Hungarian Central Statistical Office
Deputy President

Iktatbszam: 400-10/2006.

Mr Laurs Norlund
Director

Eurostat

Dear Mr. Norlund,

Before the compilation of the April 2006 EDP naté#tion, the Hungarian statistical
authorities need further clarification on certaiethodological issues that were raised and

discussed during the 2005 EDP missions and follpw-u

1) Claims on bad loans against foreign governments

Hungarian statistical authorities provided detailedormation on the development of
outstanding claims on loans against foreign govemts) generated mainly by deliveries of
Hungarian corporation in goods and services undgeements between governments.
Previously an exchange of letters between EurastdtHungarian statistical authorities tried
to identify key methodological problems of theseairms and provided a set of public
accounting data illustrating the size of the issiige set of data, among others, included the
stock of claims that are not accepted by the pargogernments, broken down by original
amount of capital and accumulated late interest.

We would like to ask your opinion of the corre@atment of these items.

2) Privatization of Budapest Airport

Hungarian statistical authorities sent a descniptan the procedure of privatization of
Budapest Airport in September attached to the Comtsnaf Notification.

Meanwhile the privatization contracts were signed the payment was fulfilled.

The actual components of the privatization packagehe following:

=
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60 HUFbn for 75 % -1 shares of the Budapest Air@mt, the amount was received by APV
(privatization agency) by exercising the state awhip rights;

389,5 HUFbn for rights for use of infrastructursets and operation of Budapest Airport for
75 year,

15 HUFbn for purchase of certain fixed assets.

Please find attached in Annex 1 the detailed detson of the transaction made by the
Hungarian Privatization Agency. Annex 2 contains thalance sheet and profit and loss
statement of Budapest Airport Rt. for 2003-2004.

The Hungarian statistical authorities raise thestjae on the treatment of the components

mentioned above.

Looking forward to your opinion on these pendirguiss.

Yours sincerely,

Dr. Bago Eszter

Budapest, 3rd February 2006

ANNEX 1-2
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ANNEX 1

HUNGARIAN PRIVATISATION AND STATE HOLDING COMPANY

http://www.apvrt.hu/english/m3.html

The privatisation of Budapest Airport Rt has been completed

CURRENT PRESS RELEASES
The privatisation of Budapest Airport Rt has beempleted

22nd December 2005

BAA International Holdings Ltd has today completal immediate payment commitments undertaken in
relation to its purchase of a 75%-1 vote stakeuddpest Airport Rt.

As part of the completion of the transaction, mhsaction documents have been duly signed ancegel.

CURRENT PRESS RELEASES

APV Rt. and BAA (International Holdings) Ltd. have signed the privatization contract
for Budapest Airport Rt.

18th December 2005

APV Rt. and BAA (International Holdings) Ltd. have signed the privatization contract for Budapest
Airport Rt.

BAA (International Holdings) Ltd, the winning bidder of the privatization tender for a 75%-1 vote share
of Budapest Airport Rt. (BA Rt.) and APV Rt. have bday concluded the technical finalization of the
privatization contracts. Further to the authorization by the Board of Directors, the CEO of APV Rt. ad
the CEO of BAA (International Holdings) Ltd. have dgned the sale and purchase agreement in relatioo t
the shares sold by APV Rt. in BA Rt. and a sharehders’ agreement between the new majority
shareholder and the now minority shareholder APV Rtin the course of a public press conference.

The financial closing of the transaction is expddtetake place on 23 December 2005.

APV Rt. is delighted with the results of the prization of BA Rt. Firstly, the transaction ensutieat Budapest
Ferihegy International Airport will benefit from e¢hprofessional competence, commitment and financial
resources of the world’s largest and one of thetraoscessful airport operators — while maintaining real
estate assets of the airport in state ownershipor#gly, the privatization of BA Rt. results in tha&rgest
privatization revenue in any single transactiohlimgary to date.

While many details of the transaction remained iciemftial until the signing of the sale and purchageeement,
APV Rt. is now in the position to provide the pablith a detailed overview of the privatization pess.

Press releases issued during the privatizationegsocan be found in Hungarian and English languagesPV
Rt.’s website (www.apvrt.hu).



