and 2003 in different finance positions in Hungary and in the US. Between 1997
and 1999 he was Senior Financial Analyst with GE Lighting in the USA. After returning to Hungary, he was in the role of
Finance Manager of Budapest Bank — GE Capital between 1999 and 2001, participating in preparing the acquisition.
Between 2001 and 2003 he worked again in the US, as Finance Manager in GE Capital Corporation, a global diversified
financial services company. Since 2003, he has been working for the NY stock exchange listed Iron Mountain based in Boston
as Regional Chief Financial Officer, Regional Managing Director, regional vice president and then senior vice president.
Currently, he is holding the role of Senior Vice President - Global Data Centers, partly based in Boston and Budapest.

Endre Szepesi graduated from the Strong Current Vocational High School in 1985 as an electrician / electric locksmith. In
1990 he obtained the qualification of a technician in the field of electricity in the Budapest Technical Vocational High School,
then in 2000 he graduated from the Gabor Dénes College as an IT engineer. Initially, he worked for the Post Repair Plant
and then for TAVISZ Kft. He has been working for Magyar Telekom and its predecessors since 1994. During his years at
Telekom he dealt with electrical safety technology and IT support in the technology area. Since 2011, he has been involved
in the testing, qualification and service development of devices entering the fixed network. He has been doing this since
2015 as a work manager and currently as a Stream Lead with his team, for Telekom's business areas. Since 2020, he has
been the organization secretary of the Telekom Corporate Organization of the Telecommunications Trade Union (TAVSZAK)
and a member of its board. He has been a member of Magyar Telekom's Works Council since 2021.

Julia Barbara Romhanyi is graduated from the College of Finance and Accounting, holds an MBA of the Budapest University
of Economics, as well as brokerage and derivative exams. Between 1991 and 1996, she worked at the Budapest Stock
Exchange as Deputy Head of Trading Department, International Client Relationship Manager. Between 1996 and 1999 she
was Deputy Head of Custody Department in Budapest Bank / GE Capital. Since 1999, she has been assuming executive level
roles in the Global Securities Services of Unicredit Group. In the period of 2011 and 2018, she led the global securities
services in the CEE region as Managing Director. Since 2018 she has been managing the function on global level, based in
Milan and Budapest. Member of the Board of Directors of Keler Zrt. between 2004-2009, member of the Supervisory Board
of Budapest Pension Funds in the period of 1999 and 2008. Winner of ,,GC Legend”, a global custodian award in 2019.

Zsoltné Varga graduated from the College of Transport and Telecommunications at Gyér in 1991. She has been working
for Magyar Telekom (and its legal predecessor) since 1991. From 1991 to 1996 she was an engineer in the technical area,
later she was head of a T-Pont shop. After that she worked as a quality manager. In 1998 she became an elected member
of the Workers’ Council and she is also member of the Central Workers’ Council. Since 2004 she has been a member and
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from 2009 Deputy Chairwoman of Deutsche Telekom’s European Workers’ Council. Since 2018 she has been the
Chairwoman of the Central Functions Workers Council.

The Board of Directors, having considered the Remuneration and Nomination Committee’s agreement with the nominations,
submits the following resolution proposals to the General Meeting:

[1.] The General Meeting elects Gyula Bereznai as member of the Supervisory Board of Magyar Telekom Plc. until May
31, 2025, provided that if the 2025 Annual General Meeting is held prior to May 31, 2025, then his mandate expires on
the day of the Annual General Meeting.

[2.] The General Meeting elects Dr. Attila Borbély as member of the Supervisory Board and as member of the Audit
Committee of Magyar Telekom Plc. until May 31, 2025, provided that if the 2025 Annual General Meeting is held prior
to May 31, 2025, then his mandate expires on the day of the Annual General Meeting.

[3.] The General Meeting elects Krisztina Doroghazi as member of the Supervisory Board and as member of the Audit
Committee of Magyar Telekom Plc. until May 31, 2025, provided that if the 2025 Annual General Meeting is held prior
to May 31, 2025, then her mandate expires on the day of the Annual General Meeting.

[4.] The General Meeting elects Andras Szakonyi as member of the Supervisory Board and as member of the Audit
Committee of Magyar Telekom Plc. until May 31, 2025, provided that if the 2025 Annual General Meeting is held prior
to May 31, 2025, then his mandate expires on the day of the Annual General Meeting.

[5.] The General Meeting elects Endre Szepesi as member of the Supervisory Board of Magyar Telekom Plc. until May
31, 2025, provided that if the 2025 Annual General Meeting is held prior to May 31, 2025, then his mandate expires on
the day of the Annual General Meeting.

[6.] The General Meeting elects Jilia Barbara Romhanyi as independent substitute member of the Supervisory Board
and as substitute member of the Audit Committee of Magyar Telekom Plc. Her mandate shall commence with the
condition and at the time if and when the number of the independent members of the Supervisory Board and thus the
number of the members of the Audit Committee falls below three, and her mandate shall end on May 31, 2025, provided
thatif the 2025 Annual General Meeting is held prior to May 31, 2025, then the mandate expires on the day of the Annual
General Meeting.

[7.] The General Meeting elects Zsoltné Varga as employee representative substitute member of the Supervisory Board
of Magyar Telekom Plc. Her mandate shall commence with the condition and at the time if and when the number of the
employee representative members of the Supervisory Board falls below two, and her mandate shall end on May 31,
2025, provided that if the 2025 Annual General Meeting is held prior to May 31, 2025, then the mandate expires on the
day of the Annual General Meeting.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the submission of the Board of Directors on the election of members of the Supervisory
Board and the Audit Committee and acknowledged it.
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Pursuant to Section 3:309(1) of the Civil Code and the Articles of Association resolution on the decrease of the share
capital shall be adopted by the General Meeting. Pursuant to Section 3:309(4) of the Civil Code the resolution on the
decrease of share capital shall also provide for the amendment of the articles of association required by the share capital
decrease. Resolution of the General Meeting related to this shall be effective upon compliance with the conditions of the
share capital decrease.

According to the Section 3:309(5) of the Civil Code the General Meeting’s resolution on the decrease of share capital shall
be considered effective if the holders of the types or classes of shares which are considered affected under the articles of
association grant their explicit consent to the decrease of the share capital by way of the means specified in the articles of
association.

Magyar Telekom purchased totally 36,941,191 pieces of own shares during share buy-back transactions in 2020 and
2021. The aim of these transactions was to execute shareholder remuneration. In line with prevailing capital market
practice following such own share transaction, purchased shares held in treasury are cancelled and the share capital is
decreased.

Resolution proposals:

[1] The holders of dematerialized series “A” ordinary shares each with the face value of HUF 100 present at the
General Meeting grant their approval to the proposed share capital decrease in compliance with Section 3:309 (5) of
the Civil Code and Section 11 of the Articles of Association.

[2] The General Meeting decreases the share capital of the Company as follows:
Reason of decreasing the share capital: withdrawal of equity.

Amount of which the share capital is being decreased:
By cancellation of 36,941,191 pieces dematerialized series “A” ordinary shares, each with the face value of HUF
100 owned by the Company (treasury shares), decrease of the share capital with HUF 3,694,119,100 to HUF
100,580,135,200.

Method of implementing the share capital decrease:
Decrease the number of 1,042,742,543 pieces of dematerialized series “A” ordinary shares, each with the face
value of HUF 100 with 36,941,191 pieces of shares owned by the Company (treasury shares). Decrease of the share
capital shall not affect the shareholders’ shareholdings in the sense that the number of shares of the shareholders
remain unchanged, while the ownership proportionally increases. There is no compensation to be paid to the
shareholders upon cancellation.

Amendment of the Company's Articles of Association is required by decreasing the share capital. The effective date of
change is the date of registration by the Court of Registration on the decrease of the share capital. The General
Meeting approves the amendment of Section 2.1. of the Articles of Association as follows:

2.1. Share capital and shares
The share Capltal of the Company is H

one hundred billion f\ve hundred and e|qhtv million one hundred and thirtyfive thousand and tvvo hundred Hungarian

forints), comprised of 4842/42:543 1,005,801,352 series “A” ordinary shares, each with the face value of HUF 100.
The shares of the Company are dematerialized shares.

The General Meeting authorizes the Board of Directors to complete the tasks in connection with the implementation
of the share capital decrease (share cancellation), particularly the tasks defined in the Civil Code and the Company
Registration Act.

