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Foreword by the chairman of the board

Dear clients, business partners and shareholders,

The year 2006 has been a year of changes for CSOB Poistoviia, a.s. and the entire CSOB Financial Group. They
covered, in particular organization and governance of the Group in Slovakia. Since the mid of 2006 all legal
entities of the Group are performing their activity under one managing team - Country Team headed by Daniel
Kolldr, country manager. In 2006 we started projects integrating services and sales networks on CSOB Group
level. These organizational changes are part of a new organization structure being introduced by KBC Group in
its subsidiaries in Central Europe.

The year 2006 was very successful and resulted in a net profit of 253 million which indicates our way to build
a strong financial group is generating a requested efficiency. CSOB Poistovia, a.s. reached a premium billing
amounting to SKK 1,027 bn in life, which grew by 28.3% versus 2005. In non-life insurance we reported a drop
of compulsory automobile insurance portfolio, which resulted in the decrease of gross written premium by 13%
compared to 2005. There was no growth in the non-Llife marketin Slovakia. We focused on improving the techni-
cal quality of our portfolio, which we have been able to achieve in 2006.

High quality and competitive products offered by CSOB Poistoviia in 2006 are constituent for achieving a stra-
tegic target of a growing number of happy clients in the portfolio of CSOB Financial Group. In particular, CSOB
Financial Group gives us an opportunity to view financial business in a comprehensive way everywhere where it
is beneficial for our client or necessary for his needs, to incorporate and use opportunities of life insurance for
generation of the required added value and to cover his risks with non-Llife insurances. The basic principal of our
selling strategy is a development of multi-distribution emphasizing three basic distribution channels: own sales
network of financial advisors, CSOB Bank’s distribution network and external agencies. Development of new
insurance products and innovation of the existing ones, which can find an optimal solution for clients’ needs and
take into account specific requirements for sale through our basic distribution channels, is critical for us.

In the area of investment of clients’ financial reserves CSOB Poistoviia utilizes CSOB Asset Management’s expe-
rience, moreover long-term and professional experience of its parent company KBC Asset Management, in par-
ticular. These companies as well as strong internal regulators can sufficiently guarantee cost-saving and effi-
cient management of clients’ funds. In 2006 our clients could participate in very nice return on the investment
portfolio.

In addition to own distribution network in 2006 a successful cooperation with CSOB continued. We reported an
increased sale of retail products, such as travelinsurance and insurance of family houses, flats and households.
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Foreword by the chairman of the board
(continued)

In 2006 we updated and implemented sale of compulsory automobile insurance with more detailed classifica-
tion, which provides fairer premium. A change has also been introduced in an age segmentation of drivers. In
2006 our objective was to keep a major part of the client portfolio in this insurance, which we have been able to
achieve. We simplified insurance procedures for motor vehicle insurance VARIANT in the middle of 2006. Greater
changes chiefly in motor vehicle insurance will be implemented in 2007. In the area of property and general
third party liability insurance we introduced a new product Business Compact focused on small and medium-
size entrepreneurs. We have updated the travel insurance product, which is being successfully sold in both own
distribution network and CSOB.

What is ahead of CSOB Poistoviia in 20072 A strategic vision for the upcoming years is to strengthen its position
as a dynamically developing company of the first choice in the Slovak market. The key objective is magnification
and innovation of our product portfolio, development and improvement of the level of provided services, expan-
sion of cooperation within CSOB Financial Group, and of course a strong client orientation. We will continue to
route all our activities to setup such parameters of insurance products corresponding with the needs and interest
of our clients and market requirements adequately in order to keep increasing quality of the offered services. To
achieve such targets we will implement more efficient and recent internal procedures.

Finally, I would like to thank to all our clients and business partners for your trust you are presenting to us — it is
committing and motivating for us to perfect services of professionals working for you continuously.
I highly appreciate the achieved performance of our staff whose responsibility and great dedication enabled to

reach the success of CSOB Poistoviia last year.

Faithfully,

Nik Vincke

Chief Executive Officer and Chairman of the Board
CSOB Poistovia, a. s.




II. Shareholders of CSOB Poistovia

KBC Insurance NV, Leuven, Belgium 81.09 %

Ceskoslovenska obchodni banka, a. s. Prague, Czech Republic 18.91 %

The registered capital in SKK mil.: SKK 838 mil.

The Bodies of CSOB Poistovina

The Board of Directors:

Chairman of the Board: Nik Vincke

Members of the Board: Ing. Ludovit Kristinik
Ing. Norbert Striezenec

Ing. Vladimir KoZuch
The Supervisory Board:
Chairman of the Supervisory Board: Jan Vanhevel

Members of the Supervisory Board:  Johan Daemen
Walter Bogaerts
Philippe Marc Moreels
Ing. Roman Miskovsky

Ing. Peter Klimovsky
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History of CSOB Poistoviia

Establishment

History of CSOB Poistoviia goes back to 1992 when the insurance company operated under a business name
ERGO, a.s.

Membership

CSOB Poistoviia, a. s. is one of the founding members of the Slovak Association of Insurance Companies.

Shareholders

In August 2002 Belgium KBC Insurance NV — a member of bank and insurance group KBC Bank & Insurance
Holding - became a new shareholder under acquisition contracts. KBC is also the majority shareholder of Ces-
koslovenska obchodni banka, a. s. (CSOB). Subsidiaries of the bank are CSOB Stavebna sporitela, a. s., CSoB
Leasing, a. s., and CSOB Factoring, a. s. Members of KBC Group in the Central Europe are well-known insurance
companies such as Warta in Poland, Argozs and K&H Eletbiztosité in Hugary and CSOB Pojistovna Pardubice in
the Czech Republic.

KBC Group

CSOB Poistoviia is a member of KBC Group created as a result of merger of KBC Bank and Insurance Holding
Company and parent company Almanij in 2005. The Group consists of five large entities: Bank, KBC Insurance,
KBC Asset Management, Kredietbank Luxembourgeoise (operating under a business name KBL European Private
Bankers) and Gevaert holding company.

KBC Group reported the net profit of EUR 3.43 bn, total assets reached EUR 326 bn in 2006. KBC Bank and Insu-
rance Group are one of the largest financial institutions in Belgium; it has 12 million clients and approximately
50 thousand staff members. It focuses on asset management, private banking and bancassurance in its business,
mainly in the region of Central and Eastern Europe. It is able to make use of the over-average GDP growth of the
new EU members and high potential of penetration of banking (deposit, loan), investment and insurance pro-
ducts in this region.
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Profile of CSOB Poistovia

Head Office: Vajnorskd 100/B, 831 04 Bratislava
Business Starting Date: June 9, 1992
SKK 838 mil.

Registered Capital:

Focus of the Insurance Company

CSOB Poistoviia, a. s. is a universal insurance company providing wide range of insurance products in life and
non-life insurance and property insurance to retail clients. It insures also businessmen, their assets, business
risks and damage liability. Insurance services of high quality are also provided to large industrial and trading
companies.

Reinsurance

In 2006 a reinsurance program of CSOB Poistoviia followed up an optimal structure of the previous years and it
is located by means Benfield Group, reinsurance broker, based in London. CSOB Poistoviia, a.s. cooperates with
leading reinsurance companies, of which financial power is awarded with Standard & Poor’s rating not less than
A and more. They guarantee a secure coverage of subscription capacity of the insurance company.

Representative Offices

CSOB Poistoviia, a. s. has its branch network in 72 towns of Slovakia with a support of other colleagues. At
the same time it makes use of services of exclusive financial advisors, insurance broker companies and CSOB
branches in Slovakia for its business.

Vision and Strategy after joining CSOB Financial Group

The strategic objective of CSOB Poistoviia is to provide such insurance products ensuring permanent and renew-
able client relationships. Client trust, bilateral esteem and mutually correct relations are a necessary component
for our further work. Implementing this intention we come from actual requirements of our clients and lean
on rich experience of our parent company KBC Insurance and its subsidiaries. Cooperation within CSOB Group
creates prerequisites for development of optimum and comprehensive solutions for our clients in the field of
finance and risk protection, starting from basic banking products and building savings through insurance prod-
ucts, investments to mutual funds, leasing and factoring.




IV.

8

Annual report | | 2006

Profile of CSOB Poistovia (continued)

Vision and Strategy after joining CSOB Financial Group (continued)

Our ambition is to continue to grow and achieve the target as follows:

o To offer new attractive products,

. To focus on high-quality products providing a highly beneficial value to clients,
. To fulfill clients’ requirements efficiently,

. To provide regular information,

. To present a responsible and professional approach of staff to clients.

We still want to be a qualified partner.

We realize we cannot achieve success without skilled and loyal people. We are creating a stable environment for
each our employee. Professional approach and expertise are our priorities therefore we pay a great attention to
staff training. We are providing the latest training methods. We keep on guiding our staff to apply better and
experienced approach, which will generate a higher volume of premium. Active approach to work is a significant
element of our company. Combining the professional growth and scope of knowledge, efficient communication
and professional approach with client orientation support the growth. New challenges we are willing to imple-
ment are ahead of us.

CSOB group in Slovakia and other
cooperating partners

CSOB Financial Group provides a complete care in the financial and insurance services for retail, SME segment
and corporate clients. In Slovakia it consists of CsoB (bank), (SOB Poistovia, a. s., CSOB Asset Management,
sprav. spol., a. s., CSOB dochodkové spravcovskd spolocnost, a. s., CsoB Leasing, a. s., CsoB Factoring, a. s. and
CSOB Stavebna sporitelia, a. s.

The Group serves its clients by own distribution networks. Currently, the bank has 84 branches on the entire
territory of Slovakia. Insurance, leasing and building savings also have own branches. CSOB Financial Group is
a member of multi-channel bancassurance Belgium KBC Group, which is one of the largest financial groups, in
terms of branch network coverage and share of banking and insurance transactions in Europe. KBC Bank and
Insurance Group have 12 million clients and approximately 50 thousand employees.
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Life insurance

The year 2006 was very successful for life insurance. The net profit of life insurance technical account reached
SKK 367 mil., which shows that our way of strong financial group development is bringing the requested eff-
iciency. Stability, which is related to the net profit, gives an important certainty to our clients covering all
liabilities arising from their life insurance policies in the future. High quality and competitive products of the
life insurance offered by CSOB Poistoviia in 2006 are constituent for achieving the strategic target of a growing
number of happy clients in the portfolio of CSOB Financial Group. In particular, CSOB Financial Group gives us an
opportunity to view financial business in a comprehensive way everywhere where it is beneficial for our client
or necessary for his needs, to incorporate and use opportunities of life insurance for generation of the required
added value. We keep track of legislation developmentin our steps and try to make use of the current legislation
for the benefit of our clients. Our business is focused in two basic directions mainly. The first direction is cre-
ation of a wide offer of insurance coverage overcoming unexpectable life situations related to clients’ life and
health and the second direction is capital generation on clients” accounts invested to investment or capital life
insurance in various ways. The basic principal of our selling strategy is development of multi-distribution life
insurance sale emphasizing three basic distribution channels: own sales network of financial advisors, CSOB
Bank’s distribution network and external agencies. To succeed it also means to be creative and respond quickly
to continuously changing conditions and nature of our business. Development of new life insurance products and
innovation of the existing ones, which can find optimal solution for clients’ needs and take into account specific
requirements for sale through our basic distribution channels, is critical for us.

