


Notes to the annual accounts
as at December 31, 2007 oo

Note 5 - Shares in affiliated
undertakings

5.1. Summary of shares in affiliated
undertakings

At December 31, 2007, the Bank held at least 20 % of the
capital of the following companies:

Name Registered office

% of participation Net book value at Total Shareholders’

31.12.07 equity unaudited

31.12.2007

Shares in affiliated undertakings EUR EUR
Banque Invik Asset Management S.A. Luxembourg 100 % 1165 000 2 005 491
Smart Transfer Ltd Ireland 48.5% 1500000 (578 950)*
Inlux Norge AS Norway 100 % 24 885 20 034
Modern Treuhand BV Netherlands 100 % 18 400 132 489
Modern Treuhand S.A. Luxembourg 99.9% 30969 19827
Modern Processing S.A. Luxembourg 99.9% 30969 31000

2770223

The investment in Banque Invik Asset Management
S.A. is the result of The Modern Funds Management
Company S.A.'s merger by absorption of Banque Invik
Asset Management S.A., subsequently renamed Banque
Invik Asset Management S.A. As a result of the merger,
earlier value adjustment on the participation has been
written off and recorded in the profit and loss accounts
as value re-adjustments.
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* first year of existence

The new investment in Smart Transfer Ltd results from
a joint venture agreement in the prepaid card segment in
order to expand this type of activity over the years to come.
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5.2. Loans and advances to and debts
owed to affiliated undertakings

Assets 2007 2006
EUR EUR
Loans and advances to customers 1759212 5850 519

Liabilities

Amounts owed to customers 16 175 113 25 506 935

Note 6 - Transferable

securities
Quoted and unquoted transferable securities
Quoted securities  Unquoted securities Total Total
EUR 2007 EUR 2007 EUR 2007 EUR 2006
Shares and other variable-yield securities - 35 806 35 806 35797
Shares in affiliated companies - 2770223 2770223 108 161

= 2806 029 2806 029 143 958
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Note 7 - Fixed assets

7.1. Movements in fixed assets

Shares in affiliated
undertakings

Intangible fixed assets
of which:
e formation expenses

- concessions, patents,
licenses, trademark
and similar rights

- goodwill
Tangible fixed assets
of which:

e technical equipment
and machinery

® payment on account

Shares in affiliated
undertakings

Intangible fixed assets
of which:
e formation expenses

- concessions, patents,
licenses, trademark
and similar rights

- goodwill
Tangible fixed assets
of which:

e technical equipment
and machinery
® payment on account
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Gross value
at the beginning
of the financial year

233 130
9106 894

158 208

8257 009
691677
2778341

2775183
3168

Cumulative value

adjustments at
the beginning of
the financial year

124 969
7713 362

168 208

6863 477
691 677
2225928

2225928

Additions / transfers

Value
adjustments

705 604

705 604

229 348

229 348

2 552 586
1910 009

1910 009

1174104

1174 104

Reversal
of value
adjustments

(124 969)
(56 783)

(56 783)

(5991)

Disposals / transfers

(15 493)

(25 676)

Cumulative value
adjustments at
the end of the
financial year

8362 183

158 208

7512 298
691677

Gross value
at the end

of the financial year

2770223
11 016 903

158 208

10 167 018
691677
3926 769

3923611
3158

Net book value
at the end of the
financial year

2770223
2654720

2654720

less lump-sum provision

(5991)

2 449 285

(18 188)
1459 296

1474 326
3158
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7.2. Intangible assets

Intangible assets include software used by the Bank
within the framework of its activities.

7.3. Tangible fixed assets

Tangible assets under EUR 868 are recorded directly into
profit and loss account.

All tangible assets are used by the Bank for its own
operations.

