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IN THE UNITED STATES DISTRICT COURT FOR THE

EASTERN DISTRICT OF VIRGINIA 2 CET 29 A G

e T CLERN US DISTRICT COURT
Alexandria Division ﬂLEIAH[ﬂf.ﬁI.:"\'JRE:H]A

UNITED STATES OF AMERICA )
i :}' Criminal Case No. 1:1ICR00597
MAGYAR TELEKOM, Ple., ;
Defendant. ;
DEFERRED PROSECUTION AGREEMENT

Defendant Magyar Telekom, Ple, (“Magyar Telekom™), by its undersigned attormeys,
pursuant 1o authority granted by Magyar Telekom's RBoard of Directors, and the Linited States
Department of Justice, Criminal Division, Fraud Section, and the United States Attomey's Office
for the Eastern District of Virginia (eolleetively, the *Department™), enter into this deferred
prosecution agreement (the “Agreement™). The terms and conditions of this Agreemen: are as

follows:

Criminal Information and Acceptance of Respensibility
I Magyar Telekom seknowledges and agrees that the Department will file a three-

count couminal Information in the United States District Court for the Eastern Distriet of Virginia
charging one count of violating the anti-bribery provisions of the Foreign Uommept Practices Act
(“FCPA™), Title 15, United States Code, Section T8dd-1, and two counts of violating of the
books and records provisions of the FCPA, Title 15, United Swtes Cade, Seetions T8mi(b)y2HA),
T8m{bN3). and 78[Ma). In so doing, Magyar Telekom: (a) knowingly waives its right w

indiciment on these charges, a8 well as all rights 1o a speedy tnal pursuant to the Sixth



Amemdment be the United Siates Consthulon, Thie 18, Unlied States Code, Section 3161, and
Federal Rule of Criminal Procedure 48{k), and (b) knowingly waives any sbhiection with respect
o venue ond consents Lo the filing of the Infarmation, as provided under the terms of this
Agreement, i the United States Distriot Coun for the Eastern Disiriet of Virginia.

2, Magyar Telekom admits, accepts, and acknowledges that it is responsible for the
wcts of its oflicers, emplovees, agents, and those of Magyar Telekom's subsidiaries as charged in
the Information, and as sel Forth in the Statement of Facts attached hersto as Auschment A and
Incorporated by reference into this Agreement, and that the allegations described in the
Information and the fcis deseribed in Anachment A are true and accerate. Should the
Department parsue the prosecution thal is deferred by this Agreement, Magyar Telokom agrees
that it will neither contest the admissibility of nor contradiet the Statement of Facts in any such
proceeding, including any guilly plea or ssniencing proceeding.

Teom of the Agseement

i This Agreement is effective for a period beginning on the date an which the
Information is filed and ending two (2) years and seven (7) ealendar days from that date (the
“Term™). However, Magvar Telekom agress Ual, in the event that the Depariment determines.
in its sole diseretion, thal Magyar Telekom has knowingly violated any provision of this
Agrecment, an extension or extensions of e wrm of the Agreement moy be imposed by the
Depanment. In its sole discretion, for up to a total additionnl time period of two years, without
prejudice to the Department’s right to proveed us provided in Parsgraphs 13-16 below, Any
extengion of the Agrecisent exiends all terms of this Agrecient, including the terms of the
reporting obligations under Paragraph 10 ond Attachment D, for on equivalent period.

Converscly, in lhe cvenl the Diepartment Tinds, in ils solc discretion, that there exists a change in



circumsiances sufficient to eliminate the need for the reparting obligations described in
Paregraph 10 and Alachment D, and that the other provisions of this Agreement have been
salisfied, the Term of the Agreement may be lerminated carly.

Relovant Considerations
4. The Department enters into this Agrecment based on the individual facts and

circumstances presented by this case and Magyar Telekom. Among the facts considered were
the fellowing: (a) fallowing reports by the company's auditors, Magyar Telekom made a timely
and voluntary disclusure to the Depariment and the Unlied States Securities and Exchange
Commission ("SEC™) about potential misconduct; () over the course of several yeurs, Magyur
Telekom's audit comminee led n thorough global internal investigatian canceming bribery and
related misconduct; (c) Magyar Telekom's audit committes reported its Mindings 1o the
Department and the SEC; (d) the pervasivencss of the sclwme, the involvement of a number of
nov-former senlor managers at Magyer Telekom and certain of its subsidinrics, and conduct by
some of those employees designed 19 obstruct the andil cummittes’s investigation: (¢) Magyar
Telekom undenook remedial measures, including the implementation of an enhanced
compliance program, and sgreed to underiake ferther emedinl measwres, as may be necessary
under this Agreement; and (f) Magyar Telekom agreed to continwe (o cooperate with the
Deparcment In any ongoing Invesigation of the conduct of Magyar Telekom's eurrent and
formier employees, agents, consullants, contraciors, subconiraciors, snd subsidiaries relaiing w
vielations ol the FCPA.

5 Magyar Telekom shall continue 1o cooperate fully with the Department in any and
all matters relating 1o eorrupt paymenis and related flse books and records and internal contrals,

subject to applicable lpw and regulations. Al the reguecst of the Departoseol, amd consistent with
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applicable law snd regulations, Magyar Telckom shall also cooperate fully with other domesile
ar foreign law enforcement authorities and agencies, as well as the Multilateral Development
Banks (“MDBs"), in any investigation of Magyar Telekom, or any of its present and farmer
officers, directors, employees, agenis. consuliants, contractors. subcontrastors, and subsidinries,
or any other party, in any and all matters relating o cormupt payments, related false books and
records, and inadoguate intermal controls, and in such manner as the parties may agree. Maogyar
Telekom agraes that itz cooperation shall include, but is not limited to, the following:

[ Magyar Telekom shall trathfully disclose all factual information not
protected by a valid claim of atiormey-client privilege or work product doctrine with respeot 1o s
activities and those of its present and former directors, officers, employees, agents, consultants,
contraciors and subcontractors, and subsidiaries conceming all maners relating 1o corrupl
payments and related false books and revords and inadequate internal controls, about which
Magyar Telekom has any knowledge or about which the Department may inquire.  This
obligation of wuth(ul disclosure Includes the obligation of Magyar Telekom 1o provide 1o the
Department, kpon request, any document, record or olher tengible evidence relating Lo such
cofrupt puyments, filse books and records, or inadequnte internal cantrals nbout which the
Department may inguire of Magyar Telekom,

B Upon request of the Depariment, with respect 1o any lssue relevani o it
investigation of cormupt payments in connection with the operations and related books and
records of Magyar Telekom and certain of its subsidiaries, Magyar Telekom shall designote
knowledpeable employess. agents or anomeys 1o provide o the Depariment the information and
maferials described in Paragraph ¥a) above, on behall of Magyar Telekom, It is Further
undersiood that Magyar Telekom must ot all times provide complete. truthil. and accurie

informadion.
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[} With respect to any issue relevant lo the Department’s investigation of
corrupt payments, related false books and reconds, and inadequate internal controls in connection
with the operations of Magyar Telekom, or any of its present or former subsidiaries or alTiliates,
Magyar Telekom shall use its best efforts 1o make available for interviews or lestimany, as
requesied by the Depariment, present or former ofTicers. directors, employees, agents and
consultants of Magyar Telckom as well as the officers, directors, employces, apents and
sunsuliants of contractors and subcontractors, This obligation includes, but is not limited 1o,
swiorn testimony before a federal grand jury or in federal trialy, as well a3 inlerviews with federal
law enforcement and regulatory suthorities. Cooperation under this paragraph shall inclade
identification of witnesses whe. o the knowledge of Magyar Telekom, may have material
information regarding the matters under investigation.

d. With respset to any information, testimony, documents, records or other
tangible evidence provided 1o the Depariment pursuant (o this Agreement, Mugyur Telekom
consents 1o any and all disclosures, subject to applicable law and regulalions, Lo other
eovemmental authorltles, Including Unlied Swates authoriiles and those of"a forelgn government,
and the MDEBs, ol such materials as the Department, in ils sole disvretion, shall decm
appropriate,

Eavment of Monetary Penalty
6. The Department and Magyar Telckom agree that applivation of the 2006 United
Slages Sentencing Guidelines (“USSG" ar "Sentencing Guidelines™) to determine the applicable
fine range vields the following analvsis:



- Anil-Bribery Violations

Dlense Level. Based upon USSG 8 20011, the (otal offense level is 38,
enlculated as Tollows:

