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SECTION 1
THE COMPANY DATA

1.1. The Regqistered Name of the Company

The registered name of the Company is Magyar Tavkozlési Részvénytarsasag.
The Company’s abbreviated name: MATAV Rt.

1.2. The Company's name in English

The Company's name in English is Hungarian Telecommunications Company
Ltd.

The Company’s abbreviated name: HTC Ltd.

1.3. The Redgistered Office of the Company

1013 Budapest Krisztina krt. 55.

1.4. Sites and Branch Offices of the Company

(a) Sites of the Company:

Billing and CRM Systems Directorate of the Hungarian Telecommunications
Company

Marketing Organization of the Residential Services Line of Business of the
Hungarian Telecommunications Company Limited

IT Directorate of the Hungarian Telecommunications Company Limited

PKI Telecommunications Development Institute of the Hungarian
Telecommunications Company Limited

1117 Budapest, Neumann Janos Krt. 1/G

Sales Organization of the Residential Services Lines of Business of the
Hungarian Telecommunications Company Limited

Voice Products and Services Division of the Business Services Line of
Business of the Hungarian Telecommunications Company Limited

Data Products and System Integration Services Division of the Business
Services Line of Business of the Hungarian Telecommunications Company
Limited

Marketing Organization of the Business Solutions Line of Business of the
Hungarian Telecommunications Company Limited

1122 Budapest, Maros u. 32.



Economic Organization of the Residential Services Lines of Business of the
Hungarian Telecommunications Company Limited

Training Directorate of the Hungarian Telecommunications Company Limited
1107 Budapest, Zagrabi u.1-3.

Media and Content Strategy Branch of the Hungarian Telecommunications
Company Limited
1013 Budapest, Krisztina krt 32.

International Services Division of the Business Services Line of Business of
the Hungarian Telecommunications Company Limited

Human Resources Service Center of the Hungarian Telecommunications
Company Limited

1122 Budapest, Maros u. 19-21.

Economic Organization of the Business Solutions Line of Business of the
Hungarian Telecommunications Company Limited
1107 Budapest, Bihari u.6.

Network Management Directorate of the Hungarian Telecommunications
Company Limited
1082 Budapest, Horvath Mihaly tér 17-19.

Technical Services Directorate of the Hungarian Telecommunications
Company Limited

Call Center and Information Services of the Hungarian Telecommunications
Company Limited

1052 Budapest, Varoshaz u. 18.

Procurement Directorate of the Hungarian Telecommunications Company
Limited

Real Estate Directorate of the Hungarian Telecommunications Company
Limited

1016 Budapest, Mészaros u. 58/b.

(b) Branch offices of the Company:

Transportation Directorate of the Hungarian Telecommunications Company
Limited

Public Payphone Services Business Unit of the Hungarian
Telecommunications Company Limited

Technical Services Center of the Hungarian Telecommunications Company
Limited, Debrecen

4026 Debrecen, Bethlen u. 1.

Technical Services Center of the Hungarian Telecommunications Company
Limited, Miskolc
3525 Miskolc Régiposta u. 9.



Technical Services Center of the Hungarian Telecommunications Company
Limited, Sopron
9400 Sopron, Széchenyi tér 7-10.

Technical Services Center of the Hungarian Telecommunications Company

Limited, Pécs
7601 Pécs, Rakoczi ut 19.

1.5. The Duration of the Company

The Company is established for an indefinite period of time.

1.6. The Scope of Activities of the Company

1.6.1. Main activity:
64.20.'03 Telecommunications
1.6.2. Other activities:

22.11.'03 Publishing of books

22.12.’03  Publishing of newspapers

22.15.’03  Other publishing

22.25.’03  Other activities related to printing

22.33.’03  Reproduction of computer media

45.11.°03 Demolition and wrecking of buildings, earth moving

45.21.°03  General construction of buildings and civil engineering works

45.31.°03 Installation of electrical wiring and fittings

51.14.°03 Agents involved in the sale of machinery, industrial equipment,
ships and aircraft (except for the sale of ships and aircraft)

51.43.’03 Wholesale of electrical household appliances and radio and
television goods

51.47.°03 Wholesale of other household goods

51.86.’'03 Wholesale of other electronic parts

51.87.’03 Wholesale of other machinery for use in industry, trade and
navigation

51.90.°'03 Other wholesale

52.12.’03  Other retail sale in non-specialized stores

52.45.’03 Retail sale of electrical household appliances and radio and
television goods

52.47.’03 Retail sale of books, newspapers and stationery

52.48.°03 Other retail sale in specialized stores

52.74.’03 Repair n.e.c.

63.12.’'03  Storage and warehousing

63.30.'03  Activities of travel agencies and tour operators

65.23.’03  Other financial intermediation n.e.c.

70.11.’03  Development and selling real estate

70.20.°’03  Letting of own property

70.31.'03 Real estate agencies




70.32.’03 Management of real estate on a fee or contract basis

71.33.’03  Renting of office machinery and equipment including computers

71.34.’03  Renting of other machinery and equipment n.e.c.

72.10.°’03 Hardware-consultancy

72.21.°03 Issuing software

72.22.°03  Other software consultancy and supply (web page design)

72.30.’03  Data processing (on-line publication)

72.40.’03 Data base activities

72.50.’03  Maintenance and repair of office, accounting and computing
machinery

72.60.°’03  Other computer related activity

73.10.’03  Technical research and experimental development

74.12.°03  Accounting, book-keeping and auditing activities, tax consultancy

74.14.°03 Business and management consultancy activities

74.20.°03  Architectural and engineering activities and related technical
consultancy

74.30.’03  Technical testing and analysis

74.40.°03  Advertising

74.85.’03  Secretarial and translation activities

74.87.°03  Other business activities n.e.c.

80.42.°03  Adult and other education

1.7. The Company's Registered Share Capital

The registered capital of the Company is HUF 104.281.170.000, that is
One Hundred and Four Billion Two Hundred and Eighty One Million One
Hundred and Seventy Thousand, which consists of HUF
46.014.981.000, that is Forty Six Billion Fourteen Million Nine Hundred
and Eighty Nine Thousand cash contribution and HUF 58.266.189.000,
that is Fifty Eight Billion Two Hundred and Sixty Six Million One Hundred
and Eighty Nine thousand in-kind contributions.

SECTION 2
THE SHARES OF THE COMPANY

2.1. Share Capital

The total share capital of the Company consists of (i) 1.042.811.600
registered ordinary Series "A" Shares each having a nominal value of HUF
100 and (ii) 1 registered Series "B" Voting Preference Share with a nominal
value of HUF 10.000.



2.2. Series "A" Shares

The holder of each Series "A" Share shall be entitled to one vote at the General
Meeting of the Company and to all such rights attributed to such shareholder by
Act No. CXLIV of 1997 on Business Associations (hereinafter: the “Companies
Act”) or these Atrticles.

2.3. Series “B” Voting Preference Share and Rights Attached Thereto

2.3.1. The “B” Share

(@)

The Company has one (1) registered Series “B” Voting Preference Share
(hereinafter: “B” Share) with a nominal value of HUF 10 000 issued for the
benefit of the Hungarian State. According to Act LXXVI of 1997, Act
CXXXIIl of 2000 and Act XXIII of 2002 regarding the amendment of the
Annex of Act XXXIX of 1995 on selling the assets of state-owned
business associations, the ownership rights in connection with the “B”
Share are exercised by the Minister of Informatics and Communications.

(b) The “B” Share carries the same rights as the “A” Shares and additional
rights as determined these Articles. The “B” Share may not be redeemed
in the course of a reduction of the registered capital of the Company.

2.3.2. Rights attached to the “B” Share

2.3.2.1. The holder of the “B” Share shall have the right to nominate for
election and propose the removal of one (1) member of the Board of
Directors (the “B” Director) and one (1) member of the Supervisory Board
(the “B” Supervisory Board Member).

The “B” Director and the “B” Supervisory Board Member shall be elected
by the General Meeting. On resolutions for the election or removal of the
“B” Director and/or the “B” Supervisory Board Member (the right to remove
or elect applies to any person who was initially nominated as a “B” Director
or a “B” Supervisory Board Member) the “B” Share entitles its owner to fifty
billion (50,000,000,000) votes at the General Meeting.

