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STATEMENT OF FINANCIAL POSITION - ASSETS
o

ASSETS
Cash and cash equivalents.......ccoeerererrerncnnes 421 738 945
Trade receivables.....verererereerereeee e 4.2.2 118,967 121,846
Other assets 12.1 2,626 4,305
Other current financial assets......cocovrerrerernnnes 4231 41,720 8,254
Contract assets 18.4 12,006 13,158
Currentincome tax receivable .....cuevervecerennnns 6 7 -
Inventories 7 12,643 13,214
188,707 161,722
Assets held for sale ....ovvricererscesersesersesenens 8 489 115
Total current assets 189,196 161,837
Property, plant and equipment ......cocccoveiennnne 9 350,141 355,973
Right-of-use assets 9.2 117,945 119,986
Goodwill 1.2,10.4 173,572 173,572
Other intangible assets.....cuvrrrrerererererereeenenes 1.2,10 255,416 317,825
Investments 11 131,610 131,610
Trade receivables over one year......couoeeevereienene 4.2.3.3 16,159 16,664
Other non-current financial assets......c.ccovvuee.e. 4.2.3.2 16,382 23,252
Contract assets 18.4 3,411 3,620
Other non-current assets .....coveeeeeeceereeeeeeieenens 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 an integral part of these Separate Financial Statements.
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STATEMENT OF FINANCIAL POSITION - LIABILITIES AND EQUITY

LIABILITIES
Financial liabilities to related parties .....ccceveue 441 109,508 46,466
Lease liabilities 45.1.2,17.2.2 20,224 21,332
Trade payables 444 113,992 119,407
Other financial liabilitieS.....coveeerererererererererereenes 4.4.3 8,471 51,984
Currentincome tax payable......ccvrerererererennnns 6 338 1,458
Provisions 13 3,006 2,173
Contract liabilities............. 18.4 7,660 8,090
Other current liabilities 14 17,066 13,993
Total current liabilities 280,265 264,903
Financial liabilities to related parties .....ccevueu. 441 89,457 90,405
Lease liabilities 45.1.2,17.2.2 112,785 113,756
Corporate bonds .....ceeeverrererneseresesesesesesennens 4.4.2 67,904 68,214
Other financial liabilities.. 4.4.3 71,443 106,467
Deferred tax liabilitieS.....cooeeeeeeeeeeeeeeceeeceereeeeenne 6.3.2 17,695 16,318
Provisions 13 9,604 12,126
Other non-current liabilitieS......cceeeeveeeeeeeeeeeinenene 15 2,907 2,474
Total non-current liabilities.......ccceeaereeerrecnnaas 371,795 409,760
Total liabilities 652,060 674,663
EQUITY
Common stock 16 104,274 104,274
Capital reserves 16 27,379 27,379
Treasury stock 16 (9,351) (19,566)
Retained €arnings ....ocoeecereeeereeresenessesesessesesennens 16 484,482 523,715
Total equity 606,784 635,802
Total liabilities and equity .....ccceeeeereiicernisnnns 1,258,844 1,310,465
Budapest, February 23, 2022
N\ [ i f-/ v
\ » > G < — 7/‘-"—_, =
Tibor Rékasl o Daria Aleksandrovna Dodongva

Chief Executive Officer, Board member

Chief Financial Officer, Board member

The accompanying Notes form an integral 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
(1410 o TSl A=Y o [V T 1.2,18 328,307 350,003
FiXEd liNE FTEVENUE .ttt 1.2,18 184,962 187,877
S/ 1T FOVENUE. ettt ss s s s s st rsn s s sssensssassnea 1.2,18 10,862 10,412
Revenue 524,131 548,292
TN a=T (T aT YTt T ] 1.2 (16,826) (29,237)
SI/IT service related COSES ..t ree s sessssesenes 1.2 (9,305) (8,575)
Bad debt expense 12,4222 (8,609) (9,837)
BLETT=ToTo T - P 1.2,19.1 (27,572) (26,785)
(014 YT g 17Tt foTo ) - 1.2,19.2 (158,652) (168,899)
Direct costs (220,964) (233,333)
Employee-related EXPENSES ..ovuwrerererererererereresassreresessssssesesssssssesessanes 20 (58,019) (56,100)
Depreciation and amortization .....cc.ceeeeeeeerereresseserereressssssesesssssesereseanes 9,10 (116,872) (122,729)
Other 0Perating EXPENSES....wicreereeererereereseeesessess s sessesassesessssasseses 21 (64,895) (63,725)
Operating expenses (460,750) (475,887)
Other 0perating INCOME ...c.cocverererirererereeere e 22 5,040 3,261
Operating profit 68,421 75,666
L =Y =Ty g ToTo T - 23 1,102 615
INTErEST EXPENSE couvueeeeeeeteeceereteee et s e s b s s b s s b b en s sesenas 24 (12,190) (13,710)
Other finanCce EXPENSE = NET... ettt 25 (12,478) 113
Net financial result (23,566) (22,982)
Results from iNVEStMENTS ....cceueeeeceeececeeeee e 26 8,924 5,728
Profit before income tax 53,779 68,412
INCOME TAX weueueeceereeeeeeteteee et eee st st es e s s s st b s s s s en s s sesenan 6.2 (12,227) (13,868)
Profit for the period 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 .......ccccevvcerernencne. 27 42,364 58,997
Weighted average number of common stock outstanding
used for basic/diluted EPS ...t 1,027,117,481 1,007,460,789
Basic / diluted earnings per share (HUF) 27 41.25 58.56
Budapest, February 23, 2022
| ' \ - \ < —- - —
.\‘ - ~ '\—,.—\ — (‘ ; /_'
Tibor Rékasi Daria Aleksandrovnf;Dodor‘é:/a
Chief Executive Officer, Board member Chief Financial Officer, Board member

The accompanying Notes form an integral part of these Separate Financial Statements.



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 PEriod .ttt reenens 41,552 54,544
Depreciation and amortization...... 9,10 116,872 122,729
Income tax eXpense ....cucevevercerennnne 6.2 12,227 13,868
Net financial result......ccecceeeeecrcerrereecercereree e 14,642 7,254
Change in assets carried as working capital 6,437 (7,929)
Change iN ProVISIONS.....ccucueeeeecseeeeeeeeseseesessssesessesssssesesssssssesesssssassesensen (832) 823
Change in liabilities carried as working capital........cccoeeeeeceerereereeeereneenes (8,984) 6,002
INCOME tAX PAIT w.vrrererrurererereesssrerereessssseresessssesesesessssssssesessssssssesersnsassnsnenen 6.4 (9,311) (11,724)
D11V e 1= g o I Yo7 =11V Yo 26 8,471 5,679
Interest and other financial charges paid........ccececeeeeeeereeeereeseseeeseseenes (19,602) (19,731)
INTErESt FECEIVEMA ..ottt 820 669
Other NON-CASh ITEMS ..cueururerererererereresasssereressssseresesssssseresesasssssesessassnenenen (3,617) (299)
Net cash generated from operating activities 158,675 171,885
Cash flows from investing activities

Payments for property plant and equipment (PPE) and intangible

ASSETS eurrerereteresesesese e e e e e e e et e ettt b s e s se e s e e e e e e e st et esetetesesesenenean 28 (138,523) (92,343)
Proceeds from disposal of PPE and intangible assets ......couovvnercrennens 6,749 1,360
Proceeds from disposal of subsidiaries and business units ........c.coeuue. 290 -
Payments for other financial aSSetS......ouereeereeeeeereeeereee e (3,201) (96)
Proceeds from other financial assets 1,241 12,443
Net cash used in investing activities (133,444) (78,636)
Cash flows from financing activities

Dividends paid to Owners of the Parent.....ccoeveeeeeeerereresenerereressenenesens 4.4.3.3 (20,853) (15,312)
Proceeds from loans and other borrowings ......ccveeeevnesernescsneserennens 44.3.3 239,009 219,915
Repayment of loans and other borrowings......ceececceeeeeeececeeeeeceenenes 4433 (280,950) (260,257)
Proceeds from corporate bonds ......c.cccereernennnesreeere e 4433 70,834 -
Repayment of lease and other financial liabilities.......coveerrrererersererenene 4.4.3.3 (28,240) (27,173)
Treasury Share PUIrCRASE ......cccuceeecceereeeeee ettt es e 4433 (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......c.ccovrrreeerreecnenes 421 925 738
Cash and cash equivalents, end of period 4.2.1 738 945

The accompanying Notes form an integral part of these Separate Financial Statements.
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STATEMENT OF CHANGES IN EQUITY

Dividend (e) - - - - (20,855) (20,855)
Treasury share purchase (f) - - - (5,218) - (5218)
Transactions with owners in their capacity as owners .......ccceeeeeun.e - - - (5,218) (20,855) (26,073)
Profit or loss - 41,552 41,552
Dividend (e) - - - - (15,311) (15,311)
Treasury share purchase (f) - - - (10,215) - (10,215)
Transactions with owners in their capacity as owners .......cccceeeee.. - - - (10,215) (15,311) (25,526)
Profit or loss - 54,544 54,544
Of which treasury stock (45,777,539)

The accompanying Notes form an integral 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 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 in 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 is required 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, 2021 is 45,777,539 (on December 31, 2020
is 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
in the period in which 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 distribution in total HUF 15,000 million to be approved by the Annual General Meeting of the Company in April
2022. In 2021 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 an integral part of these financial statements.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1 GENERAL INFORMATION
1.1 About the Company

Magyar Telekom is 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 Telekom 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 ADSs in the US in February 2012. The Company maintains its American Depositary Receipt program on a
Level | 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 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, 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 number is 01-09-063022, its taxation number is 10256161-2-44), the responsible person for carrying out the
audit is 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 on its corporate website.

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

11
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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 to interconnect costs, SI/IT service related costs, bad debt expense, telecom tax and other direct costs in
the Statements of Profit or Loss Statement. In the Statement of Cash Flow some minor adjustments in 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.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

The Separate Financial Statements of Magyar Telekom have been prepared in accordance with International Financial
Reporting Standards (IFRS) as endorsed by the European Union (EU). All standards and interpretations endorsed by the EU
are effective as at 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 statements in accordance 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 judgement to apply the Company’s accounting policies. The areas involving a higher degree of
judgement or complexity, or areas in 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 means it is assumed the Company will
continue to operate in the foreseeable future without the need or intention on the part of management to liquidate the
entity or to significantly curtail its operational activities.

12



2.1.1 Initial application of standards, interpretations and amendments in the 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 an impact on Magyar Telekom’s accounting policies.

Concessions
beyond June
30,2021

accounting of rent concessions
granted due to the COVID-19
pandemic.

Amendments to IFRS4 | Insurance Jan 1, 2021 Deferral of first-time application of Not applicable.
Contracts - IFRS 9 for insurance companies.
Deferral of
IFRS 9
Amendments to IFRS 9, | Interest Rate Jan 1, 2021 The amendments address the No impact based on
IAS 39, IFRS 7, IFRS 4 Benchmark impact of modifications of financial internal assessment.
and IFRS 16 Reform — instruments required as a direct
Phase 2 consequence of the IBOR reform,
hedge accounting requirements,
and the accompanying disclosures.
Amendments to IFRS COVID-19- April 1, Extension of practical expedient Not applied.
16 Related Rent 2021* until June 30, 2022 for lessee

* Earlier application is permissible. Magyar Telekom already decided in the 2020 financial year not to apply the practical expedient.

13
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2.1.2 Standards, amendments and interpretations that are not yet effective as at December 31, 2021 and have not been
adopted early by the Company and other expected changes for 2022 and 2023.

Standards endorsed by the EU

Amendments to Business Jan 1,2022 Package of narrow-scope amendments | No material impact
IFRS 3; IAS 16; IAS 37 | 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 requirements in
Liabilities and the Standards.
Contingent
Assets
IFRS 17 and Insurance Jan 1, 2023 IFRS 17 governs the accounting for No material impact
Amendments to IFRS Contracts insurance contracts and replaces is expected.
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 a significant loss
of useful information.

Standards not yet endorsed by the EU*

Amendments to IAS1 | Presentation of Jan 1, 2023 Classification of Liabilities as Current or | No material impact
Financial Non-current and Deferral of Effective is expected.
Statements Date.

Amendments to IAS1 | Presentation of Jan 1, 2023 Disclosure of material accounting policy | No material impact

Financial information instead of significant is expected.
Statements accounting policies. In addition, IFRS
Practice Statement 2 has been
amended.
Amendments to IAS 8 | Accounting Jan 1, 2023 Introduced a definition of ‘accounting No material impact
policies, estimates’ and included other is expected.
Changes in amendments to help entities distinguish
Accounting changes in accounting policies from
Estimates and changes in accounting estimates.
Errors
Amendments to IAS Income Taxes Jan 1, 2023 Deferred Tax related to Assets and No material impact
12 Liabilities arising from a Single is expected.
Transaction
Amendments to IFRS Initial Jan 1,2023 Transition option relating to Not applicable.
17 Insurance Application of comparative information about financial
contracts IFRS 17 and IFRS assets presented on initial application of
9 — Comparative IFRS 17, helping entities to avoid
Information 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.

14
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2.1.3 COVID-19 impact on the 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 to improved 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
debt expense for possible deterioration of our customer base’s solvency position in relation 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 net income
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 telecommunication industry.

To reflect to these changes and to ensure the reliability and security of our networks, we continued to invest in 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 details in Notes 3.2 and 3.3.

