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T-Hrvatski Telekom

2Q 10 key figures above our estimates

e Top line declined by 1.9% yoy and EBITDA dropped by 7.0% yoy in 2Q 2010

e Acquisition of IT company Combis mitigated revenue decline in 2Q 2010

o The management expects a moderate decline in revenues and erosion of EBITDA in
FY2010 - in other words, the guidance is practically unchanged

The key set of figures was better than our and market estimates in 2Q 2010. The EBITDA
margin deteriorated from 45.3% in 2Q 09 to 43% in 2Q 10. The figures were above our
expectation due to moderately better mobile performance, higher other income and a
moderately lower corporate tax rate. The bottom line declined by 13.9% yoy also due to very
low financial income.

Consolidated revenues declined only by 1.9 % yoy. The recent acquisition of the IT company
Combis, which contributed HRK 53 mn to the top line helped to mitigate the decline in
revenues in 2Q10. The revenue decline was mainly driven by lower gross mobile revenues
(6.9% yoy). However, mobile ARPU increased from HRK 87 in 1Q 10 to HRK 89.8 in 2Q 10
due to seasonality and probably due to better economic conditions. On the positive side,
Internet revenues grew 20% yoy. On the other hand, broadband ARPU slipped from 130 in
1Q 10 to HRK 128 in 2Q 10. The Wireline unit lost 24k fixed lines (14k fixed lines in
1Q 10) and the mobile unit lost 20k SIM cards {61k customers in TQ 10) in 2Q 10.

Profitability, CFO, capex, dividend: The group EBITDA margin slipped from 45.3% in 2Q 09
to 43% in 2Q 10 despite lower staff costs and material expenses. The Mobile EBITDA margin
increased from 39.6% in 1Q 10 to 44.1% in 2Q 10 while the wireline EBITDA margin stood
at 39% in 2Q 10 vs. 40.5% in 1Q 10. On the positive side, CFO increased by 28% yoy due
to efficient working capital in TH 2010. Capex as a % of revenues reached only 7 %.

Outlook and recommendation: Overall the key figures were better than our estimates in
1H 2010. Despite that, excluding the recent acquisition of Combis (ICT segment), we expect
T-HT top line to remain under pressure this year. The management expects a moderate decline
in revenues, some erosion of EBITDA and lower capex in FY 2010. In our view, the major
question mark is the 6% tax on mobile revenues, which we assumed to be cancelled by the
end of this year. However the cancellation of the tax has not been confirmed yet. Currently we
maintain our “hold” recommendation on the stock.

T-Hrvatski Telekom 2Q 2010 results

in HRK mn 2Q09 2Q10e +/-% RCB est. +/- % Consensus +/-%
Sales 2,140.0  2,099.0 1.9 2,027.0 3.6 2,020.0 3.8%
EBITDA 969.0 902.0 6.9 846.0 6.6 866.0 -4.0%
EBIT 604.0 570.0 5.6 504.0 13.1 526.0 -7.7%
Net profit a.m. 509.0 438.0 -13.9 402.0 9.0 416.0 -5.0%
EPS 6.2 53 -13.9 4.9 9.0 5.1 n.a.
EBITDA margin 45.3% 43.0% 41.7% 42.9%
EBIT margin 28.2% 27.2% 24.9% 26.0%
NI margin 23.8% 20.9% 19.8% 20.6%

Source: T-HT, Raiffeisen Centrobank, consensus by Bloomberg
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Raiffeisen Centrobank’s rating and risk classification system:

Risk ratings: indicators of potential price fluctuations are: low, medium, high.
Risk ratings take into account volatility. Fundamental criteria might lead to @ change in the risk classification. Also, the classification may change over the course of fime.

1t rating: In 1t ratings are based on expected total return within @ 12-month period from the date of the initial rating.

Buy: Buy stocks are expected to have a total return of at least 15% (20% for shares with a high volatility risk) and are the most atiractive stocks in our coverage universe on a 12 month horizon.
Hold: Hold stocks are expected to deliver a posifive total return of up to 15% (20% for shares with a high volatility risk) within @ 12-month period.

Reduce: Reduce stocks are expected to achieve a negative total return up to -10% within @ 12-menth pericd.

Sell: Sell stocks are expected to post a negative total return of more than -10% within a 12-month period.

Price targets are determined by the fair value derived from a peer group comparison and/or our DCF model. Other fundamental factors (M&A aclivities, capital markets transactions, share
buybacks, sector sentiment efc.) are taken into account as well.

Upon the release of a research paper, investment ratings are determined by the ranges described above. Interim deviations from the above mentioned ranges will not cause a change in the
recommendation automatically but will become subject to review.

This report has been prepared by Raiffeisen Centrobank for information purposes only. Maximum care has been taken to ensure that the information contained herein is not untrue, however,
its comp1eta accuracy or correctness cannot be guarunt&ad. This report is aimed solafy at pmfessiond investors who are axpachad to make their own investment decisions without plﬂcing undue
reliance on the information interpreted by Raiffeisen Centrobank, which under no circumstance accepts any responsibility for consequences arising from the use of this report. This
information may not be reproduced, transmitted or distributed (in whole or in part) by any other person. Unless otherwise stated, all views (including statements and forecasts) are solely those of
Raiffeisen Centrobank and are subject to change without notice.

Raiffeisen Centrobank may have effected an own account transaction in any investment mentioned herein or related investments and or may have a position or holding in such investments as a
result. Raiffeisen Centrobank may have been, or might be, acting as o manager or co-manager of a public offering of any securities mentioned in this repart or in any related security.

This document does not constitute an offer or invitation to subscribe for or purchuse any securities and neither this document nor uny‘lhing contained herein shall form the basis of any contract or
commitment whatsoever. Raiffeisen Centrobank is regu|c|ec| by the Austrian Financial Markets Auﬁ'mrily.

1. RCB or an affiliated company (individually or together) owns more than 5% of the issued share capital of the issuer.

2. The issuer owns more than 5% of the issued share capital of RCB or an affiliated company.

3. RCB or an affiliated company acts as a market maker (or specialist) or designated sponsor or stabilizing manager of the securities of the issuer.

4. RCB or an dffiliated company was a manager or co-manager of a public offering of securities of the issuer within the last 12 months.

5. RCB or an dffiliated company has agreed to render (and to receive compensation for) other investment banking services to the issuer within the last 12 months.
6. The analyst owns securities of the issuer analysed by him.

7. The analyst is on the Supervisory Board/Board of Directors of the issuer analysed by him.

8. The analyst has received or acquired securities of the issuer before launch of the public offering of such securities.

9. The remuneration of the analyst is linked to investment banking services rendered by RCB or an affiliated company.
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