In order to secure the right of the “B” shareholder enumerated in this
Section 2.3.2.1, in the event of an increase of the Company’s registered
capital, the issuance of a new class of shares or the changing of the rights
attached to a certain class of shares, these Articles shall be amended so
that the voting rights of the “B” Share on the resolutions described in this
Section will be sufficient to ensure that the holder of the “B” Share may
approve any such resolutions without requiring additional votes.

The holder of the “B” Share has the right to request the Company’s Board
of Directors to convene a general meeting for the purposes of electing
and/or removing a “B” Director or a “B” Supervisory Board Member in the
event the “B” Director or the “B” Supervisory Board member dies, resigns



or becomes incapacitated or his removal is necessary. The Board shall
convene the General Meeting for the earliest possible date in accordance
with the provisions of the Companies Act and the Articles. In case of
removal, the reasonable costs of the General Meeting shall be borne by
the holder of the “B” Share.

2.3.2.2. The holder of the “B” Share has the right at any time to directly
inspect the Shareholders’ Register and any books maintained by a
depository for the Company’s shares appointed by the Company and may
request copies thereof, which copies shall be provided within the shortest
period of time possible but not later than thirty (30) days of receipt of such
written request.

2.3.2.3. In the event of dissolution (végelszamolas) of the Company without a
legal successor, the holder of the “B” Share, or any person designated by
the holder of the “B” Share, acting on behalf of the Hungarian State for
this purpose shall have an option to purchase all or any portion of the
assets of the Company (including, without limitation, equity interests in
other companies). The purchase price for such assets shall be the
appraised fair market value of such assets at the time of dissolution as
determined by an independent appraiser mutually agreed upon by the
holder of the “B” Share and the Company, or, if not so agreed, the Auditor
of the Company. The right to purchase described herein shall become
exercisable upon determination of the purchase price for such assets in
accordance herewith.

2.3.2.4. The holder of the “B” Share has the right to request from the Board of
Directors at any time detailed information regarding the activities of the
Company with respect to material questions affecting significantly the
financial position of the Company. Information requested in this manner
from the Board of Directors shall be provided in writing to the holder of the
“B” Share within a period of thirty (30) days from receiving such request;
provided, however, that the Board of Directors has received a written
acknowledgement of the holder of the “B” Share that material which is
proprietary or which constitutes a business secret will be treated in a
confidential manner.

2.3.2.5. The holder of the “B” Share has the right to request the Company to
carry out an audit or other investigation, or to prepare any report or
provide information, on any issue within the scope of the activities of the
Auditor or the Supervisory Board pursuant to the law or these Articles.
Any such request shall be reasonable and shall specify in reasonable
detail the subject of the audit or other investigation. Such audit or
investigation shall be carried out by the Auditor of the Company or by the
Supervisory Board, respectively, or, with respect to an investigation, if so
requested by the holder of the “B” Share, an independent expert
designated by the Supervisory Board of the Company. Any reasonable
request of the holder of the “B” Share for an audit or investigation or for a
report or information shall be complied with by the Auditor or the
Supervisory Board and such audit, investigation, report or information shall
be carried out or provided within the shortest possible time period. Any



audit or other investigation shall be carried out at the cost of the holder of
the “B” Share requesting such audit or investigation, to the extent that the
audit or investigation does not reveal any act or omission constituting
material shortcomings in the operations or financial affairs of the Company
in the area in which the audit or investigation was requested.

2.3.2.6. The consent of the holder of the “B” Share and shareholders holding
at least a simple majority of the outstanding voting stock of the Company
(excluding the shares the acquisition of which is subject to the approval
specified in this Section 2.3.2.6) shall be required to approve the
acquisition, direct or indirect, of shares of the Company which, on a
cumulative basis, would result in any person, or persons acting in concert
(by virtue of agreement, ownership or otherwise), holding, directly or
indirectly, 10% or more of the outstanding voting stock of the Company.
The foregoing notwithstanding, no consent shall be required for: (i)
acquisitions directly from persons holding 10% or more of the Company’s
outstanding voting stock as at September 29, 1997 (ii) acquisitions
directly from the transferees of the Existing Shareholders, (iii) acquisitions
by an internationally recognised underwriter acquiring the Company’'s
shares for the exclusive purpose of distributing such shares in a public
offering, (iv) acquisitions by depositories for the Company’s shares or
certificates representing such shares appointed by the Company (but only
(a) to the extent that the acquisition of such shares by the person or
persons ultimately exercising shareholder’s rights attached to the shares
held by the depositories do not require the consent set forth in this Section
2.3.2.6 and (b) on the condition that such depository undertakes to provide
the list of such persons to the Company and the holder of the “B” Share
upon request), or (v) direct or indirect sales or transfers of interest in any
Existing Shareholder.

2.3.2.7. The prior written consent of the holder of the “B” Share shall be
required to a transfer of shares in the Company if, as a result of such
transfer, the transferee, directly or through a group of persons acting in
concert (by virtue of agreement, ownership or otherwise), would acquire,
on a cumulative basis, more than 49.9 % of the voting share capital of the
Company.

2.3.2.8. The holder of the “B” Share shall be promptly notified by the
Company of the receipt by the Company of a request to register any
shares of the Company in the Shareholders’ Register of the Company the
transfer of which the Company knows is subject to the consent
requirement under the provisions of these Articles.

2.3.2.9. For any matters listed hereunder to be considered at the General
Meetings of the Company, the presence of the holder of the “B” Share is
necessary to constitute a quorum (in addition to the requirements of
section 6.11. hereunder), and the affirmative vote of the holder of the “B”
Share shall be required:

(a) increase and decrease of registered capital;



(b) change of rights attached to any class of shares, including, for the
avoidance of doubt, any amendment to the rights of the “B” Share
or the creation of a new class of shares with rights superior or equal
to the rights or adversely affecting the rights of the “B” Share, or
any amendment to the rights attached to any existing class of
shares by providing them with rights superior or equal to the rights
attached to the “B” Share;

(c) merger into or consolidation with another business entity, de-
merger, transformation into another form of business association
and termination of the Company without a legal successor;

(d) transfer, assignment, lease or the granting of permanent right to the
use of, the creation of an encumbrance or security interest in a
valuable right enabling the continuation of a specific activity of the
Company to another business entity - i.e.,; rights granted in the
Universal Telecommunications Service Contract that was
concluded for the purpose of providing universal
telecommunications services pursuant to Article 47 (3) of Act XL of
2001 on communications.

(e) election and removal of the “B” Director and the “B” Supervisory
Board Member;

() conversion of type of shares by means of replacement or stamping
of the shares;

(g) transfer of the total or a substantial part of assets of the Company.
For the purposes of this Section “substantial” shall mean the
transfer of assets which would render the Company incapable of
performing its obligations pursuant to the universal
telecommunications service as defined in the Contract regarding
the provision of Universal Telecommunications Services;

(h) any amendment to these Articles which would impinge the rights of
the holder of the “B” Share granted by these Atrticles, including the
authorization of the Board of Directors of the Company to increase
the Company’s registered capital;

(i) issuance of convertible bonds or bonds conferring pre-emptive
rights;

() decision on approval pursuant to Section 2.5(b) of these Articles.

2.4. The Nominal Value of Shares, the Dividend Coupon and Consolidation

2.4.1. The nominal value of each share in the same series of shares shall be
the same. Each share certificate shall contain (i) the name and
registered seat of the Company, (ii) the serial number, par value of the
share, a reference to its being aregistered share, the name of its holder,
(iii) the class (series) of the share and the rights attached thereto under



2.4.2.

2.4.3.

these Atrticles, (iv) the date of issuance of the share certificate, the
issued share capital and the number of outstanding shares of the
Company at the time of the issuance, (v) the signatures of the authorised
members of the Board of Directors, and (vi) the securities code of the
share.

Each share certificate has a set of dividend coupons attached to it. Each
dividend coupon of the set attached to a share certificate contains the
same serial designation and number as the share certificate, designates
the business year for which it authorises the payment of a dividend (if
there is any payment of a dividend for that year) and it contains the
facsimile signatures of the authorised members of the Board of Directors
of the Company. The last dividend coupon authorises the shareholder to
receive in exchange for its return a new set of dividend coupons.

The Company may issue share certificates representing a consolidated
number of shares of the same Series of shares and each share
certificate shall represent the consolidated number of shares set forth on
its face. Such share certificates shall entitle their owners to ownership
rights corresponding to the number of shares they represent.

