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MATAV ANNOUNCESRESULTS FOR THE FIRST NINE MONTHS OF 2000

BUDAPEST - November 14, 2000 - MATAV (NYSE: MTA.N and BSE: MTAV.BU), the
leading Hungarian teecommuni cations service provider, today reported its financid results for the
first nine months of 2000.

Highlights

- Revenues grew by 16.8% (13.6% in euro terms) to 327.3 billion forints (1.3 billion euros)
compared to 280.3 hillion forintsin the first nine months of 1999. Growth was underpinned
by the continuing success of MATAV’ s mobile, leased line and data businesses, aswell as
increases in monthly fixed voice tariffs:

- The mobile business continued to be MATAV’s most dynamic revenue driver, ddlivering
an outstanding growth of 32.6% year-on-year to 79.1 hillion forintsin afiercely competitive
market.

- The strong expansion in mobile dso contributed to a Sgnificant jump in teecommunications
equipment sdes, which resulted in a 71.1% increase in revenues from other servicesto 24.8
billion forints.

- Revenues from leased lines and data transmission achieved a strong increase of 34.4% to
19.2 hillion forints, underscoring the promise of this area.

- Revenues from fixed voice monthly feesincreased by 50.3% to 44.9 hillion forintsas a
result of the nearly 50% increase in the monthly charge at the beginning of February, in line
with our tariff rebdancing efforts.

- EBITDA increased by 14.0% (11.0% in euro terms), amounting to 152.6 billion forints
(589.6 million euros) versus 133.8 hillion forints in the same period of 1999. Our EBITDA
margin was 46.6% for the first nine months of 2000.



- Net incomeincreased by 11.6% (8.6% in euro terms) to 62.3 billion forints (240.7 million
euros), which represents a net income margin of 19.0%.

Elek Straub, MATAV Chairman and CEO, commented: “ On one hand, the owdown in our fixed
voice busness reflects the maturity of this segment as the penetration rate nears our 40% target, and
reductions in per-minute tariffs have so far produced only minima increasesin cal volumes,
Therefore, to provide our fixed voice business with renewed momentum heading into full
liberalization of the market, MATAV will undertake a vigorous restructuring program that will

impact our 2000 results, details of which will be announced in the coming weeks. MATAV’s mobile
and data businesses, on the other hand, have once again delivered an excellent performance, and we
continue to invest in these high growth areas to secure a strong platform for the company’ s future
success. We think that the upcoming period will be a chalenging but exciting time. We will focus on
ensuring the strength and vitality of our operations, while continuing to position MATAV to capitdize
on the fundamenta shift of Hungarian business and residentia customers towards mobile and | P-
based products and services.”

Horst Hermann, director of strategy added: ,, At the same time, we will continue to work closdly with
our strategic partner, Deutsche Telekom in evauating expansion opportunities with a clear
risk/reward profile both insde Hungary and within the region. Our recently announced consortium
bid for Macedonian Telecom is an example of our conservative approach of seeking exposure to
growing telecommunications markets where we can leverage MATAV's core competencies, where
we can enhance our regiona network services position and strengthen the customer offering, and
where we can create vaue for our shareholders.”

Mobile revenues increased by 32.6% to 79.1 billion forints, which represents 24.2% of our total
revenues. Westel managed to capture 53.9% of the market’ s net subscriber additions in the first nine
months of 2000, demondrating its resilience againg two aggressve GSM competitors. At the end of
the period Westel had 1.35 million subscribers, a year-on-year increase of over 80%. Prepaid
customers contributed 82% of the net additions, amounting to nearly 45% of our overall subscriber
base at the end of September. Average monthly usage per Westel subscriber remained high at 185
minutes, which is only 7.5% less than ayear ago. The average monthly revenue per user decreased
by 18.3% year-on-year to 9,431 forints. This reflects the rapid growth of prepaid customersin our
subscriber mix aswell as the seps we have taken to maintain our competitive edge, including the
one-time effect of the introduction of per-second billing at the end of last year, and the reduction in
monthly fees earlier this year.

