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HVB Bank Slovakia a.s.

Balance sheet at 31 December 2006

2006 2005
Notes Sk ‘000 Sk ‘000
Assets
Cash and cash equivalents 6 14,196,471 25,555,187
Trading assets 8 1,737,336 1,305,583
Derivative assets held for risk management 9 146,28 16,450
Loans and advances to banks 10 3,441,123 2,243,795
Loans and advances to custor 11 45,051,47 37,3€2,70¢
Investmer securitie 13 7,251,591 8,953,31.
Investments in subsidiaries 14 - 64,926
Property and equipment 15 280,681 404,633
Corporate income tax receivable 20 - 12,592
Deferred tax asset 25 31,689 29,722
Other assets 41,954 33,693
72,178,603 75,982,598
Liabilities
Trading liabilities 8 728,169 254,816
Derivative liabilities held for risk management 9 3,823 12,189
Deposits by banl 16 18,572,61 33,000,36:
Customer accour 17 38,020,72 29,584,63
Loans received 18 3,519,197 2,819,342
Debt securities in issue 19 2,280,753 2,023,120
Corporate income tax payable 20 2,247 -
Provisions 21 217,410 216,354
Other liabilities 336,807 117,906
63,730,951 68,028,724
Share capital and reserves
Share capital 22 2,576,250 2,576,250
Reserves 23 5,871,402 5,377,624
Share capital and reserves 8,447,652 7,953,874
72,178,603 75,982,598
Off balance sheet items 24 52,055,009 42,117,690

The separate financial statements, which inclugeribtes on pages 8 to 52, were approved by the
Board of Directors on 19 February 2007 and signedsobehalf by:

Friedrich Plail
Member of Bmard of Directors

Helmut Horvath
Member of the Board of Directors



HVB Bank Slovakia a.s.

Income statement
Year ended 31 December 2006

2006 2005
Notes Sk ‘000 Sk ‘000
Interest receivable and similar income
arising from debt securiti 26 3,249,00: 2,638,62.
Interest payab 27 (1,904,571 (1,414,940
Net interest income 1,344,432 1,223,683
Fees and commissions revable 422,02° 381,66(
Fees and commissions paye (88,630 (75,305
Net trading income 439,430 465,696
Other operating expense (8,783)
Operating income 2,108,476 1,995,734
Administrative expenses 28 (914,453) (821,015)
Depreciation 15 (121,078) (179,614)
Operating expenditure (1,035,531) (1,000,629)
Operating profit before impairment
losses and provisions 1,072,945 995,105
Impairment losses on loans and advances 12 (216,198 1,586
Impairment losses on investment securities 13 10 2,710)
Impairment losses on investments in subsidiaries 14 22,440 (32,440)
Impairment losses on property and equipr 15 (73,341 -
Provision: 21 (7,082 (151,011
Profit before taxation 799,774 810,530
Income tax expense 29 (171,840) (87,436)
Profit after taxation 627,934 723,094
Basic and diluted earnings per share (expressed
in Sk per share) 30 2,437 2,807

The notes on pages 8 to 52 are an integral painest separate financial statements.



HVB Bank Slovakia a.s.

Statement of changes in shareholder’s equity

Year ended 31 December 2006

At 1 January 200¢
Transfer

Net gain on available
for-sale assets, net of tax

Net gain from cash flow
hedge, net of tax

Profit for 2005

At 31 December 200
Transfers

Net loss on available
for-sale assets, net of tax

Net gain from cash flow
hedge, net of tax

Profit for 2006

At 31 December 200

Legal Reval- Cash flow
Retainec reserve uation hedge Capital
earnings fund reserve reserve fund Total
Sk ‘00C Sk ‘00C Sk ‘00C Sk ‘00C Sk ‘00C Sk ‘00C
4,030,587 365,163 177,199 - 18,472 7,167,671
(50,945 50,94t - - -
- - 59,657 - - 59,657
- - - 3,452 - 3,452
723,094 - - - - 723,094
4,702,736 416,108 236,856 3,452 7,4 7,953,874
(75,287) 75,287 - - - -
- - (207,670) - - (207,670)
- - - 73,514 - 73,514
627,934 - - - - 627,934
5,255,383 491,395 29,186 76,966 18,472 8,447,652

See also notes 22 and 23 for details of movemargldreholder’s equity accounts during the year.

The notes on pages 8 to 52 are an integral painese separate financial statements.



HVB Bank Slovakia a.s.

Cash flow statement
Year ended 31 December 2006

Notes

Cash flows from operating activities
Profit before changes in operating assets

and liabilities 31
Increas in trading asse
Increase in derivative assets held for risk

management
(Increase)/decrease in loans and advances to banks
Increase in loans and advances to

customers
(Increase)/decrease in other assets
Increas in trading liabilities
Increase in derivative liabilities held for

risk management
(Decrease)/increase in deposits by banks
Increase in customer accounts
(Increase)/decrease in other liabilities
Income tax paid

Net cash from/( used in) operating activities

Cash flows from investing activities
Disposal/(acquisition) of investment securities
Disposal/(acquisition) of investments in subsidiari
Proceeds from sale of property and equipment
Purchase f property and equipme

Net cash from/ (used in) investing activities

Cash flows from financing activities
Loans received
Issue of debt securitie

Net cash from financing activities

Net (decrease)/increase in cash and cash equivalent
Cash and cash equivalents at

beginning of year
Cash and cash equivalents

at end of year 6

2006 2005
Sk ‘000 Sk ‘000
1,174,20 1,154,04
(431,753 (225,205
(56,318) (12,998)
(1,197,328) 2,218,581
(7,903,963) (6,317,808)
(8,261) 121,070
473,35! 27,85:
40,834 12,189
(14,48y,7 7,882,854
8,436,093 1,799,710
218,901  (108,709)
(168,484) (217,181)
(13,850,465) 6,334,401
1,503,571 (829,135)
87,366 (43,297)
68,17 187,385
(124,846 (278,260
1,534,26. (963,307)
699,855 1,027,790
257,63 1,010,23
957,48¢ 2,038,02!
(11,358,71€ 7,409,12|
25,555,187 18,146,067
14,196,471 25,555,187

The notes on pages 8 to 52 are an integral painesk separate financial statements.



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

1. General information

HVB Bank Slovakia a.s. is a wholly-owned subsidiasy Bank Austria AG, Vienna, a bank
incorporated in Austria. The ultimate parent conypas Bayerische Hypo-und Vereinsbank
Aktiengesellschaft Munich, a bank incorporated ari@any.

At 31 December 2006, the Bank had the followings#dibry (a company incorporated in the Slovak
Republic):

Holding
Name Activity %
HVB Factoring s.r.o. Factoring and forfeiting 80

The principal activities of the Bank are the pramisof banking and financial services to commercial
and private customers resident mainly in the SldrRefublic.

Following the merger of UniCredito Italiano and tBayerische Hypo- und Vereinsbank group in
2005, it is expected that HVB Bank Slovakia a.dl wiegrate with UniBanka, a.s. during 2007.

The Bank operates through a network of 27 branchésere are six branches located in Bratislava,
two branches in KoSice, two branches in Banskar®gstand one branch each in Dunajska Streda,
Malacky, Martin, Michalovce, Liptovsky Mikulas, kanec, Nitra, Nové Zamky, Pighy, Poprad,
Predov, Prievidza, Senica, Téém Trnava, Zvolen and Zilina.

2. Basis of preparation

(a) Statement of compliance

The financial statements have been prepared inrdacoe with International Financial Reporting
Standards ('IFRS’) as adopted by the European Union

These financial statements are prepared as seprateial statements for Slovak statutory purposes
and for the information of the shareholder of teB

These are the Bank’s first separate financial statés and IFRS 1 has been applied.

An explanation of how the transition to IFRSs h#ecied the reported financial position, financial
performance and cash flows of the Bank is providetie note 39.

(b) Basis of measurement

The financial statements have been prepared omshaical cost basis except for the following:

e derivative financial instruments are measured iatv&ue
* financial instruments at fair value through prafitloss are measured at fair value
e available-for-sale financial assets are measuréairatalue.

(c) Functional and presentation currency
These financial statements are presented in Slokakns, which is the Bank’s functional currency.

Except as indicated, financial information presdriteSlovak crowns has been rounded to the nearest
thousand.



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

2. Basis of preparationcontinued
(d) Use of estimates and judgements

The preparation of financial statements requiresiagament to make judgements, estimates and
assumptions that affect the application of accogntpolicies and reported amounts of assets,
liabilities, income and expenses. Actual resulty differ from these estimates.

Estimates and underlying assumptions are reviewedro ongoing basis. Revisions to accounting
estimates are recognised in the period in whichesi@émate is revised and in any future periods
affected.

In particular, information about significant arezfsestimation uncertainty and critical judgements i
applying accounting policies that have the moshiant effect on the amounts recognised in the
financial statements are described in notes 4 &nd 3

(e) Comparative figures

The comparative figures have been regrouped oassifled, where necessary, on a basis consistent
with the current period.

3. Significant accounting policies

The accounting policies set out below have beetieapponsistently to all periods presented in these
financial statements and in preparing an openiiRfSiBalance sheet at 1 January 2005 for the purposes
of the transition to IFRSs.

(a) Foreign currency

Foreign currency transactions

Transactions denominated in foreign currenciegdrareslated into Slovak crowns at the exchange rates
ruling on the base of the transaction. Monetaryetssand liabilities are translated at the rates of
exchange ruling on the balance sheet date. Alltiegwgains and losses are recorded in Dealingitsrof

in the income statement.

(b) Interest

Interest income and expense are recognised imdoene statement using the effective interest method
The effective interest rate is the rate that eyadicounts the estimated future cash payments and
receipts through the expected life of the finaneis$et or liability (or, where appropriate, a séiort
period) to the carrying amount of the financial easer liability. The effective interest rate is
established on initial recognition of the finan@aket and liability and is not revised subsequentl

The calculation of the effective interest rate inigs all fees paid or received, transaction cestd,
discounts or premiums that are an integral parthef effective interest rate. Transaction costs are
incremental costs that are directly attributabléhio acquisition, issue or disposal of a finana&det or
liability

Interest income and expense on all trading assetdiabilities are considered to be incidentaltie t
Bank’s trading operations and are presented, tegettih all other changes in the fair value of trad
assets and liabilities, in net trading income.



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(c) Fees and commission

Fees and commission income and expenses thattageahto the effective interest rate on a finahcia
asset or liability are included in the measurenoéibhe effective interest rate.

Other fees and commission income, including acceenticing fees, investment management fees,
sales commission, placement fees and syndicaties, fare recognised as the related services are
performed. When a loan commitment is not expectedesult in the drawn-down of a loan, loan
commitment fees are recognised on a straight-lagéshover the commitment period.

Other fees and commission expense relates mairthatgaction and service fees, which are expensed
as the services are received.

(d) Net trading income

Net trading income comprises gains less lossetetkta trading assets and liabilities, and inclualés
realised and unrealised fair value changes, irtedesdends and foreign exchange differences.

(e) Dividends

Dividend income is recognised when the right teehee income is established. Usually this is the ex-
dividend date for equity securities.

(f) Lease payments made

Payments made under operating leases are recognisieel income statement on a straight-line basis
over the term of the lease. Lease incentives redesve recognised as an integral part of the ledale
expense, over the term of the lease.