1. A chronological overview of the privatisation ofBudapest Airport Rt.

On 6 November 2004 APV Rt. initiated a negotiatedblic procurement procedure to select a privatisati
advisor with an announcement in the official pufion of the EU. This procedure was won by CredisSe
First Boston (Europe) Limited and the engagementrect was signed on 28 February 2005, with thkstas
the privatisation advisor including the preparatmnboth a scoping study on the recommended psattin
technique as well as conducting the privatisatimtess itself. Credit Suisse First Boston (Eurdpeiited was
supported by Concorde Corporate Finance and GlifEtlrance as subcontractors.

The Board of Directors of APV Rt. debated the sngtudy on 5 May 2005 and in its Board Resolutitm
238/2005. (5 May) authorized the elaboration ofdhk for tender, stating that the tender shouléteo round
tender for strategic investors preceded by a ptdipaséion phase. Also, the tender was to be dchftea way
that would allow the sale of the entire state owslegreholding should an amendment of the Act oveRsiation
permit this. As an annex to the above resolutienBbard of Directors of APV Rt. also submittedhe Minister
of Finance a Government proposal,.

Subject to the decision of the Government in tiseiés Board Resolution No. 313/2005 (6 June) awgldrihe
announcement of the call for tender. The privatsaprocess was formally started with GovernmergdRéion
No. 2104/2005. (6 June). APV Rt. published thé foaltender on 6 June 2005 in two daily newspapeéth

national coverage and in the Financial Times.

The results of the pre-qualification phase of teader process were approved by Board Resolution No.
357/2005. (11 July), whereby the Board of DirectofsAPV Rt invited 10 out of the 11 bidders who had
submitted a letters of intent to participate in fivst round of the tender. The consortium of Cagmion
America SA and Stellaria Kft was found not to coynpith the professional requirements laid out ie tall for
tender and was therefore not invited. The deadbnsubmitting the indicative offers for the fingiund was set

as 9 August 2005.

The fair value of Budapest Airport Rt's share pagkaefore the payment of any up-front asset managefees
was determined by CIB Bank, which was selectedHertask in a public procurement procedure. Theatain
was performed using four approaches: a DCF (Dismslu€ash-Flow) valuation, an EVA (Economic Value
Added) based valuation, an analysis based on #uénty multiples of comparable quoted companies, amd
itemized asset valuation. The valuation was fiealisn 19 August 2005, i.e. before the price enwesopere
opened on 22 August 2005 in the presence of ayptalic. The valuation report estimated the failue of the
Immediate Transaction Proceeds at HUF 152.3 bmasgua 100% stake was being sold and at HUF 114.2 b
assuming a 75% minus 1 vote stake was being sold.

The result of the first round of the two round tengdrocess — the list of bidders to be invitedubrsit a binding
offer in the second round — was decided on by tbar® of Directors of APV Rt in Board Resolution No.
414/2005. (26 August). The resolution ranked this Igis follows:



Bidder Score | Ranking

BAA (International Holdings) Ltd. 87.69 1.
HOCHTIEF Airport GmbH and HOCHTIEF AirPort 84.50 2.
Capital GmbH

Fraport AG Frankfurt Airport Services Worldwide 82.86 3.
Macquarie Airports Holdings (Bermuda) Ltd. 80.25 4.
Copenhagen Airports A/S 79.57 5.
Abertis Infraestructuras, S.A. 63.48 6.
Ferrovial Aeropuertos S.A., Ferrovial InfraestruesiS.A. | 60.93 7.

and Goldman Sachs International

Euroinvest Central European Investment Ltd., Tri@ra 53.25 8.
Development Ltd., Aeroporto di Venezia Marco Polo
S.p.A., National Savings and Commercial Bank Ladd
MOL Hungarian Oil and Gas Industry Plc.

TAV TEPE-AKFEN-VIE 51.44 9.

The Board of Directors invited the following 5 b&td (who placed top 5 both in terms of total scamd in
terms of industry score) to participate in the secmund of the tender:

- BAA (International Holdings) Ltd.,

- Copenhagen Airports A/S,

- Fraport AG Frankfurt Airport Services Worldwide,

- HOCHTIEF Airport GmbH and HOCHTIEF Airport Capit&mbH,
- Macquarie Airports Holdings (Bermuda) Ltd.

All five bidders began the business, legal and anting due diligence of Budapest Airport Rt on Jteenber
2005.

