
 

 

INFORMATION MEMORANDUM DATED 27 JULY 2011 

 
NITROGÉNMŰVEK ZRT 

(incorporated in the Republic of Hungary with limited liability) 
€50,000,000 

11.50 per cent. Notes due 29 January 2013 

 Issue Price 99.332 per cent.  

 

The €50,000,000 11.50 per cent. Notes due 29 January 2013 (the “Notes”) will be issued by Nitrogénművek Zrt. (the “Issuer” or the “Company”).  Interest on the Notes 
is payable semi-annually in arrear on 29 January and 29 July in each year. Payments on the Notes will be made without deduction for or on account of taxes in Hungary.  
Interest will accrue from and including 29 July 2011 to but excluding the date fixed for redemption and will be at the rate of 11.50 per cent. per annum. If, by 29 January 
2012, (a) the Notes have not been assigned a rating by a Rating Agency (as defined in “Terms and Conditions of the Notes – Definitions”), interest will accrue from and 
including 29 January 2012 at 14.50 per cent. per annum or, (b) the Notes have been assigned a rating of less than B- (or its equivalent) by a Rating Agency, interest will 
accrue from and including 29 January 2012 at 13.50 per cent. per annum. 

The Notes mature on 29 January 2013. The Notes are subject to redemption in whole, at their principal amount, together with accrued interest, at the option of the Issuer 

at any time in the event of certain changes affecting taxes in Hungary. See “Terms and Conditions of the Notes — Redemption and Purchase”. Following a Change of 
Control, a Noteholder will have the right to require the Issuer to redeem the Notes held by such Noteholder at 101 per cent. of their aggregate principal amount, together 
with accrued interest. See “Terms and Conditions of the Notes – Redemption and Purchase”. The Issuer may redeem the Notes in whole, but not in part, after 29 July 
2012 at a redemption price equal to the principal amount of the Notes plus an applicable margin plus accrued interest up to the date for such redemption. See “Terms and 
Conditions of the Notes – Redemption and Purchase”. 

The Notes will constitute direct, unsecured and unsubordinated obligations of the Issuer. See “Terms and Conditions of the Notes — Status”. 

The denomination of the Notes shall be €200,000 and integral multiples of €1,000 in excess thereof, up to and including €399,000. Application has been made to the 
Luxembourg Stock Exchange for the approval of this document for the purposes of Part IV of the Luxembourg Law dated 10 July 2005 on Prospectuses for Securities 
(the “Luxembourg Law”). Application has also been made to the Luxembourg Stock Exchange for the Notes to be admitted to the official list of the Luxembourg Stock 
Exchange (the “Official List”) and to be admitted to trading on the Luxembourg Stock Exchange’s Euro MTF market (the “Euro MTF”). References in this Information 
Memorandum to the Notes being “listed” (and all related references) shall mean that the Notes have been admitted to the Official List and admitted to trading on the 
Euro MTF. The Euro MTF is not a regulated market for the purposes of the Markets in Financial Instruments Directive (2009/39/EC). This Information Memorandum 
constitutes a prospectus for the purposes of the Luxembourg Law dated 10 July 2005 on Prospectuses for Securities. 

The Notes will initially be represented by a Global Note, without interest coupons, which will be deposited with a common depositary on behalf of Euroclear Bank 
S.A./N.V. (“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg”) on or about 29 July 2011. The Global Note will be exchangeable 
for definitive Notes in bearer form in the denomination of €200,000 and integral multiples of €1,000 in excess thereof not less than 60 days following the request of the 
Issuer or the holder in the limited circumstances set out in it.. No definitive Notes will be issued with a denomination above €399,000. See “Summary of Provisions 
relating to the Notes while in Global Form”. 

AN INVESTMENT IN THE NOTES INVOLVES A HIGH DEGREE OF RISK. Prospective investors should have regard to the factors described under the 
section headed “Risk Factors” in this Information Memorandum. 

 

Lead Manager 

BNP PARIBAS 
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The Issuer takes responsibility for the information contained in this Information Memorandum and, having 
made all reasonable enquiries, confirms that (i) this Information Memorandum contains all information with 
respect to the Issuer and its subsidiaries and affiliates taken as a whole (the “Group”) and the Notes which is 
material in the context of the issue and offering of the Notes, (ii) the statements contained in this Information 
Memorandum relating to the Issuer, the Group and the Notes are in every material particular true and accurate 
and not misleading, (iii) the opinions and intentions expressed in this Information Memorandum with regard 
to the Issuer, the Group and the Notes are honestly held, have been reached after considering all relevant 
circumstances and are based on reasonable assumptions, (iv) there are no other facts in relation to the Issuer, 
the Group and the Notes the omission of which would, in the context of the issue and offering of the Notes, 
make any statement in this Information Memorandum misleading in any material respect and (v) all 
reasonable enquiries have been made by the Issuer to ascertain such facts and to verify the accuracy of all 
such information and statements. 

This Information Memorandum does not constitute an offer of, or an invitation by or on behalf of BNP 
Paribas, the Issuer or the Trustee to subscribe or purchase, any of the Notes. The distribution of this 
Information Memorandum and the offering of the Notes in certain jurisdictions may be restricted by law. 
Persons into whose possession this Information Memorandum comes are required by the Issuer and BNP 
Paribas to inform themselves about and to observe any such restrictions. 

This Information Memorandum may only be used for the purposes for which it has been published. 

For a description of further restrictions on offers and sales of Notes and distribution of this Information 
Memorandum, see “Subscription and Sale”. 

No person is authorised to give any information or to make any representation not contained in this 
Information Memorandum and any information or representation not so contained must not be relied upon as 
having been authorised by or on behalf of the Issuer, BNP Paribas or the Trustee. Neither the delivery of this 
Information Memorandum nor any sale made in connection herewith shall, under any circumstances, create 
any implication that there has been no change in the affairs of the Issuer since the date hereof or the date upon 
which this Information Memorandum has been most recently amended or supplemented, or that there has 
been no adverse change in the financial position of the Issuer since the date hereof or the date upon which this 
Information Memorandum has been most recently amended or supplemented, or that the information 
contained in it or any other information supplied in connection with the Notes is correct as of any time 
subsequent to the date on which it is supplied or, if different, the date indicated in the document containing 
the same. 

Neither BNP Paribas nor the Trustee has separately verified the information contained in this Information 
Memorandum. To the fullest extent permitted by law, BNP Paribas and the Trustee accept no responsibility 
whatsoever for the contents of this Information Memorandum or for any other statement, made or purported to be 
made by either of them or on their behalf in connection with the Issuer or the issue and offering of the Notes. BNP 
Paribas and the Trustee accordingly disclaim all and any liability whether arising in tort or contract or otherwise 
(save as referred to above) which it might otherwise have in respect of this Information Memorandum or any such 
statement. Neither this Information Memorandum nor any other information supplied in connection with the 
Notes is intended to provide the basis of any credit or other evaluation and should not be considered as a 
recommendation by the Issuer, BNP Paribas or the Trustee that any recipient of this Information 
Memorandum or any other such information should purchase the Notes. Each potential purchaser of Notes 
should determine for itself the relevance of the information contained in this Information Memorandum and 
its purchase of Notes should be based upon such investigation as it deems necessary. Neither BNP Paribas nor 
the Trustee undertakes to review the financial condition or affairs of the Issuer during the life of the 
arrangements contemplated by this Information Memorandum nor to advise any investor or potential investor 
in the Notes of any information coming to its attention. 
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The Notes have not been and will not be registered under the U.S. Securities Act of 1933 (the “Securities 
Act”) and are subject to United States tax law requirements. Subject to certain exceptions, Notes may not be 
offered, sold or delivered within the United States.  

Unless otherwise specified or the context requires, references to “euros”, “Euros”, “EUR” and “€” are to the 
currency introduced at the start of the third stage of the European Economic and Monetary Union pursuant to 
the Treaty establishing the European Community, as amended by the Treaty on European Union (as amended 
from time to time), references to “dollars” and “U.S.$” are to United States dollars and references to “forint” 
and “HUF” are to Hungarian forint. Unless otherwise specified, where financial information in relation to the 
Issuer has been translated into Euros, it has been so translated, for convenience only, at the rate of HUF 280 
equals €1. Such translation should not be construed as a representation that the amounts in question have 
been, could have been or could be converted into Euros at that or any other rate.  

The table below sets forth, for the periods and dates indicated, certain information regarding the exchange rate 
between HUF and the Euro. This information is based on the exchange rate published by National Bank of 
Hungary.  

Fluctuations in the exchange rate between HUF and the Euro in the past are not necessarily indicative of 
fluctuations that may occur in the future. These rates may also differ from the actual rates used in the 
preparation of the Financial Statements and other information presented in this Information Memorandum. 

  HUF per EUR 

Year ended 31 December 
 

Period
average 

 
Period 

end 

2008.........................................................................................   251.25  264.78 

2009.........................................................................................   280.58  270.84 

2010.........................................................................................   275.41  278.75 

     

Month ended     

31 January 2011........................................................   275.45  273.30 

28 February 2011......................................................   271.18  272.34 

31 March 2011..........................................................   270.72  265.78 

30 April 2011............................................................   265.36  264.14 

31 May 2011.............................................................   266.78  266.78 

30 June 2011.............................................................   266.66  265.61 

 

The buying rate of the National Bank of Hungary of one EUR was HUF 269.40 on 25 July 2011. 
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FORWARD-LOOKING STATEMENTS 

Certain statements included herein may constitute forward-looking statements that involve a number of risks 
and uncertainties. Certain such forward-looking statements can be identified by the use of forward-looking 
terminology such as “estimates”, “believes”, “expects”, “may”, “are expected to”, “intends”, “will”, “will 
continue”, “should”, “would be”, “seeks”, “approximately” or “anticipates”, or similar expressions or the 
negative thereof or other variations thereof or comparable terminology discussions of strategy, plans or 
intentions. Such forward-looking statements are necessarily dependent on assumptions, data or methods that 
may be incorrect or imprecise and that may be incapable of being realised. Such forward-looking statements 
include, but are not limited to, the Issuer’s objective to maintain or increase its profitability and to remain 
dominant in the Hungarian fertiliser market, the impact of the anticipated improvements in operational 
efficiency and statements regarding planned capital expenditures. Factors that might affect such forward-
looking statements include, among other things, overall economic and business conditions in Hungary and its 
neighbouring countries; the demand for the Issuer’s products; competitive factors in the industries in which 
the Issuer competes; adverse weather conditions; changes in government regulation; changes in tax 
requirements (including tax rate changes, new tax laws and revised tax law interpretations); results of 
litigation or arbitration; changes in the price and availability of natural gas, electricity and other raw 
materials; interest rate fluctuations and other market conditions, including foreign currency rate fluctuations;  
fluctuations in the price of oil or natural gas; economic and political conditions in international markets, 
including governmental changes and restrictions on the ability to transfer capital across borders and the 
timing, impact and other uncertainties of future actions. See “Risk Factors” for a discussion of certain 
important factors that could cause actual results to differ materially from these forward-looking statements. 

