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MT IN A NEW TRANSFORMATION WAVE-TELEKOM 2017

MAGYAR TELEKOM TRANSFORMATION JOURNEY

_—

= |ntegrated
Fixed/Mobile/Cable/IT assets

= 3 screen Company approach

= Countrywide TV capabilities,
strong TV market position

= Building up IT / Sl capabilities

= Cross-and upselling focus

= Cost efficiency through
synergies, ceasing duplications

= ONE Company approach

ONE COMPANY

Interactive TV capabilities in mass
(HybridSat, ED3.0)

Mobile BB and smartphone leadership

Retention (e.g., Hoppa, energy retail)
and Multiplay (e.g., Paletta) focus

Beyond core market entry (energy
retail, insurance, payment, etc.)

Full ICT capabilities, solution focus
(Virtualoso, Enterprise solutions)

Best Employer Award
Continuous cost management (S4S)
TURNAROUND in revenue

BEND THE TREND

LIFE IS FOR SHARING.
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‘Diversified SERVICE
Provider - Telekom 2017’

2013 - 2017

Customer Servicing online/offline
capabilities at all touchpoints (eBusiness)
Agile operation in-house, automated,
simplified processes (eCompany)

Digital ecosystem with broad connectivity-
based digital home service portfolio
Further diversified growth portfolio in
retail servicing sectors (online/offline)
Full-scale ICT and platform service
capabilities (cloud, M2M, B2B2C)
Partnering and 3rd party business models
up and running

MT as the most highly regarded service
company

TURNAROUND in top- and bottom-line
secured for long run




OUR ACHIEVEMENTS JUSTIFY OUR STRATEGY -

EXCELLENT MARKET POSITIONS

MARKET SHARES IN HUNGARY*

80 % -
60 O/O -\ Fixed VOice
/Mobile voice
Mobile BB
40 % -
T Fixed BB
TV
20 9% - T
—/
0%

2007 2008 2009 2010 2011 2012
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TARGETS FOR EACH
MARKET SEGMENT

Fixed voice: keep churn at
low level

Mobile voice: keep market
share stable

Mobile broadband: keep
market leader position

Fixed broadband: increase
market share and remain #1

TV: keep interactive TV
market leader position

IT: grow continuously



QURAGHIEVEMENTS JUSTIFY OUR STRATEGY -

50%0

AT N
FIXED SERVICES

Near Core
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GRADUAL ECONOMIC RECOVERY EXPECTED IN HUNGARY

MILD GDP GROWTH AFTER CRISIS YEARS HIT HARD (CAGR)

-2.0% +0.4% +1.3%
TOTAL
OUTPUT

2007-2009 2010-2012 2013-2017

HOUSEHOLD CONSUMPTION (CAGR) INVESTMENT (CAGR)
MOST 2.3% -1.6% +0.8% -1.7%  -5.7% +0.9%
RELEVANT
COMPONENTS - - ] .
2007-2009 2010-2012 2013-2017 2007-2009 2010-2012  2013-2017
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OPPORTUNITIES IN A CHANGING TECHNOLOGICAL
AND CULTURAL LANDSCAPE

TECHNOLOGY

= High speed networks (fixed and CUSTOMER BEHAVIOUR
mobile)

| S leviees = Digitalization of generations

= Need for networks and
networking

= M2M and Cloud platforms
‘ = Need for “Hyperconnectivity”

NEW BUSINESS MODELS
= Partnering (B2B2C) becomes key
= New digitalized industries

= Applications driving new business
strategies
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CUSTOMER EXPERIENCE CENTRIC STRATEGY

DIVERSIFIED SERVICE PROVIDER

PEOPLE

COMMUNITY

E-TRANSFORMATION PARTNERING

ORGANISATION

PRODUCT SERVICE

NETWORK
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CUSTOMER EXPERIENCE CENTRIC STRATEGY

PEOPLE

PARTNERING
CUSTOMER AL
RET
TY
ENABLE

| e

NETWORK

1ON
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RS SFEREQRTEOLIQOF CORE, NEAR CORE AND

