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Report on the full year 2010 results of Magyar Telekom

Public targets achieved, some signs of recovery

Budapest � February 24, 2011 � Magyar Telekom (Reuters: MTEL.BU and Bloomberg: MTELEKOM HB), the leading Hungarian
telecommunications service provider, today reported its consolidated financial results for the full year of 2010, in accordance with International
Financial Reporting Standards (IFRS).

Highlights:

• Revenues were down by 5.3%, from HUF 644.0 bn to HUF 609.6 bn, in 2010. Retail voice revenues, both fixed and mobile, are
declining in all three countries, coupled with a decline in Hungarian data revenues. These declines were partly offset by growing Hungarian TV,
mobile Internet, and System integration/IT revenues. The appreciation in the Hungarian forint had a negative effect on the revenue contribution
from international subsidiaries (the forint strengthened on average by 1.5% both relative to the Macedonian Denar and the Euro in 2010). The
sale of Orbitel in January 2010 caused further HUF 2.4 bn revenue fallout last year.

• EBITDA declined by 14.5%, from HUF 249.1 bn to HUF 213.0 bn, with an EBITDA margin of 34.9%. Underlying EBITDA,
which excludes investigation-related costs, severance payments and accruals, and related provision reversals, as well as the telecom tax,
decreased by 5.5% to HUF 248.3 bn. Underlying EBITDA margin, also excluding the telecom tax, was 40.7% in 2010 compared to 40.8%
in 2009. This almost flat EBITDA margin reflects the strong cost-cutting measures shown in employee related and other operating expenses.

Details of special influences, telecom tax
and EBITDA performance (HUF bn) Q4 2009 FY 2009 Q4 2010 FY 2010
Investigation-related costs 1.3 6.4 0.3 2.3
Severance payments and accruals, provision
reversals 8.3 7.4 4.0 6.1
Total Special Influence 9.6 13.8 4.3 8.4
Telecom tax 0 0 27.0 27.0
EBITDA 46.8 249.1 26.0 213.0
Underlying EBITDA, also excluding telecom
tax 56.4 262.8 57.3 248.3
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• Based on a decision of the Parliament of the Republic of Hungary on October 18, 2010, Magyar Telekom is required to pay a
telecom tax on Hungarian telecommunications revenues. The 2010 tax liability for Magyar Telekom Group was HUF 27.0 bn, accounted as
other operating expenses in the Q4 financials. The tax advance payment in Q4 2010 amounted to HUF 27.7 bn.

• Profit attributable to owners of the parent company (net income) decreased by 17.1%, from HUF 77.6 bn to HUF 64.4 bn. The
decline was driven by the EBITDA decline, partly offset by lower net financial expenses and income tax. The decline in net financial expenses
was due to a significantly lower average interest rate and the lower average net debt level. The significant decline in income tax expense was
due to a HUF 14.6 bn decrease in deferred taxes related to tax law changes in Hungary (corporate income tax rate to decrease from 19% to 10%
from 2013) and lower current taxes due to the removal of the solidarity tax in Hungary from 2010, partly offset by the Macedonian tax law
changes that took effect from July 2010.

• Net cash generated from operating activities declined from HUF 193.8 bn to HUF 164.7 bn. The lower EBITDA was coupled
with higher working capital needs driven by several items, including higher advances, tax receivables and lower cash inventory sales, partly
counterbalanced by lower external trade receivables. These negative trends were partly offset by lower interest and other financial charges and
income tax paid. Interest and other financial
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charges declined compared to 2009 driven by a significantly lower effective interest rate. Income tax paid decreased mainly due to the removal
of the solidarity tax in Hungary and the tax shield from the telecom tax.

• Investment in tangible and intangible assets (CAPEX) decreased by HUF 10.1 bn to HUF 91.8 bn in the full year of 2010
compared to 2009. Of total CAPEX, HUF 18.2 bn is related to the Consumer Services Business Unit, HUF 3.3 bn to the Business Services
Business Unit, HUF 6.4 bn to Group Headquarters and HUF 44.0 bn to the Technology Business Unit. In Macedonia and Montenegro, CAPEX
spending was HUF 15.2 bn and HUF 4.6 bn, respectively.