Minimum lease payments made under the finance demseapportioned between the finance expense
and the reduction of the outstanding liability. Tirence expense is allocated to each period during
the lease term so as to produce a constant perniaticof interest on the remaining balance of the

liability. Contingent lease payments are accoutfibedoy revising the minimum lease payments over

the remaining term of the lease when the leasestaid@nt is confirmed.

(g) Income tax expense

Income tax expense comprises current and defemedlhcome tax expense is recognised in the
income statement except to the extent that iteslad items recognised directly in equity, in whieise
it is recognised in equity.

Current tax is the expected tax payable on thebtaxacome for the year, using tax rates enacted or
substantively enacted at the balance sheet date,aap adjustment to tax payable in respect of
previous years.

Deferred tax is provided using the balance she¢tade providing for temporary differences between
the carrying amounts of assets and liabilitiesfiftaincial reporting purposes and the amounts used f
taxation purposes. Deferred tax is measured atakeates that are expected to be applied to the
temporary differences when they reverse, basechedaiws that have been enacted or substantively
enacted by the reporting date.

A deferred tax asset is recognised only to thengxhat it is probable that future taxable profiif be

available against which the asset can be utiliBederred tax assets are reviewed at each repattitey
and are reduced to the extent that it is no lopgapable that the related tax benefit will be eedi.

10



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(g) Income tax expense continued

Additional income taxes that arise from the disttibn of dividends are recognised at the same &ime
the liability to pay the related dividend is recsg.

(h) Financial assets and liabilities

(i) Recognition

The Bank initially recognises loans and advanceppdits by banks, customer accounts, loans received
and debt securities in issue on the date thatdheyriginated. All other financial assets andiliadés
(including assets and liabilities designated at\Walue though profit or loss) are initially recaggd on

the trade date at which the Bank becomes a pathetoontractual provisions of the instrument.

(i) Derecognition

The Bank derecognises a financial asset when thgaaual rights to the cash flows from the asset
expire, or it transfers the rights to receive tlmtcactual cash flows on the financial asset in a
transaction in which substantially all the riskdaewards of ownership of the financial asset are
transferred. Any interest in transferred finanaakets that is created or retained by the Bank is
recognised as a separate asset or liability.

The Bank derecognises a financial liability whesxdbntractual obligations are discharged, cancelled
or expire.

The Bank enters into transactions whereby it tenssissets recognised on its balance sheet, hirtset
either all risks and rewards of the transferreetsssr a portion of them. If all or substantiallyrégsks

and rewards are retained, then the transferredsasse not derecognised from the balance sheet.
Transfers of assets with retention of all or sutiiddly all risks and rewards include, for example,
securities lending and repurchase transactions.

The Bank also derecognises certain assets wheritésvoff balances pertaining to the assets deemed
to be uncollectible.

(iii) Offsetting

Financial assets and liabilities are set off arelnit amount presented in the balance sheet when, a
only when, the Bank has a legal right to set oéf dimounts and intends either to settle on a né bas
to realise the asset and settle the liability sieandously.

Income and expenses are presented on a net bégiwlen permitted by the reporting standards, or
for gains and losses arising from a group of sinifansactions such as in the Bank’s trading &gtivi

(iv) Amortised cost measurement

The amortised cost of a financial asset or ligbiktthe amount at which the financial asset dbillity

is measured at initial recognition, minus princip@payments, plus or minus the cumulative
amortisation using the effective interest method amly difference between the initial amount
recognised and the maturity amount, minus any téstuéor impairment.

(v) Fair value measurement

The determination of fair values of financial assand financial liabilities is based on quoted reark
prices or dealer price quotations for financialtimsients traded in active markets. For all other
financial instruments, fair value is determined uming valuation techniques. Valuation techniques
include net present value techniques, the discdumish flow method, comparison to similar
instruments for which market observable-prices teaigd valuation models. The Bank uses widely
recognised valuation models for determining the ¥alue of the more common financial instruments
like options and interest rate and currency swaps.these financial instruments, inputs into models
are market observable.

11



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(h) Financial assets and liabilities continued

(vi) Identification and measurement of impairment

At each balance sheet date, the Bank assessesewltathe is objective evidence that financial asset
not carried at fair value through profit or losse dmpaired. Financial assets are impaired when
objective evidence demonstrates that a loss exanbbcurred after the initial recognition of theeds
and that the loss event has an impact on the faask flows of the asset that can be reliably edéoh

The Bank considers evidence of impairment at botlpacific asset and collective level. All
individually significant financial assets are assek for specific impairment. All significant assets
found not to be specifically impaired are then edilvely assessed for any impairment that has been
incurred but not yet identified. Assets that areindividually significant are then collectivelysessed

for impairment by grouping together financial assétarried at amortised cost) with similar risk
characteristics.

Objective evidence that financial assets (includiggity securities) are impaired can include defawul
delinquency by a borrower, restructuring of a laanadvance by the Bank on terms that the Bank
would not otherwise consider, indications that ardwer or issuer will enter bankruptcy, the
disappearance of an active market for a securnitptlter observable data relating to a group oftasse
such as adverse changes in the payment statusrafwess or issuers in the group, or economic
conditions that correlate with defaults in the grou

In assessing collective impairment, the Bank udasisécal modelling of historical trends of the
probability of default, timing of recoveries andtamount of loss incurred, adjusted for managemment’
judgement as to whether current economic and cratitlitions are such that the actual losses are
likely to be greater or less than suggested byoticstl modelling. Default rates, loss rates and the
expected timing of future recoveries are regulagnchmarked against actual outcomes to ensure that
they remain appropriate.

Impairment losses on assets carried at amortisetl are measured as the difference between the
carrying amount of the financial asset and theeresalue of estimated future cash flows discounted

at the assets’ original effective interest ratesdas are recognised in the income statement and
reflected in an allowance account against loansaatvéinces. Interest on the impaired asset continues
to be recognised through the unwinding of the disto

When a subsequent event causes the amount of mg#iloss to decrease, the impairment loss is
reversed through the income statement.

Impairment losses on available-for-sale investmesturities are recognised by transferring the
difference between the amortised acquisition caost @urrent fair value out of equity to the income
statement. When a subsequent event causes the taofidmpairment loss on an available-for-sale debt
security to decrease, the impairment loss is redetisrough the income statement.

However, any subsequent recovery in the fair vafugn impaired available-for-sale equity securdty i
recognised directly in equity. Changes in impairtrgovisions attributable to time value are refbett
as a component of interest income.

(i) Cash and cash equivalents

Cash and cash equivalents comprises cash, untedtimlances held with the National Bank of
Slovakia and highly liquid financial assets witligimal maturities of less than three months, wracé
subject to insignificant risk of changes in theiir fvalue and are used by the Bank in the managemen
of short-term commitments. Cash and cash equivalare carried at amortised cost in the balance
sheet.

12



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
() Trading assets and liabilities

Trading assets and liabilities are those assetdianitities that the Bank acquires or incurs pijradly
for the purpose of selling or repurchasing in tlamterm, or holds as part of a portfolio that is
managed together for short-term profit or positiaking.

Trading assets and liabilities are initially rectsgal and subsequently measured at fair value in the
balance sheet with transaction costs taken dirégtlgcome. All changes in fair value are recogtise
as part of net trading income in the income statémirading assets and liabilities are not recfeeski
subsequent to their initial recognition.

(k) Derivatives held for risk management purposes

Derivatives held for risk management purposes aelall derivative assets and liabilities that aoé n
classified as trading assets or liabilities. Detings held for risk management purposes are medsre
fair value in the balance sheet. The treatment feinges in their fair value depends on their
classification into the following categories:

(i) Fair value hedge

When a derivative is designated as a hedge ofttaege in fair value of a recognised asset or ligbil
or a firm commitment, changes in the fair valuehef derivative are recognised immediately in income
together with the changes in the fair value ofttdged item that are attributable to the hedgéd(ins
the same income statement line item as the hedge. i

If the derivative expires or is sold, terminated egercised, no longer meets the criteria for Yaiue
hedge accounting, or the designation is revokedgé@ccounting is discontinued. Any adjustment up
to that point to a hedged item for which the efiexinterest method is used is amortised to incame
part of the recalculated effective interest ratéhefitem over its remaining life.

(i) Cash flow hedge

When a derivative is designated as a hedge ofdhiabhility in cash flows attributable to a partiaul

risk associated with a recognised asset or lighdlita highly probable forecast transaction thatid¢o
affect income, the effective portion of changethim fair value of the derivative are recogniseectiy

in equity. The amount recognised in equity is reetband included in income in the same period as
the hedged cash flows affect the income statemadgnthe same income statement line as the hedged
item. Any ineffective portion of changes in therfealue of the derivative is recognised immediately

the income statement.

If the derivative expires or is sold, terminated,esercised, or no longer meets the criteria fahca
flow hedge accounting, or the designation is redpkken hedge accounting is discontinued and the
amount recognised in equity remains in equity uthté forecast transaction affects income. If the
forecast transaction is no longer expected to odtwn hedge accounting is discontinued and the
balance in equity is recognised immediately initft®@me statement.

(iii) Other non-trading derivatives

When a derivative is not held for trading and i$ designated in a qualifying hedge relationship, al
changes in its fair value are recognised immediateincome as a component of net income on the
other financial instruments carried at fair value.

13



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(k) Derivatives held for risk management purposesantinued

(iv) Embedded derivatives

Derivatives may be embedded in another contrachmelngement (a ‘host contract’). The Bank
accounts for embedded derivatives separately frnhbst contract when the host contract is naf itse
carried at fair value through income, and the ottersstics of the embedded derivative are not blear
and closely related to the host contract. Separatesedded derivatives are accounted for depending
on their classification, and are presented in #ilarice sheet together with the host contract.

(I) Loans and advances

Loans and advances are non-derivative financiatasith fixed or determinable payments that are
not quoted in an active market and that the Bardsdwt intend to sell immediately or in the near
term.

When the Bank is the lessor in a lease agreemantrénsfers substantially all of the risks andaeis
incidental to ownership of an asset to the legbeeagreement is presented within loans and adsance

When the Bank purchases a financial asset and tsinedusly enters into an agreement to resell the
asset (or a substantially similar asset) at a fipeide on a future date (‘reverse repo or stock
borrowing’), the agreement is accounted for asam lor advance, and the underlying asset is not
recognised in the Bank’s financial statements.

Loans and advances are initially measured at fainevplus incremental direct transaction costs and
subsequently measured at their amortised cost tisingffective interest method.

(m) Investment securities

Investment securities are initially measured at ¥alue plus incremental direct transaction cosi$ a
subsequently accounted for depending on theirifitzetfon as either held-to-maturity or availablef
sale.

(i) Held-to-maturity

Held-to-maturity investments are non-derivativeegssvith fixed or determinable payments and fixed
maturity that the Bank has the positive intent aduility to hold to maturity and which are not
designated at fair value through profit or losaeailable-for-sale.

Held-to-maturity investments are carried at amedisost using the effective interest method. Ang sa
or reclassification of a significant amount of h&ddmaturity investments not close to their magurit
would result in the reclassification of all held#mturity investments as available-for-sale and/emé
the Bank from classifying investments securitiedhelsl-to-maturity for the current and the following
two financial years.

