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STRONG MOBILE PROFITS LEAD 2002 FIRST QUARTER RESULTS

RUDAPEST - May 15, 2002 - Mathv (NYSE: MTAN and BSE: MTAVY.BU), the leadng Hungerian
telecommmicutr xus sexvice provider, today reparted its consolidated finsncial resules for the first quarter
2002 accorimy -2 International Aceeumting Standerds (JAS).

Total revenies grew by 9.7% (19.4% ip EUR terms) to HUF 141.0 bn (EUR 578 mm) in Q1 2002
compared (1» Q1 2001 primarily due to the revenue growth of mobile and internationasl businesses,

EBITDA ruached HUF 58.9 bn (ap by 9.8%) and ERITDA margin rematned stable at 41.7%.

lﬁxedlinewgmzntEBerAma:gmgrewshghﬂytoMS%dnmbylmedHnemddm
trenamiegio: revenus growth and lower paymants to other petworlk operatars, offset by a moderate fall

- in traffie re, eoues.

Mobile seginent revennes incysased by mare than 20% mainly driven by = strong increase in the
number of 1ustemers. EBITDA margin grew to 35.6% in Q1 2002 from 31.9% a year ago. Westel
hadoverzmeonwmmmdednanrchszmdmmaﬁHMmmmmgm

leading pozition with a 50.6% maricet share.

MakTel’s evenne grew by 35.3% bt its EBITDA msrgin fell to 40% due to significant mcreases
in operatinj expenses in the fixst quarter.

Net incomt reached HUF 19.9 by (EUR 81.7 mn), an increase of 50,1% primarily driven by the
higher prolimbility of Westel and the sirengthening forint against the euro.

Net cash “rom operating activitles reached HUF 415 bn representing 187% growth over Q1
2001.

Net debt 2. pmod-eadwasHUF4287bn.adnmeofEUF14.2bnucmparcdtothemdcf2001
regulting are.dusednetdehttnmmuphl(mk&plmequnypmsmmwwuat)Moof
44.8% cormpared 1o 46.6% at year-=nd 2001, :

———— = .
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Elek Strand Chsirmam end CRQ commpented: “/n the fixed lins segmant, we started the yeor suceessfally

in @ competitive emvirgrment due o our thorough end complete preparations. The segmert remained a

strong cash gereraror in this quarter, The key challenge is to retain our customers and provide better and

tmore gfficient services. Westal was the main success story during this period, delivering excallent profit

grawtk and g ency. As a 1009 Matdv owned subsidiary, & enablsd wy to arguire o even more

. noticeable share 3f the growth of the Hungarian telecoms markez The Growp's quaiterly results reflect

the progress we jigve mads in our businesses. Despite the increastng weight of competitive services in our |
produes portfolic, EBITDA margin stayed a2 a strong level of 41.7%. Overall, we are on the right track to

deliver the Group 's tovgets set for the year 2002.” '

In owr fixed lin:: segroent revenues remained stable with an EBITDA. marpin of 40.6%. Subscriptions,
somsctions and sther charpes increased by 6.1%. Domestic and intemational traffic scvenues combined
dexreased by 7.6'% as both tzriffs and volumes were lower tham a yrar ago. Our data rovenues grew further
by 14.7% driven sy the strong volume growth in memaged leased lines and Internet, Fixed line penctration
did not change zud the towl number of ltnes was flat However, a1 the high end of the market, the aumber
of ISDN channe!s inereased significantly to above 478,000, representing 34% growth in the last twelve
months. By epd.March 163% of Matév's total fixed lines were ISDN. We grew ADSL lines as well,
resulting io 11,536 lines mstalled by end of the quarter fis year, Mativ’s Internet subsidiary, Axelero
meintzined its leiding position ameng the dial-up ISPs with a subsariber mumber of 142,385 (up by 36%).
Internet usage hid 2 proportionally greater stake in the total call vohwne. At parent sompany, aversge
beadcount decrarsed by 13.6% over Q1 2001 and Matdv firther boosted s lines per fixed Jins employee
Tatio to 322 (sho'ving a 8.4% growth over Q1 2001).

Mobile; Fupther lialzneed growth in the market

In a very Hght ompetitive enviroument, Westel maintaiped its leading position in the GSM market
Maobile segment evenues increassd by 20.4% to reach HUF 53.3 bm for Q1 2002. Westel outperfarmed its
competitars in {tsms of net customer additions, whilst at the same time ERITDA wargm i the mobile
segment graw 0 35.6% from 31.9% & year earlier, Operating profit grew to HUF 10.5 bn from HUF 3.3
Yo, as operating expenses only slightly insveased. Net income went up by 306.2% to KUF 8.2 ba, driven
by strong volum: growth, efficiency improvements and lower costs. .

Westel's subserher base was 2.7 million at the end of Q1 2002. The Company had a GSM market share of
50.6% ang adde:! 49.6% of the totzl market pet additions in the first quarter of 2002. Prapaid customers st
cad-March, 200;. represented 70.4% of the total customer bese.

