Fotex Nyrt. and Subsidiaries
Consolidated Balance Sheets

At December 31,

Notes 2008 2007
THUF THUF
Assets
Current Assets:

Cash and short term deposits 5 5,447,642 8,361,373

Other current financial assets 6 130,948 180,683

Accounts receivable and prepayments 7 1,205,477 1,871,417

Income tax receivable 72,418 188,075

Inventories 8 2,352,010 2,639,687
Total current assets 9,208,495 13,241,235
Non Current Assets:

Property, plant & equipment 9 2,928,700 2,491,522

Investment properties 10 14,697,689 15,105,072

Deferred tax asset 16 84,237 190,835

Intangible assets 11 1,052,955 1,235,681

Other non-current financial assets 6 1,156,848 205,533

Goodwill arising on acquisition 12 2,806,314 2,806,314
Total non current assets 22,726,743 22,034,957
Total assets 18 31,935,238 35,276,192
Liabilities and Shareholders’ Equity
Current Liabilities:

Provision 104,420 19,374

Accounts payable and accrued expenses 13, 18 2,199,609 2,150,202
Total current liabilities 2,304,029 2,169,576
Non-current Liabilities:

Deferred tax liability 16 201,871 230,065
Total non-current liabilities 201,871 230,065
Shareholders’ Equity:

Issued capital 14 7,272,365 7,272,365

Additional paid-in capital 8,710,131 8,710,131

Goodwill write-off reserve 14 (577,091) (663,459)

Retained earnings 14 18,731,978 18,004,521

Treasury shares, at cost 14 (4,717,444) (461,627)

Equity attributable to equity holders of the parent 29,419,939 32,861,931
Minority interest in consolidated subsidiaries 9,399 14,620
Total shareholders’ equity 29,429,338 32,876,551
Total liabilities and shareholders’ equity 31,935,238 35,276,192

See accompanying notes to consolidated financgsients.




Fotex Nyrt. and Subsidiaries
Consolidated Statements of Income

At December

At December 31, 2007

31, 2008
Continuing Discontinued
Comment operations operations Total
THUF THUF THUF THUF
Revenue 18 11,157,940 12,586,765 3,074,684 15,661,449
Cost of sales (3,232,315)  (4,008,039)  (2,475,195)  (6,483,234)
Gross income 7,925,625 8,578,726 599,489 9,178,215
Selling, general
and
administration 15 (6,789,820) (7,815,140) (1,064,778) (8,879,918)
expenses
Interest income 270,402 284,535 1,053 285,588
Interest expense (1,209) (4,599) - (4,599)
Income / (Loss)
before income 18 1,404,998 1,043,522 (464,236) 579,286
taxes
Income tax 16 (607,574) (168,637) - (168,637)
expense
Net Income / 797,424 874,885 (464,236) 410,649
(Loss)
Attributable to:
Equity holders 787,309 863,628 (464,236) 399,392
of the parent
Minority 10,115 11,257 - 11,257
interests
Net income / 797,424 874,885 (464,236) 410,649
(loss)
Earnings /
(Loss) per share 22 12.57 12.48 (6.71) 5.77
(HUF)

See accompanying notes to consolidated finanassients.



Fotex Nyrt. and Subsidiaries
Consolidated Statements of Changes in Shareholder&quity

Additional

Goodwill

Share A ) Retained Treasury Minority .
Capital Pa|d_—|n Write-off Earnings Shares Total Interest Total equity
Capital Reserve
THUF THUF THUF THUF THUF THUF THUF THUF
January 1, 2007 7,072,365 8,710,131 (749,827) 17,659,395 (261,627) 32,430,437 17,469 32,447,906
Net income — 2007 - - - 399,392 - 399,392 11,257 410,649
Capital increase
(Note 14) 200,000 - - - (200,000) - _ _
Dividends to - - - - - - (8.825) (8,825)
minority
Acquisition of
minority interest - - - - - - (5,566) (5.566)
Amortisation of
goodwill write-off - - 86,368 (86,368) - - - -
reserve (Note 14)
Foreign currency _ _ _ _ _
translation 32,102 32,102 32,102
Other - - - - - - 285 285
December 31, 2007 7,272,365 8,710,131 (663,459) 18,004,521 (461,627) 32,861,931 14,620 32,876,551
January 1, 2008 7,272,365 8,710,131 (663,459) 18,004,521 (461,627) 32,861,931 14,620 32,876,551
Net income — 2008 - - - 787,309 - 787,309 10,115 797,424
Acquired by senior
employees (Note 14) - - - - 200,000 200,000 - 200,000
Acquisition of
treasury shares (Note - - - - (4,455,817) (4,455,817) - (4,455,817)
14)
Dividends to _ _ _ — - - (14,313) (14,313)
minority
Acquisition of
minority interest - - - - - - (100) (100)
Amortisation of
goodwill write-off - - 86,368 (86,368) - - - -
reserve (Note 14)
Foreign currency _ _ _ _ _
translation 26,516 26,516 26,516
Other - - - - - - (923) (923)
December 31, 2008 7,272,365 8,710,131 (577,091) 18,731,978  (4,717,444) 29,419,939 9,399 29,429,338

See accompanying notes to consolidated financgdsients.



Fotex Nyrt. and Subsidiaries
Consolidated Statements of Cash Flows

Operating activities:

Income before minority interest and income taxes
Depreciation and amortisation

Impairment of goodwiill

Provision

Impairment of intangible fixed assets

Retirement of tangible and intangible fixed assets

Retirement and provision on inventory, receivalaled other
investment
Income on disposal of fixed assets and intangibles

Income on disposal of other investment

Interest income

Interest expense

Changes in assets and liabilities:
Accounts receivable and prepayments
Inventory
Accounts payable and accrued expenses

Cash generated from operations

Interest paid

Income tax paid

Preference dividend paid

Net cash flow from operating activities

Investing activities:

Purchase of tangible and intangible assets

Sale of tangible and intangible assets

Net purchase and sales of state bonds

Interest received

Acquisition of subsidiaries net of cash acquired
Purchase of shares in subsidiaries from minorigyetholders
Net cash flows used in investing activities

Financing activities:

Loans granted

Acquisition of treasury shares
Net cash flow used in financing

Change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes to consolidated finanassients.

Year ended December 31,

2008 2007
THUF THUF

1,404,998 579,286
1,058,021 1,009,778
- 396,552

85,046 -
194,217 180,000
46,361 36,289
261,564 60,503
(44,109) (25,107)
(50) (54,109)
(270,402) (285,588)
1,209 4,599
788,003 (370,778)
74,991 821,027
2,470 (641,365)
3,602,319 1,711,087
(1,186) (4,909)
(285,717) (276,227)
(184,313) -
3,131,103 1,429,951
(1,156,255) (1,552,987)
54,696 172,932
(654,452) (262,599)
251,602 291,460

- (50,000)

— (5,566)
(1,504,409) (1,406,760)
(84,608) (208,768)
(4,455,817) —
(4,540,425) (208,768)
(2,913,731) (185,577)
8,361,373 8,546,950
5,447,642 8,361,373




Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

1. General

Fotex El$ Amerikai-Magyar Vagyonkezé&lNyilvdnosan Mikods Részvénytarsasag (“Fotex” or

the “Company”) is a public company limited by shsanecorporated under the laws of the Republic
of Hungary. The Company is primarily the holdingngmny of a Group of subsidiaries

incorporated in Hungary, Cyprus and Luxembourg amaged in a variety of property

management, manufacturing, retailing and othewisiets. The registered office of Fotex Nyrt. is

located at Nagy Jénutca 12, 1126 Budapest, Hungary. All subsidiasiesregistered and operate
in Hungary except for Upington Investment Ltd andwbington Holding S.a.r.l. which are

registered in Cyprus and Luxembourg respectivellie Townership of principal consolidated

subsidiaries, after considering indirect sharemmglslj is:

% Holding
Subsidiary: Principal Activities: 2008 2007
Ajka Kristaly Kft. (Ajka) Crystal manufacturing arrétail 100.0 100.0
Balaton Butor Kft. Furniture manufacturer (Noté 20 100.0 -
Balaton Butorgyar Zrt. Furniture retailing and wholesaling (Note 99.9
(Balaton) 20) '

Balaton Glas Hotel Kft. Property management 100.0 100.0
Bebufa Kft. Furniture manufacturer (Note 20) - 99.9
Domus Zrt. Property management and furniture lextai  99.4 99.4
Downington Holding S.a.r.l. Investment holding 100.0 100.0
DVD Rent Kft. DVD rental and cinema management gNot

20) 100.0
Europrizma Kift. Advertising 100.0 100.0
Europtic Kft. Advertising 100.0 100.0
Fotex Cosmetics Kft. Cosmetics retailer 100.0 100.0
Fotex Records Kft. Property management (Note 20) - 100.0
Fotexnet Kft. Internet retail and other servicest@\20) 98.6 98.0
Hungaroton Music Zrt. Music archive 99.2 99.2
Hungaroton Records Kft. Music publishing and mustailing 99.8 99.8
Keringatlan Kift. Property management 100.0 100.0
Kont- Vesz Kift Property management (Note 20) 100.0 -
Kontar Zrt. Property management (Note 20) 99.9 99.9
Norba Kft. Furniture manufacturer (Note 20) - 998
Primo Zrt. Clothing retailing and wholesaling 100.0 99.9
Sigma Kift. Property services 75.1 75.1
Székhely Kift Property management (Note 20) 99.1 99.8
Upington Investments Ltd. Investment holding 100.0 100.0



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

1.

General (continued)

The consolidated financial statements of Fotex Naymtd Subsidiaries for the year ended December
31, 2008 were reviewed and authorized for approwalhe General Meeting in accordance with a
resolution of the directors on March 27, 2009.

Significant Accounting Policies
Basis of presentation

The consolidated financial statements have beepaped on a historical cost basis. The accounting
policies have been consistently applied by the Gommand are consistent with those used in the
previous year except as explained in the Changedounting policies section of this note.

Statement of compliance

The members of the Group maintain their officiat@mting records and prepare their individual
financial statements in accordance with the acéognegulations of their country of registration.
The accompanying consolidated financial stateméwatge been prepared in accordance with
International Financial Reporting Standards (“IFR&hd all applicable IFRS’s that have been
adopted by the EU. IFRS comprise standards andpietations approved by the International
Accounting Standards Board (“IASB”) and the Intdim@al Financial Reporting Interpretations
Committee (“IFRIC").

Effective January 1 2005, the change in the Huagaficcounting Act allows the Group to prepare
its consolidated financial statements in accordaritte IFRS that have been adopted by the EU. At
this particular time, due to the endorsement pmoéshe EU, and the activities of the Group, there
is no difference in the policies applied by the @raoetween IFRS and IFRS that have been
adopted by the EU.

Basis of consolidation

The consolidated financial statements comprisefithencial statements of Fotex Nyrt. and its

subsidiaries (the “Group”) as at December 31, egehr. The financial statements of the

subsidiaries are prepared for the same reportimgpdeas the parent company, using consistent
accounting policies.

All intra-group balances, transactions, revenuas expenses and gains and losses resulting from
intra-group transactions that are recognized iptasy liabilities at year end, are eliminateduh. f

Subsidiaries are fully consolidated from the ddtaaguisition, being the date on which the Group
obtains control, and continue to be consolidatad the date that such control ceases.



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Basis of consolidation (continued)

Minority interests represent the portion of incoardoss and net assets not held by the Group and
are presented separately in the income statemehtwithin equity in the consolidated balance
sheet, separately from parent shareholders' equityuisitions of minority interests are accounted
under the entity concept method. The entire diffeeebetween the cost of the additional interest in
the subsidiary and the minority interest's sharetld assets and liabilities reflected in the
consolidated balance sheet at the date of the sitiqniof the minority interest is reflected asrzgi

a transaction between owners.

Changes in accounting policies

The accounting policies adopted are consistent thitise of the previous financial year except as
follows:

Initial application of new or revised Standards and | nterpretations

In the current year, the Group has adopted alhefrtew and revised Standards and Interpretations
issued by the International Accounting StandardarBdthe IASB) and the International Financial
Reporting Interpretations Committee (IFRIC) of #SB that are relevant to its operations and
effective for accounting periods beginning on Japuda 2008. Adoption of these revised standards
and interpretations did not have any effect onfih@ncial performance or position of the Group.
They did however give rise in some cases to additialisclosures, including in some cases,
revisions to accounting policies. The changes goanting policies result from the adoption of the
following new or revised Standards:

* IFRIC 11 IFRS 2 - Group and Treasury Share Traitsast
* IFRIC 12 - Service Concession Arrangements

* IFRIC 14 IAS 19 - The Limit on a Defined Benefitet, Minimum Funding Requirements
and their Interaction

The principal effects of these changes are asvistlo

IFRIC 11 IFRS 2 — Group and Treasury Share Traimwact

IFRIC Interpretation 11 was issued in November 2086 becomes effective for annual periods
beginning on or after March 1, 2007. The Group ddapted IFRIC Interpretation 11 as of January
1, 2008, insofar as it applies to consolidated faial statements. This interpretation requires
arrangements whereby an employee is granted rigghtan entity’'s equity instrument to be
accounted for as an equity-settled scheme, evitie iéntity buys the instrument from another party,
or the shareholders provide the equity instrumemsded. The Group amended its accounting
policy accordingly. The Group has not issued imatats caught by this interpretation.



