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Publicly listed companies are increasingly expected to
clearly state their corporate governance principles and
the extent to which those principles are implemented. As
a company listed on the Budapest Stock Exchange, Magyar
Telekom is highly committed to measuring up to these ex-
pectations and to meeting legal and stock exchange requi-
rements.

Sustainability Coordination

The group-level governance of corporate sustainability
operations in 2022 is shown on the diagram below. From
2020 to the end of 2021 the Sustainability Committee (SC)
(previously: Group Sustainability Coordination Council) was
responsible for group-level coordination.

From 2020 to 2022, the Chief People Officer (CPO)was the
senior executive responsible for sustainability and the sus-
tainability coordination was under the Corporate Commu-
nications Hub in the People Unit area. From 1 January 2023,
the senior executive responsible for sustainability became
the Chief Financial Officer (CFO) and the sustainability co-
ordination was transferred to the Capital Market Relations
Hub area.

In the operation of the Sustainability Squad’, strategy de-
velopment and strategy management are separate, so sus-
tainability activity is carried out at two levels:

1. Strategy development and strategy management

Within the Sustainability Squad, the strategic vision is de-
veloped, and the implementation of the strategy is mana-
ged, communications are prepared and relations with va-
rious national and international organizations are managed.

2. Operative implementation level

Operational activities, execution of tasks, data reporting,
etc. are carried out within the organizations of the manage-
ment areas and business lines.

Operational activities, execution of tasks, data reporting,
etc. are carried out within the organizations of the manage-
ment areas and business lines.

To increase the transparency of the company’s corporate
governance practices Magyar Telekom provides informa-
tion on this website.

Information on general meetings and the resolutions adop-
ted at them is available on this website.

The operation of the Sustainability Squad is regulated by
a group level directive called “About the regulation of Ma-
gyar Telekom Group’s sustainability operation and the res-
ponsibilities and competence of stakeholders”.

In compliance with the directive the Sustainability Squad
meets regularly, at least quarterly, to coordinate company
and group sustainability tasks effectively, with decisions
taken by Sustainability Squad members through voting.

The Sustainability Squad provides regular reports and pre-
sentations to the Chief Executive Officer (CEQ) and the
Chief People Officer (CPQO) (from 1 January 2023: Chief
Financial Officer), on the basis of which they set the main
direction of the Magyar Telekom Group's sustainability ac-
tivities and take decisions on the following topics, with the
input of the members of the Leadership Squad:

m Group policies

® Group sustainability strategy

m Group sustainability development tasks

m Group sustainability communication roadmap

The Leadership Squad liaises with stakeholders directly or
through the Sustainability Squad. Inquiries received are
channeled to the individual areas, with critical sustainabi-
lity-related inquiries being forwarded by SC members to
the relevant people.

Communication is based on the results of the above activi-
ties, one important element of which is the annual Sustai-
nability Report, which in 2023 was overseen by the senior
sustainability manager, the CFO, professionally managed
by the Capital Market Relations Hub and with Planet Fana-
tics' Network LLC. as sustainability advisor.

"The Sustainability Squad will continue to operate under a new name, the ESG Squad, based on Internal Instruction 404, updated in Q12023.

COMPETENCE
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RESPONSIBLE

Determination of main directions, decision on key issues

Ensuring the necessary framework and supervision of the
activities

Making the decisions and resolutions necessary for the
operation, ensuring the coordination for the performance
of tasks

Professional management, harmonized implementation
of group level tasks, participation in the Hungarian and
international professional activities

Implementation of tasks of the management area/orga-
nization/member company, information, participation in
meetings, data supply, implementation of operative tasks

CEO and CP0O?

CP0?, member of Leadership Squad

Sustainability Squad’

Sustainability Squad' manager - a Corporate Communi-
cation HUB Lead

Sustainability Squad’ members

Management of Magyar Telekom from a sustainability aspect in 2022

LEADERSHIP SQUAD

CEO AND CPO?

BOARD OF DIRECTIONS SUPERVISORY BOARD

SUSTAINABILITY SQUAD" MANAGER

CEO UNIT GROUP LEGAL HUB

Innovation

Sustainable R+D

Legal compliance

Child protection

Compliance
Data protection

Resp. Corporate governance

CUSTOMER FACING
UNIT

Strengthen customer
awareness

TECHNOLOGY UNIT

Energy efficient networks

Digital integration
Climate protection

Eco-efficient operation

Digital integration

Sustainable products
and services

v

SUSTAINABILITY SQUAD'

FINANCE UNIT PEOPLE UNIT

Eco-efficient operation

Sustainable supplier chain
Climate protection

Risk management

Education, training

Volunteering

Equal opportunitiy, diversity

Sustainability coordination

Health & Safety

Sustainability communication

Social responsibility

ENTERPRISE UNIT
Energy and cost efficient
business solution

Sustainable products
and services

2 The responsibilities as defined in the internal instructions in force as of 31 December 2022 are included in this report. As of 1 January 2023, the CPO was replaced by the CFO and the Sustainability

Squad leadership was transferred to the responsibility of the Head of Capital Market Relations HUB.



https://www.telekom.hu/about_us/investor_relations/corporate_governance
https://www.telekom.hu/about_us/investor_relations/corporate_governance/general_meetings
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Hierarchy of the sustainability activities

The changes in the hierarchy of Magyar Telekom Group’s
sustainability activities and in the structure of the Group
as a result of the agile transformation are presented in the
annual sustainability reports.