The Company may, at the request of and at the expense of the
shareholder, divide share certificates into smaller denominations, or
replace consolidated share certificates with share certificates
representing individual shares. Share certificates shall state the number
and the series of shares they represent.

2.5. Transfer of Shares

(& The transfer of registered shares shall be subject to the regulations
pertaining to the transfer of bills of exchange made out to order. The
Company shall not be obliged to examine the formal validity and
authenticity of the endorsement, or the endorser's signature with
respect to any transfer. The transfer of registered or Interim Share
Certificates shall be effective with respect to the Company when the
name of the new owner of the shares has been entered in the
Shareholders' Register.

(b) The consent of the holder of the “B” Share and shareholders
holding at least a simple majority of the outstanding voting stock of
the Company (excluding the shares the acquisition of which is
subject to such approval) shall be required to approve the
acquisition, directly or indirectly, of the shares of the Company
which, on a cumulative basis, would result in any person, or
persons acting in concert (by virtue of agreement, ownership or
otherwise), holding 10% or more, directly or indirectly, of the
outstanding voting stock of the Company. The foregoing
notwithstanding, no consent shall be required for: (i) acquisitions
directly from the Existing Shareholders, (ii) acquisitions directly from
the transferees of the Existing Shareholders, (iii) acquisitions by an

10
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(d)

internationally recognised underwriter acquiring the Company’s
shares for the exclusive purpose of distributing such shares in a
public offering, (iv) acquisitions by depositories for the Company’s
shares or certificates representing such shares appointed by the
Company (but only (a) to the extent that the acquisition of such
shares by the person or persons ultimately exercising shareholder’s
rights attached to the shares held by the depositories do not require
the consent set forth in this Section 2.5(b) and (b) on the condition
that such depository undertakes to provide the list of such persons
to the Company and the holder of the “B” Share upon request), or
(v) direct or indirect sales or transfers of interest in any Existing
Shareholder. No holder of any shares shall exercise any rights in
respect of any shares acquired in violation of this Section and the
Company shall not register such acquisition in the Shareholders’
Register of the Company.

If as a result of a transfer of shares, the transferee, directly or
through a group of parties acting in concert (by virtue of agreement,
ownership or otherwise), would, on a cumulative basis, acquire
more than 49.9 % of the voting share capital of the Company, the
prior written consent of the holder of the “B” Share shall be
required. No holder of any shares shall exercise any rights in
respect of any shares acquired in violation of this Section and the
Company shall not register such acquisition in the Shareholders’
Register of the Company.

(d) In the event of transfer of shares, the transferee shall request the

()

Company to register such transfer in the Shareholders’ Register of
the Company. Upon the notification of the registrar of the
Shareholders’ Register and in accordance with the terms of such
call, the transferee shall provide evidence that he acquired the
shares in accordance with the conditions set forth in these Articles.
In the event that the transferee supports the request with
appropriate documents, the Company shall, within a period of
fifteen (15) days, examine such documents and decide whether the
transferee acquired its shares in accordance with the provisions of
these Articles. If the Company establishes that the transfer
occurred in violation of the Articles, it shall not register such transfer
of shares. The Company shall promptly notify the transferee of its
reasoned decision and the transferee shall have the right to
request, within thirty (30) days of the rendering of such decision, the
competent court to review the decision.

A shareholder previously recorded in the Shareholders' Register
shall notify the Company as to the transfer of his shares within eight
days of such transfer. If a shareholder fails to meet the above
notification requirement he shall pay to the Company a penalty
equalling the base rate of the Bank of Issue calculated on the basis

11



of the nominal value of the shares transferred, starting from the day
following the deadline.

2.6. Shareholders' Reqister

2.6.1. The Board of Directors of the Company maintains a Shareholders’
Register of the holders of registered shares (including holders of Interim
Share Certificates or Preliminary Share Certificates) and shareholders’
proxies by the class of shares, in which the name and address (seat) of
each shareholder (shareholder's proxy) as well as the shareholding of each
shareholder is recorded. The Company may maintain a computerised
Shareholders' Register.

2.6.2. The transfer of registered shares shall be entered by the Company in the
Share Register upon presentation to the Board of Directors by or on behalf
of the transferee of shares not yet registered:

(@ the registered share(s) with full endorsement, bearing the name of
the new shareholder or the registered share(s) with blank
endorsement duly signed by the transferor; or

(b) a certificate of deposit issued by or pursuant to the certificate of
KELER Rt. as depositor, as well as certificates of ownership and/or
deposit specified by law; and

(c) complies with the provisions of Section 2.5(e) of these Articles.

2.6.3No entry in the Shareholders' Register shall be made in the period of six
(6) business days prior to the General Meeting.

264The Company may refuse the request for registration into the
Shareholders’ Register by a person acquiring shares who omits to provide
the supporting evidence that such a person is obliged to submit to the
Company in accordance with Section 2.5(e) of these Articles. The
registration into the Shareholders’ Register based on untrue, false or
misleading statements may be deleted by a reasoned resolution of the
Board of Directors.

2.7. Interim Share Certificates

Upon registration of an increase in the capital of the Company by the Court of
Registration, the Company may issue Interim Share Certificates ("ideiglenes
részveny") if the amount paid for the shares as of the date of registration is less
than one hundred percent (100%) of the of the total capital increase. The
Interim Share Certificates shall be exchanged for share certificates when the
shares are fully paid.

2.8. Procedure to Be Followed in the Event of Destruction, Loss, Invalidation
of or Damage to the Shares

12



In the event of destruction, loss or invalidation of the shares, regulatory
provisions relating to liquidation of securities shall be followed. In such cases,
the Board of Directors may issue appropriate new shares upon the request and
at the cost of the shareholder, based on the data of the Shareholders’ Register.

In the event of damage to a share, the Board of Directors shall, upon the
request and at the cost of the shareholder, issue a new share substituting the
damaged share, if the original contents of the damaged share can be verified
without any doubt. The shareholder shall bear unlimited liability for
representations made in the course of verification of the shares.

SECTION 3
PAYMENT FOR SHARES

3.1. Effecting Payment for Shares

Unless otherwise provided by the resolution of the General Meeting regarding
an increase in the Company's capital, subscribers for shares shall be obligated
to pay not less than 30% of the subscription price to the Company, and to
provide written proof thereof, within a period of 15 days after the subscription
for shares.

3.2. Recognition of Payment

Unless otherwise provided by the resolution of the General Meeting, cash
payment for shares subscribed for shall be recognized when the total amount of
the issue price has been credited to the Company's account with a bank that is
registered in Hungary.

3.3. Contributions in Kind

Subscribers shall be obliged to transfer any asset comprising contribution in-
kind to the Company or place such assets at the Company's disposal before
the request for the registration of the Company is filed with the Court of
Registration.

3.4. Recognition of Contributions in Kind

The Board of Directors shall issue a receipt in respect of any contributions in
kind.

3.5. Delay in Payment for Shares and Contributions in Kind

Should a shareholder fail to make the contribution due to be paid to the
Company as stipulated by Section 3.6, the Board of Directors shall set a 30-
day deadline and call on the shareholder for compliance.”

13



3.6. Full Payment for Shares

(& Subject to the provisions of Section 3.1., each shareholder shall be
obliged to pay up the full amount of the issue price of the shares
subscribed by it to the Company as per Section 3.2 and 3.2. within
one year from the registration date of the capital increase by the
Court of Registration, unless the General Meeting provides for a
shorter period at the commencement of the subscription period.

Shareholders shall be obliged to pay up the requested amount prior
to the expiration of such one year period only if the Board of
Directors, acting in accordance with the provisions of these Atrticles,
or the resolution of the General Meeting increasing the capital of the
Company, calls upon the shareholders to do so by means of a public
announcement. In such cases shareholders shall perform their
obligations to pay up the issue price of shares within the applicable
deadline set forth in such notice. Any notice issued under this
paragraph shall be published by the Company in accordance with
these Articles governing the publication of notices and
advertisements. The stipulated period for payment shall commence
upon the publication of the related notice.

(b) Any notice issued under this paragraph shall contain a warning to
shareholders of the consequences of delay in payment, non-payment
or the failure to make a contribution in kind as set out in Section 3.7.