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Changes in accounting policies (continued)

IFRIC 12 Service Concessions Arrangements

IFRIC Interpretation 12 was issued in November 2606 becomes effective for annual periods

beginning on or after January 1, 2008. This Intetgdion applies to service concession operators
and explains how to account for the obligations entaken and rights received in service

concession arrangements. No member of the Groap @perator and hence this Interpretation has
no impact on the Group.

IFRIC 14 IAS 19 — The Limit on a Defined Benefit #&4, Minimum Funding Requirements and
their Interaction

IFRIC Interpretation 14 was issued in July 2007 hedomes effective for annual periods beginning
on or after January 1, 2008. This Interpretatiaoviates guidance on how to assess the limit on the
amount of surplus in a defined benefit scheme ¢tlaat be recognised as an asset under IAS 18
Employee Benefits. The Group has no defined bemefiemes; therefore the adoptation of this
interpretation had no impact on the financial pogsior performance of the Group.

Improvements to IFRSs

In May 2008 the Board issued its first omnibus ofeadments to its standards, primarily with a
view to removing inconsistencies and clarifying diag. There are separate transitional provisions
for each standard. Group has early adopted thewoly amendments to standards:

« 1AS 1 Presentation of Financial Statements: Asseid liabilities classified as held for
trading in accordance with IAS 39 Financial Instants: Recognition and Measurement
are not automatically classified as current in tiadance sheet. The Group amended its
accounting policy accordingly and analysed whethkEmagement's expectation of the
period of realisation of financial assets and litibs differed from the classification of the
instrument. This did not result in any re-classifion of financial instruments between
current and non-current in the balance sheet.

« |AS 16 Property, Plant and Equipment: Replace ¢het'net selling price" with "fair value
less costs to sell'. The Group amended its acaogimdlicy accordingly, which did not
result in any change in the financial position.

* |AS 23 Borrowing Costs: The definition of borrowirmgsts is revised to consolidate the
two types of items that are considered componehtbarrowing costs' into one - the
interest expense calculated using the effectiverést rate method calculated in accordance
with IAS 39. The Group has amended its accountoigy accordingly which did not result
in any change in its financial position.

+ |AS 38 intangible Assets: Expenditure on advergjsiand promotional activities is
recognised as an expense when the Group eithethbasght to access the goods or has
received the service. This amendment has no ingratiie Group because it does not enter
into such promotional activities.



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Cash and cash equivalents

Cash and short term deposits in the balance sbegirise cash at bank and in hand and short term
deposits with an original maturity of three montindess.Cash and cash equivalents comprise cash
in hand, deposits held at call with banks, investimén marketable securities that are readily
convertible to known amounts of cash and whichsatgiect to an insignificant risk of changes in
value.

For the purposes of the cash flow statement, cadlcash equivalents consist of cash on hand and
deposits in banks, net of outstanding bank ovetslraf

Foreign currency translation

The consolidated financial statements are presenteltlF, which is the Company’s functional and
presentation currency. Each entity in the Grougmheines its own functional currency and items
included in the financial statements of each erdity measured using that functional currency.
Transactions in foreign currencies are initiallgorded in the functional currency rate ruling & th
date of the transaction. Monetary assets and iligisil denominated in foreign currencies are
retranslated at the functional currency rate ofherxge ruling at the balance sheet date. Non-
monetary items that are measured in terms of histiocost in a foreign currency are translated
using the exchange rates as at the dates of tied tininsactions. Non-monetary items measured at
fair value in a foreign currency are translatechgsihe exchange rates at the date when the fair
value was determined. Any goodwill arising on tloguasition of a foreign operation and any fair
value adjustments to the carrying amounts of asmedsliabilities arising on the acquisition are
treated as assets and liabilities of the foreigeration and translated at the closing rate.

Inventory

Inventory is stated at the lower of cost or netlisable value on a weighted average basis after
making allowance for any obsolete or slow-movingms. The value of work in progress and
finished goods includes an applicable portion ofecti materials, labour and overheads in
manufacturing subsidiaries, but excluding borrowgogts.

Net realizable value is the estimated selling piicthe ordinary course of business, less estimated
costs of completion and the estimated costs negessemake the sale.

Property, plant and equipment

Property, plant and equipment are stated at puecpase or production cost less accumulated
depreciation and any impairment in value. Productiosts for self-constructed assets include the
cost of materials, direct labour and an approppatgortion of production overheads

Replacements and improvements, which prolong thefulidife or significantly improve the
condition of the asset are capitalised. Maintenarat repairs are recognised as an expense in the
period in which they are incurred.

Freehold land is not depreciated.



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Property, plant and equipment (continued)

Depreciation is calculated on a straight-line bamsisr the estimated useful life of the asset as
follows:

Years
Buildings 50
Plant and equipment 7-12.5
Vehicles 5
Computer equipment 3

The cost of properties retired or otherwise disgasfe together with the accumulated depreciation
provided thereon, is eliminated from the accoufiise net gain or loss is recognised as other
operating income or expense.

The carrying amounts of property, plant and equimnage reviewed for impairment when events or
changes in circumstances indicate that the carrymlge may not be recoverable. If such an
indication exists and where the carrying value erlsethe recoverable amount, the assets or cash
generating units are written down to their recollramount. The recoverable amount of property,
plant and equipment is the higher of fair value lesst to sell and value in use. In assessing value
use, the estimated future cash flows are discoutateteir present value using a pre-tax discount
rate that reflects current market assessmentsdirtie value of money and the risks specific to the
asset. For an asset that does not generate langelgendent cash inflows, the recoverable amount
is determined for the cash generating unit to whioh asset belongs. Impairment losses are
recognised in the income statement in the selljegeral and administration expenses line item.

An item of property, plant and equipment is dereisgd upon disposal or when no future
economic benefits are expected to arise from thérmeed use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as tifierdince between the net disposal proceeds and the
carrying amount of the item) is included in the dme statement in the year the item is
derecognised.

The asset’s residual values, useful lives and nastlod depreciation are reviewed and adjusted if
appropriate, at each financial year end.

10



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Leases

The determination of whether an arrangement ispatains a lease is based on the substance of the
arrangement at inception date: whether fulfilmeinthe arrangement is dependent on the use of a
specific asset or assets or the arrangement colaveght to use the asset.

For arrangements entered into prior to JanuaryOD52the date of inception is deemed to be
January 1, 2005 in accordance with the transitioe@lirements of IFRIC 4.

Group as a lessee:
Operating lease payments are recognised as ansxeithe income statement on a straight line
basis over the lease term.

Group as a lessor:

Leases where the Group does not transfer subdbamtlicthe risks and benefits of ownership of the
asset are classified as operating leases. Initi@ttdcosts incurred in negotiating an operatirasée

are added to the carrying amount of the leased asslerecognised over the lease term on the same
bases as rental income. Contingent rents are resmmhas revenue in the period in which they are
earned.

Financial assets

Initial recognition
Financial assets within the scope of IAS 39 aredifeed as either financial assets at fair value
through income or loss, loans and receivables, teeldaturity investments, and available for sale
financial assets, as appropriate. The Group detesnihe classification of its financial assets at
initial recognition.

All investments are initially recognized at costjrlg the fair value of the consideration given and
including acquisition charges associated with tivestment.

Purchases or sales of financial assets that redeligery of assets within a time frame established
by regulation or convention in the marketplace ({tagway purchases) are recognised on the trade
date, i.e., the date that the Group commits tolage or sell the asset.

The Group's financial assets include cash and-¢hiort deposits, trade and other receivables, loan
and other receivables, held to maturity investments

11



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Financial assets (continued)

Subsequent measurement
The subsequent measurement of financial assetadepa their classification as follows:

Financial assets at fair value through profit @slo

Financial assets at fair value through profit aslancludes financial assets held for trading and
financial assets designated upon initial recognitid fair value through profit or loss. Financial
assets are classified as held for trading if theyacquired for the purpose of selling in the near
term. This category includes derivative financiatiuments entered into by the Group that do not
meet the hedge accounting criteria as defined I8/38. Derivatives, including separated embedded
derivatives are also classified as held for tradinggess they are designated as effective hedging
instruments. Financial assets at fair value througtfit and loss are carried in the balance sheet a
fair value with gains or losses recognised in tlt®ime statement.

The Group has not designated any financial assedsfair value through profit or loss.

Derivatives embedded in host contracts are accduioteas separate derivatives when their risks
and characteristics are not closely related togtméshe host contracts and the host contractaatre
carried at fair value. These embedded derivativesneeasured at fair value with gains or losses
arising from changes in fair value recognised imiticome statement. Reassessment only occurs if
there is a change in the terms of the contractstmmificantly modifies the cash flows that would
otherwise be required.

The Group has no derivative embedded contract Beoémber 31, 2008 and December 31, 2007.

Loans and receivables

Loans and receivables are non-derivative finaresakets with fixed or determinable payments that
are not quoted in an active market. Such finanasalets are carried at amortised cost using the
effective interest rate method. Gains and lossesemognised in the consolidated income statement
when the loans and receivables are derecognis@dpaired, as well as through the amortisation
process.

Held-to-maturity investments

Non-derivative financial assets with fixed or detarable payments and fixed maturities are
classified as held-to-maturity when the Group Hwaes positive intention and ability to hold it to
maturity. After initial measurement held-to-matyrinvestments are measured at amortised cost
using the effective interest method. This methceswan effective interest rate that exactly discount
estimated future cash receipts through the expdidtedf the financial asset to the net carrying
amount of the financial asset. Gains and losseseamgnised in the consolidated income statement
when the investments are derecognised or impaagdyell as through the amortisation process.
The Group has held-to-maturity investments durirytear ended December 31, 2008.

12



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-denaatfinancial assets that are designated as
available-for-sale or are not classified in anytbé three preceding categories. After initial

measurement, available-for-sale financial assetsrarasured at fair value with unrealised gains or
losses recognised directly in equity until the simeent is derecognised, at which time the
cumulative gain or loss recorded in equity is redsgd in the income statement, or determined to
be impaired, at which time the cumulative loss rded in equity is recognised in the income

statement.

Financial liabilities

Initial recognition

Financial liabilities within the scope of IAS 39eaclassified as financial liabilities at fair value
through profit or loss, loans and borrowings, odagvatives designated as hedging instruments in
an effective hedge, as appropriate. The Group mhétes the classification of its financial liabiés

at initial recognition.

Financial liabilities are recognised initially atiif value and in the case of loans and borrowings,
include directly attributable transaction costs.

The Group's financial liabilities include trade asttier payables.

Subsequent measurement
The measurement of financial liabilities dependshair classification as follows:

Financial liabilities at fair value through proft loss

13



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Financial liabilities (continued)

Financial liabilities at fair value through profit loss includes financial liabilities held for diag

and financial liabilities designated upon initiatognition as at fair value through profit or loss.
Financial liabilities are classified as held fading if they are acquired for the purpose of sglin

the near term. This category includes derivatimaricial instruments entered into by the Group that
do not meet the hedge accounting criteria as defaiyd AS 39.

Gains or losses on liabilities held for trading eeognised in the income statement.
The Group has not designated any financial liabgias at fair value through profit or loss.

Loans and borrowings

After initial recognition, interest bearing loansdaborrowings are subsequently measured at
amortised cost using the effective interest ratthot

Gains and losses are recognised in the incomemrstatewhen the liabilities are derecognised as
well as through the amortisation process.

The Group has no loans and borrowings as of Dece&lhe2008 and December 31, 2007.
Offsetting of financial instruments

Financial assets and financial liabilities are efffand the net amount reported in the consolidated
balance sheet if, and only if, there is a curreethjorceable legal right to offset the recognised

amounts and there is an intention to settle ontabasis, or to realise the assets and settle the
liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that areivedy traded in organised financial markets is
determined by reference to quoted market bid pritethe close of business on the balance sheet
date. For financial instruments where there is otiva market, fair value is determined using
valuation techniques. Such techniques may incliglegurecent arm's length market transactions;
reference to the current fair value of anotherrumaent that is substantially the same; discounted
cash flow analysis or other valuation models.

Amortised cost of financial instruments
Amortised cost is computed using the effectiverigdge method less any allowance for impairment
and principal repayment or reduction. The calcatatiakes into account any premium or discount

on acquisition and includes transaction costs a&s fthat are an integral part of the effective
interest rate.

14



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

2.

