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10195664652111401

statistical number

Kereskedelmi és Hitelbank Rt.

Balance Sheet (Credit Institutions) — Assets

HUF millions
Description jortd il
a b c d
M. ;1. CASH AND EQUIVALENTS 79 229 128 308
02. | 2. GOVERNMENT SECURITIES 146 101 213 225
03. a) held for trading 108 384 194 090
04. b) held for investment 39717 19135
05. | 3. AMOUNTS DUE FROM CREDIT INSTITUTIONS 195 287 130 940
08. a} on demand 4328 10 367
07. b} other receivables from financial services 190 939 120 573
08. ba) short-term 160 415 60 969
0g. - from affiliated undertakings
10. - from other associated undertakings
11. - from the NBH
12. bb) leng-term 30 524 59 604
13. - from affiliated undertakings
14. - from other associated undertakings
15. - from the NBH
16. c) from investment services
17. - from affiliated undertakings
18. - from other associated undertakings
19. | 4. AMOUNTS DUE FROM CLIENTS 1118 677 1347 773
20. a) from financial services 1118 575 1336 036
21. aa) short-tarm 502 021 610 899
22. - from affiliated undertakings 154 144 170 429
23. - from other associated undertakings
24, ab) long-term 516 554 725137
25. - from affiliated undertakings 185 158
26, - from other associated undertakings
27. b} from investment services 2 11 737
28. - from affiliated undertakings
29, - from other associated undertakings
30. ba) receivables from stock exchange investment services 1
31. bb) receivables from over-the-counter investment services
32. be) amounts due from clients, arising from investment services 11735
33, bd) amounts due from the clearing house 2 1
34. be)} other receivables from investmant services
35. | 5. DEBT SECURITIES, INCLUDING THOSE WITH A FIXED INTEREST RATE 986 1333
36. a) secu_rities issued by local rp_unicipalities and other administrative institutions
(excluding government securities)
37. aa) held for trading
38. ab) held for investment
39. b) securities issued by third-party issuars 986 1333
40. bay) held for trading 521 &01
41, - issued by affiliated undertzakings
42 - issued by other associated undertakings
43, - Treasury stock
44. bb) held for investment 465 732
45, - issued by affiliated undertakings
46. - issued by other associated undertakings
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HUF millions .

Description | e
a b c d .
47. |6. SHARES AND OTHER VARIABLE YIELD SECURITIES © 903 904 .
48. a) shares and participations held for trading 3 4
49, - issued by affiliated undertakings '
50. - issued by other associated undertakings .
50. b} variable yield securities 00 200 .
51. ba) held for trading
52. bb) held for investment 800 9007
53. | 7. SHARES AND PARTICIPATIONS HELD FOR INVESTMENT 2737 2 596"
54, a) shares and participations held for investment 2737 2 596
55. - participations in credit institutions
56. b} adjustments to the value of shares and participations held for investment
b7. - participations in credit institutions g
58. | 8. SHARES AND PARTICIPATIONS IN AFFILIATED UNDERTAKINGS 5189 5810
58, a) shares and participations held for investment 5189 5810
60. - participations in credit institutions B
61. b) adjusiments to the value of shares and participations held for investment ‘
62, - participations in credit institutions
63. |9.INTANGIBLE ASSETS 9022 8638+
64, a) intangible assets 9022 8538
65, b) adjustments to the vaiue of intangible assets )
66. {10. TANGIBLE ASSETS 20 449 20 224
67. a) tangible assets used in financial and investment services 20 389 20180 -
68. aa) land and buildings 12215 11708
69. ab) technical equipment, machinery and vehicles 6 663 6 563
70. ac} capital expenditure 1511 1889 -
71. ad) advances for capital investments . r
72. b} tangible assets not directly used in financial and investment services &0 64
73. ba) land and buildings 3 2.
74, bb) technical equipment, machinery and vehicles 57 62 .
75. be) capital expenditure
76. bd) advances for capital investments
77. c} adjustments to the value of tangible assets
78. |11. TREASURY STOCK A
79. |12. OTHER ASSETS 6 446 B 066
80. a) inventories a 249 .
81. b) other receivables 6145 7817 .
82. - amounts due from affiliated undertakings 140 42
83. - amounts due from other associated undertakings -
84. |13. PREPAYMENTS AND ACCRUED INCOME 22 322 20619
85. a) accrued income 21 297 18817 ..
86. b) prepayments 1025 1802 :
87. ¢) deferred expense 2
88. | TOTAL ASSETS 1607 228 1888 337 -
85 of which: -CURRENT ASSETS 859 349 1025 042

[1+2.a)+3.c)+3.a)+3.ba)+4.aa)+4.b)+5.aa)+5.ba)+6.a)+6.ba)+11+12]
9. - FIXED ASSETS 725 567 842676

[ 2.b)+3.bb)+4.ab}+5.ab)+5.bb)+6.bb)+7+8+9+10 ] e

Budapest, 21 March 2006
John Hollows Attila Gombés
Chief Executive Officer Head of the Finance Division
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10195664652111401

statistical number

Kereskedelmi és Hitelbank Rt.

Balance Sheet (Credit Institutions) — Liabilities & Equity

HUF millions
No. Description Previous year | Reporting yeafi
31.12.2004. 31.12.2005. |
a b c d '
91. | 1. AMOUNTS DUE TO CREDIT INSTITUTIONS 402 373 408 734
92. a) on demand 3885 9458
3. b) fixed-term liabilities from financial services 398 478 399 276
94. ba) short-term 137 375 146 739
95, - to affiliated undertakings
06. - to other associated undertakings :
97. - to the NBH 26 958
98. bb) long-term 261 103 252 537
99. - to affiliated undertakings d
100, - to other associated undertakings
101. - to the NBH 2717
102. c) from investment services
103. - fo affiliated undartakings
104. - o other associated undertakings .
105. | 2. AMOUNTS DUE TO CLIENTS 1008 111 1 250 699
106. a) savings deposits
107. aa) on demand
108. ab} short-term
109, ac) long-term :
110. b) other liabilities from financial services 1008 375 1236 969
111, ba) on demand 304 853 646 411
112, - to affiliated undertakings 16 407 19 383
113. - to other associated undertakings )
114, bb} short-term 662 972 542 150
115. - to affiliated undertakings 1700 2008
116. - to other associated undertakings ‘
117. be) long-term 38 550 48 408
118. - to affiliated undertakings 7
119. - to other associated undertakings
120. ¢) from investment services 1736 13730
121. - to affiliated undertakings
122, - to other associated undertakings
123. ca) liabilitiss from stock exchange investment services 1
124, cb) liabilities from over-the-counter investment services
125. o) amounts due to clients from investment services 1735 13 736—
126, cd) amounts due to the clearing house
127. ce) other liabilitiss from investment sarvicas .
128. | 3. LIABILITIES FROM SECURITIES ISSUED 544 439
129. a) bonds issuad 4 4]
130. aa) short-term 4 4
13. - to affiliated undertakings
132. - to other associated undertakings )
133, ab) long-term y
134. - to affiliated underiakings Q
135. - to other associated undertakings '
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HUF milliors |

. ex Previous year | Reporting year | |
No. Description 31.12.2008, 31.42.2008. | |
a b ¢ d
136. b) other debt securities issued
137. ba} short-term
138. - to affiliated underiakings 1
139. - to other associated undertakings ;
140. bb) long-term b
141. - to affiliated undertakings
142. - to other associated undertakings
143 c) dept_ instruments treated as securities for accounting purposes but not desmed
" | securities under the Securities Act 540 4358 .
144, ca) short-term 540 435) -
145, - fo affiliated undertakings ‘
148, - 1o other associated undentakings :
147. cb) long-term i
148. - to affiliated undertakings :
148. - to other associated Undertakings ¢
160. [ 4. OTHER LIABILITIES 22 026 33336}
161. a) short-term 22 025 33336
152. - to affiliated undertakings 6
153. - to other associatad undertakings
154, - other financial contributions made by members of co-operative credit institutions )
155. | b) long-term i
156, - to affiliated undertakings
157. - to other associated undertakings i
158. | 5. ACCRUALS AND DEFERRED INCOME 20 045 19 490| -
159, a) accrued income 1501 2584 -
160. b} accrued cost and expense 18 448 16 567 1
161, c) defarred income 96 339
162. | 6. PROVISIONS 15705 19220]
163. a) provisions for retirement benefits and severance pay i
164. b) risk provisions for contingent and future liabilities 135 620 ¢
165. c) general risk provision 13 462 16 402
168. d) other provisions 2108 2198
167. | 7. SUBORDINATED LIABILITIES 14 551 14 823
168. a) subordinated debt 14 551 14 823 -
169. - to affiliated undaertakings g
170. - to other associated undertakings y
71 | b) other financial contributions made by members of co-operative credit '
" |institutions
172. c) other subordinated liabilities
173. - to affiliated undertakings ;
174. - to othar associated undertakings b
175. | 8. SUBSCRIBED CAPITAL 52 507 62507 -
1786. - repurchased ownership interest at par value
177. | 8. SUBSCRIBED CAPITAL UNPAID {-)
178. 1 10. CAPITAL RESERVE 28 070 28 070
a) differences between the par value and offering price of shares and
179. participations (premium) op 14393 14393
180. b) other 13 677 13 677
181. | 11. GENERAL RESERVE 3144 4 916
182. | 12. PROFIT RESERVE (+/-} 20178 40 153
183. [13. EARMARKED RESERVE
184. | 14. VALUATION RESERVE ;
185. | 15. RETAINED EARNINGS (+/-) 19 975 15 950
186. | TOTAL LIABILITIES & EQUITY 1607 228 1868 337§ °
187, of which: - SHORT-TERM LIABILITIES 1133 400 1 392 263
[1.a)+1.ba}+1.c)+2.aa)+2.ab)+2.ba)+2.bb)+2.c)+3.aa)+3.ba)+3.ca)+4.a)]
- LONG-TERM LIABILITIES
188. | [ 1.bb)+2.a¢)+2.bc)+3.ab)+3.bb)+3.cb)+4.b}+7 | 314204 15768
- EQUITY
189. (8-9+10+11+12+13+14+15) 123 674 141996 :
Budapest, 21 March 2006
John Hollows Atfila Gombés 5
Chief Executive Officer

Head of the Financa Division?-
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10195664652111401

statistical number

Keraskedelmi és Hitelbank Rt.