Due to ths conlinuous dilution in jts customer bage, both MOU (monthly average minutes of usc per
subscriber) and ARPU (average rovenue per uxit) declined, providing an average MOU of 121 and ARFU
#f EUF 6,030 f Q1 200Z. Ammumlized chum rate wag 17.6% in Q1 2002

Internationsl: T:mporery slow dnwn in profitability at MakTel

MaKTel's Teveiisy were ITUF 16.1 ba (up by 353%) in the first three monthe of 2002 and EBITDA -
margin was 4045, The weaker than ususl quarterly performance was driven by bigher esnployes-related
and maintenancn sxpenses, higher cost of equipment sales, ncreased payments to othwer netwark opmim-a
and other expersés. The subscriber base has continued to grow in each business scgment. Fixed line
" ustomers reached 563,305 up 7.4% from a year earlier. The mobile customer base grew to 264,291,
irmpressive insrrase of 139%. The pumber of Eyemet subscribers was 24,672 at the end of March 2002.




05~ 1‘6/2002 14:50 FaAX

~+ WASHINGTON

Matsv {s the pri:ipal provider of telecom services in Hungary. Matdv provides o broad range of services
ncluding telephry, data transpussion, value-added services, and through its qubsidiaries is Hungary's
largest mobile {e,:com provider. Mativ also bolds & majority stake in Stonchridge Commumications AD
controliing MakTia, the sole fixed lins and the leading mobile operstor in Macedenia Rey shurehnaldams of
Mativ as of Mah 31, 2002 include MagyarCom. owned by Dereche Telekom AG (59.49%), while
40.51% 1is public!' traded. -

This press-telsass :ontring forward-looking statements. Statemends that &e uot histarical fasts, inclnding statzmenms
about aur beliefs n1ad expectations, are forward-locking statemments. These statements are bosad ou curren? plans,
cstimatey and proj detons, and terefore you should not place nndne relisnce o them Forwardslooking smremsnts
spaak only s of U:: date they era made, and we todertake 0o obligation to update pobliely any of thers in light of
new information o foture cvepts.

Forward-looking slatsments isvolye inberent risks and uncertaintios. We cantion you that a wamber of importans
factors conld causs acmal results to differ materially from those contained in any Sorward-looking Stetement. Such
factars gre deserided i, amaug other things, our Annmal Repart on Form 20-F for the year ended December 31, 2001
filed with the U.5. Semurities and Exehanpe Commission.

For detailed mformetion on Matév’s Q1 2002 resnilts pleass visit our website:
(htip/erww.mati v h/english/inyestor telationg) ar the website of the Budapest Stock Exchange
(www.bse hu Litted Securitics/ Issuer’s news).
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MATAV ' 3 mouths snded March 31,
Consolidated . 200 2002 %
Income Staten, s « TAS . (Unaundited) (Usaudited) change
(HUF millicn) Restated
Reclagsad
Raveoney
Subscript 1es, connections and ether charpes T 28517 W08 6.1%
Douertie {1 gffie revenne 1242 3g,12s BL%)
Other oxayi2 : 4560 3595 213%)
Daommetie telesd | mmmnieations services : E-20 | 84,785 {1.1%)
lntergolenal pacifie revennes ' 8‘643 _ 5,735 22.1%)
Molilis telecnint mmdcationn scrvicss 20,238 39822 LT
Revoanes (o |atrrations] sctivities 1191 16,092 35.0%
Loaswd Fxes qut, deta transmission A7 8171 114%
Other servias ‘ : . 10.99¢ 11,380 35
Totl reveanss ' 128,543 140583 2.9%
» -
Exployee velatrd sxpenses (17,405) 718,579) 12.5%
Depreciation 14 smurtzatos (29513} Q8,804) @10
Psymments fo et)ar network operators + (16,585) ENSE)) 14.5%
Carst of telceon smnicotions equipsacnt soles arnn (10,291) A37%)
Other gperating; cxpenses (28,951) G3,149) 145%
Total sperating e jentes . 04,581 ' (110,937) 6.1%
Operating prosc ’ 23,958 30,046 254%
Net Intevest anc. othay cherse ‘ (5,690) 34360) 423°R
Bhare of sssaciittes! roswits bafore income tae 456 158 (654%)
‘Proflt before Inen.ie t9x ! 17,734 ‘ 16344 48.6%
Income tax Xprmse : e L0)] 4829 1.1%
Profit aftcr meop tax 15090 21,819 | %
Misority lator 15t (LT98) asTd 02%
Net lncots, ‘ 13,292 19 546  50a%
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MATAV : Dec 31,2001  Mar 31,2001  Mar 31,2002 Mar 31, 2001 -
Consolidated : Mar 31, 2002
Balance Sheets - TaS . {Audited) (Unaudited) (Unandited) % chaape
(HUF willion) Restated
o ‘
ASSETS
Currenr mises i !
Cash end cxsh syqivalenta ‘ 10,117 1340 11,482 0a.6%,
Floancisl tavesfm) -uts 327 ) 5698 25 (925%:
Reccivables . 88,07 83,361 90,238 22%
Irrvantacias 13297 12164 14678 207%
Tota) cxrreat assets . ‘ 111,820 114,664 116,815 1.9%
Propesty, phas 0 d equipmnent 634298 648,499 134 (10%:!
Inmanpihle s3cty 306,029 291,37 300,876 . 1a%
Associatss end iler lang term investmsuG 13199 14,248 13,816 0o.0%;
Total fixed e 973,526 355,871 955640 DA%
Other nop cowrvent 3ischs ’ 12,850 17512 18,918 80%
S S—_ 1104396 1052047 _ 1001373 %
LIABILITIES AND SR.\RRHOLDERS' EQUITY
.Lous and omiey ) orrowiags _ 33,607 37,218 45,383 (630%;
Teade and othor |ayables 122126 - 87995 101362 152%
Deferred revenn 3,430 : 3536 38590 Qs0%,
Provisions (or i 1dktiee snel eleavpes 3330 7443 3,581 (5357
Total currens Habdhias 152483 126,279 163,366 L anew
Laam snd other lorrowings 419,763 206,466 3952614 91.4%
Deferred revenu: : Ta01 0882 6563 26.4%!
Provisioss for 1) 1ditles and charges ¢ 30 » C A%,
Defarred tax Dakikty 1,783 ] 2817 as
| Other mea . J& Dabiities , 4,817 7.611 4757 (81.3%:
Toml gon cwrrent Yl 1hBides 438,244 - 213,189 409,498 83.5%
Minosity iteress a1e 39,703 ' 48,137 71.2%
Slorehnlders' equiny
Consoon sl ' 108,736 103,736 383,736 0.0%
Addiriomal ymi §1. expieal 22955 2258 22955 0.0%
Treasery stk 08) - (160) s 19%
Retuicd carmimtt 383,772 516,345 388,844 B15%:
Towi sharebolders’ 1 quiTy 461200 643 576 a8 372 (25.3% -