(aN2) Base OMense Level 12
(B3} OfMense involved more than one bribe ¥ 2
(bM2) Value of benefit received nvare than 57,000,000 +20
{BH3) Involved a high-level official +4

TOTAL 38

Base Fine. Based upon USS0 § BO2 4(a)(2), the bage fine i $72,500,000,

Culpabiliry Scors. Based upon USSG § 8C2.5, the culpability seore is §,
calculated as follows:

(a)  Base Culpability Seore -3

(L1} the organization had 5,000 or moee enmployees and
an individual within high=-level personncl of the
organkration participated in, condoned, or was
willfully ignarant af the affense +5

(BH1Y The avganizalion, prioe b0 an imavinent theeot of
disclosure or govemment investigation, within a
reasnnably prompt time after hecoming aware of the
offense, reported the offense, fully eonperated, and
clearly demonstrated recognition and affirmative
acceptance of responsibilivy for ks criminal conduct -3

TUVTAL 5
Caleulailon of Fine Ranue:
Base Fine £72.500,000
Multiplicrs 1 (min}2 (max)
Vine Range 72 500,000 / £145.000,000
-5



*  Booksand Record Vialations
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. Based upon USE0 5 2B1.1, the ial offense level is 2¥,

calculated as follows:
(n)(2) Base Offense Level
(bN2) Loss of £7 million or more

(bM%) Saphisticated MeansSignificant Conduct
Cuside the ULS.

TOTAL

Base Fing. Based upan LISSG § BC2 4(a)(2), the hate fine
is £9,067, 244 (the pecuniary gain o the neganiration from
the offense (59,067,.244) is used where such number s
greater than the fine Indicated in the OfMense Level Fing

Table ($6,300,000))

. Based upon USSG § BC2.5, the
culpability score is 5, calculated as follows:

{a)  Base Culpability Score

(b){1) the organkzion had 5,000 or more employecs and
un Individual within high-level personnel of the
erganization partivipated in, condoned, or was
wiillTully ipodrant af the offense

(g)1) The organization, prior to an imminent threat of
disclosure or government mvestigation, within a

reasomilly prompl time after becoming awiang of the

offense, reporbed the offense, fully cooperated, and
clearly demonstrated recognition and affirmative

acceptance of responsibility for its eriminal conduct

TOTAL

+20

+2

18

+5



+  Cakulation of Fine Range:

Base Fine §9,067.244
Multiphiers I (min)/2 (max)
Fing Range $9.067,244 / $18,134 488

Under USSG 5§ 301 2(b) and 301.3(a), the counts are grouped and the maost serious of the
counts comprising the group, l.e., the highest offense level of the counts in the group, 15 the
applicable offense level. As such, in this case the operative offense level is 38 for conspiring to
vialate the anti-bribery provisions of the FCPA, and thus the opertive fine range is $72,500,000
to £145,000,000. Magyar Telekom agrees o pay a monetary penalty in the amount of
$59,600,000, Magyar Telekom and the Department agree that this fine is appropriate given the
nature and extent of Magyar Telekom's eooperation in this maner and the remediation
undertaken by Magyur Telekom. The $59,600,000 penalty is final and shall not be refunded.
Furthermore, nothing in this Agreement shall be decmed an agreement by the Depaniment thal
£59,600,000 is the maximum penalty that may be imposed In any future prosecution, and the
Breparimens is not precluded from srguing in any feture prosecation that the Court should impase
a higher fing, although the Department agrees that under these circumstances, it will recommend
to the Court that any amount pald under this Agreement should be offscl against ony fine the
Coyrt imposcs os part oF a futiere judgment, Magyvar Telekom acknowledges that no tax

deductinn may be sought in connection with the payment of any part of this $59,600,000 penalty.

Condltional Release from Criminal Lisbility
T In retum For the full and truthful cooperation of Magyar Telekom, and its

compliance with the other terms and conditions ol this Agreement, the Depanment agrees,
subject to Paragraph 13-16 below, nol to ese any information related ta the conduct deseribed in

the aunched Statement of Foots agalns: Magyar Telekom or any of its direct or indirect afTiliates
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or subsidiarics in any criminal or civil case, excepl: (a) in a prosccution for perjury or
obstruction of justice; (b) in a prosecution for making a false statement; (2] in a prosceution or
other proceeding relating 10 any erlme of violence: or (d) in a prosecution or other proceeding
relating to a violation of any provision of Title 26 of the Uniled States Code. o addition, the
Department agrees, exeeplt as provided herekn, that it will nat bring any eriminal case against
Magyar Telekom or any o its divect or indirect afTiliates or subsidisries related (o the vonduct off
present and former officers, dircclon, employccs, agents, and consultants, as described in the
attectved Statement of Facts, or relating to information Magyar Telekom disclosed 1o the
Department priar io the date on which this Agreement was signed,

o This paragraph does nol provide any proteetion against prosecution for
any future cormupt paymenis. false books and records. or inadequate intemal controls, i any. by
Magyar Telekom, irrespective of whether disclosed by Magyar Telekom pursuant 1o the terms of
the Agreement.

b. In addithon, this paragraph does not provide any protection againgt
prasecution of any present or former officer, director, officer, employee, sharcholder, agent,
consuliant, coniracior, or subcontrector of Magyer Telekom for any violstions commitied by
Ehemm.

Corporate Compliance Program
£ Magyar Telekom represents that it has Implemented and will continue o

implement a compliainge and cthics program designed to prevent and defoct violations of the
FCPA, the anti-corruplion provisions of Hungarian law, ond other applicable anti-corruption
lavwx throughout its operations, including those of its alhiliaics, agents, and peint venlurcs, and

those of its contraciors and subcontraciors whose responsibliies includs Ineragiing with Forgign



officials or ether high-risk activitles. Implementation of these policies and procedures shall not
be construed in any Mulure enforcement proceeding as providing immunity or amnesty for any
erimes not diselozed to the Department as of the date of signing of this Agreement for which
Magyar Telekom would otherwise be responsible.

9. In order to address any deficiencies in its internal controls, policies, and
procedures, Magyar Telekom represents that it has undertaken, and will eantinue 1o undentake in
the Fature, in a manngr consistent with all of its obligations under this Agreement, a review of its
existing internal contrals, policies, and procedures regarding compliance with the FCPA, the
anli-corruption provisions of Hungarian kaw, and ather applicable anti-cormiption laws, Where
nocessary and appropriate, Magyar Telekom will adopt new or modify existing internal controls,
policies, and procedures in order 10 ensore thal Magyor Telckom maintains: (o) o system of
internal accounting conirols designed (o ensure the making and keeping of fair and accuraie
hoaks, records, and accounts; and (b) a rigorous anti-corruption compliance code, standards, and
procedures designed 1o deteet and deter violations of the FCPA, the anti=corruplion provisions of
Hungariun law, and other applicable anti-corruption laws, The Imemal conirols sysiem and
compliance code, standards, and procedurcs will include, butl nof be limited to, the minimum
glemenis set forth in Auachment C, which is incorporated by reference imo this Apreemaen.

Corporate Compliance Reporting

0. Magyar Telekom agrees that it will report (v e Departinent snovally during the
term of the Agreement regarding remediation and implementation of the complianee measures
deycribed in Attachment €, These reports will be prepared by the Group Compliance Officer of
Magyar Telekom in aceardance with Attachment [2,
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Deferred Prosecution
1. Inconsideration of: (a2} Use past and Mulure cooperation of Magyar Telekom
described in Paragraphs 4 and 5 above; (b) Magyar Telekom's payment of a monctary ¢riminal
penalty of $59,600,000; and (c) Magynr Telckom's implementation and maintenence of remedial
measures, and independent review and audit of such measures, including the compliance policies
and periodic reparting by Magyar Telekom as deseribed in Paragraph 10 above, the Department
agrees thal any proseeution of Magyar Telckom for the conduct sei forth in the atached

Siatement of Facts, o For the condoct that Magyar Telekom digclosed (o the Department prior 16

tha signing of this Agreement, be and hereby is deferred for the Term of this Agreemen.,

12.  The Department further agrees that if Magyar Telekom fully complies with all of
its ahligations under this Agreement, the Department will not continue the eriminal prasecution
against Magyar Telekom described in Paragraph | and, ot the conclusion of the Term. this
Agreement shall expire, Within thirty (30} days of the Agreement's expiration, the Depariment
shall seck dismissal with prejudice of the eriminal Information filed against Magyar Telekom
described in Paragraph 1.