Profit & Loss Account {Credit Instltutions)

R U L PR

HUF miillions
No. Description Previous year Reporting year
31.12.2004. 31.12.2005.

a b ¢ d i
01. | 1. Interest received and similar income 129 304 133704 |-
0z, a) interest received (receivable) on fixed-interest debt securities 226N 16 310
03. - from affiliated undertakings
04. - from other associated undertakings ;
05. b) other interest received and similar income 106 693 117 394
06, - from affiliated undertakings 3143 3 054
Q7. - from other associated undertakings
08. | 2. Interest paid and similar expense 82114 75 446
09. - to affiliated undertakings 1303 271
10. - to other associated undertakings -
11. | NET INTEREST INCOME (1-2) 47 190 58 258
12. [ 3. Income from securities 562 652
13. 'nt?a) in(t:;)me from shares and participations held for trading (dividend, minority

interes
14 b) income from parlicipations in affiliated undertakings (dividend, minority 562 652
"~ |interest) -
15. ) income from other participations (dividend, minority interest)
16. 4. Fees and commissions received {receivable} 30 922 34 237
17. a) income from ather financial services 28 215 31 000
18. - from affiliated undertakings 215 214
19, - from other associated undertakings
b) income from investment services (excluding income from tradin
20. | o e?r ationg) ( 9 9 2 707 3237
21. - from affiliated undertakings 1927 20511
22. - from other associated undertakings i
23. | 5. Fees and commissions paid {payable) 11 059 9 465
24. a) expense on other financial services 10 905 9262
258, - to affiliated undertakings
26. - to other assoclated undertakings
27 b) expense on investment services (excluding expense on trading 154 203
operations)
28. - to affiliated undertakings 26 56
29. - to other assoclated undertakings )
30. | 6. Profitloss from financial transactions 15920 11 186
31. a} income from other financial services 28 369 7031
32. - from affiliated undertakings
33. - from other associated undertakings
34. b} expense on other financial services 13 365 73]
35. - to affiliated undertakings :
38. - to other associated undertakings 7
37. ¢} income from Investment services (income from trading operations) 1900 12214
38. - from affiliated undertakings
39. - from other associated undertakings
40. - writeback of impairment on securities held for trading
41. d) expense on investment services {expense on trading operations) 984 7 986
42, - to affilisted undertakings
43. - to other associated undertakings
44, - impairment on securities held for trading
;"L
4

i
i
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HUF millions
. g Previous year Reporting year
No. Description 39.42.2004, 39.42.2005.
a b [ d
45. | 7. Other income from business activities 24 286 4072
46. a) income from non-financial and investment services 386 804
47. - fram affiliated undertakings 106 164
48, - from other associated undertakings
49, b) other income 23 900 3268
50. - from affiliated undertakings
51. - from other associated undertakings
52. - writeback of impairment on inventories
53. 8. General and adminigtrative expenses §1 537 48 832
54. a) personnel expense 24 034 25 435
55. aa) salaries and wages 15 466 16 977
56. ab) other personnel expense 2844 2 398
57. - social security expense 428 498
58. - retirament expense 387 380
59. ac) contributions payable on salaries and wages §724 & 060
60. - social security expense 2017 2112
B1. - retirement expense 2 860 3154
B2. b) other administrative expenses (material-type expenses) 27 503 23 397
63. | 9. Depreciation 5063 6815
84. | 10. Other expenses on business activities 11 493 12703
65. a) expense on non-financial and investment services 436 634
66. - to affiliated undertakings
67. - to other associated undertakings -
68, b) other expense 11 057 12 069
69, - to affiliated undertakings 33
70. - to other agscciated undertakings
71. - impairment on inventories
11. Impairment on receivables and risk provisioning for contingent and
72, futurel:iahi!ities P e ? 6030 9083
73. a) impairment on receivabies 5 947 8 492
74, b} risk provisioning for contingent and future liabilities 83 591'_
75 12. V!Iriteback of impairment on receivables and risk provisions used for 2 862 s 28;
" | contingent and future liabilities -
78. a) writeback of impairment on receivables 2578 6 180
77. b} risk provisions used for contingent and future liabilities 284 103
78. 13. Im_pair.ment_ on debt securities held for investment and shares and 12 43 4663
participations in affiliated and other associated undertakings 5
79 14. Writeback of impairment on debt securities held for investment and 242 1 644
" | shares and participations in affiliated and other associated undertakings :
80. 1 15. Profitloss from ordinary activities 24 559 4™
81. of which: - profit/loss from financial and investment services 24 609 24 501
82, - profitfloss from non-financial and investment services - 50 170
83. | 16. Extraordinary income 1184 1158
84. |[17. Extraordinary expense 1185 2870
85. 18. Extraordinary profitiloss - 1 - 1712
86. | 19. Pretax profit/loss 24 558 23 059
87. 20. Taxation 2 363 5337
88. | 21. Net profit/loss 22195 17 722
89. [22. General provisions made/used - 2220 - 1772
90. | 23. Profit reserve used for dividend and minority interest ;
91. | 24. Dividend and minority interest approved
92. of which: - to affiliated undertakings
93. - to other associated undertakings 7
94. | 25. Retained earnings 19 975 15 960
Budapest, 21 March 2006
John Hollows Attila Gombas o
Chief Executive Officer Head of the Finance Division | :
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. OVERVIEW

/1. Kereskedelmi és Hitelbank Rt. — key facts

type of company: company {imited by shares ("Rt.”)
date of establishment; 20 February 1987

shareholders:
31 December 2004 31 December 2005
Shareholder Subscribed Stake Subscribed Stake
capital (%) capital (%)
{HUF m) {HUF m)
KBC Bank N.V,
B-1080 Brussels, Havenlaan 2. 31220 59.46 31226 59.47
ABN AMRO Bank N.V.
NL-1082 Amsterdam, Gustav
Mahlerlann 10. 21123 40.23 21123 40.23
Other 164 0.31 158 0.3
Total subscribed capital 52 507 100.00 52 507 100.00

Activities:

65.12 Other monetary intermediation

65. 21 Financial leasing
65. 22 Other lending

65. 23 Other financial intermediation not elsewhere classified
67. 12 Securities brokerage, fund management

67. 13 Other auxiliary financial activities not elsewhere classified

67. 20 Activities auxiliary to insurance and pension funding

65. 12 Other monetary intermediation

74. 14 Management consuiting

74. 87 Other business services not elsewhere classified
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i12. Kereskedelmi és Hitelbank Rt. — significant accounting policies

The Bank keeps its business records in compliance with applicable accounting regulations These
business recards (general ledger and subledger [“analytical”] systems) support the Bank’s internal
and external reporting obligations, including reporting to the Hungarian Financial Supervisory
Authority (PSZAF) and the National Bank of Hungary.

The Bank’s Accounting Policy and related internal regulations set out the valuation methods,
principles and processes used by management in preparing reports and other financial statements.
Furthermore, the Accounting Policy also sets forth requirements ccncerning disclosures,
announcements and auditing.

The Bank observes statutory — extended - accounting principles in both bookkeeping and the
preparation of annual reports. The enforcement of these standards ensures that the Bank's books
and annual reports give a fair and reliable view of the Bani's state of affairs.

The Bank's accounting policy, bookkeeping procedures, interim finandal statements and annual
reports comply with the following laws and regulations:

s Act C of 2000 on Accounting, and its amendments

« Government Decree No. 250/2000 (XIL.24.) on the special bookkeeping and annual reporting
obligations of credit institutions and financial enterprises (hereinafter referred to as the
“Government Decree on Credit Institutions™), and its amendments

o Act DOXXI of 1996 on Corporation Tax and Dividend Tax (hereinafter referred to as the
“Corporation Tax Act™), and its amendments

o Act CXII of 1996 on Credit Institutions and Financial Enterprises (hereinafter referred to as the
"Credit Institutions Act”), and its amendments

» Decree No. 14/2001 (IIL.S.) of the Finance Minister on the rating and valuation criteria of
outstanding receivables, investments, off-balance sheet items and collaterals, and its
amendments

s Act CXX of 2001 on the Capital Market and its amendments

The Bank’s ~ analytical and general ledger ~ records continuously capture any and all economic
events arising in the course of its business activities that can have an impact on the Bank’s net
worth, financial position and income. The books are closed at the end of each business year. The
Bank uses double-entry bookkeeping, and its books are in Hungarian,

Accounting operations at the Bank’s head office and branch network units are supported primarily
by product-focused IT systems, which comprise local as well as central systems. Automatic posting
by these systems is occasionally complemented by manual bookkeeping, these being the two
general ledger inputs of the branch network and the Bank as a whole.