NEAR CORE

Diversified ‘
service

provider HSI and 4G rollout OTT platforms Digital Home and Office
2013-2017

Online transformation Smart device push E-commerce

Multiplay

ICT
provider Mobile BB focus Full ICT integration Insurance

2010-2012

Multiplay offers Smartphone push Energy

‘Hoppa’ flat offer Interactive TV M-commerce

Integrated

Fixed and mobile cross- and Countrywide SAT TV service | Content
Telco and SI/IT upse”S

operator
2007-2009

Building up SI/IT capabilities

Loyalty system
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CONTRIBUTIONS TO OUR TURNAROUND STORY

RESIDENTIAL SOHO/SMB ENTERPRISE
= Maximising customer value = Revenue growth via increased = Become a transformation
through bundling IT/cloud contribution partner in SI/IT

= Mitigate telco erosion

= Online capabilities
enhancing customer
experience

NEW SERVICES

= Find value in industries with a
strategic fit

= Strict financial and risk-
sharing criteria of entering
new markets

= Maintain technology leadership cOVERAG‘E HR

= Focus on efficiency in network

= Maintain holistic and strict cost
developments

management while upholding
employee satisfaction
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Technology status and outlook

Walter Goldenits
CTIO, Magyar Telekom

MT Supplier Day
16.10.2013
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Some questions...

Do we have the right sourcing models?
Are our vendors incentivized in the right way?
Which vendor is joining our journey ?

Which vendor is capable to speed us up for our
transformation ?

Which vendor is simplifying our architecture?
Which vendor add business value?

Which vendor is transparent and performing?

LIFE IS FOR SHARING.
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About us

°1st LTE player Lte

‘Best network

‘Biggest Hungarian
provider

Excellence In _
customer service

‘Best Employer
‘Best sustainability
report
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Hungarian core market development

Telecom & IT market forecast implies limited growth with

-

Hungarian market telco revenue development, 2008, 2012 (bn, HUF)

7

T 693

[ 27 Fixed data
S Pay TV
7~ G Vobile BB
358
312 Mobile voice
2008 2012

y

strong restructuring
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MT-HUNGARY OFCF
CASH FLOW UNDER STRONG PRESSURE FROM WORKING
CAPITAL, TAXES AND FREQUENCY FEES

EBITDA CAPEX Receivables/  Inventory Payables oFCF Taxes Frequen  oFCF with
. cy taxes and
w/o market invest and before frequency
taxes Other taxes
owcC
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The world changes

r— 1

n n m Network cost
(existing technologies)

m— oEnUES

mmm MNetwork cost
(future technologies)

Traffic
volume/
revenue

qb‘i:uce dﬂmmanL*

| Revenue and
traffic decoupled

— Profitability

Time

L J
Revenue and traffic are disassociated in
Increasingly data-dominant world
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Super user of now

T Source: http://www.youtube.com - Thomas Suarez, 6th grade student at a middle
EgE H ©H

HIFE 1S FOR SHARING. school in the South Bay of Los Angeles 20



Drivers of telco development
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TRAFFIC
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What happens in an Internet minute?

Houry of music

And Future Growth is Staggering

n 7P
T , the 2015, the
s I ‘ ol =2A

| networked devices the globol networked devices ok
¥ - "'ﬁ
N
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Exploit existing infrastructure and deploy new technologies

Mobile Fixed
10,000 0 * NGPON/WDMPON
9000 @ VICOMAHSPA * GPON ——— 200+ Mbps as
2 8000 O GoweDGE massproduct
T W @ TD-scowA J
g CDMA
§ o 0 oter
5 500 |4
S 4o « ED3.0 > = Segmentation
‘% 3,000
2 o0 )
1,000
5 . \DSL  DSM
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 .
. ADSL Vecto.rlng
* Bonding
% J )
LTE versus 3G trend depends We have to find the
on the intense of investment to LTE optimal technology mix
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It's about enabling new services

-

Home
automation

Home security

B
Gi‘iiift) &

Energy and
insurance

More to come

LIFE IS FOR SHARING.