Breach of the Agrecment

13, M, during the Term of this Agreement, the Department delérmines, in ils sole
discretion, that Magyar Telekom has (a) commitied any felony under U8, federal law
subsequent to the signing of this Agreemeni, (b} al any time provided deliberately Takse,
incomplete, or misleading information, or (o) otherwise breached the Agreement, Magyar
Telekem shall therealier be subject (v prosecution Ror any Tederal criminal violation of which the
Department has knowledge, including the charges in the Infarmotion deseribed in Paragraph |,
which may be pursued by the Departmvent in the US. Digirict Coor for the Easlemn Lhstnct of
Virginia. Any such prosecution may be premised on information provided by Magyar Telokom.



Any such prosecution that is not time-barred by the applicable statute of limittions on the date
of the signing of this Agreement may be commenced against Magyar Telekom notwithstanding
the expiration of the gatute of limitations between the signing of this Agreement and the
capiration of the Term plus ane year. Thus, by signing this Agreement, Magyar Telekam agroes
that the statute of limitations with respect (o any prosecution that is not time-barred on the date
of the signing of this Agreement shall be tolled for the Term plus ane year.

4. In the event that the Department determines that Magyar Telekom has breached
this Agreement, the Department agnees to provide Magyar Telekom with wrillen notice of such
breach prior 1o Instituting any proscaition resulting from mich breach. Magyar Telekom shall,
within thirty (30} days of receipt of such notice, have the opporunity w respond 1o the
Department in writing to explain the nature and circumstances of such breach, as well as the
actions Magyar Telekom has tken 1o address and remediate the situmion. which explanation the
Depariment shall consider in determining whether to institule a prosecution.

5. Inthe event that the Depariment determines that Magyar Telekom has breached
this Agreement: (a) all statements made by or on behalf of Magyar Telekom 1o the Depanment
o o the Coart, incloding the atteched Statement of Facts, and any lestimony givien by Magyar
Telekom before o grand jury, o court, or any tribunal, or a1 any legisinive hearings, whether prior
or subsequent bo this Agreament, or any leads derived from such staterents or testiomony, shall
be admissible in evidence in any and all eriminal proceedings broupht by the Department against
Magyar Telekom: and (b) Magyar Telekom shall not assert any claim under the Uniied Staies
Constitution, Rule 11{1) of the Federal Rules of Criminal Procedure, Rule 410 of the Federal
Rules of Evidence, or any other federal rule, that statemenis made by or on behalf of Magyar
Telekam prios or subsequent ta this Agreement, or any leads derived therelrom, should be

suppressed. The desizion whether conduct or statements of any curreni director or employee, or
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any person acting on behall of, or ot the direction of, Magyar Telckom, will be imputed o
Magyar Telekom for the purpose of determining whether Magyar Telckom has violated any
provision of this Agrecment shall be in the sele discretion of the Department.

6. Magyar Telekom acknowledpes that the Departnent has miade no representalions,
ASSUFENCES, OF provmises concerning what sentence may be imposed by the Court if Magyar
Telekom breaches this Agreement and this matter proceeds to judgment. Magyar Telekom
Further agknowledges that any such sentence is solely within the discretion of the Court and that
anthing in this Agreement binds or restricts the Court in the exercloe of such discretion,

Sale or Merger of Magvar Telekom

17. Magynr Telekom agrees that in the event it sells, merges, or transfers all or
substantially all of lis business operations s they exist as of the date of this Agreement, whether
such gale is stroctured as a stock or asset sale, merger or transler, it shall Inclode in any contract
for sale, merger, or transafer a provision binding the purchaser, or any mecestor in interest

thereto, to the obligations deseribed in this Agreement.

FPublic Statements by Magvar Telekom
I8 Magyar Telekan expressly agrees that it shall not, throtgh present oF futiune

atiormeys, officers, directors, employees, agents or any other person authorized 1o speak for
Magyar Telekom make any public statement, in litigation or otherwise, contradicting the
acceptance of responsibility by Magyar Telekom set forth above or the facts described in the
attached Statement of Facts, Any such contradiciory statement shall, subject to cure rights of
Magyar Telekom deseribed below, constitute a breach af this Agreement and Magyar Telekom

thereafler shall be sublect to prosecution as set forth In Paragraphs 13-16 of thiy Agreement. The
decision whether any public statement by any such person contradicting o fact contained in the
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Satement of Facts will be impuled to Magyar Telekom for the purpase of determining whether
they have breached this Agreement shall be at the sole discretion of the Deparimeni. [ ihe
Department determines that a public statement by any such persun contradicts in whole or in part
& dlatement contained in the Statement of Facts, the Department shall g0 natify Magyar Telekam,
and Magyar Telekom may avold a breagh of this Agreement by publicly repudiating such
statement{s) within live (5) business days aller notification, Consistent with the obligations of
Magyar Telekom as set forth above, Magyar Telekom shall be permined 1o ralse defenses and o
assert allinmative claims in civil and regulutory proceedings in the United States, and in any
proceedings outside the United Stales, relating to the matiers sct forth in the Statement of Facta,
This paragraph does not apply 1o eny stasiement made by any present or former employee of
Magyar Telekom in the course of any criminal, regulatory, or civil case initiated againgt such
individual, unbess such individoal i speaking on behalf of Magyar Telekom.

19.  Magyar Telekom agrees that if It or any of its direct or indirect aMilintes or
subsidiarics izsucs a press release or holds any press conference in connection with this
Agreement, Magyar Telckom shall first consult the Department 10 determine (2) whether the text
of the release or proposed statemenis at the press conlerence are true and accurate with respect (o
matters between the Depariment and Magyar Telekom:; and (b) whether the Depaniment has no
objectlon 1o the release. This paragraph will nod apply o any stetements by enlities or persond
el s e comnitrol of Magyar Telgkom.,

20.  The Department, if requested 1o do so, agrees to bring 1o the atiention of
governmental and other debarment autherities the facts and circumstances relating to the nature
of the conduct underlying this Agreement, including the nature and quality of Magyar Telckom’s
veoperation und remediation. By agrecing o provide thig information ta debarment authorities,



the Departmient is nol agreeing 1o advocate on behalf of Magyar Telekom, but rather ks agreeing
to provide fets 1o be evalusied Independently by the debarment authorities.

21, This Agreement is binding on Magyar Telekom and the Department but
specifically dnes not hind any alher federal apencies, or any staté, local or foreign law
enforcement or regulatory agencles, or any other authoritics, although the Department will bring
the cooperation of Magyar Telekom and its compliance with ts other obligations under this
Agreement to the attention of such agencies and authorilies i requested Lo do so by Magyar
Telekom,

Natice
2. Any notice to the Depariment under this Agreement shall be glven by personal

delivery, overnight delivery by a recognized delivery service, or registered or certithed mail,
addressed to the Deputy Chiel = FCPA Unit, Fraud Section, Criminal Division, U.S, Depaniment
of Justice, Fourth Floor, 1400 New York Avenue, N.W., Washingion, D.C. 20003, Any notice
to Magyar Telekom under this Agreement shall be given by personal delivery, overnight delivery
by a recognized delivery service, or registered or certified mail, addreased 1o Baldes Mithe,
General Counsel and Chief Legal and Corporate AfTairs Officer, Magyar Telckom, Ple,,
Kristlina kri. 55, H=1013, Budapest, Hungary, and Peter B, Clark, Cadwalader, Wickersham &
Taft LLP, 700 Sixth Street, N.W.. Washington. D.C. 20001, or their secccssors. Notice shall be

effesiive upon actual receipt by the Department or Magyar Telckom.



Lomplete Agreement
23,  This Agroement sets forth all the temms of the sgreement between Magyar

Tekekom and the Deparimént. Mo amendments, modifications or sdditivns t this Agreement
shall be valld unless teey are in wiiting and slgned by the Department and Magyor Telekoms.

AGREED:
FOR MAGYAR TELEKOM, Pl.:

Mﬂﬁcﬂmiﬁt‘ ;--ﬂ?-'ﬂ‘i By:
Dakcs ‘-::': ‘_’_;‘f:_ f}:, Fady By:

mﬁﬁ b&‘:-__u.i,,: 1 B

Chaiman of the Board of Directors and
Chiefl Executive Officer

rr
f’rﬁx‘w
BALAZS MATHE

General Counsel and Chicf Legal and
Dorporiis Officer

E _#.
CLARK

Cadwalader, Wickers LLP

Councel for Magyar Telekom, Plo.