The Bank’s (annual consolidated) report — supported by bookkeeping records — reflects the Bank’s
operations, net worth, financial position and income and Is prepared in Hungarian upon the closing
of the Bank’s books for the business year. The consolidated annual report is compiled according to
international accounting standards.

Business year refers to the period covered by the Bank's annual report and business report. The
business year is identical to the calendar year.

The balance sheet date is 31 December of the reporting year.

The balance sheet is prepared on the 4™ working day following the reporting year
(5 January 2006).
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The annual report consists of the following parts:
Balance Sheet,
Profit & Loss Account,
Cash Flow Statement,
Notes to the Financial Statements,

The structure and content of the annual report and the consolidated annual report are governed by
the Accounting Act, as amended, the Credit Institutions Act and the Government Decree on the
special bookkeeping and reporting obligations of credit institutions and financial enterprises — in
accordance with the accounting standards of the European Community.

The Balance Sheet and Profit & Loss Account must show the corresponding previous-year figure for
each item, and if the two figures are not comparable, the Bank must provide an explanation in the
Notes to the Financial Statements.

Valuation of Balance Sheet assets and liabilities

The valuation of assets and liabilities is regulated in detail by the Accounting Act and the
Government Decree on the special bookkeeping and reporting obligations of credit institutions and
financial enterprises.

Regulations applicable to the valuation of assets and liabilities are set forth in a separate internal
policy, as part of the Bank’s Accounting Policy, pursuant to the legislation mentioned above.

The Accounting Pelicy merely summarizes the key principles.

The Bank values fixed and current assets — with the exception of foreign exchange (foreign
currency) inventories — at original cost less depreciation (ordinary and extraordinary depreciation)
and impairment, and after writeback.,

The Bank's foreign exchange (foreign currency) inventories and its receivables and payables
denominated in a foreign currency are stated at the daily foreign exchange rate of the National
Bank of Hungary {NBH). Foreign exchange ({(foreign currency) inventories and receivables
denominated in currencies not quoted by the NBH are stated at the Bank’s own exchange rate. The
Bank posts any interim exchange rate gain/loss under other receivables on a technical account,
against the revalued foreign exchange assets or liabilities account. During monthly general ledger
account closing the balance of this technical account is transferred to income from other financial
services or expense on other financial services, depending on the nature of the account. At the
beginning of the following month, this balance is written back to the technical account. At yearend
(at the balance sheet date) the balance of the account is posted to income from other financial
services or expense on other financial services.

If the market value of a right, trademark, patent or tangible asset — with the exception of capital
investments (capital expenditure) and advances on capital investments — is significantly higher
than the book value (original cost)of such asset after writeback, then the difference is stated as a
value adjustment or valuation reserve.

Liabilities — with the exception of the above foreign exchange items — are stated at book value.

Impairment and provisioning

The Bank recognizes impairment on its investments in other undertakings, debt securities with a
maturity of over one year and inventories if their book value is permanently and significantly higher
than their market value. The impairment recognized equals the difference between the book value
and the market value,
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In accordance with the classification of its accounts receivable and its debtor ratings, the Bank
recognizes /mpairment on its receivables that equals the difference between book value and the
likely recoverable amount, provided that such difference is negative (i.e., a loss), significant and
appears to be permanent,

If, as a result of a change in market conditions, the market value of an asset is permanently higher
than its book value, or debtor rating is improved, the book value of the asset is adjusted by writing
back the impairment already recognized.

In accordance with applicable accounting legislation, the Bank makes provisions for the following
purposes:

- provisions for contingent and future liabilities,

- provisions for pensions paid under an early retirement scheme,
- provisions for liabilities related to severance pay,

- provisions for options, futures and swaps,

- other provisions,

- general risk provision.

The Bank’s Impairment and Provisioning Policy sets out detailed rules for impairment and
pravisioning by asset class.

Interest accounting and accrued interest

The Bank recognizes transaction and late interest, interest-type commission and fees of financial
services listed in the Government Decree receivable on amounts due from credit institutions and
clients as follows:

During the year the Bank accrues interest in the following cases:

« during the year, interest and Interest-type commission receivable must be accrued at the due
date if one or more principal or interest installiment related to the underlying receivable has
been delinquent for 30 days or longer and has not been paid yet. Accrued interest or
commission cannot be stated under receivables or income, and no provision or impairment may
be made or recognized in relation to it; instead, it must be posted to account class O
(contingent accounts);

» during the year, Interest and interest-type commission receivable must be recognized at the
due date as interest receivable and interest income if it is still outstanding and does not have to
be accrued as described above,

+ during the year, any pro-rated part of interest and interest-type commission receivable but not
yet due must be stated under prepayments and accrued income and interest receivable and
similar income. No pro-rated interest and interest-type commission receivable but not yet due
may be recognized under prepayments and accrued income or interest income if the underlying
receivable is rated other than “performing” or “special mention”.

At the end of the year the Bank accrues interest in the following cases:

» at yearend, any pro-rated interest and interest-type commission receivable for the financial year
at the balance sheet date and due by the date the balance sheet is prepared but not yet
received must be accrued,

» at yearend, any pro-rated interest and interest-type commission receivable for the financial year
but not due by the date the balance sheet is prepared must be accrued if the underlying
receivable is rated other than “performing” or “special mention”,
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At yearend, any pro-rated interest and interest-type commission receivable for the financial year,
due and received by the date the balance sheet is prepared, and any pro-rated interest and
interest-type commission receivable for the financial year as at the balance sheet date, but not due
by the date the balance sheet is prepared and related to any underlying receivable rated
“performing” or “special mention” must be recognized under prepayments and accrued income and
interest receivable and similar income,

When interest and interest-type commission receivable is received by the due date, or accrued
interest and interest-type commission is subsequently recovered, any such amount must be
recognized as an increment to cash and equivalents and Interest receivable and similar income,

Futures/forward trades

In the case of futures/forward trades made for hedging purposes either on or off the stock
exchange and not closed by the balance sheet date, the difference between the trading (market)
price of the traded instrument (security, currency, option, listed instrument; e.g. foreign currency
exchange rate deposit and loan interest rate) and its market value as at the balance sheet date
may be posted under either (a) prepayments and accrued income and income, or (b) accruals and
deferred income and expenses in an amount that does not exceed the pro-rated gainfloss
recognized on the hedged trade(s) by the balance sheet date, but with the opposite sign.

In the case of interest rate swaps, the pro-rated part for the financial year of the financially settled
difference between the fixed and the variable interest rate is stated by the Bank as at the balance
sheet date either (@} under accruals and deferred income against interest paid and similar expense,
or (b) under prepayments and accrued income against interest received and similar income,

If the trade is made for hedging purposes, the pro-rated part for the financial year of the gain/loss
realized by the date the balance sheet is prepared may only be recognized for the financial year in
an amount that does not exceed the pro-rated gain/loss recognized on the hedged trade(s) by the
balance sheet date, but with the opposite sign.

Swap trades made for the purpose of interest arbitrage or in order to convert an existing currency
into receivables in another currency and reconvert it at the end of the term at a pre-agreed
exchange rate are governed by the accounting rules applicabie to swaps made for hedging
purposes, excluding the stipulation whereby any pro-rated gain/loss incurred by the balance sheet
date and any pro-rated gain/loss realized by the date the balance sheet is prepared may only be
recognized in an amount that does not exceed the pro-rated gain/loss recognized on the hedged
trade for the financial year, but with the opposite sign.

Complex trades created by matching off-exchange spot and forward foreign exchange trades made
with different counterparties for the purpose of interest arbitrage or in order to convert an existing
currency into receivables in another currency and reconvert it at the end of the term at a pre-
agreed exchange rate — which are thus similar to swap trades - are governed by the rules set forth
in the paragraph above, It must be ensured in the accounting records that the forward trade
matched to the spot trade in the complex trade is properly marked until the end of the term (i.e.,
until the trade is closed).

The Bank makes provisions, in the amount specified in Sections 23(2), (4)-(5) and 24(5) of
Government Decree 250/2000 (XI1.24.) on the special bookkeeping and annual reporting
obligations of credit institutions and financial enterprises, for the forward leg of all forward, option
and swap trades not made for interest arbitrage or hedging purposes that are not closed by the
date the bailance sheet is prepared and are likely to result in a loss.
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Profit & Loss Account

The Profit & Loss Account presents the calculation of the Bank's retained earnings — i.e., net
profit/loss after taxation and dividends — for the reporting year, showing separately any adjustment
to the retained earnings of previous years required by any audit or self-audit. It presents all key
factors contributing to or affecting net profit/loss, as well as the components and development
thereof.

Retained earnings are the aggregate of operating profit/loss and extraordinary profit/loss {pretax
profit/loss), less taxation (net profitfloss), adjusted for the general reserve, plus valuation reserve
used, less dividend and minarity interest paid (approved).

The vertically arranged Profit & Loss Account prepared using the so-called turnover cost accounting
method calculates the Bank’ retained earnings through various profit/loss categories.

The Profit & Loss Account also includes the corresponding figures of the previous year.

Notes to the Financial Statements

The Notes to the Financial Statements present every item prescribed by the Accounting Act and
the Government Decree, and all information necessary to give a reliable, true and fair view of the
Bank’s net worth, financial position and business results.