Significant Accounting Policies (continued)
Impairment of financial assets

The Group assesses at each balance sheet dateewtiethe is any objective evidence that a
financial asset or a group of financial assetsnipaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only éieths objective evidence of impairment as a result
of one or more events that has occurred afternhiali recognition of the asset (an incurred 'loss
event’) and that loss event has an impact on tiveaed future cash flows of the financial asset or
the group of financial assets that can be reli@dymated. Evidence of impairment may include
indications that the debtors or a group of debtsrsexperiencing significant financial difficulty,
default or delinquency in interest or principal pents, the probability that they will enter
bankruptcy or other financial reorganisation andekghobservable data indicate that there is a
measurable decrease in the estimated future casls,flsuch as changes in arrears or economic
conditions that correlate with defaults.

Due from loans and advances to customers

For amounts due from loans and advances to custooaeried at amortised cost, the Group first
assesses individually whether objective evidencémpfairment exists individually for financial
assets that are individually significant, or cdiieely for financial assets that are not individyal
significant. If the Group determines that no okjextevidence of impairment exists for an
individually assessed financial asset, whetherifsoggmt or not, it includes the asset in a group of
financial assets with similar credit risk charaistics and collectively assesses them for
impairment. Assets that are individually assessednfipairment and for which an impairment loss
is, or continues to be, recognised are not includedcollective assessment of impairment.

If there is objective evidence that an impairmestsihas been incurred, the amount of the loss is
measured as the difference between the assetgngaamount and the present value of estimated
future cash flows (excluding future expected créoétses that have not yet been incurred). The
carrying amount of the asset is reduced throughusieeof an allowance account and the amount of
the loss is recognised in the income statemengrdat income continues to be accrued on the
reduced carrying amount based on the original tffednterest rate of the asset. Loans together
with the associated allowance are written off wttggre is no realistic prospect of future recovery
and all collateral has been realised or has bemsfeErred to the Group. If, in a subsequent yaar, t
amount of the estimated impairment loss increasefecreases because of an event occurring after
the impairment was recognised, the previously reisegl impairment loss is increased or reduced
by adjusting the allowance account. If a futuretevdff is later recovered, the recovery is
recognised in the income statement.

The present value of the estimated future cashsflsadiscounted at the financial asset's original

effective interest rate. If a loan has a varialverest rate, the discount rate for measuring any
impairment loss is the current effective intereser
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2.

Significant Accounting Policies (continued)
Impairment of financial assets (continued)
Available-for-sale financial investments

For available-for-sale financial investments, th®up assesses at each balance sheet date whether
there is objective evidence that an investmentgnoap of investments is impaired.

In the case of equity investments classified adabla-for-sale, objective evidence would include a
significant or prolonged decline in the fair valakthe investment below its cost. Where there is
evidence of impairment, the cumulative loss - mesas the difference between the acquisition
cost and the current fair value, less any impaitn@ss on that investment previously recognised in
the income statement - is removed from equity @eognised in the income statement. Impairment
losses on equity investments are not reversed ghrtlie income statement; increases in their fair
value after impairment are recognised directlydnity.

In the case of debt instruments classified as alvkHor-sale, impairment is assessed based on the
same criteria as financial assets carried at assuttcost. Interest continues to be accrued at the
original effective interest rate on the reducedyiag amount of the asset and is recorded as part 0
'Interest and similar income'. If, in a subsequegdr, the fair value of a debt instrument increases
and the increase can be objectively related towemteoccurring after the impairment loss was
recognised in the income statement, the impairdosstis reversed through the income statement.

Derecognition of financial instruments

Financial assets
A financial asset (or, where applicable a part dinancial asset or part of a group of similar
financial assets) is derecognised when:
« the rights to receive cash flows from the assetlepired; or
» the Group has transferred its rights to receivé dlsvs from the asset or has assumed an
obligation to pay the received cash flows in fuitheut material delay to a third party under
a 'pass-through' arrangement; and either (a) tleigGhas transferred substantially all the
risks and rewards of the asset, or (b) the Group meither transferred nor retained
substantially all the risks and rewards of the tadné has transferred control of the asset.

When the Group has transferred its rights to receash flows from an asset or has entered into a
pass-through arrangement, and has neither traedferwr retained substantially all the risks and
rewards of the asset nor transferred control ofabeet, a new asset is recognised to the extent of
the Group's continuing involvement in the asset.

Continuing involvement that takes the form of argméee over the transferred asset, is measured at

the lower of the original carrying amount of thesetsand the maximum amount of consideration
that the Group could be required to repay.
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2.

Significant Accounting Policies (continued)
Derecognition of financial instruments (continued)

When continuing involvement takes the form of atten and/or purchased option (including a cash
settled option or similar provision) on the tramefe asset, the extent of the Group's continuing
involvement is the amount of the transferred affsdtthe Group may repurchase, except that in the
case of a written put option (including a cashledtoption or similar provision) on an asset
measured at fair value, the extent of the Grougrgiicuing involvement is limited to the lower of
the fair value of the transferred asset and thmogxercise price.

Financial liabilities
A financial liability is derecognised when the aaltion under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced bBpother from the same lender on substantially
different terms, or the terms of an existing lidihre substantially modified, such an exchange or
modification is treated as a derecognition of tmigioal liability and the recognition of a new
liability, and the difference in the respective rgarg amounts is recognised in the income
statement.

Provisions

Provisions are recognised when the Group has amrebligation (legal or constructive) as a result
of a past event, it is probable that an outflomre&gources embodying economic benefits will be
required to settle the obligation and a reliabkineete can be made of the amount of the obligation.
Where the Group expects a provision to be reimlolifee example under an insurance contract, the
reimbursement is recognised as a separate asseainbutwhen the reimbursement is virtually
certain. If the effect of the time value of money material, provisions are determined by
discounting the expected future cash flows at aqxeate that reflects current market assessments
of the time value of money and, where approprithe, risks specific to the liability. Where
discounting is used, the increase in the provisloa to the passage of time is recognised as an
interest expense.

Pensions

All pensions are either funded privately by empksyer the state via certain social security charges
included in the gross cost of the employees wage.
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2.

Significant Accounting Policies (continued)
Investment properties

Investment properties are measured initially att,cogluding transactions costs. The carrying
amount includes the cost of replacing part of aist&g investment property at the time that the
cost is incurred if the recognition criteria aretpand excludes the costs of day to day servicing o
an investment property. Subsequent to initial ragamn under the cost model assets are recognized
at cost and depreciated systematically over itfulitite.

Depreciation is calculated on a straight-line basisr the estimated useful life of the asset as
follows:

Years
Buildings 50

Investment properties are derecognised when eitiey have been disposed of or when the
investment property is permanently withdrawn frose @nd no future economic benefit is expected
from its disposal. Any gains or losses on the eetignt or disposal of an investment property are
recognised in the income statement in the yeagtaement or disposal.

Transfers are made to investment properties whed, anly when, there is a change in use,
evidenced by the end of owner occupation, commeaoewnf an operating lease to another party or
completion of construction or development. Trarsfare made from investment properties when,
and only when, there is a change in use, evidebgedommencement of owner occupation or
commencement of development with a view to sale.
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2.

Significant Accounting Policies (continued)
Business Combinations and Goodwill

Business combinations are accounted for using ¢l@isition accounting method. This involves

recognising identifiable assets (including previgumrecognised intangible assets) and liabilities
(including contingent liabilities and excluding fué restructuring) of the acquired business at fair
value.

Goodwill acquired in a business combination isiatlif measured at cost being the excess of the
cost of the business combination over the Group&rést in the net fair value of the acquirer’'s
identifiable assets, liabilities and contingentiigies. Following initial recognition, goodwillsi
measured at cost less any accumulated impairmesédo For the purpose of impairment testing,
goodwill acquired in a business combination ispfrilne acquisition date, allocated to each of the
Group's cash generating units, or groups of casBrgéng units, that are expected to benefit from
the synergies of the combination, irrespective béther other assets or liabilities of the Group are
assigned to those units or groups of units. Eadharngroup of units to which the goodwill is
allocated:

. represents the lowest level within the Group &icl the goodwill is monitored for
internal management purposes; and
. is not larger than a segment based on eitheBtbap's primary or the Group's secondary

reporting format determined in accordance with IXSSegment Reporting.

Where goodwill forms part of a cash-generating @noup of cash generating units) and part of the
operation within that unit is disposed of, the getldassociated with the operation disposed of is
included in the carrying amount of the operatiorewhletermining the gain or loss on disposal of
the operation. Goodwill disposed of in this circtamee is measured based on the relative values of
the operation disposed of and the portion of tteh-ggenerating unit retained.

When subsidiaries are sold, the difference betwien selling price and the net assets plus
cumulative translation differences and unamortgealdwill is recognised in the income statement.

Intangible assets

Intangible assets acquired separately are measumethitial recognition at cost. The cost of
intangible assets acquired in a business combmasidfair value as at the date of acquisition.
Following initial recognition, intangible asset®ararried at cost less any accumulated amortisation
and any accumulated impairment losses. Internaiynegated intangible assets, excluding
capitalized development costs, are not capitalised expenditure is reflected in the income
statement in the year in which the expendituradsiired.

The useful lives of intangible assets are assesdaél either finite or indefinite.
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2.

Significant Accounting Policies (continued)
Intangible assets (continued)

Intangible assets with finite lives such as shaptalerights, production know-how and franchise
fees are amortised using the straight line methad the useful economic life that range from 5 to
23 years and are assessed for impairment whenleees ts an indication that the intangible asset
may be impaired. The amortisation method for amrigible asset with a finite useful life is
reviewed at least at each financial year end. Cémmg the expected useful life or the expected
pattern of consumption of future economic beneditsbodied in the asset is accounted for by
changing the amortisation period or method, as@pjate, and treated as changes in accounting
estimates. The amortisation expense on intangibteta with finite lives is recognised in the
income statement in the expense category consistinthe function of the intangible asset.

Intangible assets with indefinite useful lives sashmerchandising and media rights are tested for
impairment annually either individually or at thestr generating unit level. Such intangibles are not
amortised. The useful life of an intangible asséhvan indefinite life is reviewed annually to
determine whether the indefinite life assessmenticoes to be supportable. If not, the change in
the useful life assessment from indefinite to &g made on a prospective basis.

Investment in associates

The Group’s investment in its associate is accalfieunder the equity method of accounting. An

associate is an entity in which the Group has @it influence and which is neither a subsidiary

nor a joint venture. Under the equity method, theestment in the associate is carried in the
balance sheet at cost plus post-acquisition chaimgdhe Group’s share of net assets of the
associate. Goodwill relating to an associate ikigled in the carrying amount of the investment and
is not amortised. After application of the equityethod, the Group determines whether it is

necessary to recognise any additional impairmest Vaith respect to the Group’s net investment in
the associate. The income statement reflects thee sif the results of operations of the associate.
Where there has been a change recognised directthel equity of the associate, the Group

recognises its share of any changes and disclbsesvwhen applicable, in the statement of changes
in equity. The reporting dates of the associate #wed Group are identical and the associates’
accounting policies conform to those used by theu@rfor like transactions and events in similar

circumstances.
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2.

Significant Accounting Policies (continued)

Income taxes

Current tax assets and liabilities for the currand prior periods are measured at the amount
expected to be recovered from or paid to the taratuthorities.

Deferred income tax is provided, using the liapilihethod, on all temporary differences at the
balance sheet date between the tax bases of assktfabilities and their carrying amounts for
financial reporting purposes. Deferred income takilities are recognised for all taxable temporary
differences:

« except where the deferred income tax liabiliiges from goodwill amortisation or the initial
recognition of an asset or liability in a transantthat is not a business combination and,
at the time of the transaction, affects neithergbeounting income nor taxable income
or loss; and

 in respect of taxable temporary differences aased with investments in subsidiaries,
associates and interests in joint ventures, exebpte the timing of the reversal of the
temporary differences can be controlled and irabpble that the temporary differences
will not reverse in the foreseeable future.

Deferred income tax assets are recognised foredllictible temporary differences, carry-forward of
unused tax assets and unused tax losses, to et #xat it is probable that taxable income will be
available against which the deductible temporaffedinces, and the carry-forward of unused tax
assets and unused tax losses can be utilised:

» except where the deferred income tax asset mgldt the deductible temporary difference
arises from the initial recognition of an assetliability in a transaction that is not a
business combination and, at the time of the ti@itsg affects neither the accounting
income nor taxable income or loss; and

« in respect of deductible temporary differencesoamted with investments in subsidiaries,
associates and interests in joint ventures, defele assets are only recognised to the
extent that it is probable that the temporary diffeees will reverse in the foreseeable

future and taxable income will be available againsich the temporary differences can
be utilised.

The carrying amount of deferred income tax asseteviewed at each balance sheet date and
reduced to the extent that it is no longer prob#iie sufficient taxable income will be availabde t
allow all or part of the deferred income tax asedie utilised.

Deferred income tax assets and liabilities are omealsat the tax rates that are expected to apply to
the year when the asset is realised or the lighi8itsettled, based on tax rates (and tax lawg) tha
have been enacted or substantively enacted atthede sheet date.

Income tax relating to items recognised directlyeijuity is recognised in equity and not in the
income statement.