The Issuer is not obliged to, and does not intend to, update or revise any forward-looking statements made in 
this Information Memorandum, whether as a result of new information, future events or otherwise. All 
subsequent written or oral forward-looking statements attributable to the Issuer, or persons acting on the 
Issuer’s behalf, are expressly qualified in their entirety by the cautionary statements contained throughout this 
Information Memorandum. As a result of these risks, uncertainties and assumptions, a prospective purchaser 
of the Notes should not place undue reliance on these forward-looking statements. 
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Overview 

This overview must be read as an introduction to this Information Memorandum and any decision to invest in 
the Notes should be based on a consideration of the Information Memorandum as a whole, including the full 
terms and conditions. This overview does not purport to be complete and is taken from, and is qualified in its 
entirety by, the remainder of this Information Memorandum. 

Words and expressions defined in the “Terms and Conditions of the Notes” or elsewhere in this Information 
Memorandum have the same meanings in this summary. 

The Issuer Nitrogénművek Zrt. 

Trustee BNP Paribas Trust Corporation UK Limited 

Principal Paying Agent BNP Paribas Securities Services, Luxembourg Branch 

Additional Paying Agent BNP Paribas Securities Services, London Branch 

The Notes €50,000,000 11.50 per cent. Notes due 29 January 2013. 

Issue Price 99.332 per cent. of the principal amount of the Notes. 

Issue Date 29 July 2011 

Interest and Step-up Subject as provided below, the Notes will bear interest from and 
including the Issue Date at a rate of 11.50 per cent. per annum, 
payable semi-annually in arrear on 29 January and 29 July in 
each year. 

 If, by 29 January 2012, the Notes: 
(a) have not been assigned a rating by a Rating Agency 

(as defined in Condition 18), the interest rate will be 
14.50 per cent. per annum; or 

(b) have been assigned a rating by a Rating Agency of 
less than B- (or its equivalent), the interest rate will 
be 13.50 per cent. per annum; or 

(c) have been assigned a rating by a Rating Agency of 
at least B- (or its equivalent), the interest rate will 
remain at 11.50 per cent. per annum, 

in each case, from and including 29 January 2012. 

Status of the Notes  The Notes are direct, unsecured and unconditional obligations of 
the Issuer.  

Form and Denomination The Notes will be in bearer form in the denomination of 
€200,000 and integral multiples of €1,000 in excess thereof, up 
to and including €399,000. 

 See “Summary of Provisions relating to the Notes in Global 
Form”. 

Events of Default The events of default under the Notes are as specified in 
Condition 8.  

Redemption at the option of the Issuer The Issuer may redeem the Notes in whole, but not in part, at 
any time on or after 29 July 2012 at a redemption price equal to 



 

7 

the principal amount of such Notes plus a margin based on the 
prevailing Rate of Interest (as described in Condition 5(c)) up to 
the date for such redemption. 

 In addition, the Notes may be redeemed at the option of the 
Issuer in whole, but not in part, at any time in the event of 
certain changes affecting taxes as more fully described in 
Condition 5(b). 

Change of Control Upon the occurrence of a Change of Control (as defined in 
Condition 18 and pursuant to Condition 5(d)), each Noteholder 
shall have the option to require the Issuer to redeem its Notes at 
101 per cent. of their principal amount, plus accrued and unpaid 
interest up to the date for such redemption. 

Negative Pledge The Notes will have the benefit of a negative pledge as described 
in Condition 3(a). 

Financial Covenant The Issuer shall ensure that the ratio of Consolidated Net 
Indebtedness to Consolidated EBITDA for each Relevant Period 
will not be more than 3.00 to 1.00.   

Restricted Payments Subject to certain exceptions, the Issuer and its Subsidiaries will 
be subject to limitations on the making of distributions and 
similar payments, as described in Condition 3(d). 

Limitation on Sales of Assets Subject to certain exceptions, the Issuer and its Subsidiaries will 
be subject to limitations on the sale of assets, as described in 
Condition 3(e). 

Taxation and gross-up The payment of interest and other amounts in respect of the 
Notes will be made free of withholding taxes in Hungary, unless 
such taxes are required by law to be withheld.  In such case, the 
Issuer will pay additional amounts as may be necessary in order 
that the net amounts receivable by the holder, after such 
deduction or withholding, shall equal the respective amounts 
which would have been receivable by such holder in the absence 
of such deduction or withholding except that no such additional 
amounts shall be payable in certain circumstances. 

 See Condition 7 and “Taxation”. 

Governing law The Notes, and any non-contractual obligations arising out of or 
in connection with them, will be governed by and shall by 
construed in accordance with English law. 

 The courts of England will have jurisdiction to settle any 
disputes which may arise out of or in connection with the Notes. 

Listing and Trading Application has been made to list the Notes on the Luxembourg 
Stock Exchange’s Official List and to admit such Notes to 
trading on the Euro MTF. 

Clearing The Notes have been accepted for clearance through Euroclear 
and Clearstream, Luxembourg. The Notes have the following 
International Securities Identification Number (“ISIN”) and 
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Common Code: 

 ISIN: XS0653648161 

 Common Code: 065364816 

Selling Restrictions See “Subscription and Sale”. 

Risk Factors Investing in the Notes involves risks. See “Risk Factors”. 
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Risk Factors 

The Issuer believes that the following factors may affect its ability to fulfil its obligations under the Notes. All 
of these factors are contingencies which may or may not occur and the Issuer is not in a position to express a 
view on the likelihood of any such contingency occurring. 

Factors which the Issuer believes may be material for the purpose of assessing the market risks associated 
with the Notes are also described below. 

The Issuer believes that the factors described below represent the principal risks inherent in investing in the 
Notes, but the Issuer may be unable to pay interest, principal or other amounts on or in connection with the 
Notes for other reasons, and the Issuer does not represent that the statements below regarding the risks of 
holding the Notes are exhaustive. Prospective investors should also read the detailed information set out 
elsewhere in this Information Memorandum and reach their own conclusions prior to making any investment 
decision. 

Factors that may affect the Issuer’s ability to fulfil its obligations under or in connection with 
the Notes. 

The Company has high exposure to natural gas market volatility 
The Company’s industry is dependent on natural gas, which is subject to a high level of price volatility. 
Natural gas is the principal raw material used to produce nitrogen-based fertilisers. The Company uses natural 
gas both as a chemical feedstock and as a fuel to produce ammonia, urea, CAN, AN and other nitrogen 
products. The Company’s expenditures on natural gas comprised approximately 51 per cent. of the total cost 
of their nitrogen-based fertiliser sales in 2010.  

Because the Company’s nitrogen-based fertiliser manufacturing facilities are located in Hungary, the price of 
natural gas in Central Europe directly impacts a substantial portion of the Company operating expenses. The 
price of natural gas is highly volatile. During 2010, the median daily price at the Central European Gas Hub 
(“CEGH”), the most heavily-traded natural gas pricing basis in Central Europe, exceeded €18.9 per MWh, 
reached a low of €11.624 per MWh on 23 March 2010 and escalated to a high of €25.046 per MWh on  
20 December 2010. The June contract for the CEGH priced at €23.757 per MWh on 9 May 2011. The market 
price of natural gas in Europe is also generally higher than the price of natural gas in certain other major 
fertiliser-producing regions, including the Middle East. Recent declines in the price of natural gas have been 
driven, in part, by the economic slowdown in the region and globally increasing sources. Any significant 
change in economic activity in the region could cause the price of natural gas to rise significantly. Given the 
volatility of pricing and the Company’s dependence on European natural gas, the price that the Company pays 
for natural gas in the future may be higher than prices paid by producers in certain other fertiliser-producing 
regions of the world, which could make it more difficult for the Company to compete against these producers 
and any such event or circumstance could have an adverse effect on the Company’s financial condition and 
results of operations.  

The Company may not be able to pass along higher operating costs to its customers in the form of higher 
product prices. A significant increase in the price of natural gas (which can be driven by, among other things, 
supply disruptions, governmental or regulatory actions, cold weather and oil price spikes) that is not hedged 
or recovered through an increase in the price of related nitrogen products could result in reduced profit 
margins and lower product production and any such event or circumstance could have an adverse effect on the 
Company’s financial condition and results of operations.  
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There is no certainty in demand for the Company’s products 
The Company’s business is cyclical, resulting in periods of industry oversupply during which the Company’s 
results of operations tend to be negatively impacted. Historically, selling prices for the Company’s products 
have fluctuated in response to periodic changes in supply and demand conditions. Demand is affected by 
population growth, changes in dietary habits, non-food usage of crops, such as the production of ethanol and 
other biofuels, and planted acreage and application rates, among other things. Supply is affected by available 
capacity and operating rates, raw material costs and availability, government policies and global trade.  
Periods of high demand, high capacity utilisation and increasing operating margins tend to result in new plant 
investment and increased production, causing supply to exceed demand and prices and capacity utilisation to 
decline. In particular, new production capacity is expected to increase in low-cost regions, although there is 
no certainty that such products would viably compete in the Company’s markets. Future growth in demand 
for fertiliser may not be sufficient to alleviate any existing or future conditions of excess industry capacity.  
During periods of industry oversupply, the Company’s results of operations tend to be affected negatively as 
the price at which they sell the products typically declines, resulting in reduced profit margins, write-downs in 
the value of the inventory, lower production of key products and/or plant closures. Periods of oversupply 
could adversely effect the Company’s financial condition and results of operations. 

The Company competes with a number of foreign nitrogen-based fertiliser producers, including state-
owned and/or government-subsidised entities 
The Company’s products are global commodities and the Company faces intense global competition from 
other fertiliser producers and is subject to intense price competition from foreign competitors. Fertilisers are 
global commodities, with little or no product differentiation, and customers make their purchasing decisions 
principally on the basis of delivered price and to a lesser extent on customer service and product quality. The 
Company competes with a number of foreign producers, including state-owned and government-subsidised 
entities. Consolidation in the fertiliser industry has increased the resources of several of their competitors, and 
the Company expects consolidation among fertiliser producers to continue. In light of this industry 
consolidation, the Company’s competitive position could suffer to the extent that they are not able to expand 
their own resources either through investments in new or existing operations or through acquisitions, joint 
ventures or partnerships. Any increase in capacity could adversely affect the balance between supply and 
demand and may put downward pressure on global and regional fertiliser prices, which could adversely affect 
the Company’s results of operations and financial condition. 

Adverse we ather condi tions may decr ease demand f or fertilis er pr oducts and i ncrease the c ost of  
natural gas  
Weather conditions that delay or intermittently disrupt field work during the planting and growing seasons 
may cause agricultural customers to reduce their consumption of nitrogen-based fertilisers. Adverse weather 
conditions following harvest may delay or eliminate opportunities to apply fertiliser in the autumn. Weather 
can also have an adverse effect on crop yields, which lowers the income of growers and could impair their 
ability to purchase fertiliser from the Company or their agents. Weather conditions or, in certain cases, 
weather forecasts, can also dramatically affect the price of natural gas, the Company’s principal raw material 
used to make nitrogen-based fertilisers. Colder than normal winters and warmer than normal summers 
increase the natural gas demand for residential use which increases the market price for natural gas. Adverse 
weather conditions could therefore adversely effect on the Company’s financial condition and results of 
operations. 