Relevant part of the Report of the Supervisory Board related to this agenda item:
The Supervisory Board examined the submission of the Board of Directors on the capital decrease of the Company and in

relation to this modification of the Articles of Association, and with its acknowledgement proposes it to the General
Meeting for acceptance.
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The Remuneration Policy of Magyar Telekom Nyrt., approved by resolution no. 4/26 (04.24.2020) of the Board of Directors?,
shall be amended due to the following reasons:

= Company’s strategic pillars has changed as of January 1, 2022,

= changes affecting certain elements of the management remuneration package:
= the Repeated performance incentive (RPI) ended at the end of 2021,

= inserting procedural rules related to exceptional circumstances,

= minor amendments to enhance clear applicability of the Remuneration Policy.

Pursuant to the Civil Code and the Articles of Association advisory voting on the Remuneration Policy belongs to the
exclusive scope of competence of the General Meeting. The Remuneration Policy shall be put on the agenda of the General
Meeting in the case of material changes therein or at least every four years.

After the advisory vote (or in case of its rejection, after the repeated vote) on the Remuneration Policy at the General
Meeting, the Remuneration Policy, together with the date and the results of the vote, shall be made public without delay on

the website of the Company.

The Remuneration and Nomination Committee has prepared the Remuneration Policy of Magyar Telekom Nyrt. pursuant to
Act LXVII of 2019, and with the agreement of the Board of Directors, submits it to the General Meeting for an advisory vote.

Annex: amended Remuneration Policy

Resolution proposal:

The General Meeting approves the amended Remuneration Policy of Magyar Telekom Nyrt. pursuant to Act LXVII of
2019 in line with the submission.

Relevant part of the Report of the Supervisory Board related to the Board of Directors’ submission included in this agenda
item:

The Supervisory Board examined the submission prepared by the Remuneration and Nomination Committee submitted to
the General Meeting with the agreement of the Board of Directors on the approval of the amended Remuneration Policy,
and with its acknowledgement proposes it to the General Meeting for acceptance.

! Based on the authorisation set out in Section 9 (2) of Government Decree no. 502/2020. (XI. 16.).
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Submission and resolution proposal of the HOLD 2000 NYILTVEGU BEFEKTETESI ALAP, the HOLD 2024 DEEP VALUE
NYILTVEGU BEFEKTETESI ALAP, the HOLD COLUMBUS GLOBALIS ERTEKALAPU SZARMAZTATOTT BEFEKTETESI ALAP, the
HOLD KOZEP-EUROPAI RESZVENY BEFEKTETESI ALAP, the HOLD RESZVENY BEFEKTETESI ALAP and HOLD RUBICON
SZARMAZTATOTT BEFEKTETESI ALAP (hereinafter the “Shareholders”) on the “Request to the Board of Directors to develop
a new Remuneration Policy”, submitted on March 17, 2022:

“Agenda item: Request to the Board of Directors to develop a new Remuneration Policy
Presentation

According to the Section 3.3 b) and ¢) of the Company's current Remuneration Policy, the Company makes
management's medium and long-term incentives dependent on the development of the price of Deutsche
Telekom AG Shares.

As the approval or rejection of a Remuneration Policy falls within the competence of the General Meeting,
we kindly ask the Board of Directors to add to the agenda the following proposal:

Within 120 days, the Board of Directors shall develop and submit to the General Meeting for approval
a new remuneration policy in which the medium- and long-term incentives of the management are
dependent on the development of the share price of Magyar Telekom Plc. instead of the development of
the share price of Deutsche Telekom AG.

Proposed decision:

Resolution No [...]/2022 (1V.12.)

The General Meeting resolves that the Board of Directors shall develop a new remuneration policy
within 120 days and submit it to the General Meeting for approval within the above deadline. In the new
remuneration policy, the Company shall make the medium and long-term incentives of the management
dependent on the development of the Magyar Telekom Plc. share price instead of the development of the
Deutsche Telekom AG share price.

Reasoning:

Incentives are the basic building blocks of capitalism. People behave how they are incentivized. The
management of the Company is now incentivized to maximize shareholder value for Deutsche Telekom AG
shareholders, not for Magyar Telekom Plc. (the Company) shareholders. We find this an extremely wrong
approach which is not at all in line with ESG principles. Not only the management is not incentivized
currently to help Magyar Telekom Plc. share price to reflect the fundamentals, but furthermore it creates
a very significant conflict of interest. There are plenty of related party transactions between Deutsche
Telekom AG and Magyar Telekom Plc. Majority of external financing of Magyar Telekom Plc. comes from
Deutsche Telekom AG at an agreed rate. Both of the companies provide services to each other in IT,
roaming, etc. We strongly recommend to terminate this poor governance behaviour and request the Board
to work out a new remuneration policy, which incentivizes the management to maximise Magyar Telekom
Plc.'s shareholder value!”

Relevant part of the Report of the Supervisory Board related to the Shareholders’ submission included in this agenda item:

The Supervisory Board examined the submission of the Shareholders on the “Request to the Board of Directors to develop
a new Remuneration Policy” and agrees that the proposal is submitted to the General Meeting in accordance with the
applicable laws.
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REMUNERATION POLICY

PURSUANT TO ACT LXVII OF 2019 ON THE ON THE ENCOURAGEMENT OF LONG-TERM
SHAREHOLDER ENGAGEMENT AND THE AMENDMENT OF CERTAIN ACTS FOR EU HARMONIZATION
PURPOSES

The remuneration and evaluation of the work performed by members of the Board of Directors, the Supervisory Board, and
the Chief Executive Officer and other Chief Officers of Magyar Telekom Plc. (hereinafter Magyar Telekom or the Company)
focusing on the Company’s continuous development and growth are conducted along the Remuneration Policy adopted by
the Company’s General Meeting.

Magyar Telekom aims to achieve leadership position in terms of customer experience, as well as technological and business
productivity alike. The Company’s Strategy rests upon sixfour pillars:

From a respected brand to one that deeply cares about customers, environment and society

1.
2. Diqitally native business — true digital business transformation
3. Truly “unbreakable” service experience

4. Talent magnet employer

The pillars serving the purpose of retaining our market leadership position call for continuous transformation and
organizational innovation, for which it is indispensable to have efficient bodies and top executives in place with long-term
engagement.

The objective of the Remuneration Policy is that a competitive remuneration structure be elaborated for those who fall
within the personal scope of the Policy that supports, recognizes and provides motivation for their decisions and measures
adopted with the aim to implement the six-four pillars of the Strategy, and also takes into account the responsibilities
commensurate with the position. The Remuneration Policy promotes the Company’s Business Strategy, long-term interests
and sustainability through its short and long-term incentive systems. Remuneration paid under the Remuneration Policy
may not jeopardize the sustainability of the financial status and the effective operation of Magyar Telekom.

The relative value and composition of the components included in the Remuneration Policy are determined on the basis of
market benchmarks, which is an identical methodology to the one applied in determining the compensation system for the
employees in general.

The Remuneration Policy is prepared, upon discussion with all other affected areas, and submitted to the Company’s
Remuneration and Nomination Committee by the Company’s People Unit.

The Remuneration and Nomination Committee, with the agreement of the Board of Directors, submits the Remuneration
Policy to the General Meeting of the Company for an advisory vote (in Hungarian: véleménynyilvanité szavazds).

If the General Meeting rejects the proposed Remuneration Policy, the Company must submit a revised Remuneration Policy
at the following General Meeting for an advisory vote.

After the advisory vote (or after the repeated vote due to a potential rejection of a previous proposal) on the Remuneration
Policy by the General Meeting, the Remuneration Policy together with the date and the results of the vote must be published
on the Company’s website without delay.

The remuneration paid to members of the Board of Directors and the Supervisory Board is determined by the General
Meeting, while the decision about the remuneration of the Chief Executive Officer and other Chief Officers is adopted by
the Company’s Remuneration and Nomination Committee.
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Potential conflicts of interest situations in connection with the Remuneration Policy shall be handled in accordance with the
relevant provisions of the applicable laws, stock exchange recommendations, and internal policies of the Company (Code
of Conduct, directive on the regulation of conflicts of interest) effective from time to time.

The Remuneration Policy may be revised upon the initiative of the Remuneration and Nomination Committee. A revised
version of the Remuneration Policy must include descriptions of all the material modifications that took place since the last
time the General Meeting voted on the Remuneration Policy and their explanation, as well as demonstrate how the revised
version incorporates the opinion and votes of the shareholders about the Remuneration Policy and the reports.