FOR THE DEPARTMENT OF JUSTICE:

Drate: JLfﬂer-l

By:

DENIS J. McINERNEY
Chief, Fraud Section

L1AM B. BRENNAN

Trial Anomey, Fraud Sectlon

United Stares Department of Justice
Criminal Division

1400 New York Ave., N.W.
Washington, D.C. 20005

Phone: (202) 314-2000

Fax: (202) 514-7021

Email: liam.brennan3@usdoj.gov

NEIL H. MacBRIDE
UNITED STATES ATTORNEY

AT A

ROBERT W, WIECHERI
Assistam U.S. Anomey

CHARLES F. CONNOLLY
Assistant U5, Atlomey

U5, Atlomey's OfMice

2100 Jamieson Avenue

Alexandria, VA 22314

Phone: (703) 2993700

Fax:  (703) 299-3981

Email: charles.connollyifusdo).gov
robert.wiechering@usdoj.gov



CERTIFICATE OF GENERAL COUNSEL AND
CHIEF LECAL AND CORPORATE AFFAIRS OFFICER

| have read this Agreement and earefully reviewed every pant of it with outside counsel
for Magyar Telekom, Ple, (“Magyar Tebekom™). | understand the terms of this Agreement and,
based on authorization and instructions of the Board of Directors, voluntarily agree on behall of
Magyar Telekom to each of its terms. Before signing this Agreement, | consulied outside
coumsel for Magyar Telekom. Counsel fully advised me of the rights of Magyor Telekom, of
possible defenses, of the Sentencing Guidelines” provisions, and af the eonssquences of entering
inte this Agreement,

I have carefully reviewsd the terms of this Agreement with the Board of Directors of
Magyar Telekom. | have advised and eaused outside counsel for Magyar Telekom 1o advise the
Board of Directors fully of the rights of Magyar Telekom, of possible defenses, of the
Semtencing Guidelines' provisions, and of the consequences of entering inta the Agreement.

Mo promises or inducements have been made ciber than those contained in this
Agreement, Furthenmuore, no one has theeatened or forced mg, oF toomy knowledge any person
autharizing this Agreement on behall of Magyar Telckom, in any way to enter into this
Agreement. | am also satlsfled with outside counsel’s representation in this matier. | cerlify that
I am General Counsel and Chiel Legal and Corporate Affaire Officer of Magyar Telekom and
that | have been duly uuthorized and Instrucied by the Board of Directors of Magyer Telekom o

gxevule this Agreement on belall of Magyar Telekom,

Diate: ﬁcm_.__?"#,!nn
MAGYAR TELEKOM, Plc.

T — #
By: ,-"""F S i
Balizs Mithé
General Counsel and Chiel Legal and
Caorporate AlTairs OfTicer




CERTIFICATE OF COUNSEL
I am counsel for Magyar Telekom, Ple. ("Magyar Telekom™) in the matter covered by

this Agreement. In connectivn with such representation, | have examined relevant Magyar
Telekam documenis and have discussed the terms of this Agreement with the Magvar Telekom
Board of Directors. Based on our review of the faregoing materials and discussions, | am af the
Siniion that the representative of Magyar Telekom has been duly wuthorieed (v enter intw this
Agreement an behalf of Magyar Telekom and that this Agrecment has been duly and validly
authorized, executed, and delivered on behall of Mogyar Telekom and is a valid and binding
ahligation of Magyar Telékom. Further, 1 have carefully revicwed the terms of this Agreement
with the Board of Directors and the General Counsel and Chief Legal and Corporate A Tairs
OfMicer of Magyar Telekom. 1 have fully advised them of the rights of Magvar Telekom, of
possible defenses, of the Sentencing Guidelines” provigions and of the consequences of entering
into this Agreement. To my knowledge, the decision of Magyar Telekom 1o enter imto this

Agreement, based on the suthorization of the Board of Directors, & an informed and valunlary

ey Setazs

Cadwalader, Wickersham & Taft LLP
Counscl fior Magyar Telekom, Plo.

::':: % b'!"': , 2011




ATTACHMENT A

STATEMENT OF FACTS
The following Statement of Facts is incorporated by reference as pan of the Deferred

Prasecution Agreement (the “Agreement™) between the United States Department of Justice,
Criminal Division, Fraud Section, and the United States Anamey's Office for the Easlern
Distriet of Virginia (collectively, the “Department™), and MAGYAR TELEKOM, Pic.
(“MAGYAR TELEKOM™), and the parties hereby ngree and stipulate that the following
information is trug and accurate. MAGYAR TELEKOM admits. aceepts, and scknowledges that
it is responsible for the acts of its officers, employees, agents, and those of MAGYAR
TELEKOM's subsidiaries as set forth below. Should the Depariment pursue the prosecution that
is deferred by this Agreement, MAGYAR TELEKOM agrees that it will neither contest the
admissibility of, nor contradici, this Stalement of Facts in any such proceeding. 1Tihis matter
were 10 proceed 1o trial, the Depanment would prove beyond a reasonable doubt, by ndmissible
evidence, e facts alleged below amd set fosth in the criminal Information aitached w this
Agreemenl. This evidence would eatablish the fallowing:
MAGYAR TELEKOM and Related Entities

I MAGYAR TELEKOM, Ple. ("MAGY AR TELEKOM”), farmerly kndwn as
Matav, waz a publicly traded Hungarion corporation operating fixed ling and cellular phone
busincsscs in Hungary, Montenciro, Maccdonia, and elsewhere, using the T-Mobile and T=Com
brands. During the relevant lime period, MAGY AR TELEKOM's American Depasitory
Receipts ("ADRs") traded on the New York Stock Exchunge (“NYSE™) under the ticker symbol
“MTA." Accordingly, MAGYAR TELEKOM was an “issucr” within the meaning of the FCPA,

Title 15, United States Code, Section 78dd-1{a).



2. MAGYAR TELEKOM disclosed financlal Information 1o the public through
various means, including through the electronic filing of periodic and ennual reports on SEC
Forms 6-K and 20-F with the SEC, MAGYAR TELEKOM electranically transeitted its filings
to the SEC"s Electronic Data Gathering. Analysis. and Retrieval System (“EDGAR™) ot the
Management Office of Information and Technology in Alexandria, Virginia, within the Eastemn
District of Virginia,

' Dieutsche Telekom, AG DT, was a multinationa] telecommunicalions
company based in Germany and the parent company of MAGY AR TELEKOM. DT aperated
wellular and fixed line phone businesses under the T-Mobile and T-Com brands through various
operating subsidiaries, including MAGY AR TELEKOM. DT owned spproximately 60% of
MAGYAR TELEKOM and reported the results of its operations in DTs consolidated financial
statements. During the relevant time period, DT's ADRs traded on the NYSE under the ticker
symbol "0T." Accordingly, DT was an "issucr™ within the meaning of the FCPA, 15 ULS.C.

§ TRdd-1(a).

4, Makedonski Telekemmunikachi AD Skopje (“MakTel™) was the fomier sale-
owned telecommunications services provider in Macedonin, In January 2001, MAGY AR
TELEKOM, eeting in & cansartium with other bidders, scquired partial ownership of MakTel
through a privatization by ihe Government of U Republic of Macedonia, By late 2004,
MAGYAR TELEKOM had acquired sole ownership of an approximately 319 swake in Mok Tel
by purchasing additional shares [rom the Macedonian government and from private sharcholders
MAGYAR TELEKOM held its MakTel shares through a whoily owned holding company. The
Macodonian government currently relains an spproximately 35% stake in MakTel. From carly
2000 to mid-2006, Macedonian government awned approximately 47% of MakTel's shares. The
Macedonian gevernment, as a sharcholder, was entithed Lo a proporiionate distribution of all

LR PRI IEE. Y A=l



dividends declared by MakTel. MuakTel's dividend paymenis were a sipnificant source of
revenue for the Macedonian government. Throughout the relevant time period, MakTel's
financial results were Included in the consolidated financial statements that MAGY AR
TELEKOM filed with ihe SEC,

3. Telemacedonia AT Skopje (“Telemacadonia™) was a service company
coitrolled by MAGY AR TELEKOM thai provided consuhancy and other services 1o MakTel.
Throughaut the relevant tiowe pericd, Telemacedonia®s financial resuls were included in the
consolidoted financinl statements that MAGY AR TELEKOM filed with the SEC.

6, Stonebridge Communications AD Skopje (“Stonebridge™ was o halding
company that was contrnlled by MAGY AR TELEKOM and which ovwned shares in MakTel, but
otherwite conducied no business operations. Throughout the relevant time period. Stonehridpe’s
financial results were included in the consolidated Fnancial statements that MAGY AR
TELEKOM filed with the SEC.