Companies — domiciled in Hungary - pay local busingx, to local municipalities -at percentages-
based on the physical location of their operationidungary. The base of the local business tax is
the revenue as decreased by the cost of goodsrawldnaterial expenses and certain other expense
items. Local business tax is classified as an irctar expense.
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2.

Significant Accounting Policies (continued)
Treasury shares

Fotex shares repurchased are included in sharakbktguity and are classified as treasury shares.
Gains and losses on sale of treasury shares, fadedices on repurchase, are credited or debited to
retained earnings. According to current Hungariggutations, such gains are available for
distribution.

Revenue recognition

Revenue is recognised to the extent that it is gistebthat the economic benefits will flow to the
Group and the revenue can be reliably measured fdllosving specific recognition criteria must
also be met before revenue is recognised:

Sale of goods
Revenue is recognised when the significant riskd @@wards of ownership of the goods have
passed to the buyer and the amount of revenueecarebsured reliably.

Interest income

Revenue is recognised as the interest accrues tgrgffective interest method that is the rate tha
exactly discounts estimated future cash receiptaih the expected life of the financial instrument
to the net carrying amount of the financial asset.

Dividends
Revenue is recognised when the shareholders’ tagteticeive the payment is established.

Rental income

Rental income arising on investment propertiescisoanted for on a straight-line basis over the
lease term on ongoing leases.

Subsequent Events

Material events occurring after the year end thavipe additional information about the Group’s
position at the balance sheet date (adjusting syemte reflected in the financial statements. Post
year-end events that are not adjusting eventsisctoded in the notes when material.

Comparatives

Where necessary, comparatives have been reclasaifi repositioned for consistency with current
year disclosure.
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3.

Significant accounting judgements, estimates arassumptions

Judgments

In the process of applying the Group's accountligies, management has made the following
judgments, apart from those involving estimatiamisich has the most significant effect on the
amounts recognised in the financial statements:

Operating Lease Commitments-Group as Lessor

The Group has entered into commercial propertyeleas its investment property portfolio.
The Group has determined that it retains all tigaicant risks and rewards of ownership of
these properties and so accounts for them as apgplahses.

Estimates and assumptions

The key assumptions concerning the future and dtegrsources of estimation uncertainty at the
balance sheet date, that have a significant riskaosing a material adjustment to the carrying
amounts of assets and liabilities within the néxdrficial year are discussed below.

I mpairment of Goodwill

The Group determines whether goodwill is impairédeast on an annual basis. This requires an
estimation of the value in use of the cash-genagatinits to which the goodwill is allocated.
Estimating the value in use requires the Group &keman estimate of the expected future cash
flows from the cash-generating unit and also tooskeoa suitable discount rate in order to calculate
the present value of those cash flows. The carrgimgunt of goodwill at December 31, 2008 is
THUF 2,806,314 (2007: THUF 2,806,314). Further iletre given in Note 12.

Impairment of Intangibles

The Group determines whether intangible assets imitéfinite useful lives such as merchandising

and media rights are impaired at least on an artragié. This requires an estimation of the value in
use of the cash-generating units to which the gitde assets is allocated. Estimating the value in
use requires the Group to make an estimate of xpected future cash flows from the cash-

generating unit and also to choose a suitable digc@te in order to calculate the present value of
those cash flows. The carrying amount of such mitde assets as at December 31, 2008 is THUF
1,000,000 (2007: THUF 1,000,000). Further detaisgiven in Note 11.

Deferred Tax Assets

Deferred tax assets are recognised for all unuaedosses to the extent that it is probable that
taxable income will be available against which kb&ses can be utilised. Significant management
judgment is required to determine the amount oétefl tax assets that can be recognised, based
upon the likely timing and level of future taxahlecomes together with future tax planning
strategies. The carrying value of recognised tasds at December 31, 2008 was THUF 461,781
(2007: THUF 1,173,350) and the unrecognised taselest December 31, 2008 was THUF 714,766
(2007: THUF 1,428,284). Further details are givehote 16.
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3.

Significant accounting judgements, estimates arassumptions (continued)

Fair Value of Investment Properties and Land, Buildings and I mprovement among Property, Plant

and Equipments

The Group has determined and presented in the ti@dair value of investment property and land,
building and improvements as the present valudefestimated future cash flows generated from
leasing such assets. Future cash flows were detedvseparately for the following categories of
investment property: commercial outlets, officegrehouses and other real estate property using
average rental fees currently realizable by theu@rgresent values were calculated using a
uniform discount rate that is considered by manageras appropriate for the valuation of real
estate property on the relevant markets. Furthigildere given in Note 10.

Standards issued but not yet effective

At the date of authorisation of these financial test@ents, the following Standards and
Interpretations were in issue but not yet effecfiveDecember 2008 year-ends. The Group has not
early adopted these standards and interpretatoorz0D8.

IAS 1 Revised Presentation of Financial Statements

The revised Standard was issued in September 20@7ecomes effective for financial years
beginning on or after January 1, 2009. The Standeghrates owner and non-owner changes in
equity. The statement of changes in equity willlide only details of transactions with owners,
with non-owner changes in equity presented asd@eslime. In addition, the Standard introduces the
statement of comprehensive income: it presentiseafis of recognised income and expense, either
in one single statement, or in two linked statememhe Group is still evaluating whether it will
have one or two statements.

IAS 23 Borrowing Costs

A revised IAS 23 Borrowing costs was issued in Ma2007, and becomes effective for annual
periods beginning on or after January 1, 2009. Btendard has been revised to require
capitalization of borrowing costs when such costate to a qualifying asset. A qualifying asset is
an asset that necessarily takes a substantialdpefrittime to get ready for its intended use or.sale
accordance with the transitional requirements ia 8tandard, the Group will adopt this as a
prospective change. Accordingly, borrowing cost bé capitalized on qualifying assets with a
commencement date after January 1, 2009. No chamitjdse made for borrowing costs incurred
to this date that have been expensed.

IAS 32 Financial Instruments: Presentation and IA%resentation of Financial Statements -
Puttable Financial Instruments and ObligationsiAgn Liquidation

These amendments to IAS 32 and IAS 1 were issudtelmuary 2008 and become effective for
financial years beginning on or after January 1020The revisions provide a limited scope
exception for puttable instruments to be classifisdequity if they fulfil a number of specified

features. The amendments to the standards will mevémpact on the financial position or

performance of the Group, as the Group has nogdssuch instruments.
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4.

Standards issued but not yet effective (contindg

IAS 39 Financial Instruments: Recognition and Meesent - Eligible Hedged Items These
amendments to IAS 39 were issued in August 2008 membme effective for financial years
beginning on or after July 1, 2009. The amendmddtesses the designation of a one-sided risk in
a hedged item, and the designation of inflatioa &gdged risk or portion in particular situatiols.
clarifies that an entity is permitted to designatgortion of the fair value changes or cash flow
variability of a financial instrument as hedgedriteThe Group has concluded that the amendment
will have no impact on the financial position orfeemance of the Group, as the Group has not
entered into any such hedges.

Amendments to IFRS 1 First-time Adoption of Intaéronal Financial Reporting Standards and IAS
27

Consolidated and Separate Financial Statements

The amendments to IFRS 1 allows an entity to deterrthe 'cost’ of investments in subsidiaries,
jointly controlled entities or associates in iteomg IFRS financial statements in accordance with
IAS 27 or using a deemed cost. The amendment ta2lA&quires all dividends from a subsidiary,
jointly controlled entity or associate to be reciggd in the income statement in the separate
financial statement. Both revisions will be effeetifor financial years beginning on or after
January 1, 2009. The revision to IAS 27 will hawe e applied prospectively. The new
requirements affect only the parent's separate€inh statement and do not have an impact on the
consolidated financial statements.

IFRS 2 Share-based Payment (Revised)

The IASB issued an amendment to IFRS 2 in Janu@®B 2vhich becomes effective for financial
years beginning on or after January 1, 2009. Itfda the definition of a vesting condition and
prescribes the treatment for an award that is &ffely cancelled. The amendments to the standards
will have no impact on the financial position orfeemance of the Group, as the Group has no such
scheme.

IFRS 3R Business Combinations and IAS 27R Consiland Separate Financial Statements The
revised standards were issued in January 2008 exahte effective for financial years beginning
on or after July 1, 2009. IFRS 3R introduces a nemmdd changes in the accounting for business
combinations occurring after this date that willpimet the amount of goodwill recognised, the
reported results in the period that an acquisitbacurs, and future reported results. IAS 27R
requires that a change in the ownership intereatsafbsidiary (without loss of control) is accouhte
for as an equity transaction. Therefore, such &etisns will no longer give rise to goodwill, nor
will it give rise to a gain or loss. Furthermorbgtamended standard changes the accounting for
losses incurred by the subsidiary as well as the t§ control of a subsidiary. Other consequential
amendments were made to IAS 7 Statement of CaslisFIAS 12 Income Taxes, IAS 21 The
Effects of Changes in Foreign Exchange Rates, I18Sr¥estment in Associates and IAS 31
Interests in Joint Ventures. The changes by IFRQRIAS 27R will affect future acquisitions or
loss of control and transactions with minority me&ts. The standards may be early applied,
however, the Group does not intend to apply thissiimlity.
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4.

Standards issued but not yet effective (contindg

IFRS 8 Operating Segments

IFRS 8 Operating Segments was issued in Novemb@6,28nd becomes effective for annual
periods beginning on or after January 1, 2009.

This standard requires disclosure of informationuttihe Group’s operating segment and replaces
the requirement to determine primary (business)saundary (geographical) reporting segment of
the Group. The Group determined not to early adbist standard, so the current year segment
information had been prepared similar to last yeader IAS 14 Segment Reporting. As a
conseguence there is no revised comparative infilsmeegarding this standard.

Improvements to IFRSs

As stated in Note 2 the Group has early adoptedesafithe amendments to standards following the
2007 'Improvement to IFRSs' project. The Group matsyet adopted the following amendments
and anticipates that these changes will have nenmbtffect on the financial statements.

 |IFRS 7 Financial Instruments: Disclosures: Remaosathe reference to ‘'total interest
income' as a component of finance costs.

« 1AS 8 Accounting Policies, Change in Accountingifesttes and Errors: Clarification that
only implementation guidance that is an integratt g an IFRS is mandatory when
selecting accounting policies.

* 1AS 10 Events after the Reporting Period: Clarifica that dividends declared after the end
of the reporting period are not obligations.

* |AS 16 Property, Plant and Equipment: Iltems of prop plant and equipment held for
rental that are routinely sold in the ordinary smupf business after rental, are transferred
to inventory when rental ceases and they are loelgdle.

» |AS 18 Revenue: Replacement of the term 'directst@sth 'transaction costs' as defined in
IAS 39.

* 1AS 19 Employee Benefits: Revised the definition'mdist service costs', ‘return on plan
assets' and 'short term' and 'other long-term' @yepl benefits. Amendments to plans that
result in a reduction in benefits related to futsegvices are accounted for as curtailment.
Deleted the reference to the recognition of comidiabilities to ensure consistency with
IAS 37.

* 1AS 20 Accounting for Government Grants and Disates of Government Assistance:
Loans granted in the future with no or low interestes will not be exempt from the
requirement to impute interest. The difference Ileetw the amount received and the
discounted amount is accounted for as governmemtgAlso, revised various terms used
to be consistent with other IFRS.

* 1AS 27 Consolidated and Separate Financial Statsm@hen a parent entity accounts for
a subsidiary at fair value in accordance with I1A5iiBits separate financial statements, this
treatment continues when the subsidiary is subselyudassified as held for sale.

* |AS 34 Interim Financial Reporting: Earnings peaghis disclosed in interim financial
reports if an entity is within the scope of IAS 33.
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4.

Standards issued but not yet effective (contindg

* 1AS 36 impairment of Assets: When discounted cdsiveS are used to estimate 'fair value
less cost to sell' additional disclosure is reqluiadout the discount rate, consistent with
disclosures required when the discounted cash floesised to estimate 'value in use'. This
amendment has no immediate impact on the consetidatancial statements of the Group
because the recoverable amount of its cash gemgratiits is currently estimated using
'value in use'.

« 1AS 39 Financial Instruments: Recognition and Meamsent: Changes in circumstances
relating to derivatives are not reclassificationsl éherefore may be either removed from,
or included in, the 'fair value through profit arst’ classification after initial recognition.
Removed the reference in IAS 39 to a 'segment' valetarmining whether an instrument
gualifies as a hedge. Require the use of the r@affective interest rate when remeasuring
a debt instrument on the cessation of fair valudgheaccounting.

* 1AS 40 Investment Property: Revision of the scopehsthat property under construction or
development for future use as an investment prgpexlassified as investment property. If
fair value cannot be reliably determined, the imwest under construction will be
measured at cost until such time as fair value lbandetermined or construction is
complete. Also, revised of the conditions for awathry change in accounting policy to be
consistent with IAS 8 and clarified that the camg/iamount of investment property held
under lease is the valuation obtained increasezhipyrecognised liability.