The introduction of a remuneration element not included in this Remuneration Policy or the modification of existing
elements may be carried out solely for the purpose of the long-term interests and sustainable operation of the Company
upon the proposal by the Remuneration and Nominating Committee of the Company. The amendment should not jeopardise
the objectives and principles set out in the Remuneration Policy.

The benefits and payments to be made pursuant to the application of the Remuneration Policy are made by Magyar Telekom
along its relevant internal policies (e.g. Colteetive-Agreement-bonus directive, work related infocommunication services
directive, car policy, travel policy) effective from time to time. Evaluating the performance of measurable criteria, the
Company considers the target performance percentage as fulfillment. The Company considers the fulfillment of non-
measurable criteria if the given criteria is fully met. The Company may use other reasonable or valuation methods otherwise
known or accepted in the market to determine the above conditions. The Company applies no deferral period in respect of
the variable remuneration elements.

Derogation from the Remuneration Policy is possible only in exceptional circumstances on a temporary basis. Exceptional
circumstances include situations in which the derogation from the Remuneration Policy is necessary to serve the long-term
interests and sustainability of the Company as a whole or to assure its viability. Deviation from Section Il of this
Remuneration Policy is possible with the decision of the Remuneration and Nomination Committee, however, the
amendment of the Remuneration Policy must be submitted to the following General Meeting with the agreement of the
Board of Directors._Such deviation may be for example, change in the applicable laws, deviation from the remuneration
system or its components or the terms governing the remuneration elements or the possibility to introduce new
remuneration elements. In such case payment of remuneration is possible. The submission shall include the detailed
description and reason of the change.

The Remuneration Policy must be included in the agenda of the General Meeting upon its material amendment, but at least
in every four year.

|.  PERSONAL SCOPE

1.  Members of the Board of Directors
2. Members of the Supervisory Board
3. Chief Executive Officer and other Chief Officers

ll. CONTRACTS GOVERNING REMUNERATION

. Applicable Contract termination Benefits due upon
Form Duration . . o L
notice period conditions termination
. Mandate . . .
Resolution . As defined in the Civil Code
of the duration as (expiry of mandate, date of
Members of defined by the piry ot S
General recall, resignation, death,
the Board of . General - . . .
. Meeting and . incapacity, conflict of
Directors Meeting .
Mandate ) interest, cause for
resolution on .
Agreement ) exclusion)
election
Mandate As defined in the Civil Code
Member of | Resolution ) (expiry of mandate, date of
duration as . .
the of the , recall, resignation, death,
. defined by the |- . . .
Supervisory | General incapacity, conflict of
. General .
Board Meeting . interest, cause for
Meeting .
exclusion)
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resolution on
election
. 1-3 years fixed- 1-6 moqths Non—compgte .
Chief and/or fixed . : compensation with
. term or open- ) Upon expiry of fixed term or ) ,
Executive amount in option to waive.
. Employment | ended emergence of facts or .
Officer and case of . L Severance payment: in
. contract employment circumstances constituting .
Chief employee or o accordance with the
. contract as } cause for termination .
Officers (a) employer's Labour Code in case of a
agreed T .
termination fixed term.
3 months in Upon expiry of fixed term or
Chief Intra-group | 1-5 years fixed- | case of emergence of facts or
) expatriate term contract | employee or | circumstances constituting
Officers (b) | o
contract as agreed employer's cause for termination as
termination agreed

* Terms and conditions for supplementary retirement or early retirement schemes are not included in the contracts.

lIl. REMUNERATION PACKAGE COMPONENTS

1. BOARD OF DIRECTORS

= Members of the Board of Directors are paid remuneration.

= The amount of the remuneration is determined by the General Meeting based on the proposal of the Remuneration and
Nomination Committee.

= The amount of the remuneration is determined in line with the Hungarian benchmark.

= The amount of the remuneration can be revised upon the initiative of the Remuneration and Nomination Committee.

= The Board of Directors evaluates its performance along principles determined in advance (strategy, business
performance, compliance, efficiency, dividend policy, information flow) each year. As part of the evaluation, the self-
evaluation conducted by the specific members of the Board of Directors along predetermined aspects are also
reviewed.

= The members of the Board of Directors are entitled to infocommunication services and to the reimbursement of the
reasonable costs arising in connection with their participation at the meetings, or directly connected to their
membership (e.g. cross-border travel) in accordance with the applicable internal regulations of the Company effective
from time to time.

= |nsurance (liability, travel) in accordance with the applicable insurance conditions of the Company effective from time
to time.

2. SUPERVISORY BOARD

= Members of the Supervisory Board are paid remuneration.

= The amount of the remuneration is determined by the General Meeting based on the proposal of the Remuneration and
Nomination Committee.

= The amount of the remuneration is determined in line with the Hungarian benchmark.

= The amount of the remuneration can be revised upon the initiative of the Remuneration and Nomination Committee.

= Upon the itemized review of the tasks defined as part of its Rules of Procedures, the Supervisory Board evaluates the
work performed in the specific year aimed at fulfilling the different tasks and determines the performance of which
activity/activities must be improved. In the framework of the above, it evaluates the skills and experience of the specific
members of the Supervisory Board that are necessary for the performance of the Supervisory Board’s work.

= The members of the Supervisory Board are entitled to infocommunication services and to the reimbursement of the
reasonable costs arising in connection with their participation at the meetings, or directly connected to their
membership in accordance with the applicable internal regulations of the Company effective from time to time.

= |nsurance (liability, travel) in accordance with the applicable insurance conditions of the Company effective from time
to time.
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= Those independent members of the Supervisory Board who are member of the Audit Committee of the Company are
entitled to remuneration too as members of the Audit Committee, in the amount resolved by the General Meeting of
the Company.

3. CHIEF EXECUTIVE OFFICER AND OTHER CHIEF OFFICERS

= The size of the components included in the remuneration package are determined by the Remuneration and
Nomination Committee upon consideration of the Hungarian remuneration benchmarks.

= The remuneration package is revised eree-as required and needed but at least in every threea year. The Company’s
relevant internal policies are revised once a year by the Company’s People Unit.

= The remuneration package consists of the following:

3.1. Annual On-Target Earnings

The annual on-target earnings consist of the (fixed) monthly base wage defined in the employment contract and the bonus
determined as a percentage of the base wage the amount of which varies subject to the annual performance. The ratio of
the base wage and the bonus within the annual on-target earnings is 57%/43% for the CEO, 55%/45% for other Chief
Officers, and 70%/30% in case an agreement is included in the employment contract regarding the different ratio.

a) Annual base wage

The annual base wage is a (fixed) annual amount determined for individual that differs in different positions, and is paid in
identical allotments on a monthly basis.

b) Annual bonus

The bonus is a set percentage of the base wage paid proportionately to the performance levels of strategic and financial
targets derived from the strategic objectives defined for the specific business year.

The Remuneration and Nomination Committee adopts the annual targets and their performance levels annually in light of
the Company’s strategic objectives and corporate responsibility principles (our corporate responsibility programs focus on
digital education and volunteer work, but we also put emphasis on supporting NGOs by means of tariff packages designed
specifically for them).

Bonus advance payments are not made, bonus is paid on a scale of 0-150% subject to the evaluation of the performance of
the relevant targets when the financials of the closed business year are final.

After payment is made, the bonus may not be reclaimed.

3.2. Extraordinary, per-case bonus

In case of outstanding performance of targets set forth by the Remuneration Policy, the extra performance demonstrated
by individuals may be recognized by per-case bonus.
The amount of the reward shall be fixed by the Remuneration and Nomination Committee.

3.3. Mid-term and long-term incentive programs

Magyar Telekom launches / may launch mid-term and long-term incentive programs, the purpose of which is to provide
incentive to management for the long-term and sustainable value increase of the Company, thus bringing the interests of
the management and the shareholders into closer harmony.

Such programs may include share purchase (option call) matched/provided by the Company

= dependent on / independent of the share price and/or

= cash-based / share-based and/or

= one-time / recurring and/or

= frozen for a period / not frozen for a period and/or

= based on utilizing a portion of the bonus or

= ata predetermined share price / from a predetermined date.

Program components may include incentive elements offered, sold or granted by an affiliate company Magyar Telekom (i.e.
Deutsche Telekom AG).

a) Mid-term incentive plans

Currently, there is no mid-term incentive plan in place at the Company.



mflm = = EGYUTT. VELED

b) Long-term Incentive Plan (LTI)

The LTl is a cash-based long-term incentive program that is linked to the performance of four indicators of the mother
company considered of special strategic priority. Performance criteria may not be changed during the term of the program.
Participation in the program is subject to the performance of the central indicators determined for the previous year, and
the achievable amount is 30% of the annual on-target earnings.