2.2. Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic
environment in which the entity operates, that is the Hungarian forint (HUF), which is 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 such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized
in the 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 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 this is a critical accounting estimate since it involves assumptions about
technological development in an innovative 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 lives in 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 5G platforms while does not make any further developments in 3G network.
Services in that 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. In the case of that, the Company conducts a revision of useful lives of the already existing platforms, but in 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

Goodwill is 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 test in every quarter by considering updated information on inputs like book values,
foreign exchange rates and weighted average cost of capital. No impairment 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 (CEO) 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 is in 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 next ten years with a terminal value. This is 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 an implemented 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. 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 (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-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.

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 either in 2021 or in 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 2020 and 2021. The tables below also 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 parameters in the calculations.
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In 2021 we disclose what impact a 4 (2020: 4) percentage point increase of the WACC would have on the goodwill.
Regarding the PGRs, we disclose what impact a 9 (2020: 10) percentage point decrease of the PGR would have on the
goodwill. Regarding the cash flow projections, we disclose what impact a 20% or a 32% (2020: 20% or 44%) lower than

projected cash flow stream would have on the goodwill.

_—

WACC
Used in the calculation ...
If changed to

Potential impairment (HUF million)

PGR
Used in the calCulation ... seenane

[f ChANGEA 10 e

Potential impairment (HUF Million)....cececeeeveeeeeeeeeeseeessessessessessesaesnsns

Cash flow
o aF=YaT o T=To N o) TR

Potential impairment (HUF Million)....c.ocecveeveeeeeeeeeeeeeessessessessessessesnens

[f ChANGEA DY et

Potential impairment (HUF Million)......o.oeeveveeeeeeereeceeereseeseeseeeereesenes

5.68%
9.68%
41,909

1.0%
(9.0%)
23,476

(20%)

(44%)
12,754

7.95%
11.95%
49,140

1.0%
(8.0%)
7,746

(20%)

(32%)
10,828

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

2021.

Cumulative average annual change rate of revenue during the 10
years COMPAred 10 202 eeeeeeeeeeeeeeeeeseeeses s s s s essssesnans

Cumulative average annual change rate of revenue during the 10
years compared t0 2020......c.cveerrrrererererereresesesesesesessssssesesssssssesessanes

Cumulative average annual change rate of EBITDA during the 10
years comMpPared t0 202L.....o e ssssseseeanes

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

Cumulative average annual change rate of Capex during the 10
years COmMPAred t0 202.......uueeeeeeeeeereeeeereeseeseesesesesses st sessessesassassens
Cumulative average annual change rate of Capex during the 10
years compared t0 2020......c.cecececereeeereeereereseseseeeeesessssseesesesasseeesssanes

0.3%

0.5%

0.7%

0.6%

(@) (4.2%)

(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 in the
calculations. Assuring the revenue for the long term in a telecom business very much depends on future investments. Due
to technological changes it is obvious that these capital expenditures are essentials for long term revenue generation and

a necessity 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 an investment 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 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 Magyarorszag 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 net income 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. ....eeeneeseeneeseeseesneens 2,389 36,756 1,738 38,494
Stonebridge A.D. ... 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-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.

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 neither in 2021 nor in 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 growth rate of CF......coeoveeeeeccecnnne 0.00% 0.00% 1.00% 1.00%
WACC (post tax incl. local taxes) .........cc......... 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 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, impairment is calculated on an individual basis, while for other customers it is 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 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 impairment is 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 to improve 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 has impact on the
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) significant impact has been concluded on the credit risk of the
Company particularly on trade receivables in installment payments for telecommunications equipment sold.
Consequently, forward-looking impairment increased by HUF 3.2 billion on this sub-group of debtors. The annual revision
also revealed that no other asset classes have been impacted 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
receivables in instalment payments as at December 31, 2021 if we changed 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 Company applies the guidance to a group of contracts with similar characteristics instead of to a single contract with
a 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. This is 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 a receivable 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 been incurred if the customer contract had not been concluded (contract cost). Capitalization is
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 with a customer are amortized on a portfolio basis over the period that the related goods or
services are transferred to the customer which is

= based on historical customer retention data and past experiences in that business segment in the case of uncommitted
contracts (e.g. prepaid)
= and in the 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 primary activities are the fixed-line and mobile operations in Hungary. These services are in most cases
regulated by the Hungarian laws or other legislation. These services in most cases require the acquisition of a license or
concession, which usually requires a one-off fee and annual payments. It is judgmental whether the management
considers 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 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 borrowing rate and assessment of extension and termination options

At the 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 implicit in the lease, if that rate can be readily determined.
If that rate cannot be readily determined, the lessee shall use the lessee’s incremental 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 a maturity of 30 years. A change in the interest rate is only applicable when after initial recognition the contract is
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 rates is 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 instrument is any contract that gives rise to a 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 to receive 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 that impose on the entity an obligation to deliver to another party a pro rata
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 receipt or 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 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 pro rata 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 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:

= at amortized cost if both of the following conditions are met:
= the financial asset is 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.
= at fair value through other comprehensive income (FVOCI) if both of the following conditions are met:
= the financial asset is 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.
= at fair value through profit or loss (FVTPL) unless it is classified in the previous categories.

For the purpose of the above classification:

= principal is the 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 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
are initially recognized at fair value, and transaction costs are expensed in the Profit for the year.
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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 is a contractual obligation to pay the cash flows to one or more recipients in an 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.

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 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 was recognized in respect of not only losses already incurred as of the reporting date (incurred losses) but
also losses which have not been incurred yet as of the reporting date, but which were expected to be incurred in the future
(expected losses).

Based on the changes in credit risk, 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
credit losses. 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

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

The simplified approach is applicable 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 with a
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 buckets is based upon the changes of the credit risk for the financial asset. A relative credit risk model is
used for the evaluation of an increased credit risk. The increase of credit risk in comparison to the initial recognition is
reflected in the transfer of the financial instrument 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
a long-term asset is moved to bucket 3, the effective interest method has to be applied to reach net value after
impairment.

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

= cash and cash equivalents;
= deposits over three months;
= trade receivables;

= other receivables.

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

Cash and cash equivalents

Cash and cash equivalents include 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 is a significant increase 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). In the 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
debt expense.

When it is determined that there is no significant increase in the credit risk for an individually assessed accounts
receivable, the item should be included in a group of accounts receivables with similar credit risk characteristics and
assessed collectively for impairment. Receivables that are individually assessed for impairment 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:

= for invoices which are overdue
= forinvoices which are not yet due
= for unbilled revenue.

In the case of collective assessment there is significant increase in the credit risk if there are overdue items in a group of
receivables. An ageing list is 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 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 conditions in the historical period that do not exist currently. During the
impairment calculation forward-looking information is also considered. Such information can be, for example, internal
changes in the billing and dunning processes and external extreme changes e.g. in unemployment rates, credit crisis etc.

When a trade receivable is 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;

= debt instruments within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets.
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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
it will be recognized directly to retained earnings.

The Company assesses at each balance sheet date whether there is significant increase in the credit risk. There is
significant increase in the 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 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 cost and the current fair value, less any impairment loss on that financial asset previously recognized in the
profit or 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)

Debt instruments 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 that are 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 OCl option has not been applied.

= Derivative financial assets.

= Debt instruments 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

changes in the fair value of the financial assets at fair value through profit or loss category are recognized in the profit or
loss in the period in which they arise.

4.2 Financial assets in the statements of financial position

4.2.1 Cash and cash equivalents

Cash and cash equivalents include 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 details in Note 5.1.2. No impairment had to be recognized for any of these balances in the reported years.

Cash and cash equivalents 12.31.2020 12.31.2021

CaSh ON AN ..ttt e e 58 40
Cash in bank (demand dEPOSItS) .....cueeeecereereeeeereererserseeseesssssessessessessssssessessens 680 905
Total 738 945
Average interest rates 12.31.2020 12.31.2021

(O T o 184 F- Y T T 0.00% 0.00%
Cash in bank (demand dePOSItS) .......eeueeereereeeererrerersresreeeeseesessessessessessesssnsens 0.00% 0.00%
Average interest rate 0.00% 0.00%
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B U R e e - -
HUF e 738 945
USD ettt - -
Total 738 945

4.2.2 Trade receivables

4.2.2.1 Trade receivables — carrying amount

Trade receivables from third Parties .....rrrrrresesrresesesseresessssssesesessssnens 111,834 117,122
Trade receivables from SUDSIAIANIES .vuwrrrrrererrrerereresesessresesssssesesesssssseresessasenens 3,092 1,601
Trade receivables from associates and joint ventures.......occveeenevereseerecenens 1 -
Trade receivables from other related parties .......cocececeeeveeevecreeveccceeeeeeceseenne 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 Lo 0T TSyl ¥ 1 TP 105,984 104,525

Past due by
€SS than 30 AYS cueeeereereeereeerereeseeesessesessss s sssss s ssessssssesssses 9,908 14,037
3060 AYS cerreremrerreereemreaeeseessesseeseessessesssessessesseesssssesssesssssesssesssssessesssssessesssasees 1,679 1,845
BL—90 TAYS cerreremreereereemreueeeessesseeseessesseessesseseessess st ees e easea et eesaees 460 455
91-180 days 478 428
181-360 days 336 373
over 360 days 122 183

Carrying amount 118,967 121,846

Vast majority of trade receivables is impaired on a portfolio basis using the simplified approach. Vast majority of past due
trade receivables is partly or fully impaired depending mainly on the period of delay of payments.
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The Company uses the following rates for impairment:

Not due yet 0%-8%
1-30 days 0%-15%
31-60 days 0%-50%
61-90 days 0%-65%
91-180 days 0%-80%
181-360 days 0%-90%
361-720 days 50%-100%
more than 720 days .....ceceeeeeeeeeereceereeeeseeeenenes 50%-100%
Customers in state of bankruptcy.......cccccu...... 100%

*The Company uses different impairment 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
sales is treated as a separate group of customers and 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.

Impairment loss, beginning of Period ... 18,143 15,358
Charged to expense — net (included in DireCt COStS)..urmmermenmerreerrerneenees 6,540 8,671
UTILZEA oottt ettt bbb ans s sanes (a) (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.

Impairment loss, beginning of PEriod ... 1,200 1,615
Charged to expense — net (included in Direct COSts).....cccoumrnernrenereereecennn. 2,069 1,166
UTILZEA crreerieetreeeireeteestses ettt s sttt ss st essssesassnsansnes (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).

See also Note 5.1.2 for further analysis of credit risks related to Trade receivables.

4.2.3 Other financial 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 details in 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 .......o.veeceeeceseenesnessssessesessseeseens (a) 4,794 3,507
LoaNns t0 related Parti€S .o rererererererereseresesesese s sssesesesessssesesesssssssesessases 1,622 1,765
CashPOOL TECEIVADLES ....uvueececereeceere et s s ssssss s ss s sssansanes (b) 20,419 1,258
FINaNCe lease rECEIVADLE .......oceeveeveereetecteeeee et sasens (c) 417 443
Derivative financial instruments contracted with related parties ()] 13,818 300
L0401 PP 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 lease reCeIVADLE ...ttt s st assassanens (c) 5,409 5,028
Borrowings from related Parties ... 2,150 -
EQUITY INSTIUMENTS oottt nens (e) 1,193 1,182
L o =Y PP 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
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 yet is 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).

Accumulated grant recognized in PPE.........coonvnensnensenenseneeenens 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........ccceeceeeeeeeeccrcreeeeeccveenene. 4,794 3,507

(b) The following tables show the currency breakdown.

14,480 DT AG HUF 0.50 floating
5,553 DT AG EUR 0.00 floating
(265) DT AG usb 0.34 floating
651 KaldszNet Kft. 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 details in Notes 4.5.1.1,5.1.1.1 and 5.1.1.2).

(e) Equity instruments include investment in 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 million in 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, it is extinguished — i.e. when the obligation specified in the contract is 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

at amortized costs using the effective interest rate method. The effective interest is 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 no intention 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 contract is 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 agreements in place (with DT AG) so that Magyar Telekom’s exposure in fact remains in
HUF. The loans and the related swap agreements are accounted for and disclosed on a gross basis.

The tables below show the details of the financial liabilities towards related parties as at December 31, 2020 and 2021.

47,473 DTIF EUR 1.99 fixed Jan 2021 9
48,491 DTIF EUR 1.60 fixed July 2021 8
50  TNM* HUF 1.16 floating March 2021 8
840 Combridge EUR 143 floating March 2021 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. usbD 1.29 floating Cashpool  N/A
6,362 TSM Zrt. EUR 117 floating Cashpool  N/A
2,754  TSMZrt. HUF 1.26 floating Cashpool  N/A
Due within 1 year ........... 107,172
Accrued interest............... 2,317
Other financial liabilities 6
Derivatives.....ccocoeeeererencne. 13
Total current.............c..... 109,508
43816 DTAG EUR 0.41 floating May 2024 5
45,641 DT AG EUR 0.58 floating Jan 2025 5
Total non-current........... 89,457

*Telekom New Media Zrt.
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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 usbD 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) TSM Zrt. usD 1.10 floating Cashpool  N/A
737 TSM Zrt. 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
Duewithiniyear ... 46257
Accrued interest ............. 158
Other financial liabilities 31
Derivatives ...ooceveeeereerenes 20
Coasass
44280 DTAG EUR 0.30 floating May 2024 5
46,125 DTAG EUR 0.52 floating Jan 2025 5

*Telekom New Media Zrt.

As at December 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
credit line 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
At fiXxed rate e - - - -

At floating rate. ... meeeeeeeeeeeeeeseeeeseeeseeeennes 4,680 4,680 16,456 16,456
4,680 4,680 16,456 16,456

EUR denominated loans
At fiXed rate..cierercrercrceeeeeee e 95,964 95,964 - -
At floating rate 96,659 96,659 122,669 122,669
192,623 192,623 122,669 122,669

USD denominated loans
At fixed rate - - - -
At floating rate (674) (674) (2,463) (2,463)
(674) (674) (2,463) (2,463)
ACCIUE INTErEST.umeeeurreerereesereesereeseneesnneeens 2,317 2,317 158 158
Other financial liabilities....omwereerreereererereenn. 6 6 31 31
DETVALIVES wereveeveeeeeeeeseeseeseeseessseesessssssessens 13 13 20 20
Total related-party financial 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 result in an increase 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 result in higher cash
outflows through interest payments.