Demand for the Company’s products is seasonal 
The Company’s inability to predict future seasonal fertiliser demand accurately could result in excess 
inventory, potentially at costs in excess of market value or product shortages. The fertiliser business is 



 

11 

seasonal. The strongest demand for the Company’s products occurs during the spring planting season, with a 
second period of strong demand following the autumn harvest. The Company and their customers generally 
build inventories during the low demand periods of the year in order to ensure timely product availability 
during the peak sales seasons. Seasonality is greatest for ammonia due to the short application season and the 
limited ability of the sales agents and their customers to store significant quantities of this product. The 
seasonality of fertiliser demand results in sales volumes and net sales being the highest during the spring and 
working capital requirements being the highest just prior to the start of the spring season. The Company’s 
inability to predict future seasonal fertiliser demand accurately could result in excess inventory, potentially at 
costs in excess of market value or product shortages. The Company’s quarterly financial results can vary 
significantly from one year to the next due to shifts in planting schedules and purchasing patterns. Such 
seasonal fluctuations could have an adverse effect on the Company’s financial condition and results of 
operations, and on its ability to comply with its obligations under the Notes. 

Seasonal demand and fluc tuations in ra w mater ial costs c an mak e it d ifficult for  the C ompany to  
effectively manage its inventory 
If seasonal demand is less than the Company expects, it will be left with excess inventory that will have to be 
stored (in which case their results of operations will be negatively impacted by any related storage costs) 
and/or liquidated (in which case the selling price may be below the Company’s production, procurement and 
storage costs). The risks associated with excess inventory and product shortages are particularly acute with 
respect to the Company’s nitrogen-based fertiliser business because of the highly volatile cost of natural gas 
and nitrogen-based fertiliser prices and the relatively brief periods during which farmers can apply nitrogen-
based fertilisers. Any such event or circumstance could have an adverse effect on the Company’s financial 
condition and results of operations. 

The Company is subject to potentially onerous environmental and health and safety laws  
The Company is subject to numerous environmental and health and safety laws and regulations, including 
laws and regulations relating to land reclamation; the generation, treatment, storage, disposal and handling of 
hazardous substances and wastes; and the clean-up of hazardous substance releases, as well as potential 
environmental liabilities which may require it to make substantial expenditures. There can be no certainty as 
to how much the cost of compliance with laws and regulations will be in the future. The impact of such laws 
and regulations, and any costs associated with them, could have an adverse effect on the Company’s financial 
conditions and results of operations.  

Capital Investment Programme 
The Company is currently implementing an extensive programme to modernise its existing production 
facilities, which will require significant capital expenditures (see “Description of Issuer – Investment 
Strategy”). The capital investment programme is subject to a variety of potential problems and uncertainties, 
including changes in economic conditions, delays in completion, cost overruns and defects in design or 
construction. There can be no assurance that the modernisation of and planned improvements in the 
Company’s facilities will be completed as originally planned or on schedule or that the expected 
improvements in production, efficiency or volume will be fully realised. 

The current investment programme requires substantial capital expenditure. The Company hopes to spend 
approximately €30 million to €50 million to complete the proposed investment programme by the end of 
2014. If adequate funds are not available or are not available on acceptable terms, the Company may be 
adversely affected and, in particular, may not be able to pursue its strategy of investing in its production 
facilities or respond to competitive pressures. This could have a negative impact on the Company’s financial 
condition and results of operation. 
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Reliance on Key Senior Managers 
The Company is dependent on its senior management for the implementation of its strategy and the 
management of its day-to-day operations. If the Company is unable to retain key members of its senior 
management and cannot hire new qualified personnel in a timely manner, its business, results of operations 
and financial condition may be adversely affected as may its ability to satisfy its obligations under the Notes. 

Publicly available information about the Company may be limited 
The Company’s shares are not listed on any exchange. The Company is also unrated and it is not required to 
undertake the financial reporting or ongoing disclosure obligations which investors may be used to seeing 
undertaken by other companies in which they invest. A lack of readily available public information may make 
it more difficult for an investor to assess the performance and current prospects of the Company at any time. 
If investors experience a delay in important information coming to their intention or if information is not 
accurately or fully brought to their attention, then it may make it more difficult for them to make informed 
investment decisions with respect to the Notes.  

Interests of persons with beneficial interests in shares in the Company may differ from the interests of 
Noteholders 
All shares of the Company are ultimately owned by two family members.  As a result of their interest in the 
Company, the Shareholders have the ability to significantly influence the Issuer’s business through certain 
actions that require shareholders’ approval, including increase or decrease of the Issuer’s share capital, 
appointment of directors, declaration of dividends, appointment of management and other policy decisions.  
The interests of the Shareholders may be different from those of the Noteholders which may cause the Issuer 
to take actions that are not in the best interests of the Noteholders.  

Volatility of Financial Results 
The Issuer’s results of operations are substantially affected by variations in the realised sale prices of its 
products and the costs associated with its production. These elements are affected by many factors, including, 
among others, the price and availability of raw materials (particularly natural gas), the demand for and prices 
of the Issuer’s products, the efficiency of operations at its facilities, the timing and pricing of orders, industry 
competition and excess industry capacity. There can be no assurance that these elements, or others that may 
affect product prices or production costs, will not be adverse to the Issuer’s interests. Fluctuations in the 
realised sale prices of the Issuer’s products or the costs associated with its production could have a material 
adverse effect on the Issuer’s operating results or financial condition. Sharp fluctuations in such prices and 
costs could have an adverse impact on the Issuer’s financial condition and results of operation. 

Raw Materials and Energy 
The continuous supply of raw materials (most notably natural gas) and energy (electricity) is fundamental to 
nitrogen-based fertiliser production. The price and availability of raw materials and energy are subject to 
market conditions which can be negatively affected by a number of factors beyond the Company’s control, 
including, but not limited to, interruptions in production by suppliers, suppliers’ allocation of materials or 
energy to other purchasers, industry trends, transport costs, weather and natural disasters. Although the 
Company seeks to secure adequate supplies of raw materials at competitive rates, there can be no assurance 
that it will be able to secure such supplies on favourable commercial terms, or at all. Hungary is heavily 
dependent on natural gas supplies which originate in Russia and, therefore, any major changes in European 
relations with Russia, or in relations between specific Eastern European countries and Russia, could also 
make it difficult for the Company to secure supplies of natural gas on favourable commercial terms. Any 
interruption in the supply of raw materials or energy, or any substantial increases in their costs, could 
adversely affect the Issuer’s ability to produce and sell products which could have an adverse impact on the 
Issuer’s financial condition and results of operation.  
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If any interruption in electricity supply or natural gas supply were to occur, the Company’s production 
facilities would shut down, after which a time period may be required to recommence the production 
processes. Interruptions or failures in electricity supply could have a material adverse effect on the 
Company’s business, financial condition and results of operations. 

The Company is exposed to concentration risk 
The Company sells its products directly to clients and to third parties, integrators, who buy agricultural 
product from manufacturers and provide financing and such products to end-users. The Company's largest 
sole client is an integrator, KITE Zrt, who in the year ended 31 December 2010 accounted for approximately 
25 per cent. of the Company's domestic sales. Although the Company believes its risks toward KITE Zrt are 
mitigated by the fact that the Company is the only fertiliser manufacturer that can supply KITE Zrt with the 
amount and type of product it requires, the Company's financial performance is dependant upon its major 
clients and KITE Zrt in particular. If any major clients of the Company were to use other suppliers or to 
experience financial difficulties, it would have an adverse effect on the Company's financial condition and 
results of operations. 

The Com pany’s op erations ar e d ependant on it  b eing able to secur e an d maint ain the necessary 
permits and approvals 
The Company’s operations are dependent on numerous required permits, approvals and financial assurance 
requirements from governmental authorities. The Company holds numerous environmental and other 
governmental permits and approvals authorising operations at each of its facilities. Expansion of the 
Company’s operations is also predicated upon securing the necessary environmental or other permits or 
approvals. A decision by a government agency to deny or delay issuing a new or renewed material permit or 
approval, or to revoke or substantially modify an existing permit or approval, could have a material adverse 
effect on the Company’s ability to continue operations at the affected facility and on the Company’s business, 
financial condition and results of operations. 

Operating Risks, Hazards and Disruptions 
The Company’s operations are subject to numerous operating risks, including technical failures, fires and 
accidents at its operating locations and facilities. These risks and hazards could result in damage to, or the 
destruction of, the Company’s properties or production facilities and may reduce or stop production at such 
properties or facilities. These risks and hazards may also result in personal injury or death, environmental 
damage and possible legal liability. Disruptions in operations resulting from such risks or hazards could cause 
actual production to differ from the Company’s production estimates. The effects of these risks, hazards and 
potential disruptions could adversely affect the Company’s ability to produce and sell products, which could 
have a material adverse effect on the Company’s ability to meet its obligations under the Notes. 

Litigation and State Aid Reimbursement 
The Company is subject to risks relating to legal and regulatory proceedings. Furthermore, the European 
Commission has concluded that part of the state support granted in 2009 to the Company infringed EU state 
aid rules, and the Hungarian state has been therefore obliged to recover some of the financial benefit which it 
afforded to the Company. Although the Company does not expect the litigation and regulatory proceedings to 
which it is currently a party to have a material adverse effect on its financial condition and results of 
operations, the Company cannot guarantee the ultimate outcome of such legal proceedings or regulatory 
proceedings. Furthermore, the Company or its Subsidiaries may become involved in legal proceedings or 
regulatory proceedings in the future which may have a material adverse effect on results of operations or 
financial condition. For further information on the legal and regulatory proceedings currently facing the 
Company, see “Litigation – Shell”, “Litigation EMFESZ”, “Litigation – Ownership Dispute” and “Litigation 
– State Aid”. 
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Factors which are material for the purpose of assessing the market risks associated with the 
Notes 

The Notes may not be a suitable investment for all investors 
Each potential investor in any Notes must determine the suitability of that investment in light of its own 
circumstances. In particular, each potential investor should: 

• have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits 
and risks of investing in the Notes and the information contained in this Information Memorandum; 

• have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 
particular financial situation, an investment in the Notes and the impact such investment will have on 
its overall investment portfolio; 

• have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes; 

• understand thoroughly the terms of the Notes; and 

• be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 
economic, interest rate and other factors that may affect its investment and its ability to bear the 
applicable risks. 

A potential investor should not invest in the Notes, which are complex financial instruments, unless it has the 
expertise (either alone or with the help of a financial adviser) to evaluate how the Notes will perform under 
changing conditions, the resulting effects on the value of such Notes and the impact this investment will have 
on the potential investor’s overall investment portfolio. 