(ii) Available-for-sale

Available-for-sale investments are non-derivativeestments that are not designated as another
category of financial assets. Unquoted equity seesrwhose fair value cannot be reliably measured
are carried at cost. All other available-for-saleeistments are carried at fair value.

Interest income is recognised in income using tfieceéve interest method. Dividend income is
recognised in income when the Bank becomes entitlethe dividend. Foreign exchange gains or
losses on available-for-sale debt security investaare recognised in income.

Other fair value changes are recognised directiyguity until the investment is sold or impairedlian
the balance in equity is recognised in income.

14



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(n) Investments in subsidiaries

Subsidiaries are those enterprises controlled &yB#mk. Control exists when the Bank has the power,
directly or indirectly, to govern the financial algherating policies of an enterprise so as to abtai
benefits from its activities. In assessing contpotiential voting rights that presently are exexble are
taken into account. The Bank recognises sharesubsidiaries valued at acquisition cost less
impairment.

(o) Property and equipment

(i) Recognition and measurement
Items of property and equipment are measured atless accumulated depreciation and impairment
losses.

Cost includes expenditures that are directly aiteible to the acquisition of the asset. Purchased
software that is integral to the functionality d¢fetrelated equipment is capitalised as part of that
equipment.

When parts of an item of property or equipment hdWierent useful lives, they are accounted for as
separate items (major components) of property guienent.

(i) Subsequent costs

The cost of replacing part of an item of propentyequipment is recognised in the carrying amount of
the item if it is probable that the future econorbanefits embodied within the part will flow to the
Bank and its cost can be reliably measured. Thésanisthe day-to-day servicing of property and
equipment are recognised in income as incurred.

(iii) Depreciation
Depreciation is recognised in income on a strdliglet-basis over the estimated useful lives of each

part of an item of property and equipment. Leasex®ts are depreciated over the shorter of the lease
term and their useful lives. Land is not deprediate

The estimated useful lives for the current and canafive periods are as follows:

Rates
Buildings 2%
Furniture, fittings and equipment 5% - 25%
Motor vehicles 12.5%
Software 25%

Depreciation methods, useful lives and residualesbre reassessed at the reporting date.

(p) Leased assets

Leases under which the Bank assumes substantithllhea risks and rewards of ownership, are
classified as finance leases. On initial recognititie leased asset is measured at an amount tequal
the lower of its fair value and the present valighe minimum lease payments. Subsequent to initial
recognition, the asset is accounted for in accar@avith the accounting policy applicable to theteds

All other leases are operating leases and the deassets are not recognised on the Bank’s balance
sheet.

15



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(q) Impairment of non-financial assets

The carrying amounts of the Bank’s non-financialeds, other than deferred tax assets, are reviatved
each reporting date to determine whether theraysradication of impairment. If any such indication
exists then the asset’s recoverable amount is a&tn

An impairment loss is recognised if the carryingoamt of an asset or its cash-generating unit exxeed
its recoverable amount. A cash-generating unihé dmallest identifiable asset group that generates
cash flows that largely are independent from oétssets and groups.

Impairment losses are recognised in income. Impaitmosses recognised in respect of cash-
generating units are allocated first to reducectimeying amount of any goodwill allocated to thétsin
and then to reduce the carrying amount of the odlssets in the unit (group of units) ompra rata
basis.

The recoverable amount of an asset or cash-gemgnatit is the greater of its value in use andaits
value less cost to sell. In assessing value inthsegstimated future cash flows are discountetiem
present value using a pre-tax discount rate tHkgcte current market assessments of the time \aflue
money and the risk specific to the asset.

Impairment losses recognised in prior periods asessed at each reporting date for any indications
that the loss has decreased or no longer existamfiairment loss is reversed if there has been a
change in the estimates used to determine the eeglole amount. An impairment loss is reversed only
to the extent that the asset's carrying amount dm¢sxceed the carrying amount that would have
been determined, net of depreciation or amortieatfco impairment loss had been recognised.

(r) Deposits, customer accounts, debt securities issue and loans received

Deposits, customer accounts, debt securities ireiasid loans received are the Bank’s sources df deb
funding.

When the Bank sells a financial asset and simuttaslg enters into a ‘repo’ or ‘stock lending’
agreement to repurchase the asset (or a similat)agsa fixed price on future date, the arrangerizen
accounted for as a deposit, and the underlying assginues to be recognised in the Bank’s findncia
statements.

Deposits, customer accounts, debt securities irejssnd loans received are initially measured iat fa
value plus transaction costs, and subsequently urezhsat their amortised cost using the effective
interest method.

(s) Provisions

A provision is recognised if, as a result of a pagnt, the Bank has a present legal or consteictiv
obligation that can be estimated reliably, ang jpriobable that an outflow of economic benefits bel
required to settle the obligation. Provisions aetedmined by discounting the expected future cash
flows at a pre-tax rate that reflects current madssessments of the time value of money and, where
appropriate, the risks specific to the liability.

A provision for restructuring is recognised where tBank has approved a detailed and formal

restructuring plan, and the restructuring eithesy t@mmenced or has been announced publicly. Future
operating costs are not provided for.
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HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(s) Provisions continued

A provision for onerous contracts is recognised mtie expected benefits to be derived by the Bank
from a contract are lower than the unavoidable obsheeting the obligations under the contract. The
provision is measured at the present value ofdated of the expected cost of terminating the catra
and the expected net cost of continuing with thetremt. Before a provision is established, the Bank
recognises any impairment loss on the assets assdaiith that contract.

(t) Employee benefits

(i) Defined contribution plans
Obligations for contributions to defined contrilmrtipension plans are recognised as an expense in th
income statement when they are due.

(i) Termination benefits

Termination benefits are recognised as an expehse the Bank is demonstrably committed, without
realistic possibility of withdrawal, to a formaltdéded plan to terminate employment before the radrm
retirement date.

(iii) Short-term benefits
Short-term employee benefits obligations are meakon an undiscounted basis and are expensed as
the related service is provided.

A provision is recognised for the amount expectethé¢ paid under short-term cash bonus or profit-
sharing plans if the Bank has a present legal nstcoctive obligation to pay this amount as a ttesiul
past service provided by the employee and the afidig can be reliably estimated.

(u) Earnings per share

The Bank presents basic and diluted earnings meegtEPS’) data for its ordinary shares. Basic EPS
is calculated by dividing the profit or loss attriable to ordinary shareholder of the Bank by the
weighted average number of ordinary shares outstgrtliring the period. Diluted EPS is determined

by adjusting the profit or loss attributable to ioedy shareholder and the weighted average nunfber o
ordinary shares outstanding for the effects ofdihytive potential ordinary shares.

(v) Segment reporting

A segment is a distinguishable component of thekBhat is engaged either in providing products or
services (business segment), or in providing prisdur services within a particular economic
environment (geographical segment), which is sulifedsks and rewards that are different from ¢éhos
of other segments. The Bank’s primary format f@rmsent reporting is based on business segments.

(x) New standards and interpretations not yet adopd

A number of new standards, amendments to standaudisnterpretations are not yet effective for the
year ended 31 December 2006, and have not beeledpppreparing these financial statements:

* |FRS 7Financial Instruments: Disclosures, effective from 1 January 2007, will require incsed
disclosure in respect of the Bank’s financial instents. This supersedes IAS Bisclosures in
the Financial Statements of Banks and Similar Financial Ingtitutions and is applicable to all
entities that prepare financial statements in ataoce with IFRSIVlanagement considers that the
significant additional disclosures will be requireth the Bank’s financial risk management
objectives, policies and processes.
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HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

3. Significant accounting policiegontinued
(x) New standards and interpretations not yet adogd continued

* Amendment to IAS Presentation of Financial Statements — Capital Disclosures, effective from
1 January 2007. As a complementary amendment riging IFRS 7 (see above), the standard will
require increased disclosure in respect of the Bawchpital. This amendment will require
significantly greater disclosure regarding the tatructure of the Bank.

e IFRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting in
Hyperinflationary Economies addresses the application of IAS 29 when an ecorfostyoecomes
hyperinflationary and, in particular, the accougtifor deferred tax. IFRIC 7, which becomes
mandatory for 2007 financial statements, is noteeigd to have any impact on the Bank’s
financial statements.

* |FRIC 8 Scope of IFRS 2 Share-based Payment addresses the accounting for share-based payment
transactions in which some or all of goods or smwireceived cannot be specifically identified.
IFRIC 8 will become mandatory for the 2007 finaha&tements, with retrospective application
required. IFRIC 8 is not expected to have any impacdhe Bank’s financial statements.

* |FRIC 9 Reassessment of Embedded Derivatives requires that a reassessment of whether embedded
derivative should be separated from the underlyiogt contract should be made only when there
are changes to the contract. IFRIC 9, which becamedatory for the 2007 financial statements, is
not expected to have any impact on the Bank’s irdistatements.

* |FRIC 10 Interim Financial Reporting and Impairment prohibits the reversal of an impairment
loss recognised in a previous interim period inpees of goodwill, an investment in an equity
instrument or a financial asset carried at cosRIG-10 will become mandatory for 2007 financial
statements and is not expected to have any impattteoBank’s financial statements.

4. Use of estimates and judgements

Management discussed with the Audit Committee tbeebpment, selection and disclosure of the
Bank'’s critical accounting policies and estimates] the application of these policies and estimates

These disclosures supplement the commentary ondigarisk management.
Key sources of estimation uncertainty
Allowances for credit losses

Assets accounted for at amortised cost are evaldatémpairment on a basis described in accounting
policy 3 (h)(iv).

The specific counterparty component of the totivednces for impairment applies to claims evaluated
individually for impairment and is based on managetis best estimate of the present value of the
cash flows that are expected to be received. Iilmashg these cash flows, management makes
judgements about a counterparty’s financial sitratind the net realisable value of any underlying
collateral. Each impaired asset is assessed oneités and the workout strategy and estimate dfi cas
flows considered recoverable are independentlyamut by the Credit Risk Management.
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HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

4. Use of estimates and judgementsntinued

Collectively assessed impairment allowances coveditlosses inherent in portfolios of claims with
similar economic characteristics when there is dbje evidence to suggest that they contain implaire
claims, but the individual impaired items cannot lye identified. In assessing the need for colecti
loan loss allowances, management considers factoh as credit quality, portfolio size,
concentrations and economic factors. In order tonese the required allowance, assumptions are
made to define the way inherent losses are modalhedto determine the required input parameters
based on historical experience and current econawitlitions. The accuracy of the allowances
depends on how well these estimate future cashsflimw specific counterparty allowances and the
model assumptions and parameters used in detegrinitective allowances.

Determining fair values

The determination of fair value for financial assand liabilities for which there is no observable
market price requires the use of valuation tectesgas described in accounting policy 3 (h)(v). For
financial instruments that trade infrequently aravén little price transparency, fair value is less
objective and requires varying degrees of judgerdepending on liquidity, concentration, uncertainty
of market factors, pricing assumptions and otheksraffecting the specific instrument.

Critical accounting judgements in applying the Banks accounting policies
Critical accounting judgements made in applyingBlaak’s accounting policies include:
Financial asset and liability classification

The Bank’s accounting policies provide scope farets and liabilities to be designated on inception
into different accounting categories in certairtginstances:

* In classifying financial assets or liabilities asatling’, Management has determined that the Bank
meets the description of trading assets and lisdslset out in accounting policy 3 (j).