In light of the legally binding ruling of the Budegt Metropolitan Court (59.Mpktv.630.044/2005), Beard of
Directors of APV Rt. cancelled the public, two-raumpre-qualificational tender procedure of Budagsgbort
Rt with Board Resolution No. 485/2005. (20 Octolzam)l informed the participants of this move in ingt

Following the court ruling cited above APV Rt contkd a consultation process according to the Lahaur
with the Workers’ Council and the representatiaglér unions operating at BA Rt. Once these conguiwtvere
concluded and based on Government Resolution N&i1/2205. (26 October), the Board of Directors ofVAP
Rt. passed Board Resolution No. 504/2005. (27 @cjokin this resolution APV Rt initiated a closed,
invitational tender for the sale of a 75% minusatevstake in BA Rt, to which it invited leadingemational
airport operators with suitable operational refeemnand financial strength or consortia of invesstormed with
a significant participation of such strategic inees. Although no agreement was signed at the dnitheo
consultation process with the employees’ repretigata as a unilateral gesture the Board of Dinectd APV
Rt. incorporated several of the employees’ demantis the new call for tender. Accordingly undertags
relating to the employees were given a separatghiv@imong the evaluation criteria and certain coiments
related to the employees’ rights — such as adherenthe collective agreement, maintaining of theent level
of non-wage allowances, cooperation with the uni@msl maintenance of the current rights of the BAsR
employees even if certain businesses are outsowroggte identified as mandatory elements of ths.bid



APV Rt. invited the following strategic investorsthe closed tender:
- BAA (International Holdings) Ltd.,
- Copenhagen Airports A/S,
- Fraport AG Frankfurt Airport Services Worldwide,
- HOCHTIEF Airport GmbH and HOCHTIEF Airport Capit&@mbH,
- Macquarie Airports Holdings (Bermuda) Ltd.
The invited parties were allowed to form consowtith prior approval from APV Rt.

The Board of Directors of APV Rt set the submissiadline for 14 November 2005: In accordance with
Paragraph 2 of Government Resolution No. 2231/2@®B0ctober) the time between the posting of taited

call for tender and the submission of the bids wekat less than 30 days. This decision of the BBadr
Directors of APV Rt. is in line with Paragraph 11of the Tender Rules of APV Rt and the decision was
supported by a two thirds majority of the board rhers.

The closed tender was announced on October 28 Zn@thg the bidding period, Macquarie Airport Haids
(Bermuda) Ltd made a public takeover offer for Guagen Airports A/S, as a result of which first Eopagen
Airports A/S, then Macquarie Airports Holdings (Rarda) Ltd withdrew from the privatisation tender of
Budapest Airport Rt.

The following three bidders submitted legally bimglioffers on 14 November 2005.
1) BAA (International Holdings) Limited (United Kingam)

BAA bid through the special purpose vehicle BUD ¢inyy Property Management Zrt, which is 99.5%
owned by BAA International Holdings Ltd. (a 100 $dbsidiary of BAA plc.) and 0.5% owned by BAA
plc. itself (representing one share in the compahke ownership structure of the special purpogecle
was approved by APV Rt. in writing prior to the suibsion of the bid, after verifying that the owrtéps
structure fully complies with the requirementstod tender, namely that the special purpose vehialet be
under ,,100 % control” of the Bidder, and that tH®oee structure complies with the requirement of the
Corporations Act that a one-person company maywotanother one-person company.

2) The consortium of Hochtief Airports GmbH (Germanichtief Airports Capital GmbH (Germany) and
Caisse de dépot et placement du Québec (Canada)

The consortium bid through the special purposecketiirport Partners Hungary Consulting Ltd., whish
49.67% owned by Hochtief Airport Gmbh., 10.33% bychtief Airport Capital Gmbh. and 40% by Caisse
de depot et placement du Quebec. The compositidneofonsortium was approved by APV Rt. in writing
prior to the submission of the bid.

3) The consortium of Fraport AG (Germany) and HAH Ltizdi (United Kingdom)

The consortium bid through the special purposecletBA Partners Property Management Ltd., which is
51% owned by Fraport Airport Services Worldwide AGd 49% by HAH Limited (itself a 100% subsidiary
of Deutsche Bank AG). The composition of the cotisor was approved by APV Rt. in writing prior tceth
submission of the bid.

On the same day, and as required by the LabourARW Rt. and BA Rt. initiated a new round of conatitin
with the Workers’ Council and the representativedé& unions at BA Rt. with respect to the scoringhef
employee related sections of the bids and theisa@bn of the sections of the sale and purchaseeaent
containing undertakings with respects to employeiggits. This time only the Workers’ Council took the
offer for consultation. The discussions took pldbetween 1-7 December 2005 and again closed without



agreement being signed. In contrast with stangaadtice APV Rt. invited the employees’ represéviat to
participate in the work of the Evaluation Committeigh consultative rights subject to certain coiudis being
met. The employees’ representatives did not takehig offer, nevertheless the Chairman of the Wiwke
Council did express his opinion on the employeateel issues as a guest speaker at the Evaluatiomi@tee
meeting of 29 November 2005.