They provide a more detailed explanation on specific lines of the Balance Sheet and the Profit &
Loss Account, and include comments on any item that requires further explanation.

The corresponding figures of the previous calendar year must be shown alongside each item of the
Balance Sheet and the Profit & Loss Account; if the figures are not comparable, an explanation
must be given in the Notes to the Financial Statements, to quantify the impact of any change for
the purposes of comparability.

The Bank's Notes to the Financial Statements are structured as follows:
Overview

Notes to the Balance Sheet

Notes to the Profit & Loss Account

Additional Information

Evaluation of the Bank's Net Worth and Financial Position.

The Bank's Cash Flow Statement is prepared in compliance with the Version “A” form and
content requirements set forth in the Government Decree on Credit Institutions.

Depreciation of assets

The Bank calculates ordinary depreciation on assets acquired before 1 January 2001 on the basis
of original cost, using the straight-line depreciation method and the rates defined in the
Corporation Tax Act.

Assets purchased before 1 January 2001 to which the Bank will apply the accelerated depreciation
methed in the future are presented in an appendix to the Accounting Policy.

Accelerated depreciation is applicable in accordance with the principle of case-by-case valuation
when some event reduces the useful life of an asset below its life expectancy established at the
time of purchase. The new depreciation rate must be determined on a case-by-case basis in view
of the documented actual useful life of the asset in a manner whereby the net value of the asset is
reduced to the residual value determined for the end of its useful life.
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In relation to assets purchased after 1 January 2001, ordinary depreciation is calculated based on
original cost less the residual value of the asset, using the straight-line depreciation method.

The original cost of intangible and tangible assets less the residual value expected at the end of
their useful life — with the exception of goodwill and formation-reorganization — must be divided
among the years when the Bank is expected to use these assets.

The expected useful life of tangible assets is calculated on the basis of the physical wear-and-tear
and cbsolescence of the individual asset, as well as its role in the life of the enterprise.

The useful life and residual value of an asset is determined upon the recommendation of the
organizational unit responsible for purchasing.

Residual value must be determined in the same way for assets purchased in bulk and assets
purchased separately but possessing similar parameters and used under similar circumstances.
Particular care should be exercised in connection with purchasing high-value assets.

The Bank depreciates goodwill and the capitalized value of formation-reorganization in 5 years.

No ordinary depreciation may be recognized on fand, building lots, works of art and capital
investment projects not yet put into operation.

Extraordinary depreciation must be recognized on:

« intangible and tangible assets — excluding capital investments — if their book value permanently
and significantly exceeds their market value,

» trademarks, patents and tangible assets if their value is permanently reduced because they
have become redundant, been damaged or destroyed or cannot be properly used due to any
incompleteness,

« rights if they cannot be enforced at all or can only be enforced with restrictions due to any
amendment to the underlying agreement.

No ordinary or extraordinary depreciation may be recognized on any intangible or tangible asset
that has been written off in full or reached its planned residual value. '

For the purposes of depreciation, a permanent difference between book value and market value is
any difference that exists for more than one year.

For the purposes of depreciation, a significant difference between book value and market value is
any amount that exceeds the annual depreciation of the given asset.

Tangible assets purchased individually at an original cost of less than HUF 50,000 may be
depreciated in one sum at the time they are put into operation.

Closing the books and stocktaking

A statement presenting the balance of, and activity on general ledger accounts is prepared on a
monthly basis. In order to ensure the completeness of accounting records, the Bank performs the
necessary additions, corrections, reconciliations and consolidations monthly, quarterly and
annually. The Bank issues monthly account closing directives to regulate the closing process.

During the monthly and quarterly closing of its books the Bank carries out the closing tasks
prescribed in applicable laws and regulations.

In order to support the yearend closing of its books, the preparation of the annual report and to
verify balance sheet items the Bank draws up and files for future record a detailed and verifiable
inventory of the Bank’s assets and liabilities as at the balance sheet date, stating both their
quantity and value,
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Stocktaking serves to determine the actual inventory of assets and liabilities in the Bank's
ownership or under its management as well as any third-party assets.

During the year, the Bank continuously maintains subledger (“analytical™) records to support its
assets and liabilities, while at yearend it draws up an inventory in accordance with the annual
stocktaking schedule.

The Bank's Stocktaking Policy sets forth detailed rules applicable to stocktaking activities performed
according to standard principles, asset and liability stocktaking and the method and evaluation of
stocktaking.



Kereskedelmi és Hitelbank Rt. Annual Report 31 December 2005

Il. NOTES TO THE BALANCE SHEET
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11/7. Net value of intangible and tangible assets. 2005

HUF millions
31.12.2004. | 31.12.2005.
Description B:La;::e Opening Closing
value value

Intangible assets Line 63 9022 8 538
- rights 144 730
- trademarks and patents B 878 7 808
- capital expenditure on intangible assets 1] 0
Tangible assets used in financial services |Line 67 20 389 20 160
- land and buildings Line 68 12 215 11708
- technical equipment, machinery and vehicles | Line 69 6 663 6 563
- capital expenditure Line 70 1511 1889
- advances for capital investments Line 71 0 0
Tangible agsets not directly used in
financial services Line 72 60 64
- land and buildings Line 73 3 2
- technical equipment, machinery and vehicles | Line 74 57 62
- capital expenditure Line 75 0 0
- advances for capital investments Line 76 0 0
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11/8. Annual depreciation of intangible and tangible assets, 2005

HUF millions
Description Ordinary Extraordinary Total

intangible assets 2971 )] 2971
Tangible assets used in financial services 3763 0 3763
- land and buildings 644 0 644
- technical equipment, machinery and vehicles 3119 g 3118
Tangible assets not directly used in financial 1 0 1
services

- land and buildings 0 0 0
- technical equipment, machinery and vehicles 1 0 1
Depreciation of tangible assets with a value of 49 0 49
less than HUF 50,000

Adjustment due to self-audit 31 0 31
Total 6 815 0 6 815
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11/9. Contingent and future liabilities by type

HUF millions
Description 31.12.2004, 31.12.2005,
Guarantees issued 144 341 166 714
Credit and guarantee lines 304 934 425 671
Export letters of credit 687 21
Import lefters of credit 1757 2793
Liabilities from lawsuits 519 2444
Liabilities from options 231 364 337 004
Total contingent liabilities 683 602 934 647
HUF millions
Description 31.12.2004. 31.12.2005.
Foreign currency swaps 795 914 1024 075
Foreign currency forwards 122 899 149 634
Liabilities from the sale/purchase of securities 103 463 18 932
Other future liahilities 5053 16 738
Total future liabilities 1027 329 1208 379
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II111. Other notes to the Balance Sheet

IIM1.a,, Listed securities held by the Bank

- Under financial fixed assets:

HUF miillions
31 December 2004 31 December 2005
D .
escription Par value Book value Par value Book value
Government bonds 25 090 23 926 7 880 7 621
Corporate bonds a0 81 80 86
Investment units 401 384 754 732
Total: 25 581 24 391 B724 8439
- Under current assets:
HUF millions
31 December 2004 31 December 2005
Description
Par value Book value Par value Book value
Government bonds 56 366 55 152 §2 889 86 820
Discounted Treasury bills 866 830 582 567
Mortgage notes 500 510 500 510
Corporate bonds 10 g 10 9
Total: 57 742 56 501 83 981 87 906

b., The total amount of loans, securities, participations and liabilities classified as legal lending limits pursuant
to Section 79(1) of the Credit Institutions Act was HUF 1,137,859 million as at the balance sheet date.

¢, As at 31 December 2004 the Bank had subordinated loans of HUF 1.7 million (EUR 8,600, interest rate
2%) stated as subordinated receivables under assets. Under liabilities it had subordinated debt of
HUF 14,823 million (HUF 4,714 million, maturity date 20.12.2014., interest rate; same as the rate of interest
on 2014/B government bonds; and EUR 40 million, maturity date 31.07.2008., interest rate 3.771%).

d., The Bank's own real estate properties are affected by mortgages as follows:

- 54558/0fA/45, Budapest I1., HidegkUti at, Széphalom Shopping Center — the Bank purchased a part of
the property for the purpose of deploying an ATM machine. The property was encumbered at the time
of purchase. The Bank has since paid off the debt, thus the morigage is being deleted from the
register (as shown on the land certificate in the form of a marginal note).

- 2432/A72 Hajdaszoboszié property — the Bank has paid off the debt, thus the mortgage is being
deleted from the register.
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To cover potential losses related to risk exposure that cannot be foreseen or determined in advance, the
Bank must make general risk provisions for up to 1.25% of the adjusted balance sheet total, not later than
three years after the effective date of Act CXII of 1996 on Credit Institutions and Financial Enterprises. The
Bank made general risk provisions of HUF 16,402 million by 31 December 2005.

The amount of accrued interest (including transaction interest and late interest), interest-type commission
and fees receivable totaled HUF 2,880 million at 31 December 2005.

The HUF equivalent of receivables and liabilities arising from spot foreign exchange trades totaled
HUF 12,698 million and HUF 12,698 million, respectively, at the balance sheet date, 31 December 2005.

At 31 December 2005, the balances of swap sell and buy trades made in the interbank market stood at
HUF 983,560 million and HUF 988,391 million, respectively, while the balances of swap sell and buy trades
made with clients were HUF 40,515 million and HUF 40,386 million, respectively. The balances of forward
sell and buy trades made in the interbank market stood at HUF 42,467 million and HUF 24,439 million,
respectively, while the balance of FX forward sell and buy trades made with clients were
HUF 105,883 million and HUF 120,552 million, respectively. The transactions served hedging as well as
trading purposes.