Ready for new services
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It's about cost efficiency

All IP Transformation
*SDN

*SON

*Cloud

T Transformation
A J

] I " E LIFE IS FOR SHARING.

Magyar Telekom
Technology Architecture

xxxxxxxxx

25



Overall ,As Is” application architecture

?

_—
‘

Office
}

il Eig
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IT strategy direction: business-focused It
IT Is a key enabler and even a differentiator.

/

IMPLEMENTATION OF BUSINESS-
CRITICAL IT PROJECTS:

CRM, BILLANGO PROJECT
ONLINE FRONTEND (ATG INTRODUCTION)

STRATEGIC VENDOR MANAGEMENT:
DEDICATED DEPARTMENT
ALIGNMENT WITH PROCUREMENT

(&

o

BUSINESS TECHNOLOGY ROADMAP:
TARGET ARCHITECTURE VISION BY 2017
TIMEPLAN FOR MAJOR IT PROJECTS

OPERATIONAL EXCELLER
EFFICIENCY:

AGILE METHODOLOGY (REDUCE T2M)
COST REDUCTION ACTIVITIES
SIMPLIFICATION & STANDARDIZATION
CONTINUOUS QUALITY IMPROVEMENT

DEMAND & PORTFOLIO MANAGEMENT

LIFE IS FOR SHARING.
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Implementation of TU vendor management

Process
' B

b

Why do we implement

* Improve delivery quality

* Improve innovation capability
* T2M reduction

* Vendor risk mitigation

* Improve the two-way
communication

« Strengthen cooperation
 Harmonized strategies

] I " E LIFE IS FOR SHARING.

How do we implement

Continuous management attention and
support

Multi-step introduction of VM process by
2014 Q2

Define one gate functions (Sponsor and
Vendor manager)

Systematic evaluation based on objective
KPIs

Regulated communication and escalation

Well defined responsibility and task
distribution between VM and Procurement
Directorate

28



It's about customer experience

Changing company
= Agile
= Online
= Flexible

Changing technology
= Enabler
= T2M reduction
= Quality awareness
= Architecture simplification

Changing mindset
= Customer in the focus of technology

LIFE IS FOR SHARING.

29



In the future Technology Is all about

Speed of
= Technology
= |nnovation
= Activities

Cost efficiency
= Network modernization
= |T architecture simplification
= Application retirement

Quality of
= Fixed, mobile and core IP network
= Services
= |T systems

LIFE IS FOR SHARING.

30



LIFE IS FOR SHARING.

31



backup



Device boom drives IP traffic

Internet of Things
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Megfelelosegi szempontok
a Magyar Telekom beszallitol
kapcsolataiban

Eifert Zsuzsa
Csoport megfeleldségi vezetd



Megfeleloseég a Magyar Telekom Csoportban
A megfelel6ség jelentdsége

Magyar Telekom Csoport megfelel6ségi programjanak kialakitasakor a cél annak biztositasa volt,
hogy a Magyar Telekom Csoport (izleti tevékenységét maximalis tudatossaggal és
elkdtelezettseggel, a vonatkozo torvények €s jogszabalyok betartasaval, az etikus Gzleti

magatartas legszigorubb normaival 6sszhangban végezze.

= Er6s6dé nemzetkdzi elvaras, hogy a piaci szereplék rendelkezzenek megfelel6ségi rendszerrel,
megfelel6ségi tanusitvannyal,

= A megfelel6ségi kockazat egyre jelentdsebben befolyasolja a Magyar Telekom nyereségességét

és hirnevét.

