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Welcome

Looking back to 2008 we could present a lengthy
list of the factors that have had a major impact on
the lives of people all over the world in the sphere
of politics and the economy. The mobile industry
was by no means exempt from the frequency of such
events, but it was able to continue the progress
started a few years ago and bring lasting changes to
the lives of people despite the unexpected factors
that changed our lives from overnight, such as the
financial crisis.

In our view, over time the mobile telephone has be-
come an essential public utility of our business and
private lives. This creates a foundation upon which
we can build our activity with confidence, facilitating
communication between people and thereby con-
tributing to the overall welfare and development of
society and the economy as a whole.

We at Pannon believe in the importance of our role
and do our best to fulfil our mission. We are here to
help, and we plan to keep on helping in the long
term, too. Therefore, the sustainability of our busi-
ness, of the society with which we maintain a good
and mutually reinforcing relationship and of the
natural environment embracing and nurturing us
forms the solid base for Pannon’s existence.

The number of mobile phones sold had increased by
nearly 120% by the end of 2008, which means that
most Hungarians own not one but two mobile hand-
sets. Thus, we could easily ask whether the industry
has any potential for further development in such
circumstances. What more could mobile telecom-
munications offer to customers in addition to the
services that have been provided for almost one and
a half decades?

My answer is that there is vast untapped poten-
tialin our industry. In 2008, we transcended the
traditional compass of mobile telecommunica-
tions and expanded the sphere of non-voice
telecommunications services: mobile internet
and machine-to-machine communication, in-

There is vast untapped po-
tential in our industry. In
2008, we transcended the

ed the sphere
ice telecommuni-

creasingly widespread all over the world, have
also started to conquer the Hungarian market.
I am proud to say that Pannon is at the forefront
of this process, and will do all it can in the fu-
ture, too, to discover and utilise new areas
where the resources available to the company
can be used to provide people with effective as-
sistance.

Anders Jensen - CEO
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2.1 Profile

Pannon GSM Telecommunications Plc. is one of Hun-
gary’s leading mobile operators. The company, fully
owned by the Norwegian Telenor Group, entered the
Hungarian market in 1994, At the end of 2008, Pannon
had 3.731 million active subscriptions and a market
share of 33.9%. The number of employees at the com-
pany was 1,241.

Pannon GSM Telecommunications Ple.
Telenor Mobil Communications AS ~ 74+-.96%
NYE Telenor Mobife Comm. III A/S - 0.03%
Tedenor Huugar}j Szalazilta’cé Kft. - 25.01%

Infosarok hu
( Step Aend Kft., 100% share)

Netrekész Kft.
(337 shhare)

Headquartered in Norway, Telenor Group is one of the
world’s largest global mobile service providers and a
global supplier of telecommunications, data and media
communications services. The group has business inter-
ests in 13 mobile markets in Scandinavia, Central and
Eastern Europe, and Asia. With over 160 million mobile
subscribers, Telenor’s annual revenue in 2008 reached
NOK 111 billion and its workforce numbered over 40,000
(all three figures include data from Kyvistar).

Pannon has two subsidiaries: Netrekész Kézhasznu Kft.
and Step Ahead Kft., established in December 2007 and

Break-up of the
maonopoly

June 2008 respectively. Netrekész was established on
the basis of a state initiative; its founders, besides Pan-
non, are Magyar Telekom and UPC. It was set up to mo-
tivate more people to use the internet. Step Ahead
operates the website infosarok.hu and its embedded
portal, hirsarok.hu.

2.2 Products and Services

Pannon’s objective is to use the opportunities inherent
in mobile telecommunication to offer clients products
and services that facilitate everyday communication
and, being progressive, also contribute to economic and
social development. When the company began, in 1994,
it added a new feature to communications that had
been dominated almost entirely by landline connec-
tions. Soon after, it introduced the first SMS service in
Hungary, a now indispensable means of communica-
tion.

The current offering, which contains the full range of
mobile telecommunications services, has evolved
through further development of the initial services. Our
products and services are grouped according to service
type, user type, age-group and type of offering.

Type of service
Voice services: The wide range of Pannon'’s tariff pack-

ages means that all target groups can find a calling plan
that suits them. Post-paid customers have a wide selec-

tion of tariff packages with favourable monthly fees to
choose from; pre-paid customers can enjoy the free-
dom of phone calls without a monthly fee, and New
Generation Pre-paid customers can benefit from the
best of both worlds. Pannon offers handsets at special
prices with these packages, ranging from entry-level
phones to sophisticated smart phones.

Data services: Pannon offers a wide selection of data
services. With our mobile internet service, 99% of peo-
ple in Hungary can access the mobile broadband net-
work (EDGE) and, as of late 2008, access to the
3G/HSDPA network, currently with the highest through-
put rate, has been available in 371 towns and villages.
In late 2008, deployment of the new infrastructure
needed to offer 14.4 Mbps throughput rate and, at the
same time, HSUPA capability providing high upload
rates began.

Pannon’s internet packages enable customers to access
the internet from a laptop, PC or mobile phone. In ad-
dition to the packages which have various download
limits, in 2008 the company introduced Pannon Inter-
net Night and Day and Pannon Internet Night and
Weekend, which offer unlimited traffic.

Near 100% wobile )
brondband ey

Other non-voice services: Pannon is a market leader in
utilising mobile technology in areas that go beyond tra-
ditional people-to-people communication and has
taken an active role in developing a number of services
where mobile devices can be used for machine-to-
machine communication. Some examples are DataMed,
a health data communication system introduced in
2008, and Mobile Payment.

Type of user

Residential users: Pannon’s objective is to provide res-
idential users with simple, easy-to-use, affordable
communication services. The new Family Package of
2008 with free calls to a chosen group of numbers, the
one week of free calls per month, or the HUF O price of
calls after the first 5 minutes are just some of the solu-
tions enabling our customers to reduce their telephone
costs.

Business customers: Pannon’s portfolio of business
services has something for all firms, from one-man
companies to large corporations. Our cost-cutting so-
lutions (such as ‘Unidsorszag’ - ‘EU country’, ‘Unikdrzet’
- 'Unique area’, ‘Multikérzet’ ‘Multiarea’, ‘Cégen beliil
0 Ft’ - ‘HUF O intracompany’) enable companies to op-
timise their communication costs and thereby increase
their competitive edge and the efficiency of everyday
operations. In 2008, Pannon introduced the BlackBerry
solution, which facilitates electronic correspondence
and communication within a company, as employees
can access their e-mails from anywhere. To further fa-
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Maobile broadband

1998 199g 2000 } 2004 2006

Pre-paid services EOGE

Figure 1.
Expansion of Pannon’s mobile telecommunications services
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cilitate electronic correspondence within the company,
we also offer our business customers E-mail Exchange
and E-Phone Corporate services.

Age group

Pannon: The Pannon brand is the umbrella under which
everyone can make use of our services; the 10 million
Hungarians and foreigners alike.

Djuice: Djuice is the Pannon brand that concentrates on
the needs of young people. The communication needs
and habits of the under-25 age group are markedly dif-
ferent from those of other age groups. Djuice’s pack-
ages and services cater for this age group.

Type of offering

Permanent offers: The services and packages that are
continuously available to our customers.

Promotional offers: Pannon makes seasonal offers in
voice and data service areas. Seasonal voice service of-
fers have included, for example, Roaming Utazé - ‘Trav-
eller’ and Nagyutazo - ‘Globetrotter’ in summer 2008,
and seasonal data services - discount mobile internet
packages - were offered in the run-up to the summer
season.

Ensuring that all customers receive the service that is
right for them in terms of both quality and price is es-
pecially important to Pannon. To achieve this, the com-
pany will continue to focus on the standard and quality
of customer service, remaining true toits ‘Close to You’
slogan, so that all Pannon customers feel that their
service provider has their best interests at heart.

Our message is simple:
We’re here to help.

2.3 Awards and Recognition

February 2008: Pannon receives award for pro-
gramme to support female employees

Pannon received the “Best Workplace for Women 2007”
award from “Vildggazdasag” magazine for its work or-
ganisation solutions for female employees. An assess-
ment by the Association for Women’s Career
Development in Hungary and the Ministry of Labour
showed that what was particularly valued by female
employees at Pannon was the choice of different flexi-
ble work organisation solutions. Working in a work-time
quota system, telecommuting and part-time or home-
based work are all institutionalised options at Pannon.
Flexible allocation of working hours and the option to
work from home also supports working mothers by al-
lowing fathers to take a more active role in family obli-
gations and in raising their children.

October 2008: Pannon is Hungary’s best performing
company

Pannon was proud to be awarded
the title “Best Performer of the
Year” by Figyel6 TOP 200 of
2008. Each year the jury awards
this to the Hungarian company
that has demonstrated the best
financial performance on the
basis of a set of predefined indi-
cators. Pannon received this pres-
tigious award for its achievements
in 2007.

November 2008: Pannon wins
Good CSR Award

Pannon joined the Good CSR Pro-
gramme, which was designed with
the help of international partners
and launched by Braun & Partners
Network in 2008. The objective of

the programme was to expand the R—

sphere of companies registered in
Hungary that report their eco-
nomic, social and environmental performance accord-
ing to the standards of the Global Reporting Initiative.

On the basis of the company’s report, Pannon
ranked the best among 25 Hungarian corpo-
rations in the fields of responsible corporate
governance.

The Good CSR jury included Kincsé Adriany,
managing director of Hungarian Business
Leaders Forum, Noémi Alexa, managing direc-
tor of the Hungarian Transparency Interna-
tional Foundation, and Viktor Badlint,
production director of Sanoma Budapest Plc.

November 2008: Bay Zoltan Innovation
Award to Gy6z6 Drozdy for his innovation
activity at Pannon

The Bay Zoltan Public Trust award is the recog-
nition of outstanding results in innovation. The
public trust celebrated its 15th anniversary in
2008 and is today the largest and most suc-
cessful non-profit applied research institution

Our objectives and
values

Pannon’s primary objective is to
create permanent value for its
shareholders, customers, employ-
ees, partners, and society as a
whole.Our goal is to help our cus- - Keep promises

tomers take full advantage of our - Be inspiring

communications services on a daily - Be respectful

basis:

- ensuring our customers have easy Upon the initiative of the Human
access to and easy use of our Resources Directorate, in 2008
services in their everyday lives, Pannon employees elected, from

- keeping our promises, among their own ranks, value am-

- respecting diversity, bassadors. Three ambassadors

- encouraging everyone to seek were appointed for each of the
new avenues and approaches. four main Pannon values. They

were interviewed and their advice

was published on the intranet por-
tal. The purpose of this was to
strengthen acceptance and utili-
sation of the company’s values.

Our major values are the actions
that are indispensable to the reali-
sation of our goals:

- Make it easy

Our message is simple:
We’re here to help.

in Hungary. Its purpose is to increase the competitive-
ness and efficiency of Hungarian corporations through
successful innovation and technology transfer. The
award was granted in 2008 for the first time, in three
categories.
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3.1 Business results

In 2008, Pannon’s total sales revenue for the entire
year was HUF 4.2 billion lower than the previous year.
Revenues from the sale of handsets decreased, which
was partly compensated for by the broadening of the
customer base and the sales revenue of the mobile in-
ternet service. Investment levels grew nearly 21% com-
pared to the previous year.

3.2 Our Customers

As Hungary’s second largest mobile service provider,
Pannon’s objective is to provide both the residential and
business sectors with suitable services tailored to indi-
vidual needs.

In order to ensure a professional service, this large cus-
tomer group needs dividing up according to require-

ments.

table 1.

Financial Reporting

Financial data according to the International «P
é ~ TOP 200 MWMTA or

Standards (IFRS) 2006 </20_7j 2008

Sales revenue (HUF million) 194,659 192,547 188,363
EBITDA (HUF million) 72,135 77,058 76,445 segments:
EBITDA rate (%) 37.1 40 40.6
EBIT (HUF million) 45,777 55,441 55,369
7 CAPEX (HUF million) 19,702 14,822 17,879
ARPU index (HUF) 5,028 4,630 4,292

Data protection

Pannon shall conduct its data man-
agement activities according to the
legal provisions in effect, especially
Act LXIll of 1992 on the Protection of
Personal Data and the Disclosure of
Information of Public Interest (here-
inafter: the Data Protection Act) and
Act C of 2003 on Electronic Commu-
nications (hereinafter: the Electronic
Communications Act).

In keeping with the legal require-
ments, the management of the per-
sonal data of subscribers is provided
for by Pannon’s General Terms and
Conditions and the company’s inter-
nal data protection regulations. Sub-
scribers can read an abridged
version of the rules of data manage-
ment on the company’s website.
Other parties whose personal data
are also managed by Pannon for the
purpose of securing new business -
i.e. mainly potential customers - can
also read about the rules of data
management on the website.
http.//www.pannon.hu/en/about_pan
non/legal/

In keeping with the relevant legal
provisions, Pannon declares to the
Parliamentary Ombudsperson re-
sponsible for Data Protection for
entry into the Data Protection Regis-
ter all activities that are not ex-
empted from the reporting duty by
the Data Protection Act. The mana-
gement of subscribers’ personal
data is continuously supervised by
Matrix Tanusito Kft., as an independ-
ent third party, when conducting au-
dits of the closed billing system.

During 2008, several requests and
complaints related to Pannon’s data
management were received, the
company examined each case in de-

Table 2.

. - L0
o '/ A 'th.& Fl (2
We. recen® s 'Uear’s

performance

Pannon distinguishes between the following subscriber

- Residential subscribers
- Business subscribers

* InVes’cinZ in development is o k&U Factor
of lanz-’carm success

tail and informed the parties con-
cerned of the results. A total of 1,160
electronic and paper-based submis-
sions were made to the Data Protec-
tion and Abuse Prevention
Department. Some of the complaints
were not related to data protection;
these were forwarded to the relevant
organisational units.The Data Pro-
tection Commissioner conducted two
investigations in connection with
Pannon’s data management prac-
tice; these were not related to any
individual subscriber’s complaint. As
a result of the examinations, Pannon
will amend the data management
practices concerned.