Derivatives contracted with related parties include 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, 2020 and 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 Fixed interest

Coupon (Nominal interest rate)............ 1.45%

Yield 1.2579%

Effective interestrate .......cococvevereurenne 1.95%

At December 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 Other financial liabilities - Balances

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

FreqUENCY fEES PAYADLE........eeeeeeeeeeeeeeeeeeseeeseseeseeeeeseee e sseseeesesereseseeesen (a) 4771 49,759
DEbtOr OVErPAYMENT .....vveereeverreeseeeseeessssesssssesssasesssssssssssesssasessssnssssae 1,309 1,394
(@1 =T OO 2,391 831
Total other financial liabilities — current 8,471 51,984
. 12312020 1231200
Frequency fees Payable. ... seesesseseeens (@) 71,313 106,323
O LN ettt bbb bbb s s sanesas 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
as intangible 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 payment is 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, 10.5 and 34.2.
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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 from financing activities

The following tables include changes in net debt reconciled with their effects on the Statements of cash flows in order to
enable users of financial statements to evaluate changes in liabilities arising from financing activities.

Changes in 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 l0ANS ...eeoeeeeeessereesssreesssns 209,918 - (8,316) 25,688 (200) 252,812 (280,950) - - - 198,952
Derivatives from related parties......c.cooueeen. 1,890 - - 850 (2,727) - - - - - 13
Frequency fees payable ........coeeceeerrereerennns 42,744 - (3,235) 40,629 - - - - (4,054) - 76,084
Lease liabilities 111,297 - (5,096) 50,994 - - - - (24,186) - 133,009
Bonds - - - (2,930) - - - 70,834 - - 67,904

Debtors overpayment.. 1,324 - (15) - - - - - - - 1,309
Other financial liabilities 586 - 668 135 1,132 - - - - - 2,521
-Less cash and cash equivalents................. (925) 187 - - - - - - - - (738)
-Less other current financial assets............. (13,283) - 1,365 (20,488) 4,489 (13,803) - - - - (41,720)
17 (ae9)  94g78 2694 239009 (280950) 70834 (28240) - 43733
Treasury share purchase (5,218)
Dividend paid (20,853)
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Related-party loans 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 - (1,015) 1,325 - - - - - - 68,214
Debtors overpayment.......occeveneererereernnenenns 1,309 - 85 - - - - - - - 1,394
Other financial liabilities 2,521 - (180) ©) - - - - (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)
© amsa @07) (5785 12160 13938 219915 (60257) - (2478 - 489425
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 SUDSIIArIES ...ttt 8,129 10,332
Payable to other related Parties ..o ecerrererererrrerereseseseeesesesssesesesesssenens 7,836 9,283
Payable to non-related parties .....occececveeeeeeereseereeeesesee e 98,027 99,792
Total 113,992 119,407

4.5 Additional disclosures on financial instruments

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)

= inputs other than quoted prices included 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 level in the fair value hierarchy within which the fair value measurement is categorized in its entirety is determined on
the basis of the lowest level input that is significant to the fair value measurement in its entirety. The significance of an
input is assessed against the fair value measurement in 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
is 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 on relevant 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 an 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 swap yields). Foreign
exchange conversion is made based on central bank FX fixings (preferably that of the Central Bank of Hungary).

Level 2 information is available to determine derivatives assets and liabilities. 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 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:

Cash and cash equivalents ........cceuevevenne 738 - - - 738 738
Clearing receivables from related parties 20,419 - - - 20,419 20,419
Trade receivables within one year from
thirds parties 111,835 - - - 111,835 111,835
Trade receivables within one year from
related parties 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 to related parties.....ccceveenee 3,772 - - - 3,772 3,721
Equity instruments - 1 - 1,193 1,194 1,194
Finance lease receivable from third
parties 577 - - - 577 605
Finance lease receivable from related
parties 5,249 - - - 5,249 7,131
Receivables from asset-related grants... 4,794 - - - 4,794 4,794
Other current receivables ......coceeeeverenee. 651 - - - 651 651
Other non-current receivables.................. 751 - - - 751 773
Total 172,077 1 20,696 1,193 193,967 195,561

Cash and cash equivalents ......ccceeeereenenes 945 - - - 945 945
Clearing receivables from related parties 1,258 - - - 1,258 1,258
Trade receivables within one year from
third parties 117,122 - - - 117,122 117,122
Trade receivables within one year from
related parties 4,724 - - - 4724 4,724
Trade receivables over one year......cocovuune 16,664 - - - 16,664 15,581
Derivative financial instruments

contracted with related parties .....ccecuu... - - 16,715 - 16,715 16,715
Loans given to related parties.....ccoeeeereenae 1,765 - - - 1,765 1,765
Equity instruments - 1 - 1,181 1,182 1,182
Finance lease receivable from third
parties 476 - - - 476 429
Finance lease receivable from related
parties 4,994 - - - 4,994 5,152
Receivables from asset-related grants..... 3,507 - - - 3,507 3,507
Other current receivables .......coveeererereennee 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 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 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 investment in 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.......cceuevunene 98,026 - - 98,026 98,026
Trade payables to related parties .....u..... 15,965 - - 15,965 15,965
Frequency fee payable .......cceveerrereernenenns 76,083 - - 76,083 85,200
Lease liabilities to third parties.....cc.cceuuee. 124,729 - - 124,729 133,595
Lease liabilities to related parties............... 8,280 - - 8,280 8,428
Bonds 67,904 - - 67,904 68,053
Debtors’ overpayment......cceeeeeereseceeenenns 1,309 - - 1,309 1,309
Other current liabilities.....covveeeeerecererennne. 2,393 - - 2,393 2,393
Other non-current liabilities ......cocveeeeuennee - - 130 130 130

Financial liabilities to related parties......... 136,851 20 - 136,871 136,871
Trade payables to third parties..........cc..... 99,753 - - 99,753 99,753
Trade payables to related parties............... 19,653 - - 19,653 19,653
Frequency fee payable.........ccoveeerereeererenen. 156,082 - - 156,082 145,425
Lease liabilities to third parties........cco.... 126,490 - - 126,490 125,103
Lease liabilities to related parties.............. 8,996 - - 8,596 7,846
Bonds 68,214 - - 68,214 58,070
Debtors’ overpayment...........commmeeeeen 1,394 - - 1,394 1,394
Other current liabilities....coereerrereerrereenennes 831 - - 831 831
Other non-current liabilities ......o...ooeeeeveee.. - - 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 information is
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 ...ttt e -

(Gains) or losses for the period On reMEaSUrEMENT.........ceueeveeeeereeeeeeeeeseeseessesseeseseaessesseneaeees -
- recognized in profit or loss (net financial reSUL)......o.vueceuecreereeereeeeeeeee et seesaees 14

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

(Level 2) - 19,663 - - 2,441 - 22,104
FVTPL financial instruments

(Level 3) (a) - 9 - - - - 9
Financial assets measured at

amortized cost 296 - (998) (8,609) 3 (4,797)  (14,105)
Financial liabilities measured at

amortized cost (11,785) - (24,577) -

Equity instruments measured at
FVTPL (Level 3) cereereeeeereeesreaeens

(30) (36,392)

- - - 38

(a) The data for the year 2020 have been supplemented with FVTPL financial instruments (Level 3).
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FVTPL financial instruments

(Level 2) - (3,988) - - 10,960 - 6,972
FVTPL financial instruments

(Level 3) - (13) - - - - (13)
Financial assets measured at

amortized cost 614 - (698) (9,837) - (4,875) (14,796)
Financial liabilities measured at

amortized cost (13,188) - (521) - - (49) (13,758)
Equity instruments measured at

FVTPL (Level 3) wueeeeeeeerereeeeereeeeane - (12) - - - - (12)
Net gain/(loss) on financial

instruments (22,574) (4,013) (2,219) (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 at amortized cost includes all expenses incurred or expected to be
incurred in relation to the default of our customers and presented as a direct cost in the 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 an impairment allowance account, as a result of which the actual write-off or factoring of these
receivables results in 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
in the Statements of financial position.

Gross amounts of recognized financial instruments .......... 119,075 114,100 122,038 119,599
Gross amounts of financial instruments set off................... (108) (108) (192) (192)
Net amounts of recognized financial instruments

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 that in 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 Company’s certain contractual
or tender related obligations. The Company has been doing its best to deliver on its contractual obligations and expects to
continue to do so in the future. Even so disputes may emerge from time to time with our partners and sometimes these
can result the drawdown of the guarantees. Such utilization of the bank guarantees happened in an amount of HUF 133
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million in January 2022 which is 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 collateral in which case it is 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 Financial risk factors

Magyar Telekom is primarily exposed to credit risks related to its 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 not applied 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 changes in the relevant risk variables and their impact 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 amount in 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 rate risk
= price risk.

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 2.15 in 2021 (2020: 2.10), while the allowed maximum can be 2.8 and EBITDA to Net financial result ratio of 17.58
in 2021, (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 relevant risk variables on Profit before tax and Equity. These hypothetical changes were modeled to present a
reasonably possible change in the relevant risk variables. The periodic effects are determined by relating the hypothetical
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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.

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
changes in FX rates. Currency risks arise on financial instruments denominated in currencies other than the functional
currency of the Company. 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 euro in 2021. In 2019 and 2020 the forint was fluctuating in a
8-12% range against the EUR, in 2021 this range narrowed slightly to approx. 7%.

In order to mitigate FX risk in the case of FX denominated financial instruments, Magyar Telekom minimized its foreign
currency borrowings in the past years or covered them with derivative instruments to substantially reduce FX risk. 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 with DT AG

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 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 former is disclosed.

Profit or loss
Strengthening Weakening

12.31.2020

EUR/HUF (15% movement)

LOBN eeeeeeeeeee e eeeeeeseeee e seees e eeeee s eeee e eeee e eeee e eeee e seeeee e (27,813) 27,813
SWAP AGTEEMENTS couvvevereeeeereereesessessessessssssssssssessesssessssssssassesssssssassassans 28,747 (28,747)
Net effect 934 (934)
12.31.2021

EUR/HUF (10% movement)

LOBN eeeeeeeeeee e eeeeeeseeee e seees e eeeee s eeee e eeee e eeee e eeee e seeeee e (11,993) 11,993
Swap agreements 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
(ii) operating activities through revenue from, and payments to, international telecommunications operators as well as (iii)
capital and operating expenditure contracted with vendors in foreign 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
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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 in order 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 former is 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 AEPOSIES .vueureeceeceresteeetees ettt ssesnaen (5,089) 5,089
Connected fOrward dEalS ..o errerereeeeereerrereereereeeeeseessesseseasesressenens 3,173 (3,173)
Net effect (1,916) 1,916
USD/HUF (15% movement)
Net balance of FX trade payables, trade and financial receivables
(o (VR o T U g1 Qo [=Y o Yo LY T (65) 65
Connected fOrward AEAlS......ureeeeeeeeeeereereetessesseessssessessessessessssssessans 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 .vvcvveeeecrcrrreeseetesseesssssesses st s ssssssss s sessessessessssassassanes (4,004) 4,004
Connected fOrward dEAlS.....owrerrererereeereereeseesessesesessessessesessessessenens 4,356 (4,356)
Net effect 352 (352)
USD/HUF (15% movement)
Net balance of FX trade payables, trade and financial receivables
PLUS DANK AEPOSITS ..vvvvreereereecrcreteetees s ssssss st sesssssssssssssssssssssessesassassasens (440) 440
Connected fOrward dEAlS.....owrereererereeereereeseeseesesesessessessessssessessenens 722 (722)
Net effect 282 (282)

As a result 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 rate risk

Magyar Telekom is also exposed to interest rate fluctuations. This is 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.

Changes in the market interest 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.

Changes in 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).

Changes in market interest 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 Company’s Hungarian operations is primarily used to repay loans, so it 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
agreements in 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 portfolio is 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 debt is
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 in interest 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
former is disclosed.