= A Magyar Telekom Csoportot tdbb tézsdén is jegyzik, mint példaul a budapesti, a maceddn és a
montenegroi tdzsdén. A sok kilonb6zd jogrendszer alatti mikodés miatt is igen exponalt

helyzetben van megfeleléség szempontjabal.
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A megfelel6ségi rendszer

Csoport megfeleloségi vezetd

Megfeleloségi stratégia, kockazatértékelés, sztenderdek kialakitasa

w _ Felderités és kapcsolodo
Tudatositas Megel6zés . " P
valaszlépések
: . : : Bejelentésre szolgal6 csatornak
Személyes képzés Iranyelvek és folyamatok P >
miikodtetése

Felderito jellegl ellen6rzések

avoktatas

Folyamatos monitorozas és jelentéskészités

Kommunikacio

] I " E LIFE IS FOR SHARING.



ALTALANOS IRANYELVEK

= Tisztesseges Uzletl magatartas szabalyainak betartasa

(Makodeési Kodex, Korrupcioellenes szabalyok)

= Atlathatosag és esélyegyenléség a beszallitdi kapcsolattartas

minden fazisaban (Beszerzési szabalyzatok)

= Sz4llitd felek megismerése (Atvilagitasi kovetelmények)

LIFE IS FOR SHARING.



A MUKODESI KODEX KOZOS ORIENTACIOS KERETET
BIZTOSIT




A Mukodési Kodex tartalma

- Magatartasbeli kovetelmények uzleti kapcsolatok
soran az alabbi teruleteken

= Aktiv és passziv korrupcio — zéro tolerancia

- Beszerzéesek tisztasaga

» Szponzoracio, adomanyozas

= Politikai erintettség

« Pénzmosas tiltasa

- Bizalmas adatok kezelése

- Titoktartas

- Bennfentes informaciok kezelése

- Osszeférhetetlenségi helyzetek szabalyozasa

] I " E LIFE IS FOR SHARING.



Az uzleti kapcsolatok atlathatosaga

- Szerzodéses kapcsolatok uzleti indokoltsaga
= A szerzodo fél kivalasztasanak moddja
Egyszereplds beszerzési folyamatnal indoklas szikséges

- A szerzodes tartalma
= Szolgaltatasok részletes felsorolasa hataridokkel

- A szerzédés pénzugyi tartalma
= A szolgaltatas és ellenszolgaltatas egyenértéklisege
- Piaci arak alkalmazasa
- Az arképzes atlathatosaga
- A fizetési feltételek egyeértelmisége
- Pontos Utemezes
- Akifizethetéseg feltételeinek rogzitése

- A kifizethetdség alapja a teljesités dokumentalt igazolasa

] I " E LIFE IS FOR SHARING.



Minimum elvarasok
1. Atvilagitas

Szerz6déses kapcsolat |étrejotte elbtt atvilagitas
szukseges

= Az atvilagitas melységét a szallito szemeélye, a megrendelt beszerzesi
szolgaltatas/termék tipusa, illetve beszerzési folyamat (a szallito
kivalasztas) modja hatarozza meg

= Beszerzési regisztracio megléte
= Cégkivonat ellendrzése
= SzerzAd4 fél nyilatkozat bekérése a szerzddés tipusanak fliggvényében

= Egyéb informacio, dokumentum bekérése, amennyiben
tovabbi kerdesek merulnek fel (szallitoi referencia,
tulajdonosi kor tisztazasa stb.)
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Minimum elvarasok
2. Kotelez0 szerzodeéses elemek (nem teljeskori lista)

= Korrupcioellenes klauzula
= A szolgaltatasok/termékek részletezett arkalkulacioja

= A szolgaltatasok részletezett, a teljesités igazolasara
alkalmas modon valo felsorolasa

= Kitoltott, a felek altal alairt teljesités igazolasi
bizonylat/atvételi bizonylat a kifizetés feltétele

= A teljesités igazolasat alatamaszté dokumentumok
meghatarozasa a szerzodésbhen

- A szerz6dés minimum két Magyar Telekom dolgozé
altali alairasa

] I " E LIFE IS FOR SHARING.