* In classifying financial assets as held-to-maturilanagement has determined that the Bank has
both the positive intention and ability to hold thssets until their maturity date as required by
accounting policy 3 (m)(i).

5. Segment reporting

Segment reporting is presented in respect of thekBabusiness segments. The Bank principally
operates in Slovakia. Operations outside Slovaldanat significant.

Measurement of segment assets and liabilities @gmnent revenues and results is based on the
accounting policies set out in the accounting pgolimtes. Transactions between segments are
conducted at arm’s length.

Segment revenues, results, assets and liabilit@sde items directly attributable to a segmenivals
as those that can be allocated on a reasonable. hésallocated items comprise cash, taxes, other
assets and prepayments, provisions and otheritiesil

Business segments

a) Corporate banking — incorporating direct debit [faes, current accounts, deposits, overdrafts,
loans and other credit facilities

b) International markets — incorporating depositseifgm currency and derivative products; and

¢) Retail banking — incorporating private customerrent accounts, savings, deposits, credit and
debit cards, customer loans and mortgages.
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HVB Bank Slovakia a.s.

Notes to the separate financial statements

Year ended 31 December 2006

5. Segment reportingcontinued

Corporate banking

International markets Retail banking Unallocated Bank
2006 2005 2006 2005 2006 2005 2006 2005 6200 2005
Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 SkoO Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000

Interest receivable and similar

income arising from debt

securities 1,241,506 1,014,821 1,474,614 1,364,140 409,403 251,028 123,480 8,634 3,249,003 2,638,623
Interest payable (538,410) (336,035) (1,228,431)  (990,058) (137,730) (88,999) 152 (1,904,571) (1,414,940)
Net interest income 703,096 678,786 246,183 374,082 271,673 162,029 123,480 8,786 1,344,432 1,223,683
Fees and commissions

receivable 279,614 243,359 61,586 52,802 90,266 85,498 (9,439) - 422,027 381,659
Fees and commissions payable (62,220) (50,077) 4288 (3,635) (17,982) (17,594) (3,999) (88,630) (75,305)
Dealing profits 184,464 197,745 213,841. 226,784 41,125 34,10€ - 6,577 439,430 465,697
Other expense - 8,230 (7,576) - (1,207) - - - (8,783) -
Operating income 1,104,954 1,070,298 505,607 650,033 383,875 264,039 114,041 11,364 2,108,476 1,995,734
Administrative expenses (525,980) (438,624) (9%)8 (111,800) (292,576) (270,591) - (914,453) (821,015)
Depreciation (65,883) (107,676) (11,567) (2,311) (43,628) (69,627) - - (121,078) (179,614)
Operating expenditure (591,863) (546,300) (107,464) (114,111) (338)20 (340,218) - - (1,035,531) (1,000,629)
Operating profit before

impairment losses and

provisions 513,091 523,998 398,142 535,922 47,671 (76,179) 114,041 11,364 1,072,945 995,105
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Year ended 31 December 2006

5. Segment reportingcontinued

Corporate banking International markets Retail banking Unallocated Bank
2006 2005 2006 2005 2006 2005 2006 2005 6200 2005
Sk‘'000 Sk'000 Sk‘000 Sk'000 Sk'000 Sk‘'000 80 Sk‘000 Sk'000 Sk‘000

Impairment losses on loans

and advances (204,756) 27,083 (756) (9,686) (25,497) - - (215,198) 1,586
Impairment losses on

investment securities - - 10 - - - - (2,710) 10 (2,710)
Impairment losses on

investments in subsidiaries - - 22,440 (32,440) - - - 22,440 (32,440)
Impairment losses on

property and equipment - - - - - - (73,341) - (73,341) -
Provisions 53,653 (121,393) (14,625) (14,993) (60,735) - (7,082) (151,011)
Profit before taxation 361,98¢ 429,688 419,836 488,857 37,985 (116,669) (20,035) 8,654 799,774 810,530
Taxation (171,840) (87,436)
Profit after taxation 627,934 723,094
Other information:
Assets 41,910,276 36,592,544 26,134,427 35,660,835 3,822,749 2,873,701 311,151 855,468 72,178,603 75,982,593
Liabilities 28,823,649 21,796,094 25,197,628 38,203,029 9,301,895 9,789,313 8,855,431 194,162 72,178,603 75,982,593
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6. Cash and cash equivalents

2006 2005
Sk ‘000 Sk ‘000
Cash and balances at the central bank
(note 7) 7,026,757 20,251,579
Loans and advances to banks with contractual
maturity up to 3 months (note 10) 7,169,714 5,303,608
14,196,471 25,555,187
7. Cash and balances at the central bank
2006 2005
Sk ‘000 Sk ‘000
Balances with the National Bank of Sovakia:
Compulsory minimum reserve 1,741,735 1,083,697
Receivables from repurchase agreements 2,991,073 15,932,200
Other 3,615,906 3,993,157
8,348,714 21,009,054
Cash in hand 419,778 326,222
8,768,492 21,335,276
Less compulsory minimum reserve (note 10) (1,799),73 (1,083,697)
7,026,757 20,251,579

The compulsory minimum reserve balance is maintaineaccordance with the requirements of the
National Bank of Slovakia.

8. Trading assets and liabilities

2006 2005
Sk ‘000 Sk ‘000
Trading assets
Debt securities (a) 583,231 890,566
Derivative instruments (b) 1,154,105 415,017
1,737,336 1,305,583
Trading liabilities
Derivative instruments (b) 728,169 254,816
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8. Trading assets and liabilities continued

2006 2005
Sk ‘000 Sk ‘000
(a) Debt securities
Slovak government bonds 583,231 653,015
Foreign corporate securities - 237,551
583,231 890,566
(b) Derivative instruments
Contract/ 2006 Contract/ 2005
notional Fair value notional Fair value
amount Assets Liabilities amount Assets Liabilities
Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 Sk‘000 Sk‘000
Currency derivatives
Forward exchange
contracts 14,654,639 512,094 525,048 22,830,703 2,340 31,168
Currency and cross-
currency swaps 3,771,660 463,628 6,716 3,038,250 (7,871) -
Options 2,345,641 23,047 23,047 2,238,737 48,7 8,747
Interest rate
derivatives
Interest rate swa 17,093,33 129,27: 147,00: 4,435,96I 401,19° 204,40:-
Interest rate optiol 4,978,16! 26,06 26,06 2,270,88! 10,497 10,49’
Forward rate
agreements 1,800,000 - 293 4,100,000 107
44,643,439 1,154,105 728,169 38,914,530 415,01 254,816
9. Derivative assets and liabilities held for risknanagement
Contract/ 2006 Contract/ 2005
notional Fair value notional Fair value
amount Assett Liabilities amount Assett Liabilities
Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 Sk‘000 Sk‘000
Derivative instru-
ments held for risk
management
Designated as cash
flow hedges
Interest rate swaps 6,911,570 146,282 51,262 3,203,160 16,450 12,189
Designated as fair
value hedges
Interest rate swaps 500,000 - 1,761 - -
7,411,570 146,282 53,023 3,203,160 16,450 12,189
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10. Loans and advances to banks

Repayable on demand

Other loans and advances by remaining maturity:

- 3 months or les
- 1 year or less but over 3 mor
Compulsory minimum reserves (note 7)

Less amounts with contractual maturity
up to 3 months (note 6)

11. Loans and advances to customers

Repayable on dema
Other loans and advances to customers
by remaining maturity:
- 3 months or less
- 1 year or less but over 3 months
- 5 years or less but over 1 year
- over 5 years

Allowances for impairment (note 12)

25

2006 2005
Sk ‘000 Sk ‘000
861,646 336,221

6,924,66: 5,474,48
1,082,79: 653,00¢
1,741,735 83,607
10,610,83 7,547,40:
(7,169,714) (5,303,608)
3,441,123 2,243,795
2006 2005
Sk ‘000 Sk ‘000
10,15¢,78C 4,397,001
9,809,602 11,238,584
3,698,454 818516
12,306,726 638015
9,939,741 10,931,431
45,910,303 38,022,636
(858,832) (2=0)
45,051,471 37,362,706




HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

11. Loans and advances to custometsntinued

Loans and advances were made to customers inltbeiftg sectors:

2006 2005
Sk ‘000 Sk ‘000
Manufacturing compani 8,189,191 12,144,37
Trading companies 20,004,311 19,598,594
Other industries 14,114,032 3,413,384
Small businesses 299,470 135,769
Private individuals 3,303,300 2,730,513
45,910,303 38,022,636
Loans and advances were made to customers inltbeiftg countries:
2006 2005
Sk ‘000 Sk ‘000
Slovak Republic 45,332,890 35,487,788
Austria 333,232 413,674
Belarus 74,315 -
Czech Republic 56,110 58,277
Russia 35,501 -
Great Britain 24,560 -
German' 17,19: 116,88(
Croatic 11,24¢ 6,372
Netherlands 9,521 10,755
Cyprus - 1,892,022
Other 15,737 36,868
45,910,303 38,022,636
12. Impairment losses on loans and advances
The movements on impairment losses on loans arahads to customers were as follows:
2006 2005
Sk ‘000 Sk ‘000
At 1 January 659,930 664,462
Exchange rate movement (16,296) (2,946)
Charge for the year 215,198 (1,586)
At 31 December 858,832 659,930
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13. Investment securities

Debt securities held to maturity (a)
Debt securities available for sale
Equity shares available for s¢(c)

(a) Debt securities held to maturity

Slovak government securities
Slovak corporate and bank bonds
Foreign corporate bonds

2006
Sk ‘000

2,179,173
4,992,06!
80,35«

7,251,591
2006
Sk ‘000

1,515,378
663,795

2,179,173

2005
Sk ‘000

2,742,189
6,130,76:

80,35«

8,953,31.

2005
Sk ‘000

1,750,087
690,796

301,306

2,742,189

At 31 December 2006, the market value of held-teunity securities was Sk 2,269.5 million (2005:

Sk 2,953.4 million).

(b) Debt securities available for sale

Slovak government securities
Slovak corporatand bankbond:s

(c) Equity shares available for sale
Name

CAC Leasing Slovakia, a.s.
RVS, a.s.

SWIFT

Stern Education Foundation

Specific allowances for impairment

2006
Sk ‘000
3,489,167
1,502,90:
4,992,069
20C6
Activity Sk ‘000
Leasing 80,172
Congress and leisure 2,700
International funds
transfer 182
Charitable
foundation -
83,054
(2,700)
80,354
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2005
Sk ‘000

4,452,884

1,677,88

6,130,768

2005
Sk ‘000

80,172
2,700

182
10

83,064

(2,710)

80,354
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13. Investment securitiesontinued

The Bank owns 19.9% (2005: 19.9%) of the issuedtalapf CAC Leasing Slovakia, a.s. and
holdings in other companies are less than 1%. ExXoeBWIFT, which is registered in Belgium, all
companies are incorporated in the Slovak Republic.

During 2006 the Bank has disposed of its shardemSEducation Foundation.