Profit or loss
300 bp increase 300 bp decrease

12.31.2020

Floating rate inStrumMeNt. .. e sessessesenees (3,048) 3,048
[NTErEST FALE SWAD...e.veeereececrererseesesseessressessessessssssssssesssssssessessessssaseanes 2,684 (2,684)
Cash flow sensitivity (net) (364) 364
12.31.2021

Floating rate inStrumMeNt. .. e sessessesenees (4,221) 4,221
[NTErEST FALE SWAD ...eveeereeceerererseeseeseessssssessessesssssssssssssesssssessessssassaseanes 2,712 (2,712)
Cash flow sensitivity (net) (1,509) 1,509
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5.1.2 Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

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 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 Telekom deposits the vast majority of excess cash in 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
prefers to deposit in 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 places its cash in Hungary with substantial credit institutions. Further, excess HUF cash is 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 request is 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 process is 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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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 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 within 1year 1toSyears after5 years
Trade payables to third parties........ceveneereneerenenns 98,027 98,027 - -
Trade payables to related parties 15,965 15,965 - -
Financial liabilities to related parties......ccooreeeeererene. 202,031 111,273 90,758 -
Lease liabilities to third parties......ccccceeveeeennene 153,438 23,900 68,362 61,176
Lease liabilities to related parties ......ccccoeeereeeereenne. 9,115 1,964 7,149 2
BONAS vt eesaes 74,502 1,015 4,060 69,427
Frequency fees payables ........nereneereneereneereneenes 106,631 8,145 26,704 71,782
Other financial liabilitieS.....cooverrerererereerererererenererereaes 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......ccceeeevereeceererenenes 520 271 249 -
Gross cash inflow in HUF million (at spot rate)...... 189,618 98,820 90,798 -
Gross cash outflow in HUF million.......cccevevevererenene. 174,480 87,505 86,975 -
Net cash inflow in HUF million 15,138 11,315 3,823 -
Open forward positions’ cash flows
Gross cash inflow in EUR million......cccocvveveecererenenes 58 58 - -
Gross cash inflow in USD million .....cccceeevereeeeererenenes 44 44 - -
Total gross cash inflow in HUF million (at spot
TATE) cuverrererereesessesseseeess s s s b st s s s s st st s e aesansanens 34,261 34,261 - -
Gross cash outflow in HUF million........ccccveeeevereence. 33,851 33,851 - -
Net cash inflow in HUF million 410 410 - -
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12.31.2021

Total within 1year 1toSyears after5years
Trade payables to third parties.......cceeeeeeeeeeereeeenenne 99,753 99,753 - -
Trade payables to related parties ......ccooeeeveecenenne 19,653 19,653 - -
Financial liabilities to related parties.....cccoceveeunnee. 138,807 46,699 92,108 -
Lease liabilities to third parties.....ccoeeeeeeeeeeeeeeeeeneee. 151,546 24,852 66,595 60,099
Lease liabilities to related parties .....oovevreeeeeererenes 9,193 1,497 7,678 18
BONAS et essen 73,797 1,015 38,167 34,615
Frequency fees payables .......coooeeercveercenereessrenenne. 199,103 54,447 35,885 108,771
Other financial liabilities.....c.coveeerereeereeeeecereeeeeeeene 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......cceeeeveeverenserenenes 251 1 250 -
Gross cash inflow in HUF million (at spot rate)....... 92,619 369 92,250 -
Gross cash outflow in HUF million......cccceeeeeececveennne. 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......cceeeevevveressenenenes 198 198 - -
Gross cash inflow in USD million ....ccceeeveverererererenenes 15 15 - -
Total gross cash inflow in HUF million (at spot
TATE) cueeeeerereteetee e see et s bbb s s st bbb assaneas 77,948 77,948 - -
Gross cash outflow in HUF million.......ccceveeevecerenne. 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
in 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 changes in the Company’s equity capital in 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 is in 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. It is 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 to income taxes, if
any. It is measured using tax rates enacted or substantively enacted at the reporting date. Current tax also includes 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.

As Magyar Telekom is listed on the Budapest Stock Exchange, it was obliged to adopt IFRSs in its statutory financial
statements from 2017 in accordance with the Act C of 2000 on Accounting (HAR).

6.1.1.2 Other income 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. 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

= ifit arises from the initial recognition of an asset or liability in a 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 it is 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 it is 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 it is 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,
except for the case that the Company controls the timing of the reverse of these temporary differences, and it is 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 taxes in 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 weuvurererererarererereesserereressasssesesesssssssesessssessessssassnssessasssssssessases 1,211 2,032
OthEr INCOME TAXES ..eueeeeerererrererere s sa st b bbb s s n b e 8,336 8,570
DEferred taX EXPENSE v cerererereererereresesassseresessssssssesessssssssssensssssssesessassssessessases 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 is as follows:

12.31.2020 12.31.2021

Profit before iNCOME taX ... 53,779 68,412
Calculated amount Of taX 9% ...ccccvceererereeeresere et ssssssssans (4,840) (6,157)
Tax shield of items not subject t0 INCOME taX....ereeereererrerrerrreereseeeenenans (a) 863 640
Tax impact of Non deductible ItEMS ... eeeeeeas (b) (679) (561)
Other INCOME TAXES cuuvvurvreeeereceessseesessesssassssessesssssesssssssssssssssesssssessssassaseas (c) (8,336) (8,570)
Impact of tax deductibility of other income taxes .....coccoeveereerererenenees (d) 750 771
Investment tax credit aCCretion ... e eseeseeeeeeeenes (e) 15 9
Income tax expense (12,227) (13,868)
o =T o A= = G - L (=P 22.74% 20.27%

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

(a) This line of the reconciliation primarily includes the tax shield impact of expenses, which are not included in the profit
before tax, but deductible when determining the separate corporate income tax base. These items include 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 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 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 which is included in this 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 credits in periods subsequent to the year of recognition. For further information see Note
6.3.2.1.
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6.3 Income taxes in 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 taxes in 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.......cooeceeuevnee. (6,857) 552 - (6,305) 575 - (5,730)
(€7 ToTo 1V TR (14,481) - - (14,481) - - (14,481)
Provisions for liabilities and charges....... 1,353 93 R 1,446 245 - 1,691
Total net deferred taX......ceceeereereersereas (17,767) (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.......cceveuee.. 3,571 3,091 3,893

The Other movements column includes the increase in investment tax credit improves 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 to a 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) in the Company’s Separate Financial Statements, which had merged into Magyar Telekom. The amortization of
goodwill is a 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 tax credits

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 credit is booked as a decrease from the investment costs of the assets, as well as a deferred tax asset of
the whole tax credit amount is booked accordingly. The Company utilizes HUF 4,267 million tax credit in the 2021
corporate tax return, while the remaining HUF 886 million tax credit remains as deferred tax asset in the Company’s
books. The Company expects that the tax credit carried forward can be utilized in the 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 credit in 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 in 2021)............... 2,249
Cash flows from finanCing aCTIVItIES ... e -

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 on the Company’s tax expense as these
taxes — if any — are levied on the 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 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 Inventories in the statements of financial position

12.31.2020 12.31.2021

[NVENTOTY FOr FESALE ettt 12,109 12,620
Other INVENTOTY .ottt ettt sttt st s st es s enne 537 596
Subtotal 12,646 13,216
1T oT= Y1 g 1= o PP 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 no impairment movement table is presented.

8 ASSETS AND LIABILITIES HELD FOR SALE

8.1 Assets and liabilities held for sale — Accounting policies

An asset (typically properties and closely related other assets) is classified as held for sale if it is no longer needed for the
future operations of the Company, and has been designated for sale, which is highly likely to take place within 12 months,
and the asset is available for immediate sale in its 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. Depreciation is discontinued from the date of designation to the held-for-sale status. When an item of PPE or
intangible assets is 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 an impairment 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, plant and eqUIPMENT......cococovrreeererereer et 489 115
Total assets 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, plant and 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 manner intended by management. The initial estimate of the costs of
dismantling and removing the item and restoring the site on which it is located is also included in the costs if the
obligation incurred 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, in the case of telecommunications equipment, comprises all expenditures including the cabling within customers'
premises and borrowing costs of related loans and corporate bonds.

Subsequent expenditure on an 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
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).

Depreciation is calculated on a straight-line basis from the time the assets are deployed and charged over their economic
useful lives. On an 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 in a change of useful life of a group of assets in any period of the year.

The estimated useful lives assigned to different classes of property, plant and equipment are as follows:

Years
BUILAINGS ettt et e e bbb s e b e e e e e e e b s bbb s et et ebesasasasesessas s s nananrnas 5-50
DUCT, CaDLE AN PLANT ... 3-38
Other telecommunications EQUIPMENT ...t s bbb aan 2-25
(@1 =T gt To [UTT o] 1= 3| SO PO UU TP 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, which is based on well-founded technical
experts’ decision performed on individual basis.

Assets that are subject to amortization or depreciation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
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.
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9.2 PPE in the statements of financial position
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Land and Telecom Other
buildings (a)  equipment equipment Total
01.01.2020
GroSS VAlUE....ucueececeeretee ettt seeaeens 98,211 879,775 73,187 1,051,173
Accumulated depreciation ........ccceeeeeeeeeeecnee.. (43,742) (602,480) (60,591) (706,813)
Carrying amount 54,469 277,295 12,596 344,360
Of which held for sale .........cceeevereereereererreeerecenen. (656)
343,704
Carrying amount - 01.01.2020.......ccccecrrerurnens 54,469 277,295 12,596 344,360
INVESTMENTS ..ttt 1,160 69,045 2,517 72,722
Changes due to revisions of asset, retirement
0bligAtiONS..cvecceeteee ettt 127 - - 127
DiSPOSALS ..vveeeeerecrerereetee e eeese s asaesaes (4,797) (337) (222) (5,356)
Depreciation Charge.....oooeverneversesseressssesssnens (2,940) (53,158) (5,225) (61,223)
Reclassifications ....ccceceeeeereecereessrreereseressseeseens 629 (2,146) 1,517 -
Carrying amount - 12.31.2020.......cccccceeeerruenne 48,648 290,699 11,283 350,630
12.31.2020
GroSS VALUEB...cueececeececeece et s eressssseasnenas 88,615 926,459 72,862 1,087,936
Accumulated depreciation ........cceceeeeeeeeeeecenns (39,967) (635,760) (61,579) (737,306)
Carrying amount 48,648 290,699 11,283 350,630
Of which held for sale ......coceveeeveeeererereerreereans (489)
350,141
Carrying amount - 01.01.2021.........ccccceecerumne 48,648 290,699 11,283 350,630
INVESTMENTS . 555 63,193 2,526 66,274
Changes due to revisions of asset, retirement
OBLlIgAtioNS..vecceeece e 254 - - 254
DiSPOSALS wevereeeererrereerereeseeresresneseeeessesessessessessesnennes (680) (416) (242) (1,338)
Depreciation Charge ... ereeeesersessesesessnes (2,851) (55,006) (4,242) (62,099)
Reclassifications ....ccecceeeeeceeeeceere e 533 1,569 265 2,367
Carrying amount - 12.31.2021..........cccceeureerace 46,459 300,039 9,590 356,088
12.31.2021
GroSS VAlUC....cueeceeerereretetes s sesaeens 88,984 937,463 70,087 1,096,534
Accumulated depreciation .......cceeeeeeecreeecreenees (42,525) (637,424) (60,497) (740,446)
Carrying amount 46,459 300,039 9,590 356,088
Of which held for sale .....ovreerererrerrerrereerereeeene (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 ValUB...ceeeeeeeeeeeeeee e s 64,696 41,855 5,639 112,190
Accumulated depreciation ........cccceeeeeeeeeeeecnce.. (9,405) (4,776) (1,906) (16,087)
Carrying amount - 01.01.2020........cccccurersanses 55,291 37,079 3,733 96,103
INVESTMENTS ..ttt 26,889 12,184 2,712 41,785
DiSPOSALS w.vvveerecrecrersressessessesesesssssssessessssnssesanes (402) (1,995) (102) (2,499)
Depreciation Charge.......uereereerecsessesseeneensenes (10,065) (5,202) (2,277) (17,444)
Carrying amount - 12.31.2020........cceccerersanees 71,713 42,066 4,166 117,945
12.31.2020

GroSS VALUEB...cucueeceececeece s s s seseasnenas 90,991 50,739 7,791 149,521
Accumulated depreciation (19,278) (8,673) (3,625) (31,576)
Carrying amount 71,713 42,066 4,166 117,945
Carrying amount - 01.01.2021.........ccccceeeermnne 71,713 42,066 4,166 117,945
INVESTMENTS et 8,529 13,808 1,893 24,230
DiSPOSALS w.eueeereeererereeee sttt esens (962) (439) (69) (1,470)
Depreciation Charge.....ooevenesereesseressssessseens (10,399) (6,247) (1,868) (18,514)
ReClassifiCations ...oeceeceerereceeeereesessessessesanssnsnnes - (2,205) - (2,205)
Carrying amount - 12.31.2021..........cccceeureerace 68,881 46,983 4,122 119,986
12.31.2021

GroSS VAlUB...ueeeeceeeeceeeeeeeete et 97,524 61,325 8,636 167,485
Accumulated depreciation ........ceeeeeeeeeeeeeecen. (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 presentation is also in line with
industry practice. Comparative information is presented accordingly.

The closing balance of Property, plant and equipment (PPE) includes assets under construction in an amount of HUF

44,910 million as at December 31, 2021 (2020: HUF 52,622 million). In the table above, the assets under construction are
shown in the 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 2020 and 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 depreciation in the 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 elements is driven by preparations to the copper retirement program. The
revisions resulted in the following change in the original trend of depreciation in 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 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
a lesser 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 an annual 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 result in 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
RS Y] 1= PP 2-24
CONCESSIONS ANA LICENSES ettt ee st e e bbb e e e e e s e st ne 3-25
Other intangible assets 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 in its separate statements of financial
position.

Goodwill represents the amount by which the cost of an acquisition 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 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 business include 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 element is more
significant and recognizes the assets accordingly.