IFRIC 13 Customer Loyalty Programmes

IFRIC Interpretation 13 was issued in June 2007 bedomes effective for annual periods
beginning on or after July 1, 2008. This Interptietarequires customer loyalty award credits to be
accounted for as a separate component of the salesaction in which they are granted and
therefore part of the fair value of the considematreceived is allocated to the award credits and
deferred over the period that the award credits fatBlled. The Group expects that this
interpretation will have no impact on the Groupishcial statements as no such schemes currently
exist.

IFRIC 15 Agreement for the Construction of Realasst

IFRIC 15 was issued in July 2008 and becomes éfiefibr financial years beginning on or after
January 1, 2009. The interpretation is to be agptitrospectively. It clarifies when and how
revenue and related expenses from the sale of agtde unit should be recognised if an agreement
between a developer and a buyer is reached bdfereanstruction of the real estate is completed.
Furthermore, the interpretation provides guidancehow to determine whether an agreement is
within the scope of IAS 11 or IAS 18. IFRIC 15 wilbt have an impact on the consolidated
financial statement because the Group does notucbisdch activity.
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4.

6.

Standards issued but not yet effective (contindg

IFRIC 16 Hedges of a Net Investment in a Foreiger@fion

IFRIC 16 was issued in July 2008 and becomes éffedor financial years beginning on or after

October 1, 2008. The interpretation is to be appfiospectively. IFRIC 16 provides guidance on
the accounting for a hedge of a net investmentséh it provides guidance on identifying the

foreign currency risks that qualify for hedge aatting in the hedge of a net investment, where
within the group the hedging instruments can be hethe hedge of a net investment and how an
entity should determine the amount of foreign aucke gain or loss, relating to both the net

investment and the hedging instrument, to be recyoh disposal of the net investment. The Group
is currently assessing which accounting policy dom for the recycling on disposal of the net

investment.

The Group expects that adoption of the pronouncesnied above will have no impact on the
Group'’s financial statements in the period of alitipplication.

Cash and short term deposits

Cash at banks earns interest at floating ratesdbaselaily bank deposit rates. Short term deposits
are made for varying periods of between one daythrek months, depending on the immediate
cash requirements of the Group, and earn intetebeaespective short-term deposit rates. The fair
value of cash and short-term deposits is THUF 567 (2007: THUF 8,361,373).

Cash includes fixed deposits and discounted trgasates within three months maturity of THUF
3,122,776 (December 31, 2007 5,680,198) at rataging from 2% to 8% (2007 3% to 6%). The
Company has EUR, USD and HUF deposits. The lowesrare on foreign currencies while the
higher ones on HUF.

As at December 31, 2008, the Group has HUF 606omi(December 31, 2007 THUF 115 million)
restricted cash as security for rental depositsived. Rental deposits are repayable when thelrenta
agreements terminate.

Other financial assets

2008 2007

THUF THUF
Government securities held to maturity 329 33,170
Sr;c;rr's[iteegm part of long term loan provided to othe 130,268 147,081
Other short term investments held to maturity 351 432
Total other current financial assets 130,948 180,683

Government securities represent discounted treamiges over three month maturity.
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6.

Other financial assets (continued)

2008 2007

THUF THUF
Held to- maturity investment 687,101 37,205
Loan provided to senior employees 77,000 -
Long term part of loan granted to other parties 392,747 168,328
Total other non current financial assets 1,156,848 205,533

Held to -maturity investment

The held to-maturity investment mainly represehtes®TP Bonds. The Group holds 5,100 pieces of
subordinated OTP Bonds on nominal value of EURQ @€ piece. OTP Bonds were purchased by
the subsidiary registered in Luxembourg for EUR92,447 on December 1, 2008 and on December
2, 2008. The OTP Bonds were issued at 100% of déloce ¥alue with September 19, 2006 as
payment date, and September 19, 2016 as matutiéy @he bond bears a coupon of 5.27%, with
annual interest payments on each September 19hé&lde to maturity investment in amount of
THUF 658,533 is measured at amortised cost usimgffiective interest rate of 18% as at the end of
December 31, 2008. The fair value of the OTP Baid3ecember 31, 2008 is THUF 655,930.

Loan provided to senior employees

A loan of HUF 122 million was provided by Fotex Nyt market interest rate to certain senior
employees. This loan was used by these employeparthase preference shares as described in
Note 14. From the loan THUF 45,000 was reclassiftedther financial assets as short term part of
the loan.

The long term loan granted to other parties manelgresents the following loans provided by
Domus Zrt. to legal entities which took over theatdintinued operation of Domus Lanc Kft. in
2007:

There is a THUF 390,469 (December 31, 2007 THUF,ZE) loan to Domus VIVA Kft. with
interest of EURO-LIBOR 12 month rate. The loandsiwged by mortgage on the property of Domus
VIVA Kft and immediate collection right over the flaaccount of Domus VIVA Kft. The maturity
of the loan is August 31, 2012. The interest incoeeeived on the amount was THUF 15,187
(December 31, 2007 THUF 2,513). From the loan TH 680 (December 31, 2007 THUF
106,747) was reclassified to other financial asastshort term part of the loan.

There is a THUF 49,583 (December 31, 2007 THUF 7A8),8&an to Modusz Alba Kft. with interest
of EURO-LIBOR 12 month rate. The loan is securedvimytgage on the property of Modusz Alba
Kft and immediate collection right over the bank@aent of Modusz Alba Kft. The maturity of the
loan is August 31, 2012. The interest income rembion the amount was THUF 950 (December 31,
2007 THUF 322). From the loan THUF 12,516 (Decendier2007 THUF 23,980) was reclassified
to other financial assets as short term part ofdae.

There is a THUF 34,144 (December 31, 2007 THUF 1B,%an to Domus Store Kft. with interest
of EURO-LIBOR 12 month rate. The loan is securedrmrtgage on the property of Domus Store
Kft and immediate collection right over the bankaent of Domus Store Kft. The maturity of the
loan is October 31, 2010. The interest income weckbn the amount was THUF 599 (December
31, 2007 THUF 123). From the loan THUF 17,072 (Delger 31, 2007 THUF 16,354) was
reclassified to other financial assets as shomt fgart of the loan.

29



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

7. Accounts Receivable and Prepayments
2008 2007
THUF THUF
Trade receivables 1,026,342 1,236,147
Taxes recoverable 95,759 141,941
Caution paid as part of a tender - 250,100
Other receivables and prepayments 259,132 401,007
Provision for doubtful debts (157,564) (146,340)
Provision for other receivables (18,192) (11,438)
Total accounts receivable and prepayments 1,205,477 1,871,417

For terms and conditions relating to related pexteivables, refer to Note 23.
Trade receivables are non-interest bearing andearerally on 0-60 days’ terms.
Taxes recoverable are generally recovered aftere® tmonths period.

In December 2007 Keringatlan Kft. was required &y plUF 250 million advance as part of a tender
regarding real estate acquisition. The tender veassuccessful and the advance was returned at the
beginning of 2008.

As at December 31, 2008, trade and other receigatlaominal value of 175,756 THUF (2007:
157,778 THUF) were impaired and fully provided for.

Movements in the provision for impairment of readiles were as follows:

Individually impaired Collectively impaired Tadt

THUF THUF THUF
At January 1, 2007 167,598 1,037 168,635
Charge for the year 983 18,061 19,044
Utilised (29,901) — (29,901)
At December 31, 2007 138,680 19,098 157,778
Charge for the year 46,572 - 46,572
Utilised (1,044) - (1,044)
Unused amounts reversed (23,608) (3,942) (27,550)
At December 31, 2008 160,600 15,156 175,756

As at December 31, the ageing analysis of tradeivables is as follows after impairments:

Neither Past due but not impaired
past due i i i
nor < 30 days 3(,1(;9;) anlio 1%(;3;30 >360 days Total
impaired y Y y
2008 605,223 143,959 64,637 23,440 6,875 24,644 868,778
2007 683,174 258,856 93,415 24,084 19,091 11,187 1,089,807
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8. Inventories

2008 2007

THUF THUF
Products held for resale and finished goods 23780, 2,476,459
Raw materials and consumables 417,877 489,716
Work in progress 471,723 498,646
Total inventory 3,378,978 3,464,821
gP(;c(;\(/;:lon for products held for resale and finshe (851,008) (649,174)
Provision for raw materials and consumables (160D,9 (105,960)
Provision for work in progress (70,000) (70,000)
Provision for inventory (1,026,968) (825,134)
Net book value 2,352,010 2,639,687

Management identified a number of companies withenGroup in which slow moving inventory
has been experienced. Based on a review manageroroluded that a provision of THUF
1,026,968 (December 31, 2007: THUF 825,134) is gmjmte.
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9. Property, plant and equipment

Movements in property, plant and equipment forythar ended December 31, 2008 were as follows:

Land, Furniture, Construction
Buildings and Fixtures and ; Total
) in Progress
Improvements Equipment
THUF THUF THUF THUF
Cost:
January 1, 2008 1,387,275 5,742,603 364,671 7,494,549
Additions 47,728 235,290 25,362 308,380
Disposals and write
downs - (406,976) 1,722) (408,698)
Transfer from
Investment property
(note 10) 554,160 - - 554,160
December 31, 2008 1,989,163 5,570,917 388,311 7,948,391
Depreciation:
January 1, 2008 (403,095) (4,599,932) - (5,003,027)
Depreciation expense (54,721) (299,067) - (353,788)
Disposals and write
downs - 343,841 - 343,841
Transfer from
Investment property
(note 10) (6,717) - - (6,717)
December 31, 2008 (464,533) (4,555,158) - (5,019,691)
Net book value:
December 31, 2008 1,524,630 1,015,759 388,311 2,928,700
December 31, 2007 984,180 1,142,671 364,671 2,491,522

As of December 31, 2008 gross value of tangibledigssets fully depreciated or fully impaired wakJF
2,231,855 (2007: THUF 2,389,803). Carrying amourtemporarily idle tangible assets was THUF 19,635
(2007: THUF 37,521) at year end.

As at December 31, 2006 year end management readsis real estate portfolio and determined that i
line with its business strategy, it will presentisueal estate that is leased and is availableése to third
parties as investment property. Real estate whintains categorized as land, buildings and improwsne
as presented above is measured in the Balance &hleistoric cost less accumulated depreciati@nfalir
value is disclosed in note 10 to the Financialestents.
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9. Property, plant and equipment (continued)

Cost:
January 1, 2007

Additions

Disposals and write
downs

Transfer to
Investment property
(note 10)

December 31, 2007

Depreciation:
January 1, 2007

Depreciation expense

Disposals and write
downs

Transfer to
Investment property
(note 10)
December 31, 2007

Net book value:
December 31, 2007

January 1, 2007

Land, Furniture, Construction
Buildings and Fixtures and ; Total
. in Progress
Improvements Equipment
THUF THUF THUF THUF
5,362,713 5,828,170 966,539 12,157,422
631,905 479,692 (601,868) 509,729
(195,768) (565,259) - (761,027)
(4,411,575) - - (4,411,575)
1,387,275 5,742,603 364,671 7,494,549
(1,133,484) (4,784,157) - (5,917,641)
(218,174) (318,752) - (536,926)
95,598 502,977 - 598,575
852,965 - - 852,965
(403,095) (4,599,932) - (5,003,027)
984,180 1,142,671 364,671 2,491,522
4,229,229 1,044,013 966,539 6,239,781
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10. Investment properties

The Group controls a significant real estate pticfdn prior years a significant proportion of shportfolio
was utilized by the Group companies as retail taitd@d for other operating activity purposes. Quttyethe
Group is undergoing a reorganization process wlyeiels gradually abandoning its retail activitycdan
becoming an investment property company by leasimincreasing proportion of its real estate poidfad

third parties. Investment property is measuredhi@ Balance Sheet at historic cost less accumulated

depreciation, while its fair value is determined aisclosed in the notes to the Financial Statesnent

Movements in investment property for the year eddedember 31, 2008 were as follows:

Cost:

January 1, 2008

Additions

Disposal

Transfer to Property, Plant and Equipment
December 31, 2008

Depreciation:

January 1, 2008

Depreciation expense

Disposal

Transfer to Property, Plant and Equipment
December 31, 2008

Net book value:
December 31, 2008

December 31, 2007

Investment Properties

THUF

18,551,851
868,655
(71,961)

(554,160)

18,794,385

(3,446,779)
(675,054)
18,420
6,717
(4,096,696)

14,697,689

15,105,072

The fair value of real estate which is classifiedravestment property as at December 31, 2008alkysed

as follows:

Category Area Carrying Fair value

value Low Medium High
nt THUF THUF THUF THUF

Retail outlets 145,701 10,312,341 48,006,598 54,442,482 59,928,035
Office 6,552 194,110 763,795 866,191 953,467
Warehouse 97,677 1,000,112  &077.703 9160,620 10,083,632
Other buildings 38,992 993,147 1,819,841 2,063,813 2,271,760
Land 658,763 2,197,980 7,654,423 8,680,594 9,555,239
Total investment property 947,685 14,697,689 66,322,360 75,213,700 82,792,133

