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Significant Differences in Corporate Governance Practices for 
Purposes of Section 303A.11 of the New York Stock Exchange 
Listed Company Manual (“NYSE Manual”) 
 
Corporate governance principles for Hungarian stock corporations are set forth in the Companies Act. The 
Companies Act, along with other related laws and regulations, describes and summarizes the basic mandatory 
statutory corporate governance principles applicable for stock corporations in Hungary. 
 
In 2004, the Budapest Stock Exchange issued its Corporate Governance Recommendations (the 
“Recommendations”) containing suggestions related to corporate governance for companies listed in the Hungarian 
stock exchange, taking account of the most commonly used international principles, of experiences gathered in 
Hungary, and of the characteristics of the Hungarian market. The Recommendations were updated in 2007. 
 
We believe the following to be the significant differences between Hungarian corporate governance practices, as 
implemented by us and those applicable to U.S. companies under the NYSE listing standards. 

The Recommendations set forth mandatory provisions of law 
The Companies Act of 2006 requires companies listed on the stock exchange to prepare a Corporate Governance 
and Management Report that describes the actual corporate governance system of the company and contains the 
Declaration based on the Recommendations. The Recommendations, as expressed by the title, make suggestions 
regarding recommended applicable corporate governance practices for listed companies on the Budapest Stock 
Exchange. Issuance of the management report referred to above regarding the alignment and compliance with the 
Recommendations is mandatory beginning in 2007.   
 
The publication of a so-called “Declaration”, whereby the issuers provide information on their corporate governance 
practices in comparison with the contents of the Recommendations on a “comply or explain” basis, is mandatory for 
us.   
 
The Recommendations address four core areas of corporate governance. These are 

 (i) shareholders rights and treatment of shareholders;  
 (ii) the responsibilities of the Board of Directors and the Supervisory Board;  
 (iii) rules of committees; and  
 (iv) transparency and disclosure.  

 
In general, the Recommendations reiterate the responsibilities of the Board of Directors, Supervisory Board and 
executive management and encourage listed companies to go beyond the Hungarian legal requirements in the areas 
of corporate governance and disclosure. While the Recommendations touch upon many of the requirements under 
the NYSE Corporate Governance Rules, there are some differences. For example, while the Recommendations 
encourage listed companies to establish audit, nomination and remuneration committees, the Recommendations 
suggest that those committees be comprised of a majority of independent directors, rather than exclusively with 
independent directors. No provision addresses the corporate governance committee, shareholder votes on equity 
compensation or periodic meetings of non-management directors. The Recommendations however suggest the 
Board of Directors be responsible for and establish guidelines on a wide range of corporate governance issues, such 
as executive compensation, internal control, succession of departing directors and corporate officers, risk 
management, insider trading and corporate disclosure. 

Magyar Telekom has a two-tier board system 
A Hungarian public stock corporation’s shareholders have the power to decide under the new Companies Act 
whether they want to have both a Supervisory Board and a management board named Board of Directors or a unitary 
board structure. Under the Companies Act, the two boards are separate and no individual may be a member of both 
boards. Close relatives of a member of the Board of Directors may not be elected as a member of the Supervisory 
Board or vice versa at the same stock corporation. The members of both boards are appointed and removed by the 
general meeting and owe a duty of loyalty and care to the stock corporation.  
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The Board of Directors is responsible for managing the company and representing the company in its dealings with 
third parties. The Board of Directors is also required to ensure appropriate risk management within the corporation 
and to establish an internal monitoring system.   
 
Our Board of Directors, however, is not a management body. It does not conduct the daily operations of the 
Company. It has the authority to deal with all matters not reserved for the general meeting. Among other things, it 
approves the Company’s strategy and business plan, organizational restructuring actions of major impact, as well as 
the conclusion of major transactions, employs and dismisses the CEO and other Chief Officers, defines their 
remuneration, sets the targets for top management and evaluates their performance.   
 
The Board of Directors has set up the Management Committee composed of the CEO and all Chief Officers to 
conduct the day-to-day operations of the Company. 
 