In the area of investment of clients’ financial reserves CSOB Poistoviia utilizes CSOB Asset Management's experi-
ence, moreover long-term and professional experience of its parent company KBC Asset Management, in particu-
lar. These companies as well as strong internal regulators can sufficiently guarantee cost-saving and efficient
management of the clients’ funds. In 2006 our clients could participate in their yield from premium reserves
allocation and in a number of cases their yield exceeded the guaranteed appreciation.

Written Premium

CSOB Poistoviia, a. s. generated written premium amounting to SKK 1,027 bn in 2006 in life insurance (inclusive
of accident supplementary insurance), which grew by 28.3% compared to 2005.

Comparison of Written Billing Development (SKK mil.) - CHART / pie

2006

SKK 1,0271 bn.
(SKK 1,026, 985, 858)
2005

SKK 800.3 bn.
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Life insurance (continued)

Business Production Development

CSOB Poistoviia, a. s. reached a volume of new business production of life insurance products totaling to SKK
370.1 mil. in 2006, which is an increase by 111.6% compared to 2005.

Excellent business performance of the company results from business activities of our own network of financial
advisors, CSOB Financial Group's staff and partner companies, such as ZFP, a. s., OVB Allfinanz Slovensko, s. r.
0., etc.

Business production development in life insurance from 2000 to 2005 (SKK mil. ) CHART

2005
SKK 174.9 bn.

2006

SKK 370.1 bn.
(SKK 370, 115, 118)

Products

To ensure a further development of bancassurance in 2006 CSOB Poistoviia, a.s. extended its product offer by a
new investment life insurance CSOB Invest and CSOB Invest Garant. Their basic objective is to appreciate clients’
deposited funds as much as possible while client can choose own investment strategy and influence own invest-
ment plans.

In the late 2006, we innovated a wide scope of life insurance due to change of technical interest rate of all life
insurance products where guaranteed appreciation exceeded 2.5%. Another new insurance product Impuls was
added to the offer of life insurance, which supplements a group of capital life insurance and should be a suitable
addition to the other capital life insurance offered by our company.

Settlement of insurance claims

In 2006 there were 7,789 insurance claims reported in life insurance, which is a 5.2% growth compared to 2005.
The number of closed insurance claims vs. the previous year also grew by 5.7% in 2006, which represents 8,043
insurance claims of life insurance closed in 2006. The total amount of paid insurance claims grew by 2.8% in
2006. Settlement process of insurance claims of life insurance is done in a professional information system,
which can guarantee quality and pace of their settlement.
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Life insurance (continued)

Reinsurance

Reinsurance of a part of life insurance portfolio follows up an optimal structure of the previous years and tradi-
tional cooperation with reinsurances GEN Re (Germany) and Munich Re (Germany) participating in an obligatory
proportional reinsurance treaty.

Plans for the future

Our effort made in the life insurance will continue with a focus on provision of high-quality products with a high
utility value for the clients. Implementing this intention we arise from actual requirements of our clients and
lean on rich experience of our parent company KBC Insurance and its subsidiaries.

Cooperation within CSOB Group creates prerequisites for development of optimum and comprehensive solutions
for our clients in the field of finance, starting from basic banking products and building savings through insu-
rance products, investments to mutual funds, leasing and factoring.

Our way how we want to approach our clients in the future is professionalization of own distribution network,
deepening cooperation with broker companies (ZFP, OVB, etc.), and chiefly continue in the selected concept of
sale by our sister companies.




VII. Non-lifeinsurance
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The market of non-life insurance is to a great extent impacted by a product of compulsory automobile insurance,
which influences market by low premium. In non-life insurance we reported a drop of compulsory automobile
insurance portfolio, which resulted in the decrease of written premium by ~36% compared to 2005. Our target
was to improve the accident rate of our portfolio, which we have been able to achieve in 2006.

In addition to own distribution network a successful cooperation with CSOB continued in 2006. We reported
increased sale of retail products, such as travelinsurance and insurance of family houses, flats and households.

Comparison of written premium development (SKK mil.)
Written Premium

In 2006 we reported drop of compulsory automobile insurance portfolio, which resulted in the decrease of writ-
ten premium by ~36% compared to 2005. Our target was to improve the accident rate of our portfolio, which we

have been able to achieve in 2006.

Comparison of written premium development (SKK mil.)

2006
665

New business Non life

2006
259 379 544

Annualreport | | 2006

2005
1033

2005
406 553 888



VII.

Non-life insurance (continued)

In 2006 we updated and introduced the following to sale:
CAI - compulsory automobile insurance

We have adjusted segmentation criteria for CAI product. In 2006 our objective was to keep the major client port-
folio in this insurance, which we have been able to fulfill.

Variant - motor vehicle insurance

In the middle of 2006 we simplified processes of VARIANT insurance. More considerable changes are anticipated
in 2007 only.
Business Compact

We have introduced a new product for property insurance and damage liability for small and medium-size
entrepreneurs.

Travel Insurance - a comprehensive insurance protection on trips abroad

In 2006 we have succeeded to update the travel insurance product, which is being well sold by own distribution
network and CSOB.

Settlement of Insurance Claims
Reinsurance

The reinsurance program of CSOB Poistovia is located by the reinsurance broker Benfield Group. The most sig-
nificant reinsurers contributing to the major obligatory reinsurance treaties for non-life insurance are GE Insu-
rance Solutions (Germany), Swiss Re Germany (Germany), Hannover Riickversicherungs (Germany), XL Re Europe
(France) and other reinsurers with a high rating of their financial power provided by world-wide rating agencies.

The reinsurance of high quality enables CSOB Poistoviia to insure companies with assets of high value. It greatly
contributes to a reliable and fast settlement of insurance company’s liabilities towards its clients in case of ins-
urance event and it guarantees secure insurance coverage for clients.

Plans for the future

In 2007 we are planning to update the product Insurance of family houses, flats and households and banking
product Travel insurance to payments cards. We intend to launch a new comprehensive product of motor vehicle
insurance, which should replace the current product Variant. At the same time we want to implement online
insurance of some non-life products in the future. Since 2007 we will be participating actively in the SKK/EUR
changeover project.
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VIII. Insurance of businesses
and businessmen

In a long-term strategy in business and businessmen insurance CSOB Poistoviia has focused on quality of under-
taken risks. Our primary objective in theinsuranceis to offer a client with such a service meeting his real require-
ments and covering his needs. We are offering a wide scope of insurance products of high quality to our clients,
such as insurance of immovable and movable assets, liability insurance, insurance of machines, machinery and
electronic devices and their accessories. We are also providing supplementary insurance - glass insurance, cargo
insurance. The first step taken to conclude a policy is active assessment of client risk, which may have impact on
a scope and conditions of the policy. To make the policy secure is it important to perform reqular checks of risk,
quality and completeness of fulfillment of our recommendations. A complex client service is focused on ensuring
high-quality insurance of business risks during policy life.

Business Production of Business and Businessmen Insurance

Risk insured Business Production % share
Natural hazard SKK 65,396,530 29.3
Theft SKK 21,650,046 9.7
Cargo SKK 1,562,374 0.7
Motor vehicles SKK 102,223,928 45.8
Machines SKK 10,713,425 4.8
Business interruption SKK 1,115,982 0.5
Glass SKK 892,785 0.4
Liability SKK 19,641,279 8.8
Total SKK 223,196,349 100.0
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IX. Notes to the financial statements for the
year ending 31. december 2006

Balance sheet as at 31 December 2006

SKK “000

Non-currentintangible assets 3 17,945 13,041
Non-current tangible assets 4 47,445 56,465
Financial assets held to maturity 5 1,680,558 1,853,710
Financial assets at fair value through profit or loss 5 2,263,284 1,410,349
Term deposits in banks 430,564 388,306
Reinsurance assets 6 49,783 44,593
Tax assets 7 2,136 2,363
Receivables from insurance 8 119,073 100,815
Acquisition cost of insurance contracts 9 102,514 120,678
Other assets 10 31,704 39,285
Cash and current bank accounts 5 12,659 10,975
Assets 4,757,665 4,040,580
Share capital 838,000 838,000
Share premium 17,000 17,000
Accumulated losses (397,593) (178,253)
Profit / loss for the year 253,254 (219,340)
Reserves from insurance 11 3,620,069 3,028,955
Other reserves 12 76,787 55,004
Insurance payables 13 137,813 177,482
Deferred revenue 14 159,572 260,981
Other payables 15 52,763 60,751
Equity and liabilities 4,757,665 4,040,580
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IX. Notes to the financial statements for the
year ending 31. december 2006

Income statement for the year ended 31 December 2006

SKK “000

Gross premiums 16 1,906,051 1,797,330
Reinsurers’ share of gross premiums 16 (80,029) (119,013)
Net premiums 1,826,022 1,678,317
Revenue from financial assets 17 166,260 132,380
Commissions and fees received 18 6,780 11,801
Other revenues 19 26,688 15,668
Total revenues 2,025,750 1,838,166
Gross benefits and claims paid 20 590,271 571,609
Reinsurers’ share of gross benefits and claims paid 20 (8,745) (10,302)
Change in claims reserve 20 320,483 505,560
Reinsurers’ share in claims reserve 20 (6,817) (4,915)
Net claims incurred 895,192 1,061,952
Change in otherinsurance reserves 21 266,061 385,596
Insurance commissions and fees paid 22 141,032 152,257
Losses from sale and revaluation of financial assets 23 9,955 3,075
Other operational costs 24 444,246 449,988
Provisions and depreciation of assets 25 16,010 4,638
Total costs 1,772,496 2,057,506
Pre-tax profit / loss 253,254 (219,340)
Income tax 0 0

Profit ‘ loss after tax 253,254 (219,340)
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IX. Notes to the financial statements for the
year ending 31. december 2006

Statement of changes in equity for the year
ended 31 December 2006

Profit /
loss for
the period

Share Share Accumulated

SKK “000 ) .
capital premium losses

Balance as at 1 January 2005 450,000 17,000 (178,253) 0 288,747

Increase in share capital 388,000 0 0 0 388,000
Loss for the period 0 0 0 (219,340) (219,340)
Balance as at 31 December 2005 838,000 17,000 (178,253) (219,340) 457,407
Settlement of loss for 2005 0 0 (219,340) 219,340

Profit for the year 0 0 0 253,254 253,254

Balance as at 31 December 2006 838,000 17,000 (397,593) 253,254 710,661
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IX. Notes to the financial statements for the
year ending 31. december 2006

Cash flows statement for the year
ended 31 December 2006
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SKK “000

Pre-tax profit / loss 253,254 (219,340)
Depreciation of non-currentintangible and tangible assets 24,001 21,662
Profit from sale of non-current assets (15,547) (3,097)
Revenues from financial assets recognized under revenues (166,260) (132,380)
Gross premiums (1,906,051) (1,797,330)
Gross benefits and claims 590,271 571,609
Losses from revaluation of financial assets 9,955 3,075
Interest received 151,470 117,090
Premiums received 1,785,338 1,885,263
Claims paid -591,324 (675,410)
Income tax paid 226 (1,090)
Change in reinsurance assets and other assets 31,991 37,971
Changeininsurance reserve 583,112 871,355
Change in other reserves 21,783 6,316
Changein liabilities from insurance and other liabilities (48,990) 63,407
Cash flows from operations 723,229 749,101
Revenues from sale of non-current intangible and tangible assets 32,941 3,097
Purchase of non-current intangible and tangible assets (37,280) (35,399)
Income from mature financial assets 147,075 194,592
Acquisition costs of financial assets (949,048) (1,086,704)
Cash flows from investments (806,312) (924,414)
Increase in share capital and other funds 458,000
Cash flows from financial activities 0 458,000
Total cash flows (83,083) 282,687
Initial balance of cash and cash equivalents 26 601,421 318,734
Final balance of cash and cash equivalents 26 518,338 601,421
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Notes to the financial statements for the
year ending 31. december 2006

1. General

CSOB Poistoviia, a.s. (“Company”), Company ID number (IC0): 31 325 416, VAT ID number (IC DPH): SK 2020 851
767, was established on 1 January 1992 and subsequently incorporated in the Commercial Register on 9 June
1992. The Company was granted the permit to perform insurance activities as a universalinsurer on 4 September
1995.