There is no public market for the Notes 
There is no existing market for the Notes and there can be no assurance regarding the development of any 
market for the Notes. Application has been made for admission to trading of the Notes on the Euro MTF 
market. However, an active trading market in the Notes may not develop or be maintained despite a listing. 
No assurance can be made as to the liquidity of any market that may develop for the Notes, the ability of the 
Noteholders to sell the Notes or the price at which Noteholders may be able to sell the Notes. The liquidity of 
any market for the Notes will depend on the number of Noteholders, prevailing interest rates, the market for 
similar securities and other factors, including general economic conditions and the Company’s financial 
condition, performance and prospects, as well as recommendations of securities analysts. Disruptions recently 
experienced in the global capital markets have led to reduced liquidity and increased credit risk premiums and 
have, therefore, resulted in a reduction in investment in securities globally. 

The market price of the Notes may be volatile 
The market price of the Notes could be subject to significant fluctuations in response to actual or anticipated 
variations in the Company’s operating results and those of the Company’s competitors, adverse business 
developments, changes to the regulatory environment in which the Company operates, changes in financial 
estimates by securities analysts and the actual or expected sale of a large number of Notes, as well as other 
factors, including the credit rating (if any) of the Company, and the trading market for notes issued by or on 
behalf of Hungary as a sovereign borrower. In addition, in recent years, the global financial markets have 
experienced significant price and volume fluctuations which, if repeated in the future, could adversely affect 
the market price of the Notes without regard to the Company’s operating results, financial condition or 
prospects or any credit rating of the Issuer. 
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The Notes may be redeemed prior to maturity 
In the event that a change in tax law causes the Company to be obliged to increase the amounts payable in 
respect of any Notes, due to any withholding or deduction for, or on account of, any present or future taxes, 
duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or 
assessed by or on behalf of Hungary or any political subdivision thereof or any authority therein or thereof 
having power to tax, the Company may redeem all outstanding Notes in accordance with the Conditions. See 
“Condition 5 – Redemption and Purchase”. 

The Comp any may n ot be ab le t o fina nce a r edemption at the option of the Notehol ders upon a 
Change of Control 
Should a Change of Control (as defined in Condition 18) occur, the Noteholders will have the right to require 
the Company to repurchase all or part of the Notes at 101 per cent. of their principal amount, plus accrued and 
unpaid interest. See “Condition 5 – Redemption and Purchase”. There can be no assurance made that the 
Company will be in a position to finance a redemption at the option of the Noteholders upon a Change of 
Control at all times throughout the term of the Notes. 

Financial turmoil in emerging markets could cause the price of the Notes to suffer 
The market price of the Notes may be influenced by economic and market conditions in Hungary and, to a 
varying degree, economic and market conditions in other eastern European and former Soviet Union countries 
and emerging markets generally. In the past, financial turmoil in emerging markets has adversely affected 
market prices in the world’s securities markets for companies that operate in these economies. Even if the 
Hungarian economy remains relatively stable, financial turmoil in these other countries could materially 
adversely affect the market price of the Notes. During and since the recent financial and economic crisis, 
many global securities markets have experienced extreme price and volume fluctuations. Continuation or 
intensification of financial or economic turmoil could materially adversely affect the market price of the 
Notes. 

Payments of interest within the jurisdiction of a European Union Member State are subject to the EU 
Savings Directive 
Under EC Council Directive 2003/48/EC (the “EU Savings Directive”) on the taxation of savings income, 
Member States are required to provide to the tax authorities of another Member State details of payments of 
interest (or similar income) paid by a person within its jurisdiction to or for an individual resident in that other 
Member State or to certain limited types of entities established in that other Member State. However, for a 
transitional period, Luxembourg and Austria are instead required (unless during that period they elect 
otherwise) to operate a withholding system in relation to such payments (the ending of such transitional 
period being dependent upon the conclusion of certain other agreements relating to information exchange 
with certain other countries) subject to a procedure whereby, on meeting certain conditions, the beneficial 
owner of the interest or other income may request that no tax be withheld. A number of non-EU countries and 
territories, including Switzerland, have adopted similar measures (a withholding system in the case of 
Switzerland). 

If a payment were to be made or collected through a Member State which has opted for a withholding system 
and an amount of, or in respect of, tax were to be withheld from that payment, neither the Issuer nor any 
Paying Agent nor any other person would be obliged to pay additional amounts with respect to any Note as a 
result of the imposition of such withholding tax. The Issuer is required to maintain a Paying Agent in a 
Member State that is not obliged to withhold or deduct tax pursuant to the EU Savings Directive. 

The European Commission has proposed certain amendments to the EU Savings Directive which may, if 
implemented, amend or broaden the scope of the requirements described above. 
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Integral multiples of less than the denomination amount 
The denomination of the Notes is €200,000 and integral multiples of €1,000 in excess thereof. Therefore, it is 
possible that the Notes may be traded in amounts in excess of €200,000 that are not integral multiples of 
€200,000. In such a case, a Noteholder who, as a result of trading such amounts, holds a principal amount of 
less than €200,000 will not receive a definitive Note in respect of such holding (should definitive Notes be 
printed) and would need to purchase a principal amount of Notes such that it holds an amount equal to one or 
more denominations. 
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Terms and Conditions of the Notes 

The following are the terms and conditions substantially in the form in which they will be endorsed on the 
Notes: 

The issue of the Notes was authorised by a resolution of the General Meeting of the Issuer passed on 17 May 
2011. The Notes are constituted by a Trust Deed (the “Trust Deed”) dated 29 July 2011 between the Issuer 
and BNP Paribas Trust Corporation UK Limited (the “Trustee” which expression shall include all persons for 
the time being the trustee or trustees under the Trust Deed) as trustee for the holders of the Notes (the 
“Noteholders”). These terms and conditions (the “Conditions”) include summaries of, and are subject to, the 
detailed provisions of the Trust Deed, which includes the form of the Notes and the coupons relating to them 
(the “Coupons”). Copies of the Trust Deed, and of the Agency Agreement (the “Agency Agreement”) dated 

29 July 2011 relating to the Notes between the Issuer, the Trustee, BNP Paribas Securities Services, 
Luxembourg Branch as initial principal paying agent and any other paying agents named in it, are available 
for inspection during usual business hours at the principal office of the Trustee (presently at 55 Moorgate, 
London EC2R 6PA, United Kingdom) and at the specified offices of the principal paying agent for the time 
being (the “Principal Paying Agent”). “Agents” means the Principal Paying Agent and any other paying 
agents appointed from time to time with respect to the Notes. The Noteholders and the holders of the Coupons 
(whether or not attached to the relevant Notes) (the “Couponholders”) are entitled to the benefit of, are 
bound by and are deemed to have notice of all the provisions of the Trust Deed and are deemed to have notice 
of those provisions applicable to them of the Agency Agreement. 

1 Form, Denomination and Title 

(a) Form and denomination: The Notes are serially numbered and in bearer form in the 
denomination of €200,000 and integral multiples of €1,000 in excess thereof up to and including 
€399,000, each with Coupons attached on issue. No definitive Notes will be issued with a 
denomination above €399,000. 

(b) Title: Title to the Notes and Coupons passes by delivery. The holder of any Note or Coupon will 
(except as otherwise required by law) be treated as its absolute owner for all purposes (whether or 
not it is overdue and regardless of any notice of ownership, trust or any interest in it, any writing 
on it, or its theft or loss) and no person will be liable for so treating the holder. 

2 Status 

The Notes and Coupons constitute (subject to Condition 3(a)) unsecured obligations of the Issuer and shall 
at all times rank pari passu and without any preference among themselves. The payment obligations of the 
Issuer under the Notes and the Coupons shall, save for such exceptions as may be provided by applicable 
legislation and subject to Condition 3(a) and (o), at all times rank at least equally with all its other present 
and future unsecured and unsubordinated obligations. 

3 Negative Pledge and Covenants 

So long as any amount remains outstanding (as defined in the Trust Deed) under the Notes or Coupons: 

(a) Negative Pledge:  

The Issuer shall not, and shall ensure that none of its Subsidiaries will, create, Incur, assume or 
suffer to exist any Liens, other than Permitted Liens, on any of its or their assets, now owned or 
hereafter acquired, or any income or profits therefrom, securing any Indebtedness, unless, at the 
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same time or prior thereto, the Notes and any Coupons are secured equally and rateably with 
such other Indebtedness or the Issuer grants such other security to the Noteholders as either (i) 
the Trustee shall in its absolute discretion deem not materially less beneficial to the interests of 
the Noteholders or (ii) as shall be approved by an Extraordinary Resolution (as defined in the 
Trust Deed) of the Noteholders. 

(b) Financial Covenant: 

The Issuer shall ensure that the ratio of (x) the Consolidated Net Indebtedness as at the last day of 
each Relevant Period to (y) Consolidated EBITDA for such Relevant Period will not be more than 
3.00 to 1.00.  Such amounts shall be computed, in the case of a Relevant Period ending on the last 
day of a financial year of the Issuer, from the Issuer’s consolidated financial statements as at, and 
in respect of the 12 months ending on, the last day of such Relevant Period and, in the case of a 
Relevant Period ending on the last day of the first half of the financial year of the Issuer, on a pro 
forma basis from the consolidated financial statements of the Issuer for the six months ending on 
the last day of such Relevant Period and the consolidated financial statements of the Issuer for the 
fiscal year ending during such Relevant Period; in each case after giving effect on a pro forma 
basis to: 

(i) the incurrence, repayment, repurchase or other discharge of any Indebtedness, in each 
case, during the Relevant Period and the receipt and application of the proceeds 
therefrom as well as the funds for such repurchase, repayment or other discharge as if 
any such transaction occurred on the date of determination with respect to paragraph (x) 
above and on the first date of the Relevant Period with respect to paragraph (y) above; 
and 

(ii) the exclusion of Consolidated EBITDA directly attributable to any Asset Sale or the 
inclusion of Consolidated EBITDA directly attributable to any Asset Acquisition 
(including, without limitation, any Asset Acquisition giving rise to the need to make 
such calculation as a result of the incurrence or assumption of Indebtedness) occurring 
during the Relevant Period as if any such transaction occurred on the first day of the 
Relevant Period; 

For purposes of this definition, any such pro forma Consolidated EBITDA in respect of an 
Asset Acquisition may only be so included if such pro forma Consolidated EBITDA shall have 
been derived from (i) financial statements of, or relating to or including, such acquired entity, 
that have been prepared in accordance with Accounting Standards or (ii) such other financial 
statements or financial reports of the acquired entity that the chief financial officer of the Group 
believes in good faith to present fairly the financial position and results of operations of the 
acquired entity so as to permit such a pro forma Consolidated EBITDA to be prepared on the 
basis of reasonable assumptions and estimates. If any Indebtedness bears a floating rate of 
interest and is being given pro forma effect, the interest on such Indebtedness shall be 
calculated as if the rate in effect on the date of determination had been the applicable rate for 
the entire period (taking into account any Interest Rate Agreement applicable to such 
Indebtedness if such Interest Rate Agreement has a remaining term in excess of 12 months). If 
any Indebtedness is incurred under a revolving credit facility and is being given pro forma 
effect, the interest on such Indebtedness shall be calculated based on the average daily balance 
of such Indebtedness for the two consecutive fiscal six-month periods subject to the pro forma 
calculation to the extent such Indebtedness was incurred solely for working capital purposes 

(c) Restricted Payments: 
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The Issuer shall not, and shall ensure that each of its Subsidiaries will not, directly or indirectly: 

(i) declare or pay any dividend, in cash or otherwise, or make any other distribution (whether 
by way or redemption, acquisition or otherwise) in respect of its share capital (other than 
a dividend or other distribution payable to the Issuer or a Subsidiary); or 

(ii) voluntarily purchase, redeem or otherwise retire for value any Capital Stock or 
subordinated debt (other than (i) Capital Stock or subordinated debt held by the Issuer or 
any Subsidiary and (ii) Capital Stock purchased by the Issuer from any Person other than 
an Affiliate for re-sale to an Affiliate within 90 days of the date of purchase at a price at 
least equal to the price which the Issuer paid for such Capital Stock), 

(any such action, a “Restricted Payment”) if (w) at such time there exists an Event of Default or 
any Potential Event of Default, or (x) if such Restricted Payment when aggregated with all other 
Restricted Payments previously made in respect of the relevant fiscal year exceeds 25 per cent. of 
the Group’s consolidated net profit (calculated in accordance with IFRS) for such fiscal year, or 
(z) if such Restricted Payment would cause or result in a breach of one or more of the covenants 
contained in this Condition 3. 