Note 8 - Other assets

“Other assets” at December 31, 2007 comprise:

2007 2006
EUR EUR
Receivables from affiliated companies 587 317 144 384
Receivables from domiciliation fees 1461070 1904 470
Other 365 504 347 134

2 413 891 2 395988

Note 9 - Other liabilities

“Other liabilities” comprise the following items at December 31, 2007 :

2007 2006
EUR EUR
Payables to affiliated companies 209 370 -
Privileged creditors 448 531 234 001
Other creditors 400 832 486 678

1058 733 720 679
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Note 10 - Subscribed
capital

e The Bank has an authorised capital of
EUR 40 158 751 divided into 21900 000

A shares and 5 100 000 B shares without any par value.

e The Bank has an issued corporate capital of
EUR 13 170 000 divided into 8 780 000
A registered shares without any par value,
fully paid in. In addition the Bank has at its disposal
a share premium for a value of EUR 1785 209.

e The Class A shares entitle holders thereof
to dividends. The Class B shares entitle the holders
thereof to a cumulative preferential dividend of 0.1%
of the nominal value of the Class B shares and to
a dividend equal to the dividend declared for
the Class A shares.

e Each Class A share is entitled to one vote.
The Class B shares do not carry a right to vote
except in the circumstances as provided by the law.
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Note 11 - Reserves

Reserves include:

11.1. Legal reserve

In accordance with Luxembourg law, the Bank must
transfer at least 5 % of its annual profit to the legal reserve
until this reserve equals 10 % of subscribed capital.
The legal reserve is not distributable.

11.2. Special reserve

In accordance with the tax law in force until December 37,
20071, the Bank reduced the Net Worth Tax (NWT) burden
on the amount of the Corporate Income Tax (CIT). In order
to comply with the tax law, the Bank decided to allocate
under non- distributable reserves (item “special reserve”)
an amount that corresponds to five times the amount of
credited Net Worth Tax. This reserve is non-distributable
for a period of five years from the year following the one
during which the Net Worth Tax was credited.

11.3. Free reserve

The free reserve represents profit of prior year that has
been appropriated by the Annual General Meeting of
shareholders to a specific reserve referred to as “free
reserve”. The Annual General Meeting may approve the
distribution of this reserve.

From the net result as per December 31, 2006 the Bank
allocated EUR 2 000 000 to the free reserve.
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Note 12 - Changes in
shareholders’ equity

The movements of shareholders’ equity of the Bank may
be summarised as follow:

Subscribed Share Reserves Net profit  Profit for the Total
Capital premium brought year
account forward

EUR EUR EUR EUR EUR EUR

Balance at December 31, 2006 13170 000 1785 209 8432 897 1590 156 5322059 30300 321
Transfer to legal reserve - - 266 103 - (266 103) -
Transfer to special reserves - - 325000 - (325 000) -
Transfer to free reserves - - 2 000000 - (2000000) -
Profit brought forward = = = 69 926 (69 926) -
Dividends paid - - - - (2661030) (2661 030)
Current year profit - - - - 8 755 557 8 755 557

Balance at December 31, 2007 13170 000 1785209 11 024 000 1660 082 8 7555657 36394 848

The appropriation of last year's result was approved by the
Annual Meeting of Shareholders on May 29, 2007.

Note 13 - Positions in
foreign currencies

2007 2006
EUR EUR
Total amount of assets in foreign currencies 498 248 417 427 216 809

Total amount of liabilities in foreign currencies 560377 775 482 276 998
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Note 14 - Contingent
liabilities and commitments

14.1. Contingent liabilities

Contingent liabilities included in off balance sheet accounts
at December 31, 2007 comprised:

2007
EUR
Guarantees and other direct substitutes for credit 850 000
Counter-guarantees 60 881
Other 726 030

1636 911

2006
EUR

681 681

721 881

382 932
1786 494

Contingent liabilities include contingent liabilities in relation
with affiliated companies amounting to EUR 148 412
(2006: EUR 189 994).