As part of the program launched in 2015, a four-year program is introduced each year.

Payment is always made after the program’s expiry and the evaluation of the targets’ performance levels on a scale of O-
150%.

The detailed rules, the amount that may be utilized for the specific incentive and the actual performance levels at the end
of the programs’ duration are determined by the Remuneration and Nomination Committee.

c) Share Matching Plan (SMP)

Participation in the program is mandatory for the Company’s Chief Executive Officer, and voluntary for other members of
the management. The program may be launched, if the previous year’s DT Group Free Cash-Flow target is achieved.
Participants must spend a part of their gross annual bonus on Deutsche Telekom shares. The investment must not exceed
1/2 of their annual bonus (“personal investment”§, assuming 100% achievement of the previous year’s bonus in case of the
CEO and that of the specific year in case of other Chief Officers).

Participants must hold their shares for at least 4 years (freeze) and may freely use them upon the expiry of the freeze.

As part of the program Deutsche Telekom grants a certain number of shares free of charge to the participants based on the
number of Deutsche Telekom shares they purchased.

The proportion of the number of additional shares thus granted depends on the individual’s management level: CEO: 1:1,
other Chief Officers: 1:2.

The program is launched subject to the relevant decision adopted by the Board of Directors.

The detailed rules of the program are determined by the Remuneration and Nomination Committee.

3.4. Additional benefits

The additional benefits are elaborated upon consideration of Hungarian benchmarks and in light of cost efficiency reasons,
taking into account the form and structure of the benefits granted to employees. Such benefits include the provision of
fringe benefits, work-related means, reimbursements and other remuneration (e.g. benefit cars; telecommunication
services; business travel costs; insurances such as life and accident-, health-, travel-, liability insurance; education/trainings;
business credit card; housing subsidies to expatriates; other expatriate costs etc.).

The additional benefits constitute 5-7% of the annual on-target earning, which may alter in case of foreign employees.

The additional benefits are provided by Magyar Telekom as set forth by the relevant employment contracts and the
Company’s applicable internal policies (e.g. Cetective-Agreement—car policy, work-related infocommunication services
directive, car policy, travel policy, credit card regulation) effective from time to time.

In case of foreign employees employed under expatriate contract the Global Mobility Policy and the Global Compensation
Guideline effective from time to time are to be applied.
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General Meeting adopted the-presentis Remuneration Policy in its Resolution No 4/26-{04:24-20203[ /2022 (1V.12.) with
é[ ] affirmative (£06-[*]%),6-[ ] negative (8-[*]%), and [ *] abstention ([*]6-%) votes.
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TO THE GENERAL MEETING OF MAGYAR TELEKOM PLC.

ADVISORY VOTE
ON THE REMUNERATION REPORT
PURSUANT TO ACT NO LXVII OF 2019

BUDAPEST, APRIL 12, 2022
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Pursuant to Section 3:268 (2) of the Civil Code and Section 5.2. (r) of the Articles of Association advisory vote on the
Remuneration Report belongs to the exclusive scope of authority of the General Meeting. The Remuneration Report was
prepared on the basis of Act LXVII of 2019 on the encouragement of long-term shareholder engagement and the
amendment of certain Acts for EU harmonization purposes (,SRD Act”). In line with Section 19(4) of the SRD Act, the
statutory auditor of the Company checked that the information required by Section19 of the SRD Act has been provided.

The Board of Directors, considering the agreement of the Remuneration and Nomination Committee, submits the
Remuneration Report for the 2021 business year to the General Meeting for an advisory vote.

Resolution proposal:

The General Meeting approves the Remuneration Report of Magyar Telekom Nyrt. prepared pursuant to Act LXVII of
2019 for the 2021 business year.

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board examined the submission prepared by the Board of Directors submitted to the General Meeting with
the agreement of the Remuneration and Nomination Committee on the approval of the Remuneration Report, and with its
acknowledgement proposes it to the General Meeting for acceptance.
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REMUNERATION REPORT 2021

1. INTRODUCTION

The Board of Directors of Magyar Telekom Telecommunications Public Limited Company (hereinafter “Magyar Telekom”
or “Company”) based on the Remuneration Policy adopted with its resolution no 4/26 (04.24.2020)*, and the provisions of
Act LXVII of 2019 on the encouragement of long-term shareholder engagement and the amendment of certain Acts for EU
harmonization purposes (“SRD Act”), approves and submits to the Annual General Meeting the below Remuneration
Report for the 2021 business year (“Remuneration Report” or “Report™).

This Remuneration Report is prepared for the first time in accordance with the SRD Act. The Remuneration Policy on which
the Report is based was approved by the Company in 2020 and was first applied in the 2021 business year. The
Remuneration Policy is available on the website of the Company:
https://www.telekom.hu/static-tr/sw/file/2020AGM-Remuneration-Policy.pdf

The Remuneration Report is providing a comprehensive overview of the remuneration, including all benefits in whatever
form, awarded or due during the 2021 business year in accordance with the Remuneration Policy to the members of the
Board of Directors, the Supervisory Board, the Chief Executive Officer and Chief Officers of Magyar Telekom (together,
based on the SRD Act, “Directors”; the Chief Executive Officer and the Chief Officers together “Executives” or
“Management”). The Remuneration Report contains the incomes presented in the Financial Statements as cost
independently from its financial performance (payment). There was no personal change regarding the Directors in 2021.

In this Remuneration Report ,group” shall have the meaning of the Magyar Telekom Group. All monetary amounts in the
Report are presented in gross without duties or taxes levied on the Company.

In the 2021 business year the Company paid remuneration based on the Remuneration Policy, no deviations from the
procedure for the implementation of the Remuneration Policy or the possibility to reclaim variable remuneration applied.

Magyar Telekom aims to achieve leadership position in terms of customer experience, as well as technological and business
productivity alike, which it is indispensable to have efficient bodies and top executives in place with long-term engagement.
Therefore, Magyar Telekom elaborated a competitive remuneration structure that supports, recognizes and provides
motivation for the Directors to implement the Company’s aim. The remuneration structure promotes the Company’s
business strategy, long-term interests and sustainability through its short and long-term incentive systems. The relative
value and composition of the components are determined on the basis of market benchmarks. The Remuneration Policy is
prepared by the Company’s People Unit upon discussion with all other affected areas, and submits it to the Company’s
Remuneration and Nomination Committee.

The Company complies with its obligation under Section 19(2) of the SRD Act (i.e. the annual change of remuneration, the
performance of the company, and of average remuneration of employees of the company other than directors presented in
a comparative method) in accordance with Section 29(4) of the SRD Act, therefore this information will be presented in the
Remuneration Report for the business year 2022 for the first time.

1 Resolution no 4/26 (04.24.2020) of the Board of Directors (based on Section 9 (2) of Government Decree no. 102/2021. (IV. 10.) the Board of Directors
decided on the matters set on the agenda of the AGM).
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2. REMUNERATION OF THE MEMBERS OF THE BOARD OF DIRECTORS

Pursuant to the Articles of Association the Board of Directors of the Company shall be comprised of a minimum of five (5),
and a maximum of eleven (11) members. The members of the Board of Directors shall be elected by the General Meeting.
On December 31, 2021, the Board of Directors had eight members.

Members of the Board of Directors of Magyar Telekom, for being in this position at the Company, are paid remuneration on
a monthly basis. Their remuneration contains no variable components (therefore, it is not influenced by the Company’s
operating results in a given part of past or future period and reclaiming variable remuneration is not applicable). The amount
of the remuneration is resolved by the General Meeting? based on the proposal of the Remuneration and Nomination
Committee.

The Company has a Remuneration and Nomination Committee established by the Board of Directors. The Remuneration
and Nomination Committee is comprised of three members elected by the Board of Directors from among its members.
The assignment of the members is the same period as their assignment as members of the Board of Directors. Members of
the Board of Directors having membership in the Remuneration and Nomination Committee are not entitled to remuneration
therefor.

Certain members of the Board of Directors have waived their remuneration. Tibor Rékasi offered his remuneration for his
activity as member of the Board of Directors for charity, the net amount thereof is directly transferred by the Company to
Magenta Osszefogas Alapitvany.