The sustainability strategy is determined in line with va-
rious policies of the Group, Hungarian and international
trends (climate protection, electromagnetic fields, res-
ponsible content services, etc.) and in consideration of the
stakeholders’ expectations (i.e. proposals made at round-
table discussions and various sustainability forums, email
messages, survey results, etc.). The continuously updated
strategy then serves as a basis of our tasks and objectives.

All our activities are supervised by the CEO and the CPO
(from 1 January 2023: Chief Financial Officer), based on
our regular reports. In order to manage risks that may have
an impact on the business we established the sustainable
supplier chain management process.

Incidents are managed by a work group established by the
Sustainability Squad and based on them we elaborate mea-
sures to mitigate potential exposures.

REGULATION OF THE SUSTAINABILITY ACTIVITIES,
GROUP SUSTAINABILITY PROCESS, ENVIRONMENTAL
COORDINATION

The sustainability management process covers Magyar
Telekom Group’s entire sustainability activity (including
environment protection).

CEO AND CHIEF PEOPLE OFFICER

Group sustainability strategy

Residental, Business and Wholesale area
Infocommunication services

GROUP SUSTAINABILITY
COMMUNICATIONS

THE CONNECTION OF SUB-PROCESSES AND ACTIVITIES IS SHOWN IN THE FOLLOWING FIGURE:

REQUIREMENTS
EXPECTATIONS
TRENDS

BEST PRACTICES

STAKEHOLDERS

1. OPERATING FRAMEWORK OF THE SUSTAINABILITY PROCESS

1.1 Regulations
1.2 Determination of the guidelines, strategy
1.3 Work groups/expert teams

1.4 Monitoring, feedback

CORPORATE COMPLIANCE

Magyar Telekom Group’s Corporate Compliance Program
has been elaborated with the aim of ensuring that Ma-
gyar Telekom Group conducts its business with maximum
awareness and commitment, in accordance with relevant
laws and regulations, in harmony with the strictest possible
business ethics standards.

To this end we have issued directives addressing the po-
tential compliance risks, operate the procedures set out
them and provide training for our employees on an ongoing
basis. Clear processes are in place for whistle-blowing, in-
vestigation, monitoring and remedy of suspected cases of
non-compliance.

The Corporate Compliance Program is supervised by the
Group Compliance Manager. The Group Compliance Mana-
ger reports directly to the Audit Committee and is in direct
contact with the Board of Directors, the Supervisory Board
and the management. The central point of the Compliance
Program is the Code of Conduct that summarizes the rele-
vant requirements and the applicable ethical norms. Emp-
loyees may ask compliance-related questions through the
Kérdezz! (Ask) portal.

The Company verified the cases of unethical conduct repor-
ted during the year and launched appropriate investigations
where necessary. In the cases where the action of fraud was
verified, appropriate remedial actions were taken. Comp-
laints and comments related to issues and violations of in-
ternal and external regulations can be submitted to Magyar
Telekom Group’s Mondd el! (Tell us) portal.

INTERNAL CONTROL SYSTEM

The presentation of the system of internal controls, evalua-
tion of the activity in the relevant period.

Magyar Telekom’s management is committed to establish-
ing and maintaining an appropriate level of internal control
system to ensure the reliability of the financial reportsand
minimize operating and compliance risks. Our internal cont-
rol system is designed to provide reasonable assurance
regarding the reliability of financial reporting and the pre-
paration of financial statements for external purposes in
conformity with International Financial Reporting Standar-
ds (IFRS) adopted by the European Union.

Starting from year 2021 Corporate Responsibility is desig-
nated as a separate area within our control environment, for
which we cover the related risks with dedicated controls.
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For the business year 2022 we accomplished control docu-
mentation and evaluation in the IT supported ICS-Tool sys-
tem. Transaction Level Controls describe the controls built
into our business processes that have been designed and
operated to ensure that material misstatements in each sig-
nificant financial account and disclosure within the financial
statements are prevented or detected in a timely manner.

(Complete evaluation of our internal control system is based
on the method established in “Internal Control—Integrated
Framework” issued by the Committee of Sponsoring Organi-
zations of the Treadway Commission (COSO). The operation
of the internal control system is supported also by the inde-
pendent internal audit function. Beyond tasks regarding the
risk based internal audit work plan, contributes to the enhan-
cement of the internal control processes and to the reduc-
tion of existing risks through ad hoc audits and ICS testing.
The Internal Audit area follows up the implementation of the
measures defined based on the audits. The Supervisory Bo-
ard and the Audit Committee also receive regular reports on
the findings of the audits, the measures taken, based on the
findings and the fulfilment of the tasks.)