The Company is engaged in the following activities:

o Life, non-life and accident insurance activities

. Conclusion of agency contracts with natural persons and legal entities on the territory of the Slovak
Republic for negotiating insurance for the Company as provided for in the permitissued by the Ministry of
Finance of the Slovak Republic

. Performance of agency activities for banks, building savings banks and supplementary pension insurance
agencies under a license granted by the body supervising the insurance business, performance of agency
activities for investment services under a license granted by the body supervising the insurance business.

The Company’s registered offices are at Polus Millennium Tower II, Vajnorskd 100/B, 831 04 Bratislava.

The Board of Directors as at 31 December 2006 consisted of the following members:

Nik Vincke chairman
Ing. Ludovit Kristinik member
Ing. Vladimir Kozuch member
Ing. Norbert Striezenec member

The Supervisory Board as at 31 December 2006 consisted of the following members:

Jan Vanhevel chairman
Johan Daemen member
Walter Bogaerts member
Philippe Marc Moreels member
Ing. Roman Miskovsky member
Ing. Peter Klimovsky member

The parent company of CSOB Poistoviia, a.s. is KBC Bank and Insurance Holding Company, with registered offices
at Havenlaan 2 - SEE, B-1080 Brussels, Belgium.
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Notes to the financial statements for the
year ending 31. december 2006

2. Significant accounting methods

2.1 Principles of preparation of financial statements

The Company’s financial statements (“financial statements”) have been prepared in accordance with Internati-
onal Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB")
and in line with the interpretations issued by the International Financial Reporting Interpretation Committee
(“IFRIC”) as adopted by the Commission of the European Union pursuant to the Directive of the European Parlia-
ment and of the Council of the European Union, and in line with the Slovak Accounting Act No 431/2002 Coll.

The Company applied IFRS for the first timein its financial statements prepared as at 31 December 2006 with the
effective date of transition to IFRS from 1 January 2005. In preparing these financial statements, the Company
applied IFRS 1 First-time adoption of International Financial Reporting Standards. The Company did not use any
of the exceptions provided for by IFRS 1.

The last financial statements prepared in accordance with the Slovak accounting standards were for the year
ended 31 December 2005. The comparative reconciliation of the 2005 financial results and equity recognized
in the financial statements prepared in accordance with Slovak accounting standards with the 2006 financial
results and equity recognized in the IFRS financial statements is provided in Note 27.

The financial statements have been prepared using the historical cost method and adjusted by revaluing the
“Financial assets at fair value through profit or loss” to fair value.

Balances reported in these financial statements are disclosed in SKK thousands unless stated otherwise.

The accounting methods used were applied consistently with the previous accounting period.

2.2 Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are converted to Slovak crowns using the
exchange rate of the National Bank of Slovakia valid on the financial statements date. Revenues and costs deno-
minated in foreign currencies are converted to Slovak crowns using the exchange rate of the National Bank of
Slovakia valid on the transaction date.

Differences between a transaction’s contractual exchange rate and the National Bank of Slovakia exchange rate
valid on the transaction date are disclosed under “Losses from sale and revaluation of financial assets”, as are
gains and losses from the movement of exchange rates after the transaction date.




IX. Notes to the financial statements for the
year ending 31. december 2006

2.3 Non-currentintangible and tangible assets

Non-current intangible and tangible assets are stated at cost less accumulated depreciation. The Company
depreciates non-currentintangible and tangible assets over their expected economic useful life using the stra-
ight line method.

The expected economic useful life of non-current intangible and tangible assets is shown in the following

table:
Description Depreciation in years
Buildings, halls and structures 20
Vehicles 4
PCs and other data-processing equipment 3-5
Office equipment and other tangible assets 6-10
Software 5

The costs of expansion, modernization and reconstruction of non-current assets that lead to enhancements of
performance, capacities or efficiency of such assets increase the acquisition cost of non-current intangible and
tangible assets. Repair and maintenance costs are expensed in the accounting period in which they are incur-
red.

Non-current intangible and tangible assets are regularly tested for impairment. When the book value of non-
current assets exceed their estimated realizable value (the higher of market value or value in use), the value is
reduced to reflect the realizable value.

2.4 Financial assets held to maturity

Financial assets held to maturity are financial assets with fixed or pre-determinable payments and maturity that
the Company intends, and is able to, hold to maturity.

Uponinitial recognition, financial assets held to maturity are stated at fair value, and in the financial statements
they are stated at their amortized value less provisions. The amortized value is the amount at which the assets
were valued upon acquisition, adjusted by principal payments and accruals of interest and discounts / premiums.
Interest income from financial assets held to maturity (including premiums / discounts) is calculated using the
effective interest rate method and posted in the income statement under “Revenue from financial assets”.

The Company regularly checks financial assets held to maturity for objective indications that their value may
be impaired. Impairment of financial assets’ value occurs when the book value of a financial asset exceeds the
value of expected future cash flows generated by the financial asset, discounted using the effective interest rate
method.
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2.4 Financial assets held to maturity (continued)

Financial assets held to maturity are recognized at their settlement date and are derecognized from the balance
sheet if:

. The rights to cash flows from the financial assets have expired.

. The Company has transferred the rights to cash flows from the assets to a third party, or agreed to remit
the collected cash flows to a third party (“pass-through arrangements”).

. The Company has transferred nearly all risks and benefits related to the asset, or has not transferred

nearly all risks and benefits related to the asset but has lost control of the asset.

2.5 Financial assets at fair value through profit of loss

Financial assets recognized at fair value in the income statement consist of assets that the Company acquired
with the intention of using short-term price fluctuations to generate profit. Upon initial recognition and in the
financial statements, these financial assets are stated at fair value.

The fair value of financial assets, for which there is an active market and whose fair value can be reliably esti-
mated, are stated at their quoted market prices. If quoted market prices are unavailable, fair value is determined
by estimating the current value of expected future cash flows. Changes in the fair value of such financial assets
are recognized in the income statement under “Losses from sale and revaluation of financial assets”.

Interest income from financial assets recognized at fair value in the income statement (including premiums
/ discounts) is calculated using the effective interest rate method and posted in the income statement under
“Revenue from financial assets”.

Financial assets recognized at fair value in the income statement are posted as at their settlement date and
derecognized from the balance sheet if:

. The rights to cash flows from the financial assets have expired.

. The Company has transferred the rights to cash flows from the assets to a third party, or agreed to remit
the collected cash flows to a third party (“pass-through arrangements”).

. The Company has transferred nearly all risks and benefits related to the asset, or has not transferred

nearly all risks and benefits related to the asset but has lost control of the asset.

2.6 Term bank deposits
Term bank deposits comprise the Company’s receivables from commercial banks due to term deposits.

Upon initial recognition, bank term deposits are stated at fair value and in the financial statements they are
stated at their amortized value less provisions. The amortized value is the amount at which the assets were
valued upon acquisition, adjusted by principal payments and interest accruals. Interest income from term bank
deposits is calculated using the effective interest rate method and recognized in the income statement under
“Revenue from financial assets”.
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2.6 Term bank deposits (continued)

The Company regularly checks term deposits for objective indications that their value may be impaired. Impair-
ment of financial assets’ value occurs when the book value of a financial asset exceeds the value of expected
future cash flows generated by the financial asset, discounted using the original effective interest rate.

Term deposits are recognized as at their settlement date and are derecognized from the balance sheet upon their
maturity.

2.7 Reinsurance assets

Reinsurance assets represent the Company’s receivables from reinsurers due to the Company’s technical reserves
covered by a reinsurance contract. Reinsurance contracts are contracts by means of which the Company transfers
a part of the insurance risk to other insurers. The receivable amounts are determined in line with the rules for
determining technical reserves for insurance claims.

To optimize the claims record of its insurance products, the Company uses the services of foreign reinsurers. The
Company reinsures its portfolio of non-life and life insurance contracts by means of several types of reinsuran-
ce.

The Company’s master reinsurance contract with reinsurers is concluded for one calendar year. This contract
specifies the terms and conditions for the Company’s obligatory reinsurance. The reinsurance contract governs

allinsurance contracts in the Company’s portfolio.

The Company concludes facultative reinsurance contracts for those insurance contracts that exceed the master
reinsurance contract coverage; these contracts are always valid only for a specificinsurance contract.

2.8 Receivables from insurance

Receivables frominsurance represent the Company’s receivables from the policyholders’ written premiums on the
basis of concluded insurance contracts. Receivables from insurance are stated net of provisions for impairment.

The Company regularly checks receivables from insurance for objective indications that their value may be impai-

red. Impairment of receivables occurs when the book value of receivables exceeds the value of expected future
cash flows generated by the financial asset, discounted using the original effective interest rate.

2.9 Cash and current bank accounts

Cash and current bank accounts represent cash in domestic and foreign currency treasury, securities and cash on
bank accounts payable upon request.

2.10 Classification of products

Insurance risk is the risk that the Company may incur a contractual obligation if an unforeseeable event (insu-
rance claim) occurs.
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2.10 Classification of products (continued)

The financial risk is the risk of possible future changes in the interest rate, financial instrument price, commo-
dity price, exchange rate, price or rating index, credit rating or credit index, or other variable, provided - if the
variable is non-financial - the given variable is not the contractual party’s specific variable.

The Company classifies contracts as insurance contracts if they carry a significant amount of insurance risk. If
a contract is classified as an insurance contract, this classification is not changed throughout the contract’s

duration.

The Company classifies contracts as investment contracts if they only carry financial risks or carry only insigni-
ficantinsurance risks.

2.11 Insurance reserves
Insurance reserves represent an estimate of the current value of the claims of policyholders against the Company
on the basis of valid insurance contracts. Insurance reserves are created in line with the provisions of Act No

95/2002 Coll. on theinsurance business.