Assets that are subject to amortization or depreciation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
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 can only 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 assets in the statements of financial position

Concessions

Goodwill andlicenses  Software Other Total

01.01.2020

Gross value.....eeeeeeceeeereennnn 173,572 191,343 284,798 10,600 660,313
Accumulated amortization - (86,404) (210,6006) (4,263) (301,273)
Carrying amount .......ccccceeceeecnns 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 .o - 92,583 12,707 2,863 108,153
Amortization charge.......oeeeeenee. - (17,286) (18,889) (2,030) (38,205)
Reclassification .....ooecevereressnenens - - - - -
Carrying amount — 31.12.2020 173,572 180,236 68,010 7,170 428,988
12.31.2020

Gross Value......cceeeeeereereereereeseeaeeaenns 173,572 281,733 292,953 13,463 761,721
Accumulated amortization ........... - (101,497) (224,943) (6,293) (332,733)
Carrying amount .......ccceeeeeccnnns 173,572 180,236 68,010 7,170 428,988
Carrying amount — 01.01.2021 173,572 180,236 68,010 7,170 428,988
Investments - 83,090 18,763 2,839 104,692
DiSPOSALS v.vvvveeececrererersessesaeesessesaees - - (4) - (4)
Amortization charge......eeeeene.. - (19,271) (19,812) (3,033) (42,116)
Reclassifications.....cueereeeeeenen. - - - (163) (163)
Carrying amount — 31.12.2021 173,572 244,055 66,957 6,813 491,397
12.31.2021

Gross ValUe......cceeeeeerrereereeseesresneannns 173,572 343,512 282,740 15,724 815,548
Accumulated amortization ........... - (99,457) (215,783) (8,911) (324,151)
Carrying amount .........ccccecceeeeenens 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
in the 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 in intangible 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 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 amortization in the 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:

QLI o] o1 161,374 161,374
KTV/T-KADEL ettt s bbb sansanes 4,408 4,408
T-Online 54 54
Emitel Zrt. .ooueeerenene 6,471 6,471
DEL-VONAL KL, w.oeeeeeereteeteeteeteeeee ettt ss s bbb sassanes 100 100
Cable TV acquisitions 462 462
Modultechnika Kft. ........ 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
in the 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 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 3 inputs in the 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 an impairment test on goodwill in the last quarter of the financial years, while a simplified
goodwill impairment test is conducted quarterly based on the main input changes. During the impairment tests
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conducted in 2020 and 2021 no goodwill impairment was established for any goodwill.

10.5 Significant individual intangible assets

The Company’s most significant individual 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 34.2.

12.31.2020 12.31.2021
Remaining Remaining
Carrying amortization Carrying amortization
amount period (years) amount period (years)
700 MHZ . assnenens 40,554 19 38,447 18
800 MHZ .t 29,660 13 27,463 12
Q00 MHZ . eseseseseeeeaees 8,441 13 39,584 12-21
1800 MHzZ ....oeeeeereereereeeeeeeeeeseseeaeeaees 24,989 13 67,774 12-21
2100 MHZ ..ot eeesessesseaeenees 32,505 6-19 29,047 5-18
2600 MHZ ...t eeeseaseaseaeeees 13,347 13 12,358 12
P X € 339 3-6 242 2.5
3600 MHz....oviiriesciciens 30,025 19 28,905 18
Other et eaeaeeaes 376 1-6 235 5
Total concessions and licenses............... 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 an investment 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 then its 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 an investment 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 on the DCF model:

1) The Company examines whether during the period there were or whether there are expected to be any
significant adverse changes in the market or in the technological, economic and legal environment of the
investment.

The company examines the forecasted results of its investments.

3) If subsidiaries, joint ventures or associates pay dividend then it has to be examined whether the investments’
carrying amount in the 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 in the period the dividend was declared whether the dividend exceeds the total comprehensive income
accumulated since the acquisition of the control which is subjectable for declaration as a dividend.

N
—

If any of the above three examinations indicates that the market value of the investment declines below its carrying
amount then the Company prepares the impairment assessment based on a 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, no impairment is necessary.
When the estimates used to determine an asset’s or a CGU’s recoverable amount have improved since the last impairment
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 amount and
= the carrying amount that would have been determined without any prior impairment loss.

For further information see Note 3.2.2.

11.2 Investments

Subsidiaries are entities controlled by the Company. The Company controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to effect those 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.

As December 31, 2020 and 2021, the Company's investments in subsidiaries are summarized as follows.

01.01.2020 12.31.2020 12.31.2021

Opening Changes in Carrying Changes in Carrying

balance 2020 amounts 2021 amounts
Stonebridge A.D. .ovveeeeveeerenene. 77,999 - 77,999 - 77,999
T-Systems Magyarorszag Zrt. . 41,984 - 41,984 - 41,984
Combridge S.R.L. e 2,544 - 2,544 - 2,544
Novatel E.0.0.D. v 1,999 ; 1,999 - 1,999
Investel Zrt. e 1,658 - 1,658 - 1,658
OtNET oo 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 impairment in 2021.

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

Short descriptions of companies in 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 Magyarorszag 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 services in Hungary and for the related hospital information system, that partially
had been involved in the 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 VolIP 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 has a 100% share in Novatel E.0.0.D.

The Company had no investment in associates at December 31, 2020 and 2021.

Ajoint arrangement is an arrangement whereby two or more parties have joint control.

A joint venture is a joint 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 S0%.

The Company lost the joint control and significant influence 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 investment in 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).

As a result, HUF 1,000 million was disposed from the investment in the joint venture on the date of the loss of the joint
control and significant influence. 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
a HUF 16 million gain. See subsequent measurement of the call option under Note 4.5.1.2.

The Company had no investment in joint ventures at December 31, 2020 and 2021.

11.3 Joint operations

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 sites in 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 Statements of profit or loss and other comprehensive
income and the effect of this settlement is not significant.

If any of the parties initiates 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 Other current assets

12.31.2020  12.31.2021

Accrued income and prepayments for costs and expenses 1,861 3,121
Other tax reCEIVADLE ... naen 313 858
Other rECEIVADLES . ..uvre ettt se e s s se s e e ssssnssesensananens 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 obligation and a reliable 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 provision is released unused, it is 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 provision in the functional currency as a result of a subsequent change in the FX rate is
recognized in Other finance expense — net.
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Severan-  Share- Other Total
ce based employee employee Legal
payment payments -related -related cases ARO Other Total

01.01.2020 ....ereeerncrnne 1,150 1,414 8 2,572 1,292 7,981 1,690 13,535
ReVersed....erenesnenns (346) (121) - (467) 472) (39) (888)  (1,866)
Additions ..ceeeeeeeeeeereeenes 4,459 1,486 3 5,948 23 166 1,066 7,203
Interest - 3) - 3) (318) 127 - (194)
Utilized (incl. interest

component) .....oeeeeeeee. (3,392) (915) 3| (4,310) (70) (25)  (1,663) (6,068)
12.31.2020 ....ccocererurernns 1,871 1,861 8 3,740 455 8,210 205 12,610
Of which current.............. 1,655 1,144 - 2,799 - 16 191 3,006
Of which non-current..... 216 717 8 941 455 8,194 14 9,604
01.01.2021 .....ccoecevernenns 1,871 1,861 8 3,740 455 8,210 205 12,610
Reversed.....covveeveeerrennnes (330) (88) Q) (419) (19) (8) (335) (781)
Additions ....ceeeeveecereeeennnns 1,989 1,663 3 3,655 552 262 1,909 6,378
Interest - (6) - (6) 486 174 - 654
Utilized (incl. interest

component) ......eeeeeeee (2,914) (1,133) ()| (4,048) (22) (42) (450)  (4,562)
12.31.2021 ......ccceveneee 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 recognition and
the interest element of any provision recognized, as well as the release of the interest / accretion element in 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 improvement in 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. This is a
manner of severance that is not paid in one lump sum but in monthly installments. The majority of the provision for
severance as at December 31, 2020 also related to the stand-by-pool and the employee terminations paid in relation to

the 2021 efficiency improvement in Magyar Telekom.

541 employees left the Company in 2021 (2020: 625), related to which termination payments were made. The balance of
provision as at December 31, 2021 relates to 96 employees and stand-by-pool of employees (2020: 283).

The total payments made in relation to employee termination in 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 changes in 2021 or 2020.

13.2.5 Other provisions

Other provisions include guarantee obligations, onerous contracts and further other individually small items.

14 OTHER CURRENT LIABILITIES

12.31.2020 12.31.2021

Other taxes and SOCIAl SECUTITY vuvurururererererereresererereresssssseresesssssseresessssssereseenees 9,305 7,056
Salaries ANA WAGES w.uvurerererecererereressssreresessssssssesessssssssessssssssssessssssssssessnsssssssesanes 5,468 4,828
Deferred revenue and advances reCeIVEd .....enenesesesesesssessseesenens 2,132 2,040
Unused advance payments for asset-related grants .......cccccoevvvreverernnnnn. (a) 21 12
Dividend payable to non controlled interest 17 17
Other Habilities ..coevevreeeeeeeereeecteee e 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-CUITENT ...ccoveveeeerereieertccectee e 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 in a 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 further information 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
COMMON STOCK uuuiuiuieiteterereiessteesese et ssse s e s s e e be bbbt s et ee e s e e e s s s s e e seseseaaseses s ss s e e senssssnsasasasanann 104,274 104,274
RESEIVES ettt ettt a s s s e s A e s A e s A st e e et s s e e s s s aeaeaeseae b et et e b et et et et et e nrnes 470,309 496,550
TIEASUIY STOCK w.vureuecuretctetseceaee ettt bbb s s bbb bbb bbb st bbb s st s st st (9,351) (19,566)
Profit OF LOSS fOr the YEaI .eiiieeiiiresee ettt ettt 41,552 54,544
Equity in accordance with IFRS (Section 4 114/B) 606,784 635,802
Section 4 (a) 114/B Equity 606,784 635,802
Common stock provided for by the articles of association if that qualified as an equity
LTy (VL0 aT=T ) OO UPUOUSRPTTE 104,274 104,274
Nominal value of own shares repUrChased (=) c..cuceeeueereeeeereeeeeeeeeeeeiesseeseesesssees st sessssssaesaessessssenes (2,198) (4,578)
Section 4 (b) 114/B Common stock in accordance with IFRS* 102,076 99,696
Section 4 (c) 114/B Subscribed but unpaid capital - -
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
reserves in acCordanCe WIth [FRS ... sss et se bbb s e senenes 20,226 12,390
Section 4 (d) 114/B Capital reserves 20,226 12,390
Previous years’ profit accumulated and not yet distributed for the owners disclosed in the
financial statements in accordance with IFRS that may not include other comprehensive income
(B erurereerrerure et s st R A AR R R AR AR e et 442,931 469,171
Section 4 (e) 114/B Retained earnings 442,931 469,171
Section 4 (f) 114/B Valuation reserve - -
Profit or loss for ongoing activities disclosed in statement of performance in its own right within
the comprehensive income statement or in the separate profit and loss statements........cccccuu.... 41,552 54,544
Section 4 (g) 114/B Profit or loss for the year 41,552 54,544
Section 4 (h) 114/B Restricted reserves - -
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 ...ttt esessesensene 104,274 104,274
Subscribed capital UNEr IFRS ...t tesssee st ses s st s s sesssssssssssessessassssansanens 102,076 99,696
Difference (nominal value of treasury stock repurchased) 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) ......cooeeveeeeeeeeeeeeeeceeereeeceeeeee 484,482 523,715
Untied retained earnings available for the payment of dividends 484,482 523,715

*Common stock shows the value of common stock recorded in article of association in 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 contract is a lease (or contains a lease) if the contract conveys the right to control the use of an identified 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.

= |nthe 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 as incurred 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
certain to maintain the contract under the terms and conditions as originally negotiated. The initial lease term assessment
is made at commencement of the lease. When determining the lease term, the shortest reasonably possible, i.e.
justifiable, term is 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 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 to a 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 is important to note that, in terms 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 it is 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
in its determination of the lease term, or not to exercise an option previously included in its determination of the lease
term.
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Accounting for lease modifications

A lease modification is 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 modification increases 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 modification is considered to result in 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 a lease modification that is 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

= forall 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. This is different from the requirements for a reassessment of the lease, where only in specific cases a revised
discount rate is required

Presentation and disclosures 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. In addition, interest expense on the lease liability is a
component of finance costs.

Statements of cash flows

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

= cash payments for the interest portion of the lease liability, according to the Company accounting policy to
present interest payments in operating cash flows and;
= variable lease payments not included 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 and disclosures 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 leases in its 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 as a sale

In the Company, both the short-term and the low value recognition exception have not been elected for any asset class.
As a result, 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.

Accounting for sale and leaseback — Transfer of an asset is not a sale

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

Accounting for sale and leaseback — Transfer of an asset is a sale

If control passes as defined in IFRS 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’) to a
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.

Sublease is a finance 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
investment in the sublease;

= recognize any difference between the right-of-use asset and the net investment (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.

At the commencement date of the sublease, if Magyar Telekom cannot readily determine the rate implicit in the sublease,
then it 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.

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.

Lessor accounting

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 presentation in
the financial statements departs from the legal lease form of the transaction and is based on the economic substance (i.e.
as if 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

17.2.1 Finance lease — Company as lessor

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

12.31.2020 12.31.2021
Minimum Minimum
Present Interest lease Present Interest lease
value component receipt value component receipt
Within 1 year............. 417 306 723 443 289 732
1-2 years .. 431 286 717 437 267 704
2-3 YearS...oueeerenns 425 264 689 376 246 622
3-4 years....nnn. 366 244 610 397 225 622
4-5 YearS....uereenns 386 223 609 412 203 615
After 5 years ........... 3,779 888 4,667 3,406 694 4,100
o) 7 | 5,804 2,211 8,015 5,471 1,924 7,395
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The interest component represents the unearned finance income. The present value due within one year is included in
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 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 — Company as lessee

Leases are mainly in respect of the rental of the new headquarters, mobile cell sites and sale and lease back of spaces in
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 leases is 4—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 17,444 18,514
Interest expense on lease liabilities ..o 5,397 4,446

Foreign exchange loss on lease liabilities .....ccocovvvreeeeeeeeeeee e 5,014 465
Gains or losses arising from sale and leaseback transactions ..........ccccevreneeee 1,984 -

The Company had total cash outflows for leases of HUF 21,136 million in 2021 (HUF 24,685 million in 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 million in 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 commencement is equal to or higher than the
guaranteed amount, and so the Company does not expect to pay anything under the guarantees.