Number of customer complaints submitted

Number of complaints submitted to the Data 247
Protection and Abuse Prevention Department

Justified data protection complaints
Investigation by the Parliamentary
Commissioner for Data Protection
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Residential subscribers

Among residential subscribers we differentiate price-
sensitive young people (15-25 age group); active
adults, and price conscious groups characterized by
more restrained mobile telephone usage.

These markedly different consumer groups have one
thing in common: they all make phone calls, and mobile
phones have become part of their everyday lives. Be-
yond this, each group has different expectations of their
mobile service provider.

Business subscribers

Business subscribers most highly value quality, stability
and reliability of the service, as accessibility and com-
munications are essential to corporate operation.

Micro and small enterprises form an extremely hetero-
geneous group with a diverse sphere of activity. In their
case, thereis no clear distinction between work and pri-
vate life. Their ways of thinking and purchasing deci-
sions are similar to those of residential subscribers.
Always being contactable is important, as their work de-
pends on this.

Customer Satisfaction Surveys

Pannon attaches great importance to providing cus-
tomers with a high quality service at a good price, since
thisis the key to long-term, successful business opera-
tion. To ensure this, the company conducts extensive
customer satisfaction surveys each year in respect of
products, network and pricing.

These surveys are conducted in several customer
groups, and measure levels of satisfaction with the
service they receive when contacting Pannon through
various channels - telephone customer service, Pannon
shops.

Telephone Customer Service

Throughout the whole of 2008, Pannon interviewed
3,600 customers who had contacted the telephone
customer service. Areas examined were ease of naviga-
tion within the automatic menu system, length of time
waiting for an operator to be connected, and proportion
of customer problems satisfactorily resolved.

In the case of medium enterprises,
the distinction between work and
private life is more clear cut. Flexi-
bility is important, as they have to
adapt quickly to changing circum-
stances. They are increasingly cost

Figure 2.
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Customer satisfaction survey results
Telephone customer service
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conscious in relation to their size.

Large corporations form a special
group. As large accounts they seek
suppliers and service providers.
They are usually provided with
one-off customised service pack-
ages. As they are large accounts, Q02 Q3 Q4
contact with them is maintained 2005

and their requirements and prob-
lems are managed through dedi-
cated contact persons.
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10 Totally satisfied
1 Not at all satisfied
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Satisfaction with the operator
W Satisfaction with the speed of the

In Q2 2008 the survey was not conducted due to technical reasons.
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Figure 3.

Customer satisfaction survey results

Telephone customer service
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Pannon Shops

In 2008, a survey was carried out
among 12,900 customers who
made purchases or managed their
affairs in one of the 43 large Pan-
non shops. The survey measured
the level of customer satisfaction
regarding the shops, the adminis-
trators and the various administra-
tive processes. Although Pannon
has been conducting this survey
for several years, the data are not
comparable to the data of previ-
ous years due to changes in
methodology.

Q2 03 04

The results show that overall cus-

The results of the survey indicate that, on the whole,
Pannon provides a high quality customer service: in
general, customers were satisfied, and the service pro-
vided by the telephone customer services representa-
tives was rated particularly highly. Customers were less
satisfied with the waiting times of the service, therefore
further development is required in this area.

Figure 4.

Customer satisfaction
survey results
Pannon Shops Satisfaction with administrator
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:
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Q2/2008 Q3/2008 Q4/2008

M Much better than expected
Somewhat better then expected
W Customer experience matched their expectations
B Somewhat worse than expected
B Much worse than expected

tomer satisfaction is also very high
in this area; customers find that the
administrators are polite and helpful. On the other
hand, administrative processes - even though these
alsoreceived a high rating - could be simplified further.

In this way, Pannon continuously monitors the satisfac-
tion levels of its customers at their various points of
contact with the company. In general, the surveys indi-
cate that the company has achieved a high level of serv-
ice, therefore Pannon’s primary task remains the
monitoring of these areas in order to ensure that quality
levels are maintained.

3.3 Suppliers

As of June 2008, a new director has taken over the man-
agement of Pannon’s procurement activities, whose
most important message to the suppliers is “increase
proactivity”. Pannon’s aim is to start thinking together
with the 1,200-1,500 annual recurring suppliers about
how to improve, simplify and render more cost-efficient
the activities within the cooperation.

Suppliers’ Code of Conduct

The review of the suppliers code of ethics was started in
the second half of 2008 at Telenor, and resulted in more
stringent requirements for suppliers (in respect of work
safety, human rights and other ethical issues). Pannon
is also part of this process, within the framework of
which several work safety and health audits and audits
examining the working conditions at supplier compa-
nies were conducted during 2008. These were done by
Pannon in cooperation with DNV, the partner employed
by Telenor. Random sampling checks were carried out
on suppliers involved with operations, primarily net-
work-related tasks. On-site examinations were con-
ducted at five places of business, and 100 companies
were sent an Easy Risk Assessment Form to complete.
Taking into account Telenor’s experiences, we found
that the situation in Hungary is no worse than in the re-
gion as a whole, but there is room for improvement if
the company sets suppliers stricter work safety and
health requirements. In this way Pannon intends to pre-
vent work accidents in high-risk areas along the chain
of suppliers.

The new, company-level code of ethics will be finalised
and adapted by Pannon in 2009.

Selection of Suppliers

Pannon wishes to cooperate with high quality suppliers
worthy of the company’s reputation. Selection criteria
are set according to tenders to ensure that we work to-
gether with the very best partners.

Suppliers are selected according to a predefined
process. Calls for proposals and tenders are coordinated
and evaluated by a multifunctional procurement team
which makes recommendations to the top manage-
ment. In addition to the procurement expert, the team
includes representatives from the requesting area and
the finance department. Beside the total cost concern-
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ing the term of the contract, the recommendations for
decisions also include, as parameters to be evaluated,
the usual quality and service aspects, and references.
In recent years, including 2008, the weight of environ-
mental considerations has increased. For example, the
calculation of the energy consumption of solutions pur-
chased is a regular element of the total cost calculation.
Itis important to mention that financial evaluation also
takes into account transparent financial operation, tax
arrears and stability.

Besides maintaining strict financial control of its inter-
nal processes (adherence to the Sarbanes-0Oxley prin-
ciples), Pannon strives to simplify and automate as
many processes as possible. The company’s targets in-
clude electronic ordering and requests for proposals,
and the introduction of a state-of-the-art electronic e-
catalogue systemis also planned for standard products.
The aim is to reduce the paper consumption of inter-
company transactions.

Investments

The format and content of recommendations for invest-
ments over a predefined amount are examined by the
Investment Committee. Recommendations made by the
Investment Committee are approved by the CEO.

Pannon’s Investment Committee holds monthly meet-
ings dedicated to the review and recommendation of in-
vestment projects. Members of the Investment
Committee are the CEQ, CFO, CMO, CTO, procurement di-
rector, and director of development.

BUSINESS PERFORMANCE



‘dit,l{ré_mer (Merchandising Sales Representative),
Baldzs Biré (Chief Djuice Officer) ,Viktor Oldh (Junior
Sﬁment anager), Timea Tompa (CRM Manager)
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The creation of workplaces, the provision of stable em-
ployment and long-term human resources are among
the most important values that enable a company to
contribute to the growth of the economy. Local needs,
traditionally known by Pannon, are fulfilled by the local
workforce. This does not present an obstacle to the in-
ternational flow of employees, however; as a member

Figure 5.
Distribution of managers 2008
Byage
11%
89%
25-45
W 45o0rover
Figure 6.
Distribution of employees 2008
By age
5%
7%
88%
B Under25
25-45

M 45o0rover

of the Telenor Group, Pannon actively participates in the
international mobility programme of the company
group. Currently four of the eight top management po-
sitions are held by local colleagues, and four by col-
leagues from the Telenor Group.

Talented, enterprising workers may apply for the job
openings announced within the programme at any
level. Pannon’s goal is to extend the mobility pro-
gramme promoting the sharing of knowledge and cul-
tural diversity as both a receiving and a sending
organisation.

4.1 Employment

In 2008, Pannon employed 1,241 members of staff and
182 hired workers. The majority of these were in the 25-
45 age range, which is due partly to the nature of the
industry itself, partly to the history of the company.
Pannon has always been a preferred employer among
young people in the 18-30 age range, who were more
attracted by, and more familiar with, the world of
telecommunications. There are several advantages to
co-operation between different age groups: career-
starters can already adapt to the given organisational
culture, while senior colleagues contribute to results
with their invaluable work experience.

Outsourced workers usually work as telephone repre-
sentatives (customer service, telemarketing, telesales).
Of the benefits offered by Pannon, they can make use
of the meal vouchers and the Pannon shuttle bus serv-
ice, and can also apply for a HUF O monthly fee, dis-
count mobile phone package.

The evaluation of the performance of hired workers em-
ployed in the customer service unit is the same asin the
case of the permanent staff; however, the Telenor De-
velopment Process (TDP, see: Training, Career, Per-
formance Evaluation ) does not apply to them. Hired
workers are also helped with maintaining their knowl-
edge and skills by professional coaches, and also par-
ticipate in training sessions. In 2008, they also took
partin aseries of problem-solving sessions held by an
external consultant firm. Temporary employees who
perform well have the chance to become part of Pan-
non’s permanent staff.

The proportion of women and
men Figure 7.

Traditionally, the active staff con-

The proportion of women and men in 2008

sists of more men than women; in 100%
past years, this difference has been 22;’“
an average of approximately 120 70.,,:
persons. In senior positions, how- 60%
ever, the distribution does not fol- ig:
low this pattern, especially among 30%
middle management. Women oc- 20% 6
cupy one third of the top manage- 10% 14 7
ment  positions, which are 0%
important, strategic jobs, and al- All managers Managerment Directors Office
most 16% of the senior manage- o e Board Managers
ment positions. The gender ratio in Women
the latter case is related to child-
bearing. This is also the reason for
the increase of the number of em-
ployees working under fixed term employment con-
tracts: Pannon enters into fixed term employment Table 3.
contracts with employees hired to replace those who Number and distribution
start a family, allowing the latter to return to the com- of employees 2006 2007 2008
pany after maternity leave.
No. of employees 1296 1279 1423
Since company values, organisational culture and, pri- Number of direct employees 1096 1089 1241
marily, Pannon’s Code of Conduct ensure equal oppor- Number of outsourced employees 200 190 182
tunities for all employees, this result encourages the
areas and experts responsible for organisational devel- Type of contract
opment to review the issue of women’s career manage- Indefinite term contract 1023 946 1093
ment. Remote and flexible work, which is better Fixed term contract 73 143 148
supported in the new office building, enables women
who are bringing up children to return to work earlier. Distribution according to gender
The results of this can only be assessed after a period Women 476 482 573
of several years. Men 620 607 668
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Trainee programme

Pannon has launched trainee programmes for the last
three years and the company’s objective is to increase
its presence in universities and colleges. Experience and
studies show that graduates’ preference for Pannon as
an employer is lower than expected. Since Pannon of-
fers one of the most state-of-the-art work environ-
ments in Hungary, the company needs to improve its
communication to ensure that young people in higher
education are more familiar with it and the work oppor-
tunities it offers.

Fluctuation Fluctuation is decr%

Pannon has not examined the distribution of fluctuation
according to age and gender. During the last 3 years the
overall rate of fluctuation was around 10%, which can

be considered healthy for a company involved in com-
mercial and customer service activities. The trend has
been improving since 2006 due to several factors,
among which is the fact that Pannon’s results and vision
are stable within the telecommunication sector. Bene-
fits, CSR and environmental spending have not de-
creased during the last three years - this alone conveys
confidence and responsibility.

Table 4.

Net fluctuation 2006 2007 2008
Net fluctuation* 12% 9% 8%
* Ratio of employments terminated by the employee and the average

number of employees.

Development of the
customer service
profession

Along with T-Mobile, OTP Bank and
Transcom Hungary, Pannon is a
founding member of the Human Re-
sources Foundation (HEA) estab-
lished in 2002.The primary objective
of the foundation is to establish a
system of training for the customer
service profession (National Training
Register intermediate and advanced
level, and college diploma) by intro-
ducing several forms of education in
parallel (full-time vocational sec-
ondary school training in a 4+1-year
system and adult education solu-
tions). Through the activities of HEA,
Pannon intends to promote the
recognition of the customer service
profession and to contribute to the
development of its formal
material. HEA has been operating as
an institution of adult education reg-
istered by the Labour Centre for the
Central Hungarian Region since
2007. In 2008, nearly 100 students
completed the four call centre and
customer service supervisor and
manager courses or took advantage
of the Foundation’s five different

adult education services.Through
several events, HEA endeavours to
promote the sharing of best prac-
tices and the achievement of a pro-
fessional consensus between
companies operating telephone cus-
tomer service units. These include
the Call Centre Club (10 club nights,
presentations, roundtable discus-
sions), the Partnering Customer Re-
lationship Conference, held for the
fifth time with several hundred par-
ticipants, and the full-day Partnering
Olympics between customer services
and call centres, also held for the
fifth time with nearly one thousand
participants. The events are organ-
ised through www.partnering.hu.The
Foundation also promotes the train-
ing and employment of disadvan-
taged groups on the labour market,
and it also conducts scientific work.
In 2008, for example, a “Customer
Service Stress Research” project was
concluded and the findings were
published.

www.hea.hu

Wage policy

Pannon has a progressive wage
system. Over and above the base
salary determined according to
the employee’s position, the ac-
tual revenue of employees is
based on the performance of the
individuals and the company.
The method of calculation is
subject to the effective policies.