The Company has created the following insurance reserves:

. Unearned premium reserve

J Life insurance reserve

J Claims reserve in life insurance

J Claims reserve in non-life insurance
J Unit link reserve

Unearned premium reserve

The unearned premium reserve is created in life and non-life insurance using the pro rata temporis method. In
the “universal life” type of insurance, only the portion of premiums not used for additions to reserves is accrued
(insurance premiums after the reduction of the reserve-creating component) since the reserve-creating portion
of the entire premium is created in the reserve for life insurance.

Reserves are determined as the total of reserves calculated from the individual insurance contracts using the
1/365 method.

Life insurance reserves
Life insurance reserves created by the Company are as follows:

Individual life insurance reserve. This is created from the savings portion of the premium and from the recognized
share of the surplus; it is recorded individually to corresponding life insurance contracts. This reserve is not
zillmerized; the Zillmer method is only used at the date of the surrender value payout or upon a reduction of
the duration of the cover. The reserve includes the capital value of individual life insurance savings contracts,
including the allocated share of the surplus from prior periods as well as from the current period, the accumu-
lated extraordinary premium and the accumulated share of the profit from contracts with a collective reserve,
which is recorded individually for each insurance contract, and also allocations to capital values from the unpaid
premium billings debt.
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2.11 Insurance reserves (continued)

Collective life insurance reserve with share on gain. This comprises the Zillmer reserve of life-insurance products
with the collective reserve and reserve for old-age pension payments being paid, including the costs of pension
payments.

Collective life insurance reserve without share of gain. This is a set of reserves calculated using actuarial methods,
having the character of prospective reserves, which do notinclude the right of a client to a profit share. They are
created to cover future obligation from exemption of paying insurance premiums due to permanent disability,
criticalillness or death of the caretaker and for pensions. The reserve further includes actuarial reserves of risk
insurance in the event of death, additional risk insurance of death or critical illness and actuarial reserves to
cover increased risk of death and criticalillness of clients, who have an additional risk charge.

Deficit reserve. The Company creates the reserve in accordance with Section 22 of Act No 95/2002 Coll. on theins-
urance business as amended; this requires that technical reserves be sufficient to cover an insurance company’s
liabilities towards policyholders. The reserve is calculated as the positive difference between the market-valued
liabilities from the concluded life insurance contracts and the sum of technical reserves relating to life insurance
contracts valued using actuarial assumptions.

Claims reserve in life insurance

The reserves for insurance claims in life insurance are created for insured events reported before the end of the
accounting period but not settled in that period (“RBNS”) as well as for insured events incurred but not reported
in the current period (“IBNR").

The RBNS balance is determined as the sum of reserves calculated for the individualinsured events, and includes
the expected costs related to claim settlement.

The IBNR balance, with the exception of bank insurance group contracts, is defined as the product of average
daily settlement and the average number of days between the occurrence and the payout of insured events,
reduced by the RBNS reserve already created.

In bankinsurance group products the claims reserve for events that occurred but were not reported in the cur-
rent period is stated using the estimated loss ratio method.

Claims reserve in non-life insurance

Reserves forinsurance claims in non-life insurance are created forinsured events reported before the end of the
accounting period but not settled in that period (“RBNS”) and for insured events incurred but not reported in
the current period (“IBNR").

The claims reserve is calculated as the sum of reserves for individual insured events grossed-up by a qualified
professional estimate of expected additional claims. The reserve also includes all expected costs related to the
settlement of claims, reduced by the expected amount of recoverable outstanding debts.
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2.11 Insurance reserves (continued)

The RBNS balance is created on the basis of a claims administrator estimate directly after the registration of the
insured event.

The IBNR balance is calculated based on actuarial methods. In property insurance the Chain-Ladder method is
used. IBNR for MTPL is calculated on the basis of the estimated loss ratio as recommended by the Slovak Office
of Insurers.

Unit link reserve

The unit link reserve is created in life insurance where the economic risk of variable yields or growth of invested
resources is borne exclusively by the person who concluded an investment life insurance contract with the ins-
urance company. This technical reserve is meant to constitute an up-to-date value of the unit link financial
resources for all such insurance contracts in life insurance.

2.12 Other reserves

Other reserves are recognized when the Company has a present obligation (legal or constructive) as a result of a
past event for which itis probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

The Company creates a reserve for deficits in MTPL that were transferred to the Slovak Office of Insurers following
the demonopolization of this insurance beginning 1 January 2002. The Company believes that by including the
surcharge in the basic MTPL insurance rates, the Company incurs an obligation to use these funds solely for the
settlement of the said deficit. The amount of reserve for deficits in MTPL is calculated as the difference between
the total funds received from policyholders toward settling the deficit, and the value of actual payments for the
deficit by the Slovak Office of Insurers.

2.13 Costs and revenues
The Company recognizes costs and revenues on the accrual basis regardless of the date of financial settlement.
The deferred acquisition cost method forinsurance contracts and the period of deferralis selected dependent on

theinsurance product and the method of creation of technical reserves for life insurance. The Company uses the
following types of deferred acquisition costs related to life policies:

. acquisition costs related to the Spektrum product are amortized over the period during which the reserve
is negative, which depends on the parameters of individual policies; it can take up to 3 years;
. acquisition costs related to policies, whereby the life insurance reserve is created using the Zillmer

method, are amortized over the period for which the life insurance reserve calculated using the Zillmer
method is negative;
. acquisition costs related to the other life policies are amortized over 7 years.
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2.14 Gross premium

Gross premium includes all payable amounts specified in insurance contracts over the accounting period
regardless of whether these amounts relate wholly or partially to future accounting periods.

2.15 Benefits and claims

The benefits and claims represent the compensation paid to policyholders upon the settlement of claims; they
are stated at the amount of claims paid out.

2.16 Income tax

The Company’s income tax is calculated in accordance with Act No 595/2004 Coll. on income tax as amended by
modifying the accounting profit / loss by deductible and non-deductible items due to permanent and temporary
tax base adjustments.

A part of the Company’s revenue is subject to withholding tax (e.g. interest on term deposits). The paid withhol-
ding taxes are considered to constitute income tax advance payments.

Deferred taxes are calculated using the balance sheet method on all temporary differences between the tax value
of assets and liabilities and their net carrying value, and in the event of a tax loss that can be utilized against
future taxable profits. The assessment of deferred taxes is based on tax rates expected to apply at the time of set-
tlement of deferred tax assets and liabilities. Deferred tax assets and liabilities are not subject to discounting.

The Company recognizes deferred tax assets only if it is probable that there will be future taxable profits against
which it will be possible to utilize the temporary deductible differences.

2.17 Use of estimates, assumptions and judgments

The preparation of the IFRS financial statements requires the Company to use estimates, assumptions and judg-
ments that influence the application of accounting principles and methods as well as the disclosed amounts of
assets, liabilities, revenues and costs. The estimates and related assumptions are applied on the basis of histori-
cal experience and other factors that are deemed reasonable under the circumstances.

The outcomes of such estimates and assumptions constitute the basis for determining the carrying value of
assets and liabilities thatis not apparent from other sources. Actual results may differ from such estimates. Esti-
mates and related assumptions are revaluated on an on-going basis.

The Company uses estimates, assumptions and judgments especially to calculate the amount of technical reser-
ves (especially the IBNR reserve and life insurance technical reserves), fair values of financial instruments, pro-
visions for receivables, depreciation periods and carrying values of intangible and tangible assets, and reserves
for employee benefits.
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2.17 Use of estimates, assumptions and judgments (continued)

In estimating the future cash flows resulting from the existence of insurance contracts, the Company uses a
set of assumptions. There can be no guarantee that the actual developments will not be significantly different
from the developments predicted on the basis of assumptions. All assumptions are estimated on the basis of the
Company’s own experience, on the basis of the experience of other entities within the KBC group and on the basis
of the general experience in the insurance industry.

Allinsurance contracts are subject to the test of adequacy of technical reserves, whereby the value of technical
reserves is compared with the current value of future liabilities under the relevant contracts. The current value of
future liabilities is evaluated using the best estimate of assumptions at the time of testing.

In the event that it is impossible to obtain the fair value of financial instruments from active markets, the fair
value is determined using various valuation techniques, including the use of actuarial models. Inputs for these
models are, if possible, taken from recognized markets; however, if this proves impossible, the determination
of fair value is subject to a certain degree of estimation. Estimates represent an evaluation of the liquidity and
inputs for these models.

2.18 Reserve adequacy test

The Company tests the adequacy of technical reserves in life insurance. If, in these tests, the Company identifies
a positive difference between the market-valued liabilities resulting from the concluded life insurance contracts
and the sum of technical reserves related to the life insurance contracts pursuant to Section 22 (1) (a) to (f) of
Act No 95/2002 Coll. as amended, the Company recognizes this difference as a deficit reserve. The market valua-
tion of liabilities resulting from the concluded life insurance contracts is performed by discounting the expected
future cash flows under the concluded life insurance contracts. The Company determines the expected future
cash flows under the concluded life insurance contracts and their current value using a cash flows model. The
expected cash flows are influenced by the assumptions used and the surcharges for unfavorable development.

For the purposes of testing the adequacy of technical reserves in life insurance, the Company classifies its ins-
urance activities into two portfolios: the “old” portfolio consists of insurance contracts with technical interest
rates of 6% and 5%; the “new” portfolio consists of insurance contracts with technical interest rates of 3.6%,
3% and 2.4%.

The technical reserve adequacy test was performed on the level of insurance contracts as at the financial state-
ments date. The Company modeled 100% of the life insurance reserve portfolio.

Upon testing the adequacy of technical reserves in the “new” portfolio of life insurance, no positive difference
was identified between the market valuation of these liabilities and the sum of technical reserves related to the-
se life insurance contracts pursuant to Section 22 (1) (a) to (f) of Act No 95/2002 Coll. as amended; hence the
Company has not recognized a deficit reserve in relation to its “new” portfolio.
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2.18 Reserve adequacy test (continued)

Upon testing the adequacy of technical reserves in the “old” portfolio of life insurance, a positive difference was
identified between the market valuation of these liabilities and the sum of technical reserves related to these
life insurance contracts pursuant to Section 22 (1) (a) to (f) of Act No 95/2002 Coll. as amended; therefore, the
Company recognized a deficit reserve in relation to its “old” portfolio of life insurance as at 31 December 2005.
As a result of the 2006 increase of the interest rate, no positive difference was identified between the market
valuation of these liabilities and the sum of technical reserves; the Company thus released the deficit reserve as
at 31 December 2006.

Discounted cash flows model

The model consists of the following cash flows that are discounted using the investment yield:

. Expected (future) claims (death, maturity).

. Expected (future) surrenders.

. Expected (future) claims from additionalinsurance.

. Expected (future) insurance contract costs (initial, administrative, claim settlement costs).

. Expected (future) commissions (initial, subsequently reduced by expected commission refunds).
. Expected (future) premiums paid by policyholders.

The minimum amount of insurance liabilities is determined as the difference between the insurer’s future liabi-
lities and future income, where future liabilities mean the expected claims, expected surrenders, expected costs
and commissions, and future income means expected premiums.