(c) Subject to the provisions of Section 3.7, shareholder rights with
respect to shares not fully paid for shall be exercised proportionately
to the amount of payment made.

3.7. Termination of Shareholders' rights

Should any shareholder fail to observe the deadline set under Section 3.5
herein, his membership (respectively his shareholder rights on the share(s)
not paid up) shall cease on the following day and if no other person assumes
the obligation of paying his financial contribution, the share capital of the
company shall be lowered by the General Meeting by the amount of the
financial contribution.

The conditions of assuming such obligation shall be determined at the same
time when adopting a General Meeting resolution on capital increase,
considering the provisions of Section 11 of the Company’s Articles of
Association.

The defaulting shareholder is entitled to redemption of his paid up financial
contribution either when his successor shareholder has paid his financial
contribution to the company or after the decrease of the share capital.

SECTION 4

14



RIGHTS OF SHAREHOLDERS AND THE MEANS OF EXERCISING
SHAREHOLDERS' RIGHTS

4.1. Dividends
Whenever a dividend or interim dividend is declared by the General Meeting,
shareholders shall be entitled to such dividend or interim dividend in proportion

to the nominal value of their shares pursuant to Section 4.5. herein.

4.2. Distribution of Assets in Case of the Termination of the Company

In the event of dissolution (végelszamolas) of the Company, the assets of the
Company, including but not limited to the proceeds of purchases made in
accordance with the provisions of Section 2.3.2.3, shall be distributed, after
satisfying creditors, among all of the shareholders of the Company, such
distribution to occur in accordance with the ratio of the nominal value of each
shareholder’s shares to the total registered capital of the Company.

4.3. Voting Rights

Shareholders shall be entitled to voting rights attaching to their shares as
described in Section 2 of these Articles.

4.4. Limitation of the Rights of Shareholders

Shareholders whose names have not been entered into the Shareholders'
Register and shareholders who acquired their shares in violation of the
restrictions in these Articles pertaining to the transfer and the acquisition of
shares shall not be allowed to exercise their rights attached to such shares vis-
a-vis the Company.

4. 5. Payment of Dividends

If the Annual General Meeting establishes that the company has made profit
and determines that dividends should be paid, the shareholders shall be
entitled to such dividends when they have been entered in the shareholders’
register as owners of the shares and when they submit either their shares or
the deposit receipt issued by KELER Rt. as depository trust company, by an
organization approved by KELER or by a foreign financial institute having
securities depository rights and accepted and registered by the Company, or
any deposit ticket specified by law as testifying the ownership of the shares
and the dividend coupon, -in case of non-printed shares a proper certificate -
at the place of disbursement determined by the Company, for the purpose of
payment of the dividend. The Company publishes the list of foreign financial
institution(s) accepted and registered by the Company in its announcement of
the Annual General Meeting. The Company will withdraw the dividend coupon
on and against payment (transfer) of the dividend. The fact of dividend
payment shall be entered in the share register.
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The Company shall pay dividends within the period and at the place
determined by the relevant resolution of the Annual General Meeting. The
dividend payment period shall start on the date determined by the resolution
of the Annual General Meeting on acceptance of the annual report prepared
in compliance with the Accounting Act and on the use of after-tax profits, but
no sooner than on the 21* working day after the Annual General Meeting.

The dividend payment period shall last for minimum 30 days. Dividend may
also be paid through bank transfer after the deadline specified in the
resolution if the shareholder requests such payment by giving his address and
bank account and agrees to pay the concomitant costs.

Shareholders may claim dividends during the lapse period specified in the
Civil Code (5 years) that will be counted from the last day of the official
dividend payment period. After that time their claim for dividends will lapse.
Dividends not claimed by the shareholders shall be added to the capital
reserve of the Company.

An interim dividend may be disbursed after the approval of the report under
the Act on Accounting if the interim balance approved by the General Meeting
reasonably implies that the annual dividend will be disburseable later.

Shareholders may not be obligated to pay back the dividend or interim
dividend received by them in good faith.

4.6. Right to Convene the General Meeting

The General Meeting shall be convened if shareholders representing at least
ten percent of the votes or, in cases described in Section 2.3.2.1. of these
Articles, the holder of the “B” Share requests the Board of Directors in writing to
convene the General Meeting, stipulating the reason for and the object of their
request. The Court of Registration shall convene the General Meeting if the
convocation of the General Meeting is requested in compliance with the above
outlined procedure and the Board of Directors fails to act within a period of 30
days or fails to convene the General Meeting within the shortest notice period
required by the law or these Articles after such action.

4.7.Conditions for a General Meeting resolution resulting in the delisting of
shares from the stock exchange

The General Meeting may only pass a resolution resulting in the delisting of
shares from the stock exchange if any group of the shareholders previously
undertakes the obligation to submit a public bid for purchasing the shares
whose holders did not vote for the resolution resulting in the delisting.”

SECTION 5

RIGHTS TO INFORMATION AND CLOSING OF THE SHAREHOLDERS'
REGISTER
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5.1. Mandatory Dissemination of Information

In accordance with the rules of these Articles governing the publication of
notices and at least 30 days prior to the date of the General Meeting which
approves the Company's balance sheet, the Board of Directors shall provide to
shareholders at least the principal data of the balance sheet, and summaries of
the reports of the Board of Directors and the Supervisory Board. Principal
balance sheet data shall consist of the recommended balance sheet in the
basic format stipulated by the law on accounting, unless a more detailed
presentation has been specified by the General Meeting or the Board of
Directors.

5.2. Shareholders' Rights to Information

Each shareholder has the right to attend the General Meeting, request
information and comment on issues at the General Meeting. Holders of voting
shares have the right to make proposals and to vote.

The Board of Directors shall provide the necessary information to any
shareholder with respect to any matter on the agenda of the General Meeting
upon the request of such shareholder submitted in writing to the Board of
Directors at least 8 days prior to the General Meeting. The Board of Directors
may refuse to provide such information only if that would violate a substantial
business interest or business secret of the Company.

5.3. Closing of the Shareholders’ Register

Shareholders, or shareholders’ proxies shall be entitled to exercise their voting
rights at any General Meeting (1) if they have been duly registered as owners of
shares or shareholders’ representatives in the Shareholders' Register at least 6
(six) business days prior to such General Meeting.

SECTION 6

THE GENERAL MEETING OF THE COMPANY

6.1. Supremacy of the General Meeting

The General Meeting is the highest decision-making body of the Company.
The decisions of the General Meeting, which are referred to as resolutions, are
binding upon the shareholders, the other organs and the officers of the
Company.

6.2. Matters within the Exclusive Scope of Authority of the General Meeting
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The following matters shall be within the exclusive scope of authority of the
General Meeting:

(@)
(b)

(©)
(d)

(€)

(f)
()

(h)

0)

(k)

()

(m)

(n)

to draw up and amend these Atrticles;

to increase (except for the cases falling into the scope of
authority of the Board of Directors) or decrease the Company's
registered capital;

to amend the rights attached to individual series of shares;

any merger into, consolidation with another company limited by
shares or de-merger of the Company, or any termination,
dissolution, liquidation, or transformation of the Company into
another corporate form;

to decide on conversion of series of shares by means of
replacement or the stamping of the shares;

decision on issuing convertible or subscription right bonds;

to elect members of the Supervisory Board and the Board of
Directors as well as the Auditor of the Company;

to remove and to determine the remuneration of the members of
the Supervisory Board, the Board of Directors and the Auditor of
the Company;

to approve the report pursuant to the Act on Accounting,
including the resolution on the utilisation of after-tax earnings;

to approve any change in the Company's registered scope of
activities;

subject to Section 11.2, to appoint the person(s), pursuant to
Section 250 of the Companies Act, that are authorized to
subscribe for shares in any private increase of the Company's
capital;

the alteration of the number or par value of the B Share and any
rights attached thereto;

decision with respect to an approval pursuant to Section 2.5(b)
of the Articles;

to approve the registering of the Company's shares on a stock

exchange;

(0)

transfer, assignment, lease or the granting of permanent right to
the use of, the creation of an encumbrance or security interest
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(p)

(r)

(s)

®
(u)
(v)

@)

in a valuable right enabling the continuation of a specific activity
of the Company to another business entity - i.e. i.e. rights
granted in the Universal Telecommunications Service Contract
that was concluded for the purpose of providing universal
telecommunications services pursuant to Article 47 (3) of Act XL
of 2001 on communications;

transfer of the total or substantial assets of the Company. For
the purposes of this Section “substantial” shall mean the
transfer of assets which would render the Company incapable of
performing its obligations performing its universal service
providing obligations as defined in the Contract regarding the
provision of Universal Telecommunications Services;

decision on request to delist the Company’s shares from a stock
exchange (see Section 4.7.) ;

decision on conversion of printed securities previously issued by
the Company into dematerialised securities;

decision on the payment of interim dividends;
decision on changing the corporate form of the Company;

decision on the acquisition of the Company's own shares and
the acceptance of public purchase bids.

decision on any other issue that is referred to the authority of the
General Meeting by the Companies Act or these Articles.