As at 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 liabilities is HUF 88 million (HUF 123 million in 2020), which is 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

Total

3,011
2,833
2,699
2,583
2,171
5,214

18,511

4,533
4,139
3,887
3,782
3,233
6,267

25,841

EGYUTT. VELED

The Company has no lease income relating to variable lease payments that do not depend on an 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 VALUEB....eeeetcecccece ettt ssnn s 3,831 1,370 5,201
Accumulated depreciation ... ceceeeeeesseese s (1,538) (754) (2,292)
Carrying amount 01.01.2020 2,293 616 2,909
Carrying amount 01.01.2020 2,293 616 2,909
AJAIIONS e ss s esssees 166 311 477
Depreciation Charge ... enereereereereeeseseessessssessessessesesnenns (141) (120) (261)
Carrying amount 12.31.2020 2,318 807 3,125
12.31.2020

GrOSS VALUB ..ttt ettt sae s as s s s e s s ss s s s snennnnan 3,997 1,681 5,678
Accumulated depreciation ... (1,679) (874) (2,553)
Carrying amount 12.31.2020 2,318 807 3,125
Carrying amount 01.01.2021 2,318 807 3,125
Additions 83 1,128 1,211
DiSPOSAL vuvueeerereeeeesteee e sess e sses e ss et s s s ann s annnans (136) (159) (295)
DepPreCiation CHANGE ......ccrecreereeeeeeeeseecssssessessessessesssssessessessessssassassans (123) (334) (457)
Carrying amount 12.31.2021 2,142 1,442 3,584
12.31.2021

GrOSS VALUB..cueeeeeectet et ee e s st ee s ss s ss s s st s s st s anes 3,782 2,493 6,275
Accumulated depreciation ........eeeereeeeereeseesseessesssssessessessssssesens (1,640) (1,051) (2,691)
Carrying amount 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 in amounts 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 it is 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 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 to a customer. Control either transfers over time or at a point in time, which affects when revenue is recorded.

As a practical expedient, the Company applies the guidance to a group of contracts with similar characteristics instead of
to a single contract with a customer. A portfolio approach is 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. This implies that a portfolio of contracts
with similar characteristics does not necessarily need to refer to homogenous products being included in these contracts.

Main principles

= |f the Company performs by transferring goods or services to a customer before the customer pays consideration or
before payment is 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.
=  |nthe 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 what is 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.
= Laterrecognition 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.
= |n 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 to resell 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 hasdiscretion in setting the selling prices or determining the price of the service package where
another party’s service is already 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.
=  |f the promise to grant a 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 point in time 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 subscription and 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 to its 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 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
at the date when the 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 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 in a bundle with a service contract
for a period 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.

The revenue is determined for every component by distributing the transaction price to the individual components in
proportion to their relevant standalone selling prices.

18.2.2 System integration (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 in accordance 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 in Note 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 criteria is 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 obligation is not satisfied over time, Magyar Telekom satisfies the performance obligation at a point in
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 point in time.

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 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, cost incurred, time elapsed or machine hours used) relative to the total expected inputs to the satisfaction of
the performance obligation.

76



18.3 Revenue in the Statements of profit or loss and other comprehensive income

18.3.1 Disaggregation of revenue from contracts with customers

EGYUTT. VELED

2020 2021
Mobile revenue
VOICE FETAIL cuveureeerreerreetsesteest st sstses s st st s et es s s s st eeassesansen 110,725 105,910
V0ICE WNOLESALE .ttt s bbb nan 8,373 8,917
D= - 92,934 108,814
SIS et 19,268 22,599
EQUIPMENT ettt 88,077 94,525
Other mobile revenue 8,930 9,238
Total Mobile revenue 328,307 350,003
Fixed line revenue
VOICE FELAIL vttt n e e n b nenne 34,151 31,742
2T T=To o=V o [ =Y =1 PP 48,026 53,133
TV sttt 42,783 46,691
EQUIPMENT et 21,588 18,658
D = ] 7 1L OO 9,918 10,202
WHOLESALE ..ttt s bbb bbb bbb nnan 13,191 12,882
Other fixed-line revenue 15,305 14,569
Total fixed-line revenue 184,962 187,877
System integration and IT reVENUE .......ceceveeeereniereneereneeesereeeeeeeeeeeeeenes 10,862 10,412
Total revenue 524,131 548,292
Of which:
Revenue from contracts with CUStOMErS.....cvcceceereresccere e 520,852 544,419
OTNEI SOUICES wvreeereeeeeeete et eesse e tess s se s e e sssse et sse st sseassssssssseneanesan 3,279 3,873

*In the 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.

Equipment revenue is recognized at a point in time while service revenue is recognized over time.

None of the Company’s customers represent a significant source of revenue individually. 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) 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 — CUIMENT ...ocecrerereerrereree et sesenenen 12,006 13,158
Contract assets — NON-CUMENT .....eecoeeererererereerereesse s sseseneses 3,411 3,620
Contract liabilities — CUMTENTt ...ttt (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.......ccccoevvevecrererenenee. 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

ST T O (5,255) (6,068)

Impairment losses recognized on contract assets are disclosed together with trade receivables in Note 4.2.2.2. and
amounted to HUF 1,598 million as at December 31, 2021 (HUF 1,615 million in 2020).

As of December 31, 2021, the aggregate amount of the transaction price allocated to the remaining performance
obligation is HUF 175,330 million and the Company will recognize this revenue as services are rendered, which is
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 Other direct costs

Other direct costs include 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
service is rendered by the employees.

20.1.2 Share-based payments

Magyar Telekom recognizes the costs of services received from its 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 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 in a
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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 in the
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

As of July 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 can invest 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 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 met in 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 AG in cash at the same time participants are granted the DT shares therefore the closing balance of the program is
presented as a related-party financial liability in the Separate statements of financial positions as it 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 (2020: HUF 28 million) as expense for the program.

20.1.2.2 Long-term incentive program (LTI)

As of January 1, 2015, Magyar Telekom Company changed its existing LTl program, which turned it into a share-based
compensation program. The 2021 LTI 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.

LTlis payable in cash 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. Payment is due after the end of the program term depending on the
evaluation of the achievement of the pre-set targets (O to 150%).

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 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 KPI is EBITDA unadjusted. RPI 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
in the policy regarding the RPI, the first year was only considered as the year of eligibility. HUF 975 million was recognized
as expenses on 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 expenses in the Statements of profit or loss and other comprehensive income

2020 2021
Short-term benefits (Note 20.1.1) ....oeeeeeeeereereereetesseesesssess s sessesssssesssns 57,648 56,871
Termination benefits (NOte 20.1.4).....eeeeeeeereereereeeeieee st sesassaes 4,584 1,927
Equity-settled share-based compensations (Note 20.1.2.1)......cccvvvreernee. 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 63,484 60,250
EXPenses CapitaliZed ....crccrreeerereresires e ss sttt esassees (5,465) (4,150)
Total 58,019 56,100
Total costs expensed in relation to defined contributions (including social
SECUNITY CONTIIDULION) woverrereeeereeeereesseeesseessesesssessessessssssessesssssnsssessnsnsssessssnssnees 9,192 8,208
Average number of employees (full time equivalent) 5,278 5,042
Closing number of employees (full time equivalent) .......ceeeeeeeeeveeeeecrnne. 5,149 4,947
21 OTHER OPERATING EXPENSES

2020 2021

Cost Of Other PUrChased SEIVICES ... seeseeseessssses s sesssssessesens (a) 37,352 35,327
ULILITY T8X wrurereerererseseeseeseesesessssssssessssses s ssss s s s sssassssssss st s s sssesssssnsanes 7,211 7,187
Marketing EXPENSES ..cviucreececceece ettt setns 6,501 6,737
LT 0 Y 0T LY OO 6,714 5,819
Other Operating EXPENSES ...t eeeeeeese b se s s nanas 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 expenses in 2020 and 2021.

(a) Audit costs included in 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 statements 313 313
Other audit-related fees 2 5
Other non-audit-related fees 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 in relation to legal obligations and submissions required by regulatory provisions.
Review of the quarterly financial statements is 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
' R ' S

Gain on the sale of PPE, Intangible assets and assets held for sale - net.... 1,860 474
Income received for the relocation of our own NEtWOrk .....cceeeeeerevvererserenenes 796 901
[ 14 =Y OO 2,384 1,886
Total 5,040 3,261

23 INTEREST INCOME

Interest income on loans and receivables... .. 295 326
Unwinding of the interest component of provisions 362 -
Interest iINCOME frOM LEASES ...veveureeererereeererereree st sssseeeenes 445 289
Total 1,102 615

24 INTEREST EXPENSES
0 e

Interest expense payable on loans to related parties......oooeeevevereccserererenns 3,246 1,078
Other iNTEreSt EXPENSE uvuruecceertreessteer s s st ee st s st e s s s nsssneaen 3,589 6,439
Interest expense on lease liabilities .....cocrrrereerrrercnescerreeee e 5,396 5,696
Accretion / interest 0N ProViSioNs ........ececeeereesseseesessseeesssssses s sessessesssnss 168 654
Borrowing costs CapitalizZed .......ocuecueeueeereeeecerererieseeeeeseeessses st sesssssanes (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 asset is 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 ......coeceeerrereeenee 25,582 1,219
Other net foreign exchange l0SSEs / (GAINS) .. eererrereerermesressmesmessesssessessessssseesees 4,223 692
FEE BXPENSE .ottt e e 4,730 4,923
Losses / (gains) on the subsequent measurement of financial assets fair value

through profit and loss (other than derivatives) .......oererrenneenressesneessesseneens 38 11
Losses / (gains) on the subsequent measurement of financial liabilities at fair

value through profit and loss (other than derivatives) ........ccceereeeeeeeeeeseesesenns 9 14
Losses/(gains) on the subsequent measurement of derivatives contracted

WIith Telated PATTIES .ucveeecrcecteeeeseeeee st ssesss st s s s s sas st s s sssesassansanes (19,663) 3,988
Losses/(gains) on the derecognition of derivatives contracted with related

PAITIES ovvvvreeeeeereresessessessesssssss s s s sessessessesasssss s s s b s s s s s s s st s s s s s s s b st assansas b st s sssessnsansans (2,441) (10,960)
Total 12,478 (113)

The high amount of Losses / (gains) on the subsequent measurement of derivatives contracted with related parties in
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 was different. The realized gains on the
derecognition of derivatives contracted with related parties are higher in 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 receivable and 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
StONEDriAGE AD. e ns 4,938 4,085
INVESTEL KFL. ettt ea bbb b es - 1,000
31T PO 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).

82



mflm = = EGYUTT. VELED

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
are equal in 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) ..ocvveveeerrerrerneenes 72,722 66,274
Investments in Right-0f-USE @SSETS....cmrnrnernerrereeseeeessses s sesssseesssassanes (a) 41,785 24,230
Investments in intangible assets (Note 10).....ccceeeeeeeeereereeenereereereeceesens 108,153 104,692
Total investments in PPE and intangible assets 222,660 195,196
Capitalized asset-related grant ... (b) 1,313 (1,279)
Capitalized frequency fee Payable.........cceeereeveeeeesseeeessessessessessessesasssens (c) (37,343) (83,075)
Change in Right-0f-USE @SSETS e reseseseeseesse e sessesseseeeens (43,875) (24,230)
Change in trade payables relating to capital expenditures .........cceeuee... (d) (6,984) 3,338
Recognition / (Derecognition) of investment tax credit ......cooeeerereeereenee (e) 2,752 2,393
Cash payments for purchases of PPE and intangible assets............... 138,523 92,343

(a) For further information, please see Notes 9.2, 17.

(b) In 2021 HUF 1,287 million is paid by the government. It is 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
invoices is made subsequent to the recognition of the investment.

(e) For further information see Note 6.

29 PURCHASE OF SUBSIDIARIES

There were no payments on acquisitions considered as a subsidiary or a business combination in 2020 and 2021.
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30 CONTINGENT ASSETS AND LIABILITIES

30.1 Contingent assets

A contingent asset 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 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 provision is 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 but is not recognized because it is 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 it is unlikely that these claims originating from past events would result in any
material economic outflows or the amount of the obligation cannot be measured with sufficient reliability.

30.2.1 Guarantees

Magyar Telekom is exposed to risks that arise from the possible drawdown of guarantees, for which see more details in
Note 4.5.4.

31 PURCHASE COMMITMENTS

31.1 Property, plant and 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 within two years.

12.31.2020 12.31.2021

Property, plant and equipment 808 739
INTANGIDLIE ASSETS ..ttt 4,012 3,725
Total 4,820 4,464

31.2 Investments

As at 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 person or 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 significant influence over the reporting entity; or
= s amember of the key management personnel of the reporting entity or of a parent of the reporting entity.
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An entity 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 is an 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 is a member).

= Both entities are joint ventures of the same third party.

= One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

= The entity 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.

= The entity is controlled or jointly controlled by a person related to the entity or such a person holds a key position in
the reporting entity.

= The entity, or any member of a group of which it is a 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 at arm’s lengths basis, if the conditions are met.

32.1 Related-party transactions in 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.....ooceneeeerereneenenenens 2,300 - 19,768 20,696 - (89,675) - (12,454)
Subsidiaries ....evevererereennne 3,035 39 4,423 - 5,249 (11,218) (8,246) -
Associates and joint

VENTUTES .o 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.....ooceveeeernenernenenens 1,658 11 - 16,715 - (128,445) - (9,262)
Subsidiaries ....eveeererereennnes 1,596 154 3,023 - 4,994 (8,432) (8,570) -
Associates and joint

VENTUresS....oocireceeae - - - - - - - -
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 parties is related to DTIF.