7. Telekom Crue Gore A.D., nlvn “Croogorskl Telekom,” (~TCG™) and Iis
mabile company subsidinry were, respectively, the Montencgnin statesowned froed line and
cellular telecommunications companies. MAGY AR TELEKOM acquired both companies in
approximately March 2003, Before MAGY AR TELEKOM scqulred TCG, it was controlled by
the Gavernment of Montenegro, Accordingly, employees of TOG were “forcign officials™
within the meaning of the FCPA, Title 15, United States Code, Section TEdd-1(01NA). Alter
MAGYAR TELEKOM acquired TOUG, TOG s and its mobile company subsidiany™s financial
resulis were included in the consolidated Mnancial stmements that MAGY AR TELEKOM Mled

with the SEC.



Relevant Eviplopees and Agenis

B Magyar Telekom Executive #1 was o senior exceutive and board member of
MAGYAR TELEKOM during the relevant time period. As such, he wes an afficer, director,
employee, and agent af an “issuer™ within the meaning of the FCPA, 15 U.S.C. § 78dd- 1(a),

9. Magyar Telekom Executive #2 was a seninr executive of MAGY AR TELEKOM
during the relevant time period. As such, o was an officer, director, employee, and agent of an
“issuer” within the meaning of the FCPA, 15 US.C. § 784d-1{a). Magyar Telekom Excoutive
W2 served as an officer or director of curtain MAGY AR TELEKOM subsidiaries.

10.  Magyar Telekom Executive #3 was a scnior executive of MAGY AR TELEKOM
during the relevant time perlod. As such, he was an afficer, direcior, employee, and agent of an
“rssuer” within the meaning ol the FCPA, |5 U.5.C. § 78dd-1{a). Magyur Telckom Executive
#3 served a5 an officer or director of cerfain MAGY AR TELEKOM subsidiaries.

1. MakTel Executive #1 was a senlor executive of MakTel during the relevant time
period.

12.  MakTel Execotive #2 was a senior excentive of MakTel during the relevant time
period,

13, Greek Intermediary # 1 wast a businessman who controlled numenous shell
companics, and, during 2001 through 2004, conrolled a signiffcant stake in Stwonebridge ond
Telemacedonia throagh another company. During the relevant time peried, he was a principal
behind the counterpartics 1o numeraus contracts with MAGY AR TELEKOM, and assisted
MAGYAR TELEKOM in lis dealings whh Macedonian government afMicials.

14.  Greck Intermediary #2 was o board member of MakTel. During certain relevant
limes, he was an emplayes of Greek Inteomodiary #1, and he assisted MAGY AR TELEKOM in
its dealings with Macedonian government officlals.

UShcive 25000268, 1 A4



15.  Greek Intermediary #3 was a baird member of Stoncheidpe. During cortain
relevant times, e was an employee of Greek Intermediary #1, and he assisted MAGY AR
TELEKOM in its dealings with Macedonian government oflicials,

16.  Cypriot Shll Company was a shell company purportedly based in Lymassol,
Cypeus, which was controlled by Greek Intermediary #1, Greek Intermediary #2, and Greek
Intermediary #3. Cypriot Shell Company executed contracts with, submitted paperwork to, and
received payments from, MAGYAR TELEKOM and its subsidiaries.

Government Officials and Political Parties

I7.  Muacedonian Political Pany A and Macedonlan Polileal Party B were political
partics in the Macedonian governing coalition dusing 2005, among oller times. Each pasty
represented a traditional ethnie group in Mazedanin. As such, Maccdonian Palitical Party A and
Macedonian Political Party B were cach a “foreign political pany™ within the meaning of the
FCPA, 15 1.5.C. § 7R44-1{a)(?).

18, Macedonian Official #1 was a high-ranking government official with
reaponaibility related to telecommunications lows and regulations during 2005, among other
times, and a leader of Macedonian Political Pasty A. As sech, Macedonian OfMicial #1 was n
“foreign oficial” and an official of a foreipn political party within the meaning of the FCPA, 15
WS, §5 T8dd=1{A{1MA), 78dds1{a}2).

19, Macedonlan Official #2 was a high-ranking govemment official with
respansibility for telecommunications laws and regulations during 2005, among olher limes, and
a leader of Macedonian Politieal Pamy B. As such, Macedonian OfMicial #2 was n “foreign
official™ and an official of a fercign political party within the meaning of the FCPA, 15 LL5.C.
§3 T8dd-1ENCINA), TBdd- (a2),
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Conduct in Mucedonia

20.  During 2005 and 2006, certain senbor executives then employed by MAGY AR
TELEKOM, including Magyar Telekom Exccutive #1, Magyar Telekom Executive #2, and
Magyar Telckom Executive #3 (thess three former executives are referred ta callectively herein
03 “Magyar Telckom Exccutives™), engaged in a course of conduct with consultants,
intermediaries and other third parties, including contracting through sham eomtracts 1o pay an
aggregale amount of €4.875 million to the Cypriot Shell Company and one of its affiliates, under
clrcumstances in which they knew, or wene aware of a high probability that circumstances
exlsied in which, all or a partlan of the proceeds of such payments would be offered, piven,
pramised or paid, directly or indivectly, (o0 Mecedonian Govermment OfMicial 21, Muacedonisn
Governmeni Officlal £2. Macedonion Political Party A, and/or Macedonizn Palitical Party B
with the intention of obtaining busincss and sdvantages for MAGY AR TELEK.OM. In addition,
Macedonian Political Party B was offered the oppoartunity to designate the beneticiary of a
business veniure in exchange for the party’s support of MAGY AR TELEKOM"s desired
benctits,

21, In carly 2005, the Macedonian Parliament enacted an Electronic Communications
Law designed to liberalize the izlecommunications market in 2 manner that would have been
unfavorable 1o MAGY AR TELEKOM, Specifically, among other things, the law authorized the
ielevommunicatlons regulatory bodies In Macedonia ta hold o public tender for a license 1o
aperate A third mobile clephone biziness Bial would directly compete in Macedonis sgainat
MAGYAR TELEKOM?s Mscedanian subsidiary, MakTel, and impased increased frequency
fees and other regulatony burdens,

22 Inoraround late Janwary 2005, Mapyar Telekom Execurive #1, Magyar Telekom
Executive 82, Greek Infermediary #1, Greck Intermediary 82, Greek Intermediary #3, and vihers
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assisted MAGY AR TELEKOM by meeting with Macedonian Official #1 and others in Skopje
and informed them that a third mobile license was not acceptable,

23, Onor about March 9, 2005, Mak Tl Executive #1 sent an email to a Macedonian
governmeni ofTickal at his U.S.-based email address and requested that this Macedonian
government official mfvrm MukTel Executive #1 of the “officlal nominated proup members of
the frequency fee arrangement,” which email was passed through, stored on, and Iransmitied
from servers located in the United Siates.

24.  On or abou May 9, 2005, Magyar Telekom Executive ¥2 senl an email to Groek
intermediary #2 stiaching a draft Leuer of Intent. The draft Lener of Tntent detatled MAGY AR
TELEKOMs commiliment o start a mobile virtual network operator (“MYNO™) in Kosove with
a company 16 be chasen by Political Party B, MAGY AR TELEKOM developed the plan for the
MVNO In Kosovo as an alternstive to a third competitor in the Mocedonian telecommunications
market

25, Inopproximately May 2005, cenain of the Magyar Telekom Executives approved
and exceuled a secret agreement, e Protocol of Cooperation, with Macedonian Official #1 1w
delay or preclude the issuance of a third mobile lelephone license and 1o mitigate the other
sdverse efTects of the new law; including not requiring MakTel 1o pay the full amount of the
increased frequency Tee by underiaking the fallowing aclions, among olhers:

2. O or sbout May 23, 2003, Magyar Telekom Executlve # 1 received vin
cmail & copy of e Protocol of Coeperation 10 be execuled on behall of MAGY AR TELEKOM
and by Macedanian Official 1.

b, Shortly thereafter, on or aboul May 27, 2005, ot o meeting ot the Holiday
Inn in Skopje. Magyar Telekom Executive #2, Magyar Telekom Executive #3, Greek
Intermediary 82, Greck Totesmediary 81, and various Macedonman officials discussed the
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Protocol of Cooperation and agreed (o keop the existence and purpose of the agreement from
others, including MAGY AR TELEKOM"s auditors and the public, Magyar Telekom Exceulive
#2 and Macedonian Oficial #1 excculed the Protocol of Cooperation, and thereafter the
agreement was kept out of MAGY AR TELEKOM's baoks and records residing instead with
Groek Intermediary #1 in Greece.

c On or about May 31, 2005, in order 1o inform Mok Tzl Executive #1 of
MAGYAR TELEKDM s secret agreement with Macedonian political ofTicials, Magyar Telekom
Execunlve #2 transmitied a copy of the agreement from his MAGY AR TELEKOM cmail
aucount v MakTel Executlve #1%s Hotmall emall nccount, which passed through, was siored on,
and trangmitted 1o servers located in te United States.

d. On ar about May 31, 2005, Mapgyar Telekam Executive 81 and Magyar
Telekom Executive #2 were requested 1o provide o copy of the signed Protocol of Coopermtion,
after which Magyar Telekam Executive 81 explained the “special circumstances™ surmotmading e
Protocol of Cooperation (o justify not producing a signed copy.