(d) Limitation on Sales of Assets: 

The Issuer shall not and shall ensure that no member of the Group shall, consummate any Asset 
Sale, unless (a) the value of the consideration received by the relevant member of the Group is at 
least equal to the Fair Market Value, (b) 75 per cent. of the consideration for each such Asset Sale 
is received in cash or Cash Equivalents and (c) an amount equal to such proceeds (less any costs 
incurred in  relation to such Asset Sale and any provision for taxes payable as a result of such 
Asset Sale and amounts to be provided as a reserve in respect of liabilities associated with such 
Asset Sale retained by members of the Group) (the “Disposal Proceeds”) is: 

(i) applied to repay permanently any indebtedness of the Group (other than Indebtedness of 
the Issuer subordinated to the Notes); or 

(ii) invested in assets of a nature or type that is used or usable in the ordinary course of a 
Permitted Business of the Group; and 

in each case, the Issuer or the member of the Group, as the case may be, shall apply or invest the 
Disposal Proceeds on or prior to the date falling 12 months after the date when such proceeds are 
received. 

An Asset Sale consummated by way of set-off in order to discharge any indebtedness of the Group 
(other than Indebtedness of the Issuer subordinated to the Notes), rather than the Issuer or member 
of the Group receiving proceeds in cash or Cash Equivalents pursuant to (ii) above, shall not be 
deemed to breach this Condition 3(e) provided that such Asset Sale is consummated on terms no 
less favourable to the Issuer than if it had received cash or Cash Equivalents pursuant to (ii) 
above. 

(e) Financial Information: 

(i) The Issuer shall deliver to the Trustee as soon as they become available, but in any event 
within 150 days after the end of its financial year, copies of its consolidated financial 
statements for such financial year, audited by the Auditors and prepared in accordance 
with IFRS consistently applied with the corresponding financial statements for the 
preceding period. 
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(ii) The Issuer shall as soon as the same become available, but in any event within 60 days 
after the end of each first half year of its financial years thereafter, deliver to the Trustee 
the Issuer’s consolidated financial statements for such period. 

(iii) The Issuer shall as soon as the same become available, but in any event within (i) 150 
days after the end of its financial year, or (ii) 60 days after the end of each first half year, 
as the case may be, hold a conference call in English, with any Noteholders who so wish, 
to explain the Issuer’s financial results for the latest financial period. 

(iv) The Issuer shall ensure that each set of consolidated financial statements delivered by it 
pursuant to this Condition 3(f) is: 

(x) prepared generally on the same basis as was used in the preparation of its Original 
Financial Statements (including with respect to presentation of prior periods) and 
in accordance with IFRS and consistently applied; 

(y) in the case of the statements provided pursuant to Condition 3(f)(i), accompanied 
by a report thereon of the Auditors referred to in Condition 3(f)(i) (including 
opinions of such Auditors with accompanying notes and annexes); and 

(z) in the case of the statements provided pursuant to Conditions 3(f)(i) and 3(f)(ii), 
certified by an Authorised Signatory of the Issuer that the information with respect 
to the Group included in the financial statements pursuant to Condition 3(f)(v) 
gives a true and fair view of the Group’s consolidated financial condition as at the 
end of the period to which those consolidated financial statements relate and of the 
results of the Group’s operations during such period. 

(v) The Issuer undertakes to furnish such information to the Luxembourg Stock Exchange or 
any stock exchange or stock exchanges or any relevant authority or authorities on which 
the Notes may, from time to time, be listed or admitted to trading (the “Stock Exchange”) 
(with a copy to the Trustee) as such Stock Exchange may require as necessary in 
connection with the listing or admission to trading on such Stock Exchange of the Notes. 

(vi) The semi-annual and annual financial information to be delivered pursuant to Conditions 
3(f)(i) and 3(f)(ii) will be prepared on the basis of accounting principles consistent with 
those that formed the basis of the Original Financial Statements in respect of the Group, 
in each case as at and for the periods covered by the relevant financial information, either 
on the face of the financial statements or in the footnotes thereto. 

(f) Maintenance of Authorisations: 

(i) The Issuer shall, and shall procure that its Subsidiaries shall, take all necessary action to 
obtain and do or cause to be done all things necessary, in the opinion of the Issuer or the 
relevant Subsidiary, to ensure the continuance of its corporate existence, its business 
and/or operations; and 

(ii) The Issuer shall, and shall procure that Subsidiaries shall, take all necessary action to 
obtain, and do or cause to be done all things necessary to ensure the continuance of, all 
consents, licences, approvals and authorisations, and make or cause to be made all 
registrations, recordings and filings, which may at any time be required to be obtained or 
made in any relevant jurisdiction for the execution, delivery or performance of the Notes 
and the Agreements or for the validity or enforceability thereof; 
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except where failure not to take such action does not and will not have a Material Adverse Effect. 

(g) Environmental Compliance: 

The Issuer will, and will ensure that its Subsidiaries do, comply with all Environmental Laws 
and obtain and maintain any Environmental Licences and take all reasonable steps in 
anticipation of known or expected future changes to or obligations under the same, except 
where failure to do so does not and will not have a Material Adverse Effect.   

(h) Maintenance of Property: 

The Issuer will, and will procure that its Subsidiaries will, cause all of the property used in the 
conduct of its or their business to be maintained and kept in good condition, repair and working 
order and supplied with all necessary equipment and shall cause to be made all necessary 
repairs, renewals, replacements, betterments and improvements thereof, all as, in the judgment 
of the Issuer or any of its Subsidiaries, may be reasonably necessary so that the business carried 
on in connection therewith may be properly conducted at all times, except where failure to do 
so does not and will not have a Material Adverse Effect. 

(i) Maintenance of Insurance: 

So long as any amount remains outstanding under the Notes or the Coupons, the Issuer and any 
Subsidiary shall maintain insurance on those of their properties which are of an insurable nature 
to the extent required under the laws of the relevant jurisdictions where such properties are 
located, except where failure to do so does not and will not have a Material Adverse Effect. 

(j) Payment of Taxes and Other Claims: 

The Issuer shall, and shall ensure that its Subsidiaries will, pay or discharge or cause to be paid 
or discharged before the same shall become overdue all taxes, assessments and governmental 
charges levied or imposed upon, or upon the income, profits or property of, the Issuer and its 
Subsidiaries provided that none of them shall be in breach of this Condition 3(k) if the Issuer or 
any Subsidiary has failed to pay or discharge or cause to be paid or discharged any tax, 
assessment, charge or claim if such amount, applicability or validity is being contested in good 
faith by appropriate proceedings and for which adequate reserves in accordance with IFRS or 
other appropriate provision has been made, or if a failure to pay or discharge or cause to be paid 
or discharged such amount would not have a Material Adverse Effect. 

(k) Officers’ Certificates: 

(i) The Issuer will at the same time as delivering its audited annual financial statements 
pursuant to Condition 3(f)(i), and in addition within 14 days of any request by the 
Trustee, deliver to the Trustee written notice in the form of an Officers’ Certificate stating 
whether any Potential Event of Default or Event of Default or Change of Control has 
occurred and, if it has occurred and shall be continuing, what action the Issuer is taking or 
proposes to take with respect thereto and that the Issuer has complied with its obligations 
under the Trust Deed and the Conditions upon which the Trustee shall be entitled to rely 
(without liability to any person). 

(ii) The Issuer will at the same time as delivering its audited annual financial statements 
pursuant to Condition 3(f)(i), and in addition within 14 days of a request from the Trustee, 
deliver to the Trustee an Officers’ Certificate specifying those companies which were, at a 
date no more than 20 days before the date of such Officers’ Certificate, Subsidiaries. 
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(iii) The Issuer will at the same time as delivering its financial statements pursuant to 
Conditions 3(f)(i) and 3(f)(ii) respectively, and in addition within 14 days of a request 
from the Trustee, deliver to the Trustee an Officers’ Certificate stating the ratio of 
Consolidated Net Indebtedness to Consolidated EBITDA for the Relevant Period ending 
on the balance sheet date of such financial statements and confirming compliance with 
Condition 3(b) upon which the Trustee shall be entitled to rely (without liability to any 
person). 

(l) Change of Business: 

The Issuer shall not, and shall ensure that no Subsidiary will, engage in any business other than 
a Permitted Business. 

(m) Mergers and Similar Transactions: 

The Issuer will not consolidate with or merge with or into, or convey, transfer or lease, in one 
transaction or a series of transactions, directly or indirectly, all or substantially all its assets to, 
any Person (other than a Subsidiary), unless: 

(i) either (A) the Issuer will be the continuing corporation or (B) the resulting, surviving or 
transferee Person, if not the Issuer (the "Successor Company"), shall be a Person 
organised and existing under the laws of Hungary or any state which is a member of the 
European Union and the Successor Company (if not the Issuer) shall expressly assume, 
by way of supplemental agreement in form satisfactory to the Trustee, all the obligations 
of the Issuer under the Notes, the Coupons and the Agreements, as the case may be; 

(ii) immediately after giving pro forma effect to such transaction (and treating any 
Indebtedness which becomes an obligation of the Issuer or the Successor Company or any 
of their respective Subsidiaries as a result of such transaction as having been Incurred by 
the Issuer such Successor Company or such Subsidiary at the time of such transaction), 
no Potential Event of Default or Event of Default shall have occurred and be continuing; 

(iii) immediately after giving pro forma effect to such transaction, the Issuer or the Successor 
Company, as the case may be, would be able to Incur an additional €1.00 of Indebtedness 
pursuant to Condition 3(b)(i); 

(iv) the Issuer shall have delivered to the Trustee an Officers' Certificate and an Opinion of 
Counsel, each stating that such consolidation, merger or transfer and such supplemental 
trust deed (if any) comply with the Trust Deed; and 

(v) the Issuer shall have delivered to the Trustee an Opinion of Counsel to the effect that the 
Noteholders will not recognise income, gain or loss for United Kingdom or Hungarian 
income tax purposes as a result of such transaction and will be subject to income tax on 
the same amounts, in the same manner and at the same times as would have been the case 
if such transaction had not occurred,  

provided, however, that paragraph (iii) will not be applicable to (A) a Subsidiary consolidating 
with, merging into or transferring all or part of its properties and assets to the Issuer (so long as 
no Capital Stock of the Issuer is distributed to any Person) or (B) the Issuer merging with an 
Affiliate of the Issuer solely for the purpose and with the sole effect of reincorporating the 
Issuer in another jurisdiction. 
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The Successor Company will be the successor to the Issuer and shall succeed to, and be 
substituted for, and may exercise every right and power of, the Issuer under, the Trust Deed, and 
the predecessor Issuer in relation to the Notes, the Coupons and the Trust Deed. 