At the end of 2005 the Bank accrued interest income of HUF 3,705 million and prorated interest expense of
HUF 2,568 millicn in respect of FX transactions.

The Bank participates, for a fee, in the distribution of investment units issued by various investment funds.
Settlements are effected with these funds on a daily basis, sometimes in arrears. At the end of the year the
Bank had payables of HUF 828 million to, and receivables of HUF 15 million from, these funds.

The par value of investment units distributed by the Bank itself and posted as off-balance sheet items (held
on securities accounts) - expressed in Hungarian forints ~ totaled HUF 163,698 million at the end of the
year,

The Bank did not have any earmarked reserves at 31 December 2005.
At 31 December 2005 the adjusted balance sheet total was HUF 1,312,408 million.

The Bank did not have any retirement benefit payment obligations to its former Board of Directors or
Supervisory Board members.

The Bank manages securities with a total par value of HUF 778,142 million for its clients on custody and
securities accounts. As part of its investment services, the Bank also maintains restricted cash accounts
{client accounts) for its clients, the aggregate balance of which — expressed in Hungarian forints — was
HUF 13,624 million as at 31 December 2005. Clients had receivables of HUF 13,757 million on their client
accounts at the end of the year, where amounts depoesited by clients to subscribe for investment units and
blocked on their accounts represented HUF 11,602 million. The debit balance of client accounts was
HUF 133 million, while the Bank also had HUF 11,602 million due from the issuers of investment funds; this
latter amount is not debited to ¢lient accounts, but credited to special accounts earmarked for subscriptions
to investment funds.

The Bank did not provide any asset management services for insurance funds in 2005.

At 31 December 2005 the Bank had a total amount of HUF 11,693 million due from its parent company; at
the same time, the Bank had short-term liabilities of HUF 156,025 miillion to its parent.

The net interest expense posted in respect of the parent company in 2005 totaled HUF 515 million.

At 31 December 2005, amounts due from subsidiaries totaled HUF 170,626 million, while short-term
liabilities amounted to HUF 21,391 miillion. The Bank had no subordinated or long-term liabllities to its
subsidiaries.

In relation to its subsidiaries, in 2004 the Bank posted net interest income of HUF 2,083 million and other
income of HUF 2,429 million.
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112, Third-party securities

- Third-party securities (in safekeeping with KELER Rt.)

HUF millions
Description Par value Comment
31.12.2004. 31.12.2005.
investment units 56 114 143 178 | dematerialized
Discounted Treasury bills 60 416 57 841 | dematerialized
Other bonds 19 256 23 606 | dematerialized
Mortgage notes 6530 7 584 | dematerialized
Interest-bearing Treasury bills 17 086 9 685 | dematerialized
Government bonds for loan
consolidation 12 700 13 478 | dematerialized
Hungarian government bonds 367 969 347 932 | dematerialized
Shares g1 631 84 026 | dematerialized
Total 641 602 897 340
- Third-party securities (In safekeeping at the Bank’s depository)
HUF millions
Par value
Description Comment
31.12.2004. 31.12.2005.
Cther securities 15072 16 221 | physical
Compensation coupons 346 323 [ physical
Shares 36 885 42 754 | physical
Total 52 303 59 298
- Third-party securities in safekeeping with third parties
HUF millions**
. Par value Comment
Description
31.12.2004. | 31.12.2005. Safekeeping agent
Budapest Bank (2.95), Clearstream (3053.95),
Kreditbank (6317.00), KBC {11141.92), K&H
Investment units 5214 20 516 | Equities (0.1)
Other bonds 760 1 666 | Clearstream
Bonbon Delicatesse Rt. (0.04); Clearstream
(11.59), Concorde (0.043), K&H Equities
Shares 11 13 [ (1.756)
Total 5 985 22195
- Third-party securities in transit
HUF millions**
Description Par value Comment
31.12.2004. | 31.12.2005.
Investment units 3 0| ZEUS records
Shares 0 0| ZEUS records
Total 3 0

** converted into HUF at the NBH exchange rate for 31.12.2005.
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1113. Securities portfolio held by the Bank

- Securities held by the Bank (in safekeeping with KELER Rt.)

HUF millions
Par value Book value
Description

31.12.2004. | 31.12.2005. | 31.12.2004. | 31.12.2005.
Investment units 1301 1654 1284 1632
Discounted Treasury bills 866 582 830 567
Other bonds 100 100 91 91
Mortgage notes 500 500 510 510
Interest-bearing Treasury bills 213 89 211 87

Government bonds for loan
congolidation 21542 81 455 21 482 81 345
Hungarian government bonds 108 792 118 115 106 413 118 818
NBH interest-bearing bonds 4743 4743 4743 4743
Shares 240 209 644 558
Total 138 297 207 447 136 208 208 351

- Securities held by the Bank {in safekeeping at the Bank’s depository)

HUF millions
o Par value Book value
Description
31.12.2004. | 31.12.2005. | 31.12.2004. | 31.12.2005,
Shares 3184| 4034 3373 5 946
Total 3184 4034 3373 5946

- Securities held by the Bank {in safekeeping with third parties)

HUF millions ***

Par value Book value
Description Comment
31.12.2004. | 31.12.2005. | 31.12.2004. | 31.12.2005.
Gavernment bonds for
loan consolidation 1300 1300 1332 1 298 | Dresdner Bank, Frankfurt.
Hungarian
government bonds 21 10 20 10| K&H Equities
NBH foreign currenhcy
bonds 10 622 5971 11 071 6 358 | EIB Luxemburg
Total 11 943 7 281 12 423 7 666

=+ converted into HUF at the NBH exchange rate for 31.12.2005.
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[I/114. Accruals

HUF millions
Prepayments and accrued income 31.12.2004. 31.12.2005.
Accrued income 21 297 18 817
Accrued interest and interest-type commissions 21139 18 024
Other accrued income 158 793
Prepaid costs and expenses 1025 1802
Deferred expense 0 0
Total (Balance Sheet line 84) 22 322 20 618

HUF millions
Accruals and deferred income 31.12.2004, 31.12.2005.
Accrued income 1501 2584
Accrued costs and expenses 18 448 16 567
Accrued interest 13 809 10 957
Other accrued expenses 3 1
Accrued costs 4 536 5609
Deferrect income 96 339
Total (Balance Sheet line 158) 20 045 19 490
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11/16. Intangible assets by type

HUF millions
Description 31.12.2004. 31.12.2005.
Telephone network access fee 40 27
Internet 1 1
Data transmission network
access fee g5 72
Trademarks 1 0
Image manual 7 5
License 0 625
| Rights 144 730
Basic software 1325 1004
User software 7 553 6 800
Trademarks 0 4
Patents 8878 7 808
Total 9 022 8 538

W17, Inventories purchased or received in debt settlement

and intended for resale

HUF millions
Description 31.12.2004. | 31.12.2005.
Inventories purchased
Materials 280 221
Goods 3 28
QOther assets 18 0
Total (Balance Sheet line 80) 301 249
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1I118. Risk-free government securities held for investment

HUF millions
Currency of Description 2004 2005
issue
Government bonds for loan
HUF consglidation 6 436 6436
HUF Bonds issued by the NBH 2078 2076
Securities issued by the State of
HUF Hungary 33650 17070
HUF Total 42062| 25582
JPY Bonds issued by the NBH 0 6 358
JPY Total 0 6 358
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i, NOTES TO THE PROFIT & LOSS ACCOUNT
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1. Expense on non-financial and investment services

HUF millions

No. Description 31.12.2004. | 31.12.2005.

1. Re-invoiced value of third-party services 418 624

2 Book value of inventories sold 7 8

3. Direct cost of other services 11 2
Total: (Profit & Loss Account line 65) 436 634

llif2. Income from and expense on investment services

HUF millions
Income from investment services 31.12.2004. 31.12.2005.
1. Income from custody services 245 388
2. Income from trading 1900 12214
3. Income from commission-based activities 2265 2636
4. Other income 187 213
Total: (Profit & Loss Account lines 20 + 37) 4 607 15 451
HUF millions
Expense on investment services 31.12.2004. 31.12.2005,
1. Expense on custody services 8 15
2. Expense on trading 984 7 986
3. Expense on commission-based activities 146 188
Total: (Profit & Loss Account lines 27 + 41) 1138 8189
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[lIf3. Provisions required but not made
(in the breakdown set forth in Section 11/10)

The Bank has made all the provisions prescribed by applicable regulations to cover credit, interest,
investment and other risks related to its activities in 2005.

liif4. Other notes to the Profit & Loss Account

a} Contributions to deposit insurance and institutional protection funds

HUF millions
Description Amount Purpose
2004 2005
National Deposit Insurance Fund 137 144 | Costs of other services
Investor Protection Fund 64 68 | Contribution
b} Financial assistance received
HUF millions
Date Purpose Amount Grantor Usage schedule Repayable
received 2004 2005
Implementation of KBC Bank
31.12.2005. [the Sinsys system 244 1NV, 10 234 No
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1W6. Profit/loss from closed forwards, options and swaps in 2005

HUF millions
Description Amount

Profitfloss from asset swaps -401
Profit!loss from foreign currency swaps (hedge) 13 559
Profitfloss from foreign currency swaps (non-hedge) i4 134
Profit/loss from forwards (hedge) -318
Profitioss from forwards (non-hedge) 51156
Profit/loss from FRAs -33
Profit/loss from interest rate swaps 214
Profit/loss from options 391
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IV. ADDITIONAL INFORMATION
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IVH. Signatories to the Bank’s annual report

l. Name: John Arthur HOLLOWS

Address: 1124 Budapest Janos Zsigmond utca 40.
Il. Name: Attila GOMBAS

Address: 5008 Szolnck, Molnar F. u. 65.