Togl inkilities and stmcholders’ eqaisy 1,104,196 1,092,047 1091373 . (0%

— e wr o —
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Consoldated
Cash Flow Statesnint - [AS
" (HUF million) o

Cash flow fram operati: g activities

[ 4

Operating |icofit

Deprecistion and amortization of fxed assets
Chamge i "orking capital

Amortizating of deferred income

Intevest paiil

Commissic: s aud bank charges

Nez income 22 pald

Otber ftaun

Net cesh from opm-ating activities

Casb flaw from invesdg activities

»

Capital exp :nditure on txngible end intmgible asgers
Prredase o! Investmenss

Purchuss ol subgidiaries

Cask acqaired

Interese reiived

Dividends "zcaived

Net change n fiusudal assets

Proceeds & 1m disposal of fixed assets

Net cash flow utilited in tnvesting activities:

Cash flow from finaucing activities

Divideads ; aid to shareholders and minority mterest
Net proces!s from borrowings

Net cash wd for treasury stack trapsactions

Other . :

Net ensh flow nefii ed in financing activities

Transiation diffes'inces on cach and cash equivalents

Chbsmge in cath ax 1 cash equivalents

Range iv cash and cash equivalents

. 1t —— s s '+ o *
——— - -

Cash and v sh equfvalents at beginning of year

Cath gnrl 1:3sh equmivalents st end of year

= WASHINGTON Wou7/u2y

3 months ended March 31,
2002
{Unaudited)

30,046
22,304
7.293)

(6,504)
(641)

&649)
541

41527

30,021)
(1,868)

(31,033)

(14)
8,07

©.071)

(58)

10,117

11,482
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Summary of key operating statistics
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Anslysis of the Financial Statements
for the three months ended March 31, 2002

Basis of nresentation

On December 21, 2001 Matév completed the purchase of the remeining 49% of
Westel. .4t ths time of exercising the Westel option, 59% of Matdv Rt.'s share capital
and 49% of the Westels’ chare capital werc owned by Deursche Telekom. As the
. ‘ransacti:m was carried out between emfities under common control, Matév Rt, has
restated its financial stalements for the years 2000 and 2001, and included the Westels
in the coasolidated finamcial statemexnts as if they had been wholly owned by Mativ
Rt. from March 2000. The restatements relate to goodwill and brandnsme taken over
from Deatschs Telekom's consolidsted accounts at historic values, allocation to
. custome: base and the related amortizstion and deferred tax, In addition, fram this
- date 100% of the Wests]s’ resnlts have been included in Matdv Group’s restated
results, he previously published results effectively only included 51% of the Westels'
results after the deduction of 49% minority interest.

During 001 Matév has reviewed the classification of ts dam trensmission products
and bastd ou this review, the Jeased lines apd data trensmission category has been
redefine:. effective January 1, 2002. International incaming revenues relsting to data
transmisiion products, reported in international traffic revenues earlier, have been
reclassifiad into data trapsmisgion. Cable television revemies, reported in data
transmisidon earlier, have been reclassified into other services. Various ISDN charges,
reported in data tranemission in prior year reports, have been reclassified imto
subscriplions, connections and other charges. We have reclassified our prior period
revenue |inas as well ascording 1o thess new definitions.

Exchan:e rate informatian

The Ewr» depreciated by 8.7% against the Hungerian Forint year on year (from 266.70
HUF/EUR oa March 31, 2001 w 243.50 HUF/EUR on March 31, 2002). From the
year-en¢. 2001, the Euro depreciated by 1.1% ageinst the Hungarian Forimt (from
24633 I{UF/EUR on December 31, 2001 to 242.50 HUF/EUR on March 31, 2002).
The ave-age HUF/EUR rate decreased frum 265.69 m 1Q2001 to 244.07 in 1Q2002.