• Free cash flow, defined as operating cash flow and investing cash flow adjusted for proceeds from / payments for other financial
assets, declined from HUF 82.0 bn in 2009 to HUF 77.5 bn in 2010. Operating cash flow was down by HUF 29bn mainly driven by the telecom
tax advance payment of HUF 27.7bn. The lower CAPEX spending, adjustments to cash purchases and lower amount spent on the purchase of
subsidiaries and business units could not fully offset the lower operating cash flow.

• Net debt increased from HUF 269.4 bn to HUF 289.4 bn by the end of 2010 compared to the end of 2009 as the total dividend
payment exceeded the free cash flow level. The net debt ratio (net debt to total capital) was 32.7% at the end of 2010.

Christopher Mattheisen, Chairman and CEO commented: �We are pleased to report that our revenue and underlying EBITDA, also
excluding telecom tax, registered more moderate declines than the previously guided 6-8% and 7-9% drop for 2010. Revenues were down by
5.3% and EBITDA, defined above, declined by 5.5%, which resulted in an almost flat EBITDA margin thanks to the strong focus on cost
efficiency. In line with our target, our CAPEX decreased by 10% year-on-year as a result of savings of HUF 10 bn. Despite a telecom tax
advance payment of HUF 28 bn, our free cash flow declined by only HUF 5 bn. These results also support our view that the Hungarian economy
has started to recover and we continue to see positive signs in customer spending.

The promising trends can mostly be observed in the Hungarian residential market: mobile usage clearly increased in 2010 and churn due to
non-payment significantly declined in the last quarters. The number of mobile subscribers returned to growth in 2010 after a slight drop in
2009. The growth in the number of TV customers and mobile internet subscribers remains unbroken. In addition, we successfully implemented
further cost cutting measures, notably in employee-related and other operating expenses. The stronger than expected results are, however, also
driven by the lower than expected impact of government austerity measures in 2010. As indicated earlier, rather than taking one big hit in 2010,
the impact will be spread over several years.

The above trends and impacts make us believe that our revenues will decline by 3-5% and the EBITDA by 4-6% this year, excluding special
influences and the telecom tax. In addition, we are aiming for a further around 5% reduction in CAPEX spending.�

Q4 2010 results analysis

Group

• Revenues declined by 3.9% in Q4 2010 compared to the same quarter in 2009. This was due to the declining fixed and mobile retail
voice revenues coupled with lower SI/IT revenues, which were down on the very strong results reported in Q4 2009.  Wholesale mobile
revenues in Hungary were affected by two termination fees cuts introduced in January and December of 2010. These could not be fully offset by
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the higher TV and mobile broadband revenues. The declining trend in fixed line Internet revenues stopped and showed a slight increase in the
fourth quarter, which had a small, but positive effect on revenues.

• EBITDA was down by 44.4% mainly due to the telecom tax. Underlying EBITDA, also excluding telecom tax, increased by 1.6% in
the fourth quarter of 2010 thanks to cost cutting initiatives aimed at reducing marketing, consultancy, material and maintenance expenses.
EBITDA margin, calculated from the above EBITDA, increased to 36.5% in Q4 2010, from 34.5% in Q4 2009.

Consumer Services Business Unit (CBU)

Revenues before inter-segment elimination fell by 1.3% to HUF 80.8 bn and EBITDA increased by 1.4% to HUF 42.3 bn in the fourth quarter of
2010 compared to the last quarter of 2009. The EBITDA margin grew from 51.0% to 52.4% driven by

2
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the lower employee related expenses which was mainly thanks to efficiency improvements and only partly due to lower severance-related
expenses. Underlying EBITDA declined by 0.8% and the underlying EBITDA margin was 53.2%.

• Fixed line revenues declined by 5.9% to HUF 31.2 bn in Q4 2010, driven by lower voice revenues as mobile substitution and
migration towards IP-based solutions resulted in increased customer erosion, putting pressure on both average tariff levels and traffic volume.
Although declining tariffs and migration towards lower priced packages puts pressure on Internet revenues, these increased by 1.0% as the
number of broadband customers increased by 11.3% to reach nearly 663,000 by year-end. Growth in the TV customer base remained strong at
18.8% resulting in an increase in TV revenues of 8.7%. The number of total TV customers was nearly 749,000 by the end of the fourth quarter
with growth driven by both the satellite TV and the IPTV service.