Vi2, Audit

The Bank is required to have its accounts audited under applicable law.

IVi3. Person in charge of accounting tasks

Name: Tamas KOVALOVSZKI
Registration number; 141812
Address: 2011 Budakalész, Szentendrei Gt 13.

IVi4. Registered office

Registered office: 1051 Budapest, Vigado tér 1.

IV/5. Number and par value of the Bank’s shares by type

Key details of the K&H Bank Rt, share (HUOD00075304):
type: registered, dematerialized ordinary share

basic denomination: HUF 1 ‘
amount issued. 52,507,204,.412 shares
par value: HUF 52,507,204,412.00
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IViG. Business associations that have an ownership interest in the Bank

Company name Registered office Votln(%:ilghts
Sanificant Inferest NL-1082 Amsterdam, Gustav Mahlerlaan 10 40.23
ABN AMRO Bank N.V. ’ . .
Controlling interest:
KBC Bank N.V. B-1080 Brussels, Havenlaan 2. 50.47

IV/7. Detalls of the company consgolidating the Bank as its subsidiary

: . Available for
Consolidating unit | Company name | Registered office Public inspection
Biggest KBC Group N.V. | B-1080 Brussels, Havenlaan 2. | Yes ':;ﬂ'éz registered
Smallest KBC Bank N.V. | B-1080 Brussels, Havenlaan 2. | Yes ‘:;ﬁ';‘; registered

37




g€

"900Z AlEnUEl | ¢ Je SE BGEIBAR EJep SUIBJUCD Bjqe) ay)

195 £Eee m 2701 5L "1Z-62 'h Ajuouey sadepng G0ZL T eAuepueg odID | ¥2
Gel- 8 02 19- 00°00L virg In Ab10As eszoq ‘1sadepng gool o Zeybuizim el €2
1T oclL 0s L 00°00L V178 In AB1oAS) eszoq sadepng 8901 U BUIZIIZONZSI HEM | ¢e
0 0 ! ! 00°00% 21 °n e J Agjuuey] ysadepng /111 {uonepinby un) ey, W IseAu| 1Sd ] 1E
L- L- 3 L 00°00} "} 453 opebip, Jsadepng 1501 {(uonnjossip| 0z
ul) E'A, Uy BuipjoH 1s9iezanuoAbea HgH
1z pee- 912 £ 00°001 '86 'n Augyoq sadepng .01 ‘W lepiod | Bl
0 0 G S 00°00} ‘¢ 'n seg ‘1sadepng LSOl (uonnjossip ul) 'B'A UM OPEIY ZURd S8 DBl | B)
0 b~ oL 8 00°001 "L 191 opeDiA “1sadepng LS0| (uonnjossip ui) ,'B°A, UM INO WOM GHW | 21
b= G 43 9¢ 00001 Virg I ABIpAS) eszoq 1sadepng o0l Wy bUZ HIQ HeA| 9L
T 0 05 T4 00'00L Vi8I0 ABIoAD) eszoq ‘Jsedepng ggol 14 Buizijuenebu) HeM | SI
65¢- cob ol ¥S 00°00L "W/ In ADIQAD BsZoQ 1sedepng goo| YA "Blozs s9 jousg yedoiny HeY | vl
0 85 0Z 8l 007001 Vi 10 ABIgAS) eszoQ 1sedepng 8g90L 1o soenzsiiwpebuziT H8M | €1
¥ [ 02 62 007001 "} 191 opebiA ‘1sadepng LS0L {uopnjossip | Z1
ul) ,'e'A, ‘14 QPESOBUR]} SOUBIE}Y HEM
0 69z~ oSt 68 00°001 ‘g6 N AueyoQ sedepng 01 (uopnjossip ul} JeA, | LI
1Y ISTjepiBlag SO QIOZONSHISISA0Y WNUBAY
L~ Gf 0% 88 00001 "L 191 opeRIA 1sadepng 1501 UM oleyebjozsuodos) HeM | 0l
6ZL- 8¢l 00} 601 00°001 "v¥8 In AB1pAS eszoq 1sadepng g90) 1 0ZoNZSUBUNZONZST HRM | 6
1T Ll G 6¥L 00°001 “Wiv8 1IN ABipAs) eszoq ‘1sedepng 8901 UM ZSIY 9| 8
0 0£e 0s 08E 00’001 wiv2 In AB1okoy eszoq sadepng 20| Tz BUZA HSY| 2
0 0 4 4 A d 00°001L | "9/ W uewg) saAlugy 1sadepng 801 (uonepinby w) ey Yy S| 9
4 001 ooV Z05 00°001 | 131 opefip 1sedepng L501 (uopniossip w) eA, T wmusel [ ¢
7Ll 59 0s 818 00001 “Vivg 10 ABIgAD eszoq isadepng 90| T4Z ‘BI0ZS I-d 9ZONZSUBLNOINY HYM | ¥
962 02 0s8 €SE | 00°001 " 191 opebiA 1sadepng 50| T QIezZaNdelY Isglepiaiag Jdedyspg HeM| €
Z8¥ ¥ 990 LOZ 8.2 00001 "L 191 opeBiA 1sedepng 1501 Tz (AeBunH) seainba e | z
696 €95 | £05 SE0 ¢ 00°001 "Vivg 1N ABIQAS) eszoQ 1sadepng 8901 | 14Z oleneblozs 1Abnzugy Buizijuouved HeM | L
.mﬁgu.n _‘.“n
w JnNH . .y s
1eak "5002°Z1 1S m.m.ﬂ._m_w_ﬂ._“.n 'S00TZVLE | ()
[eraueut) (w InH) jeudes {w 4nH) uxm.uw as150 paraysiBay aweu Auedwon ‘ON
1s€e] 8} SaAlaSaY uma_...umn:m Aynb3g
40} sBujuies *
paueyay

SuoHEdIsed S jutd SUL ‘SiAl

SoLEIPISONS Ul SUCNEdIo[Eg '€

500z Jaquieaag Lg poday JENUUY 1y YUBQISNH S2 IWIapaysalay




BE

"900¢ AJENUEP L€ 12 SE |GE[IBAE EJEp SUIBUOD 9|G.) it

B'U BU ey B'U 0E'El 'Z "'n dozg 1sadepng £601. T ewnuesebjelH S
S8¥ T oege 96F € L2 L 66°0C 'Lg 'n zsepeA sadepng 0L T IWeBIojseowezs3 OIS ¥
L0Z geoc 689 ¢ 825 9 00'se 'Z N YINSSO)| JeAPNpeN LgL¥ o veduelby iGesnpleH sbey £
L4 804 €61 coe ¥e've "8-9 'n edos) 1sedepng zz201 | 1o ousouzseyuepebup|) puanepng Z
AR 7 9 6 00’6y | 19} opebiA isedepng 1501 W OIeYeD0|0ZS evIAeS L
Ansesl] [euoneuIalu| OYINY NIY
'§00Z°2VLE
WAH) | gonzzie ot | so0zzyie
[eraueuy yse| {w 1nH) [endes {w 4nH) (%) ayeis aoo pasaisifisy sweu Auedwon ‘ON
ays; 10y sBuiwaes SaAtased paquasgng Aunb3
paulelay
sbubjeapun pajeljijye uj suonedidiied "y
‘900z Aenuer |¢ e se SjqelieAR BjEp SUIRILOD 3|ge] Sl
66t oi¥ 00z L 60L ¢ 0005 "Ly "N anzouag sadepng gool THZ QNsoziqiel3 HYM I
‘G00ZZLLE . .y -
(w 3nH) s00zzie | San o i€ | rsoozzrie
JeaA [ejoueull ise| | (W INH) ides {w JnH) (=) axeys enyo pasaystbay oweu Auedwon 'ON
ayy Joj sBunies | sealesay 1 Aynby
pequasqgng
paulejoy