In line with the criteria of the adopted internal control
framework, management evaluates the effectiveness of
the internal control system in each financial year. Manage-
ment’s assessment for 2022 is finished and based on the
collected information, the internal control system operated
effectively in the respect that it prevented potential mate-
rial misstatements in the financial statements and minimize
operating and compliance risks.

INTERNAL AUDIT

Magyar Telekom Group’s Internal Audit organization is part
of the Group Internal Audit and Risk Management HUB.
Functionally, the chief audit executive reports to the Audit
Committee and Supervisory Board and the organization
belongs administratively to the Chief Financial Officer. The
chief audit executive also regularly reports to the Board of
Directors on the results of audit engagements or other ac-
tivities.

Internal Audit works according to the International Stan-
dards for the Professional Practice of Internal Auditing and
internal regulations such as the Group Auditing Charter
and Group Auditing Manual, which documents are made
available to all employees. The Internal Audit activity is
independent and objective, which involves evaluating and
improving the operations, processes, and effectiveness of
organizations, providing advisory services, thus helping to
achieve Magyar Telekom Group’s objectives.
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The chief audit executive is responsible for preparing the
annual audit plan, submitting it to the Audit Committee and
obtaining approval from the Supervisory Board, as well as
regularly reviewing and modifying it to reflect changes in
Magyar Telekom Group’s business activities, risks, opera-
tions, programs, systems, and controls.

During the preparation of the annual audit plan, internal
audit focuses on the trends and emerging risks that have
a potential impact on the operation of Magyar Telekom
Group. According to this methodology, among other im-
portant subjects, ESG topics have been incorporated into
the annual audit plan for 2022, with which Internal Audit
supported the organization in its ESG-related efforts, via
mapping the effectiveness of the management framework,
internal controls, and processes.

RISK MANAGEMENT

The Risk Management Guidelines of Magyar Telekom Plc.
is our policy that all our disclosures our shareholders and
the investment community be accurate and complete, and
fairly present our financial and operational results in all ma-
terial respects. Such disclosures are made on a timely basis
as required by the applicable laws, rules and regulations.

To achieve these objectives, we continuously develop and
regularly review the functionality and effectiveness of the
elements of our risk management system. Our risk mana-
gement includes identification, assessment and evaluation
of risks, development of necessary action plans, as well as
monitoring of performance and results.

Magyar Telekom performs its risk management activities
in accordance with the risk management guidelines devel-
oped by the Group level risk management organization and
approved by the Boards of Directors.

The risk owners of the individual organizations are res-
ponsible for identifying, reporting, assessing and monitor-
ing risks on a continuous basis, in line with the framework of
the risk management process, under the governance of the
central risk management organization.

Magyar Telekom's Group level risk report is regularly sub-
mitted to the Board of Directors, the Audit Committee and
the Supervisory Board as well as to Deutsche Telekom's risk
management organization.

During the annual planning process the management takes
into account potential risks.

The chief audit executive has the responsibility to ensure
that engagements of the annual audit plan are executed,
including the establishment of objectives and scope, the
documentation of work programs and testing results, and
the communication of engagement results. Applicable
conclusions, recommendations and measures are prepared
as part of the published audit reports and Internal Audit ac-
tively monitors and supports the implementation of correc-
tive actions.

The established risk management standard provides a pro-

cess framework:

m following the identification of risks, they are analyzed,
assessed and quantified in details, then they are quan-
tified (by estimating their probability of occurrence and
potential impact) according to a predefined methodo-
logy. The assessment of risk assessment enables the
management to focus more effectively on those risks
that have a significant impact on the company's stra-
tegic objectives.

= following the assessment, the decision is made on the
specific measures to reduce risks,

®m the relevant risk owner implements, monitors and
evaluates the relevant measures, and

m these steps are repeated as necessary to reflect actual
developments and decisions.

Risk items affecting our operations are reviewed regularly
throughout the Company. All of our subsidiaries and entiti-
es are obliged to identify and report their operational risks.
After evaluation of these risks, results are reported to the
Company’s management, to the Board of Directors, to the
Audit Committee and the Supervisory Board. This regular
reporting ensures that the most significant risks are monito-
red, up-to-date risk mitigation measures are implemented
and regularly monitored.

Our risk reporting system is complemented by a continuous
reporting procedure, which requires all of our departments
and subsidiaries to report on a real-time basis any new
material fact, information or risk that comes to their know-
ledge. Information thus submitted is monitored and evalua-
ted by the risk management area and the Chief Financial
Officer is notified when a new material risk or information is
identified.

Aninternal regulation has been issued to define responsibi-
lities of each employee in risk monitoring and management.

The risk assessment is carried out for a two-year period.
This is also our forecast period. If there are significant risks
beyond the forecast period, such risks are monitored on a
continuous basis.

Besides the systematic management of risks the identifi-
cation of opportunities and their strategic and financial
assessment are also essential part of our annual planning
process. This allows us to take these opportunities into ac-
countin our forecasts.
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https://www.telekom.hu/static-tr/sw/file/Risk_management_guidelines_EN_20220223.pdf

	A vezérigazgató levele