In the case of the members of
the highest governing bodies,
the relationship between remu-
neration and the performance of
the organisation appears in the
variable remuneration. Variable
remuneration is paid annually
and is contingent upon the
achievement of Telenor’s objec-
tives, regional level objectives
and Pannon’s objectives. As of
2008 objectives do not include
non-financial indices.
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Equality and diversity

In 2008, we addressed these issues both within and
outside the company in the form of a number of projects
(see Social Responsibility ). Nevertheless, we are aware
that we have to take further measures in order to inte-
grate equal opportunity and diversity into our own cor-
porate culture and into the attitude of Hungarian
society as a whole.

The company does not restrict job applicants in any
way; it is forbidden by the Code of Conduct. At the same
time, we have not yet taken positive, proactive steps in
the employment of people belonging to disadvantaged
groups. The move to the new office building will offer
new opportunities for the employment, for example, of
physically handicapped people. The elaboration and re-
alisation of programmes to promote diversity is a task
for the coming years.

As a first step, in 2009 Pannon will assess the physical
possibilities and limitations, and characteristics of the
jobs.The objectives for 2010 include the elaboration of
an equal opportunities plan. Within the framework of
this, several programmes may be implemented, and the
results of these may be developed on the basis of meas-
urements.

Benefits

In addition to the benefits that facilitate daily work
(telephone usage, meals, bus service), Pannon’s diverse
and advantageous benefit package includes sports and
healthcare opportunities, continuous development pro-
vision (further education, English courses) and easy ad-
ministration of finances (banking service), as well as
taking care of the future (pension fund).

Benefits offered to direct employees:

- company mobile phone with a virtually unlimited plan;
after the trial period an additional SIM card with a dis-
count plan (for family and friends)

- HUF 12,000 meal vouchers per month

- a life, accident and health insurance package

- health and medical services at private clinics under
contract with Pannon

- 2.5% employer’s fee contribution for voluntary pen-
sion fund membership after six months’ employment
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- discounts available for banking services at a bank
under contract with Pannon

- supportin pursuing higher education and English lan-
guage studies

- sports facilities

- shopping discounts at sales outlets under contract

- Pannon shuttle bus service between the office build-
ing and Budapest

At Pannon, benefits do not depend on the type of em-
ployment, the only exception being when the employee
has a contract that is shorter than six months. These
employees are not entitled to pension fund contribu-
tions, and employees with fixed term contracts are not
entitled to support for English studies or higher educa-
tion, as these are long-term programmes. All Pannon
employees may participate in job-related and skills de-
velopment training, irrespective of the type of contract
they have. These programmes also include self-deve-
lopment e-learning programmes.



4.2 Training, Career,
Performance Evaluation

All Pannon employees are responsible for their own ca-
reers and all managers are responsible for the develop-
ment of talented subordinates.

The various professional fields enjoy great freedom as
regards training programmes implemented with inter-
nal resources. During the introduction of new products
and services, the training of ‘key-users’ is standard
practice. These key users will then pass their knowledge
on to theirimmediate colleagues. Professional mentors
and internal trainers are responsible for training new
employees who will work in areas requiring a longer
learning period. Employees with special skills frequently
share their knowledge with their colleagues or even the
employees of other organisational units.

Pannon regards co-operation as one of the building
blocks of its organisational culture. Besides sharing in-
formation and results, this also includes the sharing of
knowledge. E-learning materials for office and in-house
applications are always available to all employees. Em-
ployees are entitled to 2-3 days a year for training, but
the number of days available for study purposes may
vary according to the job. The design of customised de-
velopment plans is part of the Telenor Development
Plan.

Organisation development projects involving all em-
ployees also require colleagues to be suitably prepared
as the extensive programmes make use of all informa-
tion channels: besides individual presentations, e-
learning materials and group discussions help
colleagues understand and process changes.

New colleagues learn about Pannon’s corporate values,
objectives and mission through onboarding, and the
Code of Conduct e-learning course. The objectives for
2009 include the expansion and re-working of the on-
boarding programme using feedback from the various
professions, and incorporating joint e-learning material
used by Telenor into the preparation process for new
colleagues.

Support for English and higher education studies helps
colleagues pass language exams and obtain a degree.
A more proficient knowledge of English and high-level
qualifications may be useful in the employee’s current
job and may also help when applying for a new position.

Performance evaluation and career

At Pannon, performance evaluation and staff develop-
ment take place through the Telenor Development
Process (TDP), which was initially introduced by the par-
ent company and subsequently recommended as a
guideline for the subsidiaries. TDP is being introduced
at more and more subsidiaries. Pannon has used the
process for 5 years, initially only on the management
level, then gradually extending it to cover employee
performance evaluation as well.

When selecting the leaders participating in the deci-
sion-making process of strategic issues, meeting ex-
pectations for professional competencies and
behaviour is of primary importance. The CEO of Pannon
is selected by Telenor, the parent company, which also
defines the competencies needed for the job. The
Deputy CEQs are selected by Pannon’s CEQ, Chief HR Of-
ficer and Telenor. In addition to the above, the HR Divi-
sion of Pannon also participates in the process of
defining the required competences as it has a deep un-
derstanding of the local conditions. On the directors’
level, the CEQ, the specific Deputy CEO and HR jointly
define the required competences and select the right
persons. In positions created at the initiative of the Te-
lenor group, the parent company plays a significant role
in determining the competences and selecting the fu-
ture employee. The environmental manager is one such
position.

In terms of behaviour, each and every Pannon executive
has to meet Pannon’s four key values, the guidelines of
the Code of Conduct and the Telenor Leadership Expec-
tations). This latter document lists Integrity among the
five key requirements, which places a strong emphasis
on environmental protection and corporate social re-
sponsibility.

Performance evaluation of employees

The first step of the process is an evaluation meeting
between the employee and their immediate superior,
analysing the employee’s business and behavioural tar-
gets and the implementation of the development plan
designed to achieve these. During the meeting, the
business and behavioural tasks and the necessary de-
velopment measures are defined for the following 12
months. The achievement of targets and the realisation
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of development plans are monitored on a quarterly
basis in the form of 15-20-minute meetings. The entire
process is supported by an Oracle-based system. The
professional and skill development training require-
ments formulated in the development plan that are re-
quired by the employee’s work or in the interest of their
personal development are contained in a report ex-
tracted from the system. This report forms the basis for
the annual training plan. Training is implemented using
both external and internal resources. Training sessions
held by external consultants usually take two days a
year for employees and 4-5 days for management.

Performance evaluation of the management

Pannon evaluates the performance of senior executives
within the framework of the TDP process in the same
way. The only difference is that while employees only
formulate and evaluate individual targets during the re-
view meetings, the business targets of executives con-
tain the annual strategic targets formulated on the
company level and their behavioural targets also con-
tain the company-level organisational development
targets. Individual targets may also form part of the
performance evaluation.

The next step in the TDP process may be an executive-
level Review Meeting, where the immediate superior re-
views the performance of the employee together with
the employee’s colleagues and superior. During the
meeting, all employees of the superior may be evalu-
ated collectively, or this may be restricted to over- or
under-performers. Other criteria may also be used to
select employees on whom the superior wishes to re-
ceive feedback from colleagues. This is the Compact Re-
view. The latter type is most frequently used at Pannon,
since these meetings provide employees with the addi-
tional opportunity of receiving feedback from the col-
leagues of their superior as well, which they can
incorporate into their personal development plans.
These meetings also allow participants to identify col-
leagues who have performed particularly well and to
nominate them for various-level programmes that pre-
pare them for a sideways or upwards move. The objec-
tive is to ensure that when someone applies for a new
position, they meet the requirements for that position
as fully as possible.
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Prepare Programme

This allows colleagues with high potential (HiPo) to be
nominated for 4 levels. Telenor provides centrally or-
ganised international programmes for office managers
and management level experts (MLE). Within the Tech-
nical Division, Pannon extended this to the employee
and group manager levels in 2006, and in 2008 the
Customer Service Directorate and the Corporate Affairs
Directorate also participated. Colleagues may be no-
minated for the programmes if their performance, skills
and experiences are outstanding, and they are regarded
by the participants of the review meeting as capable of
filling other positions on the same level or on a higher
level. It is also important that the ambitions of the col-
league are in line with expectations.

Pannon formulated two objectives for 2009 in respect
of performance evaluation. One was offering the oppor-
tunity for Review Meetings to all organisational divi-
sions of the company, so that all employees can learn
about the opportunities available. The other was that
plansinclude the harmonisation of the company’s local
Prepare programme with the international programmes
and, within this, allow candidates to get to know each
other during group training sessions.



4.3 Internal Value Creation - IVC

Internal Value Creation (IVC) is an annual process that
Pannon has been conducting for eight years under the
guidance of the parent company. The primary objective
of the programme is to involve employees in the forma-
tion of corporate culture and the life of the organisation,
and to ensure the definition and implementation of the
company and workgroup level organisational develop-
ment objectives on the basis of colleagues’ opinions. Dur-
ing Employee Surveys, employees who have worked at
Pannon for at least three months can share their opinions
on the organisational events of the previous year (e.g. or-
ganisational changes, company events, the efficiency of
internal processes) and on Pannon as a workplace. Simi-
larly to previous years, the level of participation in 2008
was also very high, which provides constructive feedback
not only to the HR Directorate but also to the upper man-
agement. A few examples of the results of the survey: col-
leagues regard the bureaucracy of internal processes as
the greatest obstacle to efficiency; they recommend the
simplification of administrative processes and the accel-
eration of the decision-making mechanism. The survey
measures employee motivation levels, and the stress ma-
trix informs Pannon about how employees assess their
work environment.

The internal survey also enables employees to provide
feedback on their superiors. While the sections of the
questionnaire related to workgroups and company level
feedback are prepared globally, during the last two years
the evaluation of superiors has been developed locally to
ensure that Pannon managers receive maximum feed-
back on their activities. In 2007, the company tried the
270 degree evaluation system (evaluation by superiors
and subordinates plus self-evaluation) covering the lev-
els from deputy CEO to department heads. In 2008, this
was expanded to the 360 degree method (evaluation by
superiors, subordinates and colleagues, plus self-evalu-
ation), while group managers received 270 degree eval-
uation. In 2009, all Pannon managers are to receive 360
degree evaluations.

All employees learn about the company and workgroup
level results of the survey at the Business Planning Work-
shop held specifically for this purpose. The half-day or
one-day meetings are held at the workgroup level. At the
workshop the results will be used by the workgroups to
formulate business and organisation development tar-
gets, which willthen be reviewed by the HR Directorate on
a quarterly or, at least, biannual basis.

4.4 Healthy Working Environment
and Work Safety

Human resources - the employees - are especially im-
portant to Pannon, and preserving their health and work
safety is an important consideration. Consequently, the
company operates a health preservation and develop-
ment programme that focuses primarily on prevention.

Continuously updated information about programmes
and opportunities is available to colleagues on the
company’s intranet portal.

The management communicates its expectations, but
colleagues also can provide feedback on the entire op-
eration of the company (including the activities of the
management). The anonymous annual questionnaires
and the post-evaluation workshops enable colleagues
to directly influence the processes impacting the entire
organisation.

Health preservation programmes

In addition to the compulsory occupational health ex-
amination, health screening tests and outpatient care
are also available to all employees. The screening tests
allow the timely detection of many problems and dys-
functions. Besides medical advice, colleagues can re-
ceive answers to questions about changes in lifestyle,
and consult physicians at two excellent private clinics,
and several dentists.
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Information and education are an essential part of
health consciousness. Emphasis is placed on health de-
velopment and preservation during the HR department’s
monthly thematic programmes. Employees can partici-
pate in customised consultations and screening pro-
grammes that are, naturally, free of charge. To ensure
maximum participation - including those who would
otherwise say they have no time - the examinations and
presentations take place in the office building.

Health preservation programmes by subject

Smoke-free programme: Pannon has joined the Smoke-
free Company Programme organised and operated by
the ‘Egyensuly’ (Balance) Foundation. The purpose of
the programme is to promote and support the giving-
up of smoking, and it was open to colleagues and their
families. 134 people from Pannon took part. Part of the
programme was the communication campaign - an in-
teractive information interface - which was available to
everyone via the intranet. The programme provided
screening and CO measurement, personalised medical
consultation (with a pulmonologist), online consulta-
tion, and the drawing up of a customised plan for kick-
ing the habit. Answers to the anonymous questionnaire
revealed that some employees managed to quit smok-
ing during the programme.

Inoculation against influenza: Pannon employees are
offered free inoculation against influenza once a year.
Usually 10-15% of employees take advantage of this
opportunity; in 2008 this figure was 20%.

Protecting our eyes: Pannon organised several free eye
tests in the office building, where spectacle-frames
could also be purchased at discount prices.

Rheumatologic screening (spine, orthopaedics): col-
leagues were examined by a spine and orthopaedic
specialist in the office building.

Mobile office massage: getting used to healthy posture
and the prevention of illness caused by bad posture is

important to Pannon.

Vitamin level survey, measuring cholesterol and body
fat, dietetic advice
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Dental screening: the medical examinations proved ex-
tremely popular; some of them had to be repeated in
order to give everyone the opportunity to attend. Al-
most one third of employees stationed in Budadrs went
to at least one presentation or medical examination.

Supporting Sports Activities

Another main pillar of the prevention of illness and the
preservation of colleagues’ health is sport. Currently
Pannon employees have access to eight fitness clubs
and two swimming pools free of charge.