Board of Directors members, Tibor Rékasi and Dodonova Daria Aleksandrovna, are also members of the Company’s
Management, whose remuneration to be paid for their Management position is presented in Section 4 of this Remuneration
Report. There is no other member of the Board of Directors who receives remuneration from Magyar Telekom or any
companies belonging to the Magyar Telekom Group. No shares have been granted by the Company to the members of the
Board of Directors and currently there is no share option program at the Company.

The members of the Board of Directors are entitled to infocommunication services and to the reimbursement of the
reasonable costs arising in connection with their participation at the meetings, or directly connected to their membership
(e.g. cross-border travel) in accordance with the applicable internal regulations of the Company effective from time to time.
Furthermore, they are entitled to insurance (liability, travel) in accordance with the applicable insurance conditions of the
Company effective from time to time.

The Company complies with its obligation under Section 19(2) of the SRD Act (i.e. the annual change of remuneration, the
performance of the company, and of average remuneration of employees of the company other than directors presented in
a comparative method) in accordance with Section 29(4) of the SRD Act, therefore this information will be presented in the
Remuneration Report for the business year 2022 for the first time.

Remuneration payment and related cost reimbursement connected to their membership is based on the Remuneration
Policy and in accordance with the Company’s internal regulations effective from time to time. The Company paid
remuneration to the members of the Board of Directors in the business year 2021 in accordance with the Remuneration
Policy.

Remuneration of the individual members of the Board of Directors for 2021

in gross HUF
members of the Board of Directors Fixed remuneration Total remuneration
(per month)
Dodonova Daria Aleksandrovna' 450,000 0
Gabor Fekete, independent 450,000 5,400,000
Dr. Robert Hauber' i Chairperson 600,000 0
Ralf Nejedl' | 450,000 0
Frank Odzuck!, Deputy-Chairperson, independent 450,000 5,400,000
Péter Ratatics, independent 450,000 5,400,000
Tibor Rékasi' 450,000 0

2 Resolution no. 11/2014 (IV.11.) of the General Meeting.
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Eva Somorjai-Tamassy' 450,000 0
total 16,200,000
"Members of the Remuneration and Nomination Committee.
" Waived their remuneration.
it Offered the remuneration for charity.

3. REMUNERATION OF THE MEMBERS OF THE SUPERVISORY BOARD

According to the Articles of Association the Supervisory Board shall be comprised of 5 members. Three members of the
Supervisory Board must be independent from time to time in accordance with the provisions of the Civil Code and two
members of the Supervisory Board must be employees of the Company. The members of the Supervisory Board shall be
elected by the General Meeting.

Members of the Supervisory Board of Magyar Telekom, for being in this position at the Company, are paid remuneration on
a monthly basis. Their remuneration contains no variable components (therefore, it is not influenced by the Company’s
operating results in a given part of past or future period and reclaiming variable remuneration is not applicable). Those
independent members of the Supervisory Board who are also members of the Audit Committee of the Company are entitled
to remuneration too as members of the Audit Committee. The amount of the remuneration is resolved by the General
Meeting® based on the proposal of the Remuneration and Nomination Committee.

Remuneration of the employee representatives of the Supervisory Board, Tamas Lichnovszky and Zsoltné Varga, related to
their employment with the Company is not part of this Remuneration Report as they shall be deemed Directors for the
activity as members of the Supervisory Board in accordance with the SRD Act. There is no other member of the Supervisory
Board beside the employee representatives who receive remuneration from Magyar Telekom or any companies belonging
to the Magyar Telekom Group. No shares have been granted by the Company to the members of the Supervisory Board,
currently there is no share option program at the Company.

The members of the Supervisory Board are entitled to infocommunication services and to the reimbursement of the
reasonable costs arising in connection with their participation at the meetings, or directly connected to their membership
(e.g. cross-border travel) in accordance with the applicable internal regulations of the Company effective from time to time.
Furthermore, they are entitled to insurance (liability, travel) in accordance with the applicable insurance conditions of the
Company effective from time to time.

The Company complies with its obligation under Section 19(2) of the SRD Act (i.e. the annual change of remuneration, the
performance of the company, and of average remuneration of employees of the company other than directors presented in
a comparative method) in accordance with Section 29(4) of the SRD Act, therefore this information will be presented in the
Remuneration Report for the business year 2022 for the first time.

Remuneration payment and related cost reimbursement connected to their membership is based on the Remuneration
Policy and in accordance with the Company’s internal regulations effective from time to time. The Company paid
remuneration to the members of the Supervisory Board in the business year 2021 in accordance with the Remuneration
Policy.

Remuneration of the individual members of the Supervisory Board for 2021

gross in HUF
members of the Supervisory Board Fixed remuneration Total remuneration
(per month)
Prof. Dr. Attila Borbély', Chairperson, independent 600,000 13,920,000
Krisztina Doroghazi®, independent 350,000 7,560,000
Tamas Lichnovszky, employee representative 350,000 4,200,000
AndréasSzakonyi'l, independent 350,000 7,560,000
Zsoltné Varga, employee representative 350,000 4,200,000
total 37,440,000

3 Resolution no. 11/2014 (1V.11.) of the General Meeting.
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"Prof. Dr. Attila Borbély, in addition to remuneration for this activity as a member of the Supervisory Board of Magyar Telekom, also
received remuneration as Chairperson of the Audit Committee amounting to HUF 560,000 per month, totally HUF 6,720,000 in 2021.

i Krisztina Doroghézi, in addition to remuneration for this activity as a member of the Supervisory Board of Magyar Telekom., also
received remuneration as member of the Audit Committee amounting to HUF 280,000 per month, totally HUF 3,360,000 in 2021.

it Andras Szakonyi, in addition to remuneration for this activity as a member of the Supervisory Board of Magyar Telekom, also received
remuneration as member of the Audit Committee amounting to HUF 280,000 per month, totally HUF 3,360,000 in 2021.

4. REMUNERATION OF THE CHIEF EXECUTIVE OFFICER AND OTHER CHIEF OFFICERS

The Management of the Company comprises of the Chief Executive Officer and other Chief Officers. On December 31,2021,
the Management had six members.

Procedures of the Company related to remuneration is regulated by internal regulations.
The Chief Executive Officer and the other Chief Officers perform this activity based on employment contract, while
Dodonova Daria Aleksandrovna performs it based on an intra-group expatriate contract.

Chief Executive Officer, Tibor Rékasi, and Chief Financial Officer, Dodonova Daria Aleksandrovna, are also members of the
Company’s Board of Directors, whose remuneration to be paid for their position in the Board of Directors is presented in
Section 2 of this Remuneration Report.

Executives may (have) receive(d) remuneration for holding a position in Magyar Telekom Group companies, in 2021 the
affected Executives were:

Tibor Rékasi in addition to the remuneration for this activity as Chief Executive Officer of Magyar Telekom, received no
remuneration as member of the Board of Directors (Chairperson) of T-Systems Magyarorszag Zrt.

Gabor Gonda, has employment relationship with Magyar Telekom as Chief Commercial Officer Enterprise and with T-
Systems Magyarorszag Zrt. as Chief Executive Officer.

Lubor Zatko in addition to the remuneration for this activity as Chief Technology and IT Officer of Magyar Telekom, received
remuneration as non-executive member of the Board of Directors of Makedonski Telekom AD amounting to MKD 62,000
(appr. HUF 372,000) per month which of he has waived.

There is no other member of the Management who receive remuneration from Magyar Telekom or any companies belonging
to the Magyar Telekom Group. Currently there is no share option program at the Company.

Decision about the remuneration of the Chief Executive Officer and other Chief Officers is adopted by the Company’s
Remuneration and Nomination Committee (incl. performance management target setting and evaluation, awarding
bonuses and other incentives to the Executives, including any stock options and other equity-based compensation plans or
determination of the size of the components included in the remuneration package upon consideration of the Hungarian
remuneration benchmarks). The remuneration package consists of fixed and variable components.

Executives are entitled to annual on-target earnings, extraordinary, per-case bonus, long-term incentive programs and
different additional benefits based on their contracts and the respective internal regulations of the Company, in accordance
with the Remuneration Policy. Terms and conditions for supplementary retirement or early retirement schemes are not
included in the contracts.