26,  In sddition, in or around August 2005, the Magyar Telekom Exccutives linalized
o Letter of Intent for the MVYMO with an enlity designated by Macedonian Palitical Pasty B,
They made this offer in the Lecter of Intent in order o secure Macedonian Official #2's execution
of the second secret Protocol of Cooperation and the benefits that would flow rom that
agreement. The Lener of Intent was executed by Magyar Telekom Exeeutive #1, however, the
business epportunity ullimately wos nod developed,

27, Mevenheless, in or oround August 2005, cenain of the Magyvar Telakom
Executives entered nto a scoond secret Protocol of Cooperation with representatives of
Macedonlan Political Pany B and Macedonlan OfMclal #2 to obialn the same business and
regulatory benelits for MAGY AR TELEKOM. This sevond socrel Proteco] of Couperation was
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alsa kept sutside MAGY AR TELEKOM's records and remained with Greek Intermediary #1 in
Ureece,

28.  Belween 2005 and 2006, as MAGY AR TELEKOM recelved the benefis
pramiscd in the agreement, the Magyar Telekom Executives authorized MakTel and wther
MAGY AR TELEKOM subsidiarics to enter into a serics of ot least six false “succcss fee based”
conmracts purporedly for “consulting™ and “marketing™ services, and (0 pay an aggregate anvount
of €4.875 milllon under those contracts to the Cypriot Shell Company and one of its affilialcs,
wnder circumstances in which the Magyar Telekom Executives knew, ar were aware of a high
probability that circumstances existed in which, ull ur a portion of the proceeds of such paymens
wonld be offered, given, promised ar pald, dircetly or indirectly, to Macedonian government
officints,

29, The anly execited copies of the two secret Protacols of Caoperatinn with the
government olTicials were retained by Greek Intermediary #1. and the existence and wrue purpese
of the sgreements were unkngwn Lo anygne within MAGY AR TELEKOM and DT other than
Magyar Telckom Executive #1, Magyar Telckom Executive #2, and a relatively small number of
additional panticipants.

30, Maogvar Telekom Execotive @] and Magyar Telckom Execulive #2, assisicd by
Oreek. Intermediury #1, clreumvenied MAGY AR TELEKOM®s intemal controls by;

8. In or sround Apeil 2006, MakTel Executive i1, MekTel Exccutive #2, and
Greek Imermediary ¥2 executed a contract between MakTel and Cypriot Shell Company
purperiedly for cable television due diligence services in an amount of €900,000 with a listed

date of lanuary 1, 20046,



b. In or arcund Apeil 2006, MakTel Executive #1, MakTel Exccutive #2, and
Greek Intermediary #2 executed a contract betwoen MakTed and Cypriot Shell Company
purpoeedly for marketing serviees in an amount of €730,000 with a listed dute of March |, 2006,
€ On or sbout May 5, 2006, MakTel Executive #1, MakTel Execulive 82,
and others executed a contract between MakTel and anclher company purportedly for marketing
services in an amount of €900,000.
d. On or gbout December 12, 2006, Greck Intermediary #1, Greek
Intermediary #2, and Greek Intermediary #3 caused Cypriot Shell Company to transmit a repon
to MAGYAR TELEKOM and its subsidiaries to fMlsely justity a £450,000 payment that was
made by MakTel and which report could be purchased on the internet for approximaely £300.
11, These consulting and marketing contrces entered Into In 2003 und 2006 gererally
were backdated or conmined success-based contingensics that had alrcady boen watisticd by the
time they were exevuled, and were supported by false performance cenificates or ather
fabrieated evidenee of performance. The contracts served no legiflimale business purpose, and no
valuable performance was rendered under them.
32 The payments made under tese sham contracts were recorded on MAGY AR
TELEKOM's books and records in a manner that did not sccuralely refleet the true purposes of
ihe contracts under which they were made, and the false books and records were consulidated

fivto IT"s Ninancial slatements:

Daie Amrgint Ta B From
July 12, 2005 €340,000 MakTel Cypriot Shell Company
July 13, 2005 el DN MakTel Cyprivt Shell Company
Seplember 6, 2005 £S5, 000 Slomebridgpe Cypriot S.hell Comngany
Eeprember 9, 2003 EVE0,000 Stemchridge Cvpriot Shell Company




Apeil 11,2006 £450,000 MakTel Cypriot Shell Company

April 11, EIII; ESTS, 000 MakTel Cypriat Shell Company
May 30, 2006 €900.000 MakTzl Alfilime of Cypriot Shell
Company

33.  Followings these sham contracts and offer, the Macedonian government delayed
the introduction of o third mobile telephone competitor until 2007 and reduced the frequency fee
tarilfs imposed on MAGY AR TELEKOM s Macedonian subsidiary, MakTel.

Conduer in Montenegro

M.  InOciober 2004, the Government of Montenegro isued o tender (o privalice ils
approximately 51% stake of the state=owned telecommunications company, TCG. MAGYAR
TELEKOM submirted a bid that sought to obtain a super-majority ownership siake, consigting of
the government's 3 1% chare, plus enough additional minority shares from private investors (o
give MAGYAR TELEKOM ownership of ot least twowthirds of TOG, The Board of Directors of
MAGYAR TELEKOM, In sccordance with the declsion of the Management Board of DT,
limited the prive that MAGY AR TELEKOM could pay on a pricc-per-share basis for the
acquisition. MAGY AR TELEKOM’s bid for the government shares was conditioned on its
ability to nequire the minority shares at the intended valuation.

15,  MAGYAR TELEKOM prevailed in the public tender process, bul the
Monicnegrin government rejected MAGYAR TELEROM's provislon w condlition the
acquisition upon sequiring a super-majority stake, The share purchase agreement ultimately was
executed withaut thiz sanditian.

36. By March 2005, MAGY AR TELEKOM ultimately suceceded in aequiring an
approximately 73% stake in TCG on ks desired terms, but only after government alficials
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committed the Government of Montenegro to conteibute an additional €0.30 per shure 1o the
private shareholders.

37, After the Government of Montenegro Melllaed MAGY AR TELEKOM's
acquigition of shares of TCG from minorily sharcholders, the Magyar Telekom Executives
couscd MAGY AR TELEKOM, TCG, andior its affiliates toenter info Tour contracts that
purported 1o relade (0 the TOG scquisition andfor MAGY AR TELEKOM's operations in
Muontenegro, bul under which no valuable performance was actually rendered. The payments
under those conracts were not recorded accurately on MAGYAR TELEKOM's or MAGY AR
TELEROM s sulbsidiaries’ bovks and records,

38, MAGYAR TELEKOM entered Into two nearly-identical contracls with two third-
party consultants, purportedly for assictance In porchasing the additional shares from the
minority sharcholders. The consultanls were shell companies based in the Republic of Mauritivs
and the Republic of the Seychelles that had never hefore provided services in MAGY AR
TELEK.OM or DT, and one of the entities was not even legally incorporaied when iis coniract
wias purporiedly signed, Certain of the Magyar Telckom Executives executed the conlracts on
MAGYAR TELEKOM's behalf after MAGY AR TELEKOM had already sequired TCG, but
buckdated the contracts. Thess contracts concealed the true parties-in-interest and the third-party
consultants perfarmied no legilimate services under either of these cantracts. Documents
purporiedly evidencing the consultants® performaence under the contracts were fabricated o give
the appcarance thal the consultants rendered legitimate services.

3. The Magyar Telekom Executives eaused MAGY AR TELEKOM 0 make two
payments iosaling €4.47 milllon under these contracts between approcimately May 12, 2003, and

My 20, 2005,
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40.  TCG and a TCG affiliate entered into two additional consulting contracts in 2005
that purpacted 1o refale 16 MAGYAR TELEKOM's scquisition of TCG. Both contracts were
executed with the knowledpe and approval of the Magyar Telekom Executives.