For testing the adequacy of technical reserves, the best estimates of assumptions as at the financial statements
date were adjusted by the unfavorable development surcharge as follows:

Surcharge

reduction by 0.25

Risk-free interest rate (used to make cash flows interest-free) e

Mortality rate (low mortality rate) 10%
Probability of insurance contract cancellation 10%
Inflation of costs 10%

Unitinsurance contract costs 20%
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2.18 Reserve adequacy test (continued)

The economic assumptions on the interest rate were determined on the basis of market interest rates and esti-
mates of local experts on the future that were available as at the financial statements date. The economic as-
sumptions on the inflation level were determined on the basis of the estimated inflation developments in the
Slovak Republic.

The best estimates of assumptions on the cancellation rate were adjusted on the basis of the results of a can-
cellation analysis.

The assumptions of unit costs used in the models were determined on the basis of a cost analysis. Unit costs were
determined so as to exceed the value of the Company’s planned total costs by the time the Company achieves an
accounting profit. The models allow for the expected increases of costs due to cost inflation.

2.19 Management of insurance and financial risks

The Company is exposed to various insurance and financial risks. These include mainly changes in mortality,
morbidity and insurance cancellation rates. Another group of risks consists of risk related to the placement of
technical reserve resources in various financial assets that are exposed to foreign currency risk, interest rate
risk, credit risk, risk of price changes on stock markets and other risks.
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2.19 Management of insurance and financial risks (continued)

Insurance risk

A summary of the main risks that the Company is exposed to is described below:

Mortality risk

The Company is exposed to risk in the event of death:

- Inproductsin which, upon death, the higher of the agreed insured amount or
the value of the account is payable, the difference between the two represents
a risk.

- Inproductsin which, upon death, the agreed insured amount along with the
value of the account is payable, the insured amount represents a risk.

- Inproductsin which the insurance company assumes the obligation to pay
premiums in the event of death of the policyholder, the current value of
outstanding premium payments represents a risk.

The Company is exposed to risk that claims may occur more frequently or at
higher amounts than expected.

If maturity is reached, the Company pays out the actual value of the account,
hence there is no mortality risk.

Morbidity risk

In additional risk insurance, the Company is at risk in relation to the agreed
insurance premium or current value of outstanding premium payments that the
Company would assume in the event of the policyholder’s disability.

Cancellation risk

In the event of premature termination of the insurance contract, the Company
pays out the surrender value which equals the account value less the surrender
fee. The policyholder’s right to the surrender value arises after 36 months of the
insurance duration (12 months for insurance paid in a single payment).

The risk resulting from cancellations is that the Company loses the positive cash
flows of future years.

Costs

Costs are covered from fees that are withheld from the policyholders’ personal
accounts.

The risk is that the Company may fail to generate the necessary critical volume of
insurance, from which it would be able to generate sufficient funds in fees to cover
all fixed and variable costs.

Investment gains

The risk represents a possibility that in the future the Company might not be able
to generate the required minimum return equal to the technicalinterest reserve.
In that case it will have to allocate the shortfall revenue from its own funds.

In unit-link products, the investment risk is fully borne by the policyholder. The
investment gain is reflected in the investment unit price.

Option to increase insurance coverage

Policyholders have the right to increase their insurance coverage by inflation after
each year of insurance. No risk control is required. This represents the risk of anti-
selection, namely that the option will be used only by clients with a worse state of
health.

Option of partial selection

Policyholders have the right to surrender a part of their accounts prior to the
end of the insurance period, but not earlier than after 36 months (12 months for
insurance paid in a single payment).

The risk for the Company is that the clients may surrender their policies in large
numbers and the Company may fail to generate sufficient revenues from the
administration of assets.

Embedded options and derivatives
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2.19 Management of insurance and financial risks (continued)

The Company manages mortality and morbidity risk by thoroughly controlling risk levels upon the approval of
insurance contracts. This is achieved by applying rules specified by the reinsurer. Insurance contracts involving
risks exceeding the maximum limits of insurable amounts agreed by the reinsurer must be delivered to the rein-
surer for special assessment. The Company also manages its risk by reinsurance.

The Company performs regular actuarial control cycles. The cycle is used to monitor whether the assumptions
used for the valuation of products do not deviate from reality to an extent that would have a negative impact on
product profitability.

At the end of last year (2005), the Company went through a process of product revaluation due to the reduction
of the guaranteed interest rate from 3% to 2.5%.

Financial risk

Currency risk

The Company has financial investments covered by its life insurance technical reserves and free funds denomi-
nated in SKK; only an insignificant part of the Company’s other assets and liabilities is denominated in foreign
currencies. Therefore, the Company is not exposed to significant levels of currency risk.

Risk of interest rate changes

Interest rate risk means that the value of financial instruments may fluctuate as a result of changes in market
interest rates; furthermore, the maturity dates of interest-bearing assets differ from the maturity dates of inte-
rest-bearing liabilities used to finance such assets.

The Company eliminates interest rate risk by actively managing its portfolio of assets and liahilities and by alig-
ning their cash flows.

Credit risk

Credit risk represents the risk that the market value of financial instruments will decrease as a result of the
decreased credit rating of the instrument’s issuer. All Company’s investments are realized in line with up-to-date
and valid internal investment directive with a focus on the issuer’s rating and predefined limit. The Company is
exposed to credit risk especially with respect to investments in bonds.

Liquidity risk
Liquidity risk represents risk that the maturity of financial assets may differ from the maturity of financial liabili-
ties, as a result of which the Company may not be able to settle its matured liabilities in due time and manner.

The Company covers its expected liquidity needs by a sufficient volume of highly liquid short-term financial
assets.

2.20 Future changesin accounting principles

In August 2005, the International Accounting Standards Board issued the new IRFS 7 Financial instruments
- Disclosures that requires disclosures enabling the users of financial statements to evaluate the importance
of the Company’s financial instruments as well as the character and extent of risks underlying these financial
instruments. The Company has decided to apply IFRS 7 as of 1 January 2007.

The amendment to IAS 1 Presentation of financial statements requires the Company to disclose new information
to allow the users of financial statements to evaluate the policies, objectives and processes that the Company
applies in managing capital. The Company has decided to implement the amendment as of 1 January 2007.
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3. Non-currentintangible assets

Other
SKK “000 Software intangible
assets
As at 1 January 2005 40,590 3,366 43,956
Accumulated amortization (35,406) (2,942) (38,348)
Carrying value as at 1 January 2005 5,184 424 5,608
2005
Initial balance: net book value 5,184 424 5,608
Additions 9,450 1,576 11,026
Amortization (3,471) (122) (3,593)
Final balance: net book value 11,163 1,878 13,041
As at 1 January 2006 50,040 4,942 54,982
Accumulated amortization (38,877) (3,064) (41,941)
Carrying value as at 1 January 2006 11,163 1,878 13,041
2006
Initial balance: net book value 11,163 1,878 13,041
Additions 10,705 211 10,916
Disposals 0 (629) (629)
Amortization (5,172) (211) (5,383)
Final balance: net book value 16,696 1,249 17,945
As at 31 December 2006 60,744 4,525 65,269
Accumulated amortization (44,049) (3,275) (47,324)
Net book value 16,695 1,250 17,945
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Buildings c .

s 00 and  hallsand MRS (Nehides  TOTAL
As at 1 January 2005 3,846 19,884 64,109 39,184 127,023
Accumulated depreciation 0 (2,609) (51,243) (23,074) (76,926)
Carrying value as at 1 January 2005 3,846 17,275 12,866 16,110 50,097
2005

Initial balance: net book value 3,846 17,275 12,866 16,110 50,097
Additions 0 808 9,527 22,728 33,063
Disposals 0 (1,867) (2,636) (15,790) (20,293)
Depreciation 0 (612) (5,404) (386) (6,402)
Final balance: net book value 3,846 15,604 14,353 22,662 56,465
As at 1 January 2006 3,846 18,825 71,000 46,121 139,792
Accumulated depreciation 0 (3,221) (56,647) (23,459) (83,327)
Carrying value as at 1 January 2006 3,846 15,604 14,353 22,662 56,465
2006

Initial balance: net book value 3,846 15,604 14,353 22,662 56,465
Additions 0 3,648 8,663 20,736 33,047
Disposals (3,846) 16,776) (1,364) (8,013) (29,999)
Depreciation 0 2,735 (5,774) (9,029) (12,068)
Final balance: net book value 0 5,211 15,878 26,356 47,445
As at 31 December 2006 0 5,698 78,299 58,844 142,841
Accumulated depreciation 0 (487) (62,421) (32,488) (95,396)
Net book value 0 5,211 15,878 26,356 47,445
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5. Financial assets

The Company’s financial assets, which do not constitute derivative financial instruments, are summarized into
the following categories.

a) Financial assets held to maturity

SKK “000

Government bonds 852,184 851,071

Corporate bonds 390,463 367,197
Mortgage bonds 362,795 433,302
Bills of exchange 75,116 202,140

TOTAL 1,680,558 1,853,710

b) Financial assets at fair value through profit or loss

SKK 000

Debt securities: 2,119,603 1,410,349

Government bonds 1,384,180 1,008,026
Corporate bonds 446,068 300,813
Mortgage bonds 238,912 51,408
CDOs 50,443 50,102
Investment certificates 143,681 0

TOTAL 2,263,284 1,410,349

c) Cash and current bank accounts

SKK “000

Cash and securities
Bank accounts 12,330 10,602
TOTAL 12,659 10,975
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6. Reinsurance assets

SKK 000

Reinsurer’s share of insurance contract reserves
TOTAL 49,783 44,593

7. Taxes

The structure of tax assets and liabilities as at 31 December 2006 is shown below:

31 December 2006
Liabilities

31 December 2005
Liabilities

SKK “000

Assets Assets

Income tax due (withholding tax paid)

Deferred income tax 0 0 0 0

TOTAL 2,136 0 2,363 0

Deferred taxes are calculated for all temporary differences between the carrying and tax values of assets and
liabilities using a 19% tax rate as follows:

Deferred tax Deferred tax

SKK 000

2006 2005
Provisions and non-tax reserves 28,619 21,842
Unutilized tax loss 13,151 72,730
Other (3,737) (1,687)
Deferred tax asset 38,033 92,885
Adjustment to realizable value (38,033) (92,885)
TOTAL 0 0

The Company has decided not to recognize a deferred tax asset due to the uncertainty regarding sufficient future
taxable incomes necessary for the utilization of the deferred tax asset.