• Mobile revenues increased by 2.0% to HUF 49.5 bn in the fourth quarter. The slight increase in the customer base, higher usage and
the steady increase in the portion of postpaid customers successfully counterbalanced the unfavorable impact of lower effective tariff levels.
Voice wholesale revenues were negatively impacted by two 16% cuts in mobile termination fees effective from January and December 2010,
respectively. Non-voice revenues showed a 13.9% increase thanks to the 49.8% increase in mobile broadband subscriptions supporting the
growth in mobile Internet revenues. The inactivity ratio within T-Mobile�s customer base showed a steady decline throughout the year. At 4.9%,
it was the lowest among the three mobile service providers by the year-end. T-Mobile�s market share, based on active customers, increased to
44.8% and its total number of active customers was up by 2.0%.

Business Services Business Unit (BBU)

Revenues before inter-segment elimination were down by 10.0% to HUF 42.7 bn while EBITDA decreased by 11.3% to HUF 17.6 bn in the
fourth quarter of 2010. The EBITDA margin was 41.3%. Excluding special influences, underlying EBITDA was down by 13.6% and the margin
declined to 43.2%, reflecting the strong drop in high-margin voice revenues.

• Fixed line revenues were down by 10.7% to HUF 10.9 bn as business customers and the public sector reduced their
telecommunications spending. Fixed line voice revenue erosion remained high, coupled with significant price pressure, which was also prevalent
in other product categories.

• Mobile revenues decreased by 5.2% to HUF 16.9 bn driven primarily by declining average tariff levels that could not be offset by
higher levels of usage and the slight increase in our customer base. Furthermore, wholesale voice revenues were negatively affected by two cuts
in mobile termination fees effective from January and from December 2010, respectively. To preserve profitability, in addition to cost cutting
measures, the acquisition cost per new customer was also cut by 27.2%.

• SI/IT revenues were down by 14.5% to HUF 14.9 bn in the fourth quarter of 2010. The strong drop is due to the highly volatile
nature of IT projects, as full-year revenues were down by only 1.8%. Group-level SI/IT revenues were up by 2.0% year-on-year, as a result of
the consolidation of ISH which occurred in December 2009.

Macedonia
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In Macedonia, revenues decreased by 0.8% to HUF 18.8 bn in the fourth quarter of 2010 compared to the same period in 2009, with EBITDA
increasing by 19.7%. Excluding the FX impact (the Hungarian forint weakened on average by 2.0% compared to the Macedonian Denar in the
fourth quarter), revenues were down by 2.8% and EBITDA was up by 17.3%. Consequently, the EBITDA margin improved from 39.8% to
48.0% in the fourth quarter compared to the corresponding period of last year. This reflected the cost saving measures and the lower provisions
in the fourth quarter of 2010.

• Fixed line revenues were up by 5.6%. The increase in wholesale voice revenues, driven by growing incoming and transited traffic
volumes and higher settlement prices charged for international traffic termination, offset the decline in voice retail revenues. Internet and TV
revenues also increased as the demand for double and triple play packages rose.

• Mobile revenues declined by 6.4% in a fiercely competitive environment. The significant reduction in the prepaid subscriber base
and the competition-driven tariff reductions put pressure on revenues. At the same time, the customer mix improved slightly, which, together
with more widely used closed-user-group offers, resulted in higher MOU. Despite the increase in mobile Internet usage and the higher number
of SMS messages, non-voice revenues were flat due to promotions containing free and discounted SMS messages.

3

Edgar Filing: Magyar Telekom Plc. - Form 6-K

8



Montenegro

Revenues of the Montenegrin subsidiary increased slightly by 0.8% to HUF 8.1 bn in the fourth quarter of 2010 compared to the same period in
2009, with EBITDA declining by 18.8%. Excluding the FX impact (the Hungarian forint weakened on average by 2.6% against the Euro in the
fourth quarter of 2010 compared to the same quarter in 2009), revenues declined by 1.7%, while EBITDA was down by 20.8%. The strong
EBITDA drop was primarily driven by higher employee-related expenses due to an unfavorable Supreme Court decision regarding pension
contributions, and due to higher other operating expenses related to higher provisions for receivables, higher maintenance and marketing
expenses. The EBITDA margin fell from 39.8% to 32.1%.