The Supervisory Board of a stock corporation supervises the activities of the management for the general meeting. It 
acts as an independent body, elects a chairman from among its members, and passes its resolutions by simple 
majority. 
 
Although it is not permitted to make management decisions, the Supervisory Board has comprehensive monitoring 
functions, including advising the general meeting on a regular basis in decisions of fundamental importance to the 
company by virtue of preliminary analysis of core business reports and other submissions on the agenda of the 
general meeting within the exclusive scope of authority of the general meeting. To ensure that these monitoring 
functions are carried out properly, the Board of Directors must, among other things, regularly report to the 
Supervisory Board with regard to current business operations and business planning. The Supervisory Board may 
also request special reports from the Board of Directors or any senior employee at any time.   
 
The Supervisory Board of Magyar Telekom Plc. is subject to the principle of employee participation in the decision 
making process concerning the Company’s fundamental business direction. Under the Companies Act the 
employees have the right to nominate one-third of the Supervisory Board members. 

The committees required by the NYSE Manual are not fully required under the 
Companies Act 
Hungarian corporate law allows, but does not require committees to be established in business associations. The 
only exception is that public limited companies have to set up an Audit Committee consisting of at least three 
members. The Articles of Association of the Company may assign certain tasks in connection with the work of the 
Company’s auditor and internal financial control system to the Audit Committee under the Hungarian regulations.   
 
The Companies Act gives the exclusive right to the general meeting to establish the audit committee of the Company 
(the “Audit Committee”). The new law fully complies with the relevant U.S. laws and SEC regulations applicable for 
NYSE listed companies.   
 
The Audit Committee is a permanent committee beside the Supervisory Board; its members are elected by the 
shareholders from independent Supervisory Board members. 
 
We are required to disclose information concerning any “audit committee financial expert” (as defined in the relevant 
SEC rules) serving on our audit committee, the fees we pay to the auditors for various services and the policies we 
have for approving engagements of the auditors in advance. 
 
Aiming to further enhance accuracy and completeness of the information disclosed to security holders and investors, 
a disclosure committee has been established (the “Disclosure Committee”). This committee ensures that our 
disclosures are made in a timely manner and in line with the requirements of the applicable laws and the NYSE, the 
Budapest Stock Exchange or the Securities and Exchange Commission regulations. 
 
The Disclosure Committee, made up of individuals together knowledgeable in the significant and diverse aspects of 
the Company’s business, finance and risks, assists the CEO and the CFO in fulfilling their responsibility for oversight 
of the processes that assure the accuracy and timeliness of the disclosures made by the Company. 
 
The Board of Directors has established a remuneration committee (the “Remuneration Committee”) which performs 
the functions of both compensation and nomination committees. All its members are elected by the Board of 
Directors from among its own members. The Remuneration Committee makes proposals to the Board of Directors 
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regarding the nomination of CEO and Chief Officers, their compensation, bonus targets and monitors their 
performance. The Remuneration Committee is also responsible for the development of nomination standards and 
initiates the self-evaluation of the members of the Board of Directors. 

Hungarian corporate law generally requires shareholder approval for a wider range 
of transactions and activities than the NYSE Manual 
The NYSE Manual requires U.S. companies to seek shareholder approval for certain equity compensation plans and 
issuances of common stock. Under the Companies Act on the other hand, shareholder approval is required for 
amendments to the Articles of Association, certain corporate measures, such as the issuance of new shares and 
convertible bonds or bonds with subscription rights, the authorization to purchase the corporation’s own shares and 
other key corporate events. 
 
Shareholder approval in a Hungarian stock corporation is obtained in the General Meeting, which must be held at 
least once a year. At the General Meeting the shareholders elect their representatives to the Supervisory Board, the 
Audit Committe and the Board of Directors, approve the corporate governance and management report and the 
financial reports of the previous business year, resolve the appropriation of distributable balance sheet profit, may 
give relief from liability to the members of the Board of Directors and approve the rules of procedure of Supervisory 
Board. In addition, the corporation’s external auditor is appointed by a shareholders’ resolution based on a proposal 
by the Audit Committee pursuant to our Articles of Association.  