6.3. Passing Resolutions

The General Meeting shall adopt resolutions by means of the casting of votes
by voting shareholders in the manner stipulated by Sections 6.17. and 6. 18. of
these Articles.

6.4. Right to Convene General Meetings

(@)

(b)

The General Meeting shall be convened by persons authorized
by the Companies Act and these Articles.

In addition to cases stipulated by the Companies Act, the General
Meeting also shall be convened:

() if the number of the members of the Board of Directors
falls below six (6);

(i) if the number of the members of the Supervisory Board
falls below six (6); and
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(i)  upon the request of the holder of the “B” share pursuant to
Section 2.3.2.1. of these Articles.

6.5. Notification of the Supervisory Board on the convocation of the General
Meeting

If the General Meeting is convened by the Board of Directors, the Supervisory
Board shall be informed of the items on the agenda prior to the publication of
the notice of the General Meeting and the Supervisory Board may (acting within
its statutory scope of activity), within eight days of being so informed, propose
that further items be added to the agenda provided that it delivers to the Board
draft resolutions proposed by it. The Board of Directors shall include such
items in the agenda and shall publish the related notice accordingly.

6.6. Occurrence and Agenda of a General Meeting

The Company shall hold a General Meeting at least once each year (the
“Annual General Meeting”) where the annual balance sheet of the Company
shall be approved. The Annual General Meeting shall occur no later than April
30 of the year immediately subsequent to the business year in question.

In addition to the Annual General Meeting, the Company may hold
extraordinary General Meetings at any time, if necessary.

6.7. Convocation of the General Meeting

Notice of each General Meeting of the Company shall be published in the
manner stipulated by the applicable law and these Articles for the publication of
the Company's notices and advertisements at least 30 days prior to the date of
such General Meeting. The public notice of the General Meeting of the
Company shall be published by the body responsible for the convocation of the
General Meeting either by law or by these Articles.

The members of the Board of Directors and the Supervisory Board as well as
the Auditor of the Company shall also be notified of the convocation of any
General Meeting in writing by registered mail within eight days after the
publication of the announcement of such General Meeting.

6.8. Notice of General Meetings

The public announcement of each General Meeting shall contain:
(@) the name and the registered office of the Company;
(b) the date and the venue of such General Meeting;

(c) the items on the agenda of such General Meeting;
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(d) the place and the date of the second General Meeting to be held
if the first General Meeting does not have a quorum; and

(e) the conditions for the exercise of the voting rights at such General
Meeting.

6.9.

Supplements to the agenda of a General Meeting

Shareholders representing at least ten percent of the votes may, within eight
days from the publication of the Announcement on the convocation of the
General Meeting, request the Board of Directors in writing to include any issue
in the agenda of the General Meeting.

6.10. Attendance List

The Company shall draw up an attendance list of shareholders attending the
General Meeting. The attendance list shall contain the names of shareholders
or their proxies or representatives, their addresses (registered offices), the
number of shares of each series held by them and the number of votes that
each is entitled to cast. The attendance list shall be certified by the Chairman
of the General Meeting as well as the minute keeper of such meeting.

6.11. Quorum

Subject to Section 2.3.2.9., the General Meeting shall be properly constituted
with a quorum if shareholders representing more than half of the shares
carrying voting rights at such General Meeting are present in person or by proxy
within 60 minutes of the time stipulated in the public notice convening the
General Meeting. A second General Meeting convened and held within a
period of 15 days from the date of the original General Meeting without a
sufficient number of shares present to constitute a quorum shall have a quorum
for the purposes of considering items on the agenda of the postponed General
Meeting regardless of the voting rights represented at such meeting, except for
matters listed in Section 2.3.2.9. of these Atrticles.

6.12. Opening of the General Meeting

The General Meeting shall be opened by the Chairman of the Board of
Directors or the person designated by the Board of Directors for such purpose
and such person shall be the Chairman of the General Meeting. In the
absence of such person, any shareholder may make a nomination for the
Chairman of the General Meeting. Nominations shall not be discussed in detalil
by the General Meeting but the Chairman of the General Meeting shall be
elected by simple majority vote by reference to the nominal value of shares held
by those present.

6.13. The Chairman of the General Meeting
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The Chairman of the General Meeting:

(@ shall determine the number of shares carrying voting rights
represented by shareholders attending the General Meeting and
shall determine whether the General Meeting has a quorum;

(b) shall arrange for the preparation of the minutes of the General
Meeting and the attendance list in accordance with the
Companies Act;

(c) shall make recommendations for the minute keeper of the
General Meeting, for the shareholder, or its proxy to certify the
minutes, and, in the event of non-computerised voting, for the
tellers. In the event of computerised voting, the Chairman of the
General Meeting shall act as teller;

(d) shall have the General Meeting adopt the sequence in which
items on the agenda, including items duly added to the agenda,
shall be discussed,

(e)  shall chair discussions in the General Meeting and shall grant
speakers the right to take the floor in the order corresponding to
the sequence of their application for the floor;

) may stipulate a time limit for contributions to the discussion;

(9) shall put issues to a vote in order to adopt resolutions;

(h)  shall determine the total number of votes cast in respect of,
including the number of abstentions, votes for and against, each

proposed resolution or amendment;

() shall state the result of each vote and shall declare the resolution
of the General Meeting;

)] shall call for breaks;

(k)

may propose the suspension of the General Meeting; and

() shall declare the General Meeting closed if each resolution on the
agenda has been voted on.

6.14. Election of the Officials of the General Meeting

The General Meeting shall elect its Chairman the keeper of the minutes, the
person who shall certify the minutes, and, in case of nhon-computerised voting,
the tellers.
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6.15. Order and Discussion of Items on the Agenda

By the vote of a simple majority of the holders of voting shares cast at the
General Meeting, shareholders may change the order in which items on the
agenda are discussed but may not eliminate any item from the agenda.

The General Meeting may be suspended on one occasion and it must be
resumed within 30 days from the date of the General Meeting.

6.16.
Suspended General Meeting

Stipulations in relation to the originally convened General Meeting shall
continue to apply to any suspended General Meeting, provided that it shall be
ascertained whether the suspended General Meeting is properly constituted
with a quorum. In all other respects, the rules pertaining to the original
General Meeting shall be applied, with the exception of those on the
convocation of the General Meeting and the election of the officials of the
General Meeting.

6.17. Voting Procedures

6.17.1. At the General Meeting the voting shall be
computerised. The Chairman of the General Meeting may propose that
some or all of the items of the agenda be voted upon in lieu of
computerised voting by the show of the voting cards. The Chairman's
motion shall be decided by a simple majority vote of the General
Meeting.

6.17.2. At the venue of the General Meeting prior to
commencement the Company shall issue a voting card or a remote-
control for computerised voting (the "voting machine") to each holder of
voting shares after verification that the shareholder is duly registered in
the Shareholders' Register.

Voting machines or voting cards shall also be issued at the General
Meeting to any shareholder in respect of newly-issued shares who has
paid the subscription price in accordance with the resolution of the
General Meeting and has been registered in the Shareholders' Register
in connection with a capital increase approved by the General Meeting.
Holders of Interim Share Certificates may exercise their voting rights only
in proportion to the consideration already contributed. If any shareholder
fails to meet the above conditions, such a shareholder shall not be
issued a voting card or a voting machine.