. Tb.eU.S.Dolizdspmccimdby7.8%againstﬁ:engzdenﬁntywun§m(ﬁ'um
302.7¢ J5UF/USD on March 31, 2001 o 279.18 HUF/USD on Mach 31, 2002]’. From
the yexr-end 2001 to March 31, 2002, the U.S. Dollar slightly appreciated agninst the

Hungariim Forint. '
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Ansalveis of group income gtatements

Revennsn

Revermue; from subscriptians, connections and other charges increased by 6.1% in the
first quatter of 2002 compared to the. same period in 2001, This growth resulted
mainly £'om subscription fee increases from February 1, 2002 for analog lines (4%)
ad from January 1, 2002 for ISDN lines. The average mumber of lines including
ISDN cfiannels de:zeased by 0.8% in 1Q2002 compared to 1Q2001. Increase in
subscriplion revenues was partially offset by decline in revenues from cornection
fees, which regulted from the lower mumber of pross additions as well zs lower
connecticn fees due to marksting campaigps. Other charges incraased as a result of
wider usage of voice-mall, phone-directory and televoting Services, as well as higher
oumber uf subscriptions to optional tariff packages, such as Mindenkinel.

Domesd: traffic revenue in 1Q2002 amomnted to HUF 30 by, coinpared to HUF 31.2
bo iz 11;2001. This decrease resultad from the 2.9% decline in domestie usage at

group level. Although vsaye charges did nol change in 2002, Matéiv offers several
tariff dis:ounss, such as the night discount and the Mindenkinek package.

Revemic: from other usage for the first quarter of 2002 decreased by 21.2% comparad
to the saine pexlod in 2001, This decrease was mainly attributable to lower fees paid
to Matdv by other domestic operators and, 1o a lesser extent, to lower traffic between
the mobi. g service providss, LTOs and Matév.

A new imtercommection agreement on the basis of the provisions of the Aet on

. Communications was concluded between Matdy and Vivendi an December 21, 2001

and betv.esn Matdv and Pantel on April 8, 2002. Matév’s Reference Intercomection
Offer ha:. been filed to the Communications Arbitration Committes for approvel, This
approve. procedure is still in process. The tariffs applied in the new intarconnaction

agreements will be retrospectively modified accarding to the approved Referencs

Interconiiaction Offer tariffs once they are approved. Other nsage reverue in the first
quarter of 2002 was calonlsted based on intercommestion rates that closely
approxiinare the tariffs that Matév expects to be approved by the regulator.

Interpetiomal traffic revennes dacreased to HUF 6.7 ba for the 3 months ended March

31, 2092, compared to HUF 8.6 bn for the same period in 2001, Both outgoing and

meomin;; intemational ravenue show a decrsase mainly becanse of traffic decreases.
Outgnmumnonaltraﬁsmﬁsmdmmmsdmdby7 1% at Matsv Rt.,
while ipi:oming intemetional mimztes decreased by 12.5% due to wider use of VOIP
and lensiid line services. In addition, infernational traffic charges decreased by 15% in
nomina] terms from February 1, 2001, therefore 1Q2001 results inciude one month of
higher t:xffic charges, which also comtributed to the revenue decyease in 1Q2002.

Revenues from mobile telecommunications services amounted to HUF 39.8 bn for the
first quarter of 2002, corapared to FUF 30.2 bn for the three months ended March 31,
2001 (2 31.7% increass). The growth mainly resulted from the 50.39% higher Westel

goius020u
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average ¢ Jstomer base, Within the Weste! customers, the prepald group shows a more

significant, 81.5% increase. Prepaid customers accounted for spproximately 92.1% of

- gross ad:litions in the first quarter of 2002 and represent 70.4% of toml Wests!

®  customen: at March 31, 2002. Increases in the maobile customer base were partly offsat

by decressed usage per subscriber. Westcl‘s usage per customer per month measured

in MOU decrazsed from 148 mimates in 1Q2001 1o 121 minutes in 1Q2002. The

decreesiny MOU is due to the increasing mropartion of the prepaid customer hasc,
which ha:: lower minutes of usage than regular subscribers.

Westel's itverage revenue per user ("ARPU") decreased by 13.5%, from HUF 7,000 in
1Q200! to HUF 6,030 in 1Q2002 due o the dilution of customer base as the ARPU of
the newl; acquired prepaid customers is relatively low.

Within 1mobile telecommumications services epbanced services show the highest
increass, with 62.7% growth year aver year. Bnhancedsemcesnowreprﬁcntmnﬂ
percent «f revenues from mobile telecommmnications services. This revenue includes
primarily short message service (“SMS”).

The libe:alization of the fixed line telecommunications market in December 2001 is
expected tohzveanaﬁ‘ectanthemohﬂemlawmmlmmnnsmdusuyas well. It is
expested that govemment regulated fees and interconnection prices will significantly
changeaudthse changes will impact the operations of Westel.

Revenuey from international activities show revemues of MakTel, our subsidiary

e  acquired m 2001, Note that MakTel has been comsolidated m Matév’s financial
statemer:s since January 15, 2001, thus its results for 2001 exclude the first two
weeks ©: January. Revepnes from intemational activities reached HUF 16.1 b for the
first queter ended March 31, 2002, The 35.0% increase was due to increase in
domestic. traffic revenues snd revenues from mobile telecommunication services.
Pixed lne subseribers increased 7.4%, mobile customers increasad 139.0% year over
year. :

Revenuss from leased lines and data transmission grew to HUF 8.2 bn for 1Q2002,

compa:edtoHUF 7.3 bt for the same period in 2001. This strong growth was due to
the moraice in the number of maneged leased lines, ADSL and Interet subscribers.