In the first three quarters of the year we increased our data revenues by 34.4% to 19.2 billion
forints, underpinned by two very positive trends. First, business customers are making the shift from
traditional data transmission solutions towards | P-based products. Second, customers bandwidth
needs are increasing, giving a strong boost to this business line. In response, MATAYV launched
commercia ADSL service in September, and we expect to have a customer base in the range of
10,000 by the end of 2001.

Our internet subsidiary, MATAVnet has more than doubled its subscribers year-on-year to over
80,000. MATAV Net posted another first in the Hungarian market with the recent launch of its
ADSL based internet packages, while introducing EDI based e-commerce solutions and a
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competitive, flat rate, leased line pricing plan. In September we launched Marketline, ajoint-venture
with SAP, Compaqg and Arthur Andersen that aims to capture a share of the Hungarian B2B e-
commerce services marketplace. We are dso active in the B2C segment through a number of joint-
ventures specidizing in popular e-retailing segments (household eectrica products, books and
entertainment etc.).

MATAV’ s fixed voice business experienced only moderate growth. Line penetration (including
ISDN channels) reached 39.1% at the end of the quarter, which can be considered near the
saturation point given the stage of development of the Hungarian economy and telecommunications
market. While the total number of linesincreased only 1.2% year-to-date, we see a shift in
composition towards higher quality and more vauable digitd lines. As aresult of recent marketing
campaigns, the number of ISDN channds has grown by aimost 140% year-on-year and surged to
more than 240,000 at the end of September. Over 8% of our lines are now ISDN channels as
compared to less than 4% ayear ago. In addition to the shift to ISDN, MATAV’ s dtricter
termination policy for non-payment and customer substitution for mobile contributed to a decrease in
andog fixed-lines of over 91,000 since the beginning of the year.

Domestic minutes of use rose 12.9% year-on-year, however, the increased traffic was not enough
to offset the effect of the double-digit reduction in usage per-minute tariffs at the beginning of the
year and the off-peak long-distance promotion that ran from May to August. Consequently, there
was adight 1.4% decrease in domestic voice traffic revenuesto 97.3 billion forints. Internationa
outgoing minutes decreased by 4.9% despite a 12% average decrease in tariffs, due to therisng
share of internationd traffic through mobile phones, internationd corporate networks and the [P
networks of competitors.

Employee-related expenses increased by only 1.5% year-on-year to 43.3 billion forints. Wage
increases effective April 1, 2000 were, for the most part, offset by an 8.7% reduction in the average
headcount in addition to a decrease in pension provisons as aresult of the favourable revised terms
negotiated with the trade unions on pogt-retirement benefits. At September, 30, the number of lines
per fixed employee was 259, exceeding our published target for the end of 2000 of 250.

MATAV isthe principa provider of telecom servicesin Hungary and holds the national concession
for nationa and international long distance telephony. MATAYV provides a broad range of services
including telephony, data transmission, vaue-added services, and through its subsdiariesis
Hungary's largest mobile telecom provider. Key shareholders as of September 30, 2000 include the
Hungarian State (holder of the Golden Share), MagyarCom, owned by Deutsche Telekom AG
(59.49%), while 40.51% is publicly traded.



Analysis of the Financial Statements
for the nine months ended September 30, 2000

INCOME STATEMENTS

Sales

Revenues from domestic telecommunications services for the first nine months of 2000 reflect
ggnificant rebaancing of tariffs that took place effective February 1, 2000. The new taiffs indicate
ggnificant progress to set prices to the underlying costs. Rebdancing remains a key eement
advancing the full liberdization of the Hungarian tedecommunications market.  Subscription tariffs
increased nearly 50%, while domestic and internationa usage tariffs decreased, reflecting the mixed
growth figures below.

Revenues from subscriptions, connections and other charges for the nine months ended September
30, 2000 amounted to HUF 61,252 million, compared to HUF 47,204 million for the same period
in 1999 (a29.8% increase). Growth resulted from an increase in the number of subscribers and
tariff increases. The average number of lines increased 6.4% to 2,909,245 in the first nine months of
2000 from 2,735,524 in the first nine months of 1999.