6.17.3 In the event of computerised voting, the tally of the votes shall proceed
electronically. Prior to the voting taking place, the General Meeting shall
be advised by the Chairman or the person designated by him with
respect to the technical details of the computerised voting. The
shareholders shall be advised of the results of the vote by the Chairman.
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6.17.4 In the event of non-computerised voting, each shareholder shall receive
a voting card. Voting cards shall contain the name (business name) of
the shareholder or shareholder representative address (seat), as well as
the number and series of shares held by such shareholder and the votes
such shareholder is entitled to cast. The voting shall proceed by the
show of the voting cards.

6.18. Passing Resolutions

6.18.1 Votes for or against a proposed resolution or amendment cast in
accordance with the provisions of these Articles shall be regarded as votes
duly cast. Abstentions shall not be considered as votes duly cast. The
General Meeting shall adopt its resolutions by a simple majority vote except
for resolutions on issues listed in Section 6.2(a)-(f), (k-I), (n), (r) and (u),
which shall require at least a three-quarters majority of the votes cast.
Notwithstanding anything herein to the contrary, if the General Meeting
decides to override a resolution of the Board of Directors, such shareholders
resolution shall be binding only if a three-quarter majority of the votes of the
shareholders that are present vote in favour of such a resolution.

6.18.2 Resolutions of the General Meeting in matters listed under 2.3.2.9. of
these Articles shall be passed only with the affirmative vote of the holder
of the “B” Share.

6.19. Minutes of the General Meeting

6.19.1 Minutes shall be taken of the General Meeting which shall contain:

— the business name and registered seat of the Company;

— the venue and date of the General Meeting;

— the names of the Chairman of the General Meeting, the minute
keeper, the shareholder certifying the minutes and the tellers;

— material events of the General Meeting and the proposals made;

— the resolution proposals, the number of votes in favour and against
each resolution proposals and the number of abstentions;

— the objections of shareholders, members of the Board of Directors or
Supervisory Board against a resolution if so requested by the
objecting person, and all matters expressly requested by the
shareholders, the Chairman of the Supervisory Board or the Auditor.

6.19.2 The minutes shall be signed by the minute keeper and the Chairman of
the General Meeting and shall be certified by one shareholder present
elected for such purpose.

6.19.3 Any shareholder shall have the right to request the Board of Directors to
issue a copy or e

6.19.4 Extract of the minutes of the General Meeting.
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6.20. Attendance by Officials of the Company

The members of the Board of Directors and those of the Supervisory Board as
well as the Auditor of the Company shall be invited to attend the General
Meeting of the Company and shall respond to questions raised thereat by the
shareholders. The above-mentioned officials of the Company shall have the
right to participate in the discussions.

SECTION 7
BOARD OF DIRECTORS

7.1. Status of the Board of Directors

The Board of Directors shall be the management body of the Company and the
Board of Directors shall represent the Company with regard to third parties, in
court and before other authorities.

7.2. Members of the Board of Directors

The Board of Directors shall be comprised of a minimum of six (6), and a
maximum of eleven (11) members.

The members of the Board of Directors shall be elected for a term of one year
commencing at an Annual General Meeting and expiring at the next year's
Annual General Meeting. Members of the Board of Directors may be removed
or re-elected by the General Meeting at any time. Unless otherwise provided by
a separate arrangement, the removal of, or failure to re-elect, a member of the
Board of Directors shall not affect the employment rights of such person in
respect of the Company where such member of the Board of Directors is also
an employee of the Company.

7.3. Interim Election

If the General Meeting elects a new member of the Board of Directors as a
result of an increase in the membership of the Board of Directors, or on
removal or becoming incapacitated of a member of the Board of Directors, the
term of office of the new member shall be identical to the original term of office
of the remainder of the Board of Directors.

7.4. Rules of Procedure and Chairman of the Board of Directors

Subject to the provisions of applicable law and these Articles, the Board of
Directors shall draw up its own Rules of Procedure.

Member of the Board of Directors shall elect the Chairman of the Board in
accordance with the provisions of the Rules of Procedure of the Board of
Directors. The Chairman shall perform such duties as described in the law,
these Articles and the Rules of Procedure of the Board.
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7.5. Power and Duties of the Board of Directors

7.5.1. The Board of Directors shall:

(@)

(b)

(©)

(d)

(€)

(f)

(9)

(h)

()

0)

(k)

be responsible for all matters relating to the Company's
management and course of business not otherwise reserved to
the General Meeting by these Articles or by the Companies Act;

cause a report including the balance sheet and the profit and loss
statement of the Company to be prepared pursuant to the Act on
Accounting and submit such report to the General Meeting with a
proposal on the utilisation of after-tax earnings;

have the books of the Company, including accounting records
and the Shareholders' Register, maintained in compliance with
applicable regulations;

make such filings with the Court of Registration and publish such
information as may be required by applicable law and these
Articles;

draw up, at the end of each business year, a report for the
General Meeting on the management of the Company, the assets
of the Company, the financial situation of the Company and the
business policy of the Company;

adopt an annual business plan which shall contain specific
authorisations to management relating to the operation of the
business of the Company;

have the authority to create committees of the Board consisting
exclusively of Board members and to delegate part of its authority
to such committees

have the authority to create committees of Board members and
non-Board members, to designate the individuals who will serve
on these committees, and to delegate authority to such
committees;

exercise employer's rights towards the employees of the
Company pursuant to the Rules on Organisation and Operation;

have the authority to initiate and approve on behalf of the
Company any amendment to the contract regarding the
provision of the Universal Telecommunications Services.

prepare quarterly reports for the Supervisory Board on the

management financial status and the business policy of the
Company;
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()] shall arrange for the alienation of the Company's own shares.

(m) decide on such increasing of the registered capital of the
Company that is allocated to its scope of authority and the
related amendment of the Articles of Association

7.5.2. A shareholder may request the Board of Directors in writing to change the
denomination of shares for a given type of shares (either by aggregating
shares into combined denominations or by disaggregating shares of
combined denomination). Upon the submitted written request of the
shareholder, the Board of Directors shall, within sixty (60) days of receipt,
arrange for the satisfaction of such request. Costs of alterations in the
denomination of shares shall be advanced by the shareholder.

7.5.3. Any transaction having a value of USD 100,000 or more between the
Company and a controlling shareholder or its parent or subsidiary shall
promptly be reported to the Board of Directors.

7.6. Quorum, Passing Resolutions

(@) The quorum for meetings of the Board of Directors shall be at
least six (6) Directors.

(b) Each member of the Board of Directors shall have one vote. The
rules of the voting procedure shall be described in details by the
Rules of Procedure of the Board of Directors.

7.7. Minutes

(@) Minutes of each meeting of the Board of Directors shall be kept,
which shall contain the names of those present, the location and
the date of the meeting, the principal issues raised in the course
of discussion of individual items on the agenda, a transcript of the
contribution of individual Directors to such discussions, the text of
proposed resolutions, (if requested in advance by any such
Director), the outcome of each vote and the votes cast by
individual Directors, the exact text of resolutions adopted by the
Board of Directors and any objections raised against resolutions
as described in Section 7.8(a).

(b)  The minutes shall be signed by the Chairman of the meeting of
the Board of Directors as well as the keeper of the minutes. The
minutes shall be certified by another participating Director. The
minutes of each meeting shall be distributed to the members of
the Board of Directors and the Chairman of the Supervisory
Board irrespective of whether or not they attended the meeting.
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7.8. Objections against Resolutions

(@)

(b)

(©

(d)

A vote against a proposed resolution by a member of the Board
of Directors shall not in itself constitute an objection against such
proposed resolution; a formal objection shall be defined as a
formal statement against the resolution by a member of the Board
of Directors at the time at which the Board of Directors makes its
decision, together with a request from the member in question
that his objection should be entered into the minutes. Any
objection by members of the Board of Directors against a
resolution of the Board of Directors which does not comply with
the foregoing shall not be recognised as a formal and valid
objection pursuant to the Companies Act.

If the minutes of any meeting fail to include a reference to an
objection duly made, the member of the Board of Directors in
question may make a formal protest of such fact to the
Supervisory Board in writing within a period of 15 days from
receipt of the relevant minutes.

Members of the Board of Directors absent from a particular
meeting of the Board of Directors shall also bear responsibility for
a resolution, unless such a member files a formal objection to the
resolution with the Supervisory Board of the Company in writing
within a period 15 days from receipt of the relevant minutes.