34



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

10. Investment properties (continued)

Movements in investment property for the year eddedember 31, 2007 was as follows:

Investment Properties

THUF
Cost:
January 1, 2007 13,134,543
Additions 1,005,733
Transfer from Property, Plant and Equipment 4,411,575
December 31, 2007 18,551,851
Depreciation:
January 1, 2007 (2,172,684)
Depreciation expense (421,130)
Transfer from Property, Plant and Equipment (852,965)
December 31, 2007 (3,446,779)
Net book value:
December 31, 2007 15,105,072
January 1, 2007 10,961,859

The fair value of real estate which was reclassifie Investment property as at December 31, 200§ wa

analysed as follows:

Category Area Carrying Fair value
value Low Medium High
nt THUF THUF THUF THUF
Retail outlets 144,581 10,433,722 58,822,434 66,338,697 76,286,048
Office 6,317 184,335 1,927,542 2,173,841 2,499,804
Warehouse 97,609 1,154,410 9,928,042 11,196,636 12,875,548
Other buildings 58,009 1,427,714 4,496,223 5,070,745 5,831,093
Land 676,629 1,904,891 16,773,985 18,917,346 21,753,963
Total investment property 983,144 15,105,072 91,948,226 103,697,265 119,246,456

The fair value of investment properties was deteetliby management based on the present values of th
future cash flows, determined separately for thes@nted categories of real estate, based on thentyr
realized rental rates. Present values were cadmilasing a uniform discount rate that is considered
appropriate for the valuation of real estate priypen the relevant markets and incorporates thevidhg
significant assumptions: demand for property tolémsed will decrease prospectively on the relevant
markets the level of rental fees will be maintairsdcurrent rates, there will be full utilizatioate for
properties and the rental fee will cover the entrea. The average yields of rented out investment
properties were estimated based on primary marlatsy and on the location of the properties. For
valuation purposes, unrented investment propewig® considered at an EUR 2.77/month rent plus 3%

extra margin.
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10. Investment properties (continued)

The fair value of land has been determined baseaverage market prices and in a value much lowar th
in the comparable period in view of expected fgllmarket prices due to the current financial crigise
land underneath the rented buildings amountingd(&85 m2 has not been included in the valuation.The
rental fees determined in EUR and converted intd-téd MNB average rate has been considered stable.

Fair values are presented as a range of low, medind high values. The medium values of rented
properties were calculated at a yield range of 78%86 (2007: 7.1%) and a recovery period of 11.512
years (2007: 14 years) as the net present valuéstwke cash flows based on realisable rents ifledti
separately for each of the presented categoriesELIR rental fee has been converted to HUF onehéy
average MNB foreign exchange rate. The discourtfatthe low and high range was determined ag%/-

to the average, respectively against the base ulisa@ate. This range is commonly used for sensjtivi
analyses on the valuation of real estate prop&uwysideration should also be given to the uncestairat
exists in other assumptions made, such as inflataaas, currency rate of HUF to EUR, rental fees
realizable on the market and the actual utilizabbproperty. These factors have a linear effecthenfair
values calculated and consequently, no sensitiriglysis on these factors is presented.

In the case of properties held for own use, refailets were valued on the same basis as rentedtiment
properties. All other properties were consideredhensame basis as unrented investment properties.

In the comparable period, the value of these ptmsewas determined based on the present valuleeof t
estimated future cash flows that would be generidtibgse assets were leased to third partieswdlreates
consistent with those currently realized by the Wrdéor the presented categories and based on the sa
assumptions and calculation methodology as destdabeve for investment properties.

The fair value of real estate which remains catiegdras land, buildings and improvements as at ibbee
31, 2008 is analyzed as follows:

Category Area Carrying Fair value
value Low Medium High
m THUF THUF THUF THUF

Retail outlets 190 176,032 40,514 45,945 50,575
Office 276 15,921 20,281 23,000 25,317
Warehouse 46 3,393 3,055 3,465 3,814
Other buildings 76,363 1,274,104 5,203,142 5,900,688 6,495,234
Land 215,528 55,180 2,504,303 2,840,036 3,126,195
Total land, buildings and improvements 292,403 1,524,630 7,771,295 8,813,134 9,701,135

The fair value of real estate which remains catiegdras land, buildings and improvements as at iDbee

31, 2007 is analyzed as follows:

Category Area Carrying Fair value
value Low Medium High
o THUF THUF THUF THUF

Retail outlets 770 107,539 313,273 353,302 406,279
Office 841 18,576 256.619 289.410 332.806
Warehouse 8171 30,922 831,043 937232 1,077.769
Other buildings 62,538 727328 4847261 5466639 6286350
Land 183,188 99,816 4541326 5121611  5.889.586
Total land, buildings and 255,507 084,180 10,789,522 12,168,194 13,992,790
|mpr0VementS
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11. Intangible Assets

Movements in intangible assets for the year endeteBber 31, 2008 was as follows:

Media and
merchandising rights Other Total
THUF THUF THUF

Cost:
January 1, 2008 1,834,520 302,850 2,137,370
Additions - 44,206 44,206
Disposals and write downs - (21,534) (21,534)
December 31, 2008 1,834,520 325,522 2,160,042
Amortisation:
January 1, 2008 (834,520) (67,169) (901,689)
Amortisation expense - (29,179) (29,179)
Impairment - (194,217) (194,217)
Disposals and write downs - 17,998 17,998
December 31, 2008 (834,520) (272,567) (1,107,087)
Net book value:
December 31, 2008 1,000,000 52,955 1,052,955
December 31, 2007 1,000,000 235,681 1,235,681

“Other” primarily consists of rental rights for aftoperations.

In 2003 Fotex Nyrt. acquired certain media and im@ndising rights associated with the football cleb(C,

as part of its exit from its ownership of the clhalich it acquired in 2001 valued at HUF 1.9 billion
(approximately Euro 8 million). The merchandisimghts with the exclusion of clothing are unlimitadd
both the media and merchandising rights are graintedperpetuity. Up to December 31, 2005 thereewer
no indications of impairment. Management has assesge recoverability and the value of the asssedha
on the estimated revenue streams that are presamdlypotentially available, discounted at an appatg
interest rate to arrive at the fair value. Basednmanagements’ estimation, the impairment of HUF 754
million which had been recorded,in addition to #raoritisation of the right up to the change in 188
which ceased the regular amortisation expense df BQ million represents the recoverable value ef th
right.as of December 31, 2008.

37



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2008

All amounts in HUF '000 unless otherwise indicated

11. Intangible Assets (continued)

Movements in intangible assets for the year endsteBber 31, 2007 was as follows:

Media anc Other Total
merchandising rights
THUF THUF THUF

Cost:
January 1, 2007 1,834,520 397,106 2,231,626
Additions - 37,525 37,525
Disposals and write downs - (131,781) (131,781)
December 31, 2007 1,834,520 302,850 2,137,370
Amortisation:
January 1, 2007 (654,520) (125,566) (780,086)
Amortisation expense - (51,722) (51,722)
Impairment (180,000) - (180,000)
Disposals and write downs - 110,119 110,119
December 31, 2007 (834,520) (67,169) (901,689)
Net book value:
December 31, 2007 1,000,000 235,681 1,235,681
January 1, 2007 1,180,000 271,540 1,451,540
12. Goodwill arising on Acquisition

Movements in goodwill (purchased as part of priosihess combinations) were as follows for the years

ended December 31:

2008 2007
THUF THUF
Cost:
At January 1 5,567,224 5,525,120
Addition - 42,104
Disposal - -
At December 31 5,567,224 5,567,224
Amortisation and Impairment
At January 1 (2,760,910) (2,364,358)
Impairment charge for the year - (396,552)
At December 31 (2,760,910) (2,760,910)
Net book value
At January 1 2,806,314 3,160,762
At December 31 2,806,314 2,806,314

At year end management reviewed goodwill carriedhim books for impairment and considered that no

further impairment is necessary.
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13. Accounts payable and accrued expenses
2008 2007
THUF THUF
Trade payables 605,059 583,141
Taxes payable (excluding income taxes) 239,233 219,187
Advances from customers 7,401 25,369
Accrued expenses 265,532 268,467
Deferred rental income 172,000 24,695
D_eclareq dividend in connection with management 46,500 170,000
incentive preference share scheme (Note 14)
Payable to employees 60,823 101,781
Deposit received for rental 663,645 530,667
Other miscellaneous payables 139,416 226,895
Total accounts payable and accrued expenses 2019, 2,150,202

Terms and conditions of the above financial lidigifi:

Trade payables are non-interest bearing and areallgrsettled on 20-30 day term.

Other payables are non-interest bearing and haeeenage term of 1 to 3 months.

Payable to employees are non-interest bearing apdesent a one month salary with
contributions.

Rental deposits are generally payable on 30-day tdren the rental agreements terminate.

14. Issued capital and reserves
Issued Capital

The authorised and issued share capital is THUF2{385. The par value of the shares is HUF 100.
At December 31, 2008 the Company'’s issued shargatapnsists of 72,723,650 shares (December
31, 2007: 72,723,650 shares) which include 70,B2B@rdinary shares and 2,000,000 dividend
preference shares. The dividend preference shages issued in November 2007 as described
below.

Of the issued shares, 10,113,269 shares costingFT#U17,444 (December 31, 2007, 3,536,960
shares costing THUF 461,627) are held as treasayes. During 2008 the company purchased
8,576,309 shares for THUF 4,455,817 on market valug sold 2,000,000 dividend preference
shares to employees as part of preference shaeensdlor THUF 200,000.
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14.

Issued capital and reserves (continued)
Preference share scheme

The general meeting of the Company on August 307 28uthorized the Board of Directors to
increase the equity capital by a maximum amountHbf~ 785,818,000, by issuing dividend
preference shares (shares with dividend rights ,omlighout voting right) against monetary
contribution within 5 years from the date of thagel meeting.

These preference shares are to be used as a remwmesnd long-term incentive system for
executive officers, as well as senior employeese Téason for the preference share scheme
available to members of management is to estahlidirect link between share rates and profits
achieved and profits shared by strengthening petmship within management thereby increasing
shareholder value. Fotex Nyrt. has an option teeeed the dividend preference shares within 5
years. If Fotex Nyrt. does not exercise its optiwithin 5 years from the date of the issue of
dividend preference shares to employees then theioef the dividend preference share will be
entitled to exercise its rights after the datehaf termination. The dividend rate on the preference
shares shall not exceed 50% of the given year'sageestock-exchange price of Fotex shares, but
shall not be less than an amount equivalent talthible sum of the central bank base interest rate,
valid on January 1 of the given year, applied to ffice value of the share. The total sum of the
dividend determined for preference dividend carmateed 30% of the consolidated IFRS income
after taxes minus minority interest. The determioratind approval of the amount of the preference
dividend payable is to the authority of the anraealeral meeting of the Company.

In November 2007 Fotex Nyrt. issued 2,000,000 pesfee shares with a face value of HUF 200
million. As at December 31, 2007 the dividend prefee share had been presented as treasury
shares as none of the share was allocated to semipfoyees. On April 28, 2008 dividend
preference shares were purchased by senior emglayeg@ar value from the loan provided by
Fotex Nyrt. at market interest rate (refer Note/A&)cording to the decision of the General Meeting
in 2008 preference dividend of HUF 85 per share paid on each dividend preference share in
2008 in amount of HUF HUF 170 million. This prefece dividend to the management was
disclosed as personnel expense in the financismatnts at 2007. The payment of the preference
dividend did not generate any additional tax ligypifor the Group.

The Board of Directors suggested HUF 46.5 milligviceend for the dividend preference share for
the approval of the forthcoming shareholder’s nmegti

Goodwill Write-off Reserve

In 1990, in connection with the transformation loé {Company to an Rt. and associated increase in
share capital, certain intangible assets of Fotgx. Nprincipally the “Fotex” name) were valued by
an independent appraisal at approximately HUF #lr This amount is shown as an intangible
asset in the Company’s Hungarian statutory findretiaements and is amortised over 24 years.
This amount is not shown as an asset, rather aadaction from shareholders’ equity in these
financial statements.
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14. Issued capital and reserves (continued)
Retained Earnings

Retained earnings available for distribution aredokon the financial statements of the Company
prepared in accordance with Hungarian Accountingn&rds, as opposed to these financial
statements that are prepared under InternatiomanEial Reporting Standards. The distributable
reserves according to Hungarian Accounting Starsdafd Fotex Nyrt. at December 31, 2008

amount to THUF 742,523 (December 31, 2007 THUF 2,378).