The mwiber of managed leased lines increased by 25.8% to 11,987, the number of
ADSL subseribers grew to 11,596 (from 261 at the end of first quarter of 2001) and
the numser of ISDN chagpels grew to 478,050 by March 31, 2002 (increase of
34.0%6). Residential customers account for 22.4% of ISDN channels at the end of the
first quurter of 2002, coppared © 193% a year ago, The number of Intemet
enmmestinms grew by 36.4% to 142.385 at period-end.

Revenizii from other services amounted to HUF 11.4 bn for the fixst 3 months of
2002, compared to HUP 11.0 bn for the same peried in 2001. Other services include
equipmecit sales, constiuction, maintenance, cable television, audiotex, telex,
. talegrap”. and miscellansous revenues. The increase in this category is mainly due w0
' the 9.0% increase in cable TV subscribsrs and to the subsidy received from the
Universsl Service Fmancing Fund to cover access deficits. These incresses were -
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pa:tb'offsctbyazo%decréaseintevmﬁ-omequipmmimlesatwm dus to
lower avirage phone prices in 1Q2002 compared 1o a year earlier.

" Operaiing Expenses

e  Employeusrelated expenses for the first quarter of 2002 amamnted to HUP 19.6 bn,
compared. to HUF 174 tm for the same period in 2001 (an increase of 12.5%).
Employe:: related expenses increased mostly at Westel and MakTel, resulting from
both hea.: count growth and wage rate increases. In addition, the growth resulted from
125% aierage wage increase effective April 1, 2001 at Mstiv Rt, which was partly
offset by beadcount reductions at the parent compamy. As a result, group headcount
figures slightly decressed year over year to 16,418 at March 31, 2002. Efficiency
improverents continuad, and resulted in an increased number of lineg per fixed line
employe:, 322.4 at the end of March 2002, compared to 297.2 a year earlier.

Depreciation and amortization decreased by 2,7% m 1Q2002, compared to 1Q2001.
- Iuvestmeat in fixed assets did not change significantly,

Payment: to other network operators for 1Q2002 reached HUF 19.1 bn, compared to
HUF 16.7 bn for the same period in 2001. The increase was mainly dus to the
ineteasati penetration of mobile customers, partly offset by lower intenational traffie.

The cest of telecommumicaticns equpment sales for the first quarter of 2002 was
HUF 10.% bn, compared to HUF 11.9 ba for the same period in 2001. This decrese is
mainly due to the significantly lower average cost of mobile handsets ar Westel, partly
offset b5’ 7.83% inerease in gross additions. Cost of telecommunications equipment
sales incieased sigmificantly at MakTal due to the 139.0% growth in their mobile
customer base.

Otber or-rating expenses increased by 14.5% to HUF 33.]1 bn for the three months
ended March 31, 2002 compared to the same pedod in 2001. Other operating
expense: include materials, maintenance, marketing, service fees, outsourcing
expense:, energy and consultancy. The increase in other operating expenses mainly
relste 10 higher agency fees of Westel, merketing expenses, customer support, local
taxes as -well as contributions payable to the Universal Service Financing Fund.

Operatin g Profit

Operating; margin for the three months ended March 31, 2002 was 21.3%, while
operating margin for the same period in 2001 was ) 8.6%.

Net Innerest and Other Charges

Net imtere:st and other charges were HUF 3.9 bn for 1Q2002, compared to HUF 6.7 bn

for 1Q2L:)1. Net intarest and other charges decreased due to the HUF 4.9 bn increase
In net foreign exchange gain. This change in net foreign exchange gain resulted

————— a8
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mainly £:om the strengthening of the HUF due to the intsrvention band widening by
the Naticaal Bank of Hungary. This foreign exchange gain more than offsets the HUR
1 bn inciease in interest cxpense on foreign exchange denominated loans resulting
from the 35% higher average loem balance. Tolal loans end other bomrowings
increase| to HUF 440.6 bn at March 31, 2002, mainly because of the loan taken from
Deutsch:: Telekom AG to finance the acquisition of the remaining 49 stake in Westel,
Net inta:st and other charges include HUF 3.3 bn net FX gain, HUF 6.3 bn interest

expenss, HUF 1.3 bn commissions and other charges and HUF 0.4 bn interest and
financial income. -

Share ol'sssociates’ results

Share of 1ssociates’ results amounted to HUF 158 million for the first quarter of 2002,
compare:l to HUF 456 million for the same period in 2001, reflecting decressed
finaneial results of Humsat, and Emitel's exclusion from associetes in 1Q2002
resulting from its acquisition end its consolidation in Matév's financial statements
starting m July, 2001.

Incoms lax

Income lax expense increased from HUF 2.6 tn for 1Q2001 to HUF 4.5 ba for
1Q2002, mainly dus to Westel, which lost its §0% tax holiday resulting in tax rates of
18% as npposed 1o 7.2% applicable during 2001. Income tax also increased due to
deferred 'ax charges on unrealized foreign exchange gain.

Minority Interest

' Minority interest for the first three months of 2002 was HUF 1.9 bo, compared to

HUF 1.3 bn for the same period in 2001, There were not any significant changes.

o Minority intsrest relating to the Westels, reparted in prdor year reports, was eliminated
due the 1licts discussed in the Basis of presentation section of this repoit

N
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Analysi: of @ ented incom me statements

The sum of the financial results of the three segipents presented below does not equel
the grouy: financial regults because of inlersegment eliminations.

Fixed [ine segment

Fixed Bue segment includes Matév Rt. and its consalidated subsidiaries, other than
MakTel, Stonebridge, Telemacedénia, Westel and Westsl 0660.