For the purposes of this Condition 3(n), the sale, lease, conveyance, assignment, transfer or 
other disposition of all or substantially all of the properties and assets of one or more 
Subsidiaries which properties and assets, if held by the Issuer instead of such Subsidiaries, 
would constitute all or substantially all of the properties and assets of the Issuer on a 
consolidated basis, shall be deemed to be the transfer of all or substantially all of the properties 
and assets of the Issuer. 

(n) Claims Pari Passu: 

The Issuer shall ensure that at all times the claims of the Noteholders, the Couponholders and 
the Trustee against the Issuer under the Trust Deed and the Notes and Coupons, rank at least 
pari passu with the claims of all its other present and future unsubordinated unsecured creditors, 
save for those claims that are preferred by any bankruptcy, insolvency, liquidation or similar 
laws of general application in Hungary or any jurisdiction in which the Issuer has Subsidiaries, 
assets or operations, or any other mandatory provisions of applicable law. 

(o) Payments for Consent: 

The Issuer will not, and will ensure that no Subsidiary will, directly or indirectly, pay or cause 
to be paid any consideration to or for the benefit of any holder of Notes or Coupons for or as an 
inducement to any consent, waiver or amendment of any of the terms or provisions of the Trust 
Deed or the Notes or Coupons unless such consideration is offered to be paid, and if due to be 
paid is paid, to all holders of Notes or Coupons that consent, waive or agree to amend in the 
time frame set forth in the solicitation documents relating to such consent, waiver or agreement.   

(p) Compliance with Laws: 

Except where failure to be so in compliance would not have a Material Adverse Effect, the 
Issuer will at all times comply, and shall procure that each of its Subsidiaries complies at all 
times, with all applicable provisions of the laws and directives of government authorities with 
the force of law and regulations in Hungary, or, so far as the Issuer is aware, any other law or 
regulation affecting it. 

(q) Transactions with Affiliates: 

The Issuer shall not, and shall ensure that none of its Subsidiaries will, directly or indirectly, 
conduct any business, enter into or permit to exist any transaction or series of related 
transactions (including the purchase, sale, transfer, assignment, lease, conveyance or exchange 
of any property or the rendering of any service) with, or for the benefit of, any Affiliate (an 
“Affiliate Transaction”), including inter-company loans, unless the terms of such Affiliate 
Transaction are (taking into account the creditworthiness of the relevant Affiliate) no less 
favourable to the Issuer or such Subsidiary, as the case may be, than those that could be 
obtained in a comparable arms’-length transaction for Fair Market Value with a Person that is 
not an Affiliate of the Issuer or any of its Subsidiaries. 

4 Interest 

Subject as provided in the following paragraph of this Condition 4, the Notes bear interest from and including 
the Issue Date at the rate of 11.50 per cent. (the “Rate of Interest”) per annum, payable semi-annually in 
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arrear on 29 January and 29 July in each year (each an “Interest Payment Date”). Each Note will cease to 
bear interest from and including the due date for redemption unless, upon due presentation, payment of 
principal is improperly withheld or refused. In such event it shall continue to bear interest at such rate (both 
before and after judgment) until but excluding whichever is the earlier of (a) the day on which all sums due in 
respect of such Note up to that day are received by or on behalf of the relevant holder, and (b) the day seven 
days after the Trustee or the Principal Paying Agent has notified Noteholders of receipt of all sums due in 
respect of all the Notes up to that seventh day (except to the extent that there is failure in the subsequent 
payment to the relevant holders under these Conditions).  

If, by 29 January 2012, the Notes: 

(a) have not been assigned a rating by a Rating Agency, the Rate of Interest per annum will be 14.50 per 
cent. per annum from, and including, 29 January 2012 to, but excluding, the date fixed for redemption; 
or 

(b) have been assigned a rating by a Rating Agency of less than B- (or its equivalent), the Rate of Interest 
per annum will be 13.50 per cent. per annum from, and including, 29 January 2012 to, but excluding, 
the date fixed for redemption; or 

(c) have been assigned a rating by a Rating Agency of at least B- (or its equivalent), the Rate of Interest 
per annum will remain 11.50 per cent. per annum, 

in each case payable semi-annually in arrear as aforesaid. 

Where interest is to be calculated in respect of a period which is equal to or shorter than an Interest Period (as 
defined below), the day-count fraction used will be the number of days in the relevant period, from and 
including the date from which interest begins to accrue to but excluding the date on which it falls due, divided 
by the product of (1) the number of days in the Interest Period in which the relevant period falls (including the 
first such day but excluding the last) and (2) the number of Interest Periods normally ending in any year. 

In these Conditions, the period beginning on and including the Issue Date and ending on but excluding the 
first Interest Payment Date and each successive period beginning on and including an Interest Payment Date 
and ending on but excluding the next succeeding Interest Payment Date is called an “Interest Period”. 

5 Redemption and Purchase 

(a) Final Redemption: 

Unless previously redeemed, or purchased and cancelled, the Notes will be redeemed at their 
principal amount on 29 January 2013.  

(b) Redemption for Taxation Reasons: 

The Notes may be redeemed at the option of the Issuer in whole, but not in part, at any time, on 
giving not less than 30 nor more than 60 days’ notice to the Noteholders (which notice shall be 
irrevocable), at their principal amount, (together with interest accrued to the date fixed for 
redemption), if (i) the Issuer satisfies, by way of an Officers Certificate, the Trustee immediately 
prior to the giving of such notice that it has or will become obliged to pay additional amounts as 
provided or referred to in Condition 7 as a result of any change in, or amendment to, the laws or 
regulations of Hungary or any political subdivision or any authority thereof or therein having 
power to tax, or any change in the application or official interpretation of such laws or regulations, 
which change or amendment becomes effective on or after the Issue Date, and (ii) such obligation 
cannot be avoided by the Issuer taking reasonable measures available to it, provided that no such 
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notice of redemption shall be given earlier than 90 days prior to the earliest date on which the 
Issuer would be obliged to pay such additional amounts were a payment in respect of the Notes 
then due. Prior to the publication of any notice of redemption pursuant to this Condition 5(b), the 
Issuer shall deliver to the Trustee an Officer’s Certificate stating that the obligation referred to in 
(i) above cannot be avoided by the Issuer taking reasonable measures available to it and the 
Trustee shall be entitled to accept such certificate as sufficient evidence of the satisfaction of the 
condition precedent set out in (ii) above, in which event it shall be conclusive and binding on the 
Noteholders and the Couponholders. 

(c) Redemption at the Option of the Issuer:  

On and after 29 July 2012, the Issuer may, on giving not more than 60 nor less than 30 days’ 
irrevocable notice to the Noteholders, redeem all, but not some only, of the Notes at an amount 
equal to the sum of (i) their principal amount and (ii) the product of the principal amount of the 
Notes multiplied by one-half of the Rate of Interest prevailing on 29 July 2012, together with 
additional amounts (as referred to in Condition 7), if any, to the redemption date. 

(d) Redemption at the Option of Noteholders:  

The Issuer will, at the option of the holder of any Note, redeem such Note on the subsequent 
Interest Payment Date at 101 per cent. of its principal amount together with interest accrued to, 
but excluding, the date fixed for redemption in the event of a Change of Control. To exercise such 
option, the holder must deposit such Note, together with all Coupons relating to it which mature 
after the date fixed for redemption, with any Paying Agent together with a duly completed 
redemption notice in the form obtainable from any of the Paying Agents, not more than 60 nor less 
than 30 days prior to such date. No Note so deposited may be withdrawn (except as provided in 
the Agency Agreement) without the prior consent of the Issuer. Neither less than 30 nor more than 
45 days’ notice of the commencement of the period for deposit of Notes for redemption pursuant 
to this Condition 5(d) shall be given to the Noteholders and the Trustee. 

(e) Purchase:  

The Issuer and any of its Subsidiaries may at any time purchase Notes in the open market or 
otherwise at any price (provided that they are purchased together with all unmatured Coupons 
relating to them). The Notes so purchased, while held by or on behalf of the Issuer or any such 
Subsidiary, shall not entitle the holder to vote at any meetings of the Noteholders and shall not be 
deemed to be outstanding for the purposes of the Conditions or the Trust Deed. 

(f) Cancellation:  

All Notes so redeemed or purchased and any unmatured Coupons attached to or surrendered with 
them will be cancelled and may not be reissued or resold. 

6 Payments  

(a) Method of Payment:  Payments of principal, premium and interest will be made against 
presentation and surrender (or, in the case of a partial payment, endorsement) of Notes or the 
appropriate Coupons (as the case may be) at the specified office of any Paying Agent. 

(b) Payments subject to laws: All payments are subject in all cases to any applicable fiscal or other 
laws and regulations in the place of payment, but without prejudice to the provisions of Condition 
7. No commissions or expenses shall be charged to the Noteholders or Couponholders in respect 
of such payments.  
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(c) Surrender of unmatured Coupons: Each Note should be presented for redemption together with 
all unmatured Coupons relating to it, failing which the amount of any such missing unmatured 
Coupon (or, in the case of payment not being made in full, that proportion of the amount of such 
missing unmatured Coupon which the sum of principal so paid bears to the total principal amount 
due) will be deducted from the sum due for payment. Each amount of principal so deducted will 
be paid in the manner mentioned above against surrender of the relevant missing Coupon not later 
than 10 years after the Relevant Date for the relevant payment of principal. 

(d) Payments on business days: A Note or Coupon may only be presented for payment on a day 
which is a business day in the place of presentation. No further interest or other payment will be 
made as a consequence of the day on which the relevant Note or Coupon may be presented for 
payment under this Condition 6 falling after the due date. In this Condition “business day” means 
a day on which commercial banks and foreign exchange markets are open in the relevant city. 