• Fixed line revenues were up by 1.2% in the fourth quarter of 2010 from a combination of lower retail and wholesale voice revenues
and higher Internet and TV revenues. The decrease in retail voice revenues was due to increased mobile substitution and discounts offered in
new flat packages. The voice wholesale revenue decline was driven by a significant migration of international traffic towards Serbia where that
traffic is now transited by our competitors. On the other hand, both Internet and TV revenues increased considerably thanks to the strong growth
in the number of ADSL and IPTV customers driven by the strong focus on bundled services.

• Mobile revenues remained virtually unchanged with an increase of just 0.2%. The voice revenue decline was primarily driven by the
lower number of subscribers and a reduction in voice wholesale revenues. The decline in non-voice revenues reflects the lower customer base as
well as the lower SMS prices, compensated by higher content revenues from mobile payment and higher other revenues.

Technology Business Unit

Revenues at the Technology Business Unit declined by 12.9% to HUF 2.2 bn while the EBITDA loss was HUF -12.0 bn. CAPEX amounted to
HUF 17.3 bn in the fourth quarter of 2010.

Group Headquarters

Revenues before inter-segment elimination were down by 9.9% to HUF 31.2 bn. The revenue decline was mainly driven by lower wholesale
voice revenues, especially within mobile revenues, reflecting two 16% cuts in mobile termination fees in January and December 2010,
respectively. EBITDA loss came to HUF -33.5 bn as HUF 26.2bn of telecom tax (of the total of HUF 27.0 bn) was accounted at the
Headquarters. Excluding the telecom tax, EBITDA improved to HUF -7.3 bn mainly as a result of lower severance related payments and lower
investigation costs in Q4 2010 compared to the same period of 2009.

About Magyar Telekom

Magyar Telekom is Hungary�s principal provider of telecom services. It provides a full range of telecommunications and infocommunications
(ICT) services including fixed line and mobile telephony, data transmission and non-voice as well as IT and systems integration services. The
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business activities of Magyar Telekom are managed by two business units: Consumer Services (the home-related services brand T-Home and the
mobile communications brand T-Mobile) and Business Services (T-Systems brand). Magyar Telekom is the majority owner of Makedonski
Telekom, the leading fixed line and mobile operator in Macedonia and it holds a majority stake in Crnogorski Telekom, the leading
telecommunications operator in Montenegro. Magyar Telekom�s majority shareholder (59.21%) is MagyarCom Holding GmbH, fully owned by
Deutsche Telekom AG.

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

Forward-looking statements involve inherent risks and uncertainties. We caution you that a number of important factors could cause actual
results to differ materially from those contained in any forward-looking statement. Such factors are described in, among other things, our Annual
Report on Form 20-F for the year ended December 31, 2009 filed with the U.S. Securities and Exchange Commission.

In addition to figures prepared in accordance with IFRS, Magyar Telekom also presents non-GAAP financial performance measures, including,
among others, EBITDA, EBITDA margin, underlying EBITDA, underlying EBITDA margin and net debt. These non-GAAP measures should
be considered in addition to, but not as a substitute for, the information prepared in accordance with IFRS. Non-GAAP financial performance
measures are not subject to IFRS or any other generally accepted accounting principles. Other companies may define these terms in different
ways. For further information relevant to the interpretation of these terms, please refer to the chapter �Reconciliation of pro forma figures�, which
is posted on Magyar Telekom�s Investor Relations webpage at www.telekom.hu/investor_relations.
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For detailed information on Magyar Telekom�s Q4 2010 results please visit our website

(www.telekom.hu/investor_relations) or the website of the Budapest Stock Exchange (www.bse.hu).
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MAGYAR TELEKOM

Consolidated Statements of Financial Position - IFRS

(HUF million)