The movements on specific allowances for impairneeninvestment securities were as follows:

2006 2005
Sk ‘000 Sk ‘000
At 1 Januey 2,71( -
(Release)harge for the yei (10) 2,71C
At 31 Decembe 2,700 2,71(
14. Investments in subsidiaries
2006 2005
Sk ‘000 Sk ‘000
HVB Factoring s.r.o. 10,000 10,000
HVB Immobilie spol. s.c - 56,11¢
HVB Finar¢né duzby spol. r.o. - 31,25(
10,00( 97,36¢
Specific allowances fompairmen (10,000 (32,440
- 64,92¢

At 31 December 2006, the investments in subsidiac@mprise 80% of the issued capital of HVB
Factoring s.r.0., a company incorporated in thesz&tdRepublic, which is engaged in factoring and
forfeiting. Based on a decision of the Bank, tlsseds and liabilities of HVB Factoring will be
transferred to the Bank on 1 January 2007.

Based on the decision of the Bank, HVB Immobiliev@kia spol. s r.o. and HVB Fin&mé sluzby
spol. s r.o. entered into liquidation on 1 Novem®@®d5 and 1 May 2006, respectively.

The movements on specific allowances for impairmemtinvestments in subsidiaries were as
follows:

2006 2005
Sk ‘000 Sk ‘000
At 1 January 32,44( -
(Release)/charge for the year (22,440) 32,440
At 31 Decembe 10,00( 32,44(
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15. Property and equipment

Furniture
fittings Assets
Land and and Motor not yet
buildings equipment vehicles Software in use Total
Sk ‘00C Sk ‘00C Sk ‘00C Sk ‘00C Sk ‘00C Sk ‘00C
Cosi
At 1 January 2005 196,612 553,183 25,783 569,381 43,618 1,388,577
Additions 31,661 79,211 1,263 59,824 106,301 78,260
Transfers - - - - - -
Disposal (29,793 (38,387 (10,209) (12,360 (148,404 (239,253
At 31 December 20( 198,48( 594,00 16,730 616,84! 1,51¢ 1,427,58:
At 1 January 2006 198,480 594,007 16,737 616,845 1,515 1,427,584
Additions 108 10,091 125 20,952 93,570 124,846
Transfer - - - - - -
Disposals (16,136) (249,701) (5,409) (34,153) (33,446) (338,845)
At 31 December 20( 182,45: 354,39 11,45 603,64« 61,63¢ 1,213,58!
Depreciation and
impairment losse:
At 1 January 2005 85,021 367,421 8,622 454,814 - 915,878
Charge for the year 23,267 72,732 13,391 70,224 - 179,614
Disposal (29,158 (20,719 (10,309 (12,360 - (72,541
At 31 December 2005 79,130 419,439 11,704 5B,67 - 1,022,951
At 1 January 2006 79,130 419,439 11,704 512,678 - 1,022,951
Charge for the year 30,571 39,819 3,613 47,075 - 121,078
Impairment losses 54,345 18,996 - - - 73,341
Disposals (18,357) (226,843) (5,416) (33,850) - (284,466)
At 31 December 2006 145,689 251,411 9,901 535,90 - 932,904
Net book value
At 31 December 2006 36,763 102,986 1,552 77,741 61,639 280,681
At 31 December 2005 119,350 174,568 5,033 104,16 1,515 404,633

The recoverable amount of certain of the Bank'sdlamd buildings and furniture, fittings and

equipment was assessed following the decisiontagiate the Bank with UniBanka, a.s. (see note
1). As a consequence, impairment losses of Sk T3f3glusand were recognised in order to reduce
the carrying amount of land and buildings and fuma, fittings and equipment, to estimate net

selling price.
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16. Deposits by banks

Repayable on demand
Other deposits by banks with remaining nrity:
- 3 months or les
- 1 year or less but over 3 months
- 5 years or less but over 1 year
- over 5 years

17. Customer accounts

Repayable on dema
Other deposits with agreed maturity dates or
periods of notice, by remaining maturity:
- 3 months or less
- 1 year or less but over 3 months
- 5 years or less but over 1 year
- over 5 years

18. Loans received

European Investment Bank
Slovenska zarna a rozvojova banka, a.s.
Bank of New York

European Investment Bank

2006
Sk ‘000

1,358,948
9,305,66.

2,236,471
3,572,837

2,098,700

18,572,618

2006
Sk ‘000

16,177,67
20,880,191

923,916
13,351

25,591

38,020,727

2006
Sk ‘000

2,597,445
223,958

697,794

3,519,197

2005
Sk ‘000

1,401,548
21,280,23

7838
268

2,098,400

33,000,363

2005
Sk ‘000

15,358,72
13,594,050

B3,
6,737

1,877

29,584,634

2005
Sk ‘000

1,894,580
163,205

761,557

2,819,342

The amounts due to the European Investment BarlB'{'Eomprise of two loans of € 25 million
each, drawn down by the Bank under loan faciliiganged by the NBS with EIB. Both loans were
provided by the EIB to assist in the developmentirdfastructure, agriculture and tourism in

Slovakia.

The Euro loan of € 25 million at the balance stz (2005: € 25 million) was provided under a
contract entered into on 14 December 1999. Inteepayments are quarterly for the first tranche of
€ 25 million and twice annually for the second tfae of € 5 million. The loan bears interest at an
annual rate equivalent to the EIB six-monthly ietrate plus 0.5%.
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18. Loans receivedontinued

The Euro loan of € 25 million at the balance shdzgte (2005: € 25 million) was provided under a
contract entered into on 28 March 2003. The Bamkdraw up to € 50 million under this contract.

Interest is payable quarterly. The loan bears @steat an annual rate equivalent to the EIB six-
monthly interest rate plus 0.5%.

Slovenska zaréna a rozvojova banka, a.s.
The loans from Slovenska zé&n#& arozvojova banka, a.s. (‘'SZRB’) were obtainedien the
programme Rozvoj for long and medium term assigtansmall-to-medium size enterprises.

Under the Rozvoj programme, separate loan agresnaet entered into between the Bank and
SZRB for loans provided to customers. Interegigently from 3.2% to 3.5% per annum and the
repayment terms are in accordance with each ind@idontract. Should the customer default, the
Bank is responsible for full repayment of the Igaavided by SZRB.

Under the terms of the programme, SZRB may reqeasly repayment in the event of non-
fulfilment of several conditions, including if loarare not used for the specified use or if there is
delay in repayment of principal.

Bank of New York

The amount due to the Bank of New York (“BoNY”) cprises a loan of € 20 million drawn down
on 4 October 2005. The loan bears interest of 3@¥@annum (2005: 2.46% per annum).

19. Debt securities in issue

2006 2005
Sk ‘000 Sk ‘000
Mortgage bonds
Issue : 507,94 507,94
Issue . 502,29: 502,29:
Issue 3 250,364 -
1,260,600 1,010,236
Other bonds 1,020,153 1,012,884
Debt securities in issue 2,280,753 2,023,120

Issue 1 comprises 50 bonds with a nominal valugkof0,000 thousand each, which were issued on
2 December 2004 with a coupon of 4.45% per annure. Bonds will be redeemed on 2 December
2008 from repayments of mortgage loans.

Issue 2 comprises 5,000 bonds with a nominal vafi#&k 100 thousand each, which were issued on
28 August 2003 with a coupon of 4.65% per annune. dnds will be redeemed on 28 August 2014
from repayments of mortgage loans.

Issue 3 comprises 100 bonds with a nominal valugka?,500 thousand each, which were issued on
21 December 2006 with a coupon of 6M BRIBOR paishisennually. The bonds will be redeemed
on 21 December 2011 from repayments of mortgagesloa

Other bonds comprise of 100 bonds with nominal eadti Sk 10,000,000 issued on 20 July 2005.
These bonds bear interest of 2.85% per annum dhtdeniedeemed on 18 July 2007.
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20. Corporate income tax

2006 2005
Sk ‘000 Sk ‘000
Tax payable for the current period (note 29) 183,323 182,076
Tax prepayments (181,076) (194,668)
Income tax payable/(receivable) 2,247 (12,592)
21. Provisions
The movements on provisions were as follows:
Guarantee Restruc-
payments turing Total
Sk ‘000 Sk ‘000 Sk ‘000
At 1 January 2006 159,582 56,772 216,354
Exchange rate movement (1,113) (4,913) (6,026)
(Decrease)ncreas for the yea (53,659 60,73t 7,082
At 31 December 20( 104,86 112,59 217,40

In December 2005, the Board of Directors of the lBapproved a formal restructuring plan of its
branches for the year 2006 and 2007. The plan erasally approved by the Supervisory Board on
30 December 2005. In addition the Board of Direstapproved a formal restructuring plan as a
result of the planned integration of the Bank withiBanka, a.s. in 2007 on xxxx. The provision of
SK --------- thousand relates to staff and administe expenses.

22. Share capital

2006 2005
Sk ‘000 Sk ‘000

Authorised, issued and fully paid:
500 ordinary shares of Sk 1,000,000 each 500,000 00,060
51,550 ordinary shares of Sk 10,000 each 515,500 515,500
156,075 ordinary shares of Sk 10,000 each 1,560,750 1,560,750
2,576,250 2,576,250

The shareholder is entitled to receive dividenddedared from time to time and is entitled to one
vote per share at meetings of the Bank.
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23. Reserves

Legal Reval- Cash flow Other
Retained reserve uation hedge capital
earnings fund reserve reserve funds Total
Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 Sk'000 Sk‘'000
At 1 January 2005 4,702,736 416,108 236,856 3,452 18,472 5,377,624
Dividend for 2005 (a) - - - - - -
Transfers (b) (75,287) 75,287 - - - -
Net loss on available-for-
sale assets, net of tax (d) - - (207,670) - - (207,670)
Net gain on cash flow
hedge, net of tax (e) - - - 73,514 - 73,514
Profit for 2006 627,934 - - - - 627,934
At 31 December 2006 5,255,383 491,395 29,186 76,966 18,472 5,871,402

(a) Dividends
The General Meeting of Shareholder held on 15 2@ resolved that no dividends will be paid
from the profit for the year ended 31 December 2005

(b) Legal reserve fund

The General Meeting also approved the transfeedallreserve fund of Sk 75 million from 2005
profit. Under the Slovak Commercial Code, all comipa are required to maintain a legal reserve
fund to cover future adverse financial conditiofise Bank is obliged to contribute an amount to the
fund each year which is not less than 10% of itsuahnet profit until the aggregate amount reaches
a minimum level equal to 20% of the issued shapétala The legal reserve fund is not distributable
to shareholder.

(c) Proposed allocation of profit
The Directors will propose the following allocatiar the profit for the year ended 31 December
2006:

Sk ‘000
Transfer to legal reserve fund 62,793
Dividends -
Retained earnin 565,14:

627,93

(d) Revaluation reserve
The revaluation reserve includes the cumulativeahetnge in the fair value of available-for-sale
investment securities until the investment is degeésed or impaired.
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23. Reservesontinued

(e) Cash flow hedge reserve

The cash flow hedge reserve comprises the effegiivéon of cumulative net changes in the fair
value of the derivatives designated as a heddeeofdriability in cash flows.

24. Off balance sheet items

Contingent liabilities:

Guarantees

Irrevocable letters of credit
Commitments:

Confirmedcredit line!