IX. Notes to the financial statements for the
year ending 31. december 2006

7. Taxes (continued)

The reconciliation of the Company’s pre-tax profit with the actual corporate income tax is as follows:

SKK “000

Profit / loss (-) before taxes 253,254 (219,340)
Theoretical tax (19%) 48,118 (41,675)
Unrecognized tax asset (54,852) 47,275
Permanent differences 6,734 (5,600)
Tax expense 0 0
Effective tax rate 0% 0%

8. Receivables from insurance

SKK 000 2006 2005
Gross receivables from insurance 195,669 164,835
From policyholders 179,341 150,871
From agents 7,298 7,351
From reinsurance 9,030 6,613
Provisions for receivables from insurance 76,596 64,020
From policyholders 69,484 57,128
From agents 7,112 6,892
From reinsurance 0 0
Net receivables from insurance 119,073 100,815
From policyholders 109,857 93,743
From agents 186 459
From reinsurance 9,030 6,613

9. Acquisition costs of insurance contracts

SKK “000

Deferred acquisition costs - life insurance 80,589 97,936
Deferred acquisition costs - non-life insurance 21,925 22,742
TOTAL 102,514 120,678

® °9
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Notes to the financial statements for the
year ending 31. december 2006

10. Other assets

SKK 000

Gross other receivables 12,794
Provisions for receivables (2,090) (780)
Deferred expenses 17,010 25,424
3,990 3,890

TOTAL 31,704 39,285

Other assets

11. Reserves frominsurance

SKK “000

Unearned premium reserve 125,672 117,670

Life insurance reserve 2,288,390 2,183,074
Claims reserve 1,064,070 725,670
Premiums and discounts reserve 2,076 2,541
Unit link reserve 139,494
Investment contract liabilities 367

TOTAL 3,620,069 3,028,955
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11. Reserves from insurance (continued)

39 | Annualreport | | 2006

SKK “000 Life insurance i nﬁﬂ?all::g
Unearned premium reserve asat 1 January 2005 22,583 79,610
additions 4,315 461,297

disposals 2,784 447,351

as at 31 December 2005 24,114 93,556

additions 4,014 366,380

disposals 3,817 358,575

as at 31 December 2006 24,311 101,361

Claims reserve asat 1 January 2005 48,904 182,727
additions 98,173 1,017,973

disposals 80,135 541,972

as at 31 December 2005 66,942 658,728

additions 87,741 1,014,341

disposals 75,812 687,870

as at 31 December 2006 78,871 985,199

Life insurance reserve asat 1 January 2005 1,815,332 0
additions 818,366 0

disposals 450,624 0

as at 31 December 2005 2,183,074 0

additions 642,618 0

disposals 537,302 0

as at 31 December 2006 2,288,390 0

Premiums and discounts reserve asat 1 January 2005 0 12,725
additions 0 16,931

disposals 0 27,115

as at 31 December 2005 0 2,541

additions 0 6,515

disposals 0 6,980

as at 31 December 2006 0 2,076

Unit link reserve asat 1 January 2005 0 0
additions 0 0

disposals 0 0

as at 31 December 2005 0 0

additions 146,918 0

disposals 7,057 0

as at 31 December 2006 139,861 0

0

TOTAL insurance reserves as at 31 December 2005 2,274,130 754,825
TOTAL insurance reserves as at 31 December 2006 2,531,433 1,088,636
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12. Other reserves

SKK 000

MTPL deficit reserve 76,611 54,895

Passive lawsuits reserve - commercial and social 176 109
TOTAL 76,787 55,004

Other reserves

MTPL deficit reserve asat 1 January 2005 48,687
additions 50,143
disposals 43,935
as at 31 December 2005 54,895
additions 47,116
disposals 25,400
as at 31 December 2006 76,611
Reserve for social lawsuits asat 1January 2005 0
additions 820
disposals 711
as at 31 December 2005 109
additions 175
disposals 108
as at 31 December 2006 176
TOTAL 76,787
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year ending 31. december 2006

13. Insurance payables

SKK 000

To policyholders 90,445 100,678
To agents 20,197 27,552
To reinsurers 27,171 49,252
TOTAL 137,813 177,482

14. Deferred revenue

SKK 000

Premium prepayments - life 19,947 22,935

Premium prepayments - non-life 133,559 229,595
Other deferred revenue 6,066 8,451
TOTAL 159,572 260,981

15. Other payables

SKK 000

Trade payables

Social and health insurance payables 3,243 3,497
Other fiscal payables 1,626 2,627
TOTAL 52,763 60,751
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year ending 31. december 2006

16. Net premiums

a) Gross premiums

v tis. SKK

Life insurance 1,026,986 800,294
Non-life insurance 887,068 1,020,430

Unearned premium reserve change (8,003) (23,394)

1,906,051 1,797,330

TOTAL gross premium

b) Reinsurers’ share of gross premiums

v tis. SKK

Life insurance 2,967 1,314
Non-life insurance 76,240 110,430

Unearned premium reserve change 822 7,269

TOTAL reinsurers’ share of gross premiums 80,029 119,013

17. Revenue from financial assets

v tis. SKK

Revenues from financial assets held to maturity 104,087 97,188

Interest income from debt securities 85,072 81,211
Interestincome from bills of exchange 7,804 3,445
Revenues from financial assets at fair value through profit or loss 62,173 35,192
Revenues from term deposits 10,568 12,478
Revenues from current accounts 638 41
Revenues from loans 5 14

TOTAL 166,260 132,380
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18. Commissions and fees received

SKK “000

Commissions for life insurance received 1,053 0
Commissions for non-life insurance received 5,727 11,801
TOTAL 6,780 11,801

19. Other revenues

SKK “000

Other technical life revenues 2,505 2,710
Other technical non-life revenues 3,509 4,815
Revenues from sales of buildings and land 13,206 0
Other non-technical revenues 7,468 8,143
TOTAL 26,688 15,668

20. Net claims

a) Gross benefits and claims paid

SKK “000

Life 315,637 306,441
Non-life 274,634 265,168
TOTAL 590,271 571,609

b) Reinsurers’ share of gross benefits and claims paid

SKK “000

Life
Non-Llife 8,447 9,902
TOTAL 8,745 10,302
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20. Net claims (continued)

c) Change in claims reserve

SKK 000

Change in life insurance claims reserve 11,928 18,037

additions 87,740 98,172
disposals 75,812 80,135
Change in non-life insurance claims reserve 308,555 487,523
additions 978,827 992,781

670,272 505,258
320,483 505,560

disposals

d) Reinsurers’ share in claims reserve

SKK “000

Reinsurers’ share in life insurance claims reserve (296) 0
share in additions 296 0
share in disposals 0 0

Reinsurers’ share in non-Llife insurance claims reserve (6,521) (4,915)
share in additions 36,421 34,536
share in disposals 29,900 29,621

TOTAL (6,817) (4,915)
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21. Changes in other insurance reserves

SKK 000

Change in other life insurance reserves 244,810 376,919

additions 789,056 681,273
disposals 544,246 304,354
Change in other non-life insurance reserves 21,251 8,677
additions 53,631 67,074

disposals 32,380 58,397

266,061 385,596

22. Insurance commissions and fees paid

SKK “000

Life insurance commissions paid 76,508 69,683

Non-life insurance commissions paid 64,524 82,574
TOTAL 141,032 152,257

23. Losses from sale and revaluation of financial assets

SKK “000

Profit from sale of debt securities

Loss from revaluation of debt securities 9,800 3,075
Loss from revaluation of investment shares 932 0
Loss from revaluation of unit linked financial assets 468 0

TOTAL 03855 3,075
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24. Other operational costs

SKK “000 2006 2005
Marketing 15,511 13,642
Sales network support costs 14,928 13,078
Other acquisition costs 5,246 14,607
Payroll expenses 153,546 162,318
Training and educational costs 6,578 6,614
Travel costs 13,026 17,460
Rent and related costs 38,634 41,349
Costs of office supplies 8,100 11,752
I 13,386 4,600
Telecommunications services 26,843 32,894
Entertainment costs 996 987
Costs of legal and audit services 5,497 6,539
Depreciation 25,156 26,641
Fees and contributions 5,472 401
Other administration costs 14,021 21,889
Portfolio administration costs 10,367 8,507
Professional membership-related costs 37,965 2,940
8% compulsory MTPL contribution payment 40,173 51,811
Other technical non-life costs 8,245 11,264
Other technical life costs 556 695
TOTAL 444,246 449,988

25. Provisions and depreciation of assets

SKK “000

Addition to provisions 14,515 4,200
Write-off receivables 1,495 438
16,010 4,638

TOTAL additions to provisions and depreciation of assets
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year ending 31. december 2006

26. Cash and cash equivalents

Cash and cash equivalents disclosed in the cash flows statement is as follows:

SKK “000

Cash and securities 329 373
Bank accounts 12,329 10,602
Term deposits 430,564 388,306
Bills of exchange 75,116 202,140
TOTAL 518,338 601,421

27. Reconciliation with SAS financial statements

SKK “000

SAS balance as at 1 January 2005 273,416
Deferred insurance contract acquisition costs (2,075)
Correction of errors from prior years 17,406
IFRS balance as at 1 January 2005 288,747

Profit for the

SKK “000 .
period

SAS balance as at 31 December 2005 (217,065) 461,756
Deferred insurance contract acquisition costs (2,274) (4,349)

IFRS balance as at 31 December 2005 (219,339) 457,407
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year ending 31. december 2006

28. Currency structure of assets and liabilities

SKK EUR (W44 INE

Item / SKK “000

2006 2005 2006 2005 2006 2005 2006 2005
Non-currentintangible assets 17,945 13,041 0 0 0 0 0 0
Non-current tangible assets 47,445 56,465 0 0 0 0 0 0
Financial assets held to maturity 1,680,558 1,853,710 0 0 0 0 0 0
Financial assets at fair value
through profit or Loss 2,207,159 1,410,349 56,125 0 0 0 0 0
Term deposits in banks 428,889 388,306 1,675 0 0 0 0 0
Reinsurance assets 49,783 44,593 0 0 0 0 0 0
Tax assets 2,136 2,363 0 0 0 0 0 0
Receivables from insurance 110,700 100,815 0 0 8,373 0 0 0
Acquisition cost of insurance contracts 102,514 120,678 0 0 0 0 0 0
Other assets 25,303 36,991 6,401 2,245 0 49 0 0
Cash and current bank accounts 10,466 10,394 2,142 501 18 47 33 33
Total assets 4,682,898 4,037,705 66,343 2,746 8,391 96 35 33
Share capital 838,000 838,000 0 0 0 0 0 0
Share premium 17,000 17,000 0 0 0 0 0 0
Accumulated losses (397,593) (178,253) 0 0 0 0 0 0
Profit / loss for the year 253,254 (219,340) 0 0 0 0 0 0
Reserves from insurance 3,564,822 3,028,955 55,247 0 0 0 0 0
Other reserves 76,787 55,004 0 0 0 0 0 0
Insurance payables 136,926 177,482 887 0 0 0 0 0
Deferred revenue 153,154 253,281 6,418 7,700 0 0 0 0
Other payables 52,133 60,305 12 228 618 218 0 0
Total equity and liabilities 4,694,483 4,032,434 62,564 7,928 618 218 0 0
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29. Ownership changes

SKK “000 KBC I“s“’aﬁe ¢S0B, a.s. PSIS, a.s. TOTAL

As at 1 January 2005

in absolute terms 337,500 61,500 51,000 450,000

voting rights 675 123 102 900
Share capital increase

in absolute terms 291,000 97,000 0 388,000

voting rights 582 194 0 776
As at 31 December 2005

in absolute terms 628,500 158,500 51,000 838,000

voting rights 1,257 317 102 1,676
Transfer of shares

in absolute terms 51,000 0 -51,000 0

voting rights 102 0 -102 0
As as 31 December 2006

in absolute terms 679,500 158,500 0 838,000

voting rights 1,359 317 0 1,676

share 81.09% 18.91% 0% 100%

30. Liquidity risk

The following table contains the structure of assets and liabilities classified into groups by residual maturity
from the financial statements date to their respective contractual due date. The table is prepared on the basis of
the most prudent evaluations of maturity dates if there are possibilities of early pay-up or a payment calendar
allowing early pay-ups. Assets and liabilities that do not have a contractual due date are disclosed jointly under
“maturity not specified”.
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30. Liquidity risk (continued)