41.  One of these contracts purported to require a New York, NYsbased counterparty
10 provide vaguely idenlified assislance in conneclion with the acquisition and integration of
TCG inte MAGY AR TELEKOM's corporate struciure, One of the Magyar Telckom Executives
signed the contract on behall ol a TCG afMiliate and backdated it. The TCG affiliate made
puymenis ol €380,000 under this contreet, even though no bona [ide services were rendered 10
MAGY AR TELEROM or its subsidiaries wnder Eve confract. MAGY AR TELEKDM's
subsidiary falscly reconded the payments under this contract is & consulting expense on iis books
and records.

42,  The viher sham consuliing contact was with a shell company based at a
retidentinl addreas in London. Under the contract, the consultont purportedly would provide
MAOYAR TELEKOM with strategic advice related to the telecommunications market in
Seutheastern Europe. However, nane of the reporis provided by the consultant represenied
original work. Inmead, each report bore a mark on each page identifying the repon as the
product of another consulting fiem, The consultant provided no logitimale services 1o MAGYAR
TELEKOM, Although a TCG afMiliate paid €2.3 million 10 the consuliant betwoen
approximately November 7, 2005, and Decomber 28, 2005, MAGY AR TELEKOM s auditors
subsequently valued the reports provided al approximately €20,000.

43.  These two additional consuliing contructs (1) concealed the e counterpartics;
{2) did not securately describse e true services to be rendered; (3) purported to be suceess based,
bt were eatered into after the relevant contingencies hud already been satichied by other service

providers; (4) served no legitimate business purpase, and (3) were supponed by false
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performance certificales or fabricaled evidence of performance. The services under these
contracts also duplicated services that had previously been provided 1o MAGYAR TELEKOM
by known partics for substantially luwer prives.

44.  The paymenls under the four eontracts described abave were recorded on
MAOY AR TELEKOM's books and records, or those of certgin of MAGYAR TELEKOM s
subsidiaries, in a manner that did nol accuralely reflect the true purposes of the contracts under
which they were made, and the false books and records were consolidated into MAGYAR
TELEKOM's and DT"s finuncial staternents,



ATTACHMENT B
CERTIFICATE OF CORPORATE RESOLUTIONS

WHEREAS, Magyar Telekom, Ple. (“Magyar Telekom™ or the "Company™), has been
engaged In discusgions with the United States Department of Justice, Criminal Division, Fraud
Section, and the United States Atomey's OfMice for the Eastern Dissriot of Virginia (collestively,
the “Dkpariment™) regarding issucs arising in relation to conduct in violation of the Forcign
Corrupt Practices Aet (“FCPA™): and

WHEREAS, in order o resulve-such discussions, il is proposed that e Company cater
inte a certain agreement with the Department; and

WHEREAS, the Company’s the General Counsel and Chief Legal and Corporale Allair
Officer, Balkzs Mathe, together with cutside counsel for the Company, have advised the Board
of Directars af the Company of the Company®s rights. patsible defenses. the Sentencing
Cuidelines’ provisions, and the conzequences of entering inte such agreement with the
Department;

Therefore, the Board of Directars has RESOLVED as follows:

Resolution No, 191 (28.12.2011) - Approval vf a Seitlement with the U.S. Deparfment of

Justice: The Board of Directors of Magyar Telekom, Ple. (the “Company™), having

reviewed the draft Delemred Proseculivn Agreement between the United Stales

Department of Justice, Criminal Divition, Fraud Seetion and the United States Anomey's

OfMice for the Enstern Disirien of Virginka (collectively, the *Depantment™) on one hand

and the Company on the other hand (ihe “Deferred Prosecution Agreement”™), as well as

the related Infarmation to be filed in the United States Distriet Court for the Eastern

District of Vieginia, in the Case “United Siates of America v. Magyar Telekom, Ple.” (the

“Informatton™) (the Deferred Progecution Agreement and the Information collectively the
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“Setlement Docurments™), approves a final settfement with the Depantment, resolving the
Department’s investigation regarding certain contracts relating to the activities of the
Company andfor its affiliates in Momienegro and Macedunia, in sccordance with the
Settlenent Documents. The Company (a) acknowledges the Mling of the three-count
Infarmation charging the Company with one count of violating the anti-bribery
provisions of the FCPA, Title 15, United States Code, Section 78dd-1, and rwo counts of
violaling of the books and records provisions of the FCPA. Title 15, United States Code,
Sections T8m(BNZMA), 78m(b)(3), and TBMa); (b) waives indictment on such charges
and enters into a deferred prosecution agreement with the Department; and (c) agrees (v
secept monelary criminal penaltics against the Company ioling §39,600,000, and to pay
such total of 559,600,000 1o the Unied States Treasury with respect to the conduct
described In the Information.
Thve Chairman of the Baard af Directors and Chief Executive Officer, Christopher
Mattheisen, and the General Counsel and Chicl Legal and Comorate AfTuirs Officer of
the Company, Baliss Méthé, are hereby anthorized, empowened and directed, on behall
of the Company, 1o execule the Delerred Prosveution Agreement as submitted 1o the
Board of Directors.
The Board of Direclors authorizes and instruets the management of the Company lo take
all necessary actions wo eomply with the terms of the Deferred Prosccution Agresment
following its execution.
r.l'
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ATTACHMENT C
CORPORATE COMPLIANCE PROGRAM

In order (o address any deficiencies in its internal contrals, policles, and procedures
reganding compliance with the Foreign Corrupt Praciices Act (“FCPA™), 15 US.C. §§ 78dd-1, et
s¢q., and other applicable anti-corruption laws, Magyar Telckom, Ple., agrecs to continue (o
conduct for itself and for the subsidiaries that it controls (“Magyur Telekom™ or the "company’),
in & manner consistent with all of its cbligations under this Agreement, appropriate reviews ol lis
existing internal controls, polivies, and procedures.

Where necessary and appropriate, Magyar Telekom agroes 1o adopt new o to modify
existing internal controls, policles, and procedunes in order 1o ensure that it maintains: (a)a
syssem of intermal aceounting controls designed to ensure thet Magyar Telekom makes and keeps
Tair and sccurate basks, recards, and nocounts; and (b) a rigorous anti<corruption compliance
code. standards, and procedures designed to detect and deter violations of the FCPA and other
applicable antl-corruption laws. Ala minimum, this should include. bui noi be limited to, the
following elements (o the extent thay are not already part of the company’s existing internal
canirols, policies, and procedures:

. Magyar Telekom will develop and promulgate a clearly arficulated and vislble
corporate policy against vickuions of the FCPA, including its anti-bribery, books and recurds,
and Internal controls provisions, and other applicable forelgn law counterparts {callectively, the
“anti=cormption laws,”), which policy shall be memorialized in a written internal regulations.

N Mapyar Telckon will ensure that its senior management provide strong, explicit,
and visible support and commitment o its corporate pelicy against viodations of the anti-

eorruption laws and its intemal regulations.



3. Magyar Telekom will develop and promulgate complianee standards and
procedures designed (o reduce the prospect of violations of the anti-corruption laws and Magyar
Telekom's compliance code, and Magyar Telekom will take appropriate measures 10 encourage
and support the observance of ethics and compliance standards and procedures againsi foreign
bribery by personnel at all levels of the company. These anti-corruption standards and
procedures shall apply to all directors, officers, and employees and, where necessary and
appropriate, outside parties acting on behalf of Magyar Telekom in a forelgn jurisdiction.
including but not limited 1o, sgents and infermediaries, consultants, representatives, distributors,
lcaming partners, condractors and supplicrs, consartia, and poant venlure pariners (callectively,
“agents and business partners™), to the exient that agents and business panners may be employed
urrder Magyar Telekom's corporsiz policy. Magyur Telekom shall notily all employees that
complinnce with the standards and procedures is the duty of individuals at all levels of the
company. Such smndards and procedures shall include policles poverning:

3 gifls:

h. haspitality, entertainment, and expenses;

g customer travel;

d.  political contribufions:

e charitable donations and sponsorships;

[ facilitation payments; and

g solicitation and extomion.

4. Magyar Telekom will develop these compliance stemdards and proceduncs,

including internal controls, ethics, and compliance programs on the basis of a risk assessment
addressing the individuol circumstances of the company, in particular the foreign bribery risks

facing the company, including, but not limited 10, its geographical organization, interctions with
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varlous types and levels of government officials, industrial sectors of operation, invelvement in
joint venture arrangements, importance of licenses and permils in the company™s operations,
degree of governmental oversight and inspection, and valume and imponance of goods wmd
personnel clearing through customs and imamigration,

5. Magyar Telekom shall review ils anli-corruplion compliance standards and
procedures, including internal controls, ethics, and compliance programs, no less than annually,
and updaie them as appropriate, Gking intp account relevant developments in the field and
evolving international and industry standards, and update and adapt them as necessary (o ensure
their continued effectiveness.