1Q2001 1Q2002 Change (%)
Revennes 82,926 82.335] - 0.7
. EBITD, 33,155 33,430 0.8
Operatin profit 16,465 16,154 : {1.6)
| Profit af;ar income tax 10,597 10,540 32
Minorit nterest . 12 5 (58.3)
Net incoine 10,609 10,945 B 32

Revenme;; from the fixed line segment remained stable year over year, but its
composilion changed. Leased line and data transmission services increased by 14.7%
in the fir:t quartar of 2002 compared 1o the first three months of 2001. Leased line and
data trar.mnisgion revenue growth was driven by strong volume increases in managed

. lease lirzs, ADSL, apd Internet customers. Mativ's domestic fixed voice busmess
experiesed only moderate decline, 1.2%, International revepmes declined by 22.3% -
due to le-wer outgoing and incoming traffic as well as decreased international tariffs.

Operatir 7 profit of the fixed lne segment decreased by 1.6%. Within operating
expenses employee releted expenses and depreciation and amortization increased, but
thess hicr-eases were offset by decreases in payments to other network operators aud in
cost of eijuipment sales,

: Mobile jegment

Mobile uegment includes Westel and Westel 0660.

1Q2001 102002 Change (percent)
Revenn::3 44,224 53,253 204
EBITD.A 14,098 18,958 34.5
Oparatir .z profit 3,333 10,519 215.6
Profit afler income tax 2,012} - 8,173 306.2
Net ince:nig 2,012 8,173 3062
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Revenes: in the mobile segmeat increased by 20.4% in the first quartsr of 2002
comparec. to the same period in 2001 due to strong incraases in the number of mobile
customats. Westel's custoroer base surged 47.2% to 2,710,959 subseribers, including

1,908,829 prepaid customers by March 31, 2002. Average monthly usage per Wastal
subscribic decreased by 18.2% from 148 mimmtes in 1Q2001 to 121 munutes in
1Q2002. GSM mobile penstration reached 52.6% in Hungary and Westel accounts for
50.56% 1narket share in the very competitive GSM markeat.

Operatin; profit shows a 215.6% increase. While revenuss grew 20.4%, operating
expenss: increased at a lower rate, 4.5% year over year. The majarity of the increase
in operating expemses relates to increased payments to other network operators,
agency fres, employes related expenses, marketing expenses, fees and levies. These

increase: were partially offset by lower depreciation and amortization expense as well
as lower ost of equipment sales.

Internalional segment

Internati-nal segment includes the opertions of MakTel, Stomebridge,
Telemascrdonje, and the goodwill amortization arising from the consolidation of
MakTel.

1Q 2001 1Q 2002 Change (%)
Reveounal! 11.929 16,140 353
EBITDA. 6,328 6,462 2.1
 Operating profit 4,170 3,333 (20.1)
Profit &f izt income tax. 2,481 2,706 9.1
Mimority interest (1.810) (1,878) 3.8
Net incone - 671 828 234

MakTel has been a consolidated company of Mawv beginning January 15, 2001
MakTel's: fixed lina subscribers increased by 7.4%, reaching 563,305 at March 31,
2002. Mobile subscribers inoreased by a significamt 139.0% to 264,291, and its
Internet jnbscribers reached 24,672 by March 31, 2002 from 11,953 2 year earlier,

Reventicss from the imernational segment increased by 353% year over year to HUF
16.140.1:'.i11ion.

Total op:mating expensas increased by 65.1% mainly because of increases in employze
related elipenses, payments to other netwark operators and other operaring expenses,

Operatir, 2 profit thus decreased by 20.1%.

The international segment has 40.0% EBITDA margin and 20.7% operating margin

for 1Q 2002.

" — o —
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Minority' interest increased by 3.8% to HUF 1.9 bo in the first quarter of 2002, It

mamlyrpmmﬂzeshmofmcom&ecmnngtoﬂ:emumyowners of MakTcl and
Stonebriilge. Minority interest is not calculztad on the amortization releting to the
goodwil. acquired by Matidv Rt

Mg of sroup halance gsheets

Total as:izts and total shareholders' equity and liabilities at March 31, 2001 were HUF
1,092 bri. Total assets and total sharsholders® eqwtyandliahﬂxtesamountzdtom
1,091 tr. as of March 31, 2002,

Laans aind other barrowings

The cur:nt portion of loans and other homowings decreased by 48.0% from March
31, 2001 o HUF 45.4 bn at March 31, 2002. This dacrease in current loans and other
berrowiings reflects repayment of the Rt.’s and Westel's short %erm borrowings, 2s they
fell due -uring the last twelve months.