The maturity of assets and liabilities as at 31 December 2006 is shown below:

Notes to the financial statements for the
year ending 31. december 2006

monthe  monthe  years  Syes  specfied  TUL
Assets

Non-current intangible assets 17,945 17,945
Non-current tangible assets 47,445 47,445
Financial assets held to maturity 183,362 83,494 362,626 1,051,076 1,680,558
5;132‘;‘;[035;?;;:5; oss 390,468 22,153 1,043,309 806,073 1,281 2,263,284
Term deposits in banks 430,564 430,564
Reinsurance assets 49,783 49,783
Tax assets 2,136 2,136
Receivables from insurance 119,073 119,073
Acquisition costs of insurance contracts 12,302 25,629 54,332 10,251 102,514
Other assets 19,023 1,585 11,096 31,704
Cash and current bank accounts 12,659 12,659
Liabilities

Reserves from insurance 219,601 778,582 395,105 2,225,595 1,186 3,620,069
Other reserves 7,063 21,189 48,535 76,787
Insurance payables 137,813 137,813
Deferred revenues 130,849 28,723 159,572
Other payables 52,763 52,763
Net balance sheet 669,145  (693497) 1,065,162 -358,195 28,046 710,661

position as at 31 Dec. 2006
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30. Liquidity risk (continued)

The maturity of assets and liabilities as at 31 December 2005 is shown below:

SKK “000 0-3 3-12 1-5 Over Maturity not

months months years  5years specified
Assets
Non-current intangible assets 13,041 13,041
Non-current tangible assets 56,465 56,465
Financial assets held to maturity 223,626 109,186 391,429 1,129,469 1,853,710
ngzct‘ﬁrloaj;t;;:sgf oss 35,775 65,001 991,016 318,557 1,410,349
Term deposits in banks 388,306 388,306
Reinsurance assets 44,593 44,593
Tax assets 2,363 2,363
Receivables from insurance 100,815 100,815
‘O\lf?;‘;"gﬁ'c‘ecgzastracts 14,482 30,170 63,959 12,067 120,678
Other assets 23,571 1,965 13,749 39,285
Cash and current bank accounts 10,975 10,975
Liabilities
Reserves from insurance 183,744 651,449 330,589 1,863,173 3,028,955
Other reserves 24,500 28,252 2,252 55,004
Insurance payables 177,482 177,482
Deferred revenues 214,004 46,977 260,981
Other payables 60,751 60,751
Net balance sheet 181,662 (489,741) 1,087,563 (403,080 81,003 457,407

position as at 31 Dec. 2005

31. Interest rate risk

Interest rate risk means the value of financial instruments may fluctuate as a result of changes in market interest
rates; furthermore, the maturity dates of interest-bearing assets differ from the maturity dates of interest-bea-
ring liabilities used to finance such assets. The definition of the period during which the interest rate of a finan-
cialinstrument is fixed indicates the level of exposure of the relevant financial instrument to interest rate risk.
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31. Interest rate risk (continued)

The structure of respective balance sheet items by contractual interest rate changes as at 31 December 2006 is
shown below:

SKi-000 yela-ri Matsupr:gf?:j

Assets

Non-current intangible assets 17,945 17,945
Non-current tangible assets 47,445 47,445
Financial assets held to maturity 183,362 83,494 362,626 1,051,076 1,680,558
ngzct‘ﬁrloajgﬁt;;:tagf oss 506,482 22,153 927,295 806,073 1,281 2,263,284
Term deposits in banks 430,564 430,564
Reinsurance assets 49,783 49,783
Tax assets 2,136 2,136
Receivables from insurance 119,073 119,073
ﬁ\;g:r‘:‘ctt‘s"" costs of insurance 12,302 25,629 54,332 10,251 102,514
Other assets 19,023 1,585 11,096 31,704
Cash and current bank accounts 12,659 12,659
Liabilities

Reserves from insurance 219,601 778,582 395,105 2,225,595 1,186 3,620,069
Other reserves 7,063 21,189 48,535 76,787
Insurance payables 137,813 137,813
Deferred revenues 130,849 28,723 159,572
Other payables 52,763 52,763
Net balance sheet 785,159  (693,497) 949,148  (358,195) 28,046 710,661

position as at 31 Dec. 2006
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31. Interest rate risk (continued)

The structure of respective balance sheet items by contractualinterest rate changes as at 31 December 2005 is shown below:

SKK 000 0-3 3-12 1-5 Nad Maturity not

months months years specified
Assets
Non-current intangible assets 13,041 13,041
Non-current tangible assets 56,465 56,465
Financial assets held to maturity 223,626 109,186 391,429 1,129,469 1,853,710
ngzct‘;rloajgﬁt;;tffsgf oss 115,994 65,001 910,797 318,557 1,410,349
Term deposits in banks 388,306 388,306
Reinsurance assets 44,593 44,593
Tax assets 2,363 2,363
Receivables from insurance 100,815 100,815
fgﬂ:r‘:ctt’f" costs of insurance 14,482 30,170 63,959 12,067 120,678
Other assets 23,571 1,965 13,749 39,285
Cash and current bank accounts 10,975 10,975
Liabilities
Reserves from insurance 183,744 651,449 330,589 1,863,173 3,028,955
Other reserves 24,500 28,252 2,252 55,004
Insurance payables 177,482 177,482
Deferred revenues 214,004 46,977 260,981
Other payables 60,751 60,751
Net balance sheet 261,881  (489,741) 1,007,344  (403,080) 81,003 457,407

position as at 31 Dec. 2005

32. Fair values of financial assets and liabilities

Fair values of financial assets and liabilities, with the exception of financial assets held to maturity, do not differ
significantly from the carrying values of financial assets and liabilities disclosed in the balance sheet as at 31
December 2006 and 2005, respectively. A comparison of the carrying values of financial assets held to maturity
with their fair values is shown in the following table.

Financial asset type Carrying value Fair value

1,751,673

Financial assets held to maturity 1,680,558
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year ending 31. december 2006

33. Related party transactions
The Company considers the following types of entities to be related parties:

- Enterprises that directly of indirectly, by means of one or severalintermediary entities, control the Com-v
pany or are controlled by the Company.

- Enterprises on which their parent company exerts significant influence and which are neither entities
with controlling influence nor joint ventures.

- The Company’s key management, comprising persons having the authority and responsibility for plan
ning, decision-making and control over the Company'’s activities, including their close relatives.

- Enterprises in which a significant share of voting rights is owned, directly or indirectly, by any person-
described in the preceding clause or on which such parties may have significant influence. These enter-
prises include entities owned by the Company’s management and entities sharing the same core manage-
ment member with the Company.

When considering all related parties, the attention is in the essence of the relationship rather than on its form.

The structure of receivables from and liabilities to related parties as at 31 December 2006 and 2005, respectively,
as follows:

Financial assets

133,449 133,344

(S0B, a.s. securities

term deposits 257,052 269,330
KBC IFIMA N.V. securities 100,109 100,109
TOTAL financial assets 490,610 502,784

Impact on profit / loss

revenues from fin. assets 15,086

operational costs 1,096 1,507
KBC IFIMA N.V. revenues from fin. assets 4,050 109
(SOB Asset management operational costs 7,850 4,581

10,190 10,817

Total impact on profit / loss




IX. Notes to the financial statements for the
year ending 31. december 2006

34 Post balance sheet events

After the balance sheet date there were no material events that would have an impact on the Company’s financial
statements for the year ended as at 31 December 2006.

@O
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X.  Report of anindependent auditor

Lo

&l FRNST & YOUNG ® ot & Young Sovabi, spol. s . 8 Tl 421 2 592391

Independent Auditors’ Report

To the Shareholders of CSOB Poistoviia, a. s.:

We have audited the accompanying financial statements of CSOB Poistoviia, a. s. (‘the Company’), which
comprise the balance sheet as at 31 December 2006, the income statement, statement of changes in equity
and cash flow statement for the year then ended, and a summary of significant accounting policies and other
explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the International Financial Reporting Standards as adopted by the European Union. This
responsibility includes: designing, implementing and maintaining internal controls relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with the International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal controls relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate for the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the

Company as of 31 December 2006, and of its financial performance and its cash flows for the year then
ended in accordance with the International Financial Reporting Standards as adopted by the European Union.

30 March 2007
Bratislava, Slovak Republic
é—: oL %‘
Ernst & Young Slovakia, spol. s r.o. imil Draganovsky
SKAU Licence No. 257 SKAU Licence No. 893
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List of products

Products offered by financial advisors of CSOB poistovina and other
cooperating entities

Life insurance - insurance of persons

SPEKTRUM - variable capital life insurance

Itis a universal life insurance with a number of insured risks, such as whole life insurance, insurance of serious
diseases, accident insurance for death, accident insurance of permanent effects, accident insurance of daily
indemnity, disability insurance. This insurance can provide an optimum solution of client’s needs during his
life and change insurance risks or size of insurance coverage, if necessary and enables the client to save on an
individual account at the same time. The product is suitable for tax deductions of the insured and expansion of
social programs of employers.

CLI Complete - variable capital life insurance

Itis a comprehensive life insurance, which client can use to combine his insurance risks with saving through this
insurance at the same time. Insurance variability enables to change insurance risks during the policy life, under-
take additional insurance or reduce insurance, change size of insurance coverage, if necessary. The product is
also suitable for tax deductions.

Impulse - capital life insurance

Currently and one-shot premium paid is suitable for clients who need insurance for a shorter period and do not
require high variability. For the insured with a certain health risk there is a great advantage to have an option
to select main insurance varying with accidental death or pure endowment where release of premium payment
applies to accidental disability only.

€SOB Optimum - capital life insurance

Thisinsuranceis an excellent opportunity especially for conservative investors who can savein a long-term peri-
od and use some of the insurance coverages offered in this program. In addition to the basicinsurance coverage
for death or pure endowment the client can also be insured by supplementary insurance for death or disability of
the insured due to disease or accident. The product is also suitable for tax deductions.

€SOB Optimum Profit - capital life insurance

Itisinsurance suitable forinvestors who are interested to invest their available funds at once to appreciate them
and we also offer the investors with insurance coverage for death with a double insurance benefit for death due
to a car accident.

Shamrock - comprehensive insurance of children and parents

It provides a comprehensive insurance protection for a child insured and both parents and gives him/her an
option to save funds for the future. On the top of accident supplementary insurance it also includes insurance of
serious diseases and release of premium paymentin the even of permanent disability of one or both parents.

Plus - special insurance, loan collateral
Itis insurance for directors, managers, businessmen. It covers risk without any active capital value generation
comprehensively. It also meets the requirements for loan collateral.
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List of products (continued)

Deposit - deposit life insurance with accident insurance
It is insurance for death or pure endowment with accident insurance for children with one-shot premium for a
period of 5 years, up to 20 years.

(SOB Invest

Itis a regularly paid investment life insurance with an individual investment strategy enabling client to be acti-
vely involved in management of his funds deposited to insurance and influence their profitability. Appreciation
depends on assets development of investment strategy selected by the client.