Domedtic traffic revenue for the first nine months of 2000 totaled HUF 97,260 million, compared to
HUF 98,639 million for the same period in 1999. The 12.9% growth in domestic usage was offset
by the tariff rebadancing.

Revenues from other usage for the first nine months of 2000 amounted to HUF 14,311 million,
compared to HUF 13,887 million for the same period in 1999 (a 3.1% increase). Thisincrease is
atributable to the incressed number of minutes partialy offset by lower fees paid to MATAV by
other domestic operators.

Internationd traffic revenues amounted to HUF 31,440 million for the nine months ended September
30, 2000, compared to HUF 32,215 million for the same period in 1999 (a 2.4% decrease), mainly
due to lower internationd tariffs.

Revenues from mobile telecommunications services totdled HUF 79,056 million for the first nine
months of 2000, compared to HUF 59,616 million for the nine months ended September 30, 1999
(a32.6% increase). The growth resulted from the increased number of subscribers, partly offset by
lower tariffs.

Revenues from leased lines and data transmission amounted to HUF 19,217 million for the first nine
months of 2000, compared to HUF 14,303 million for the same period in 1999 (a 34.4% incresse).
This strong growth was due to the increase in the number of managed leased lines, ISDN, internet
and cable TV subscribers.
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Up until the first quarter 2000 report, revenues from audiotex, telex and telegraph wereincluded in
leased lines and data transmission. Starting with the report on the first haf of 2000 results, these
revenues are included in other services. This change is made to better present our core data
products. Revenue lines for prior periods were restated as well for comparison purposes.

Revenues from other services amounted to HUF 24,765 million for the first nine months of 2000,
compared to HUF 14,476 million for the same period in 1999 (a 71.1% increase). Other services
include equipment sdes, congtruction, maintenance and miscellaneous revenues.

Expenses

Employee-related expenses for the nine months ended September 30, 2000 totaled HUF 43,337
million, compared to HUF 42,701 million for the same period in 1999 (an increase of 1.5%). The
moderate growth results from wage increases effective April 1, 2000, partidly offset by headcount
reductions. Efficiency improvements continued with a 7.3% year-on-year headcount reduction to
14,500 and an increase in the number of lines per fixed employee to 259 from 226 at the end of
September 1999.

Depreciation and amortization for the nine months ended September 30, 2000 amounted to HUF
55,268 million, compared to HUF 46,028 million for the same period in 1999 (an increase of
20.1%). The growthisaresult of increased investment in fixed assets.

Payments to other network operators for the nine months ended September 30, 2000 totaled HUF
40,998 million, compared to HUF 31,793 million for the same period in 1999 (an increase of
29.0%). Theincrease was due to the increased penetration of mobiles and fixed lines.

The cogt of tdecommunications equipment sdes for the first nine monthsin 2000 was HUF 22,897
million, compared to HUF 16,321 million for the same period in 1999 (an increase of 40.3%). This
is mainly due to the increased number of mobile handsets sold.

Other operating expenses for the first nine months of 2000 amounted to HUF 67,505 million,

compared to HUF 55,716 million for the same period in 1999 (an increase of 21.2%). Other
operating expenses include materids, maintenance, marketing, service fees, energy and consultancy.

Operating Profit

Operating profit totaed HUF 97,296 million for the nine months ended September 30, 2000,
compared to HUF 87,781 million for the same period in 1999. Totd revenues increased 16.8% to
HUF 327,301 million for the first nine monthsin 2000, compared to HUF 280,340 million for the
first ninemonthsin 1999. Totd operating expenses increased 19.4% to HUF 230,005 million for
the first nine months in 2000 from HUF 192,559 miillion for the same period in 1999. Operating
margin for the nine months ended September 30, 2000 was 29.7%, while operating margin for the
same period in 1999 was 31.3%.