On 30 November 2005, following standard APV Rt.ctice the Evaluation Committee scored the non-firen
aspects of the bids and sealed the results in aglape in the presence of a notary public. Oniynthere the
financial offer envelopes opened, which had beetqd and sealed in a safe in a locked room updn the
submission, again in the presence of a notary pulbhe final scores for the employee related sectere
determined only after the consultation process @raaha in light of the opinion of the Workers’ Couraf the
relevant sections of the bids. The scores relatripe individual sub-sections were summed at aingef the
Evaluation Committee on 7 December 2005 which weld in the presence of a notary public. The Bodrd o
Directors decided on the final scores and the rankif the bidders in Board Resolution No. 594/2@85
December). Based on the report and recommendafidheoEvaluation Committee, the Board of Directors
deemed all three bids valid, pronounced the teadecessful, and ranked the bids as follows:

Applicant BAA HOCHTIEF Fraport AG
(International Airport GmbH consortium
Holdings) Ltd. consortium
Immediate 464.535 406.000 350.000
Transaction Value
(HUF bn)
Immediate 70.00 61.18 52.74

Transaction Value
scores (max. 70 %)

Total of other 23.50 20.72 19.25
professional scores

(max. 30 %)*

Total score 93.50 81.80 71.99

Ranking 1. 2. 3.

*Composition of other professional scores: Quabfystrategic plan and related development commitsen
(10%), Certainty, clarity and unconditionality ofdb (10 %), Undertakings related to the employe&s)(
Ongoing financial impacts to the Hungarian stafé)5

BAA (International Holdings) Ltd. placed first nanly on the basis of total score, but also wherwgi
separately on the basis of financial and profesdiscores.

The Board of Directors of APV Rt. also authorise@\As CEO to proceed with finalizing the transaction
documentation in close collaboration with the Tregdroperty Directorate, with the condition thia vinning
bidder be informed of the opinion the Workers’ Coilinf BA Rt expressed in the course of the corzigh
process and that APV’s CEO should make every effoniave these comments reflected in the finalivarsf
the contracts.

Following this, the Board of Directors of APV Rtspended its meeting, and with reference to Clausfe 2
Article 12 of the Privatisation Law asked its Cha@mn to demand the persons exercising the sharehotigts
to request a stand from the Government with regpe&PV’s decision regarding the evaluation of bigs and
the results of the tender.

As authorised by Government Resolution No. 22832@05 December), the Board of Directors of APV Rt
approved in Board Resolution No. 641/2005 (18 Démminthe draft contracts to be signed with the wign
bidder and authorized APV Rt's CEO to sign the doents. Much to APV Rt.’s delight, BAA (Internatidna



Holdings) Ltd. was willing to incorporate a numlzéradditional commitments regarding employees neguby
the Workers’ Council into the share purchase agesgm

2. The privatisation structure of Budapest Airport Rt.

The land and buildings of Budapest Ferihegy Intiéonal Airport continue to remain in the exclusiwanership
of the Hungarian State.

APV Rt. is selling a 75% -1 vote stake in Budap&isport Rt., the company operating the airport. diigh the
asset management agreement signed with Treasupg®rdirectorate, Budapest Airport Rt. has thétrignd
obligation to operate and develop the airport amt@nnational airport.

The existing asset management contract of Budakigsort Rt. will be amended, with the current inthite
term being replaced with a fixed 75 year term ideorto incentive Budapest Airport Rt. and its nemner to
carry out long term developments (airport infrastuoe investments having an extremely long retuniopl).

The long duration of the contract is in line wittiérnational practice, where generally either Hrellis sold or
long term ,lease contracts” (concession, asset ganant, lease etc) are concluded. Examples include:
a) Transactions (including ongoing transactions) imira the sale of land
— BAA (several airports in the United Kingdom, amastfers London Heathrow, Gatwick and Stansted)
— Fraport (Frankfurt Airport in Germany)
— Aeroports de Paris (Charles de Gaulle and Orlyoaisgn France)
— Amsterdam Schiphol (the Netherlands)
b) Transactions involving concession (asset managgragreements with fixed terms
— Rome (50 years)

— London Luton (35 years)

— Australian airports (Sydney, Perth, Brisbane, Malibe and further 14 airports; 50 years + an option

for an additional 49 years free of charge = 99 gear

— Mexico (50 years + an option for an additional 8@ng free of charge = 100 years)

India (30 years + an option for an additional 3@rgeree of charge = 60 years)

During the term of the asset management contraBuadfpest Airport Rt. all property investments (thinigs

and eventually any land purchased) will come under asset management contract, and as such will

automatically become the property of the HungaState.