Annual On-Target Earnings

The annual on-target earnings consist of the (fixed) monthly base wage defined in the employment contract and the bonus
determined as a percentage of the base wage the amount of which varies subject to the annual performance. The ratio of
the base wage and the bonus within the annual on-target earnings is 57%/43% for the CEO, 55%/45% for other Chief
Officers, and 70%/30% in case an agreement is included in the employment contract regarding the different ratio.

a) Annual base wage
The annual base wage is a (fixed) annual amount determined for individual that differs in different positions, and is paid in
identical allotments on a monthly basis.

b) Annual bonus

The bonus is a set percentage of the base wage paid proportionately to the performance levels of strategic and financial
targets (50% financial and 50% strategic) derived from the strategic objectives defined for the specific business year. The
Remuneration and Nomination Committee adopts the annual targets and their performance levels annually in light of the
Company’s strategic objectives and corporate responsibility principles (our corporate responsibility programs focus on

4
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digital education and volunteer work, but we also put emphasis on supporting NGOs by means of tariff packages designed
specifically for them). Bonus advance payments are not made, bonus is paid on a scale of 0-150% subject to the evaluation
of the performance of the relevant targets when the financials of the closed business year are final. After payment is made,
the bonus may not be reclaimed.

The amount of the Executives’ bonuses presented in this Remuneration Report is based on the presumption of 137,07%
target performance in accordance with the 2021 Financial Statements.

Extraordinary, per-case bonus

In case of outstanding performance of targets set forth by the Remuneration Policy, the extra performance demonstrated
by individuals may be recognized by per-case bonus. The amount of the reward shall be fixed by the Remuneration and
Nomination Committee.

Currently, there is no mid-term incentive plan in place at the Company.

Long-term incentive programs:

Long-term Incentive Plan (LTI) is a long-term incentive program paid in cash that is linked to the performance of four
indicators (ROCE (Return on Capital Employed), Adjusted Earnings per Share, Customer satisfaction and Employee
satisfaction) of the mother company considered of special strategic priority. Performance criteria may not be changed
during the term of the program. Participation in the program is subject to the performance of the central indicators
determined for the previous year, and the achievable amount is 30% of the annual on-target earnings.

The 2021 LTI program is a global, Deutsche Telekom Group-wide incentive program.

At the beginning of the program, the relevant incentive amount is converted into a number of virtual shares of DT AG and
awarded to the plan participant in the form of virtual shares (basic number). The annual level of target achievement is
determined at the end of each year. This target achievement level is multiplied on a pro rata basis by the basic number of
virtual shares awarded. The number of virtual shares calculated using this method shall then be "fixed" for the plan
participant as the binding result for that specific year ("annual result"). At the end of the plan term, the four binding annual
results shall be added together. The resulting total number of virtual shares shall be converted into cash applying the
prevailing price of DT AG shares at that time, which is paid to the plan participants. For dividend payments during the plan
term, the virtual shares shall be treated as real shares. The dividends shall be taken into account as follows: The
first/second/third dividend payments shall be “reinvested” into virtual shares when the actual dividends are paid on real
shares. The fourth (and last) dividend payment shall not be reinvested but paid in cash together with the plan payment
following the DTAG shareholders' meeting at which a decision is made regarding this dividend payment. The plan currency
is euro.

As part of the program launched in 2015, a four-year program is introduced each year. Payment is always made after the
program’s expiry and the evaluation of the targets’ performance levels on a scale of 0-150%. The detailed rules, the amount
that may be utilized for the specific incentive and the actual performance levels at the end of the programs’ duration are
determined by the Remuneration and Nomination Committee.

Currently LTI 2018, 2019, 2020 and 2021 are available. After payment is made, the LTI may not be reclaimed.

The amount of the Executives’ LTIs presented in this Remuneration Report with respect to the 2021 business year is based
on the presumption of 100% target performance in accordance with the 2021 Financial Statements.

Share Matching Plan (SMP)

Participation in the program is mandatory for the Company’s Chief Executive Officer, and voluntary for other members of
the management. The program may be launched, if the previous year’s DT Group Free Cash-Flow target is achieved.
Participants must spend a part, minimum of 10%, of their gross annual bonus on Deutsche Telekom shares. The investment
must not exceed 1/2 of their annual bonus (“personal investment”) (assuming 100% achievement of the previous year’s
bonus in case of the CEO and that of the specific year in case of other Chief Officers). Participants must hold their shares
for at least 4 years (freeze) and may freely use them upon the expiry of the freeze. As part of the program Deutsche Telekom
grants a certain number of shares free of charge to the participants based on the number of Deutsche Telekom shares they
purchased. The proportion of the number of additional shares thus granted depends on the individual’s management level:
CEOQ: 1:1, other Chief Officers: 1:2. The program is launched subject to the relevant decision adopted by the Board of
Directors. The detailed rules of the program are determined by the Remuneration and Nomination Committee.

Currently SMP 2019, 2020 and 2021 are available. After payment is made, the SMP may not be reclaimed.

The amount of the Executives’ SMPs presented in this Remuneration Report with respect to the 2021 business year is based
on the presumption of 100% target performance in accordance with the 2021 Financial Statements.
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Recurring Performance Incentive (RPI)

The purpose of RPI is to provide incentive in the form of additional bonus for recurring, extraordinary, collective
performance, which is measured by the overachievement of a defined bonus KPI. The RPI is a four-year program. If the
targets defined by the rules are achieved in two consecutive years, the first year is considered as a year of obtaining
entitlement only. The achievement of the key performance indicator defined for the program is to be assessed in the context
of the financial planning process. The key performance indicator is attached to the unadjusted EBITDA. Entitlement is
determined on each management level separately. Entitlement is governed by the manager’s management level on January
1 of the specific year, but (in case he/she becomes entitled in the first half of the year) at the latest on July 1. The incentive
amount payable is subject to the management level, the performance of Magyar Telekom Group’s targets and the number
of consecutive years in which targets have been overachieved. The detailed rules, the amount that may be utilized for the
specific incentive and the actual performance levels at the end of the programs’ duration are determined by the
Remuneration and Nomination Committee. The rules of participation in the programs are included in the regulation adopted
by the Remuneration and Nomination Committee

RPI is for a defined group of Executives (incl. Business Leaders) at Deutsche Telekom Group.

The RPI was running from 2018 to 2021, and at the end of 2021 the RPI ended. After payment is made, the RPI may not be
reclaimed.

The amount of the Executives’ RPI presented in this Remuneration Report is based on the presumption of 140% target
performance in accordance with the 2021 Financial Statements.

The Company’s 2021 Financial Statements contains information on the accounting policy of the short- and long-term
remuneration under Note 20 ,Employee-related expenses”. The Financial Statements is available at the website of the
Company: https://www.telekom.hu/about_us/investor_relations/financial

The interest of the Magyar Telekom is, to develop a fair, performance-based and consistent remuneration package, which
provides competitive remuneration for the Executives to carry out the Company’s strategy and reward them for the
achievement of strategic goals through a combination of short-term and long-term incentives. Through the design of its
incentive programs, the Company wishes to ensure that Executive remuneration is aligned with and supports the Company’s
strategic objectives within a framework that closely aligns the interests of Executives to those of the shareholders.

The Company complies with its obligation under Section 19(2) of the SRD Act (i.e. the annual change of remuneration, the
performance of the company, and of average remuneration of employees of the company other than directors presented in
a comparative method) in accordance with Section 29(4) of the SRD Act, therefore this information will be presented in the
Remuneration Report 2022 for the first time.

Executives’ remuneration payment and related cost reimbursement connected to their membership is based on the
Remuneration Policy and in accordance with the Company’s internal regulations effective from time to time. The Company
paid remuneration to the members of the Management in 2021 in accordance with the Remuneration Policy.

Remuneration of the Chief Executive Officer and other Chief Officers is presented as follows:



Remuneration of the Chief Executive Officer and other Chief Officers for 2021
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Officer

in gross HUF
Name of Director, Reported 1 Fixed remuneration 2 Variable remuneration 3 4 5 6
position financial Base salary Fringe One-year Multi-year Extraordinary Any Total Relative
year benefits' variable variable items remuneration remuneration proportion of
from fixed and
undertakings variable
of the same remuneration
group’ (xx%/yy%)
Dodonova Daria
Aleksandrovna 2021 42942156 | 21065783 | 37909450 | 72244533 - - 174161922 36,8% / 63,2%
Chief Financial Officer
Fried| Zsuzsanna 2021 | 42000002 | 5546335 | 47103288 | 77660180 . . 172309805 | 27,6% / 72,4%
Chief People Officer
Gonda Gabor
Chief Commercial Officer 2021 48 000000 5410139 | 53832324 | 42332644 12 000 000 - 161575107 35,7% / 64,3%
Enterprise
RekasiTibor 2021 84010532 | 10773819 | 86364925 | 143982347 - - 325131623 | 29,2%/70,8%
Chief Executive Officer
SzaboMelinda 2021 | 47999999 | 5302989 | 53832324 | 71062283 - . 178197595 | 29,9% /70,1%
Chief Commercial Officer
Lubor Zatko
Chief Technology and IT 2021 43200004 | 13665589 | 48449088 | 55015986 - - 160 330 667 35,5% / 64,5%

"The amount of fringe benefits include, among others, the cost of company car usage, health insurance, accommodation and expatriate in accordance with the Remuneration Policy.
"In line with the narrative information.
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SUBMISSION
TO THE GENERAL MEETING OF MAGYAR TELEKOM PLC.