14.2. Off balance sheet commitments

2007
EUR
Forward currency transactions 392 269 129
Confirmed credits not used 264 175 366

656 444 495

2006
EUR

339812 915

285 728 338
625 541 253

Confirmed credits not used include credits to
affiliated companies amounting to EUR 43840
(2006: EUR 72180) and forward sales of assets
include forward sales to affiliated companies for
EUR 46 482 545 (2006: EUR 27 219 397).
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14.3. Deposit guarantee and investor
compensation scheme

All credit institutions in Luxembourg are a member of
the non-profit making “Association pour la Garantie des
Dépots, Luxembourg” (AGDL).

The sole purpose of the AGDL is the establishment
of a system of mutual guarantee for cash deposits
and receivables from investment operations made
by individuals with members, without distinction of
nationality or residence, by companies incorporated
under Luxembourg or another European Union Member
State law, which are authorised, considering their size,
to prepare an abridged balance sheet in conformity with
the applicable law, as well as by those companies of a
similar size as defined by law of another European Union
Member State.

The AGDL reimburses to the deposit holder the amount
of his guaranteed cash deposits and to the investor the
amount of his guaranteed receivable up to EUR 20 000
per guaranteed cash deposit and up to EUR 20 000 per
guaranteed receivable arising from investment operations
other than that relating to a cash deposit.

14.4. Management and fiduciary
services

The Bank has provided the following management and
representative services to third parties in the course of
the financial year:

e |nvestment management and advice,
e Safekeeping and administration of securities,
e Company management and administration.
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Note 15 - Profit and loss
account

15.1. Breakdown of income

by geographic market

By application of Article 69 (2) of the law on the annual
accounts of credit institutions, sources of income have
not been analysed by geographic region.

15.2. Other operating charges

Other operating charges is mainly made up of the
write down made on the investment in Modern Funds
Management Company S.A. renamed thereafter Banque
Invik Asset Management S.A. in order to absorb reported
losses from earlier years for an amount of EUR 2 960 000.
In 2006, the amount was made up by provisions for being
the promoter of fund business and expenses relating to
previous years for a total amount of EUR 112 216.

15.3. Other operating income

Other operating income at December 31, 2007 represents:

2007 EUR 2006 EUR
Sale participation in Altlorenscheuerhof 1123024 -
Income from transfer in promoter-ship of Modern Funds 1477 013 -
Sale of bad debt on the retail side 215520 =
Vat refund 117 232 -
Income relating to prior years (including reversal of provisions) 882 691 76 504
Receivable from distributors on prepaid card packages 41 715 226 564
Other income 113 110 204 874

3970 305 507 942
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15.4. Extraordinary income

As at December 31, 2006, the extraordinary income
consisted of reductions in VAT based on processing fees
from earlier years.

15.5. Extraordinary charges

As at December 31, 2006, the extraordinary charges
consisted of a loss realised on the sale of a car.

15.6. Tax charge

The Bank is liable to taxes on income, capital and net
assets. The Luxembourg tax authorities have issued
assessments for the years up to and including 2002
for income taxes and 2003 for the net worth tax.
Tax liabilities are recorded under “Provisions for taxation”
in the balance sheet.

Note 16 - Information
relating to personnel
employed and management

16.1. Personnel employed

The average number of employees during the financial
year is detailed as follows:

2007 2006
Senior management
Management
Employees 48 34
Total 60 46
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16.2. Members of the Board
and managerial bodies

Board of Directors

2007
EUR

Remuneration 45000
Loans and advances =
Other commitments -
Commitments relating to pension

on behalf of former members -

Note 17 - Fees of the
Independent Auditor

The audit fees of the independent auditor of the Bank
for the year ended December 31, 2007 amount to
EUR 247 000 (2006: EUR 246 350, including additional
costs of EUR 116 350 billed in 2007). There have been no
other services rendered for the year ended December 317,
2007 and 2006.
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2006
EUR

36 000

Managerial bodies

2007
EUR

1121879

74 566

2006
EUR

987 678

123 063
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