In addition to the above, the modified asset mamege contract and the other transaction documentsiu the
expectations of the Hungarian State regarding tiadityy service to be provided and also the openasiandards
to be met by the Company.

Financial elements of the winning bid:



ltem Amount
(bn
HUF)
Components of the
Immediate
Transaction Proceed!:
Purchase price of shares 60.000
Fee relating to the amendment of the ass 389.535
management contract
Purchase price of movable assets 15.000
Total 464.535
Additional payment
obligations
Minimum amount of development 65.488
commitment (2006-2011)
Dividend advance to be paid to APV Rt. { 10.068
closing (to be funded by the bidder)
Repayment of outstanding debt guarante| 20.117
by the State (estimate)
Total 95.673
Other financial
obligations
Parent company guarantee for the 18.818
development commitment
Starting value of the put option* for the 20.000
Hungarian State’s remaining 25%-+1 vote
shareholding in BA Rt. (increases with
11.5% annually)
Total 38.818
Grand total 599.026

*The Hungarian State has a unilateral put optiotil @011, however an amendment of the Privatisatiohis

needed to exercise this option.

In addition to the above BA Rt. will pay an ongoiagset management fee equal to 0.5% of its anauahues
to the Hungarian State (to the Treasury Propertgd@rate) and as per the 20 June 2005 amendmém &fir
Traffic Act, a supervisory fee of HUF 25 per paggam(to the Civil Aviation Authority (capped at HFRL60m a
year) which increases from 2006 with the officigflation rate published by the Central Statistioffice. These

two items are expected to amount to around HUF@0 2006.




3. Regulation of the air traffic revenues of Budapst Airport Rt.

The air traffic charges collectible by Budapestpéit Rt. are to be regulated as a result of theafiriation. As
per the joint decree of the Minister of Economy dmdnsportation and the Minister of Finance pulgision 10
November 2005 (i.e. prior to the submission of Hieding bids) the air traffic revenues per passerafe
Budapest Airport Rt. must decrease by approximé&8hp in real terms between 2006 and 2011. Bey®id 2
any increase in the air traffic revenues per pagsecannot exceed the inflation rate.

Per passenger charges will decrease as a restifteoéfficiency gains expected from increased pagsen
volumes. Such efficiency gains will have to be skawith passengers and airlines. This regulatidh also
incentivise the airport operator to follow a mat@isparent pricing policy, to maintain dialoguehatte airlines
and to continue to improve service quality.

With the decrease in airport charges the regionabpetitiveness of Budapest as an airline destinatvdl
increase, and the cost of flying to the generalipwtill decrease .

All three bidders submitted their binding bid indwledge and acceptance of the decree.

4. Comprehensive agreement between Budapest AirpoRt. and Malév Rt.

One of the most significant achievements associaféd the privatisation of BA Rt is that the oltidhnon-

commercial terms between the airport operator &ednitional airline have been replaced with mabested

terms which stand up to all competition tests.

Based on the term sheet signed on October 1 2085falowing the necessary preparations and assets

valuations, the CEOs of Malév Rt. and BA Rt. sigaembntractual package with the following key elatae

+ Malév sold its 100% subsidiary Reptéri Uzemanyag Kiszolgal6 Kft. (RUK Kft.) to BA Ror a

consideration equal to the fair market value of HUB2 bn of the business. The fair market value was
determined by an independent appraisal company atetigointly by Malév and BA Rt.

« The accumulated debts of Malév Rt. to BA Rt. waattled by offsetting these from the purchase price
paid for RUK Kft.

« A comprehensive property lease agreement was adedlbetween Malév and BA Rt. with conditions
similar to those between BA Rt and other airpantitgs.

e The two companies agreed on the conditions of Mal§vound handling activities at the airport
(check-in desk rental, access fees for ground hagdctivities, etc.).

< Malév Rt. and BA Rt. agreed to terminate Malév'slegive use of Terminal 2A and on the process
whereby BA Rt will gradually take over the allocatiof Terminal 2A capacity.