Atlathatésag és esélyegyenléség a beszallitoi
kapcsolattartas minden fazisaban

Ajandékok és rendezvényre valé meghivasok felajanlasara és elfogadasara
vonatkozo6 altalanos szabalyok (1)

A Makddési Kodex alapvetd iranymutatasa alapjan, a munkavallalok abban az esetben ajanihatnak
fel, illetve fogadhatnak el ajandékokat és meghivasokat, amennyiben:
a munkavallalo kozvetlen felettese errél tajékoztatast kap;
az ilyen ajandék/meghivas nem gyakori;
az ilyen ajandékot/meghivast nem kérték;
az ajandék/meghivas nyilvanossagra kerulése nem hozza kellemetlen helyzetbe a
Csoportot vagy az érintett személyt;
az ajandék/meghivas értéke ésszerii és nem tulzo;
az ajandék/meghivas adasat vagy elfogadasat nem tiltja a harmadik fél munkaltatdja;
es
annak elfogadasa nem minésiil konfliktusforrasnak, dontést befolyasolé tényezének
vagy nem okoz egyéb fuggelmi viszonyt.

Ajandékok és meghivasok esetében még annak latszatat is el kell kerllni, hogy az tzleti partner
tisztességtelen befolyasolasara torténik kisérlet.

Ezért az lizleti dontésekhez idoben és tartalomban szorosan kapcsolodoé ajandékok és
rendezvények felajanlasa és elfogadasa nem engedélyezett.
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Atlathatosag és esélyegyenléség a beszallitoi
kapcsolattartas minden fazisaban 2.

Ajandékok és rendezvényre vald meghivasok felajanlasara és elfogadasara vonatkozo
altalanos szabalyok (2)

A vélt vagy valéban nem elfogadhato esetek elkerllése érdekében, a munkavallalok szamara tilos
kozvetleniil vagy kdzvetetten elfogadni vagy adni barmely, az alabbiakban felsorolt
juttatasokat harmadik félnek/féltol:

= barmely 10.000 Ft. érték feletti ajandék,

- készpénz vagy azzal egyenértekl eszkoz (pl. ajandékutalvany);

= személyre sz6l6 uidiilés vagy hétvégi utazas;

= kolcson (kivéve a bankok vagy egyéb pénzugyi intézmenyek altal a
szokasos Uzletmenet keretében nyuijtott hitelek);

= arengedmény (kivéve az altalanossagban vagy a Csoport munkavallalo
szamara elérhet6 arengedmeények);

= személyes haszndlatra adott harmadik fél/Magyar Telekom tulajdonaban all6

vagyontargy, pl. nyaralo, gepjarma,

a privat cimre kuldott ajandék értéktdl fuggetlendal.
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Atlathatosag és esélyegyenléség a beszallitoi
kapcsolattartas minden fazisaban

Osszeférhetetlenség:

= A szallito tajekoztassa a beszerzési kapcsolattartot irasban,
amennyiben tudomasa van arrdl, hogy tagjai, tulajdonosai,
munkavallalor kdzott van olyan személy, aki a Magyar Telekom
alkalmazasaban all.

= Ugyanez a kotelezettsége fennall a Magyar Telekom
munkavallalonak is.
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HUNGARIAN OPERATION
EARLY SIGNS OF EBITDA STABILIZATION

12-MONTH CUMULATED REVENUES, DIRECT MARGIN AND EBITDA W/O Sl

Ja Fbe Ma Ap Ma Ju jy Au Se Oc No De Ja Fe Ma Ap Ma Ju
n r r n

y y g pt t % c n b r r y n
’1
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TAXES PUTTING PRESSURE ON EBITDA

a. 25[ ca. 28 SPECIAL TAX TELECOM TAX UTILITY TAX
24.3
1.
2014F

3 years ending : - : o
DURATION 2012 indefinite indefinite

fixed
revenue-based : _
sector tax traffippased tax infrastructure

individuals: based tax

6.5% of HUF 125/metre

CALCULATION METHODOLOGY telecom on length of
revenues o ducts
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GROWING MSH ON MOBILE MARKET

=g Telekom active=l= Vodafone active=@== Telenor active
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CONTINUOUSLY INCREASING FIXED BB AND