CSOB Invest Garant (SKK, CZK, EUR, USD)

Itisinvestment life insurance paid in one-shot payment. Itis primarily suitable forinvestment to a secured fund.
Its main objective is a maximum appreciation of the invested funds. Individual issues of the funds can be of a
different composition, which a minimum and maximum yield is generated from.

Supplementary accident insurance
It provides an insurance protection for accidental death and permanent consequences of an accident where the
scope of permanent consequences caused by one accident reaches more than 1%. It may be arranged for all types
of insurance for adults and children.

Supplementary accident insurance of daily indemnity
It provides insurance protection of treatment after accident.

Insurance of consumer loans
It providesinsurance protection of a debtor (or co-debtor) of consumer loan for death of the insured or acciden-
tal disability or disease of the insured.

Insurance of mortgages
It provides insurance protection of a debtor (or co-debtor) of mortgage or other loans for death of the insured
or accidental disability of the insured.

Non-life insurance - property insurance

Variant - motor vehicle insurance
It covers passenger cars and trucks of local and foreign brands. Insurance covers risks for damage or destruction
of vehicle incurred by car accident, natural hazard, vandalism and theft.

Compulsory automobile insurance - liability for damage caused by motor vehicle

Insurance of the liability for the damage caused to somebody else by a motor vehicle as long as the event in
which this damage originated and for which the insured person was responsible happened during the period of
the insurance period.

Domos Kompakt and Domos Klasik - comprehensive insurance of family houses, flats and households

It is arranged for damage or destruction of real estates (family houses, flats) by natural hazard, water from
plumbing fixture and for damage liability. Itis also arranged for damage or destruction of household furnishings
by natural hazard, water from plumbing fixture, theft and damage liability.
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List of products (continued)

Business Compact

Business Compact is a product for insurance of property and damage liability for small and medium-size
entrepreneurs. Besides the property insurance it is possible to insure glass, machines, cargo conveyed by a
motor vehicle in this product.

Travel Insurance

Itis suitable for everybody traveling abroad. Travel insurance provides a comprehensive protection on trips. The
basis of travel insurance is insurance of medical expenses up to SKK 2 mil. It is possible to arrange supplemen-
tary accident insurance, insurance of damage liability, luggage and organized trip cancellation on the top of
medicalinsurance.

Travel Insurance attached to payment cards

It is interlinked with international payment cards offered by CSOB bank. It offers 5 types of insurance including
insurance of medical expenses, insurance of damage liability or accident insurance. It is travel insurance for one
year. A limit of one trip abroad is setup for each package. Other card holders can arrange insurance additionally.

Collective accident insurance
It is a product for schools and employers with the following offer of risks: accidental death, permanent con-
sequences from accident, daily indemnity.

Accident insurance included in CSOB Pohoda product & service packages

It has been sold since 2004 in cooperation with Ceskoslovenska obchodna banka when the bank started to offer
its clients with three packages to current accounts such as ,Pohoda”, ,Pohoda Plus” and ,Extra Pohoda”. Insu-
rance of accidental death and serious permanent consequences from accident are included directly in the second
and third package (Pohoda Plus and Extra Pohoda). This insurance is not arranged by client because it is already
included in these two packages. The first package ,Pohoda” does not contain accident insurance.

Accident insurance for individuals - building savers using Profit Kltcik saving type

It has been sold since 2004 and in cooperation with CSOB stavebna sporitel#ia from the middle of 2006. The insu-
red person is a minor building saver not older than 18 years of age and his/her legal representative of building
saving up to 65 years of age. The legal representative is covered for accidental death and permanent consequen-
ces in a scope of complete and permanent disability, the minor saver for the specifically contracted serious
permanent consequences from accident.

Products offered by CSOB bank branches in Slovakia

(SOB Optimum - capital life insurance

(SOB Optimum Profit - capital life insurance

(SOB Invest - investment life insurance

(SOB Invest Garant - investment life insurance

Insurance of consumer loans

Insurance of mortgages

Travel insurance individually

Travel insurance to payment cards

Accident insurance in CSOB Pohoda product & service packages

Insurance of consumer loans, mortgages and multi loans

Domos Kompakt - comprehensive insurance of family houses, flats and households
Compulsory vehicle insurance - liability for damage caused by motor vehicle
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List of products (continued)

Products offered by brokers

KZP Komplet - variable capital life insurance

Insurance offered to businesses and businessmen

Insurance for damage and destruction of things by natural hazard

It covers damages caused by fire, explosion, strike of lightning, impact or crash of a manned flying object, spate,
flooding, windstorm, landslide, earthquakes, and damage by vehicle impact, supersonic wave and water from
plumbing fixture.

Insurance of damages caused by theft - burglary or robbery
It is arranged for cases of stolen thing by burglary, robbery, fraud, for cases of unauthorized utilization of a
thing, concealment, misappropriation, willful damaging of somebody else’s thing.

Construction and assembly insurance
It offers a complex and adequate protection against all risks impending by the performance of construction and
assembly of machines and devices and steel structures and industrial equipments.

Insurance of machines
Itis arranged for sudden damage or destruction of the insured machine by any accidental event, which restricts
or disables its operation.

Insurance of electrical devices
It is arranged for sudden damage or destruction of insured electrical devices by any accidental event, which
restricts or disables their operation

Insurance of general damage liability of individuals and legal entities

It relates to liability for damage caused to somebody on property, health as a result of activity of the insured or
in relation to the insured or in connection to execution of ownership right, operation and property administra-
tion by the insured. Within this insurance it is possible to undertake insurance of damage liability incurred by
regressive claims of health insurance companies or subsequent financial loss.

Insurance of motor vehicles
Itis arranged for the event of sudden destruction or damage of motor vehicle caused by accident, natural hazard,
vandalism and theft of a vehicle.

Insurance of passengers
Itis arranged for accidental death and permanent consequences caused by the accident during transportation
of passengers in a motor vehicle.

Insurance of transported goods and stock
Itis arranged for sudden damage or destruction by natural hazard, theft and damage incurred due to accident
investigated by the police.
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List of products (continued)

Insurance of glass

Itis arranged for damage or destruction of glass, if the insured framed or attached glass was broken, cracked or
damaged in a way its replacement is necessary.

Special types of insurance

Insurance of liability for product

Insurance of liability for damage of design, construction and consulting services of entrepreneurs in buil-
ding and engineering industry

Insurance of liability of accounting, tax advisors and auditors

Insurance of liability of experts, interpreters and translators

Insurance of liability for damage caused by a health care facility service provider

Insurance of liability for damage caused by managers, directors and member of the Board of Directors
Insurance of liability for damage caused by authorized geodesists and cartographers

Insurance of damages caused by fire or machine-related operation interruption

Insurance of exhibition

Insurance of liability for damage caused by local or international road carrier
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Points of sale of CSOB Poistoviia

Town

Banska Bystrica

Street

Narodnd 8

Phone

048 47153 11

Banska Bystrica

Robotnicka 6

0907 811 137

Bardejov Dlhy rad 16 054 472 49 08
Bardejov Radnicné nam. 7 0907 632 404
Bratislava Prievozska 2/A, Apollo BC 02582 750 88, 55
Bratislava Driefiova 27 02 43330148
Bratislava Radlinského 10 02526 326 31
Dolny Kubin Na sihoti 1162/31 04353919 26
Dolny Kubin Radlinského 1710/30 043586 23 10
Dubnica nad Véhom Pod hdjom 952/1 042 442 03 03
Dunajska Streda Korzo Bélu Bartéka 14/B 031552 94 74
Galanta Vajanského 871/7 0317806653
Hlohovec Pribinova 46 0337724108
Humenné nam. Slobody 19 057 775 07 35
Ilava KoSecka 30/21 042 446 50 20
Kezmarok Bastovd 6 052 452 53 60
Komdrno Rozmarinova 24 03577002 10
KoSice Krivd 18 0905 917 275
Kosice Letna 27 055622 3353
Levice nam. Soltésovej 2 036 631 35 09
Levoca Vetrova 2 0534510073
Liptovsky Mikulas Tranovského 2 044551 41 22
Lucenec Dr. Vodu 6 047 433 22 02
Malacky Radlinského 5281 0347723158
Martin M. R. Stefanika 66 0434922578
Michalovce Jaroslawska 7 056 644 26 08
Ndmestovo Cerveného kriza 62/30 04355226 20
Nitra Kmetkova 27 037 741 02 26
Nové Zamky Podzdmska 32 035 6403108
Poprad Hviezdoslavova 28 05278802 11
Povazska Bystrica M. R. Stefénika 157/45 042 432 49 20
Presov Hlavnd 80 A 051746 09 01, 02
Prievidza Matice slovenskej 12 046 542 34 38
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Points of sale of CSOB Poistoviia

Town Street Phone
Prievidza Hviezdoslavova 3 046 542 20 99
Pdchov F. Urbanka 816 042 463 12 35
Revica Murarska 2 058 442 63 90
Rimavska Sobota Bélu Bartéka 2-4 047 563 18 49
Ruzomberok Podhora 48 044 43257 11
Sabinov nam. Slobody 46 0903 484 677
Secovce nam. sv. Cyrila a Metoda 154 056 678 47 60
Senica Hollého 742 034 652 00 16
Snina Strojarska 2525 057 758 35 40
Spisska Bela ul. SNP 2363 0907 979 926
Spisska Nova Ves Letna 49 053 442 22 09
Spisska Nova Ves Zimnd 49 053 / 449 31 69
Spisské Podhradie Marianske nam. 34 053 454 10 54
Stard Lubovia ul. 17. novembra 14 052 432 43 68
Stropkov Hviezdoslavova 26/17 0905 488728
Sala Hlavnd 14 03177000 74
Topolcany Obchodna 1321/6 0905 946 375
Topol¢any M.R.Stefanika 2261 0905 492 029
Trencin Vajanského 3 032 746 47 60
Trnava Stefanikova 25 0335512371
Tvrdosin Trojicné nam. 191 0435328892
Velké Kapusany Hlavnd 195 0908 648 398
Vranov nad Toplou nam. Slobody 2 057 446 40 87
Zvolen nam. SNP 35 04554007 33
Zilina Revoluénd 2 041507 89 10

Trstenae

Stara

Fili g : 52 ®Bardej
lel.na Dolny Kubin Tvrdosin Luboviia ardejov
Puchov ° Spisska Bela Lipany Str:pkov
Povazska 3 °
° . 3 ©® Kezmarok
° Bystrica Ma.rtm Ruzor.nberok o Liptovsky Mikulas .Sabinov R
P - d Levoa Sr:na
. ) opral Y ° Humenné
Dugmca nad Vahom o . Pregov ul o
° isska o
Trenéin z’;‘:;?es Spisské Vranov nad Toplou
Prievidza ©Banski Bystri Podhradie °
. ° anska Bystrica Reviica ° @ Michalovce
®Senica Y Kogice Secovce

® Topoléany

°
Zvolen

®Malacky Poltar
Trn.ava @ Hlohovec ® Rimavska Sobota
°

@ Nitra Lucenece

Galanta

Bratislava ® Levice

o Sala

Dunajska Streda
L4 @ Nové Zamky

Komérno Sturovg
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