Derivative instruments:

Trading assets and liabilities (note 8)
Held for risk management (note 9)
Other:

Tax relief contingency (note 29)

25. Deferred tax

Deferred tax assets and liabilities are attribugablthe following:

Available for sale portfolio
Held to maturity portfolio
Property and equipment
Impairment loss on prope
Restructuring provisic
Provision for guarante
Origination fee

Cash flow hedge

2006 2005
Sk ‘000 Sk ‘000
2,593,090 3,891,369
56,492 12,066
18,564,47 19,843,38
44,643,439 38,914,530
7,411,570 3,260,
- __ 354,865
52,055,009 42,117,690
Assets/ Assets/
(liabilities) (liabilities)
2006 2005
Sk ‘000 Sk ‘000
(6,846) (14,574)
- (4,469)
1,347 1,996
13,93¢ -
21,39: 10,78
19,91¢ 30,321
- 6,471
(18,054) (810)

31,689 29,722

The deferred tax assets and liabilities have be@ulated using a corporate income tax rate of 19%

(2005: 19%).
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25. Deferred taxcontinued

The movements on deferred tax were as follows:

2006
Sk ‘000
Deferred tax:
Charge to income statement (note 29) 11,483
Charge t equity (9,516
1967
26. Interest receivable and similar income
arising from debt securities
2006
Sk ‘000
Interest receivable and similar income arising from:
Loans and advances to banks 913,346
Loans and advances to customers 1,770,426
Debi securitie 394,89(
Derivativeinstrument held for risk manageme 170,34
3,249,00:
27. Interest payable
2006
Sk ‘000
Deposits by banks 1,015,051
Customer accounts 587,124
Debt securities in iss 126,66¢
Derivativeinstrumentsheld for risk manageme 175,72¢

1,904,57.
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2005
Sk ‘000

45,106
(15,389

29,72

2005
Sk ‘000

701,387
1,451,82
475,41:

2,638,62:

2005
Sk ‘000

931,690
392,693
90,557

1,414,941
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28. Administrative expenses

2006 2005
Sk ‘000 Sk ‘000
Employee costs:
Wages and salaries 312,798 299,428
Social insuranc 69,14¢ 68,31°¢
381,94: 367,74
Operating lease rentals 114,062 136,495
Other operating expenses 418,448 316,777
914,453 821,015
At 31 December 2006, the average number of empioweas 427 (2005: 441).
29. Income tax expense
2006 2005
Sk ‘000 Sk ‘000
Recognised in the income statement
Current tax expen 183,323 182,07¢
Overprovision in respect of prior year - (49,534)
Deferred tax (note 25) (11,483) (45,106)
Total income tax expense 171,840 87,436
The accounting profit before taxation is reconctiedhe tax base as follows:
2006 2005
Sk ‘000 Sk ‘000
Profit before taxation 799,774 810,530
Revaluation of securities, net (78,000) (83,437)
Release of legal provisi 56,82: 56,82:
Nonr-deductible expens 300,98t 232,66¢
Other non-taxable income (114,724) (58,286)
Tax kase 964,¢60 958,29!
Tax at 199 183,323 182,07¢
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30. Earnings per share

Basic

Basic earnings per share is calculated by dividignet profit attributable to the shareholdertwgy t

weighted average number of ordinary shares in idsuig the year, excluding the average number

of any ordinary shares purchased by the Bank alibdsetreasury shares.

Profit attributable to shareholder (Sk ‘000)

Weighted average number of ordinary shares in issue

Basic earning per share
(expressed in Sk per share)

Diluted

There were no dilutive factors during either years.

31. Profit before changes in operating assets anidbilities

Profit before taxation

Adjustments for non-cash items:
Depreciation
Profit on disposal of property and equipment
Impairment losses on loans and advances
Impairmenilosses on investmentcurities
Impairment losses on investments in subsidi
Impairment losses on property and equipment
Unrealised foreign exchange profit
Provisions

Net cash used in operating activities
includes the following cash flows:

Interest received

Interest paid

32. Lease commitments

Non-cancellable commitments under operating leases
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2006 2005
627,93 723,094
257,625 257,625
2,437 2,807
2006 2005
Sk ‘000 Sk '00C
799,774 810,530
121,078 179,614
193) (20,673)
215,198 (1,586)
(10) 2,71(
(22,440 32,44(
13,34 -
(6,026) -
7,082 151,011
1,174,206 1,154,046
2,944,432 2,541,016
(1,584,028) (1,214,925)
1,360,404 1,326,091
2006 2005
Sk ‘000 Sk ‘000
71,070 70,980
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33. Assets and liabilities denominated in foreignuerrencies

The Bank had the following foreign exchange posgiat 31 December 2006:

Slovak
Euro US dollar Other crown Total
Sk ‘000 Sk ‘000 Sk ‘000 Sk'000 Sk ‘000
Asset:
Cash and cash equivalents 2,884,371 31,834 869,46 10,410,802 14,196,471
Trading assets - - - 1,737,336 1,737,336
Derivative assets held for
risk management 47,703 - - 98,579 146,282
Loans and advances
to bank 95,13¢ - 938,99 2,406,99. 3,441,12:
Loans and advances
to customers 16,888,569 398,430 483,721 277330, 45,051,471
Investment securities 1,630,492 - - 5,621,104 , 257,596
Deferred tax asset - - - 31,689 31,689
Other assets - - - 41,954 41,954
21,546,273 430,264 2,292,179 47,629,206 719227
Liabilities
Trading liabilities 187,50: 415,18 26,27( 99,21: 728,16¢
Derivative liabilities held
for risk management 21,037 - - 31,986 53,023
Deposits by banks 8,370,240 1,332,710 275,203 5943465 18,572,618
Customer accounts 9,198,109 1,158,155 932,894 ,732(%:69 38,020,727
Loans received 3,295,237 - - 223,960 3,519,197
Debt securities in issue - - - 2,280,753 2,288,
Corporate income tax
payabl - - - 2,247 2,247
Other liabilities 75,627 - - 261,18( 336,80°
21,147,75 2,906,04: 1,234,36' 38,225,37 63,513,54

After taking off-balance sheet foreign exchangetiamts into account, there were no significant

open foreign currency positions at year end.
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33. Assets and liabilities denominated in foreignurrencies continued

The Bank had the following foreign exchange posgiat 31 December 2005:

Assets

Cash and cash equivale
Trading asse
Derivative assets held for
risk management
Loans and advances
to banks
Loans and advances
to customers
Investment securities
Investments in subsidiari
Corporate income tax
receivable
Deferred tax asset
Other assets

Liabilities

Trading liabilities
Derivative liabilities held
for risk management

Deposits by banks
Customer accounts
Loans received

Debt securities in issue
Other liabilities

Slovak
Euro US dollar Other crown Total
Sk ‘000 Sk ‘000 Sk ‘000 Sk’000 Sk ‘000
3,216,82 51,167 171,41¢ 22,115,77 25,555,17
- - - 1,305,58: 1,305,58:
- - - 16,450 16,450
- - - 2,243,795 2,243,795
19,708,593 755,119 877,649 163@31, 37,362,706
2,025,123 - - 6,928,188 ,953311
- - - 64,92¢ 64,92¢
- - - 12,592 12,592
- - - 29,722 29,722
- - - 33,693 33,693
24,950,545 806,286 1,049,065 48,772,069 759567
- - - 254,81¢ 254,81¢
- - - 12,189 12,189
17,458,571 - 197,984 15,343,80 33,000,363
6,043,931 1,130,549 258,560 ,152%594 29,584,634
2,656,137 - - 163,205 2,819,342
- - - 2,023,120 2,020,
- - - 117,906 117,906
26,158,639 1,130,549 456,544 40,066,638 67332

39



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

34. Related party transactions

In the normal course of business, the Bank is esdjag transactions with other members of the
HVB Group. These transactions, which include thénand placing of deposits, foreign currency
operations and the provision of management andchtéaby services, are conducted on an arm’s

length basis.

(a) Shareholder

Amounts due from and to the sole shareholder, Barsitria Creditanstalt, were as follows:

2006
Sk ‘000

Assets
Loans and acances to ban| 1,135,707
Liabilities
Deposits by banks 13,853,090
Transactions during the year were as follows:
Interest received and receivable 64,748
Interest paid and payal (522,948

(b) Enterprises related to the shareholder of th&ank

Amounts due from and to companies related to theettolder were as follows:

2006

Sk ‘000
Assets
Loans and advances to banks 1,808,118
Loans and advances to customers 8,608,866
Liabilities
Deposits by banks 1,244,138
Customer accounts 153,264
Transactions during the year were as follows:
Interest received and receivable 329,848
Interest paid and payable (23,314)
Information technology and communication expenses 57,103)
Software acquired (68,409)
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2005
Sk ‘000

155,62:

25,852,752

15,668
(453,11)

2005
Sk ‘000

369,327
6,563,32

3,749,905
105,724

177,083
(62,933)
(51,965)
(39,297)
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34. Related party transactionscontinued
(c) Key management personnel

Amounts due from and to directors, senior managémerlose relatives or companies in which
they have a substantial interest, of the Bank \asriollows:

2006 2005
Sk ‘000 Sk ‘000

Assets
Loans and advances to customers 15,244 6,691
Liabilities
Customer accour 13,44¢ 9,42(
Transactions during the year were as follows:
Interest received and receivable 559 257
Interest paid and payable (330) (232)

Interest rates charged on outstanding are rategethdn an arm’s length transaction. The mortgages
and secured loans are secured over property ofesmective borrowers. Other balances are not
secured and no guarantees have been obtained.

During the period, the Bank did not record impaintnsses for loans and advances provided to
related parties and no specific allowances havae besle for impairment losses to related parties.

Key management personnel compensation for thegedmprised:

2006 2005
Sk ‘000 Sk ‘00C
Short-term employee benefits 35,903 28,909

In addition to their salaries, the Bank also presgichon-cash benefits to directors and executive
officers.