ELECTION AND DETERMINATION OF THE
REMUNERATION OF THE COMPANY’S
STATUTORY AUDITOR, AND DETERMINATION OF
THE CONTENTS OF THE MATERIAL ELEMENTS OF
THE CONTRACT TO BE CONCLUDED WITH THE
STATUTORY AUDITOR

BUDAPEST, APRIL 12, 2022
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PROPOSAL OF THE SUPERVISORY BOARD OF
MAGYAR TELEKOM PLC. FOR THE GENERAL
MEETING OF THE COMPANY IN RELATION TO THE
ELECTION AND DETERMINATION OF THE
REMUNERATION OF THE COMPANY’S STATUTORY
AUDITOR, AND DETERMINATION OF THE
CONTENTS OF THE MATERIAL ELEMENTS OF THE
CONTRACT TO BE CONCLUDED WITH THE
STATUTORY AUDITOR

Pursuant to the EU Audit Regulation?, the Audit Committee of Magyar Telekom Plc. (the “Company”) conducted an auditor
rotation tender procedure in 2021. As a result of the selection process, the Supervisory Board, in accordance with the
recommendation of the Audit Committee, proposes to the General Meeting the election of Deloitte Auditing and Consulting
Ltd. as Statutory Auditor (the “Auditor”) of the Company.The Supervisory Board of the Company submits the following
resolution proposal to the General Meeting in relation to the election and determination of the remuneration of the
Company’s Auditor. Furthermore, in relation to this, it proposes the contents of the material elements of the contract to be
concluded with the Auditor—in addition to elements set out in the resolution proposal — to be determined with the following
content:

= Scope of the contract:
The audits of the Separate Financial Statements and the Consolidated Financial Statements of the Company prepared
according to International Financial Reporting Standards (IFRS) for the 2022 business year.

= Billing and payment:
The fee of the Auditor shall be paid in 12 monthly installments. The Auditor may change the fees reasonably and
proportionally if the scope of the work is changed (for example, significant change in Magyar Telekom Group, significant
change in business or regulatory circumstances) for an unforeseeable reason, or if excess work arises for a reason
attributable to the interests of the Company, provided that the scope and fees of the excess work are mutually agreed in
advance by the contracting parties and the Audit Committee pre-approves the same according to its Pre-Approval Policy.

= Duration of the contract:
The contract is for the period ending May 31, 2023 or if the Annual General Meeting closing the 2022 business year will
be held prior to May 31%, 2023 then until the date thereof.

1 Regulation (EU) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on specific requirements regarding statutory audit of
public-interest entities and repealing Commission Decision 2005/909/EC.
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Resolution proposal:
The General Meeting elects as Statutory Auditor of Magyar Telekom Plc. (the “Company™)

Deloitte Auditing and Consulting Ltd. (registered office: 1068 Budapest, D6zsa Gyérgy it 84/C.; company registration
number: 01-09-071057; registration number: 000083)

to perform audit services for the 2022 business year in accordance with the submission, for the period ending May 31%,
2023 or if the Annual General Meeting closing the 2022 business year will be held prior to May 31%, 2023 then on the
date thereof.

Personally responsible registered auditor appointed by the Statutory Auditor: Kornél Bodor (chamber membership
number: 005343).

In the event he is incapacitated, the appointed deputy auditor is: Gabor Molnar (chamber membership number:
007239).

The General Meeting approves HUF 282,450,300 + VAT to be the Statutory Auditor’s annual compensation to perform
audit services for the 2022 business year, covering the audits of the Separate Financial Statements and the
Consolidated Financial Statements of the Company prepared according to International Financial Reporting Standards
(IFRS).

The General Meeting approves the contents of the material elements of the contract to be concluded with the Statutory
Auditor according to the submission.

Budapest, March 8, 2022

For and on behalf of the Supervisory Board of Magyar Telekom Plc.:

Prof. dr. Attila Borbély, Chairperson of the Supervisory Board

Relevant part of the Report of the Supervisory Board related to this agenda item:

The Supervisory Board, considering and based on the result of the audit rotation tender procedure performed by the Audit
Committee, adopted its proposal on the election and determination of the remuneration of the Company’s Statutory
Auditor, and determination of the contents of the material elements of the contract to be concluded with the Statutory
Auditor and submits it to the General Meeting.
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SUBMISSION
TO THE GENERAL MEETING OF MAGYAR TELEKOM PLC.

REPORT OF THE BOARD OF DIRECTORS ON THE
ASSESSMENT OF SHAREHOLDERS' PROPOSALS ON
THE COMPANY'S DIVIDEND POLICY; REQUEST TO
THE BOARD OF DIRECTORS TO PROPOSE A NEW
DIVIDEND POLICY

BUDAPEST, APRIL 12, 2022
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Submissions and resolution proposal of the HOLD 2000 NYILTVEGU BEFEKTETESI ALAP, the HOLD 2024 DEEP VALUE
NYILTVEGU BEFEKTETESI ALAP, the HOLD COLUMBUS GLOBALIS ERTEKALAPU SZARMAZTATOTT BEFEKTETESI ALAP, the
HOLD KOZEP-EUROPAI RESZVENY BEFEKTETESI ALAP, the HOLD RESZVENY BEFEKTETESI ALAP and HOLD RUBICON
SZARMAZTATOTT BEFEKTETESI ALAP (hereinafter the “Shareholders”) on the “Report of the Board of Directors on the
assessment of shareholders' proposals on the Company's dividend policy” and “Request to the Board of Directors to propose
a new dividend policy”, submitted on March 17, 2022:

»Agenda item: Report of the Board of Directors on the assessment of shareholders' proposals on the
Company's dividend policy

Presentation:
We respectfully request the Board of Directors to add to the agenda the following proposal:

The Board of Directors is kindly requested to report on how the dividend policy proposal
attached as Annex 1 has been considered, how the members of the Board have personally
considered it and how they have voted.

The Board of Directors is kindly requested to explain why a dividend policy that will repay a
significant part of the existing real financial debt in the coming years, while the Company's
financial position is already sound compared to its peers in the regional sector, is value-
creating for shareholders.

The Board of Directors is kindly requested to report on how the Board of Directors serves the
interests of the Company by refusing to set the target debt level:

a) which the parent company Deutsche Telekom AG is also doing for itself, and

b) which would clearly increase predictability for a wide range of investors.

Reasoning:

According to the latest financial report for 2021Q4, Magyar Telekom Plc.'s Net Debt to EBITDA
has fallen below 2.0 times, which is a comfortable level for a telecommunication company.
Furthermore, about half of this leverage is solely capitalization of future liabilities. Based on the
report, the Company forecasts strong cash generation (FCF) for the next 3 years. Based on the
financial report, in our opinion, there is no need for the Company to use the majority of the FCF
generated for debt reduction as proposed by the Board of Directors in its dividend policy. Based
on our proposal, the Company would allocate approximately 60% of the cash generation to
shareholder distributions during 2022. Based on the Company's forecast, our proposal would still
lead to a further significant reduction in leverage to around 1.8 times by the end of 2022.

The dividend policy proposal attached as Annex 1 and presented above was rejected by the Board
of Directors. In accordance with the provisions of the Article 3:21 (2) of the Civil Code, the Board
of Directors shall perform its management activities in the best interests of the Company. However,
the rejection of the dividend policy proposed by the Minority Shareholders and the newly
established dividend policy by the Board of Directors raises the question whether the Board of
Directors does not primarily act in the best interests of the Company in its management activities.

We are hopeful that the report of the Board of Directors based on the above questions will provide
a comforting answer to the doubts of Minority Shareholders. ”
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wAgenda item: Request to the Board of Directors to propose a new dividend policy
Presentation:
We respectfully request the Board of Directors to add to the agenda the following proposal:
We propose to the Board of Directors of the Company to develop a new dividend policy that
takes into account the optimal level of indebtedness of the Company when paying dividends.