Each quarter, employees can form sport clubs spon-
sored by Pannon. In this way, the company supports
team sports and the self-organisation of its employees.
During the fourth quarter of 2008, there were 19 sport
clubs with 187 members.

Healthy diet possibilities

Diet must not be overlooked. The quality of the courses,
and also where meals are eaten are both important. The
company restaurant offers a choice of several healthy
courses every day in a pleasant, relaxed atmosphere.

Colleagues can give feedback on the services, the menu
and the restaurant environment to the HR directorate
or the restaurant manager.

Food brought from home can also be kept and heated
up. A cafeteria and several rest areas equipped with cof-
fee and tea making facilities and mineral water (all free)
offer colleagues a chance to take short breaks and re-
freshment periods during work.



Work Safety

To ensure work safety, the occupational physician
conducts regular examinations of the work hygiene
environment in Pannon’s offices and showrooms.
When any changes are made that affect the offices,
the environment is re-examined. During such exami-
nations the expert assesses the existence of environ-
mental, material and organisational conditions
ensuring safe and healthy work. A risk assessment re-
view is conducted annually. Although only the most
recent amendment of the Labour Safety Act stresses
the importance of considering psychosocial factors,
Pannon has been examining these factors for several
years.

The individual, material and organisational conditions
for first aid are given. There are more than 100 trained
first-aid personnel. High standards are guaranteed
through regular further training sessions and the fact
that Pannon’s supplier of first-aid equipment is a mar-
ket leader in Europe.

Colleagues working in the field who are responsible
for the maintenance of the transmission towers oper-
ate in a special work environment. Pannon’s Work
Safety Regulations and the Industrial Alpine Tech-
nique Regulations ensure that they, too, work in safe,
healthy conditions. When choosing protective equip-
ment (individual protective gear) for employees car-

The regular work safety and industrial alpine technical
training sessions cover fire protection and issues re-
lated to the use and maintenance of individual protec-
tive equipment.

There have been no fatal workplace accidents at Pan-
non, and there are no absences due to work-related
illness. Serious workplace accidents are very rare; dur-
ing the last 3 years there was only a road accident.
Workplace accidents usually arise from slipping or
stumbling. Investigations show that they are usually
caused by carelessness on the part of the employee.

Work-Life Balance
(WLB)

Pannon intends to relieve workplace
stress and promote work-life bal-
ance by introducing a new working
style that includes flexible working
hours. The WLB Programme consid-
ers the following questions:

- What does ‘work-life balance’ re-
ally mean?

- Why is it important for employees
and the company?

- What foundations are provided by
the current corporate culture?

- How much can the company
achieve in this area; what are the
feasible objectives?

Many people spend much of their
lives at work, and travel also takes up
a lot of time. There are family and of-
ficial duties that can only be at-
tended to during working hours.
Those with families or small children
may also have special requirements.
To achieve company goals and good
performance, workers must feel bal-

anced and fulfilled as individuals,
while keeping Pannon’s values in
mind: work, family, the broader com-
munity, and health.Technological de-
velopments have led to new
solutions in organising work which
allow colleagues to do their work
without spatial or temporal limita-
tions. ‘New Way of Working’ gives
Pannon’s employees greater free-
dom and flexibility in shaping their
working conditions.Remote work re-
duces the stress of travelling, and
the time saved can be used for other
purposes (family, health, recreation).
Telecommuting can be combined
with a time quota system offering
workers greater flexibility in how
they use their work time: within the
time quota, they can schedule their
work to best fit their needs. Thus,
they can carry out their private or of-
ficial obligations more easily, reduc-
ing stress both at work and in their
private lives.

rying out alpine technical
work, the company’s aim is to
provide the very best quality,
with no compromising, to
workers required by law or the
company regulations to use
such  equipment. Pannon
checks the equipment accord-
ing to the prescribed fre-
quency, and replaces it if
necessary. This work is sup-
ported by an ISO-certified ex-
ternal partner expert.

Those whose work is not alpine
technical, but still require indi-
vidual protective gear, are also
provided with the very best
quality protective equipment.
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Flexible working hours =

Table 5.
Number of days lost due to workplace
accidents (sick leave) 2006 2007 2008

Central site 152 19 212
West 0 0 0
East 8 157 0
Total 160 176 212
Ergonomics

The HR Directorate places particular emphasis on er-
gonomic compliance in its annual risk assessments.
Pannon fully complies with the provisions of Ministry of
Health Order 50/1999 (XI. 3.) on work with display
screen equipment.

Work areas - most of them with display screens - con-
form to ergonomic provisions. The seats and backs of
the chairs - also chosen according to ergonomic prin-
ciples - follow the movement of the body while sup-
porting the spinal column.

fess stress
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Mildn Horvdth and his father Aron Horvdth (Corporate Responsibility Expert)
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5.1 Our Stakeholders

Pannon identifies its most important stakeholders on
the basis of their potential effect on the company and
the way the company influences the given group.

The dialogue between Pannon and its stakeholders is
continuously gaining depth, as both we and the stake-
holders increasingly require mutual consultation for
everyday work. The various directorates organise regu-
lar meetings and participate in forums where they have
the opportunity to learn of the opinions and expecta-
tions of the stakeholders. Table 6 shows the most im-
portant stakeholders, the dialogue conducted with
them, and the results.

Relocation Dialogue

The construction of Pannon’s new
office building and the relocation of
approximately 1,400 people consti-
tute a major change in the life of a
small town. In 2008, the research
company Hoffmann Research con-
ducted a stakeholder survey for Pan-
non to assess the attitude of
residents, local public institutions
and non-governmental organisa-
tions towards the construction work,
the relocation and Pannon’s daily
operations in Térékbdlint (e.g. the
increase in road traffic). The survey
also examined how much residents
know about Pannon as a company.
The survey consisted of a question-
naire-based public opinion poll in-

volving 200 local residents and 9 the survey.

5.2 Cooperation for
Safe Mobile Use

In February 2008, Hungarian mobile service providers
signed the Mobile Service Provider Code. This is based
on the European Framework for Safer Mobile Use
launched by the European Commission and GSME, the
organisation of European mobile service providers.

The project consisted of:

- Information on the internet and flyers about safe mo-
bile use by younger teenagers and children (for par-
ents and children)

- Classification of content sold through the mobile
service providers (under contract), access to adult
content only for persons of legal age

- Blocking of adult content,
and content-filtering based on
a white list of pages designed
for children

in-depth interviews.The results of - Transformation of the con-
the survey indicated that both the
population and local opinion leaders
have a positive opinion about the
construction of the new office build-
ing, and are aware of the advantages
it will bring them. Main expectations
are the maintaining of good relations
with the town, and the provision of
more information about work oppor-
tunities, the impact on the local
economy, Pannon’s corporate re-
sponsibility and the new office build-
ing (the structure and its innovative
solutions). On the basis of these re-
sults, Pannon was able to expand its
communication with the town in line
with the expectations expressed in

tracts between the content
providers and the mobile serv-
ice providers to enable the en-
forcement of commitments on
the basis of the Code of Con-
duct previously signed by the
mobile service providers and
the content providers

- Report to GSME about the
Hungarian contents and imple-
mentation of the Code

- Regulated notification and
content removal procedures, in
case of inappropriate content

Telenor Group took part in
GSME’s Mobile Alliance Against
Child Sexual Abuse. The most
important commitments:

- Filtering (internet service) on the basis of a black list
of paedophile and child pornography websites, espe-
cially those located in countries and servers where
criminal prosecution is not possible (i.e. the page can-
not be removed by the authorities and its owners can-
not be prosecuted)
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Table 6.
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Stakeholder
group

OwnerTelenor As

Staff

Retailers

Customers

Suppliers

Non-governmental
sector

Public sector

Media

Why is the relationship
important to Pannon

We have to comply with the parent
company’s ethical, economic, environ-
mental and social norms. Performance
in this area has an indirect effect on
the shareholders of Telenor Group.

The success of the company depends
onthem

They represent Pannon to the cus-
tomers; through them the company
acquires new customers

Pannon’s voice and data services are
designed to improve the quality of
their lives

It is important that partners under-
stand and identify with Pannon’s val-
ues and operating principles

These are both target groups of Pan-
non’s activities and factors that shape
and influence operation

Pannon is able to address Hungarian
stakeholders most effectively through
the media

Form of dialogue

Regular reports
Data services

Intranet portal

The part of the portal reserved for
opinion polls where opinions and
sentiments about current issues

may be measured

Internal Value Creation (IVC) survey
among staff in the interests of or-
ganisational development

‘Non-Voice Club’ event twice a year
to introduce the new trends in data
communication

Workshop to improve cooperation-
Retailers’ Day, community service
team building and training

Customer satisfaction surveys

Vendor Forum organised by the De-
velopment Directorate

- The Procurement Directorate is also
planning to organise a similar pro-
gramme

Stakeholder survey about the new
office building

Continuous consultation with the
various authorities and ministries
about regulatory issues-

Pannon is active in NGOs involved in
telecommunication

- Tours for local journalists to inform
them about the topics Pannon has
to offer them and to find out what
subjects the various media repre-
sentatives are interested in

- Satisfaction survey among members
of the press

COMMUNITY PARTNERSHIPS

Results

Since 2008, comments can be
posted on all articles on the portal
- Visitor data indicate that articles
about internal organisational
changes, remuneration and inter-
nal company events are the most
popular

The ‘Employees’ section contains
detailed results of the IVC survey

The necessity of creating faster
channels of communication be-
tween the headquarters and the re-
tailers was revealed

See ‘Our Customers’

- See ‘Relocation Dialogue’ box

- The tour was launched in 2008 and
went to four county seats during
that year

- Pannon’s objective is to maintain
much more localised communica-
tion, focusing on local needs and
events that interest local residents.



- Public action against child pornography and the re-
lated websites, and IT services, cooperation between
service providers in the Alliance.

5.3 Social Investments
and Donations

As a member of Telenor Group, Pannon applies and
adapts the corporate responsibility (CR) of the Group,
formulated at an international level, to the Hungarian
circumstances. Pannon’s objective is to understand and
respond to the global and local challenges of society.
As a responsible telecommunications provider, we are
able to use our expertise, innovative technological so-
lutions and conduct to contribute to the development
of the socially disadvantaged, reduce our negative im-
pact on climate change, and promote the safe use of in-
formation technology.

Responsible operation is a process, not a state. Pan-
non’s goal is to cooperate with the people who are im-
portant to the company and to whom the company is
important, and to bring about changes with them
which will result in a higher standard of living and de-
velopment.

Pannon’s definition of a programme or project that
qualifies as a social investment is:

I. one that can produce positive results in respect of
both social and business objectives, in the long term;
Pannon’s innovative activities belong in this category

.aninvestment made with a social aim in mind; the ef-
fects are indirect and the company has not yet meas-
ured the results in quantified form. The impact is
measured by Pannon itself or a third party using fol-
low-up and monitoring.

In addition, Pannon supports various objectives in the
form of classic donations based on external requests
and internal recommendations.

8.4bra

Social Investments, Sponsorship

and Donations

450 000 000 HUF
400 000 000 HUF
350 000 000 HUF

300 000 000 HUF
250 000 000 HUF
200 000 000 HUF
150 000 000 HUF
i ]

100 000 000 HUF
50000 000 HUF
O HUF

2006 2007

B Social investments
Cultural and sports sponsorship
B Total value of other donations (HUF)

2008
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Innovation

Pannon’s objectives include the development of systems
that play an important social role. To date, in cooperation
with its partners, the company has developed three sys-
tems based on GSM data transfer. This area became more
important when the EU published its position in Novem-
ber 2008 supporting and urging member states to pro-
vide their citizens with access to such services.

In an institutional form, Pannon started working on the
development of such socially important systems in
2004. The aim was to open up market segments that
mobile telecommunications had not yet reached. How-
ever, there is potential for achieving significant im-
provement in quality in that area.

One such important direction is telemedicine: in Hun-
gary, Pannon has laid the foundations of telemedicine
solutions by developing mobile ECG. Foetal heart mon-
itoring followed suit over the years, along with the
DataMed health data communication system and other
remote control solutions.

June 2008: Presentation of DataMed to the profes-
sion

Pannon presented DataMed to the medical profession
in June 2008. The entire mobile communication back-
ground of the system is based on Pannon’s services, in-
cluding SMS, MMS, WAP and mobile internet. Besides
providing data communication, the DataMed portal also
acts as a knowledge base: physicians can access the up-
dated medical history of the patient, and the system
helps to establish the correct diagnosis, provides infor-
mation about the most effective therapies and also of-
fers downloadable demo materials.

Table 7.

Social investments,

sponsorships and donations 2006

Social Investments (HUF) 282708 000 308 877 816
Cultural and sport sponsorship (HUF) 213450954 165 473724
Total value of other donations (HUF) 66133 456 112 497780
Total (HUF) 562292 410 586 849 320
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Pannon Role Model
Foundation Laureates
in 2008

Zita Budavari: Founder and manager
of Bélcsé (Cradle) Foundation, as-
sistant to expectant mothers in crisis

Géza Huszar: Pioneer of social work in
Hungary, one of the founders of
Menedék (Shelter) Foundation

Ferenc Péter and Gabor Siklosi: Na-
tional Ambulance Service workers
who saved the life of a young girl
while off duty

Marta Bakos-Toth: Child psychologist,
head of the Spiritual Home for the
Rehabilitation of Tumour Patients in
Bakonysziics

Istvan Bibo: Restarted the Badr-
Madas Calvinist Secondary School,
director of Janos Sylvester Protes-
tant Secondary School

Lenke Kiss: Founded and runs a bas-
ketball school

llona Varga: Radio journalist, literary
translator and dictionary editor, who
started out in a gypsy settlement

Csaba Bdéjte: Founder of the Dévai
Szent Ferenc Foundation, rescuer
of poverty-stricken children in Ro-
mania

Dalma Foldes: International activist,
currently works for the Hungarian
Association of the Deaf and Hard of
Hearing (SINOSZ)

Béla Berkes: Reporter for Hungarian
Television, assists Roma children

Karoly Leiner: Teacher, educator of
handicapped children, founder of
Z6ld Béka (Green Frog) Hiking Club

Pal Szontagh: Director of the Péter
Vajda Music Primary School and
Sports School

Background work

Development ideas can come from many sources: from
personal suggestions, from colleagues individually or
within the framework of the internal SEED Programme,
or from universities. Suggestions are collected and then
reviewed by Pannon’s R&D Committee. The members of
the R&D Committee in 2008 were the Products and
Markets Directorate, the Legal Directorate, the Finance
Directorate, the Development Directorate and the Pro-
curement Directorate. The Committee discusses
whether the suggestions are viable and, if so, how and
with which partners Pannon should proceed. Of course,
not all the ideas prove viable, but Pannon endeavours
to put as many of them as possible into practice.