Dec 31, 2009 Dec 31, 2010
(Audited) (Unaudited) % change

ASSETS

Current assets

Cash and cash equivalents 34,270 15,841 (53.8)%
Trade and other receivables 110,353 114,625 3.9%
Other current financial assets 87,611 56,560 (35.4)%
Current income tax receivable 4,075 1,804 (55.7)%
Inventories 9,788 9,592 (2.0)%
Non current assets held for sale 3,269 2,152 (34.2)%

Total current assets 249,366 200,574 (19.6)%

Non current assets

Property, plant and equipment 550,745 549,752 (0.2)%
Intangible assets 335,615 332,993 (0.8)%
Investments in associates and joint ventures 186 77 (58.6)%
Deferred tax assets 1,890 913 (51.7)%
Other non current financial assets 27,682 24,033 (13.2)%
Other non current assets 893 664 (25.6)%

Total non current assets 917,011 908,432 (0.9)%

Total assets 1,166,377 1,109,006 (4.9)%

LIABILITIES

Current liabilities

Financial liabilities to related parties 70,573 72,208 2.3%
Other financial liabilities 36,332 46,647 28.4%
Trade payables 85,874 88,613 3.2%
Current income tax payable 624 661 5.9%
Provisions 12,692 7,722 (39.2)%
Other current liabilities 32,228 30,966 (3.9)%

Total current liabilities 238,323 246,817 3.6%

Non current liabilities

Financial liabilities to related parties 266,998 234,164 (12.3)%
Other financial liabilities 26,221 8,828 (66.3)%
Deferred tax liabilities 18,594 10,924 (41.2)%
Provisions 9,721 12,298 26.5%
Other non current liabilities 1,100 1,263 14.8%

Total non current liabilities 322,634 267,477 (17.1)%
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Total liabilities 560,957 514,294 (8.3)%

EQUITY

Equity of the owners of the parent
Common stock 104,275 104,275 0.0%
Additional paid in capital 27,379 27,379 0.0%
Treasury stock (1,179) (307) (74.0)%
Retained earnings 398,250 385,283 (3.3)%
Accumulated other comprehensive income 9,755 14,882 52.6%
Total Equity of the owners of the parent 538,480 531,512 (1.3)%
Non-controlling interests 66,940 63,200 (5.6)%
Total equity 605,420 594,712 (1.8)%

Total liabilities and equity 1,166,377 1,109,006 (4.9)%
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MAGYAR TELEKOM

Consolidated Statements of Comprehensive Income - IFRS

(HUF million, except per share amounts)

Year ended Dec 31,
2009 2010 %

(Audited) (Unaudited) change

Revenues

Voice - retail 128,133 106,623 (16.8)%
Voice - wholesale 21,322 21,317 (0.0)%
Internet 55,089 53,755 (2.4)%
Data 30,762 27,710 (9.9)%
TV 23,753 28,549 20.2%
Equipment 4,745 4,091 (13.8)%
Other fixed line revenues 10,276 7,588 (26.2)%

Fixed line revenues 274,080 249,633 (8.9)%

Voice - retail 192,704 185,967 (3.5)%
Voice - wholesale 41,563 36,815 (11.4)%
Voice - visitor 4,959 4,217 (15.0)%
Non-voice 56,188 57,789 2.8%
Equipment and activation 21,320 22,691 6.4%
Other mobile revenues 9,262 7,694 (16.9)%

Mobile revenues 325,996 315,173 (3.3)%

System Integration/Information Technology revenues 43,913 44,773 2.0%

Total revenues 643,989 609,579 (5.3)%

Expenses

Voice-, data- and Internet-related payments (71,583) (65,247) (8.9)%
Material cost of equipment sold (44,011) (41,037) (6.8)%
Payments to agents and other subcontractors (44,982) (51,143) 13.7%
Total expenses directly related to revenues (160,576) (157,427) (2.0)%
Employee-related expenses (101,918) (93,884) (7.9)%
Depreciation and amortization (101,920) (100,872) (1.0)%
Other operating expenses (135,305) (148,750) 9.9%