6. Magyur Telekom shall assign responsibility to the Group Compliance Officer of
Magyar Telekom for the implementation and oversight of Magyar Telekom's gnti-cormiption
palicies, standards, and procedures, Such sorporate official shall have dircct eeporting
ubligations tv Magyar Telekom's Audit Committee as an independent monftoring body and shall
have an sdequate level of autonomy from management as well ax sulTicient resources and
authority o maintain such autonomy,

7. Magyar Telekom will ensare that it has a system of financial and accvunting
procedures, including a system of intemal controls, reasonably desigined to ensure the
maintenance of fair and accurate bovks, reconds, and accounts to ensure that they cannot be used
for the purpose of foreign bribery or concealing such bribery.

8. Magvar Telekom will implement mechanisms designed 1o ensure that les angi-
corruption policies, standards, and procedures are effectively communicaied w all dircctors,
olficers, employess. and. where sppropriuic, sgents and business parners. These mechanisms
shall include: (a) periodic training for all dirsctars, officers, senior managers, and all other
employees working in positions involving sctivities implicated by Magyar Telekom's policies
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regarding anti-corruplion and complinnce with the FCPA, and, where necessury und appropriate,
agents and business partners; and (b) accompanying certifications by all such dinectors, officers,
and employees, and, where necessary and appropriate, agents, and business partners, corbifying

compliance with the rraining requirements.
9. Magyar Telekom will maintain, or where necessary estebiish, an effective system

m Providing guidance and advice (o directors, ofTicers, employees, and,
where appropriate, agents and business partners, on complying with Magyar Telekom’s anti=
corruption compliance policies, standards, and procedures, including when they need adviec on
an uigent basis or in any foreign jurisdiction in which the company operales,

b. Internal and, where possible, confidential reporting by, end protection of,
direetors. officers, emplayees, and, where sppropriate, agents and business partners, not willing
o violate professional standards or ethics under instructions or pressure [rom hicrarchical
superiors, o well as for directors, officers, employee, and, where appropriate, agents and
business paniners, willing to repon breaches of the law or professional standards or ethics
coneeming anli-cormuption pocurring within the company, suspected criminal conduct, andfor
violations of the sompliance palicies, standards, and procedures regarding the anti-corruption
laws for direciors. olTicers, emplovees, and, where necessary and approprinte, agents and
business partners; and

e.  Responding 1o such requesis and underiaking sppropriate aclivn in
respanse w such reporis.

10.  Magyar Telekom will institute appropriate disciplinary procedurcs to address,
among other things, violations of the anti-corruption laws and Magyar Telekom®s antl-cormuption

compliance code, policles. and procedures by Magyar Telekwn's divectors, officers, and
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emplovess, Magyar Telekom shall implement procedures to ensure thal where misconduct is
discovered, reasonable steps are taken lo remedy the harm resulting from such misconduct, and
1o ensure Thal appropriate steps are laken to prevent further similar miseonduer, including
assessing the internal controls, ethies, and compliance propram and making modifeations
mecessary o ensure the progrom is effective,

1. Magver Telekom will institute appropriate due diligence and compliance
requirements pertaining to the retention and oversaght of all agenls and business partners,
including:

a. Properly documented risk-based due diligenes pertining (o the hiting and
appropriaie snd regular oversight of sgenis and business partners;

b, Informing agents and business partners of Magyar Telekom's commitment
1o abiding by laws on the prohibitions agalnst forelgn bribery, and of Magyar Telckom®s cihics
and compliunce standards and procedures and ather measires for preventing and detecting such
bribery; and

L3 Seeking a reviprosal commitment from ajgents end business partners.

12,  Where necessary and appropriate, Magyar Telekom will include standard
pravisions in agreements, contracts, and renewals thereof with all sgents and business partners
thut ure reasonably calculated 1o prevent violathons of e anlti-corruption laws, which may,
depending upon the circumstances, include: (o) anti-corruption representations and vandertakings
relating to compliance with the anti-corruption lews; (b) rights (o conduct audits of the books and
recends of the agent or business partner 1o ensure complianee with the foregoing: and (c) rights o
terminate an ngent or business pariner as a result of any breach of antiscormuption laws, and

regulations or representalions and undertakings related 10 such mausrs,



13.  Magyar Telekom will ensure thal new business entitics are only acquired after
trorwugh FCPA and antl-cormuption law due diligence by legal, accounting, and compliance
personnel. Wiere such anti<correption luw due diligence [s not pracileable prior 1o acquisition of
& new business for reasons beyond Magyar Telekom's control, or due o any applicable law, rule,
or regulation, Magyar Telekom will conduct FCPA and anti-cormuption law due diligence
subsequent Lo the acquisition and report to the Department any corrupt paymenis or inadequaie
Internal controls as required in Paragraph 10 of this Agreement.

14, Muagywr Telekom will ensure tha Magyar Telekom's policies and procedures
regarding the anti-carmuplion laws apply as quickly s is practicable to newly acquired businesses
and will prompaly:

8 Train directors, officers, and senlor managers, and those employvees
warking in pasitions involving activitics implicated by Magyar Telckom's policies regarding
anti-gorruption and compliance with the FCPA. and, where necessary and npproprinte, apents
and business partners, on the anli-corruption laws and Magyar Telekom’s policies and
procedures regarding anti=cormuption laws.

b. Conduet on anti-sorruption specifie audit of all newly-acquired businesses
as quickly as practicable.

I15.  Magyar Telekom will conduet periodic review and testing of i1s anti-corruption
compliance code, stendards, and procedures designed o evaluale and impiove their elfeclivencss
in preventing and detecting violations of anti-corruption laws and Magyar Telckom's anti-
cormuption code, standards and procedures, wking Into account relevant developments in the fisld
and evelving intermations! and industry standards.



ATTACHMENT D

CORPORATE COMPLIANCE REPORTING
1. Magyar Telekom, Ple., ("Magyar Telekom®™), agrees that it will repont pericdically,

at no lext than | 2-month intervaly, in accondance with the schedule described in Paragraph 3
below, during the two-year term of this Agreement, to the Uniied Suates Depantment of Justiee,
Criminal [Nvision, Fraud Section, and the Uinsted Stales Attorney”s Office for the Eastern
Drisiric of Virginia (collectively, the “Department™) regarding rémeadiation and implementation
of the compliance progrem and internal vontroly, policies, and prevedures described in
Altnchment C.

2. Should Mogyar Telekom discover credible evidence, not already reporied 1o the
Department, thal guestionable or cormupl payments or questionable or comupt transfers of
property oF interests may have been offered, promiised, paid, or authorized to or for the benefit of
government officlals by any Magyar Telekom entity or person, or any entity or persen working
directly for Magyar Telekom, or that related false books and records have been maintained,
Magyar Telekom shall prompily report sush conduel 1o the Depanment.

- During the iwo-yeur term of this Agreement, Magyar Telekom's Group
Compliance Diicer shall: {1} conduct an initial review and prepare an initial report, and (2)
conduct and prepare a follow-up review and repar, as deseribed below;

&, By no later than e year from the date on which the Information is led,
Magyar Telekam shall igaue a written report covering the prise [2-month period and setting Torth
a complete description of it remediation efforts to date, its propesals reasonably designed (o
improve the policies and procedures of Magyar Telekom for ensuring compliance with the FCPA
gnd vther applicable anti-somuption laws, and the paramelers oF the sulbsequent revicws. The
report ghall be tranamitted to Deputy Chief — FCPA Unit, Fraud Section, Criminal Division, LS.



Depanment of Justice, 1400 Mew York Avenue, N.W., Bond Building, Fourih Floor,
Washingion, .C, 20005, Magyar Telekom may extend the lime period Tor issunnce of the
report with prior wrilten approval of the Department.

h. Magyar Telekom shall undertake a Rollowsup review, intorporating any
comments provided by the Department on its initial review and report, to further manitor and
assess whether the policies and procedures of Magyar Telekom are ressonably designed (o detect
and prevent violations af the FCPA and other applicable anti-corruplion laws.

€. Thee follow-up review and repon shall be completed by no more than one-
year afier the initial review,

d.  Maogyor Telekom may extend the time period for submission af the

follow-up report with prior written approval of the Department.