Net | nterest and Other Char ges

Net interest and other charges were HUF 16,985 million for the nine months ended September 30,
2000, compared to HUF 17,236 million for the same period in 1999. Net interest and other
charges show a decrease due to the reduced rate of monthly deva uation and better performance of
the HUF within the intervention band. Asaresult of shifting the loan portfolio to HUF denominated
loans MATAYV dso benefits from decreasing HUF interest rates. Total loans and other borrowings
increased from HUF 181,552 million on September 30, 1999, to HUF 193,185 million on
September 30, 2000.

Shar e of associates results

Share of associates results amounted to HUF 1,456 million for the nine months ended September
30, 2000, compared to HUF 764 million for the same period in 1999, reflecting improved operating
results of invesments.

Profit befor e taxation

Profit before income tax amounted to HUF 81,767 million for the nine months ended September 30,
2000 versus HUF 71,309 million for the same period in 1999.

I ncome tax

Income tax increased from HUF 5,285 million in the nine months ended September 30, 1999 to
HUF 6,823 million in the same period of 2000 due to the higher profits of the group.

Minority | nterest

Minority interest for the nine months ended September 30, 2000 was HUF 12,663 million,
compared to HUF 10,214 million for the same period in 1999 (an increase of 24.0%). This
increase is due to the growth of Westel 900.

Net | ncome

Net income for the nine months ended September 30, 2000 was HUF 62,281 million, compared to
HUF 55,810 million for the same period in 1999 (an increase of 11.6%).

BALANCE SHEET

Tota assets and totd shareholders equity and ligbilities at September 30, 1999 were HUF 615,210
million. Total assets and total shareholders equity and liabilities amounted to HUF 715,472 million
as of September 30, 2000. The increase is attributable to operating results.

Retained earnings
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Retained earnings increased 42.5% from September 30, 1999 to HUF 253,945 million at
September 30, 2000. This increase was due to net income, partly offset by a dividend payment of
HUF 9,335 million.

Sept 3, 20010
MATAV Dec 31, 1999 Sept 30, 1999 Sept 30, 2000 Sept 30, 1999
Consolidated (Audited} (Unaudited) {Unaundited) %o change
Balance Sheets - [AS
(HUF million)
ARSETS
Ciarent axsets
Cagh anl cash eqaivadents 6554 6 MG L} 050 55,005
Fimancial imvestinents 3732 11 645 G 802 -4, e
Eeceivables h 667 od 655 71 458 132,00
Imvenfories 0530 5 305 L 376 23,6%
Total curvent assets B6 532 o TET Lk 416 10,60
Total fixed asseis EEZ 499 518 741 HE 844 17.4%%
CHIEReD” Dom CWETEI AFSery 6240 571 212 550
Tatal agsery 647 570 615 210 TLE 472 16,30
LIABILITIES AND SHARFHOLDERS EQUITY
Laans ol eilier honrewings 17 504 1% 403 X3 158 1,405
Trade amd sther payables 87 048 TH 325 37 413 10,2%%
Deferrved revenme 4 088 4 821 LKL S20,00
Frovisioms T Wadsilitics and dorges 4 925 5 03E 2 451 =50, 5%
Total curvent hnbilities 114 350 108 anx 117 @12 7,704
Leans and sther borrewings 1o4 715 162 144 170 a0s 4.5%%
Deferved revenme 13 oo 14 7Ta Lir 858 -2, R0y
Frovisiomns Tei lialsilities il «arges 5 580 3 5zo o =74, 5%
Oither mon cwrvent liabilities 10 [ 129
Tkl ey euntent lalilivie s 150 220 150 440 181 952 0, %%
Minority interests 25412 11321 38 %48 68, 10%
Sharehelders” equity
Comnen 5f0(kK I3 72§ 103 T2E Ly 736 0, e
Paid in capital 22 534 223 834 21 948 0,50,
Eetnined soamings 201417 17% 105 185 948 42 804
Total sharcholders” equity 2T ETR 04 TET 380 630 24,9%%