A member of the Board of Directors shall not be liable for a
resolution or decision of the Board of Directors if such a member
objected to that resolution or decision in accordance with this
Section 7.8(d) and submits his objections in writing to the
Supervisory Board within fifteen (15) days of the resolution or
decision having been made

7.9. Resignation, Death

If the resignation of a member of the Board of Directors or the death of a
member results in a decrease in its membership below six (6), then the Board
of Directors shall within the shortest possible time period from the occurrence of
such an event convene a General Meeting. Should the Board of Directors fail
to do so, the General Meeting shall be convened by the Supervisory Board.

7.10. Liability of Directors

The members of the Board of Directors shall act with the degree of care that
can generally be expected from persons in such a position and shall be held
liable, in accordance with the provisions of the general rules of civil law, for
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damages to the Company caused by their failure to carry out their tasks in the
appropriate manner.

The members of the Board of Directors shall bear unlimited and joint and
several liability for all and any damage resulting from the untruthfulness of any
data, right or fact entered into the share register; or any damage resulting from
a late or non-existing entry.

SECTION 8
THE SUPERVISORY BOARD

8.1. Status of the Supervisory Board

The Supervisory Board oversees the management of the Company for the
General Meeting. Within its scope of authority provided by the statutes, the
Supervisory Board may request information from any member of the Board of
Directors or from senior officials of the Company and may examine the books
and documents of the Company.

2. Members of the Supervisory Board

(@) The Supervisory Board shall be comprised of 3-15 members. Its
members shall be elected by the Annual General Meeting for a
term of one (1) year expiring at the following Annual General
Meeting. The employees’ representatives in the Supervisory
Board are appointed for election by the Works Council after
consultation with the trade unions.

(b) . The Supervisory Board shall have a quorum if 2/3 (two-thirds)
of its elected members are present. If the Supervisory Board is
comprised of three members or if 2/3 of the members is less
than 3 (three) persons, the presence of three members shall be
necessary to constitute a quorum. If the number of Supervisory
Board members falls below three or there is no one to convene
its meeting the Board of Directors shall convoke the General
Meeting to restore the proper operation of the Supervisory
Board.

8.3. Interim Election

If a new member of the Supervisory Board is elected by the General Meeting,
or as a result of an increase in the membership of the Supervisory Board, or
due to the removal or resignation of a member of the Supervisory Board, the
term of newly elected members shall be identical to the original term of office of
the remainder of the Supervisory Board.
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8.4. Rules of Procedure

The Supervisory Board acts as a body. The SB elects a chairman (if
necessary, a deputy chairman) from among its members. The Supervisory
Board sets its own Rules of Procedures, which are approved by the General
Meeting.

8.5. Duties

The Supervisory Board shall examine every material report of business policy
that is on the agenda of the General Meeting and every submission on issues
within the exclusive sphere of authority of the General Meeting. The General
Meeting may pass a resolution on a report pursuant to the Accounting Act
and the use of the profit after income tax only upon receipt of the written
report of the SB. The Chairman (Deputy Chairman), in his absence, a
member of the Supervisory Board presents the report of the Supervisory
Board during the discussion of the given agenda item.

8.6. Convocation of Meetings

Meetings of the Supervisory Board may be convened by the Chairman of the
Supervisory Board.

"Any member of the Supervisory Board may immediately call a Supervisory
Board meeting, stipulating in writing the reason for and the objective of such
meeting if the Chairman of the Supervisory Board fails to fulfil such request
within 8 days of receipt thereof and does not convene a meeting to a date
within 30 days. "

8.7. Chairman

The meetings of the Supervisory Board shall be chaired by the Chairman of the
Supervisory Board. The Chairman of the Supervisory Board shall appoint the
keeper of the minutes and that Supervisory Board member who will certify the
minutes of the meeting, will put issues to the vote, and will declare the result of
votes.

8.8. Minutes
Minutes shall be kept of each meeting of the Supervisory Board, in accordance
with the provisions hereof governing the minutes of meetings of the Board of

Directors.

8.9. Convocation of the General Meeting by the Supervisory Board

The SB may convene an extraordinary General Meeting with an agenda
proposed by itself, if, in its opinion, the activities of the management infringe
the Statutes, the Articles of Association or the resolutions passed by the
General Meeting; or otherwise interfere with the interests of the Company or
its shareholders.
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8.10. Liabilities of Members of the Supervisory Board

The members of the Supervisory Board shall bear unlimited and joint and
several liability for all and any damage caused to the Company by non-
compliance with their supervisory obligations.

SECTION 9

THE AUDITOR

9.1. Election

The Annual General Meeting of the Company appoints the auditor for a
specified period not exceeding two years in duration.

9.2. Duties of the Auditor:

(@)

(b)

The Auditor shall be obliged to audit each report prepared
pursuant to the Act on Accounting including the balance sheet
and profit and loss statement, as well as every material report to
be submitted to the General Meeting, with regard to the
authenticity of data contained therein and their compliance with
Hungarian statutes in force. The Auditor shall submit a report
comprising its findings on such matters to the General Meeting.

The Auditor shall provide all necessary professional support to
the activities of the Board of Directors and the Supervisory Board.

9.3. The rights and the responsibilities of the Auditor

The Auditor shall have access to all information relating to the activities of the

Company. In

(@)

(b)

(©)

connection with the performance of its duties, the Auditor:

may request information from the members of the Board of
Directors, of the Supervisory Board and from the employees of
the Company;

may verify and examine the cash in hand, ledgers, the securities
portfolio, the inventory, the contracts and the bank account of the
Company;

shall attend the General Meeting of the Company;
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(d) if required, may attend the meetings of the Board of Directors and
the Supervisory Board with the right to confer.

(e) shall be obliged to inform the Supervisory Board and request the
Board of Directors to convene a General Meeting, if:

() the Auditor becomes aware that a significant decrease in
the Company's assets is expected; or

(i) the Auditor becomes aware of a fact that entails the
liability of the Board of Directors or the Supervisory Board
as set forth in the Companies Act.

) If the General Meeting is not convened or the General Meeting
does not pass the resolutions required by the statutes the
Auditor shall inform the Court of Registration carrying out legality
supervision to this end.

9.4. Auditor's Conflict of Interest

The founder, shareholders, members of the Board of Directors or the
Supervisory Board and their relatives (Section 685(b) of the Civil Code) or any
employee of the Company may not be elected as Auditor at any time during
their association with the Company and for a period of three years after such
association or employed by the Auditor, or have ownership interests in the
Auditor, during the term of their association with the Company and for a period
of three years thereatfter.

9.5. Liability

The Auditor shall perform its duties with the degree of care generally expected
of a person in such a position and shall be liable to the Company in accordance
with the provisions of the general rules of civil law.

SECTION 10
PROPER SIGNATURE ON BEHALF OF THE COMPANY

(1)  The firm shall be bound by the signature of (i) two members of the Board
of Directors, or (ii) by a member of the Board of Directors and an
employee of the Company authorized for this purpose by two members
of the Board of Directors, or (iii) by two employees of the Company
authorised for this purpose by two members the Board of Directors.
Such authorized signatories shall jointly sign their full names under the
stamped, hand-written, typed or printed name of the company in the
same way, that such signature appears in the signature book of the
Company deposited with the Court of Registration.
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(2) Subject to regulations pertaining to the printing of securities, the
signatures on securities that are issued in accordance with the law may
be reproduced by facsimile.

SECTION 11
INCREASE IN THE REGISTERED CAPITAL OF THE COMPANY
11.1. Method

Any increase in the registered capital of the Company shall be implemented in
accordance with the resolution of the General Meeting or in accordance with
the Article 11.4.1. with the resolution of the Board of Directors by means of a
new issue of new shares either through the public offering or the private
placement of shares, by the conversion of the Company's reserves in excess of
the registered capital into authorised capital or through conversion of
convertible bonds into shares.

11.2. Pre-emptive Right

The General Meeting may, by a three-quarter majority of the votes, secure a
right of first purchase for each shareholder to be exercised in proportion to his
shareholdings. The expiration date and the conditions according to which a
shareholder may exercise this right shall be determined by the General Meeting
at the same time.

11.3. Prohibited Subscription

Any subscription, by exercise of pre-emptive rights, by a shareholder for shares
of a Series which may not be held by such person according to these Articles,
shall not be effective.