. Non-cigient loans and other borrowing incressed 91.4% from March 31, 2001 to HUF
395.3 bu at March 31, 2002. This increase mainly reflects the loans received from
Deutscht Telekom AG to finance the acqmsiﬂon of the Westels as well as refinencing
the short term loans repaid

At March 31, 2002, 23.9% of the loan portfolic was HUF denominated, while 76.1%
was foreign currency dencminated. At the end of the first quarter of 2002, 88.1% of
the loans bore floating imterest rates. The gearing ratio defined as net debt divided by
net debt 13us equity plus minerity interest was 44.8% ar March 31, 2002,

To decriase the foreign exchange rate risk of the foreign exchange loan pottfolio,
Mativ gwapped the EUR 301,5 million loan (HUF 79,985 millian) o HUF as of
February 4, 2002. The counterparty in the transaction is Deursche Telekom. The cross
cmrenty swap agreement emtitfes Matdv to receive EUR imterest and principal
payment!: and pay HUF interest and principal paymente. The BUR loaz is subject to
floating 1 ate ipterest based on 6 month EURIBOR plus 8 margin of 30 basis points,
while wr.ier the swap Matév ig obliged ta pay an interest based on 6 month BUBOR
plus a muxgin of 34 basis points. The HUF principal payment is fixed at a rete of cne
EUR to :44.36 HUF. The timing and the amount of the EUR payments to be received

- underthvswaparemztchadmﬁ:themdetlymgpaymcntobhngmontheEUR
loam,

~ EUR 92 million loan (HUF 226,750 millien) was partially swapped to HUF effective
Amril 18, 2002 to allow Mstév to take an advantage of the swong HUF. The
counterpirty in the tremsaction is Deutsche Telekom. The aross currency swap
agreeme|tt entitles Matav to receive EUR interest subject to 3 month EURIBOR plus a

- margin ¢ 50 basis points gnd EUR 300 million principal arpount, while Matdv has the
obligatic:a to pay HUF inrerest subject to 3 meonth BUBOR plus a margin of 57 basis
points zud HUF 72,685 million principal amount. The timing of the EUR payments to




Uds10/72002 14:25 KFAX

+ WASHINGTON

bemeu'redmdmthcswapmmatchedwmtheummg oftheEU'Rpaymenr
obhm.nsralanngtoﬂzeBUklm

Retaine:! earnings

Retainec| earnings decreased by 31.5% from March 31, 2001 to HUF 353.8 tm at
March 21, 2002, This decrease was mainly due to the equify impacts of accounting
eppliec (o the acquisition of Westel as described earlier. According to the relevant
rules, th: restated numbers as of March 31, 200! are presented as though Weste] had
been | % owned by Matdv at that date. As no real financing had to be used as of that
date for the acquisition of the remainmg 49% ownership, book vahie of the additional
share of met sssets (including goodwill and other intangibles) on acquisition was
presenvel as an increase in retained earnings of HUT 252.4 bn. This remeined part of
the retained earnings untl December 2001, when the acquisition was finalized and
finenced from & loan from Deutsche Telekom. At that date it was transferred from
retained samings ta loans and other barrowings in an amount of HUF 238.8 billion.
This causes the significant drop in the amount of retasined eamings. As a
countertilancing factor to the impacts of the transaction described above, retamed

eamings primarily increased due to the net income generated by Mubiv from April
2001 to March 2002. Dividends of HUF 18.8 btm paid ip the samepenodalso

- decreased retained earnings.

WOo1T Y2y
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Naome of e Cox jany: Mauv Rt Phenc nmamber:  36-1-258.04.25
Addrees of the Qonpany: ﬁ-lDlJ&ldmwm 55. Fu cmber  36-1-458-04-48
Sestor: Teleooomuonications Bomaul adiireny:  lavestorrehtions@imals v.lin
Ymind M&SI 1001 Mmhn.zoue bremstpr refadions congier  Saabolas Czanthe
PK1. Generil information regerding fmancial data
‘ Yes No
Andied 3 =3 -
Consolidated X .1 L J
Acoaunting o siplss Hhmgarim | | - Ims| x| Other | |
@ mmnllll-'llnl‘ emevevwancs o sl
PK2. Consc:idated Companies
‘iame Remisteved / Equity Interegt held Vores held Claszificgtion
Capita) (mHUF) (HAR) {HAR)
[Stoncbridge B7.745 B5.46% 86.46% full
'Wese] Mokl T1vibzlést Re 8,031 100.00% . 100.00% foll
LMadvm ) 6158 100.00% 100.00% fall
Azeler 3763 100.00% 100.00% ful
T 3596 - | 100.00% 100.00% Rl
|Enitel 3,110 - 100.00% 100.00%% &l
M atiwir 2323 1 00.00% 100.00% fall
Westal Redisee)efon 1.610 100.00% 100,00% fall
Erereel 1415 100.00% 100.00% full
MativiibelTY S20 93.74% 93.74% full
BET 77 75.19% 79.19% full
Balsta) ' 80 . 96.63% $6.63% full
Cardnet 58 72.00% 72.00% fuil
[Tele-Data 50 50.99% 50.95% fall
Magdy Blldto 4] 100.00% 100.00% fun
ProMoKom 21 100.00% 100.00% fall
Tévmunkn Keer imdcids KHT 3 §7.00% 67.00% full
Talamacrdémiz it k] 38.03% 88 03% - fll
PKS6. Off baance ghaet obli
& |Finance lesc oliligpHons 893
Obligzsions froi; Tentl end opevating leass cogtreew 10.629
Contracied obli jaxions te acquire fixed ussens 22,617
TS82Z2. Numnlydr of employees
: __End of previcus pariod Beginning of relevan: period End of mlevan? pesiod
16,341 16.633 16418
RSI Owner sggsmcturs
Investor Type  Tom! Repistered Ceprtal
: Beginning of Period End of Period
% No. of Shars 3 N, of Shares ‘
Demearle Insttntions 13.91 144,391 979 [2.32 140,302,095
[Fareign Insttot 08 8433 FT7S78130] e454 881,612,725
| Domnestic Rotsi 0.02 223,743 0.02 219443
{Forcipn Retail | - 0 ~ 0
'Emmloyesy, Ma: ;ggEment ni na _nu n.e.
Eeum Sheree : - - - -
}gn;venmn oy frutions 0.19 1,951.396 0.1 1.966,535| °
ntermadonal Si:selopment zmmumu 1.30 ] 5,276 1.30 13,885,276
INot m 0.03 313478 0.03 315526
“B" Shere | 8.00 1 0.09 4
Taral 100.00 1.037,911.60% 100.00 1,087.511.601
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Nanz of the C txaxy: Metiv RL Phooe ommber  36-1-458-0425
Addrem efthe Chmpsny:  H-1012 Budspest Krisztiga Tt §5. Fx pumber:  36+]1 4580445
Senior: Telecommunicrions E-pil addyegs:  ipvesior relan .o
Pexipd: Dreoumnber 31, 200] = March 31, 2002 Investay eigtons somtact  S7abolas Ceenthe