—== M|T === DI|G| == Others —=— MT ==0- Invitel =@ Others
5 - @ UPC o Invitel —&— UPC —&— Tarr
31 - —0— DIG| —&=— Mindig TV extra
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_ T
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MT-HUNGARY OPEX AND CAPEX STATUS YOY
STARTS SPENDING ON NEW PROJECTS

B New projects B New projects |
I BAU OPEX 1 Fix and mobile BE

2012 2013
H1 H1
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MT-HUNGARY OFCF
CASH FLOW UNDER STRONG PRESSURE FROM WORKING
CAPITAL, TAXES AND FREQUENCY FEES

EBITDA CAP Receivables/ma Invento Payables oFCF Taxe Frequen  oFCF with
: cy taxes and
w/o EX rket invest ry and before S frequency
taxes Other taxes
owcC
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HOW WE SEE OUR FUTURE



GRADUAL ECONOMIC RECOVERY EXPECTED IN HUNGARY

MILD GDP GROWTH AFTER CRISIS YEARS HIT HARD (CAGR)

-2.0% +0.4% +1.3%
TOTAL
OUTPUT

2007-2009 2010-2012 2013-2017

HOUSEHOLD CONSUMPTION (CAGR) INVESTMENT (CAGR)
MOST 2.3% -1.6% +0.8% -1.7%  -5.7% +0.9%
RELEVANT -—-—_—
COMPONENT
2007-2009 2010-2012 2013-2017 2007-2009 2010-2012  2013-2017

Source: Internal assumptions
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BUILDING BLOCKS OF TURNDAROUND STORY

RESIDENTIAL SOHO/SMB ENTERPRISE
= Maximising customer value = Revenue growth via increased = Become a transformation
through bundling IT/cloud contribution partner in SI/IT

= Online capabilities
enhancing customer
experience

= Mitigate telco erosion

TED
SYSTEMS ADIUS
T RGIN TURNAROUND

N 2015

NEW SERVICES

= Find value in industries with a
strategic fit

= Strict financial and risk-

new markets

TECHNOLOGY UT‘:)
= Maintain technology leadership %O\IERAGE

= Focus on efficiency in network
developments

HR

= Maintain holistic and strict cost
management while upholding
employee satisfaction
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A SHIFT TOWARD A MORE DIVERSIFIED SERVICE

PORTFOLIO

REVENUE STRUCTURE*
2010
93% 90%
7% 9%
0% 1%
= Business model IT becomes an

integration

= Telco portfolio
expansion with
value added
servicesand TV

*Hungarian revenues only

integral part

Further leverage
on integrated
operations

2012

84%

10%
. I

6%
= Significant scale

in further non-
core services

= Multiplay as a
basic offering

Core / Near core

2017E

67%

15%

- 18%

= Most highly regarded
diversified service
provider

= Sustained cash
generation with reversal
in EBITDA trend

B SI/IT W Beyond core
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DISCIPLINED COST MANAGEMENT, DECLINING CAPEX
éH&EI(l}IT%PENDING FROM BAU TO NEW BUSINESSES AND

INDIRECT OPEX* DEVELOPMENTS CAPEX** DEVELOPMENTS
HUF bn HUF bn

250 - 100 A CAGR: ca.-3%
CAGR: ca. -2%
200 -~ 80
150 60 -
100 - 40
50 - 20 +
0 - 0
201 201 2017 201 2014 2017
0 2 E 2 E E

*Indirect OPEX excluding D&A, SEC/DOJ investigation-related costs, special, telecom and utility taxes
**Capex
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NEAR AND MID TERM FINANCIAL OUTLOOK

2013 GUIDANCE 2014 TARGETS 2017 TARGETS
REVENUE increasing at a CAGR of ca. 2% compared to 2012

declining at a CAGR of 6%-8%
EBITDA 9-12% decline < S surpassing 2013 level
compared to 2012

CAPEX* abso'“teb%zE;(o;: deciine around HUF 87bn around HUF 80bn

FCF bottoming out in 2014 and surpassing 2012 level by 2017

*excluding spectrum license fees
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THANK YOU!