Sbupjepapun pabeusw

RUIGE U1 suonedpied q

G00Z Joqusaaq £ Modey [enuuy Jd YUEGIANH S? IWI3PaYS2IoH



or

'900Z Alenuep |¢ 1e Se S|ge|ieAR Ejep SUIEIU0D Biqe) 8y

‘'l B'u 9Z¥ BE 'y 00°0 9PINH &1 '0LEL-G '| SI9PY @nusAy ‘wnibleg DS Mg ¥

e'u 2u ZF eu 200 "/2) "h soleq 1sadepng 920l 19 qnig Agunod g 409 e

''U el LS e’ 00¢C ‘g 'n "4 xeeq Jsadepng ZS0L | T opszopiel] nsadepng Z

'’y 'Y Z 'y Sr'6 ‘THL 0 pedly sadepng 60| | S9InsaAba Zeyieiz) pedly L

"G002°Z1°LE
w ) N
{ hoﬁ_._v '5002°Z)'LE mﬁm_wﬂ_“n ‘5002°Z1°1E
T — (w InH) jendes (w JnH} (%) aye1s eo140 paJeysiboy eweu Auedwo) "oN
a3 4o} sbuiuies SaAlasey paqliosqng Aynb3
paueldy
SBUDelapun PajeEIdOSSE JoL)0 Ul SuonediiHeEg "o
‘G0QZ ABNUET LE 1B SE S|QEIBAE BIER SUIEIUCD 3[qE) 3yl
e e'u GE8 S B'U 129 ‘BLL "N Q4 ‘IBAPNPEN L8IY Td ZSIOVN 6
BU 'y 004 L By 0Z'0 ‘¢ 'n d9zg ysedepng £501 besesimAugazsay 8
1kbnzuag 0yzsa|lel-sgzodie|easny
eu e'u 06¢ B'U IR '0€ N4 ewzoy 'seABeUQZON 0285 | UM V3 $9 PI1ZS9AusISelas IsaAbayQzoN l
=X eu 260 € Bu £8'vL "¢ 17 1Zeyfbaiey einfo 004G 7 JeuIqUICHSDH rejnio 9
B’y e'u 0ge ey 8851 ‘¥/0£0:2Zs1) “Jofew 1zo01eQ 'BqEN £81Y 1 dej leqey S
2ru =AY 2l Bu €802 Bu UM BILSPEYRSEAOT (US2RI03Q ¥
’'U B 191 ‘B'U 6602 '22-GZ ‘N Ayuole 1sadepng g0zl 14 o1e)ebiozg exnewuou| 1Zoxjueg €
' el oSt eu a1z " "N YINsSsoy| JBAPNPEN L81Y U 1s9Au| abey Z
CRT ey vl ''U 00'se omp °| ‘Auepepjodsnd zGLy U osgyjAuguie] 1
'S002°21°LE
Eh___m__uﬁé ‘§00Z°TH'LE mﬁwwﬂ._wn ‘§00Z°Z4'LE
! o )
(w 4nH) d {w 4nH) (%) axers 221}J0 pasdsifioy sweu Auedwoy ON
1SE) 3ty SOAI0SOY IENdED P Aynbg
10§ sBuiwaes aquasqng ;
paulejay

SBUPlelapuUn Pejelie ul suoHEdIonIed Jo6Npu] P

5002 12qwanaq LE Hoday [BNUUY ‘1 JURGISHH S9 IW|apa)ySaiay




Kereskedelmi és Hitelbank Rt. Annual Report 31 December 2005

IV/9. Business associations in which the Bank has an ownership interest

Subscribed

Company name Registered office capital ‘::;t”t'sg
(HUF m}

Significant interest:

Hitelgarancia Rt. 1053 Budapest, Szép u. 2. 4812 13.30%
GIRO Elszédmolasforgalmi Rt. 1054 Budapest, Vadasz u. 31. 2496 20.99%
 Hage Hajdusagi Agraripari Rt. 4181 Nadudvar, Kossuth u. 2. 2689 25.00%
Budatrend lil.Ingatlanhasznosité Rt 1022 Budapest, Csopaki u. 6-8. 193 34.34%
Talentum Rt. "v.a." {in dissolution) 1051 Budapest, Vigadé tér 1. 400 45.00%
ABN AMRO International Treasury Service

Szolgaltatd Kit. 1051 Budapest, Vigadé tér 1. 6 49.00%
K&H Eletbiztositd ZRt. 1068 Budapest, Benczir u. 47. 1200 50.00%
Controlling interest:

GIRQ Bankkartya Ri. 1205 Budapest, Martonffy u. 25-27. 177 74.58%
| Direct control:

K&H Pannonlizing Pénziigyi Szolgaitatd .
ZRt. 1068 Budapest, Dézsa Gydrgy Ut 84/A. 503 99.98%
K&H Vagyonkezelési Holding Kft. ,v.a.” (in

dissclution) 1051 Budapest, Vigadé tér 1. 3 100.00%
K&H Alkusz Kit. 1068 Budapest, Dézsa Gydrgy 0t 84/A. 5 100.00%
Piac és Pénz Kiadd Kit. v.a. (in dissolution) | 1051 Budapest, Sas u. 3. 5 100.00%
MHB Work Out Kit. "v.a." (in dissolution) 1051 Budapest, Vigadd tér 1. 10 100.00%
K&H Lizingadminisztraciés Rt. 1068 Budapest, Dozsa Gydrgy Ut 84/A. 20 100.00%
K&H Csoportszolgaltatéd Kft. 1051 Budapest, Vigadso tér 1. 60 100.00%
K&H Equities (Hungary) ZRt. 1051 Budapest, Vigadé tér 1. 201 100.00%
Kvantum Koveteléskezeld és Befektetési e
Rt "v.a." {in dissolution) 1074 Budapest, Dohany u. 98. 350 100.00%
Risk Kft. f.a. {in liquidation) 1087 Budapest, Kényves Kalman krt. 76, 444 100.00%
K&H Ertékpapir Befektetési Alapkezeld Rt. | 1051 Budapest, Vigadé tér 1. 850 100.00%
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IV/10. iImpairment recognized on the investment in K&H Equities Rt.

In 2004 the Bank recognized an impairment of HUF 12.8 billion on the investment in its subsidiary, K&H Equities Rt.
due to the loss of capital resulting from the provisions made for legitimate client claims anticipated to arise from
fraudulent practices that had occurred at K&H Equities Rt. before 2003.

The Bank implemented three capital increases in the investment company during 2005:
in the amount of HUF 4 billion effective 1 August 2005, HUF 760 million effective 15 November 2005 and
HUF 1.5 bilfion effective 7 December 2005,

As at 31.12.2005. the Bank had provisions of HUF 17.3 billion recognized on its investment, of which HUF 4.5 billion
were recognized in 2005.

Criminal investigations have been launched into most of the claims, and these cases are likely to end up in court.
The claims awarded in 2005 court proceedings are being settled continuously by K&H Equities Rt. The timetable and
outcome of further court proceedings is uncertain. Taking inte account the findings of a comprehensive audit and
well-founded legal opinions, after careful consideration the Bank believes that the provisions made reflect the best
possible estimate and are at present sufficient to cover the possible exposure.

In 2003 the Bank had undertaken to guarantee that the equity of K&H Equities Rt. would comply with applicable
regulations. At the same time the Bank's shareholders had also agreed to guarantee the Bank’s equity in compliance
with applicable regulations. i

The amount of loss of capital referred to above does not include legal and other costs to be incurred in the future.
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IV/11. Average number of employees and wage costs by employee category

Average statistical number of Salaries and wages
Employees by category employees (HUF millions})
2004 2005 2004 2005
Full-time 3 690 3457 | 15307 16 768
Part-time 30 42 99 84
Retired 10 15 42 88
Not on payroll 18 37
Total
{Profit & Loss Account line 55) 3630 3514 15466 16 977
IV/12. Other personnel expenses
HUF millions
Description Amount
31.12.2004, 31.12.2005.

Housing allowance 9 11

Per diem allowance — in Hungary 7 8

Per diem allowance — abroad 0 4

Scholarships 9 7

Cost of benefits paid to temporarily

disabled employees 172 196

Daily travel allowance (for travelling to

work) 65 64

Life insurance contribution 44 47

Vacation allowance 48 74

Clothing allowance 218 166

Food allowance 154 172

Fringe benefits 243 140

Personal income tax (44%) 368 308

Pension fund contribution 387 380

Heaith fund contribution 255 302

Severance pay 6 11

Wage cost of dismissals 435 0

Other personnel expense 428 512

Total

(Profit & Loss Account line 56) 2844 2398

The wage cost of dismissals has been reclassified from other personnel expense to salaries and

wages.
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IVi13. Remuneration paid to members of the Board of Directors. Executive Management and

the Supervisory Board for the business year

HUF millions
Number of persons receiving
Description remunetration Remuneration
31.12.2004. 31.12.2005. 31.12.2004. 31.12.2005,
Board of Directors 1 5 25 272
Executive Management 22 30 745 &80
Supervisory Board 1 1 1 1
Total: 24 36 771 953

IVi14. Loans extended to members of the Board of Directors, Executive Management and the

Supervisory Board
31 December 2005

The Bank extended internal loans in the amount of HUF 26 million.
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IV/15. Adjustments to the Bank’s taxable income
31 December 2005

HUF millions

Items decreasing taxable income Amount Items increasing taxable income Amount
Depreciation according to the
Corporation Tax Act 7 138 | Depreciation according to the Accounting Act 6783
Book value of tangible assets removed Book value of tangible assets removed from
from the books 1123 |the books 1049
Provisions used 244 | Provisions made, released 833
Impairment, write-offs, repayments 34 | Receivables waived 258
Income related to previous years 88 | Cash and equivalents transferred definitively 236
Dividend received 652 | Fines 17
50% of local trade tax 1 099 | Expenses related to previous years 146
Donations 210 | Cther 35
Total 10 588 | Total 9 357
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Ivi16. Cash Flow Statement {presenting the sources and use of the Bank’s funds)