35. Custodial services

The Bank administers securities and other valuabd¢slling Sk 57,827.5 million (2005: Sk
43,545.6 million), which have been received froretomers into the Bank’s custody.
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36. Maturity analysis

The remaining period to maturity of monetary assetd liabilities at 31 December 2006 was

follows:

as

Within 1-5 More than Not
1 year years 5 years specified Total
Sk ‘000 Sk ‘000 Sk ‘000 Sk'000 Sk ‘000
Monetary assets
Cash and cash
equivalent 14,196,47 - - - 14,196,47
Trading asse 1,737,33 - - - 1,737,33
Derivative assets held
for risk management 146,282 - - - 146,282
Loans and advances
to banks 3,367,566 - - 73,557 3,441,123
Loans and advances
to customers 22,507,883 12,306,726 9,939,741 7,129 45,051,471
Investmer securitie 654,69( 3,380,29! 3,136,25! 80,35¢ 7,251,591
Deferred tax ass 31,68¢ - - - 31,68¢
Other assets 41,954 - - - 41,954
42,683,87 15,687,02 13,075,99 451,03: 71,897,922,
Monetary liabilities
Trading liabilities 728,169 - - - 728,169
Derivative liabilities
held for risk
managemel 53,02 - - - 53,02
Deposits by banks 13,071,943 3,500,675 2,000,000 - 18,572,618
Customer accounts 37,981,707 13,351 1,877 23,792 38,020,727
Loans received 3,519,197 - - - 3,519,197
Debt securities in issue 1,030,253 750,500 5@,00 - 2,280,753
Corporate income tax
payable 2,247 - - - 2,247
Other liabilities 336,807 - - - 336,807
56,723,346 4,264,526 2,501,877 23,792 63,313,5
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36. Maturity analysis continued

The remaining period to maturity of monetary assetd liabilities at 31 December 2005 was as

follows:

Monetary assets

Cash and cash
equivalent

Trading asse

Derivative assets held
for risk management

Loans and advances
to banks

Loans and advances
to customers

Investmer securitie

Investments in
subsidiaries

Corporate income tax
receivable

Deferred tax asset

Other assets

Monetary liabilities

Trading liabilities
Derivative liabilities
held for risk
management
Deposits by banks
Customer accounts
Loans received
Debt securities in iss!
Other liabilities

Within 1-5 More than Not
1 year years 5 years specified Total
Sk ‘000 Sk ‘000 Sk ‘000 Sk'000 Sk ‘000
25,5655,18 - - - 25,555,187
1,305,58: - - - 1,305,58:
16,450 - - - 16,450
2,243,795 - - - 2,243,795
17,814,570 8,622,695 10,925,441 - 37,362,706
511,61: 2,506,67! 5,854,67! 80,35¢ 8,953,31.
- - - 64,926 64,926
12,592 - - - 12,592
29,722 - - 29,722
33,693 - - 33,693
47,523,204 11,129,365 16,780,116 145,280 T596h
254,816 - - 254,816
12,189 - - - 12,189
28,360,360 2,541,603 2,098,400 - 33,000,363
29,576,020 6,737 1,877 82%634
2,819,342 - - 2,819,342
- 1,515,171 507,94 - 2,02312C
117,90¢ - - - 117,90¢
61,140,63 4,063,51 2,608,22 - 67,812,37
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37. Financial instruments

The Bank uses a wide range of financial instrumehtinancial instrument is a contract that gives
rise to both a financial asset of one enterprigkafinancial liability or equity instrument of aher
enterprise. Examples include loans, deposits, skshirities and equity shares.

Derivatives are also financial instruments whiclé so called because their value is derived from the
value of an underlying instrument, index or refeeemate. The principal categories of derivatives
are forwards, including futures, options and swaps.

The main derivative financial instruments used lxy Bank during the year were forward foreign

exchange contracts and currency swaps, which wesgesl into to manage foreign exchange risk,
and forward rate agreements and interest rate swdgish were entered into to manage interest rate
risk.

Risks associated with financial instruments

The use of financial instruments generally invol¥es assumption or transfer of risk. The main
types of risks are credit risk, market risk (inéhglinterest rate risk and foreign exchange risk),
liquidity risk and operational risks.

The Bank assigns the highest priority to risk mamagnt and has established clear and
comprehensive risk policies, procedures and cormslystems, which are reviewed regularly by the
Board of Directors.

Credit risk

Credit risk is the risk of financial loss to the rikaif a customer or counterparty to a financial
instrument fails to meet its contractual obligapand arise principally from the Bank’s loans and
advances to customers and other banks and inveisseearities. For risk management reporting
purposes, the Bank considers and consolidates lathemits of credit risk exposure (such as
individual obligor default risk, country and sect@k).

For risk management purposes, credit risk arisingrading securities is managed independently,
but reported as a component of market risk exposure

Credit risk is strictly controlled through a struet involving the credit risk department, the ctedi
committee, the Board of Directors and the executiv@mittee of the Bank’s parent company.

The Bank’s procedures for managing credit riskudel the establishment of concentration limits by

borrower, counterparty, industrial sector and pomdCredit appraisal procedures are performed
before individual borrower and counterparty limdatge approved and collateral is obtained to reduce
credit risk. The Bank also continually monitors fpemance of the portfolio to ensure that prompt

action can be taken to minimise potential losses.

Interest rate risk

Interest rate risk is the potential impact on tldug of financial assets and liabilities arisingnfr
changes in market interest rates.

Interest rate risk is monitored by the Bank’s tregslepartment on a daily basis using various tools

including value-at-risk, basis point value and geporting. Most of the financial instruments used
are short term in nature and have floating interatsts.
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37. Financial instrumentscontinued

The average effective interest rates at 31 Dece@®@8 and the periods in which interest-bearing
assets and liabilities denominated in Slovak cromepsice were as follows:

1 year or
Effective less but
interest 3 months over 1-5 Over 5
rate or less 3 months years years Total
% Sk ‘000 Sk ‘000 Sk ‘000 Sk*‘000 Sk ‘00C
Interest-bearing asset
Cash and cash
equivalents 3.82 10,151,111 - - - 10,151,111
Trading assets 3.91 219,653 323,129 - - 542,782
Loans and advances
to banks 2.17 1,724,595 450,000 - - 2,174,595
Loans and advances
to customers 5.49 15,966,602 2,461,732 7,433,879 1,190,899 27,053,112
Investment securities 4.84 401,040 804,672 1431, 3,026,455 5,293,648
28,463,00 4,039,53: 8,49536( 4,217,35. 45,215,24
Interest-bearing
liabilities
Deposits by banks 4.47 2,192,269 900,000 3,500,00 2,000,000 8,592,269
Customer accounts 2.38 25,853,187 775,979 10,991 1,800 26,641,957
Loans received 3.49 223,894 - - - 223,894
Debt securities in issue 4.60 1,000,000 250,000 00,00 500,000 2,250,000
29,269,350 1,925,979 4,010,991 2,501,800 B7120
Off balance sheet items 4.55 3,900,000 1,750,000 5,900,000 1,800,000 13,350,000
Interest rate repricing gap (4,706,349) 363,554 (1,415,631) (84,446) (5,842,872)
Cumulative interest rate
repricing gap (4,706,349) (4,342,795) (5,758,426) (5,842,872) (5,842,872)
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37. Financial instrumentscontinued

The average effective interest rates at 31 Dece@®@8 and the periods in which interest-bearing

assets and liabilities denominated in Euro repnieee as follows:

1 year or
Effective less but
interest 3 months over 1-5 over
rate or less 3 months years 5 years Total
% Sk ‘000 Sk ‘000 Sk ‘000 Sk*‘000 Sk ‘00C

Interest-bearing asset
Cash and cash

equivalents 3.48 2,850,172 - - - 2,850,172
Loans and advances to

banks 4.9 15,280 884 - - 16,164
Loans and advances

to customers 4.47 13,661,776 1,352,409 1,570,395 207,652 16,792,232
Investment securities 6.01 - - 1,551,293 - 1,393

16,527,228 1,353,293 3,121,688 207,652 218819

Interest-bearing

liabilities
Deposits by banks 4.50 1,968,376 900,000 3,500,00 2,000,000 8,368,376
Customer accounts 2.51 9,113,638 58,271 - - 7199D9
Loans received 3.66 3,284,435 - - - 3,284,435

14,366,449 958,271 3,500,000 2,000,000 207204

Off balance sheet items 3.29 - - 5,939,641 6,4 6,631,101
Interest rate repricing gap 2,160,779 395,022 ,31(B,953) (2,483,808) (6,245,960)
Cumulative interest rate

repricing gap 2,160,779 2,555,801 (3,762,152) (6,245,960) (6,245,960)
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37. Financial instrumentscontinued

The average effective interest rates at 31 Dece@®@5 and the periods in which interest-bearing

assets and liabilities denominated in Slovak crorepsice were as follows:

Interest-bearing asset

Cash and cash
equivalents

Trading assets

Loans and advances
to banks

Loans and advances
to customers

Investment securities

Interest-bearing
liabilities

Deposits by banks

Customer accounts

Loans received
Debt securities in issue

Off balance sheet items
Interest rate repricing gap

Cumulative interest rate
repricing gap

1 year or
Effective less but
interest 3 months over 1-5 Over 5
rate or less 3 months years years Total
% Sk ‘000 Sk ‘000 Sk ‘000 Sk*‘000 Sk ‘00C
2.76 21,675,484 - - - 21,675,484
3.25 890,566 - - - 890,566
2.32 1,583,697 650,000 - - 2,233,697
4.53 6,102,087 3,616,837 3,800,603 736,684 14,256,211
4.71 - 301,339 1,893,852 4,650,170 6,845,361
30,251,834 4,568,176 5,694,455 5,386,854 45,901,319
3.46 9,386,310 - 2,500,000 0amo 13,886,310
1.26 20,944,507 349,128 4,198 1,800 21,299,633
3.48 163,174 - - - 163,174
3.70 - - 1,500,500 600, 2,000,500
30,493,991 349,128 4,004,698 2,501,800 376349
2.87 1,000,000 - 1,7@,00 1,200,000 3,900,000
(1,242,157) 4,219,048 (10,243) 1,685,054 4,651,702
(1,242,157) 2,976,891 2,966,648 4,651,702 4,651,702

a7



HVB Bank Slovakia a.s.

Notes to the separate financial statements
Year ended 31 December 2006

37. Financial instrumentscontinued

The average effective interest rates at 31 Dece@®@5 and the periods in which interest-bearing
assets and liabilities denominated in Euro repnieee as follows:

1 year or
Effective less but
interest 3 months over 1-5 over
rate or less 3 months years 5 years Total
% Sk ‘000 Sk*‘000 Sk ‘000 Sk ‘000 Sk ‘00C
Interest-bearing asset
Cash and cash
equivalents 2.51 3,065,688 - - - 3,065,688
Loans and advances
to customers 3.58 8,820,590 5,357,952 3,989,406 85,915 18,253,863
Investment securities 6.37 - 200,828 411,988 12,307 2,025,123
11,886,278 5,558,780 4,401,394 1,498,222 228674
Interest-bearing
liabilities
Deposits by banks 2.39 11,737,006 5,677,200 - - 17,414,206
Customer accoun 1.04 5,863,46: 38,40( - - 5,901,86:
Loans received 2.44 2,649,360 - - - 2,649,360
20,249,834 5,715,600 - - 25,965,434
Off balance sheet items 3.13 267,678 1,033,913 0812640 - 3,383,231
Interest rate repricing gap (8,631,234) (1,190,733) 2,319,754 1,498,222 (6,003,991)
Cumulative interest rate
repricing gap (8,631,234) (9,821,967) (7,502,213) (6,003,991) (6,003,991)

Foreign exchange risk

Foreign exchange risk arises from the impact onvilee of financial assets and liabilities from

changes in foreign exchange rates.

The policy of the Bank is to maintain minimal ngpesures to foreign exchange risk. Limits are set
for individual foreign currencies and the Bank alses forward foreign currency contracts to hedge

balance sheet positions.

Assets and liabilities denominated in foreign cocies are set out in note 33.
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37. Financial instrumentscontinued
Liquidity risk

Liquidity risk is the risk that the Bank will encoter difficulty in meeting obligations from its
financial liabilities. Liquidity risk is managed gart of the Bank’s asset and liability management
process. Procedures include the regular monitarirtge timing of future cash flows on a currency-
by-currency basis.