11.4. Private Placement

The General Meeting may resolve that new shares to be issued in connection
with an increase in the capital of the Company may be subscribed for
exclusively by persons, or shareholders stipulated by the resolution of the
General Meeting or in accordance with Article 11.4.1. with the resolution of the
Board of Directors authorising such increase in capital. If such persons or
shareholders determined by the General Meeting or the Board of Directors
have not subscribed for the volume of shares appropriate for the proposed
capital increase by the closing date of the subscription period, the capital
increase shall be deemed to have failed.

11.4.1.
The Board of Directors shall be authorized to increase the registered capital

of the Company in order to operate the stock option program by a maximum
amount of 1.700.000.000. HUF, that is One Billion Seven Hundred Million,
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offered exclusively to such investors who wish to participate in the stock
option program to be implemented at MATAV Rt. The issue price shall be at
least the par value of the share. This authorization of the Board of Directors
shall be effective for five years until the date of the General Meeting, closing
the business year of 2006.

11.5. Conversion of Capital Reserves into Reqistered Capital

Unless the General Meeting or the Board of Directors of the Company
otherwise resolves, if the Company converts its reserves, or some of its
reserves, in excess of its registered capital into registered capital it shall offer
the newly issued shares to all of the Company's existing shareholders, in
proportion to such shareholders' equity interest in the Company, free of charge.
If the General Meeting resolves otherwise by a three-quarters majority of the
votes cast, such resolution shall only be valid if it also stipulates the means, the
timing, and the price of, or the pricing principles to be applied in the course of
such sale of shares subject to Section 4.4 of these Articles.

11.6. Conditional capital stock increase by means of converting the
convertible bonds to stocks

11.6.1. The General Meeting may decide on a conditional capital
increase through the issue of convertible bonds. Bond owners may apply for
bonds against the conditionally increased capital in line with the resolution of
the General Meeting. The applications must be forwarded in writing to the
Board of Directors with a simultaneous submission of the bonds, identifying
the number and face value of the stocks applied for.

Specific terms for issuing bonds shall be set forth in a resolution by the
General Meeting.

11.6.2. The resolution of the General Meeting accepting the conditional
capital increase shall specify:

a) the method of issuing bonds (closed, public)

b) the number and face value of the bonds to be issued, as well as the
value at issue, the series of bonds and the place and time of
subscription

c) the terms under which the bonds can be converted into shares

d) maturity of the bond, terms of payment of interest and other yields

e) procedures to be followed in the case of under or over subscription
as well as the rules of allocation.

SECTION 12
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CONFLICT OF INTEREST

Members of the Board of Directors and the Supervisory Board and the Auditor,
as well as their close relatives defined in Section 685(b) of the Civil Code, or
any business entity within which the above persons hold an interest exceeding
10%, may not hold an ownership interest exceeding 5% in, be employed by, be
officers of or have any contractual arrangement with any business entity
competing with the Company unless it is permitted by the law and the General
Meeting grants, with a three-quarter majority voting, an appropriate waiver from
the provisions of this paragraph.

Members of the Board and the Supervisory Board as well as their close
relatives (Section 685 (b) of the Civil Code) may on their behalf and to their
benefit conclude agreements with the Company relating to the use of public
purpose telecommunications services available to anyone.

In compliance with the authorization specified in paragraph (1) of Article 25 of
the Act on Business Associations, the members of the Board of Directors and
of the Supervisory Board may be elected as executive officicer or members of
the supervisory board of businesses that pursue activities identical with those
of the Company and in which the Company holds at least 25 % ownership
stake and/or voting rights.

Members of the Board and the Supervisory Board as well as their close
relatives (Section 685 (b) of the Civil Code) may on their behalf and to their
benefit conclude agreements with the Company relating to the use of public
purpose telecommunications services available to anyone.

SECTION 13

INDEMNIFICATION OF MEMBERS OF THE BOARD OF DIRECTORS AND
THE SUPERVISORY BOARD

13.1 Indemnification

The Company shall, to the fullest extent permitted by law, indemnify any
member or former member of the Board of Directors or any member or former
member of the Supervisory Board who was or is a party or is threatened to be
made a party to any threatened, pending or completed action, suit or
proceeding, whether civil, criminal or administrative, by reason of the fact of his
current or former position at the Company against expenses (including
attorneys’ fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by him in connection with such action, suit or proceeding if
he acted in good faith and in a manner he reasonably believed to be in or not
opposed to the best interests of the Company, and, with respect to any criminal
proceeding, had no reasonable cause to believe his conduct was unlawful.
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13.2 Advancing Expenses

Expenses (including reasonable attorney’s fees) incurred by a member of the
Board of Directors or the Supervisory Board in defending any civil, criminal or
administrative action, suit or proceeding may be paid by the Company in
advance of the final disposition of such proceedings upon receipt of an
undertaking by or on behalf of such person to repay such amount if it shall
ultimately be determined that he is not entitled to be indemnified by the
Company pursuant to Section 13.1.

13.3 Insurance

The Company shall have the power to purchase and maintain insurance on
behalf of any person who is or was a member of the Board of Directors or the
Supervisory Board against any liability asserted against him and incurred by
him in any such capacity, whether or not the Company would have the right to
indemnify him against such liability under the provisions of Sections 13.1. and
13.2. or any other provisions of law.

SECTION 14
OTHER PROVISIONS

14.1. Financial Year

The financial year of the Company shall correspond to the calendar year.

14.2. Notices

Notices and advertisements of the Company shall be published in the official
journal of the Budapest Stock Exchange and, if appropriate, other stock
exchanges, and the Official Gazette ("Cégkozlony™) in cases required by
applicable law.

14 3. Interest

The Company shall not be liable for interest on the payment of dividends.

14.4. Modification of Law

If the provisions of the Companies Act in force at the date of the restating of
these Articles, specifically Part | (General Provisions on Business
Associations) and Section XlI of Part Il (Regulations Pertaining to the Various
Forms of Business Associations) are amended the review of these Articles
and necessary changes shall be placed on the agenda of the General Meeting
to be held immediately after the amendment of the Companies Act, to avoid
any violation of the rights of shareholders as a result of the amendment of the
Companies Act.

14.5. Universal telecommunications service obligations
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The obligations undertaken in the Universal Telecommunications Service
Agreement concluded between the Minister heading the Prime Minister’s
Office and Hungarian Telecommunications Company Limited pursuant to and
as a fulfillment of Articles 50 and 106 (5) of Act XL of 2001 on
Communications shall be set forth in Annex No. 1 of the Articles of
Associations

14.6. Miscellaneous

14.6.1. On the effective date of this amendment of the Articles, all prior
versions of the Articles and all resolutions of the Company inconsistent with
these Articles shall have no effect.

"References in the Articles made to Act no VI of 1988 are repealed and
replaced by the relevant provisions of Act CXLIV of 1997."

Budapest, April 25, 2003

This Articles of Associations have been worded into a unified structure and
the dashed text in 1.4., 1.6., 2.3.1. (a), 6.6., 7.5.1. (m-n) and 8.2.(b) were
countersigned by:

Dr. Péter Danko
General Counsel
In-house certificate No.:
13058
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Annex 1 to the Articles of Association

to the Articles of Association approved, amended and laid down at the General Meeting of
Hungarian Telecommunications Company Limited held on April 26, 2002.

The maor obligations undertaken in the Universal Telecommunications Service Agreement
concluded between the Minister heading the Prime Minister's Office and Hungarian
Telecommunications Company Limited pursuant to and as a fulfillment of Articles 50 and 106
(5) of Act XL of 2001 on Communications

“5.1. General obligations of the Service Provider”

“5.1.1. Processing of request of establishment of subscriber access point”

“5.1.2. Establishment of subscriber access point”

“5.1.3. Provision of operator-assisted services’

“5.1.4. Creation of the conditions of emergency calls’

“5.1.5. Directory”

“5.2.  Quality requirements of the universal service’

“5.3. Fault report service, fault repair, billing complaint handling”

“5.4, |ngallation and operation of public payphones’

“55. Pendty for dday”

“5.6. Keeping of accounting records and statements’

“5.7. Datasupply to authorities”

“6. The service provider’ s right to use other technology when providing universal service”

“7. Tariffs, tariff packages”

“8. Support to universal telecommunications services’

“9, The Minister's obligations’

“10. Conditions of service suspension”

“13. Settlement of disputes, right to make comments and proposals’
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