No impairment was recognized for receivables from related parties in the reported years.
Lease receivables include the lease of a part of the Magyar Telekom headquarters to T-Systems Magyarorszag Zrt.
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32.2 Related-party transactions in the Statements of profit or loss and other comprehensive income

The tables below summarize the significant transactions with related parties as of December 31, 2020 and 2021:

Parent 3,298 (5,177) - (1,438) 22,110 (10,604) (12,454)
SUBSIIANIES oo 4950  (13,783) 8,671 (402) ) - -
Associates and joint

VENTUIES oot 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 4,225 (6,116) - (455) 6,972 (1,348) (9,262)
Subsidiaries ...ueeeeeeeens 4,549  (12,730) 5,728 (482) - (46) -
Associates and joint

VENTUIES wouveeeresereseresssennenes 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) A significant part of Other related parties is related to DTIF.
32.3 Transactions with Deutsche Telekom Group and the Federal Republic of 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 an indirect 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 a dependent company of the Federal Republic. Therefore, the Federal Republic and 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 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 significant influence.
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32.4 Board and Supervisory Board members

Remuneration of the members of the Board of Directors ......ceceeeeeeeeeeeeeeeecseenens 28 22

Remuneration of the members of the Supervisory Board ........ccccevevnerenirencerencenes 44 37

Loans granted to the members of the Board of Directors.....ccevveveevverereressenerenenes - -

Loans granted to the members of the Supervisory Board

32.5 Key management personnel

Key management has been identified as the members of the Company’s Chief Officers. The Chief Executive Officer (CEQ)
and the other Chief Officers (Chief Officers) together fulfill the Chief Operating Decision Maker (CODM) function in the
Company.

The table below shows, in total, the compensation expenses (including social security and other payroll-related taxes)
incurred by the Company in relation to the key management.

Salaries and other employee Benefits ... 712 1,152
Contractual termination EXPENSE ...c.cuerereerereereeerereererees et sessesesse s sesseeans 150 -
Share-based payments (NOte 20) ......overeererreereerrernesseesressesseessessesseessessessssssessesssssnessees 24 20

886 1,172

Costs expensed in relation to defined contribution plans (including social
SECUNTY CONTITDULION) wrerrtrreerrerreeee ettt sseeesseesnesessessnessessessnsssessnssnessnssnssnssees 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 subsidiaries issued 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:

BanK QUArANTEE ...ttt ettt eennn 1,731 1,726

For further information see Note 4.5.4.

33 REPORTABLE SEGMENTS AND INFORMATION ABOUT GEOGRAPHICAL AREAS

33.1 General information

The Group’s segments are reported in a 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 operates in 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
classification is the headquarters of the Company, all the realized revenue by the Company is in the 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 services is 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)
do not exceed 10 per cent of the Company’s revenue.

34 REGULATED MARKETS AND PROCEDURES

Magyar Telekom’s primary activities are the fixed-line and mobile operations in Hungary. These services are regulated by
European and 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 is an independent 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 mobile call termination rates
in the whole EU/EEA by a 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) 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 - 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 calls into its
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 Telekom is Hungary’s leading fixed-line broadband service provider in the wholesale market and one of the
leading ones in the retail market. In accordance 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
operators are 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 as an 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.

As a novelty 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 been introduced, 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-WAP service is to 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 a regulated cost-based price.

34.2 Spectrum procedures

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 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. On 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 extended in 2018.

The Company filed an auction bid in December 2011 with the NRA for the right of use of unused spectrum in the 200 MHz
frequency band, related to the provision of mobile telecommunications services. The spectrum can be utilized in a
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”. Blocks in 800 MHz / 900 MHz / 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 an aggregate amount of HUF 58,650 million:

= 2x10MHzin 800 MHz
= 2x2MHzin 900 MHz

= 2x30MHzin 2600 MHz
= 2x10MHzin 1800 MHz.

On October 15, 2014 Magyar Telekom and the NRA signed the Authority Contract on the use of the 800MHz, 200 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.

As a result of the last tender Magyar Telekom acquired frequency usage rights in 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 5G services”. Blocks in the 700 MHz / 2100 MHz / 2600 MHz and 3600 MHz frequency 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:

=  2x10MHzin 700 MHz
=  2x10MHzin 2100 MHz
= 1x120MHzin 3600 MHz.

As a result 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 in the subject of spectrum
licenses for 900 MHz and 1800 MHz bands”. 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 900 MHz band, and 12 lots of 2 x
5 MHz blocks were sold in the 1800 MHz band.

Magyar Telekom acquired 2 x 8 MHz in the 900 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 on fixed location and for national directory enquiry service. As a result of the procedure
MT lost two primary areas to serve (Szekszard — nr74 and Paks — nr75) and received a new one (Szeged - nré2).

The EECC brings a new framework in universal services as well — MT will likely 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
obligation is still to be investigated by the NRA.

34.4. End-user rights
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 I1.)

As of July 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 to implement the technical possibility to host an
Alternative Roaming Provider in its 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 Ill.)

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 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/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
changes in our processes.

35 EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period.

Budapest, February 23, 2022
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Tibor Rékasl \ Daria Aleksandrovna Dodonpla
Chief Executive Officer, Board member Chief Financial Officer, Board member
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INTRODUCTION

The Company’s activities are described in 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 REPORTING PERIOD
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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 AL reached HUF 216.3 billion
representing a 6.7% increase year-on-year.

We recorded a 4.1% rise in our investments in 2021, CAPEX after lease excluding spectrum licenses grew to HUF 109.3
billion, reflecting the further acceleration in 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 billion in 2021.

Network

In 2021, we continued our flagship investments in 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 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 MHz frequency bands in 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 to a
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 an index 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

As of 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 described in the following table:

Percentage of

Shareholder Number of shares share capital
Deutsche Telekom Europe B.V.... 617,436,759 59.21
0T 1107V = o =T U 379,528,245 36.40
TrEASUIY SNAES...vecceeeteee ettt ettt s et s enan 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 Rights and 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 adopt its
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. 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 in the 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 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 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 on its 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) as well as 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.......ccccoeveeeencne 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......ovevrrncrncrernrennns 1950 Consultant 2020
Ralf Nejedl..eeeeeeeeeeeene 1970 Senior Vice President B2B Europe, Deutsche 2016
Telekom AG
Frank Odzuck .....ccceevereeveceeererennnes 1959 Chief Executive Officer of Zwack Unicum Plc. 2006
Péter Ratatics ....cooeeeeeeeeereeereennnes 1982 Chief Operating Officer of MOL 2019
Tibor REKASI.....ueueeerereerereeeeeaeeaes 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.

1 Based on Government Decree no. 502/2020. (XI. 16.) the Board of Directors of the Company decided in the matters set on the
published agenda of the Annual General Meeting.
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2.3 Management

As part of the corporate governance simplification initiative, 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 been re-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 REKASH ...t 1973 Chief Executive Officer of Magyar Telekom Plc. 2013
Daria Aleksandrovna Dodonova....... 1976 Chief Financial Officer 2020
Melinda Szab0.....ccomereereenreereereenneens 1971 Chief Commercial Officer 2018
Zsuzsanna Friedl ......cocoveeeeeececreenene. 1977 Chief People Officer 2017
(G2 o o]l €] To I- NN 1976 Chief Commercial Officer Enterprise, Chief 2020
Executive Officer of T-Systems Hungary Ltd.
Lubor Zatko ... 1974 Chief Technology and IT Officer 2019

2.4 Supervisory Board

The Supervisory Board carries out its activities based on its 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 after income 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@azi.........cceeuee... 1972 Senior Vice President Chief Accounting Officer and 2020
Controller, TechnipFMC

Tamas Lichnovszky.....cceeeeueeeee 1962 Expert, People Unit, Magyar Telekom Plc. 2010

Andras Szakonyi.....oeeeeeeeereenenes 1973 Senior Vice President - Europe, Middle East and 2020
Africa, Iron Mountain

Zs0ltné Varga .....ecceeeeeeeeeeeeeeennnns 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 on its 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 in accordance with its 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 practices in
two ways. In the 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. In the second part of the report, the issuers should give an account on their compliance with each point of
the Recommendations in accordance with the "comply or explain" principle, including any reasons for derogating from a
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specific recommendation and/or proposal. When an issuer does not apply a recommendation or applies it in 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 on the same principle, issuers can also explain any derogations from the proposals.

Sections 1 to S of the above report include the description and operation of the Board of Directors, the Supervisory Board,
the relevant committees and executive management. Section 6 of the report includes 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. That is
why human resources management has a crucial part in the achievement of our sustainability targets. Our vision is to
operate in a 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 People focus

The business strategy of Magyar Telekom is centered around the realization of a digital business model that is based on
utilizing new technologies in service of consumer relationship management in order to build trust and drive value creation.
To achieve this goal, the human resources organization has been transformed to an even more efficient, agile, customer-
focused People Unit in 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 changes in the way we work and our working environment. Magyar
Telekom adapted its measures to the pandemic situation i.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 services in 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 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 been an increased effort in 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 out a methodology for a hybrid way of work in all roles
that allow such flexibility. In these cases, employees can independently 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 employees in 2021. As an employer Telekom grants dedicated L&D time for employees who are being
supported by a rich 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 with its purpose in 2021 the Magenta Alliance Foundation supports employees facing financial insecurities due
to the pandemic crisis. The Foundation is open for applications and accepts donations from all Magyar Telekom and T-
Systems employees. By the end of 2021, more than HUF 18 million in 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.:

2020 2021
MAGYAT TEIEKOM PLC. weveveereeeseeeeeeeeesssseeeeseeesssssseeeeseessssseessssessssssssessesssssseseseeses s 5,149 4,947

3.2 Policies

3.2.1 Policies and agreements

Code of Conduct

Microsoft Word - 426-M1_eng_7_0.doc_uj (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 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
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behavior manifested in this Code of Conduct and to endeavor them to ensure that they are also obliged to abide to its
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 Plan in 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 inclusion in 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 within its 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 an increasingly 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 Relations in 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
a key driver.

Suppliers’ Compliance: Magyar Telekom Group is committed to respect and protect human rights 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

As an obligatory 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 opportunities is 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 Plan in order to secure the practices of equal
treatment, the advancement of equal opportunities and the monitoring an improvement 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 Union in 2016
and, among 50 signatory companies Magyar Telekom has also underscored its dedication to safeguard diversity as a
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fundamental value. Magyar Telekom has been among the signatory companies in in the forthcoming years as well as in
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 in its own practices.

UN Human Rights Treaties ratified by Hungary — Magyar Telekom Group as a corporation legally registered in 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?CountrylD=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 operation is 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 applies 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 to its 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 conducts its 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 to issue such an auditing process in case of public complaints or issued requests. The
Inspectorate also provides counseling to the corporations in support of legal compliance.

3.3 Results of Policies
3.3.1 Diversity and Equal Opportunities

As one of the largest employers in 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-discrimination in 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 50+ employees. The
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corporate diversity and inclusion expert and the employee representatives discuss the conducts and results of the action
plan annually. 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 to realize the principle of equal treatment in practice. These measures are further assisted
by several measures implemented 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. In 2020 and 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 which is strictly regulated in internal directives.

One of the key objectives of the new group level corporate sustainability strategy 2021-2030 among climate protection
and digital inclusion is the improvement of diversity and inclusion experience on both customer and employee side. It was
launched in 2021 and is in effect until the end of 2030. The details of the Sustainability strategy 2021-2030 are going to
be presented in detail in the 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 parents in 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

As an employer, Magyar Telekom has issued the following actions in 2021 to improve the conditions of the employee
groups marked in the 2021-2025 Equal Opportunities plan.

As a mentor 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 writing and 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.

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 on and 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 to receive it on a
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
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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
modaules 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

As disclosed in the 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 at its disposal. As
the parent company of Magyar Telekom Deutsche Telekom Group is responsible for supply chain compliance auditing and
management on a 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. All employees 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 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 it is 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
in employee 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 management and employees

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 communication is 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 Act V 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 exist in respect of the
nominated persons. On December 31, 2021, there were two members of the Supervisory Board were employee
representatives. These members were Tamds Lichnovszky and Zsoltné Varga.
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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 agreement in its Social
Charter. In line 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 employees in order to establish a balance of
interests.

The Social Charter together with the long history of mutual respect and cooperation of the management and 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 Tavkozlési Agazati Szakszevezet, MATASZ). The agreement, which can be terminated by either party with three
months' notice, applies to all Magyar Telekom Plc. employees except the CEO, regardless of their union membership
status. Wage terms in 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
Act | of 2012 on the 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 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 in a 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 proven its success in the past years,
and trusts that the above support these highly-trained employees of up-to-date professional expertise in finding
employment elsewhere as soon as possible.

It is planned to reinvest 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 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’s individual 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.

105



mllm = = EGYUTT. VELED

3.4 Risk management

3.4.1 Providing educational and professional background

The educational pillar of Magyar Telekom’s Sustainability Strategy aims to improve 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.

Upon the initiative and by funding of T-Labs (Telekom Innovation Laboratories, Berlin) the faculty Data Science and
Engineering began to operate at E&tvos Lorand University from September 2016 as the first pillar of the EU Labs
researcher network. The role of Magyar Telekom is in 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 Puskéas 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 support in 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
given several career orientation lectures in the fall of 2021, along which the students could gain an in-depth insight in 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 2021 22 senior year university students joined Magyar Telekom as 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 events in the development,
elaboration and improvement of their innovation projects. In 2021 Telekom Kraft was home to 9 innovation projects. Apart
from individual 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-art in one of our stores
and later became one of the graphic designers of Telekom. Other examples include representation of talented young
video artists and directors in the Kraft video series. We have opened the KraftLab in Debrecen in 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 to its 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 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. As a
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.

As an employer dedicated to diversity as a core value, Magyar Telekom finds it important to raise the amount of women in
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 ratio in our senior management which we continued to maintain in 2021. The proportion of female leadership
in the overall management was 25.85%.