Total operating expenses (499,719) (500,933) 0.2%

Other operating income 2,863 3,448 20.4%

Operating profit 147,133 112,094 (23.8)%

Net financial result (32,813) (28,113) (14.3)%

Share of associates� and joint ventures� losses (109) (27) (75.2)%

Profit before income tax 114,211 83,954 (26.5)%

Income tax (20,958) (6,583) (68.6)%
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Profit for the year 93,253 77,371 (17.0)%

Exchange differences on translating foreign operations 6,159 6,617 7.4%
Revaluation of available-for-sale financial assets � before tax (6) 20 n.m.
Revaluation of available-for-sale financial assets � tax effect 0 0 n.a.
Other comprehensive income for the period, net of tax 6,153 6,637 7.9%

Total comprehensive income for the year 99,406 84,008 (15.5)%

Profit attributable to:
Owners of the parent 77,618 64,378 (17.1)%
Non-controlling interests 15,635 12,993 (16.9)%

93,253 77,371 (17.0)%

Total comprehensive income attributable to:
Owners of the parent 81,586 69,505 (14.8)%
Non-controlling interests 17,820 14,503 (18.6)%

99,406 84,008 (15.5)%

Basic and diluted earnings per share (HUF) 74.54 61.83 (17.1)%
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MAGYAR TELEKOM

Consolidated Statements of Comprehensive Income - IFRS

(HUF million, except per share amounts)

3 months ended Dec 31,
2009 2010 %

(Unaudited) (Unaudited) change

Revenues

Voice - retail 30,188 25,471 (15.6)%
Voice - wholesale 5,296 5,532 4.5%
Internet 13,429 13,487 0.4%
Data 7,480 7,445 (0.5)%
TV 6,752 7,625 12.9%
Equipment 1,271 1,088 (14.4)%
Other fixed line revenues 2,524 2,859 13.3%

Fixed line revenues 66,940 63,507 (5.1)%

Voice - retail 46,411 45,683 (1.6)%
Voice - wholesale 10,324 8,998 (12.8)%
Voice - visitor 838 629 (24.9)%
Non-voice 15,256 15,169 (0.6)%
Equipment and activation 7,060 7,957 12.7%
Other mobile revenues 3,039 2,641 (13.1)%

Mobile revenues 82,928 81,077 (2.2)%

System Integration/Information Technology revenues 13,507 12,393 (8.2)%

Total revenues 163,375 156,977 (3.9)%

Expenses

Voice-, data- and Internet-related payments (18,027) (15,632) (13.3)%
Material cost of equipment sold (16,424) (13,981) (14.9)%
Payments to agents and other subcontractors (12,029) (15,277) 27.0%
Total expenses directly related to revenues (46,480) (44,890) (3.4)%
Employee-related expenses (32,965) (25,967) (21.2)%
Depreciation and amortization (25,583) (26,644) 4.1%
Other operating expenses (37,740) (61,177) 62.1%

Total operating expenses (142,768) (158,678) 11.1%

Other operating income 604 1,081 79.0%

Operating profit 21,211 (620) n.m.

Net financial result (7,142) (6,632) (7.1)%

Share of associates� and joint ventures� profits / (losses) 7 (7) n.m.

Profit before income tax 14,076 (7,259) n.m.

Income tax (1,274) 16,971 n.m.
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Profit for the year 12,802 9,712 (24.1)%

Exchange differences on translating foreign operations 400 1,143 185.8%
Revaluation of available-for-sale financial assets � before tax (6) 20 n.m.
Revaluation of available-for-sale financial assets � tax effect 0 0 n.a.
Other comprehensive income for the period, net of tax 394 1,163 195.2%

Total comprehensive income for the year 13,196 10,875 (17.6)%

Profit attributable to:
Owners of the parent 10,183 7,483 (26.5)%
Non-controlling interests 2,619 2,229 (14.9)%

12,802 9,712 (24.1)%

Total comprehensive income attributable to:
Owners of the parent 10,393 8,291 (20.2)%
Non-controlling interests 2,803 2,584 (7.8)%

13,196 10,875 (17.6)%

Basic and diluted earnings per share (HUF) 9.78 7.19 (26.5)%
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MAGYAR TELEKOM

Consolidated Statements  of Cash Flows - IFRS

(HUF million)