48 award winners
in W 'U&N‘S

Pannon Példakép (Role Model) Foundation: creating
social value through the example of active everyday
eroes

Since 2005, Pannon Példakép Foundation has been re-
warding people whose value-creating activity can be an
example for everyone in Hungary. In return for their per-
sistent and creative work, recipients receive HUF 1 mil-
lion each in addition to the specially designed role
model statue. The foundation does not place restric-
tions on how the money is used.

Anyone can submit nominations to the Foundation,
which should be made in Hungarian and sent by elec-
tronic or regular mail. The present secretary of the
Foundation screens the nominees and selects 6-10
candidates, who are then contacted by a journalist hired
by the Foundation who writes a profile about them. The
board of trustees decides on the recipients on the basis
of the profile.

In 2008, first Péter Nadori, then Andras Kepes left the
Board of Trustees; both had become members in 2004,
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the year of foundation. At the end of 2008, with the in-
vitation of new members, the Board of Trustees con-

sisted of the following persons:

Chairman of the Board: Lérand
Bereczky, general director of the
Hungarian National Gallery

Members

- Dr Emese Majorosi, Pannon’s
Press & Information Director,

- Gabriella Molnar, N6k Lapja’s
editor-in-chief,

- Kriszta Bodis, documentarist,
author and psychologist,

- Zsuzsa Incze, documentarist,
recipient of the Role Model
award

- Janos Kothencz, founder of the
AGOTA Foundation, recipient of
the Role Model award,

- Kalman Mizsei, EU special rep-
resentative for the Republic of
Moldova.

15th Jubilee Award Ceremony

With the fifteenth award cere-
mony, the Role Model Founda-
tion has reached a milestone in
its mission: on 8th September
2008 the 45th winner was
awarded the prize by the Board
of Trustees.

The fifteenth award ceremony
also represented a milestone
because the foundation an-
nounced two new communica-
tion channels, which provide
more direct access to the Role
Models. Following a gala
evening held on 8th September,
a two-week portrait exhibition
was held in the Hungarian Na-

page).

http.//blog.peldakep.hu

We raised the question earlier of
how, after the award ceremony, the
example of the laureates could be
communicated more interactively,
i.e. to the people who nominated the
exemplary actions and people. In the
end, we decided that an internet
blog, the ‘Példakép Blog’, would be
the best solution in today’s
world.Despite its advantages, the
blog also posed a challenge, as most
of the laureates did not usually share
information on the internet and,
being busy people, had limited time
to do so. Nevertheless, the blog was

tional Gallery from photos of the dedicated and active
Role Models. As well as their fields of activity, contact
details for these role models were also given with the
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portraits, enabling direct contact with them. In addition
to this, the Példakép blog was launched (see previous

officially launched with ten authors
on 8th September 2008, the date of
the jubilee award ceremony of the
Példakép Foundation.lt provides ac-
cess to exemplary people on the In-
ternet who would not have started
writing a blog without the help of the
Foundation.



http://blog.peldakep.hu

projects fostering
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Support of the CSR
media prize of the Hun-

J—
@mity Service teambuilding

In 2008, Pannon’s team-building programme to help
small communities continued.

Over 700 company employees participated in charity
work offered to ten disadvantaged small settlements to
embellish and renew local playgrounds, parks, kinder-
gartens and schools.

Sites of the teambuilding training exercises in 2008 (in
chronological order): Tiszaigar, Kunszentmiklds, Fajsz,
Tomajmonsotora, Tenk, Magyarkeszi, Janoshida, Ozora,
Andocs, Nagyszékely.

In 2008, Pannon’s goal was to offer a helping hand to
small communities in areas with the greatest needs.
Those settlements were selected on the basis of their
needs and after consultation with the respective local
governments and educational institutions. Wherever
possible, we involved the local communities. In several
cases, local entrepreneurs helped to carry out the work

itself and even local residents were happy to join in the
initiative and the line games.

In 2008, Pannon spent over HUF 45 million on the de-
velopment of these settlements. Employees participat-
ing in the team-building activities contributed 3,000
working hours to creating better, more modern living
conditions. Through the programme, Pannon’s employ-
ees helped the development of 29 settlements in less
than two years, from HUF 85 million.

Retailers’ Day

Pannon’s franchise-based retailer network consists of
approximately 200 retail partners all over the country.
Pannon organises training for them each year on a
summer day in the spirit of community service team-
building.

In June 2008, 173 partners renovated the equestrian
therapy centre of the International Children’s Safety
Service in Fot. Workers there had many different jobs:

In 2008, Pannon’s goal was to offer a helping hand to small
communities in areas with the greatest needs.

they tidied up the park and the
horse boxes, plastered and
painted the stables, created a
rock-garden, cut the grass and
collected litter and stones.

Sponsoring disadvantaged
groups

Helping young Roma people to
adapt: Romaster Programme

garian Public Relations
Association

Seven journalists and editors were - Print: Zoltan Otvés (Népszabadsag)
winners in the CSR Media 2008 Hun-

garian Public Relations Association Editorial prize winners:

competition, which was announced - D-ER Studio

by the organisation a year earlier. - MTV Miskolci Studio

The high number of entries indicates - Népszava - Mecéndsok Klubja

that the media is increasingly willing
to be a partner in communicating

responsible business conduct.

In addition to a certificate in recogni-
tion of their work, prize winners each

Depending on the definition,
the range of disadvantaged
groups is vast. However, one of
the biggest social challenges
in Hungary since the change of
regime is the integration of the
Roma minority into the Hun- dasdg)
garian society.

In 2008, Pannon joined the Romaster Programme
launched earlier upon the initiative of the
Hungarian Business Leaders’ Forum.
Within this framework, the company in-
tends to have a long-term influence on this
process, even if its own influence is mini-
mal compared to the magnitude of the
problem.

Within the Romaster programme, Pannon
supports two young people: a student at
the Miklds Zrinyi National Defence Univer-
sity; and a student at the Erzsébet Szilagyi
Secondary School in Eger, who will leave
school in 2009 and would like to become
an engineer.

The Romaster programme provides schol-
arships and mentoring to young Roma with
solid moral foundations and consistently
good school results. Participating compa-
nies help the students they select with a
scholarship of 20,000 HUF/month each to
meet their school needs until the end of
their university studies. In addition to the
scholarship, corporate contact persons
keep in touch with the students and help
them in their professional development

Journalistic prize winners:

- Radio: Erzsébet Egri Nagy (Gaz-
dasagi Radid)

- TV: Szilvia Biré (MTV Szempont)

- Online: Gdspar Bubrik (Napi Gaz-

received a cash prize of HUF
200,000. Prizes were sponsored by
Pannon and the certificates were
presented on 6th April 2009 in Pan-
non’s Budadrs headquarters.

both personally and within the framework provided by
their company. This help may be a caring chat, the
transfer of good examples and experience, or providing
additional contacts to help with any problems the stu-
dents may have. The companies also provide an oppor-
tunity for the sponsored students to participate in
camps and company visits organised by the Hungarian
Business Leaders Forum.

At the first Romaster students’ camp, in 2008, on Pan-
non’s recommendation, a Pannon Role Model laureate
also gave a presentation. Mrs Katalin Jézsef Juhasz, a
2007 Role Model laureate, is a teacher who also men-
tors young Roma people in Kallé. At the camp, she
spoke to students in the form of an interactive session
about the meaning of mentoring, and about their own
experiences and social and family backgrounds.

COMMUNITY PARTNERSHIPS



Christmas donation

Every Christmas since 2004, Pannon has supported a
socially-important objective with a HUF 25 million do-
nation, instead of giving its business partners gifts.

Since 2007, the donation has also meant a year-round
cooperation with the chosen organisation. In 2008,
two important steps were completed.

First of all, the extension and renovation of a new sta-
ble at the equestrian therapy centre of the Interna-
tional Children’s Safety Service was completed to offer
camping opportunities to children in need and to en-
able better organisation of the daily running of the
centre.

The other milestone was that, in cooperation with the
Kurt Lewin Foundation (KLA) and Pannon’s social cor-
porate responsibility expert, a new organisation to
support was chosen. During the selection process, on
the basis of its professional experience and 15-year

“ml HARKE

Adomanyozé:

Kedvezményezett: Hallaskarosy

Célja: Beszé

knowledge of the Hungarian non-profit sector, KLA
recommended beneficial social objectives and organ-
isations important to Pannon’s business activities ac-
cording to the criteria set by Pannon. Selecting from
three recommendations, Pannon’s management de-
cided to support the accessibility of communication in
2009 with a relatively large investment in the non-
profit sector. For a year, HARKE (Hallassérlltek Reha-
bilitaciojaért Kizd6k Egyesilete), an association for
the rehabilitation of the hearing impaired, will receive
financial assistance in several instalments to adopt
and develop caption services for the hearing impaired.
This service offers a unique opportunity for the hearing
impaired to be able to see spoken language in real
time and thereby understand it more easily. With this,
they would be able to get information more easily in
public institutions, on TV or even in the education sys-
tem in order to increase their participation in the non-
hearing impaired world.

Besides financing the project, Pannon also provided its
expertise to ensure that the development and imple-

Osszeq: 25 mllllé fOrInt

tak Rehabilitécndjéértﬁng_dz_’jk Egyesiilete

diro-gyorsird technol6gia honositasa és szolgaltatés elinditasa

pannan
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mentation of the service meets legal re-
quirements and that HARKE understands
the rules of the ‘for-profit world’ to be able
to launch the service and use it to maintain
the organisation.

Education

Corporate Social Responsibility Day

In 2008, Pannon organised its third Cor-
porate Social Responsibility Day, now fo-

cusing on the internal responsibility of Lovész Erika
viragkotd, Aparhant kozseg e e

companies. Pannon and co-founders
Nokia, Ericsson, Richter and Tesco cre-
ated the event in 2006 to facilitate dialogue between
businesses, government and society.

AmCham Business Management Fellowship

In 2008, the fellowship programme of the American
Chamber of Commerce (AmCham) was implemented in
the co-financing of Pannon and Dreher S6rgyarak Zrt.

AmCham has implemented several programmes to
support the institutions of Hungarian higher educa-
tion and vocational training institutions to allow them
to train well-prepared and qualified businesspeople
who are also capable of keeping in mind the aspects
of business ethics.

In 2008, AmCham announced its fellowship pro-
gramme for the second time, which is designed to mo-
tivate university and college teachers to teach
disciplines related to responsible business manage-
ment and business ethics.

After the grants awarded in 2007, the programme be-
came more widespread in the country in 2008 as the
seven recipients now teach responsible corporate
management to students at seven different educa-
tional institutions.

Netrekész Project
As part of the Netrekész (Ready for the Net) Project, a
communications campaign was launched to encourage

Internet use in groups already using computers but
still avoiding the Internet. The campaign focused pri-

39

{\

marily on areas outside Budapest and was imple-
mented in the form of television and billboard adver-
tisements and PR activities.

The market actors with an interest in the development
of the information society realised that the increase in
digital literacy and fighting off inhibitions about the in-
ternet and using computers, especially in the retail and
small enterprise segments, are essential for the growth
of the ICT market.

The widespread use of broadband internet and the
services available on the internet (internet banking, e-
administration, consumption of content) are essentially
dependent on the inclusion of private individuals and
small businesses who already use computers, but not
theinternet, into the internet-user group, as well as re-
ducing inhibitions and motivating the digitally illiterate
stratum of society, which still accounts for around half
of the population.

Netrekész Kdzhasznu Kft., a government initiative, was
founded in December 2007 by Magyar Telekom, Pan-
non GSM and UPC. Several other companies also joined
the project as sponsors after its launch.

COMMUNITY PARTNERSHIPS
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Other Donations
Interactive collection of Christmas donations

On the basis of an employee vote, in 2008 the company
collected donations for the Dévai Szent Ferenc Founda-
tion. The company organised a collective virtual Christ-
mas tree decoration on the interactive donation
collection page.

When planning the traditional collection of Christmas
donations, Pannon’s internal communications and cor-
porate responsibility experts designed a programme
that is entertaining, related technologically to Pannon’s
line of business and conforms to Pannon’s corporate re-
sponsibility policies in its objective.

These criteria gave rise to the idea of collecting dona-
tions via SMS with the help of the company’s employees
through an interactive online interface. The chosen
NGO, together with Pannon employees, helps disadvan-
taged groups day by day.

In 2008 Pannon’s employees could buy credits via pre-
mium rate SMS, and could exchange these for decora-
tions. These decorations could then be used for one or
more Christmas tree according to taste, in several
colours, and Christmas greetings could be sent to col-
leagues.

As a result of the collection, Pannon donated HUF
90,000 to Brother Csaba’s orphanages. The donation
collection interface may also be used to organise similar
campaigns in the future.