RS2. Chanpes in Treasury Stock

Mareh 31, 1101 June 30. 2001 September 30, 2001 Da:snburil.!ﬂm M=reh 31, 2002
648,82 648,827 648,827 648,827 648,827

The amount of i =asmy mock indicaced shove was held by Invested Re’ No weasury stock was hetd by Matév R
RS3. Shm'c plders above 5% steke (end of period)

Nalle Nationality Pasitica Number of ghares | (%) Nots
IMagvarCom 51 ldmg GmbH | Foreign Iastitudonel 517478081 | 59.49% Stratenic owner
Morgan Guars: 'y Trust Co. foredm Depostiory 163,557,850 | 18.76% ADRDepogitory |
TSZ3. Chiej' Officers, Board and Supervisory Board Members

o Type' N:ma Tude Frem | To | Ne. of Shares
. Owned
SE. BM |Blek inaub Charmsn«CEO 1905 - 76338 ghares
BEM 1Dr. Singor Cainyi Bosrd Member - 2000 - 0
BM Dr:__h'hame Board Member 1998 - 58,190 shazres|
BM_ |Gyul:: Gansperger Bozzd Member 2000 “ 0
BM __|Chwisiyph M. Baldus Bogard Member 2001 - 0
BM__Detle: Bvchal Board Megber 2000 - -0
EM Fndban Getlach Board Membe 2001 - 0
EM |Frant X Hierpeist Board Member 1994 - 0
| BM, SE \Dr. Klsus Hartmann Board Member, CFO 2000 - 0
SBM (Dr. Ciibor Germug S upervisary Board - Chainpan 2000 - ;.
SBM |Péter ‘e Supervisory Boardi Member 1997 - B.800 shares
SBM |Yozsz! Szabt S Board Member 1995 - 24 shayes
SBM  [GySrigr Varjn Supevisory Board Member 1999 - 2,000 sharzs
| SBM Dr.Lizid Pa Supervisory Board Member 1937 - 0
SBM |Hans, \Iber: Auks Supervisory Bwﬂ Member 2000 - 0
SBM _ |Dirte: Cazpomrel Swpervisory Board Member 2000 | - g
SBM _{Dr. ¥ mfred Balz Supecvisery Bosrd M. Baw:d Manba' 2000 - 0
SBM lloschimKreael Supervisory Bosrd Membar 2000 - Q
SE _ [Dr, Timas Pasztory Chiel Humsn Resources gd Legul OtScar | 1996 . 0
SE  [Mear-d OW Chicf Techmica] Officer and Chief Officer,| 1999 - [}
Nexwork $
SE  |Léer'* Bodnir Chisf Servioes and Lozistics Officer 1999 - 881 sheres
SE_ |Homt ?ermann Chlef Strategy and Intemations] Qfficer 2002 - 200 shaes

Sr:m@c Bmplayee (SE) Baard Member (BM), Supervizoty Bomed Membzr (SEM)
2 Board Membani Supervisory Board Members md the Chief Officers owneri in tota] 146,433 shares at the end of the period.

ST1. Extmrdmary announeements
[PubFahed in®] -

Sulject

.\nmarﬂ.l, 20¢:L ____[Mgtiv decreassd iny stake in Els Pegti Telefrattrengds to 79.18%

Jenusry 25, 200! Moty conments on &t decres .

Jeausry 28, 201 Mr. Horst Hermann has beea appointed to Chief Strategy and Intemnational Officer, Mr,
Jézsef Sgubd hus vesigned fom his poriten

Februmry 11,2012 Mr. Szeboles C2enthe has besn sppointd 6 head the Investor Ralotions Departrpent ar
Mav

February (4, 202 Mattv announces 4Q 2001 ragules

Mereh 26, 200, Notice of Matdv's Annua) General Masting

* Maviv Rz puh fshes its ammouncements in Magyar TSkepiae and Magyar Hirlap.
Orgamztmml chang&e

A denfled expl masion has been given of the ovganizations| changes effactive as of January 1.°2002 m the flash repect
published on Fi:imary 14, 2002,
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.Extraordirnary announcement
Subject: Matav announces Q1 2002 results .

SIGNATURES

Pursuant (o the requirements of the Securities Exchange Act of 1834, the
o registrart has duly caused this report to be signed on its behalf by the
undersigried, thereunto duly authorized,

MAGYAR TAVKOZLESI RT.
(Registrant)

Date: May 15, ;ooé ‘ 3 ,. 5\\’
7

(24

. Szaboles Cze
Head of investor Relations Department
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