(e) Paying Agents: The initial Paying Agents and their initial specified offices are listed below. The 
Issuer reserves the right at any time with the approval of the Trustee to vary or terminate the 
appointment of any Paying Agent and appoint additional or other Paying Agents, provided that it 
will maintain (i) a Principal Paying Agent, (ii) Paying Agents having specified offices in at least 
two major European cities approved by the Trustee (such approval not to be unreasonably 
withheld or delayed) and (iii) a Paying Agent with a specified office in a European Union member 
state that will not be obliged to withhold or deduct tax pursuant to any law implementing 
European Council Directive 2003/48/EC or any other Directive implementing the conclusions of 
the ECOFIN Council meeting of 26-27 November 2000. Notice of any change in the Paying 
Agents or their specified offices will promptly be given to the Noteholders. 

7 Taxation 

All payments of principal, premium and interest by or on behalf of the Issuer in respect of the Notes and the 
Coupons shall be made free and clear of, and without withholding or deduction for, any taxes, duties, 
assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by 
or within Hungary or any authority therein or thereof having power to tax, unless such withholding or 
deduction is required by law. In that event the Issuer shall pay such additional amounts as will result in receipt 
by the Noteholders and the Couponholders of such amounts as would have been received by them had no 
such withholding or deduction been required, except that no such additional amounts shall be payable in 
respect of any Note or Coupon presented for payment: 

(a) Other connection: by or on behalf of a holder who is liable to such taxes, duties, assessments or 
governmental charges in respect of such Note or Coupon by reason of his having some connection 
with Hungary other than the mere holding of the Note or Coupon; or 

(b) Presentation more than 30 days after the Relevant Date: more than 30 days after the Relevant 
Date except to the extent that the holder of it would have been entitled to such additional amounts 
on presenting such Note or Coupon for payment on the last day of such period of 30 days; or 

(c) Payment to individuals: where such withholding or deduction is imposed on a payment to an 
individual and is required to be made pursuant to European Council Directive 2003/48/EC or any 
other Directive implementing the conclusions of the ECOFIN Council meeting of 26-27 
November 2000 on the taxation of savings income or any law implementing or complying with, or 
introduced in order to conform to, such Directive; or 
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(d) Payment by another Paying Agent: by or on behalf of a Noteholder or a Couponholder who 
would have been able to avoid such withholding or deduction by presenting the relevant Note or 
Coupon to another Paying Agent in a Member State of the European Union. 

8 Events of Default 

If any of the following events (“Events of Default”) occurs and is continuing, the Trustee at its discretion 
may, and if so requested by not less than two Non-Affiliated Noteholders holding at least 25 per cent. in 
aggregate principal amount of the Notes then outstanding or if so directed by an Extraordinary Resolution 
shall, give notice to the Issuer that the Notes are, and they shall immediately become, due and payable at their 
principal amount together (if applicable) with accrued interest: 

(a) Non-Payment of Principal: default is made in the payment of principal of any of the Notes when 
due; or 

(b) Non-Payment of Interest: default is made in the payment on the due date of any premium or 
interest in respect of any of the Notes (including any additional interest payable in accordance 
with Condition 4) provided that such default will not be an Event of Default if the failure to pay is 
remedied within 14 Business Days; or 

(c) Breach of Specific Covenants: the Issuer does not perform or comply with any one or more of its 
obligations under Conditions 3(a), (b), (c), (d), (e) (n) or (o); or 

(d) Breach of Other Covenants: the Issuer does not perform or comply with any one or more of its 
obligations under Conditions 3(f), (g), (h), (i), (j), (k), (l), (m), (p), (q) or (r) and such default is 
not remedied within 45 days after notice of such default shall have been given to the Issuer by the 
Trustee; or 

(e) Breach of Other Obligations: the Issuer does not perform or comply with any one or more of its 
other obligations in the Notes or the Trust Deed which default is incapable of remedy or, if in the 
opinion of the Trustee capable of remedy, is not in the opinion of the Trustee remedied within 60 
days after notice of such default shall have been given to the Issuer by the Trustee; or 

(f) Cross-Default: (i) any other present or future Indebtedness of the Issuer or any of its Subsidiaries 
for or in respect of moneys borrowed or raised becomes (or becomes capable of being declared) 
due and payable prior to its stated maturity by reason of any actual or potential default, event of 
default or the like (howsoever described), or (ii) any such indebtedness is not paid when due or, as 
the case may be, within any originally applicable grace period, or (iii) the Issuer or any of its 
Subsidiaries fails to pay when due any amount payable by it under any present or future guarantee 
for, or indemnity in respect of, any moneys borrowed or raised provided that the aggregate amount 
of the relevant indebtedness, guarantees and indemnities in respect of which one or more of the 
events mentioned above in this Condition 8(f) have occurred equals or exceeds €10 million or its 
Euro Equivalent; or 

(g) Enforcement Proceedings: a distress, attachment, execution or other legal process is levied, 
enforced or sued out on or against any part of the property, assets or revenues of the Issuer or any 
of its Subsidiaries and is not discharged or stayed within 60 days provided that the value of one or 
more of the events, or of the relevant property, assets or revenues, mentioned above in this 
Condition 8(g) which have occurred equals or exceeds €10 million or its Euro Equivalent; or 

(h) Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or future, 
created or assumed by the Issuer or any of its Subsidiaries becomes enforceable and any step is 
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taken to enforce it (including the taking of possession or the appointment of a receiver, 
administrative receiver, administrator manager or other similar person) provided that the value of 
one or more of the events, or of the relevant property, assets or revenues to which the enforcement 
relates, mentioned above in this Condition 8(h) which have occurred equals or exceeds €10 
million or its Euro Equivalent; or 

(i) Insolvency: the Issuer or any of its Subsidiaries is (or is, or could be, deemed by law or a court to 
be) insolvent or bankrupt or unable to pay its debts, stops, suspends or threatens to stop or suspend 
payment of all or a material part of (or of a particular type of) its debts, proposes or makes a 
general assignment or an arrangement or composition with or for the benefit of the relevant 
creditors in respect of any of such debts or a moratorium is agreed or declared in respect of or 
affecting all or any part of (or of a particular type of) the debts of the Issuer or any of its 
Subsidiaries; or 

(j) Judgment Default: any one or more judgments or orders is made against the Issuer or any 
Subsidiary involving an aggregate liability in respect of a matter (or a series of related matters) 
greater than €10 million or its Euro Equivalent, unless all those judgments and orders are 
appealed, vacated or discharged within 90 days of their being made; or  

(k) Winding-up: an order is made or an effective resolution passed for the winding-up or dissolution 
of the Issuer or any of its Subsidiaries, or the Issuer ceases or threatens to cease to carry on all or 
substantially all of its business or operations, except for the purpose of and followed by a 
reconstruction, amalgamation, reorganisation, merger or consolidation (i) on terms approved by 
the Trustee or by an Extraordinary Resolution of the Noteholders, or (ii) in the case of a 
Subsidiary, whereby the undertaking and assets of the Subsidiary are transferred to or otherwise 
vested in the Issuer or another of its Subsidiaries; or 

(l) Nationalisation: any step is taken by any person which is reasonably likely to result in the 
seizure, compulsory acquisition, expropriation or nationalisation of all or a material part of the 
assets of the Issuer or the Issuer and its Subsidiaries taken as a whole; or 

(m) Invalidity or Unenforceability: (i) the validity of the Notes, Coupons or the Agreements is 
contested by the Issuer, or the Issuer shall deny any of its obligations under the Notes, Coupons or 
the Agreements (whether by a general suspension of payments or a moratorium on the payment of 
debt or otherwise) or (ii) it is or becomes unlawful for the Issuer to perform or comply with one or 
more of its respective obligations under any of the Notes, Coupons or the Agreements or (iii) all or 
any of the Issuer’s obligations set out in the Notes, Coupons or the Agreements shall be or become 
unenforceable or invalid; or 

(n) Analogous Events: any event occurs which under the laws of any relevant jurisdiction has an 
analogous effect to any of the events referred to in any of the foregoing paragraphs of this 
Condition 8. 

9 Prescription 

Claims against the Issuer for payment in respect of principal, premium and interest will become void unless 
presentation for payment is made as required by Condition 6 within a period of 10 years (in the case of 
principal and premium) and five years (in the case of interest) from the appropriate Relevant Date. 

10 Replacement of Notes and Coupons 
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If any Note or Coupon is lost, stolen, mutilated, defaced or destroyed, it may be replaced by the Paying Agent 
in Luxembourg subject to all applicable laws and stock exchange or other relevant authority requirements, 
upon payment by the claimant of the expenses incurred in connection with such replacement and on such 
terms as to evidence, security, indemnity and otherwise as the Issuer may require (provided that the 
requirement is reasonable in light of prevailing market practice). Mutilated or defaced Notes or Coupons must 
be surrendered before replacements will be issued. 

11 Meetings of Noteholders, Modification, Waiver and Substitution 

(a) Meetings of Noteholders: The Trust Deed contains provisions for convening meetings of 
Noteholders to consider matters affecting their interests, including the sanctioning by 
Extraordinary Resolution of a modification of any of these Conditions or any provisions of the 
Trust Deed. Such a meeting may be convened by Noteholders holding not less than 10 per cent. in 
principal amount of the Notes for the time being outstanding. The quorum for any meeting 
convened to consider an Extraordinary Resolution will be two or more persons holding or 
representing a clear majority in principal amount of the Notes for the time being outstanding, or at 
any adjourned meeting two or more persons being or representing Noteholders whatever the 
principal amount of the Notes held or represented, unless the business of such meeting includes 
consideration of proposals, inter alia, (i) to modify the maturity of the Notes or the dates on which 
interest is payable in respect of the Notes, (ii) to reduce or cancel the principal amount of, or 
interest on or to vary the method of calculating the rate of interest on, the Notes, (iii) to change the 
currency of payment of the Notes or the Coupons, or (iv) to modify the provisions concerning the 
quorum required at any meeting of Noteholders or the majority required to pass an Extraordinary 
Resolution, in which case the necessary quorum will be two or more persons holding or 
representing not less than 75 per cent., or at any adjourned meeting not less than 25 per cent., in 
principal amount of the Notes for the time being outstanding. Any Extraordinary Resolution duly 
passed shall be binding on Noteholders (whether or not they were present at the meeting at which 
such resolution was passed) and on all Couponholders. 

The Trust Deed provides that a resolution in writing signed by or on behalf of the holders of not 
less than 90 per cent. in principal amount of the Notes outstanding shall for all purposes be as 
valid and effective as an Extraordinary Resolution passed at a meeting of Noteholders duly 
convened and held. Such a resolution in writing may be contained in one document or several 
documents in the same form, each signed by or on behalf of one or more Noteholders. 

(b) Modification and Waiver: The Trustee may agree, without the consent of the Noteholders or 
Couponholders, to (i) any modification of any of the provisions of the Trust Deed which in the 
opinion of the Trustee is of a formal, minor or technical nature or is made to correct a manifest 
error, and (ii) any other modification (except as mentioned in the Trust Deed), and any waiver or 
authorisation of any breach or proposed breach, of any of the provisions of the Trust Deed which 
is in the opinion of the Trustee not materially prejudicial to the interests of the Noteholders. Any 
such modification, authorisation or waiver shall be binding on the Noteholders and the 
Couponholders and, if the Trustee so requires, such modification shall be notified to the 
Noteholders as soon as practicable. 