Blood donation

There is a continuous shortage of blood in the health-
care system and, unfortunately, some operations have
to be postponed because of this. Within the framework
of the cooperation with the National Blood Service, em-
ployees can donate blood each year in Pannon’s office
building. In 2008, two blood donations were organised
in the Budadrs office building and one in the offices on
Budafoki ut. On all three occasions, almost 100 mem-
bers of staff registered for the 70 places available.

Hungarian Donors’ Forum Volunteers’ Day

On November 4th 2008, members of the Business Club
of the Hungarian Donors’ Forum, Generali, Holcim,
Magyar Telekom, Pannon and Vodafone cleaned the
walls of the Szent Rdékus Hospital and Szent Rdkus
Church and also a bus, which were covered in graffiti.

In addition, Pannon supports the following associations
and foundations:

- Blue Line Child Crisis Foundation (www.kek-vonal.hu)

- Héget6 Honorka Foundation
(www.hegetohonorkadij.hu)

- Foundation for Students of the Budapest Technical
University

- National Ambulance Service Foundation

- Szent Marton Pediatric Emergency Medical Service
Foundation (www.gyermekrohamkocsi.hu)

When planning the traditional collection of Christmas
donations, Pannon’s internal communications and corporate
responsibility experts designed a programme that is
entertaining, related technologically to Pannon’s line of
business and conforms to Pannon’s corporate responsibility

policies in its objective.
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5.4 Sponsorship

Within the field of corporate responsibility, Pannon
makes a very clear distinction between social invest-
ments, and cultural and sports sponsorship, which are
also related to the company’s marketing activities. In
2008, sponsorship once again focused on sport and
culture.

Sport

After extensive research, Pannon decided to provide
long-term support for ice hockey and handball.

Sports sponsorship is obviously a business-based spon-
sorship activity. Pannon has high expectations of the
entities it sponsors: rather than simply handing over the
cash, Pannon agrees clear and measurable goals with
its partners, so that both parties are satisfied with the
cooperation.

A love of team sports can bond together communities
both small and large, even whole nations. Pannon is
proud to have helped three Hungarian national teams
to achieve their outstanding results of last year.
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Handball

Pannon has been the chief sponsor of the Hungarian
Handball Federation since 2004, a cooperation that has
proved very successful. The Hungary women’s handball

team has achieved outstanding international success
both individually and as a team. At the 2008 Beijing
Olympics, they narrowly missed out on the bronze
medal, proving that the team belongs among the
sport’s elite.

Honesty, desire and professionalism are qualities that
both the women’s and men’s teams have, and which
Pannonis happy to identify with. It is these values which
are the key to success in sport, just as in business and
private life.

Pannon provides the financial backing for both teams
with sponsorship in the hundreds of millions.

COMMUNITY PARTNERSHIPS



Ice hockey

Pannon is proud to have been the chief sponsor of the
Hungarian Ice Hockey Federation and the Hungary
men’s team, also since 2004. Thanks to the stable fi-
nances - a rarity in Hungary - during the last few years,
the team has managed to work its way up alongside the
world’s elite. Under foreign coaches, they worked hard
from year to year so that they could have the chance to
play against the world’s best. The team took the first
step towards this goal when it won the Division | World
Championship in Sapporo and a place in Group A.

Culture

Pannon has always played a leading role in supporting
culture. It participates in ensuring that everyone in Hun-
gary can experience both Hungarian and world culture,
and it does this in many ways.

Hungarian National Gallery

The Hungarian National Gallery has hosted many con-
temporary exhibitions, but the Irokéz Collection was an
extraordinary event in 2008, not only because of the
Collection itself but also because it was the first showing
of a contemporary private collection consisting entirely
of works created after 1990. The works in the Collection
were closely associated with the acb Gallery, and so the
two artistic trends supported by Pannon, the modern
and the classical, were interwoven.

'*. So—ME=EDomE—

The National Gallery is a treasury of Hungar-
ian fine art. During recent years, it has or-
ganised a series of hugely successful
temporary exhibitions, while also continu-
ously enriching its permanent collection.
The relationship between Pannon and the
Gallery, which collects, studies, preserves
and displays the very best in Hungarian cul-
ture, started in 1994 and has been constant
ever since.

Pannon’s sponsorship helped the HNG to put
on extremely popular exhibitions, such as
the works of Janos Vaszary and Mihaly Zichy,
and the heritage of King Matthias, showing
late Renaissance art in Hungary.

acb Gallery of Contemporary Art

Besides supporting cultural heritage, Pan-
non is committed to supporting new values
in the area of fine arts. In this spirit, in 2006
Pannon added a new partner to its cultural
cooperation activities, becoming the main
sponsor of the acb Gallery of Contemporary
Art. The Gallery was founded in 2003 to cre-
ate a market for a special segment of con-
temporary art. From the beginning, the
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Gallery showed art forms that were still new to the Hun-
garian art-loving public: videos, installations, objects
and digital prints. acb regularly takes part in interna-
tional art fairs (Cologne, Bologna, Vienna) and pro-
motes its artists abroad with the help of Dutch, German,
Swiss and American partner galleries.

Night of Museums

In 2008, Pannon was for the first time the main sponsor
of the Night of Museums, held in Budapest for the sixth
time and the rest of the country for the fourth time. The
event, on 21st June, offered 1,300 programmes nation-
wide and received 379,000 visitors.

At the Night of Museums Pannon provided visitors with
help using the company’s own services: customers
could choose programmes and venues on the Pannon
WAP page, and Online Sorinfo (Queue Info) provided in-
formation, updated every 30 minutes, about queue
lengths at four of Budapest’s main museums.

COMMUNITY PARTNERSHIPS



ol
B

4

Corporate gover THRGE




6.1 Strategy

Pannon’s strategic goal is to provide its customers with
quality services at a fair price; services that are relevant
and, at the same time, sustainable and environment-
friendly, while meeting the high standards of its owner,
Telenor, and ensuring excellent working conditions for
its staff. In 2008, the work of a deputy CEO-level strate-
gic manager contributed towards achieving these goals.

In 2008, the global economic environment, together
with the credit crisis and the ensuing recession, also
posed challenges for Pannon. The Company’s response

Organisations of which
Pannon is a member:

- Scientific Association for Infocom-
munications
- Hungarian Association of IT Com-

(AmCham)

- Communications Reconciliation

- International Association for Shell
and Spatial Structures
- Hungarian Donors Forum

- International Advertising Associa- Economies

tion - Information Systems Audit and
Control Association (ISACA)

- Telemanagement Forum
- Treasury Club
- The Conference Board

was to cut back on costs and rationalise its internal
structure, and it intends to make these changes long-
term principles. Sustainability is an important pre-req-
uisite for having the necessary resources - financial,
human and means - available for efficient operations.
This can be done through review and rationalisation of
operations, which Pannon did in 2008, and it continu-
ously tracks its own activities in order to be able to take
the steps necessary to increase efficiency even further.

In 2008, one of the most important external factors af-
fecting Pannon was the EU’s efforts to regulate roaming
fees and the call for proposals issued by the National
Communications Authority in respect of the appearance
of a fourth mobile service provider. In the first case, i.e.
the EU regulations, Pannon fully complies with the re-

- American Chamber of Commerce

- GSM Association

panies - Assaciation for Electronic Invoicing

- ACCA - Association of Chartered

Council Certified Accountants

- Budapest and Pest County Cham-
ber of Engineers

- Hungarian PR Association

- Advertising Self-Regulatory Board - KOVET Association for Sustainable

quirements. However, in the case of the tender, the
Company has expressed its opinion several times, stat-
ing that if the three mobile service providers currently
on the market cannot apply for the 900 MHz frequency,
this will limit their ability to effectively offer mobile
broadband internet access to people in rural areas. In
Pannon’s view, this restriction is hard to comprehend
and is contrary to the interests of Hungarian society. It
is vital that the Internet is available to everyone in the
country to help reduce the digital gap.

The 2009 business environment
poses challenges for the telecom-
munication sector, as well. How-
ever, Pannon thinks long-term,
and believes that modern com-
munication is key to ensuring the
efficient operation of companies,
so it will continue to develop its
network and services. Pannon be-
lieves that 2009 will be about the
further continuous development
of mobile services, including mo-
bile broadband services. There-
fore, it plans to continue making
substantial investments to in-
crease coverage and capacity, and
improve user experience in the
area of special services (e.g. spam
filters, virus protection). In the
past few years, mobile broadband
has already proved itself in terms
of both accessibility and usability.

For Pannon, in addition to the already saturated voice
service market and the serving of existing clients, the
coming period will be about acquiring new customers
and the introduction of new services. The younger gen-
eration and the further development of data services
and mobile internet will play a key role in this. Always
offering services that meet customer needs, the com-
pany’s objective is to create a unified, strong, distin-
guishable platform for the Pannon brand. The
macroeconomic financial environment continues to
pose a challenge to Pannon. In the coming years, pos-
sible negative effects can only be mitigated by further
strengthening the position of the company. Besides this,
Pannon will make significant efforts to ensure the
healthy development of the operating environment in
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cooperation with the regulatory bodies to the long-
term advantage of both the telecommunications indus-
try and Hungary.

6.2 Governing Bodies,
Organisational Structure

Pannon GSM Telecommunications Plc.’s principal gov-
erning body is the General Meeting which consists of the
3 owners (shareholders). The Board of Directors consists
of 5 independent members, none of whom are Pannon
employees, and governs the affairs of the company as
a body. It has one Hungarian member, who has no ties
with either Pannon or the Telenor Group. Of the three
members of the Supervisory Board, one is a Pannon em-
ployee elected by the assembly. This board member
represents the employees in terms of monitoring the
operation of the company.

Management of the staff in accordance with the reso-
lutions of the Board of Directors is the responsibility of
the CEO, who is not a member of the Board of Directors.
In 2008, Pannon’s CEO was Ove Fredheim.

In 2008, too, it was important in managing Pannon to
amalgamate knowledge of Hungarian market charac-
teristics with Telenor’s knowledge base and processes.

This is shown by the fact that almost three quarters
(73%) of the CEO, deputy-CEO and director level man-
agers were Hungarians, while 27% were non-Hungari-
ans. There was a similar trend in previous years: in 2007
the ratios were 71% to 29% and in 2006 they were 79%
to 21%.

Members of the Board of Directors:
- Jan Edvard Thygesen, Telenor

- Pal Mork, Telenor

- Tibor Veres

- Eivind Kristoffersen, Telenor

Two thirds of the

- Yogesh Malik, Telenor Z&adership is
Members of the Supervisory Board: Hu“gﬁ”an

- Torbjorn Mogard Wist

- Asbjorn Michelet Bakke

- L&szlé Csilling

Ce0

Ove Fredheim

(
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Figure 9.
Pannon’s organisational structure in 2008
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6.3 Internal Regulations
and Policies

Due to the increasing importance of social responsibil-
ity, the principles of corporate governance are also
gaining significance in the everyday operation of com-
panies, thus at Telenor and Pannon as well. Policies help
the company to better meet the increasing expectations
of its business partners, customers and stakeholders af-
fected by the services, and to ensure that the company
group represents its important values according to a
unified set of principles. Without comprehensive regu-
lation, Pannon would not be able to realise its vision and
strategic objectives or fulfil its mission.

The three main groups of Pannon’s system of policies
and regulations:

- The basis principles of corporate governance, includ-
ing Telenor’s group level regulations and the derived
local regulations. These are the most important reg-
ulations and are mandatory for all participants (e.g.
Code of Conduct, Anti-Corruption Policy, Transfer of
Roles, Procurement Manual).

- Pannon’s own policies mandatory for all on the com-
pany level and the policies of functional areas.

- Special internal instructions facilitating the daily op-
eration of a specific office.

Within Pannon, members of the top management are
appointed as the owners of the policies regulating the
various fields. They are responsible for the regular up-
date of and compliance with the policies. Telenor’s in-
ternal audit group initiates the review of compliance
with the policies at subsidiaries every six months. They
also determine the schedule of the audits of the various
areas. Policy owners have the opportunity to discuss is-
sues at the weekly board meetings.

Spheres of responsibility:

- CEO: accounting and financial statements, delegation
of authority, risk management, taxation, Treasury

- Chief Corporate Affairs Officer: regulatory and legal
directives, anti-corruption issues, ethics, regulations
for the protection of property

- Chief Technical Officer: IT policies

- Chief HR Officer: HR policies

- Director of Procurement: procurement

- Press and Information Director: publication of finan-
cial data

From the legal point of view, the following policy docu-
ments and programmes are particularly important:

- Legal risk management regulations - this internal
policy document provides for the priority of the pre-
ventive attitude, the main elements of which are train-
ing, continuous consultation and the use of the joint
signal system. Besides these, it lays special emphasis
on the importance of sharing legal work and experi-
ence within the company.

Code of Conduct - among other things, the Code of
Conduct sets forth the basic norms of the correct and
ethical relationship with customers, competitors and
suppliers.

Competition law compliance programme - besides the
description of the effective Hungarian legal regula-
tions, Pannon also emphasises the importance of
practical training: by providing a list of examples of
permissible and impermissible conduct, Pannon in-
forms its employees about the correct way to behave
with third parties and authorities.

Code of Conduct

All persons employed by or acting on behalf of Pannon
must observe the relevant Hungarian legal provisions,
the provisions of the Code of Conduct accepted by the
Board, and all other relevant regulations and proce-
dures. The internal regulations of the company are more
than just abstracts of the relevant legal provisions as in-
terpreted by Pannon; Pannon’s Code of Conduct actu-
ally embodies the most basic and most important
values and ethical norms of the company. The Code of
Conduct regulates the behaviour of employees towards
each other and the outside world during or in connec-
tion with their daily work. Over and above this, everyone
at Pannonis responsible for ensuring that all colleagues
observe the regulations, policies and behaviour that are
built upon Pannon’s basic values.