The remaining maturity of assets and liabilitiethet balance sheet date is set out in note 37.
Operational risks

Operational risk is a risk of direct or indirecs$oarising from a wide variety of causes associated
with the Bank’s processes, personnel, technologlyimafnastructure, and from external factors other
than credit, market and liquidity risks such asstharising from legal and regulatory requirements
and generally accepted standards of corporate mmiraOperational risks arise from all of the
Bank’s operations and are faced by all businesgemnt

The primary responsibility for the development aimplementation of controls to address
operational risk is assigned to senior managemdt each business unit. This responsibility is

supported by the development of overall Bank’sddads for the management of operational risk.

38. Fair values

Fair value is the amount at which an asset coulcexshanged, or a liability settled, between
knowledgeable, willing parties in an arm’s lengthnisaction.
Bank’s financial assets and liabilities at year amde as follows:

The estimated fair values of the

Carrying Fair Carrying Fair
value value value value
2006 2006 2005 2005
Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000
Financial assets
Cash and cash
equivalents 14,196,471 14,196,471 25,555,187 25,555,187
Trading isset 1,737,331 1,737,331 1,305,58: 1,305,58:
Derivative assets held for
risk management 146,282 146,282 16,450 16,450
Loans and advances
to banks 3,441,123 3,439,720 2,243,795 2,243,795
Loans and advances
to customers 45,051,471 47,628,681 37,362,706 39,005,726
Investment securities 7,251,596 7,341,880 8,933,3 9,164,519
Investments in
subsidiarie - - 64,92¢ 64,92¢
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38. Fair valuescontinued

Carrying Fair Carrying Fair
value value value value
2006 2006 2005 2005
Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000
Financial liabilities
Trading liabilities 728,169 728,169 254,816 4,
Derivative liabilities held
for risk management 53,023 53,023 12,189 12,189
Deposits by banks 18,572,618 18,761,709 33,030,336 33,427,061
Customer accounts 38,020,727 38,003,007 29,584,63 29,525,710
Loans receive 3,519,19 3,509,36° 2,819,34. 2,968,36'
Debt securities in iss 2,280,75. 2,279,30. 2,023,12 2,089,01.

The following methods and assumptions were useéstimating the fair values of the Bank’s
financial assets and liabilities:

Trading assets and derivative assets held for rnisknagement

The fair values of trading assets and derivatiwetgsheld for risk management are calculated using
guoted market prices or theoretical prices detezthiby present value method. Present value is
calculated by discounting future cash flows by mresiee to the interbank interest rate for the releva
maturity period.

Loans and advances to banks

The fair value of current accounts with other baajpproximates to book value. For amounts with a

remaining maturity of less than three months, italso reasonable to use book value as an

approximation of fair value. The fair values of @tHoans and advances to banks are calculated by
discounting the future cash flows using currergrinank rates.

Loans and advances to customers

Loans and advances are stated net of impairmesgdosor loans and advances to customers with a
remaining maturity of less than three months, ressonable to use book value as an approximation
of fair value. The fair values of other loans addances to customers are calculated by discounting
the future cash flows using current market rates.

Investment securities
The quoted market prices for investment securétiesset out in note 13.

Investments in subsidiaries
The investments in subsidiaries are valued at aitopri cost less impairment.

Trading liabilities and derivative liabilities heldor risk management

The fair values of trading liabilities and derivetiliabilities held for risk management are calteda
using quoted market prices or theoretical pricdaerdg@ned by present value method. Present value
is calculated by discounting future cash flows bference to the interbank interest rate for the
relevant maturity period.
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38. Fair valuescontinued

Deposits by banks

The fair value of current accounts with other baagproximates to book value. For other amounts
owed to banks with a remaining maturity of lessitti@ee months, it is also reasonable to use book
value as an approximation of fair value. The failues of other deposits by banks are calculated by
discounting the future cash flows using currergrinank rates.

Customer accounts

The fair values of current accounts and term dépegih a remaining maturity of less than three
months approximate their carrying amounts. The faitues of other customer accounts are
calculated by discounting the future cash flowagsiurrent deposit rates.

Loans received
The fair values of loans received are calculatedlisgounting the future cash flows using current
interbank rates.

Debt securities in issue
The fair values of debt securities in issue areutated by discounting the future cash flows using
current interbank rates.

39. Explanation of transition to IFRSs

As stated in note 2 (a), these are the Bank'sdeparate financial statements prepared in accoedan
with IFRSs.

The accounting policies set out note 2 have apjtigateparing the financial statements for the year
ended 31 December 2006, the comparative informagicesented in these separate financial
statements for the year ended 31 December 200fhahe preparation of an opening IFRS balance
sheet at 1 January 2005 (the Bank’s date of tianyit

In preparing its opening IFRS balance sheet, thekBes adjusted amounts reported previously in
financial statements prepared in accordance withig®l accounting regulations. An explanation of
how the transition from Slovak accounting regullasido IFRSs has affected the Bank’s financial
position, financial performance and cash flowsesaut in the following tables and the notes that
accompany the tables.

As the Bank became a first-time adopter for itsasate financial statements later than for its

consolidated financial statements, it measuredssets and liabilities at the same amounts ain th
consolidated financial statements, except for clicestion adjustments.
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39. Explanation of transition to IFRSscontinued

Notes 01 January 2005 31 December 2005
Assets Slovak Effect of Slovak Effect of
Accounting transition IFRS Accountin transition IFRS
to IFRS g to IFRS

Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000 Sk ‘000
Cash and cash equivalents 18,146,067 . 18,146,067 25,555,187 . 25,555,187
Trading assets 1,072,596 7,782 1,080,378 15835 - 1,305,583
Derivative assets held for risk 16,450

- - - 16,450 -
management

Loans and advances to banks 4,462,376 4,462,37 2,243,795 - 2,243,795
Loans and advances to customers 31,077,709 (B4,39 31,043,312 37,413,802 (51,096) 37,362,706
Investment securities 8,010,033 31,937 8,041,970 8,931,141 22,170 8,953,311
Investments in subsidiaries 54,069 - 54,069 [eysc - 64,926
Property and equipment 472,697 - 472,697 44,63 - 404,633
Corporate income tax receivable - - - - 12,592 12,592
Deferred tax asset - 7,229 7,229 - 29,722 723,
Other assets 154,763 - 154,763 33,693 - 33,69

63,450,310 12,551 63,462,861 75,969,210 83,38 75,982,598
Liabilities
Trading liabilities 226,964 - 226,964 254,816 - 254,816
Derivative liabilities held for risk 12,189

- - - 12,189 -
management

Deposits by banks 25,117,509 - 25,117,509 IBIEB - 33,000,363
Customer accounts 27,784,924 - 27,784,924 2%38 - 29,584,634
Loans received 1,791,552 - 1,791,552 2,819,342 - 2,819,342
Debt securities in issue 1,010,236 - 1,010,236 2,023,120 - 2,023,120
Provisions 65,343 - 65,343 216,354 - 216,354
Current tax liability 72,047 - 72,047 5,792 ,182) -
Deferred tax liability 43,546 (43,546) - 4,670 (4,670) -
Other liabilities 226,615 - 226,615 117,906 - 117,906

56,338,736 (43,546) 56,295,190 68,039,186 (10,462) 68,028,724
Share capital and reserves
Share capital 2,576,250 - 2,576,250 2,576,250 - 2,576,250
Reserves 4,535,324 56,097 4,591,421 5,353,774 23,850 5,377,624
Share capital and reserves 7,111,574 56,097 7,167,671 7,930,024 23,850 7,953,874

63,450,310 12,551 63,462,861 75,969,210 13,388 75,982,598
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39. Explanation of transition to IFRSscontinued

Notes to the reconciliation of equity

The impact on deferred tax of the adjustments destibelow is set out in note (d).

(a) Trading assets

In accordance with IFRSs, trading assets and alivatere financial instruments have been
recognised at fair value. Certain trading assetewalued at amortised cost in accordance with
Slovak accounting regulation.

The effect of measuring the trading assets atvdire is to increase trading assets at 1 Janu&@y 20
by Sk 7,782 thousand (31 December 2005: none) @mtktdrease net trading income for the year
ended 31 December 2005 by Sk 7,782 thousand.

(b) Loans and advances to customers

In accordance with IFRSs, the interest income aamdoand advances to customers have been
recognised in the income statement using the éfeectterest method.

The effect of recognising the interest income usirgeffective interest method is to decrease loans
and advances to customers at 1 January 2005 b%,38Bthousand (31 December 2005: Sk 51,096
thousand) and to decrease interest receivableianiidrsincome arising from debt securities for the
year ended 31 December 2005 by Sk 16,699 thousand.

(c) Investment securities

In accordance with IFRSs, available-for-sale invesits have been recognised as assets at fair
value.

The effect of measuring the available-for-sale @saefair value is to increase investment se@iti

at 1 January 2005 by Sk 31,397 thousand (31 DeceR¥: Sk 22,170 thousand) and to decrease
interest receivable and similar income arising frdebt securities for the year ended 31 December
2005 by Sk 9,767 thousand.

(d) Income tax

The above changes increased the deferred taxasst@tows based on a tax rate of 19%:

1 December 31 December

2005 2005

Sk ‘000 Sk ‘000

Trading assets (1,479) -
Loans and advances to custor 6,53¢ 9,70¢
Investment securitir (6,068 (4,212
Increase in deferred tasse 467 5,49¢
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39. Explanation of transition to IFRSscontinued
(d) Income tax continued

The effect on the income statement for the yeare@ngl December 2005 was to decrease the
previously reported tax charge by Sk 18,384 thodisan

Furthermore, under Slovak accounting regulatioesBank recognised a deferred tax liability for a
legal reserve previously created for loans and rcks for customers and subsequently released.
This had no impact on the deferred tax under IFR8s resulted in a deferred tax liability of Sk
50,308 thousand at 1 January 2005 and Sk 28,826dhd at 31 December 2005.

(e) Retained earnings

The effect of the above adjustments on retaineximgs is as follows:

1 January 31 December
2005 2005
Note Sk ‘000 Sk ‘000
Trading assets 7,782 -
Loans and advances to custor (34,397 (51,096
Investment securitit 31,97 22,17(
Corporate income tax - 18,384
Deferred tax 50,775 34,392
56,097 23,850
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39. Explanation of transition to IFRSscontinued

Reconciliation of profit for 2005

Interest receivable and similar income
arising from debt securities
Interest payable

Net interest income

Fees and commissions receivable
Fees and commissions payable
Net trading income

Operating income

Administrative expenses
Depreciation

Operating expenditure

Operating profit before impairment
losses and provisior

Impairment losses on loans and advances
Impairment losses on investment securities
Impairment losses on investments in subsidiaries
Impairment losses on property and equipment
Provisions

Profit before taxation
Income tax expense

Profit after taxation
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31 December 20C

Slovak Effect of
Accountin transition to IFRS
9 IFRS
Sk ‘00C Sk ‘00C Sk ‘00C
2,665,089 (26,466) 2,638,623
(1,414,940) - (1,414,940)
1,250,149 (26,466) 1,223,683
381,660 361,66
(75,305) (75,305)
473,478 (7,782) 465,696
2,029,982 (7,782) 1,995,734
(853,455) - (821,015)
(179,614) - (179,614)
(1,033,069) - (1,033,069)
996,913 (34,248) 995,105
1,586 - 1,586
(2,710) - (2,710)
- - (32,440)
(151,011) - (151,011)
844,778 (34,248) 810,530
(89,437) 2,001 (87,436)
755,868 (32,247 723,094