Year ended Dec 31,
2009 2010 %

(Audited) (Unaudited) change

Cash flows from operating activities

Profit for the year 93,253 77,371 (17.0)%
Depreciation and amortization 101,920 100,872 (1.0)%
Income tax expense 20,958 6,583 (68.6)%
Net financial result 32,813 28,113 (14.3)%
Share of associates� and joint ventures� losses 109 27 (75.2)%
Change in assets carried as working capital (1,427) (8,364) 486.1%
Change in provisions (3,918) (4,194) 7.0%
Change in liabilities carried as working capital (4,231) (3,009) (28.9)%
Income tax paid (16,053) (11,419) (28.9)%
Dividend received 2,149 95 (95.6)%
Interest and other financial charges paid (38,627) (27,426) (29.0)%
Interest received 8,453 4,919 (41.8)%
Other cashflows from operations (1,604) 1,102 n.m.

Net cash generated from operating activities 193,795 164,670 (15.0)%

Cash flows from investing activities

Investments in tangible and intangible assets (101,866) (91,762) (9.9)%
Adjustments to cash purchases (8,362) 4,462 n.m.
Purchase of subsidiaries and business units (5,193) (1,534) (70.5)%
Cash acquired through business combinations 460 6 (98.7)%
Proceeds from / (Payments for) other financial assets - net (18,547) 34,327 n.m.
Proceeds from disposal of subsidiaries and associates 2,074 780 (62.4)%
Proceeds from disposal of property, plant and equipment (PPE) and
intangible assets 1,135 873 (23.1)%

Net cash used in investing activities (130,299) (52,848) (59.4)%

Cash flows from financing activities

Dividends paid to shareholders and Non-controlling interest (93,640) (91,819) (1.9)%
Proceeds from loans and other borrowings 190,617 190,797 0.1%
Repayment of loans and other borrowings (193,537) (229,545) 18.6%
Change in Non-controlling interests 0 (22) n.a.

Net cash used in financing activities (96,560) (130,589) 35.2%

Exchange gains on cash and cash equivalents 654 338 (48.3)%

Change in cash and cash equivalents (32,410) (18,429) (43.1)%

Cash and cash equivalents, beginning of year 66,680 34,270 (48.6)%

Cash and cash equivalents, end of year 34,270 15,841 (53.8)%
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Change in cash and cash equivalents (32,410) (18,429) (43.1)%

9
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MAGYAR TELEKOM - Consolidated Statements of Changes in Equity

in HUF millions

pieces
Shares of

common stock
Common

stock

Additional
paid in
capital

Treasury
stock

Retained
earnings

Cumulative
translation
adjustment

Revaluation
reserve for AFS
financial assets �

net of tax

Reserve for
equity settled
share-based
transactions

Equity of the
owners of the

parent

Non-
controlling

interests Total Equity

Balance at
December 31,
2008 1,042,745,615 104,275 27,379 (1,179) 397,684 5,797 (59) 49 533,946 62,601 596,547

Dividend (77,052) (77,052) (77,052)
Dividend
declared to
Non-controlling
interests 0 (13,481) (13,481)
Reduction in
capital as a
result of merger
with T-Kábel
and Dél-Vonal (3,072) 0 0
Total
comprehensive
income for the
year 77,618 3,971 (3) 81,586 17,820 99,406

Balance at
December 31,
2009 1,042,742,543 104,275 27,379 (1,179) 398,250 9,768 (62) 49 538,480 66,940 605,420

Dividend (77,053) (77,053) (77,053)
Dividend
declared to
Non-controlling
interests 0 (18,243) (18,243)
Share-based
compensation
program 872 (292) 580 580
Total
comprehensive
income for the
year 64,378 5,165 11 (49) 69,505 14,503 84,008

Balance at
December 31,
2010 1,042,742,543 104,275 27,379 (307) 385,283 14,933 (51) 0 531,512 63,200 594,712

10
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Summary of key operating statistics