Pannon believes that the protection of human rights
and values, the working environment, health and the
natural environment is of fundamental importance. Re-
spect for each other’s values and work is central to the
philosophy of the company.

Loyalty to the company group and its interests and

openness are also of primary importance. However, it
should also be understood that Pannon’s interests are
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best served if the company passes decisions according
to the provisions of the descriptions of the various com-
petences. Therefore it is forbidden to undertake obliga-
tions on behalf of the company without express
authority to do so or to take measures or posses inter-
ests that would obstruct objective and efficient work.

The service rendered for Pannon must never be subor-
dinated to personal gains or advantages. Conflicts of in-
terests are to be avoided wherever possible. These may
arise in respect of activities of customers, suppliers, en-
trepreneurs under contract with Pannon, present or fu-
ture employees, the competition or third party
businesses. All employees should assess possible con-
flicts of interest themselves and must inform their direct
superior immediately about the possibility of bias or a
conflict of interest.

Furthermore, employees working for or with Pannon
should proceed with special care in respect of privacy,
the protection of personal information and the man-
agement of intellectual and physical property. This in-
cludes information that may affect the stock exchange
rate and publicly available information in respect of
which only authorised persons may make comments or
disclose information.

Pannon’s objective and task is to satisfy demand, during
the course of which the company must adhere to the
professional principles of respect, impartiality, fairness
and professional expertise. The company adheres to
these principles during the course of its relationship
with customers, suppliers, the competition and the au-
thorities.

Pannon strongly condemns all forms of corruption, in-
cluding money laundering. It is forbidden for company
staff to offer or acceptillegal or inappropriate monetary
gifts or other remuneration in order to achieve business
or personal advantages. Nor may agreements with mid-
dlemen be used to channel payment to anyone in such
way that may be interpreted as corruption.

Caution should always be exercised in relation to offer-
ing or accepting gifts and business courtesies. No gifts
or other remunerations may be accepted if there is rea-
son to believe that its purpose is to influence business
decisions.
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Pannon does not give support to political parties, in the
form of either direct financial support or paid working
time.

Employees who take part in political activities will be
granted leave from their work in accordance with the
law and any agreements.

If an employee becomes aware of an infringement of
Pannon’s rules and guidelines, or if a question arises
about the interpretation or application of the Code of
Conduct, the issue should be raised with the employee’s
immediate superior. If this is not possible, the case
should be reported directly to the Compliance Manager
in Pannon.

Familiarity with Pannon’s Code of Conduct is mandatory
for all staff. New workers sign a statement to the effect
that they have familiarised themselves with the provi-
sions of the Code of Conduct. The Code of Conduct is
available in electronic form on the internal information
portal and e-learning material is also available to help
with the practical implementation of the directives of
the Code of Conduct. This presents realistic, lifelike
problem situations that help colleagues identify possi-
ble ethical problems.

6.4 Product Liability

Ensuring the transparency of pricing and tariffs

Pannon endeavours to make the services offered to cus-
tomers as transparent, simple and clear as possible. The
company has set up its portfolio of tariff packages. The
main retail tariff offering (Pannon 60-1200) provides
an extremely transparent structure: the monthly fee,
100% of which may be used for calls, uses the same per
minute rate in all directions during all periods. When
creating the packages, one of the objectives was to en-
able customers to choose the tariff packages that best
suit their telephone habits on the basis of either aver-
age monthly spending or call minutes per month. Pan-
non’s tariff packages meet demands, whether for one
or twenty hours of conversation per month.

CORPORATE GOVERNANCE



Telecommunication help in emergencies and ca-
tastrophes

Emergency number 112: the main activity during 2008
was consultation and maintaining contact with the au-
thorities. Pannon can provide the authorities with cell
information enabling positioning. At the moment, it is
the task of the authorities to set up a system supporting
identification and data transmission according to the
provisions of the European Union.

Pannon cooperates with government initiatives for the
use of critical infrastructures in emergency cases.

Communication about electromagnetic fields

The three Hungarian mobile service providers set up the
EMF portal (www.emf-portal.hu) to respond to concerns
about the electromagnetic fields generated by the mo-
bile network. Besides providing basic information, the
portal has Hungarian and international news and infor-
mation about recent research. Content is updated by
distinguished specialist Dr Gyorgy Thurdczy of the Na-
tional Research Institute for Radiobiology and Radiohy-
giene (OSSKI). Pannon has published several materials
on the subject. Gy6z8 Drozdy, Chief Corporate Affairs
Officer and active expert, helps explain the topic “Is mo-
bile radiation harmful?” and dispel fears over electro-
magnetic fields.

In 2008, the Press & Information Directorate was con-
tacted only once in connection with the electromag-
netic fields generated by mobile communication, which
may indicate that today the public has more information
and fewer doubts about the effects of radiation.

6.5 Cooperation with the Authorities

Within the Corporate Affairs Division, the Regulatory Af-
fairs Office is responsible for cooperation with the au-
thorities and other partners in Hungarian and
international regulatory issues.

Key issues raised and results in 2008:

Intensive lobbying aimed at reducing frequency
charges achieved a partial result on the basis of which
the frequency fee element related to the number of
base stations (in the case of UMTS networks) was re-
duced by around 33%, therefore there is less disincen-
tive for mobile service providers to develop the
network (the more stations, the higher the fee). Unfor-
tunately, the fee structure remained unchanged: the
larger the network and the coverage, the higher the
frequency use fee.

Pannon raised objections against a number of condi-
tions in the frequency tender announced in October
2008. The tender was, for the most part, declared un-
successfulin 2009, it being claimed that it could have
resulted in serious competition problems and other
anomalies in the telecommunication market.

In Hungary, the adaptation process of the payment
services directive of the EU began in 2008. Pannon co-
operated with the legislators both individually and
through professional organisations to prepare the cor-
rect implementation of the legislation in autumn
2008, since certain payment transactions made via IT
and telecommunication devices also fall within the
competence of the directive.

The EU reviewed its 2007 roaming directive with the
purpose of extending its price regulation and gradu-
ally introducing certain transparency rules. Pannon re-
viewed the first versions of the amended decree and
cooperated with experts to ensure the compliance of
its operations with the amended version of the roam-
ing decree.

In early 2008, Hungarian mobile service providers
signed a code of conduct based on the European
framework agreement for safer mobile use by children
and teenagers, which resulted in number of measures
and services for the protection of children operational
from 2009. Pannon’s Regulatory Affairs Office coop-
erated with the departments responsible to ensure
successful deployment and forwarded the results to
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GSMA, an international organisation and one of the
initiators of the code.

In addition to the high-profile topics, Pannon continu-
ously participates in telecommunications issues and co-
operates with Hungarian organisations (IVSZ, HET), and
continuously follows up on the new or modified EU
telecommunication laws. The key EU directives currently
being reviewed or amended: Framework Directive, di-
rectives on access and authorisation and universal serv-
ice, E-Money Directive, NGN recommendation, and
consultation on and recommendation for the termina-
tion fee. Pannon informs its experts about the outcome
and in certain cases issues position statements and
opinions on these draft provisions for the European leg-
islators or international professional bodies.

2008 brought about changes in the life of Pannon's
Legal Directorate, since several important legal amend-
ments entered into effect during the year. The telecom-
munications industry was especially impacted by the
amendment of the Public Procurement Act and the Con-
sumer Protection Act. As a result of the legal amend-
ments, the workload of the Directorate increased,
requiring even more dynamic teamwork from col-
leagues. One of the reasons for increased activity was
the series of consultations with the authorities. The
extra workload was primarily caused by the negotiations
on the interpretation of the new legal provisions in ef-
fect and by setting up the processes conformant to
these new provisions on the basis of cooperation.

As a result of several months of work, the revision of
Pannon's General Terms and Conditions was completed
during the year, providing the company's customers
with an updates structure document that is more trans-
parent and easier to understand.

6.6 Responsible Marketing

During its marketing activities Pannon always adheres
to the effective legal provisions and takes into full ac-
count the market environment and the feedback from
consumers and the authorities. Pannon’s marketing
activities are primarily defined by Act CLV of 1997, on
Consumer Protection, Act XLVIII of 2008 on Essential
Conditions of and Certain Limitations to Business Ad-
vertising Activity, Act LVII of 1996 on the Prohibition

51

of Unfair Trading Practices and Unfair Competition and
Act C of 2003 on Electronic Communications.

As a member of the Telenor Group, Pannon has issued
internal policies and programmes to ensure the estab-
lishment and maintenance of communications practices
according to the above. The company pays particular
attention to ensuring that all colleagues (including any
persons acting as Pannon’s representatives) familiarise
themselves with the content of these documents and
receive competent answers to any inquiries they may
have about the subject. The purpose of these docu-
ments is not only to inform Pannon’s employees about
the effective regulations and expectations within the
Telenor Group, but also to present this complex regu-
latory area in a way that is easily understandable and
practical. Besides adhering to the principles of simplic-
ity, transparency and clarity, in these documents Pan-
non also describes, and illustrates with examples, issues
that are likely to be encountered.

In accordance with the effective legal provisions, mar-
keting communication activities are overseen by several
different authorities: the Hungarian Communications
Authority, the National Consumer Protection Office, and
the Hungarian Competition Authority. During the course
of their supervisory activities, these authorities contact
Pannon with both scheduled and ad hoc requests for in-
formation, as their actions are not necessarily condi-
tional upon any notice from the consumers; they can
proceed on the basis of their own observations.

During the last 3 years, these authorities have de-
manded data service from Pannon in several hundred
cases, but found grounds to take action against the
telecommunication company in only 7 instances. In 2 of
these actions no legal violation was ascertained, while
in 5 cases legal violation was declared and the cases
were closed with final effect.

CORPORATE GOVERNANCE
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In 2008, all Telenor subsidiaries created the position of
environmental manager for the higher level assessment
of the environmental aspects of their activities and the

7.1 Climate Change

In early 2008, Pannon set up a model enabling the
company to quantify its biggest impact on the environ-
ment: CO2 emissions. Pannon’s long-term environmen-

tal strategy encompassing the

Figure 10.
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entire operation of the company is
based on this model. Together with
the parent company, Telenor, a
study was prepared which exam-
ines the potential impact of cli-
mate change on Pannon’s assets
and buildings, and formulates rec-
ommendations for the action to be
taken to reduce this impact.
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As a result of energy reducing
100% measures in 2008, Pannon re-
duced its CO2 emissions by 8%
compared to the figures the com-
pany would have produced had it
not implemented countermea-
sures. Reductions in CO2 emissions
were achieved not only in compar-

mitigation of negative impacts. Pannon’s environmental
manager reports directly to the Chief Corporate Affairs
Officer, which facilitates strategic planning, project
management and the implementation of environmental
initiatives. The environmental manager cooperates in
the planning and implementation of all environmental
measures, directs and coordinates these efforts, and
evaluates the results.

ison with the company’s potential
CO2 emission levels in 2008 but also in comparison with
actual levelsin 2007 (by 2%). Significant efforts lie be-
hind this achievement.

Table 8.

The impact of direct and indirect

greenhouse gas emissions 2007 2008
c0: 23874t 23411t

7.2 Energy Consumption

By the end of 2008, 90% of the entire Pannon network
was equipped with free air cooling systems as a result
of development started in previous years. This measure
results in a 3.5 GWh saving of electricity every year.

Table 9.
Electric energy
consumption 2006 2007 2008

Electric energy 51900 MWh 52942 MWh 53975 MWh

Specific steps were implemented to include environ-
mental criteria directly in procurement processes, with
special regard to energy consumption.

The energy efficiency of several network devices in-
creased. The energy efficiency experiments, measure-
ments and calculations performed in the network and
on IT equipment were intended to enable the company
to reduce the energy consumption of the equipment
and the air conditioning system.

Table 10.

Direct energy consumption by primary

energy source 2006 2007 2008
Mineral gas (m3) 325641 147 442 281912
Gasoline (1) 233026 412014 576063
Petrol (1) 452156 321808 252378

To make the operation of the server park more environ-
ment-friendly, the energy efficiency projects started
earlier were continued throughout 2008.

Pannon’s company car policy was amended to allow
members of the top management to choose hybrid
electric vehicles. The earlier decision of the company to
purchase diesel engine cars was amended to stipulate
that only diesel vehicles equipped with particulate fil-
ters may be procured.

In 2008, a number of base stations were equipped with
solar cells and wind turbines. According to calculations,
the energy provided by this equipment from renewable
sources will cover 50% of the consumption of the base
stations.

We tested wing and 'solar
pow&md base stations

Vision

(‘,mrbowdiaxide LymmiSSion

reduced b’b 2%

As a result of energy reducing measures in 2008, Pannon
reduced its CO2 emissions by 8% compared to the figures
the company would have produced had it not imple-

mented countermeasures.
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Pannon’s goal is to operate an envi-
ronmentally sustainable company. In
this, one of the company’s basic val-
ues, namely respect for the environ-
ment, plays a major role. In addition
to its own operation, the company
would like to contribute with its
products and services to developing
a sustainable society.Equipped with
several environmentally-outstand-
ing features, Pannon House symbol-
ises the company’s long-term
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commitment to sustainability, and is
the very basis of our future in terms
of environmental and social sustain-
ability.

Strategy

In order to realise its goals, Pannon
has created a comprehensive envi-
ronmental strategy based on the
CO2 emission-reduction goals of the

Telenor Climate Change Initiative.
The goal is to reduce our CO2 emis-
sions by 24% by the year 2011 and by
24% by the year 2017 compared to
our 2007 emission level and poten-
tial growth.The strategy is based on
energy efficiency, the use of renew-
able energy resources, the involve-
ment of colleagues in the process
and the utilisation of the opportuni-
ties in telecommunication.