Magyar Telekom considers stress, overload and burnout related risk-reduction as its priority duty in relation to its
employees. In order to take charge of these risks by securing an empowering environment to develop and maintain a
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 a relative) a
longer period of unpaid leave is 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 employees in 2021: 123

= No. of Flexi-time employees in 2021: 1,202

= No. of Teleworking employees in 2021: 3,909

More women in leadership positions at Magyar Telekom Plc.
= Percentage of women in overall workforce: 35.5%

= Percentage of women in senior management: 25.85%

= Percentage of women in 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 Directors in their capacity as Board members was HUF 22
million in 2021.

The aggregate compensation of the members of the Supervisory Board in their capacity as Supervisory Board members
was HUF 37 million in 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 million in 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 is in accordance with the Labor Code and the Collective Agreement, for the contracts the
severance payment is 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 recruit employees 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. In addition, 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. In addition, 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 to innovative Hungarian SMEs, the research and development tasks are performed by the internal researchers
as well as the product and 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 education institutions. Our main partners are well-known Hungarian universities and
research institutes. 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, which is 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 idea in
their mind, but don’t have the necessary tools (infrastructure, environment, team). Further details in Note 3.4.1.

6 REAL ESTATE, SITES OF OPERATION

We have one of the largest real estate holdings in 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 to increase the utilization
of real estates and increase efficiency, we make efforts to sell our surplus properties.

6.1 The registered 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 vezér tere 25. 1. em.

= 1138 Budapest, Vaci ut 178.

= 1195 Budapest, UllGi at 201.

= 1191 Budapest, Vak Bottyan u. 75. a-c.

= 1024 Budapest, Lovéhaz u. 2-6. 2. em.

= 1123 Budapest, Alkotas Ut 53.

= 1062 Budapest, Véci it 1-3.

= 1117 Budapest, Oktdber huszonharmadika utca 8-10.
= 1033 Budapest, Huszti Gt 32.

= 1098 Budapest, Tavird utca 3-5.

= 1156 Budapest, Szaraznad utca 1-3.

= 1211 Budapest, Rédkéczi Ferenc Gt 154-170.
= 1087 Budapest, Kerepesi Ut 9.

= 1119 Budapest, Hadak Gtja 1.
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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 5S1% 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 100 m2. The largest site is our headquarters building (leased) located at Kényves
Kélman 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 kept in mind that the Group’s sustainable operation has a significant impact on
the society, the economy and the environment. In addition to playing an important 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. It is 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 it is 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 defines its 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 can only be achieved if considering all three
pillars of sustainability such as social, economic and environmental dimensions, the company approached these factors in
a comprehensive, credible and innovative manner. Until the end of 2030, climate protection, digitization and diversity are
in the 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 gigabit access and é million people
will achieve responsible digital maturity.

Diversity

In the previous period, diversity and equal opportunities have already been in 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 SRI sustainability index membership

= MSCI ESG rating AA (scale: CCC-AAA)

= |SS ESG B Prime rating (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

= Asa Family-friendly Mentor Company, Magyar Telekom founded the “Vandordij” Award

= Most Attractive Telco Workplace of the Year 2021 — initiating organization: PwC

= Magyar Telekom has been included in the 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, it is 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

= |ocal 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.

Activities related 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

110


https://www.telekom.hu/about_us/society_and_environment/sustainability_reports
https://s.surveyanyplace.com/s/stakeholderen

mflm = = EGYUTT. VELED

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 in 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 operation in 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 bottles in any 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 constituent in the FTSE4Good Index Series in 2021. The US based MSCI rated Magyar

Telekom into the category ‘AA’ on the scale CCC-AAA. The German ISS at 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
Telekom remained a constituent in the CECE SRI (formerly CEERIUS) Index on the Wiener Bérse as well.

Customers

Magyar Telekom would like to offer the choice to its customers who consider it as important as the company do to fight
against climate change to pick a service that serves the purpose of protecting the climate. That is why Telekom came up
with the ExtraNet Green 1GB option in 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 established its first LGBTQ resource group which initiated actions and process
development initiatives 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 ratio in Magyar Telekom's top management became balanced in
2020 and a number of measures were taken to further improve 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 with its
commitment to close the gap with at least one percent each year.

In July, the management of Magyar Telekom set up the Magenta Alliance Foundation to help colleagues in a 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 million in support for the more than 200 employees and their families.

Local communities

Magyar Telekom and the Hungarian Contemporary Architecture Centre continued to run community gardens in 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 Telekom it is utmost important 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 Telekom assesses 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 2016 is 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
in the education system and communication habits, Magyar Telekom's programs have also been renewed and moved to a
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 channel in 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
as digital parenthood, climate protection, fintech, safe internet usage and the Telekom Mobildonor program. A key aspect
in the production of the Podcast is to ensure that the guests and experts invited 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 solving all 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 in its 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 participant in the UNFCCC Race to Zero campaign in 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 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 to the 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 3000 international 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 Report is 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 first in the
environmental policy. The policy contains obligations for the members of Magyar Telekom Group both individually and as
a Group:

https://www.telekom.hu/static-tr/sw/file/Magyar_Telekom_environmental_policy.pdf

In addition to the policy, it has also issued 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)
in 2021, 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
activities is 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 operation is 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 is informed 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 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 decided that, in line 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 Results of the policies

As a leading 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
protection remains 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
targets in 2019 in response 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
a significant contribution to achieving 2050 climate neutrality through 5G, artificial intelligence, loT and cloud services,
but it can also increase 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
as a 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 year in a row - 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). 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 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 Agreement and 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 an increase in the energy consumption of mobile
networks with the spread of 5G. 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 to its 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 has implemented the
installation of solar systems in its own buildings in several stages. Magyar Telekom also provides an opportunity for its
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 unigue 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. It is an important 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 Regulation is 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,
but it is expected that the Magyar Telekom Group's sustainability strategy and its implementation may improve the
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 tCO.e (tons of greenhouse gas emissions in carbon dioxide equivalent), when purchased renewable was not
taken into account (location based emission)
= 18,220 tCO.e, when purchased renewable was taken into account (market based emission)

Group GHG emission by categories

= Scope 1: 12,767 tCO,e (at the moment location based equal to market based)
= Scope 2: 70,293 tCO,e 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. In addition, contracted partners of the Magyar Telekom Group also have to know and accept these
values, when registering 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. In 2017, 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 I1SO 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 — 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 against bribery 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 expects its
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 also includes 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 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. It is not allowed to provide any gift or invitation to an event to third parties if 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 to identify 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 measures in every quarter.

10 ECONOMIC ENVIRONMENT AND OUTLOOK

The global environment in 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 to improved 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 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 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 to increase further in line with the central bank’s rate hike steps and inflation is 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 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 vital importance. To ensure
the reliability and security of our networks and our leading position on the market, the management remains committed to
invest in 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 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.
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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 (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 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 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 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

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.

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 disclosures made by us to our shareholders and the investment community, are accurate and
complete, and fairly present our financial condition and results of operations in 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
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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.

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 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 to identify 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.
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 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 information is identified.

An internal regulation has been issued to define responsibilities of each employee in risk monitoring and management.

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 parts of our annual planning process. This allows us to take these opportunities into account
in our 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.
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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.

Legal risks

= 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.
= See also the compliance risk management activities.

Financial risks

= For details on financial risks and their management, see Note S of the Financial Statements.

= Developments in the technology and telecommunications sectors may result in impairment of the book value of
certain of our assets.

= Unpredictable changes in the Hungarian tax regulations may have an adverse effect on our results.

= Fluctuations in the currency exchanges rate could have an adverse effect on our results of operations.

= Economic trends in Hungary and in other countries could have an adverse impact on the value of our investments,
operating results or financial situation.

= The increasing 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 commodities 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).

= We test all key controls on an annual 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 at a proper price level.

Strategic risks

= We are subject to intense competition in the fixed business due to overlaps with our competitors on more and more
locations as a result of the network roll-outs.

= We are subject to intense competition in SI/IT segment, especially on public sector tenders.

= Adaption to new trends and technological changes in the telecommunications market (IoT, Big Data, Al, 5G) might be
a serious 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 on the Company's approach to sustainability risks and opportunities can be found in Note 7
“Sustainability” of the Business Report.

Risk management activities:

= We continuously invest in the development of our network, our objective is to have the best convergent network in
Hungary.

= We transform 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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= |norder to maintain trust and reputation we continuously inform our key stakeholders on our plans, risks and
achievements.
= We integrate digital initiatives into our long-term planning and align their technology and business strategies.

Operational risks

= The future of our current operational model is subject to currently unforeseeable changes in the future business
environment.

Risk management activities:

= We have a flexible business model. We closely monitor the competitive environment in all markets and respond
accordingly to both consumer and business segment needs.

= Qur price offers are competitive in the markets where we operate.

= We support our 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.
= We consider it of key importance to inform our customers in a timely manner about service problems thus 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 conduct among our colleagues via communication, campaigns and training.
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= Data protection incidents 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:

= Inorder to 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.

= We regularly 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. High risk 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:

= |nordertoreduce 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 result in 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:

= We operate a compliance framework program for the identification, regular assessment and mitigation of risks.

= We train our employees, run awareness raising programs that explain our ethical norms throughout the
organization and help the employees to understand their role in ensuring compliance.

= We support a culture where our colleagues can voice their concerns, so we can identify 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 billion in 2020 to HUF 548.3 billion in 2021, driven primarily by the growth in
mobile data and fixed broadband revenues.

Mobile revenues increased to HUF 350.0 billion in 2021 compared to HUF 328.3 billion in 2020, reflecting the continued
positive momentum in mobile data usage.

= Voice retail revenues declined by 4.3% to HUF 105.9 billion in 2021, reflecting tariff pressure.
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Voice wholesale revenues rose by 6.5% to HUF 8.9 billion in 2021, reflecting an increase in incoming mobile
traffic.

Data revenues grew by 17.1% to HUF 108.8 billion in 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.

SMS revenues increased by 17.3% to HUF 22.6 billion in 2021, primarily as a result of further growth in mass
messaging revenues coupled with higher usage driven by the increasing retail postpaid customer bases.

Mobile equipment revenues increased by 7.3% to HUF 94.5 billion in 2021, driven primarily by increase in the
average handset prices coupled with higher volume of export sales.

Fixed line revenues increased to HUF 187.9 billion in 2021, up from HUF 185.0 billion in 2020. The significant
improvements in broadband and TV revenues fully offset the decline in voice revenues.

Voice retail revenues decreased by 7.1% to HUF 31.2 billion in 2021, primarily due to a further decline in the
customer base.

Broadband retail revenues increased by 10.6% to HUF 53.1 billion in 2021, thanks to further growth of the
customer base that was coupled with continued strong demand for bandwidth upgrade transactions. 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.

TV revenues increased by 9.1% to HUF 46.7 billion in 2021, thanks to higher revenues reflecting the continued
expansion of the IPTV customer bases.

Fixed equipment revenues declined by 13.6% to HUF 18.7 billion in 2021, reflecting lower volume of the
equipment sold.

Data retail revenues rose by 2.9% to HUF 10.2 billion in 2021 thanks to higher revenue from leased line fixed
internet services.

Wholesale revenues were down by 2.3% to HUF 12.8 billion in 2021 reflecting lower voice services revenue
partly offset by higher network-related revenue.

System Integration (SI) and IT revenues recorded a decline of 4.1% to HUF 10.4 billion in 2021, compared to HUF 10.9
billion in 2020, driven by moderately lower project volumes in Hungary.

12.2 Direct costs

Direct costs increased from HUF 221.0 billion in 2020 to HUF 233.3 billion in 2021, primarily due to higher equipment and
interconnect costs.

Interconnect costs grew by 14.3% to HUF 19.2 billion in 2021, as increased off-network mobile voice traffic led
to higher payments to domestic mobile operators.

SI/IT service related costs declined by 7.8% to HUF 8.6 billion in 2021, reflecting lower volume of related projects
during the year.

Bad debt expenses were up by 14.3% to HUF 9.8 billion in 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.

Telecom tax was lower by 2.9% at HUF 26.8 billion in 2021, reflecting the absence of a one-off non-recurring
adjustment booked in 2020.

Other direct costs increased by 6.5% to HUF 168.9 billion in 2021, driven primarily by higher equipment costs
coupled with an increase in roaming and TV content outpayments.

12.3 Gross profit

Gross profit increased to HUF 315.0 billion in 2021, from HUF 303.2 billion in 2020, reflecting the increase in revenues.
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12.4 Employee-related expenses

Employee-related expenses improved by 3.3% year-on-year to HUF 56.1 billion in 2021, reflecting the combined impact
of the reduction in overall headcount and lower severance expenses.

12.5 Other operating expenses

Other operating expenses declined moderately from HUF 64.9 billion in 2020 to HUF 63.7 billion in 2021 thanks to broad
based cost saving measures implemented during the year that resulted in lower advisory and maintenance costs.
Hungarian utility tax was broadly stable at HUF 7.2 billion.

12.6 Other operating income

Other operating income decreased to HUF 3.3 billion in 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 billion in 2021 versus HUF 185.3 billion in 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 billion in 2021 from HUF 116.9 billion in 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 billion in 2020 to HUF 75.7 billion in 2021 thanks to the improvement in EBITDA
partly offset by higher D&A expenses.

12.10 Net financial result

Net financial result improved 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 shifts in 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 billion in 2020 to HUF 13.9 billion in 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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Tibor Rékasi - Daria Aleksandrovna Dodd'f\:)va

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 in accordance 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 a fair 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

Tibor Rekasi Daria Aleksandrovna Dodonova
Chief Executive Officer, Chief Financial Officer,
Member of the Board Member of the Board
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