15. Selling, General and Administration Expenses
December
31, 2008 December 31, 2007
Continuing Continuing Discontinued Total
operations operations operations
THUF THUF THUF THUF

Personnel expense 2,548,293 3,029,916 494,895 3,524,811
Material type costs 2,342,738 2,255,347 553,635 2,808,982

Other expenses 840,768 1,524,049 12,298 1,536,347
Depreciation and 1,058,021 1,005,828 3950 1,009,778
amortization

Total selling, general
and administration 6,789,820 7,815,140 1,064,778 8,879,918
expenses

Major element among “Other expenses”

2008 2007

THUF THUF
Impairment of Goodwill (Note 12) - (396,552)
Impairment of intangibles (Note 11) (194,217) (180,000)
Impairment on Inventories (Note 8) (212,686) (71,360)
Impairment on Trade Receivables (Note 7) (46,572) (19,044)
Realised foreign exchange loss net 53,295 (77,491)
Unrealised foreign exchange gain /(loss) net 87,084 (39,500)
Tax expenses (mainly building tax) (270,669) (247,706)
Indemnity payment - (190,000)
Other expenses (257,003) (314,694)
Total “Other expenses” (840,768) (1,536,347)
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16. Income Taxes

2008 2007

THUF THUF
Current income tax expense 529,170 273,637
Deferred income tax 78,404 (105,000)
Income tax expense 607,574 168,637

The effective income tax rate varied from the statuincome tax rate due to the following items:

2008 2007

THUF THUF
Income before minority interest and income taxes 1,404,998 579,286
Tax at statutory rate of 16% 224,800 92,686
Effect of tax losses for which no corresponding 303,034 202,680

deferred tax asset recognized

Effect of tax losses from previous periods for ethi
corresponding deferred tax asset recognized for the - (152,623)
first time in the current period.

Utilisation of previously unrecognized tax losses - -

Differences arising from Cyprus and Luxembourg tax

rates (57,127) (35,860)
Non deductible expense (155,411) (190,873)
Adjust_ments in respect to current income tax of 20 407 B
previous years ’
Solidarity tax at statutory rate of 4% 92,698 58,036
Local business tax 160,530 177,102
Innovation tax 18,643 17,489
Income tax expense 607,574 168,637

Fotex Nyrt. and its subsidiaries are subject taoggle audit by the Hungarian Tax Authority
(“APEH"). Because the application of tax laws amgjulations for many types of transactions is
susceptible to varying interpretations, amountsomea in the financial statements could be
changed at a later date upon final determinatioAPEH.

Corporate income tax rate is 16%, however, effecfrom September 1, 2006 the Hungarian
government introduced an additional, so calleddseify tax of 4% payable on statutory accounting
incomes made in the period from September 1, 2006.

As the above mentioned solidarity tax is assumedabie in future years, an effective tax rate of
20% is taken into consideration when calculatinfipaed tax assets and liabilities.

In 2005 Upington, an investment holding company weatablished in Cyprus which had an

effective tax rate of 10%. In addition, Downingt@nfinancial holding company was established in
Luxembourg during 2006 where the effective tax fatdinancial holding income is 0%.
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16. Income Taxes (continued)

Deferred tax assets and deferred tax liabilitieBextember 31, 2008 and 2007 are attributable to the
items detailed in the tables below:

Consolidated Consolidated
balance sheet income statement
2008 2007 2008 2007
THUF THUF THUF THUF
Deferred income tax liabilities
Accelerated depreciation for tax purposes (136,156)(129,587) (6,569) (9,026)
Eliminated intercompany transactions (26,848) 136) 4,707 4,183
Capitalisations of small value assets (38,867) (30,079) (8,787) (11,251)
Fair value adjustments on acquisition - (38,843) 38,843 3,532
Gross deferred income tax liabilities (201,871) Q285) 28,194 (12,562)
Deferred income tax assets
Provisions 10,352 3,099 7,253 (35,061)
Tax losses carried forward 73,885 187,736 (113,851 152,623
Gross deferred income tax assets 84,237 190,835 06,598) 117,562
Deferred income tax (78,404) 105,000
Net deferred income tax liability (117,634) (39,230

Certain Group companies have tax losses that aitable to be carried forward and offset against
taxable income of the companies in future yearshasvn below:

Expiry THUF

Indefinite 1,004,823
2009 143,780
2010 10,887
2011 6,193
2012 10,864
Total 1,176,547

Deferred tax assets have not been recognised pecesf these losses in the past as they have
arisen in subsidiaries that have been loss-malkingdme time. Due to the Group reorganisation
and merger process which started in 2006 it hasrbegossible for the Group to utilise certain past
losses as several loss-making entities merged gliuhia previous and current years into profit-
making entities.
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17. Discontinued operations

In 2007 the Company took a strategic decision tib tee furniture retail operation performed by
Domus Lanc Kft. As a result on March®32007 Domus Lanc Kft. merged into Domus Zrt. After
the merger Domus Lanc Kft. which was a furniturgiter continued its operation as part of Domus
Zrt. to the end of August 2007 with a continuoud@creasing activity. After the end of September
2007 the remaining furniture inventory was mainlyghased by three entities. Those entities were
established by former employees of Domus Lanc Kiie three entities also had an obligation for
the purchase of the inventory owned by Domus Z&bfaDecember 31, 2007. As Domus Lanc Kift.
was not sold as an operating entity rather it haggally ceased its activity there was no business
disposal.

The net assets and liabilities of Domus Lanc Kftluded in the consolidated balance sheet as set
out in the table below.

2007
THUF
Net assets disposed of:
Cash -
Accounts receivable and prepayments 151,773
Inventory 209,650
Fixed assets -
Accounts payable and accrued expenses -
361,423

The account receivable and prepayments represertmivable from the three entities which
acquired Domus Lanc Kft. inventoriebhe inventory represented those items which wele &0
these three entities under a sales commission ragree

18. Segment Information

Segment results include revenue and expenses Idiggtiibutable to a segment and the relevant
portion of enterprise revenue and expenses thabeatlocated on a reasonable basis to a segment,
whether from external transactions or from trarisast with other segments of the Group. Inter-
segment transfer pricing is based on cost pluspanoariate margin, as specified by Group policy.
Segment results are determined before any adjusgrf@mminority interest.

The Group has operations in Cyprus, Luxembourgiandungary. However, the majority (over
97%) of activities is carried out in Hungary; coggently no geographical segment information is
disclosed.

Segment assets and liabilities comprise those tipgrassets and liabilities that are directly
attributable to the segment or can be allocatetidasegment on a reasonable basis. Segment assets
are determined after deducting related allowanicasdre reported as direct offsets in the Group’s
balance sheet.

Corporate and other items mainly comprise generdl administrative expenses that relate to the
Group as whole, assets not directly attributabléh&ooperations of the segments such as short and
long term investments and liabilities that are imed for financing rather than operating purposes.
Capital expenditure represents the total cost necuduring the period to acquire segment assets
that are expected to be used during more than eredp(property, plant and equipment).
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18. Segment Information (continued)

2008 2008 2008 2007 2007 2007
Revenue (a): Net Sales Net Sales Net Sales Net Sales Net Sales Net Sales
external inter-segment THUE external inter-segment THUE
THUF THUF THUF THUF
Furniture 1,198,198 53,000 1,251,198 1,226,482 75,439 1,301,921
Investment property 5,406,916 395,820 5,802,736 5,158,670 449,550 5,608,220
Electrical, household
goods and cosmetics 504,858 506 505,364 628,858 6,159 635,017
Crystal and glass 1,837,359 5,669 1,843,028 2,895,449 8,195 2,903,645
Music 874,642 40,413 915,055 973,814 3,175 976,989
Clothing 377,408 0 377,408 478,214 - 478,214
Advertising 34,591 134,165 168,756 27,735 62,813 90,548
Corporate and other 923,968 403,841 1,327,809 1,197,543 574,871 1,772,414
Inter-segment
elimination (1,033,414)  (1,033,414) - (1,180,203)  (1,180,203)
Revenue from
continued operations 11,157,940 - 11,157,940 12,586,765 - 12,586,765
Revenue from
discontinued furniture - - - 3,074,684 - 3,074,684
operations (Note 17)
Revenue from 11,157,940 - 11,157,940 15,661,449 - 15,661,449

operations

a) Revenue relating to crystal and glass productsenidl are principally foreign currency sales. Appmately half of the
revenue relating to manufactured furniture are edxqevenue. Other sales are generally Hungariamfsales.

Net income before tax:

Furniture

Investment property
Electrical, household goods and cosmetics

Crystal and glass

Music
Clothing
Advertising

Corporate and other
Net income before tax from continued operations

Net loss from discontinued furniture operations tgNb7)

Net income relating from operations
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2008 2007
THUF THUF
(167,809) 104,457
2,593,365 1,816,835
(24,409) 21,272
(501,914)  (470,005)
(140,887)  (101,203)
41,639 39,976
8,218 (1,613)
(403,205)  (366,197)
1,404,998 1,043,522
- (464,236)
1,404,998 579,286
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18.

Segment Information (continued)

Total Assets: 2008 2008 2008 2007 2007 2007
Assets Assets inter- Assets Assets Assets inter- Assets
external segment THUF external segment THUF
THUF THUF THUF THUF
Furniture 1,029,753 16,543 1,046,296 1,000,929 33,635 1,034,564
Investment property 18,001,339 170,116 18,171,455 17,543,035 33,824 17,576,859
Electrical, household
goods and cosmetics 642,873 2,008 644,881 935852 4,262 940,114
Crystal and glass 2,634,667 89 2,634,756 2,836,341 1,955 2,838,296
Music 551,088 152 551,240 832,347 99 832,446
Clothing 530,788 151,719 682,507 744,244 1,000 745,244
Advertising 114,574 3,818 118,392 187,230 9,193 196,423
Corporate and other g 430,156 1,499,605 9,929,761 11,196,214 1,594,120 12,790,334
Inter-segment
elimination (1,844,050) (1,844,050) - (1,678,088) (1,678,088)
Total assets 31,935,238 - 31,935,238 35,276,192 — 35,276,192
2008 2008 2008 2007 2007 2007
Liabilities: Liabilities Liabilities Liabilities Liabilities Liabilities Liabilities
external inter-segment THUF external inter-segment THUF
THUF THUF THUF THUF
Furniture 116,307 8,079 124,386 174,418 69,533 243,951
Investment property 954,396 330,855 1,285,251 678,276 607,526 1,285,802
Electrical, household
goods and cosmetics 108,995 18,963 127,958 120,441 32,222 152,663
Crystal and glass 365,082 1,424,539 1,789,621 298,188 1,069,184 1,367,372
Music 91,596 16,549 108,145 173,976 220,250 394,226
Clothing 36,909 3,114 40,023 40,848 2,520 43,368
Advertising 59,960 15,783 75,743 62,879 15,063 77,942
Corporate and other 772 655 158,838 931,493 850,615 -39,252 811,363
Inter-segment
elimination (1,976,720)  (1,976,720) (1,977,046)  (1,977,046)
Liabilities 2,505,900 - 2,505,900 2,399,641 - 2,399,641

46



Fotex Nyrt. and Subsidiaries

Notes to Consolidated Financial Statements

December 31, 2008

All amounts in HUF 000 unless otherwise indicated

18. Segment Information (continued)

Capital expenditure: 2008 2007

THUF THUF
Furniture 36,281 174,548
Investment property 1,023,371 1,079,743
Electrical, household goods and cosmetics 46,715 29,552
Crystal and glass 50,976 96,411
Music 4,370 31,284
Clothing 428 1,678
Advertising 1,374 448
Corporate and other 57,725 101,797
Capital expenditure 1,221,241 1,515,462
Depreciation and amortisation: 2008 2007

THUF THUF
Furniture 38,485 49,204
Investment property 776,500 639,301
Electrical, household goods and cosmetics 27,897 32,696
Crystal and glass 117,675 165,163
Music 14,950 40,987
Clothing 4,322 5,723
Advertising 1,191 2,041
Corporate and other 77,001 74,663
Depreciation and amortization 1,058,021 1,009,778

19. Financial risk management objectives and polies

The Group’s principle financial liabilities, oth#ran derivatives, comprise trade payables and hire
purchase contracts. The Group has various finaasgdts such as trade receivables, cash and short
term deposits and granted loans. The Company’sisgsiimarily held with major banks located in
Hungary, Cyprus and Luxembourg. The financial litlbs and financial assets arise directly from
the operations of the Group.

During the year the Group has entered into a smathber of derivative transactions, primarily
forward currency contracts. The purpose was to grutlae currency risk arising from the Group’s
operations. There were no open derivative tranmagtas of December 31, 2008.

The main risk arising from the Group’s financiastiuments are foreign currency risk and credit
risk. The Management is reviewing and managing eathese risks which are summarized below.
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19. Financial risk management objectives and polies (continued)
Asset risk

Management is reviewing its strategy relating ® iitvestment in Ajka in view of the losses
experienced in that company. Whatever the ultinstategy of the group will be management
believes that it will recover the value of the asggesently in use.

Interest rate risk

As the Group has no external financing liabilityerth is no interest rate risk which could be
managed.