ENVIRONMENTAL PROTECTION



7.3 Waste Management

In 2008, Pannon continued the collection of used hand-
sets. Unfortunately, significantly fewer handsets were
collected than in previous years: in 2008 approximately
850 kg of used handsets was collected and recycled.
The reason for this phenomenon is that in 2008 those
handing in used handsets were only offered a discount
if they purchased a 3G phone.

Anyone can hand in old handsets and spent batteries in
the outlets of the commercial network of the company
at any time. Pannon is planning to re-launch the cam-

paign for the collection of used handsets; the com-
pany’s objective is to recycle as many old handsets as
possible.

Table 11.

Quantity of handsets

collected 2006 2007 2008
Handsets collected (kg) 28200 32100 850

The company increased the rate of re-use and recycling
to 100% by selling its network and IT equipment, or sub-
mitting it to waste management agencies for recycling.

Table 12.

Total quantity

of waste 2006 2007 2008
Communal waste (t) 452 423 399,8
Electronic waste (t) n.d. 15 23,3
Waste water (m3) 19 807 12997 16932
Recycled

electronic waste (%) 2,6 7 18

7.4 Paper Consumption

As of early 2008, Pannon uses only recycled paper for
its office activities, and during the year commercial
communication materials and business cards also
made the switch to recycled paper. Starting in June
2008, the company implemented recycling for all
paper leaving Pannon. In 2008, the total quantity of
recycled paper was 52.7 tons. Thanks to the develop-
ment of the electronic document management system,
the quantity of paper used in office processes is con-
tinuously decreasing.

2008
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o

Figure 11. Total amount of communal waste
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Table 13.
Amount of paper used and
the proportion of recycling 2006 2007 2008

Paper (t) n.a. 83,1 70,7
Recycled paper used (%) 0 0 100
Waste paper recycling (%) 0 0 58

7.5 Transport

As a result of the development of the logistics of col-
lecting used handsets, fuel consumption decreased
during 2008.

Table 14.

Distances covered during the transporting

of goods, materials and employees

related to the activities

of the organisation 2006 2007 2008

Distance covered (on land, km) 9254072 11718908 12284580
Number of flights n.d. 579 350
Average length of flights (km) n.d. 4900 4923

7.6 Boosting environmental
consciousness

In order to manage the projects of the Telenor Climate
Initiative, a team has been set up from experts working
in the various areas of Pannon. For the most part, the
team consists of experts from the technical division and
colleagues specialising in HR and corporate responsi-
bility.

More than 200 Pannon employees received environ-
mental training during 2008. Training sessions and pre-
sentations play a significant role in increasing the
environmental consciousness of colleagues.

A campaign entitled ‘Switch!” has been launched to re-
duce the energy consumption of office equipment and
lighting. The campaign also included the use of stickers
and posters reminding colleagues to avoid unnecessary
energy consumption. To increase the efficiency of the
efforts directed at shaping the attitudes of colleagues,
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articles about environmental protection are regularly
published on the intranet.

Pannon launched www.kozelakornyezethez.hu (close to
nature) to inform people about the company’s environ-
ment protection activities, and cooperation was set up
with the most popular environmental news portal,
www.greenfo.hu.

Pannon was the first company in the Hungarian mo-
bile communications sector to join the KOVET Associ-
ation, an organisation dedicated to the
implementation of sustainable economic practices in
Hungarian business life.

Figure 12.
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7.7 Monitoring and Tracking

Pannon monitors the company’s environmental indica-
tors both within its own organisation and towards its
parent company, Telenor, in several ways. A tabular re-
port is prepared annually for Telenor containing the
most important indicators, and a text report is also pre-
pared each year describing the company’s environmen-
tal activities. A monthly teleconference is held to share
experiences with the officers of the Telenor Climate
Change Initiative and the environmental managers of
Telenor’s Central Eastern European subsidiaries. Pan-
non analyses the status of the measures taken to re-
duce the company’s CO2 emission levels on a quarterly
basis.

Previous experiences and further plans are reported
at a personal conference once a year. The three-year
CO2 emission plan is reassessed annually on the basis
of previous performance. Pannon’s experts continu-
ously analyse the initiatives, measures and projects
directed at reducing the company’s environmental
impact, in terms of environmental impacts and eco-

The introduction of the ISO 14 001 environmental man-
agement system is of key importance for the improve-
ment of the company’s environmental performance.
The introduction of this system in accordance with Te-
lenor’s guidelines is planned in such a way as to best
adapt to Pannon’s operation and support the regulation
of other corporate governance processes as well.

Hungar s wost power f1d
heat pump

Technical Information
about the Report

2.4 Location of organization's headquarters.

2.5 Number of countries where the organization operates, and
names of countries with either major operations or that are
specifically relevant to the sustainability issues covered in

the report.

3.1 Reporting period (e.g., fiscal/calendar year) for information
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3.2 Date of most recent previous report (if any).
3.3 Reporting cycle (annual, biennial, etc.)

3.4 Contact point for questions regarding the report or its con-

tents

3.5 Process for defining report content.

nomic indicators.

Pannon House

During the designing and construc-
tion of Pannon House, the minimum
possible disturbance to the local
ecosystem was a priority objective.
That is why Pannon only built on
7.55% of the eight-hectare valley
beside Térdkbdlint, instead of the
legally permitted 30%. Parking
places and IT computer rooms were
set up underground. A park was built
on the area around Pannon House.In
2008, the company took numerous
steps to ensure the maximum possi-
ble environmental friendliness of
Pannon House when the time came
to relocate to the new headquarters
in 2009. The heating and cooling of
the building is provided by Hun-
gary’s most powerful heat pump,
with a cooling capacity of 950 kW
and a heating capacity of 850 kW.
The energy required to produce suf-
ficient hot water for the staff is pro-

vided by solar collectors. The total
surface of the collectors is 168
mZ2.The energy efficiency of the
building is controlled by an intelli-
gent building management system
that allows efficient measurement
and control of various equipment
parameters. The building is equipped
with exceptionally high efficiency in-
sulation to minimise heat loss. Exter-
nal shades keep the building cooler
during the summer and external heat
retrieval equipment ensures that the
building does not lose much energy
through ventilation. The use of light
and motion sensors guarantees effi-
cient lighting. .The underground
server rooms will not overheat even
in the summer, and therefore require
less cooling. The optimised heat
emissions realised by the placement
of the servers also contribute to re-
ducing the costs of cooling the

building. Pannon House is equipped
with the best, most energy-efficient
air conditioning systems and build-
ing engineering equipment. The se-
lective waste collection system
allows paper, plastic, metal, glass,
electronic waste and used batteries
to be treated separately from com-
munal waste within the building.
Pannon has stipulated several crite-
ria related to environmental protec-
tion in the tender announced for the
operation of the building
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3.6 Boundary of the report

3.7 State any specific limitations on the scope or boundary of
the report.

3.8 Basis for reporting on joint ventures, subsidiaries, leased fa-
cilities, outsourced operations, and other entities that can
significantly affect comparability from period to period
and/or between organizations.

3.9 Data measurement techniques and the bases of calculations

3.10 Explanation of the effect of any re-statements of information
provided in earlier reports, and the reasons for such re-state-
ment

3.11 Significant changes from previous reporting periods in the
scope, boundary, or measurement methods applied in the re-
port.

3.13 Policy and current practice with regard to seeking external
assurance for the report.
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H-2045 Térokbalint, Pannon u. 1., Hungary

Hungary
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July 2008

one year

Dr Emese Majorosi

Press & Information DirectorPannon GSM Tavkdzlési Zrt.
sajto@pannon.hu

The content of the report and the sequence of the chapters were de-
termined jointly by the staff involved in the drafting of this report

working in cooperation with an external specialist.

Pannon GSM Tavkdzlési Zrt. and both its subsidiaries are covered in

the report.
In keeping with the recommendation of the parent company, the re-
port contains no balance sheet data; however, this may be requested

for inspection at the Hungarian Court of Registration.

The performance of the two subsidiaries is not included in this report.

Data in this report are normally based on measurements. If not, this

will be indicated.

None

The two subsidiaries were incorporated in 2008 and therefore did not
appear in previous reports.

The report has not been certified by an external, independent party.

Pannon’s plans include external certification.
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For organizations that have a unitary board structure,
state the number of members of the highest gover-
nance body that are independent and/or non-exec-
utive members. State how the organization defines
'independent’ and 'non-executive'.

Mechanisms for shareholders and employees to pro-
vide recommendations or direction to the highest
governance body.

Linkage between compensation for members of the
highest governance body, senior managers, and ex-
ecutives (including departure arrangements), and the
organization's performance (including social and en-
vironmental performance).

Processes in place for the highest governance body
to ensure conflicts of interest are avoided.

Process for determining the qualifications and ex-
pertise of the members of the highest governance
body for guiding the organization's strategy on eco-
nomic, environmental, and social topics.

Internally developed statements of mission or values,
codes of conduct, and principles relevant to eco-
nomic, environmental, and social performance and
the status of their implementation.

Procedures of the highest governance body for over-
seeing the organization's identification and manage-
ment of economic, environmental, and social
performance, including relevant risks and opportuni-
ties, and adherence or compliance with internation-
ally agreed standards, codes of conduct, and
principles.

Processes for evaluating the highest governance
body's own performance, particularly with respect to
economic, environmental, and social performance.
Explanation of whether and how the precautionary
approach or principle is addressed by the organiza-
tion.

Externally developed economic, environmental, and
social charters, principles, or other initiatives to which
the organization subscribes or endorses.
Memberships in associations (such as industry asso-
ciations) and/or national/international advocacy or-
ganizations.

List of stakeholder groups engaged by the organiza-
tion.

Basis for identification and selection of stakeholders
with whom to engage.

Approaches to stakeholder engagement, including
frequency of engagement by type and by stakeholder
group.

Key topics and concerns that have been raised
through stakeholder engagement, and how the or-
ganization has responded to those key topics and
concerns, including through its reporting.
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EC Economic Performance Indicators

EC7 47 Procedures for local hiring and proportion of senior
management hired from the local community at sig-
nificant locations of operation.

EN Environmental Performance Indicators

EN1 56 Materials used by weight or volume.

EN3 55 Direct energy consumption by primary energy source.

EN4 55 Indirect energy consumption by primary source.

EN6 55,58 Initiatives to provide energy-efficient or renewable
energy based products and services, and reductions
in energy requirements as a result of these initiatives.

EN7 55,58 Initiatives to reduce indirect energy consumption and
reductions achieved.

EN16 54 Total direct and indirect greenhouse gas emissions by
weight.

EN18 54,58 Initiatives to reduce greenhouse gas emissions and
reductions achieved.

EN22 56 Total weight of waste by type and disposal method.

EN29 57 Significant environmental impacts of transporting
products and other goods and materials used for the
organization's operations, and transporting members
of the workforce.

Social Performance Indicators

LA Labor Practices and Decent Work

LA1 19 Total workforce by employment type, employment
contract, and region.

LA2 20 Total number and rate of employee turnover by age
group, gender, and region.

LA3 21 Benefits provided to full-time employees that are not
provided to temporary or part-time employees, by
major operations.

LA7 27 Rates of injury, occupational diseases, lost days, and
absenteeism, and number of work-related fatalities
by region.

LA8  24-25 Education, training, counseling, prevention, and risk-
control programs in place to assist workforce mem-
bers, their families, or community members regarding
serious diseases.

LA10 22 Average hours of training per year per employee by
employee category.

LAN 23 Programs for skills management and lifelong learning
that support the continued employability of employ-
ees and assist them in managing career endings.

LA12 22-23 Percentage of employees receiving regular perform-
ance and career development reviews.

LA13 18,19 Composition of governance bodies and breakdown of
employees per category according to gender, age
group, minority group membership, and other indi-
cators of diversity.

HR Human Rights

HR2 15 Percentage of significant suppliers and contractors
that have undergone screening on human rights and
actions taken.

HR3 49 Total hours of employee training on policies and pro-
cedures concerning aspects of human rights that are
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relevant to operations, including the percentage of
employees trained.

SO

SO1

S04
S05

S06

30

49
49

49

Society

Nature, scope, and effectiveness of any programs and
practices that assess and manage the impacts of op-
erations on communities, including entering, operat-
ing, and exiting.

Actions taken in response to incidents of corruption.
Public policy positions and participation in public pol-
icy development and lobbying.

Total value of financial and in-kind contributions to
political parties, politicians, and related institutions
by country.

PR

PR5

PR6

PR7

PR8

13-14

51

51

Product responsibility

Practices related to customer satisfaction, including
results of surveys measuring customer satisfaction.
Programs for adherence to laws, standards, and vol-
untary codes related to marketing communications,
including advertising, promotion, and sponsorship.
Total number of incidents of non-compliance with
regulations and voluntary codes concerning market-
ing communications, including advertising, promo-
tion, and sponsorship by type of outcomes.

Total number of substantiated complaints regarding
breaches of customer privacy and losses of customer
data.

PAG

PA7

PA10

50

30,50

49

Telecommunication Sector Specific
Idicators

Programmes to provide and maintain telecommuni-
cation products and services in emergency situations
and for disaster relief.

Polices and practices to manage human rights issues
relating to access and use of telecommunications
products and services. For example:participation in
industry initiatives or individual initiatives related to
Freedom of Expression; legislation in different mar-
kets on registration, censorship, limiting access; in-
teraction with governments on security issues for
surveillance purposes; interaction with national and
local authorities and own initiatives to restrict crimi-
nal or potentially unethical content; protecting vul-
nerable groups such as children.

Initiatives to ensure clarity of charges and tariffs.
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