Tatal Eabilitics sand sharehollers' equity G47 870 G15 210 TLE 472 16,30
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MATAV 9 months ended September 31,
Consolidated 1999 2001 %o
Income Statements - TAS (Unauditedy  (Unaudited) change
{HUF million)
Revenues
Subscriptions, connections and other charges 47 204 61 252 n.8%
Dromestic oaffic revenme 48 039 97 2ol -1.4%0
Oler nsage 13 887 14 311 3 0%%
Diomestic telecommnuications services 159 730 172 5823 8,204
Intermadonal raffic revennes 32215 31 440 -2 4%
Nobile velecommmnic afions services 59 616 TH N5 32.6%
Leazed limes and data rasmnis sion 14 303 12217 34.4%%
Oither services 14476 24 Tas T1.1%
Total revennes 280 340 3273 16, 5%%
Employee related expenses (42 701) (43 337) 1,599
Depreciation and amortization {40 028} (55 268) 100
Payments to other network operators (31 793} {40 208 20 000
Cost of telecommumications equipment sales (16 321) 22 897 40.3%%
Qe operating expenses (55 T16) (67 S05) 21,2%
Total operating expenses (192 559) (230 00S5) 1%, 490
Opervating profit 87 781 97 204 10,890
MNet interest amd other charges (17 236} (1o 985 -1.5%
Share of azsociates’ resnlts hefore income fax To4 1 456 20.6%0
Profit before income tax TL 309 81767 14, 7%%
Income tax expense {2 285) (6 823 2o, 19y
Profir after i olne tax o 024 T4 044 13,500
Mimority interest (10 214 (12 663} 24,000

Met ilic olne 55 310 62 251 11.6%%




MATAV 9 months ended
Consolidated Sept 30, 2000
Cash Flow Statement - [AS (Unaudited)

(HUF million)

Cash flow from operating activities

Cash generated from operations 128 339
Interest paid -12 210
Commissions and bank charges -1 556
Net income tax paid -15803
Net cash froin operating activities 112 770

Cash flow from investing activities

Capital expenditure on tangible and intangible assets -108 143
Purchase of investinents -4 636
Interest received 1187
Dividends received 939
Movement in other financial assets -3 260
Proceeds from sale of fixed assets 7 562
Net cash flow utilized in investing activities -106 351

Cash flow from financing activities

Dividends paid to shareholders and minority interest -9 402
Net change in the loan portfolio 6233
Proceeds from issue of shares 123
Other 102
Net cash flow utilized in financing activities -2 944
Change in cash and cash equilvalents 3475
Cash and cash equivalents at beginning of year 6 S84
Cash and cash equivalents at end of year 10 059

Change in cash and cash equilvalents 3475
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Summary of key operating statistics

30.szept.99 30.szept.00 Sep 00 - Sep 99
% change

EBITDA margin A47,7% 46,6% (2,3%)
Operating margin 31,3% 29,7% (5,1%)
Net income margin 19,9% 19,0% (4,5%)
ROA 12,8% 12,2% (4,7%)
Net debt to total capital 33,4% 29,7% (11,1%)
Number of closing lines

Residential 2310 301 2317 118 0,3%
Business 376 025 340 544 (9,4%)
Payphone 36 030 36 560 1,5%
ISDN channels 100 764 240 062 138,2%
Total lines 2823120 2 934 284 3,9%
Digitalization of exchanges with ISDN 78,9% 82,2% 4,2%
Penetration 37,6% 39,1% 4,0%
Fixed line employees (closing full equivalent) 12 484 11 320 (9,3%)
Total no of employees (closing full equivalent) 15 643 14 495 (7,3%)
Lines per fixed line employees 226 259 14,6%
Traffic in minutes (thousands)

Domestic 6 304 409 7 120 102 12,9%
International outgoing 145 193 138 128 (4,9%)
Westel 450 RPCs (Revenue Producing Customers) 99 108 82 778 (16,5%)
Westel 900 RPCs (Revenue Producing Customers) 736 933 1 349 408 83,1%
Total cellular RPCs 836 041 1432 186 71,3%
Westel 900's MOU 200 185 (7,5%)
Westel 900's ARPU 11 547 9431 (18,3%)
Westel 900's overall churn 33,1% 13,6% (58,9%)