HUF millions
No. Description Pr::::us Re?:::ng
A.
01. Interest income 129304 | 133704
02. Income from other financial services (excluding writeback of impairment on securities) 56 584 38031
03 |t pthe{ income (n_excludin_g use of provisions, writebacg of surplus prqvisions. writeback of 5189 3007

impaiment on inventeries and writeback of extracrdinary depreciation)
04. |+ Income from investment servicas (excluding writeback of impairment on securities) 4 607 15 451
05. |+ Income from non-financial and investment services 386 804
06. |+ Dividend income 562 652
07. |+ Extraordinary income 1184 1158
08. |- Interest expense 82 114 75 446
09. |- Expense on other financial services (excluding impairment on securities) 24 274 8 862
10, |° S;:?; ;:gg:}se {excluding provisioning, impaimment on inventories and extraordinary 8 962 7 477
11. |- Expense on investiment services (excluding impaiment on securities) 1138 8189
12. |- Expense on non-financial and investment services 436 634
13. |- General and administrative expense 51537 48 832
14. [« Extraordinary expense (excluding corporation tax liability for the year) 1185 2 870
16. |-  Corporation tax liability for the year 2353 5337
16. |-- Dividend paid 0 0
17. | OPERATING CASH-FLOW (lines 01-16) 25 807 35160
18. | Change in liabilities (+ if increase, - if decrease) 201 7521 260427
19. | Change in recaivables (- if increase, + if decrease) -265 388 | -169 329
20. | Change in inventories (- if increase, + if decrease) 74 52
21. | Change in securities stated under current assets (- if increase, + if decrease) 7817 -87 787
22. | Change in securities stated under fixed assets (- if increase, + if decrease) 71 564 16 816
23. | Change In capital expenditure (including advances) (- if increase, + if decrease) -1 388 -5
24, | Change in intangible assets (- if increase, + if decrease) -5 008 -2 498
25, Er;fail;g;e ua1stea.nf|itf:§ea;::;se§excludlng capital expenditure and advances for capital investments) 15 805 4758
26. | Change in prepayments and accrued income (- if increase, + if decrease) 499 1703
27. | Change in accruals and deferred income (+ if increase, - if decrease) -3 771 -555
28. | Share offering at sale price 0 0
29. | Cash and equivalents received definitively under appflicable law 23 0
30. | Cash and equivalents transferred definitively under applicable law -247 -236
31. | Par value of Treasury stock and equity bonds retired 0 0
32. | Change in capital reserve 0 0
33. | Change in general reserve 1] 0
34. [ Change in profit reserve -4 0
35. | NET CASH FLOW (lings 17-34) 15 927 49 080
36. |ofwhich: - change in cash (HUF and foreign currency cash and chacks) -3 849 1 661
- change in account balances (short-term, HUF and foreign currency technical and
37. deposit accounts maintained with the NBH, and HUF transaction accounts 19776 47 419
maintained with other credit institutions under separate laws)
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V. EVALUATION OF THE BANK'S NET WORTH, FINANCIAL POSITION AND INCOME

The 2005 activities and financial ocperations of K&H Bank were characterized by the following:

s The Bank retained its role and presence in the market, and even managed to strengthen its
positions in certain — mainly retail - segments.
Financial results — apart from the provisions made due to Equities — improved further.
The implementation of the integrated banking system continued and is expected fo be
completed in the first half of 2006.

2005 business activities and the conditions and results of financial operations are summarized below.

1. Balance Sheet and Profit & Loss Account
1.1. Balance Sheet

As at 31 December 2005 K&H Bank had a balance sheet total of HUF 1,888.3 billion, which means an
increase of 17.5% (HUF 281.1 billion) as compared to the end of the previous year. On the asset side,
the expansion was mainly linked to loans to clients, which was accompanied by similar growth in funds
received from clients.

Under assets, loans extended to clients showed impressive growth at 20.5% (HUF 229.2 billion).

Retail lending
The dynamic expansion of retail loans continued in 2005: after the previous year's 62.8%, retail

lending volume grew by 42.6% (as a result of which the relative weight of retail loans within the total
loan portfolio increased to 27% from the year-earlier 22%). Foreign currency-based home and
personal loans continued to gain ground (as at 31 December these products already accounted for
approximately 57% of the K&H retail loan portfolio, versus 36% in 2004). 2005 was a successful year
for the Bank, as it managed to boost its market share significantly in retail lending.

Corporate lending

2005 was the year of transformation for the Corporate Banking Division: in response to changes in
market conditions and the challenges presented by competitors, major organizational changes took
place to improve the efficiency and flexibility of business operations. As part of these changes, large
corporate clients and project finance were brought under the same management, while a dedicated
direciorate was set up to strengthen the sales support function. The beneficial impact of the
reorganization was already reflected in the growth figures of the second half of the year — at the end of
the year the loan portfolio exceeded that of the previous year by 14%.

Under fliabilitles & equity, the amounts due to clients rose by HUF 242.8 billion in total, their weight
within total liabilities growing to 66.2% (versus 62.7% in 2004}.

Both the corporate and the retail divisions managed to increase their deposits considerably in 2005. in
the corporate division, growth was mainly driven by the large corporations segment, where deposits
expanded by 35%. Retail deposits rose by 12% during the year, while K&H Befektetési Alapkezelé Rt.,
the Bank's fund management subsidiary, reported a more than twofold increase in the assets
managed in its funds (which in turn resulted in substantial growth in the deposits placed by these
funds with the Bank).

The growth in equity is linked to retained earnings (HUF 17.7 biliion).
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1.2. Profit & Loss Account

The Bank’s profit from ordinary activities remained at the previous year's level (HUF 24.8 billion in
2005 versus HUF 24.6 billion in 2004). The significant changes in certain profit & loss items mainly
stemmed from one-off items:

e The 23.5% increase in net inferest income is mainly related to a change in the accounting of
derivative fransactions (against the profitloss from financial transactions, included in other
income). If this factor is ignored, the comparable net interest income shows a 7.1% rise as
compared to the previous year. The 20-bp improvement in the interest spread linked to client
loans-deposits was mainly driven by retail portfolios, where — similarly to the banking sector as
a whole — the decrease in loan interest rates fell short of that in deposit interest rates, which
were in line with market interest rates. The HUF 1.6 billion increase in disbursement fee
inccme is also related primarily to foreign currency-based retail {mortgage-backed) home and
personal loans.

s The rise in net commission income (HUF 24.8 billion in 2005 versus HUF 19.9 billion in 2004)
is in part related to the gross accounting of currency exchange operations: the income from
currency exchange operations is posted under foreign currency income, while the costs of
these activities (i.e., the agency commission paid to the exchange agents) are shown under
commission expense. The Bank terminated its cooperation with exchange agents in 2004,
which therefore adds HUF 3.2 hillion to commission income (and means a similar cut in net
foreign currency income). Currency exchange operations excluded, net commission income
shows a 7.4% (HUF 1.7 billion) improvement as compared to the previous year. The main
components (loan and guarantee fees and commissions, account maintenance fees,
transaction commissions, bankcards, etc.) ali show growth year-on-year. At the same time, the
income from investment services rose perceptibly in connection with the distribution of the
new guaranteed funds launched by K&H Ertékpapir Befekietési Alapkezels Rt., the Bank's
wholly-owned subsidiary.

+ The substantial drop in other profitfloss was caused by certain one-off items not related to
business activities {in addition fo the derivative transactions referred to in connection with net
interest income, these items include, for instance, the reclassification of Equities-related
provisions to impairment recognized on investments in 2004, the accounting procedures
linked to exchange agents, etc.).

The Bank's operating costs were HUF 1 billion, or 1.7% lower than the previous year's corresponding
figure (HUF 55.8 billion in 2005 versus HUF 56.6 billion in 2004).

Personne! expenses rose by HUF 1.4 billion, or 5.8% - mainly as a result of the cost implications of the
salary increase — while their relative weight within total costs increased from 42.5% to 45.7%.

The amalgamation of two subsidiaries (Gondnok Kit. and Beruhazd Kft.) into the Bank effective 1 July
2004 had a major impact on assets and thus also on depreciation, which rose by HUF 1.8 billion, or
34.6%. .

Other costs remained HUF 4.1 billion (14.9%) the year-earlier figure even though this cost group
includes the expenses related to the new logo and image introduced on 1 June 2005. The key factors
behind the drop in costs are as follows: IT and property rent (HUF 4.0 billion), expenses linked to
business activities (HUF -0.5 billion} and consulting (HUF -0.7 billion). Rent was influenced by the
above-mentioned amalgamation of the Bank's two subsidiaries {in parallel with that, there was a
HUF 1.8 billion rise in depreciation recognized). As for expenses linked to business activities, the
expenses related to any collateral pledged to secure retail loans have been borne directly by the
clients since 2005, while the costs related to debt collection have been removed from among operating
costs.
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2. The Bank’s operating environment

As part of its branch capital expenditure program the Bank completed 16 branch investment projects;
another 10 branches are under construction and expected to be completed in the first quarter of 2008.
The interior and exterior image of the entire branch network was transformed pursuant to the
principles of re-branding, and 58 ATM-related capital investment projects were implemented. In 2005
{and January 2008) all branches were equipped with an uninterrupted power supply.

7 real estate properties were sold during the year, 3 properties were returned to the lessors and 10
new properties were leased in order to open new branches.

In information technology, the most important tasks of the year were as follows:

«  Continuing the implementation of the Equation/EBA integrated system and archiving the systems
replaced.

e Implementing developments in line with business objectives, providing support for product
development and service expansion.

¢ Increasing the degree of regulation, creating safer and more secure operating conditions.

The Bank began the migration of corporate and premium clients and thus the gradual replacement of
the ManTec and Midas/HFS systems. We also continued with the data warehouse project started in
the previous year as well as the functional expansion of the Treasury systems (Murex and Zeus), the
automation of funds transfers related to securities transactions, and the implementation of e-banking
and Mobilinfo access to investment services.
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