GROUP Dec 31, 2009 Dec 31, 2010 % change

EBITDA margin 38.7% 34.9% n.a.
Operating margin 22.8% 18.4% n.a.
Net income margin 12.1% 10.6% n.a.
CAPEX to Sales 15.8% 15.1% n.a.
ROA 6.7% 5.7% n.a.
ROE 14.5% 12.0% n.a.
Net debt 269,429 289,386 7.4%
Net debt / net debt + total capital 30.8% 32.7% n.a.
Number of employees (closing full equivalent) 10,828 10,258 (5.3)%

Consumer Business Unit Dec 31, 2009 Dec 31, 2010 % change

Fixed line operations

Voice services (1)
Total voice access 1,740,619 1,587,192 (8.8)%
Payphone 14,788 11,897 (19.5)%
Total outgoing traffic (thousand minutes) 3,135,892 2,762,690 (11.9)%
Blended MOU (outgoing) 159 160 0.6%
Blended ARPA (HUF) 3,630 3,427 (5.6)%

Data products
Retail DSL market share (estimated) (2) 58% 63% n.a.
Cable broadband market share (estimated) (2) 19% 20% n.a.
Number of retail DSL customers 435,558 462,566 6.2%
Number of cable broadband customers 152,878 181,056 18.4%
Number of fiber optic connections 7,247 19,109 163.7%
Total retail broadband customers 595,683 662,731 11.3%
Blended broadband ARPU (HUF) 4,427 3,944 (10.9)%

TV services
Number of cable TV customers 406,841 370,212 (9.0)%
Number of satellite TV customers 156,142 254,188 62.8%
Number of IPTV customers 67,430 124,374 84.4%
Total TV customers 630,413 748,774 18.8%
Blended TV ARPU (HUF) 3,280 2,949 (10.1)%

Mobile operations

Mobile penetration (3) 117.7% 120.2% n.a.
Mobile SIM market share (2) 43.4% 43.4% n.a.
Number of customers (RPC) 4,343,672 4,416,312 1.7%
Postpaid share in the RPC base 35.2% 39.0% n.a.
MOU 126 138 9.5%
ARPU (HUF) 3,164 3,239 2.4%
Postpaid 6,454 5,956 (7.7)%
Prepaid 1,670 1,635 (2.1)%
Overall churn rate 27.5% 21.0% n.a.
Postpaid 15.1% 15.9% n.a.
Prepaid 33.1% 24.0% n.a.
Ratio of non-voice revenues in ARPU 16.7% 18.6% n.a.
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Average acquisition cost (SAC) per gross add (HUF) 7,680 6,570 (14.5)%
Number of mobile broadband subscriptions 326,384 488,867 49.8%
Mobile broadband market share based on total number of subscriptions
(2) 45.9% 47.8% n.a.
Mobile broadband market share based on subscriptions with data
transfer (2) 48.6% 43.1% n.a.
Population-based indoor 3G coverage (2) 65.4% 65.4% n.a.

Business Services Business Unit Dec 31, 2009 Dec 31, 2010 % change

Fixed line operations

Voice services
Business 100,172 86,439 (13.7)%
Managed leased lines (Flex-Com connections) 4,745 3,454 (27.2)%
ISDN channels 270,466 236,706 (12.5)%
Total lines 375,383 326,599 (13.0)%
Total outgoing traffic (thousand minutes) 656,372 557,319 (15.1)%
MOU (outgoing) 178 176 (1.1)%
ARPU (HUF) 5,162 4,880 (5.5)%

Data products
Number of leased line Internet subscribers 558 564 1.1%
Number of retail DSL customers 32,358 30,192 (6.7)%
Number of wholesale DSL access 161,270 130,965 (18.8)%
Number of total DSL access 193,628 161,157 (16.8)%
Retail DSL ARPU (HUF) 12,712 10,485 (17.5)%

Mobile operations

Number of customers (RPC) 775,912 792,106 2.1%
Overall churn rate 8.0% 8.2% n.a.
MOU 336 340 1.2%
ARPU (HUF) 6,458 5,926 (8.2)%
Number of mobile broadband subscriptions 102,161 135,583 32.7%
Ratio of non-voice revenues in ARPU 23.6% 26.3% n.a.
Average acquisition cost (SAC) per gross add (HUF) 8,280 6,030 (27.2)%
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