The dividend policy should reflect the Company's commitment to maintain the level of
indebtedness within the optimal range

Proposed decision:

Resolution No /...J/2022 (IV.12.)

The General Meeting resolves that the Board of Directors of the Company shall develop a new
dividend policy within 90 days of the date of this Resolution taking into account the following
aspects:
a) takes into account the optimal level of indebtedness of the Company when paying
dividends;
b) reflects the Company's efforts to keep indebtedness within the optimal range.

Reasoning:

The Majority owner of Magyar Telekom Plc., Deutsche Telekom AG has a target leverage of
2.25-2.75x Net Debt to EBITDA, but currently it is above that leverage. A significant part of the
Minority investors of Magyar Telekom Plc. fear that the dividend policy of Magyar Telekom Plc.
is optimized for Deutsche Telekom AG, not for Magyar Telekom Plc. shareholders. Analysts
covering Magyar Telekom Plc. also do not expect a meaningful increase in the dividend payout
ratio in the following years even though the guided strong FCF generation and the strong
financial position. This would lead to a decrease of leverage below optimal level which would
destroy shareholder value for Magyar Telekom Plc in our opinion. It also leads to a permanent
undervaluation of Magyar Telekom Plc. shares due to the fundamentally insufficient dividend
outlook. The newly introduced 3-year dividend policy does not address this problem, as the
proposed payout rate would still lead to rapid sub-optimal debt reduction and would continue to
reduce debt regardless of the Company's financial situation. Therefore, we recommend for
Magyar Telekom Plc. to state and target an optimal leverage, as Deutsche Telekom AG does,
and integrate its financial situation (leverage) into the dividend policy. ”

Relevant part of the Report of the Supervisory Board related to the Shareholders’ submission included in this agenda item:

The Supervisory Board examined the submissions of the Shareholders on the “Report of the Board of Directors on the
assessment of shareholders' proposals on the Company's dividend policy”, and the “Request to the Board of Directors to
propose a new dividend policy” and agrees that the proposals are submitted to the General Meeting in accordance with the
applicable laws.



Open Letter to the Board of Directors of Magyar Telekom

Members of the Board
Magyar Telekom Nyrt.

Subject: Recornmendation to improve the company’s ESG profile by publishing a reasonable midterm
dividend policy which takes into account real financial leverage of Magyar Telekom and o low real
interest rate environmsant

Dear Members of the Board,

HOLD Asset Management as a committed long term value investor is one of the largest minority
shareholders of Magyar Telekom (MTEL), currently holding approximately 14,6 million or 3.8% of the
publicly traded shares in its rutual funds and significant number of additional shares in accounts it
manages for domestic and foreign institutional investors.

In the past, we were patient investors regarding the company’s dividend policy, recognizing the fact,
that the upcoming 5G frequency auction meant uncertainty and increasing leverage. However, this
uncertainty has been concluded in early 2021 and since then the company is on a guick deleveraging
path. We think that MTEL's financial strength is already solid, and its mid-term guidance shows strong
and stable cash generation. Therefore, we think it is the right time for the company to come up with
a naw dividend strategy that recognizes its new situation,

Quy proposal is for the Board to publish a new midterm dividend policy for MTEL, which links the
total shareholder payout (dividend and buyhback) to the midterm expected cash generation of the
company and to its actual leverage compared to its target leverage level,

Our detailed considerations on the target leverage level are the following:

e MTEL should state its target leverage (i.e. a comfort level), similar to how its parent company
Deutsche Telekom (DT) does, where it sees maximum valug creation for all shareholders,

s Due to the higher Hungarian country risk, it is justifiable to target lower leverage, than DT's
2.25x%-2.75x own target. We recomimend 1,75x-2.25x target net debt to EBITDA for MTEL.

o At the end of 2021, assuming the usual seasonality of cash generation, we expect that MTEL
will be within this range, of around 2.0x net debt to EBITDA.

s [tis important to differentiate, that out of the 2.0x leverage at yearend, only roughly 1.2x is
real financial debt and 0.8x is a pure IFRS accounting measure, the capitalization of future
lease Liabillties and frequency payables.

s Targeting a leverage significantly below our recommended 1.75x-2.25x range would
practicaily mean that the company targets close to zero real financial debt. In the pre-[FRS16
world, the company had on average 2x net debt to EBITDA between 2016 and 2018 without
any future liability capitalizations and was still paying a dividend similar to the current one.
Therefore we think, working on elirninating real financial debt would be quite value
destructive for MTEL shareholders in today’s negative global real rate environment and we
would strongly disagree with.

»  MTEL is asset heavy, hence can monetize its tower assets or its fiber network, should a need
for quick deleveraging arise, so it is in a strong financial position.

¢ Central-Eastern-Eurppean sector peers, adjusted for asset deals, have a leverage in the 1.7x-
2.7x range, while Western European major telcos are mostly in the 2.5%-3.0x range.




Given the low cydlicality and mature state of the telecom sector without significant growth

opportunities, we think MTEL should pay out (I the form of dividend or buyback ~ total shareholder

remuneration) maijority of its midterm cash generation as long as it is within its target leverage
range and should pay out almost all in the case of leverage going below its optimal level.

Gur detailed recommendation for total shareholder remuneration are as follows:

s atleast 80% payout of midterm cash generation, if leverage Is below 1,75x
e G0-8B0% payout if leverage is in the target range {of 1.75x-2.25x)

+  40-60% payout if leverage is above target, but below 2.75x

s lower payoul if leverage is above 2.75x

MTEL in its latest midterm outiook stated that fotal shareholder remungration should grow in line
with free cashflow (FCF) and net income. If the intention was to indicate that the company is planning
to keep the current low payout ratio stable, we think it is a mistake since it would tead to a quick
deleveraging, below optimal level, |

We have been hearing growing discontent in the investment community about MTEL's dividend policy
for the past two years. The market fears that it is highly influenced by DT's financial situation. DT's
current leverage is at 3,0x, above its targeted leverage of 2.25x-2.75x net debt to EBITDA. However,
DT still pays out around 40% of cash-flow generation as dividend to its shareholders, DT's intention is
to get back to its target leverage in the next few years and dividend payment of MTEL works against
it by increasing DT’s consolidated leverage (albeit insignificantly).

If MTEL is forced to deleverage quickly below optimal level, while DT runs above target leverage, it
destructs value for MTEL shargholders whife transferring this positive value of negative real rates to
DT shareholders. Happened to be this the case, we think it would be deeply unethical and would mean
very poor governance both in the case of MTEL and DT. We see that this concern of the investing
community leads to significant undervaluation of MTEL shares on the market and sell side analysts
are also referring to this situation as a Justification or discournt factor for lower valuation of MTEL.

We sincerely hope that these concerns are unfunded as in a world of growing ESG importance
{majority of recent fund flows are going into ESG funds), such poor governance could lead to further
negative consequence for both companies in the future, Fortunately, these concerns can easily be
addressed by MTEL by implementing a new dividend policy along the lines we suggest. It would refute
market misconceptions and more importantly, would lead to an optimal capital structure of the
company, maximizing value for its shareholders, which should be the aim of the Board.

We wrote this letter driven by the hope that we are able to convince decision-makers of MTEL
regarding the benefits of a clear midterm dividend policy. OQur fiduciary duty is o represent the
common interest of our clients and all minority shareholders by nudging the companies we invest in
to improve their visibility, governance (ESG profile} in order to enhance value creation,

Budapest, 13th of lanuary, 2022, -

Best Regards, /
; :M?) ’ 'I( ’ ’
Ao [t Z
Danigl Mdricz Tamés Cser
Chief Investment Officer & Head of Equity Portfolio Management
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SUMMARY ABOUT THE NUMBER OF THE SHARES AND VOTING
RIGHTS EXISTING AT THE TIME OF CONVENING THE ANNUAL
GENERAL MEETING OF MAGYAR TELEKOM PLC. TO BE HELD
ON APRIL 12,2022

Composition of share capital of the Company as of March 10, 2022:

Share series Nominal value Number of shares issued Total nominal value
(HUF/share) (HUF)

safies A (o any 100 1,042,742,543 104,274,254,300

shares)

Share capital 104,274,254,300

Number of voting rights attached to the shares as of March 10, 2022:

Share series Number of Number of Voting right Total number Number of
sharesissued shares with per share of voting treasury
voting right rights shares

Series “A” (ordinary
shares)

Total 1,042,742,543 1,042,742,543 1,042,742,543 45,777,539

1,042,742,543 1,042,742,543 1 1,042,742,543 45,777,539