Currency risk

The financial instruments that potentially subjét Company to currency risk consist principally
of foreign currency trade receivables, payables @ash deposits in foreign currency. There is a
currency risk which is associated to the EUR basethl agreements. The major part of the EUR
based rental fees is invoiced in HUF on a dailytspte. In order to limit the potential exchange
loss as a result of any adverse change in the EUR-Exchange rates, the Group generally
determines a minimum EUR-HUF exchange rate in ¢inéat agreements for conversion purposes.

The Group also has a transactional currency expo8urch exposure arises from sales or purchases
by an operating unit in currencies other than th&sufunctional currency. Approximately 17% of
the Group’s sales are dominated in currencies dtiaar the functional currency of the operating
unit making the sales, while costs are denominateithe unit's functional currency. The Group
manages this risk in certain cases using forwarcengy contracts.
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19. Financial risk management objectives and polies (continued)
Currency risk (continued)

Management presents below the impact of EUR raietufations on export sales and thus on the
Group's pre-tax profit (all other variables aresidared constant):

Increase/decrease in Effect on profit before tax
EUR rate
THUF
2008 +5% 95,172
-5% (90,640)
2007 +5% 119,906
-5% (125,909)

According to management, the real threat to théitprof subsidiaries affected by foreign exchange
risks is posed by changes in market demand (refleict the number or orders) in line with global
market tendencies rather than on foreign exchaagefluctuations.

The Group holds significant amounts in foreign eonmies which are exposed to EUR rate
fluctuations as follows:

Increase/decrease in Effect on cash and cash
EUR rate equivalents
THUF
2008 +5% 149,418
5% (142,303)
2007 +5% 304,104
-5% (289,462)

Credit risk

Credit risk is decreased via the dispersion acttessustomer base. The Group manages its credit
risk by advance payments, request of bank guaratee cash deposits. In addition, the Group is
monitoring on a regular basis the available busirieformation regarding major creditors on the
market. Receivable balances are monitored on aaiogdasis.

Liquidity risk

The Group monitors its risk regarding liquidity withe following tools:
* Monitoring of the daily available (restricted andnrrestricted) free cash and cash
equivalents balance by entities
* Monitoring of the entities’ cash-flow on a weeklgdis
* As part of the management information system theu@monitors the economic operation
of the entities on a monthly basis
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19. Financial risk management objectives and polies (continued)
Liquidity risk (continued)

The table below summarises the maturity profiléhef Group’s financial liabilities at December 31,
2008 and December 31, 2007 based on contractusdamohted payments.

Year ended December 31, On Lessthan 3to12 1to5 >5 Total
2008 demand 3 months months years vyears

THUF THUF THUF THUF THUF THUF
Trade payables 181,028 401,736 10,022 12,273 - 605,059
Taxes payable (excluding 66,491 170,616 2,126 - - 239,233
income taxes)
Advances from customers - 7,401 - - - 7,401
Accrued expenses 13,488 227,290 15,504 9,250 - 265,532
Deferred rental income — 172,000 - - - 172,000
Declared dividend in
connection with
management incentive - 46,500 - - - 46,500
preference share scheme
(Note 14)
Payable to employees 162 60,661 - - - 60,823
Deposit received for rental - 7,308 27,491 619,657 9,189 663,645
Other miscellaneous 886 31,183 102,220 5,127 139,416

payables
Total accounts payable and
accrued expenses

262,055 1,124,695 157,363 646,307 9,189 2,199,609
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19. Financial risk management objectives and polies (continued)
Liquidity risk (continued)
Year ended December 31, On Lessthan 3tol1l2 1to5 >5

2007 demand 3 months months years vyears Total
THUF THUF THUF  THUF THUF THUF

Trade payables 82,668 500,473 - - - 583,141
Taxes payable (excluding 210,187 B 3 B 210,187
income taxes)

Advances from customers - 25,369 - - - 25,369
Accrued expenses - 254,241 - 14,226 - 268,467
Deferred rental income - 24,695 - - - 24,695
Declared dividend in

connection with

management incentive - 170,000 - - - 170,000
preference share scheme

(Note 14)

Payable to employees - 101,781 - - - 101,781
Deposit received for rental - 13,643 - 571,473 - 585,116
Other miscellaneous B 172,446 B 3 B 172,446
payables

Total accounts payable and g, ssa 1 487 835 _ 585,699 ~ 2,150,202

accrued expenses

Capital management

From the sales of its interest in Fotex Optika Kifit.2005 the Group has significant own cash
balance which has been used for the internal fingncas necessary. During 2006 the Group
replaced its external bank loans by internal fimagc As a consequence on Group level, the
financing expenses and risks significantly reduced.

Fair values
At December 31, 2008 and 2007 the carrying amoahtsash and cash equivalents, short-term
investments, accounts receivable, accounts payatileaccrued expenses approximated their fair

values due to the short term maturities of thesetasand liabilities. Receivables are stated after
making allowance for doubtful debts.
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20. Investments in subsidiaries
During 2008 Fotex Nyrt. entered into certain trantisss and mergers as further described below:

= DVD Rent Kft. merged into Fotexnet Kft. as at Febgu29, 2008.

= Fotex |l Kft, Fotex Kont Kft and Norba Kft. mergedto Kontur Zrt. at February 29, 2008.
Fotex Il Kft. and Fotex Kont Kft was not consolidd subsidiary of Fotex Nyrt before
merger

= Kont -Vesz Kft. demerged from Székhely Kft. at J8ly; 2008

» Bebufa Kft and Balaton Butorgyéar Zrt. merged at &aber 15, 2008. The name of the new
company is Balaton Butor Kft.

= Fotex Records Kft. merged into Hungaroton Recorfisd January 1, 2008

= The General Meetings of Fotex Nyrt. hold on Sep&ma® and December 9, 2008 Fotex
Nyrt. decided to transfer the company into Europeaorporation from January 1, 2009.
According to the decision of General Meeting Fdi#sé Amerikai-Magyar Vagyonkezél
Nyilvanosan Mikodé Részvénytarsasdg was deleted by the Court of Retips at
December 31, 2008. According to the declaratioGaiirt of Registration dated on January
9, 2009 Fotex Holding SE Public Company Limited3fares was registered on December
31, 2008. The consolidated financial statementadé&¥ Nyrt includes every transaction of
the entities for 2008.

Entities included in the above mentioned mergegscantinuing there activities after the mergers.

During 2007 Fotex Nyrt. entered into certain tratiesms and mergers as further described

below:
= Dadlia Kft. merged into Keringatlan Kft. as at Fedrny 28, 2007.
= Domus Lanc Kft. and Domus IBC Kft. merged into Danart. as at March 31, 2007.
= AzUr Kft. merged into Keringatlan Kft. as at Augdt, 2007.
= Székhely 2007 Kft. demerged from Balaton Butorgdr as at September 30, 2007.
= The Group fully acquired Norba Kft. as at Septen@@r2007 for a purchase price of

THUF 50,000. The net asset of Norba Kft. was THR2F41 respectively at acquisition
resulting in goodwill of THUF 7,589.

21. Operating Leases

The Group leases retail sites within shopping gentBuna Plaza”, “MOM Park” and “Csepel
Plaza” located in Budapest and at four other looatiin Budapest based on non-cancellable
operating lease agreements.

The “Duna Plaza” agreement, extended in 1999, altband committed the Group to rent the retail
outlets until September 2009. In 2007 the sizehefrented area was decreased by 5,54Based

on mutual agreement from 7,22F anea to 1,678 fnln 2008 the Group decreased the rented area
by 180 nifrom 1,687 to 1,498.
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21.

Operating Leases (continued)

From September 2001 the Group leases retail sitbtsnWWMOM Park”, the relating contract has a
term of 7 years. In March, 2007 the Group annouriiseiditention to use their option on the outlets
rented in “MOM Park”, whereby the rental contraatay be extended with a further five years. The
Group decreased the rented area from January B BY®,056 mfrom 5,374 m to 3,318
rented area.

The rental contract on retail outlets in shoppirgnter “Csepel Plaza” was extended until
December, 2010. The contract on the outlet in tapping center in Pécs was valid till October,
2007 and was not extended. The contracts on therédail outlets classified as other centers and
shops expire in December 2010, November and Deae?di8 and in February, 2016.

The rental fees are denominated in Euros and aredsed by the customer price index reported by
the European Union’s Statistical Office commendimgn January 1, 2000 in case of “Duna Plaza”,
from January 1, 2002 in case of “MOM Park” and fréamuary 1, 2000 or 2001 in the case of other
centres. The Group also leases office space iKFRIeza as described in note 23. At present the
Group is committed to pay the following minimum tas:

Fotex Other
2008 Duna Plaza MOM Park  centers and Total
Plaza
shops

Operating
lease THUF THUF THUF THUF THUF
commitment
2009 175,862 43,119 187,259 61,578 467,818
2010 - - 194,373 62,699 257,072
2011 - - 201,815 54,871 256,686
2012 - - 209,586 58,135 267,721
After - - 156,473 769,841 926,314
Total 175,862 43,119 949,506 1,007,124 2,175,611

Operating lease payments for the year ended DeaeBthe2008 amounted to THUF 58,714
(December 31, 2007 THUF 87,956) for Duna Plaza, FH168,903 (December 31, 2007 THUF
271,895) for “MOM Park” and THUF 61,324 for the ethcenters and shops (December 31, 2007
THUF 17,539).

A portion of retail shop premises are still renfesin local municipalities. These rentals may be
cancelled by the lessor with a notice period ofeast one year. Under certain circumstances the
Group has the right to acquire the premises at laevanutually agreed with the relevant
municipality. During 2007 and 2008 the Group did exercise any such rights.
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22.

23.

Earnings Per Share

Basic earnings per share data is calculated bas#teoveighted average number of ordinary shares
outstanding during the period excluding treasuraret held by the Company. Fully diluted
earnings per share is calculated based on the teeigaverage number of ordinary shares
outstanding as calculated for basic earnings pareshnd as adjusted for giving effect to the
assumed issuance of all potentially dilutive samgi Net income is adjusted in the fully diluted
earnings per share calculation for any income qrerse associated with the potentially dilutive
securities.

Basic earnings per share is calculated by dividirgnet income attributable to shareholders by the
weighted average number of ordinary shares in idsui@g the year, excluding the average number
of ordinary shares purchased by the Company antldselreasury shares:

2008 2007
THUF THUF
Net income attributable to equity holders fromtiuning
operations (THUF) 787,309 863,628
Loss attributable to equity holders from disconéd
operations (THUF) B (464,236)
Net income attributable to shareholders (THUF) 787,309 399,392
Weighted average number of shares in issue dthimgear 62,610,381 69,186,690
Basic earnings per share from continuing operatiéd§’) 12.57 12.48
Basic loss per share from discontinued operatiod&{(H - (6.71)
Basic earnings per share (HUF) 12.57 5.77

The diluted earnings per share agree with basitireggs per share in 2008 and 2007 as there is no
dilution effect in these years.

Related Party Transactions

Principal related parties

Gabor Varszegi, Chairman of the Board of Fotex Nylirectly or indirectly controls a part of the
voting shares of Blackburn International Inc. (“&thurn”), a Panama company and Zurich
Investments Inc., (“Zurich”) a British Virgin Islals company, Blackburn has a controlling interest
in Fotex Ingatlan Kft. (“Fotex Ingatlan”) and PlaRark Kft. (“Plaza Park”). At December 31, 2008,
Blackburn controls 16.9% of the Company’s shareitahDecember 31, 2007, 16.9%), Zurich
controls 14.1% (December 31, 2007, 14.1%), Fotgatlan controls 17.6% (December 31, 2007,
17.6%), and Plaza Park 1.6% (December 31, 200%)1.8hese companies are considered to be
related parties.
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23.

24.

Related Party Transactions (continued)

Related party rental transactions

In case of Plaza Park office accommodation agremmsare modified in December, 2000, and
were extended until December 31, 2011. Based an diptions, Fotex Nyrt. and its subsidiaries
renegotiated rental contracts and extended theiih Datember 31, 2011. The rental fees are
adjusted with the harmonized customer price inde¥25) reported by the European Union’s
Statistical Office (Eurostat). Rental agreementthwhotex Ingatlan Kft. were modified to an
indefinite term renting period. Rental fees argd@ased annually by the average of the general rates
of inflation in the EU. Rental and other relateédeaid to Fotex Ingatlan for 2008 were THUF
84,768 (2007: THUF 81,387) and to Plaza Park THW4,209 (2007: THUF 212,509).

Other related party transactions
There were no significant other related party taations neither in 2007 nor in 2008.

Compensation of key management personnel of thagsro

Management, directors and members of the supewlsmard of Fotex Group received short term
employee benefits of THUF 254,422 for 2008, whicti wacrease by THUF 46,500 dividend
according to the decision of the General Meetir@p2 THUF 397,663).

Statement of responsibility

The annual consolidated report of Fotex Nyrt. om year 2008 contains true data and statements
and it does not conceal any facts that are impbftarthe assessment of the Company’s position.
The issuer is liable for damages as per Articlesgstion (1) of the law on capital markets.

Budapest, March 27, 2009

Gabor Varszegi
Chief Executive Officer
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