(c) Substitution: The Trust Deed contains provisions permitting the Trustee to agree, subject to such 
amendment of the Trust Deed and such other conditions as are contained in the Trust Deed or 
otherwise as the Trustee may require, but without the consent of the Noteholders or the 
Couponholders, to the substitution of the Issuer’s successor in business or any Subsidiary of the 
Issuer or its successor in place of the Issuer, or of any previous substituted entity, as principal 
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debtor under the Trust Deed and the Notes. In the case of such a substitution the Trustee may 
agree, without the consent of the Noteholders and Couponholders, to a change of law governing 
the Notes, the Coupons and/or the Trust Deed provided that such change would not in the opinion 
of the Trustee be materially prejudicial to the interests of the Noteholders.   

(d) Entitlement of the Trustee: In connection with the exercise of its functions (including but not 
limited to those referred to in this Condition) the Trustee shall have regard to the interests of the 
Noteholders as a class and shall not have regard to the consequences of such exercise for 
individual Noteholders or Couponholders and the Trustee shall not be entitled to require, nor shall 
any Noteholder or Couponholder be entitled to claim, from the Issuer any indemnification or 
payment in respect of any tax consequence of any such exercise upon individual Noteholders or 
Couponholders. 

12 Enforcement 

At any time after the Notes become due and payable, the Trustee may, at its discretion and without further 
notice, institute such steps, actions or proceedings against the Issuer as it may think fit to enforce the terms of 
the Trust Deed and the Notes and Coupons, but it need not take any such steps, actions or proceedings unless 
(a) it shall have been so directed by an Extraordinary Resolution or so requested in writing by not less than 
two Non-Affiliated Noteholders holding at least 25 per cent. in aggregate principal amount of the Notes 
outstanding, and (b) it shall have been indemnified and/or secured and/or prefunded to its satisfaction. No 
Noteholder or Couponholder may proceed directly against the Issuer unless the Trustee, having become 
bound so to proceed, fails to do so within a reasonable time and such failure is continuing. 

13 Indemnification of the Trustee 

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from 
responsibility. The Trustee is entitled to enter into business transactions with the Issuer and any entity related 
to the Issuer without accounting for any profit. 

The Trustee may rely without liability to Noteholders or Couponholders on a report, confirmation or 
certificate or any advice of any accountants, financial advisers, financial institution or any other expert, 
whether or not addressed to it and whether their liability in relation thereto is limited (by its terms or by any 
engagement letter relating thereto entered into by the Trustee or in any other manner) by reference to a 
monetary cap, methodology or otherwise. The Trustee may accept and shall be entitled to rely on any such 
report, confirmation or certificate or advice and such report, confirmation or certificate or advice shall be 
binding on the Issuer, the Trustee and the Noteholders.  

14 Further Issues 

The Issuer may from time to time without the consent of the Noteholders or Couponholders create and issue 
further securities either having the same terms and conditions as the Notes in all respects (or in all respects 
except for the first payment of interest on them) and so that such further issue shall be consolidated and form 
a single series with the outstanding securities of any series (including the Notes) or upon such terms as the 
Issuer may determine at the time of their issue. References in these Conditions to the Notes include (unless 
the context requires otherwise) any other securities issued pursuant to this Condition and forming a single 
series with the Notes. Any further securities forming a single series with the outstanding securities of any 
series (including the Notes) constituted by the Trust Deed or any deed supplemental to it shall, and any other 
securities may (with the consent of the Trustee), be constituted by a deed supplemental to the Trust Deed. The 
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Trust Deed contains provisions for convening a single meeting of the Noteholders and the holders of 
securities of other series where the Trustee so decides. 

15 Notices 

Notices to the holders of Notes will be valid if published in the leading newspaper having general circulation 
in London (which is expected to be the Financial Times) and (if at any time the Notes are listed on the 
Luxembourg Stock Exchange and the rules of that Stock Exchange so require) either on the website of the 
Luxembourg Stock Exchange (www.bourse.lu) or in a leading newspaper having general circulation in 
Luxembourg (which is expected to be the Luxemburger Wort) or, if in the opinion of the Trustee such 
publication shall not be practicable, in an English language newspaper of general circulation in Europe.  Any 
such notice shall be deemed to have been given on the date of such publication or, if published more than 
once or on different dates, on the first date on which publication is made. 

Couponholders will be deemed for all purposes to have notice of the contents of any notice given to the 
Noteholders in accordance with this Condition. 

16 Contracts (Rights of Third Parties) Act 1999: 

No person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of 
Third Parties) Act 1999. 

17 Governing Law and Jurisdiction 

(a) Governing Law: The Trust Deed, the Notes and the Coupons and any non-contractual obligations 
arising out of or in connection with them are governed by, and shall be construed in accordance 
with, English law. 

(b) Jurisdiction: The courts of England are to have jurisdiction to settle any disputes that may arise 
out of or in connection with the Notes or the Coupons and accordingly any legal action or 
proceedings arising out of or in connection with any Notes or Coupons (“Proceedings”) may be 
brought in such courts.  Pursuant to the Trust Deed, the Issuer has submitted irrevocably to the 
jurisdiction of such courts. 

(c) Agent for Service of Process:  Pursuant to the Trust Deed, the Issuer has irrevocably appointed 
an agent in England to receive service of process in any Proceedings in England based on any of 
the Notes or the Coupons.  

18 Definitions 

In these Conditions, unless the context otherwise requires, the following defined terms shall have the 
meanings set out below: 

“Accounting Standards” means IFRS or any other internationally recognised set of accounting 
standards deemed equivalent to IFRS by the Committee of European Securities Regulators from time 
to time;  

“Affiliates” of any specified person means any other persons, directly or indirectly, controlling or 
controlled by or under direct or indirect control with such specified person. For the purposes of this 
definition, “control” when used with respect to any person means the power to direct the management 
and policies of such person, directly or indirectly, whether through the ownership of voting securities, 
by contract or otherwise; and the terms “controlling” and “controlled” have meanings correlative to the 
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foregoing; and the term “Non-Affiliatated”, with respect to any specified persons, means that such 
specified persons are not Affiliates of each other; 

“Agreements” means the Agency Agreement and the Trust Deed; 

“Agency” means any agency, authority, central bank, department, committee, government, legislature, 
minister, ministry, official or public or statutory person (whether autonomous or not); 

“Approved Jurisdiction” means England & Wales, Hungary and any member nation of the European 
Union as constituted on the Issue Date; 

“Asset Acquisition” means (i) an Investment by the Issuer and its Subsidiaries in any other Person 
pursuant to which such Person shall become a Subsidiary of the Issuer or any Subsidiaries as the case 
may be, or shall be consolidated or merged with the Issuer or any Subsidiaries or (ii) the acquisition by 
the Issuer or any Subsidiaries of assets of any Person which constitute all or substantially all of the 
assets of such Person or which comprise a material division or line of business of such Person; 

“Asset Sale” means any direct or indirect lease, sale, sale and lease-back, transfer or other disposition 
either in one transaction or in a series of related transactions, by the Issuer or any of its Subsidiaries to 
a Person that is not part of the Group, including any disposition by means of a merger, consolidation or 
similar transaction, of any of its assets (including any shares of Capital Stock of a member of the 
Group) or properties, the value of which exceeds 10 per cent. of total Production Assets as shown on 
the latest available annual or semi-annual consolidated balance sheet of the Group prepared in 
accordance with Accounting Standards in any 12-month period, other than: 

(a) the creation of a Lien (but not the sale or other disposition of the property subject to such Lien) in 
compliance with Condition 3(a); 

(b) the licensing or sublicensing of rights to intellectual property or other intangibles in the ordinary 
course of business; 

(c) the sale, lease or other disposition of damaged, obsolete, worn out, negligible, surplus or outdated 
equipment or machinery or raw materials or inventory, in each case which is no longer used or 
usable, in the ordinary course of business; 

(d) the lease, assignment or sublease of any property in the ordinary course of business; 

(e) sales or other dispositions of assets or property received by the Issuer or any of its Subsidiaries 
upon the foreclosure on a Lien granted in favour of the Issuer or any of its Subsidiaries or any 
other transfer of title with respect to any ordinary course secured investment in default;  

(f) the surrender or waiver of contract rights or the settlement, release, or surrender of contract, tort or 
other claims, in the ordinary course of business; 

(g) sales and other dispositions of inventory in the ordinary course of business;  

(h) sales and dispositions of cash and Cash Equivalents in the ordinary course of business;  

(i) the disposition of receivables in connection with the compromise, settlement or collection thereof 
in the ordinary course of business or in bankruptcy or similar proceeds of any customers or 
vendors of the Issuer or any of its Subsidiaries; 

(j) the sale or transfer of value added tax receivables by the Issuer at Fair Market Value or the sale or 
transfer of any Investment received in exchange therefor; 
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(k) any royalty or similar arrangement in connection with a Permitted Business to the extent that such 
royalty or similar arrangement is included in the definition of Indebtedness; and 

(l) any sale or other disposition that complies with Condition 3(n); 

“Attributable Indebtedness” in respect of a Sale/Leaseback Transaction means, as at the time of 
determination, the present value (discounted at the interest rate borne by the Notes, compounded semi-
annually) of the total obligations of the lessee for rental payments during the remaining term of the 
lease included in such Sale/Leaseback Transaction (including any period for which such lease has been 
extended); 

“Auditors” means KPMG Hungária Kft. or, if they are unable or unwilling to carry out any action 
requested of them under the Agreements, such other internationally recognised firm of accountants as 
may be nominated by the Issuer and notified in writing to the Trustee for this purpose; 

“Authorised Signatory” means, in relation to the Issuer, any Person who is duly authorised and in 
respect of whom the Trustee has received a certificate or certificates signed by a director or another 
Authorised Signatory of the Issuer setting out the name and signature of such Person and confirming 
such Person’s authority to act; 

“Business Day” means a day which is a TARGET Business Day and also a day (other than a Saturday 
or a Sunday) on which banks and foreign exchange markets settle Euro payments in London with 
Budapest; 

“Capital Stock” means, with respect to any Person, any and all shares, interests (including partnership 
interests), rights to purchase, warrants, options, participations or other equivalents (however 
designated, whether voting or non-voting) of such Person’s equity, including any Preferred Stock of 
such Person, whether now outstanding or issued after the Issue Date, including without limitation, all 
series and classes of such Capital Stock but excluding any debt securities convertible into or 
exchangeable for such Capital Stock; 

“Capitalised Lease Obligations” means an obligation that is required to be classified and accounted 
for as a capitalised lease for financial reporting purposes in accordance with IFRS, and the amount of 
Indebtedness represented by such obligation will be the capitalised amount of such obligation at the 
time any determination thereof is to be made as determined in accordance with IFRS, and the Stated 
Maturity thereof will be the date of the last payment of rent or any other amount due under such lease 
prior to the first date such lease may be terminated without penalty; 

“Cash Equivalents” means: 

(a) any evidence of Indebtedness with a maturity of one year or less issued or directly and fully 
guaranteed or insured by a corporation organised under the laws of an Approved Jurisdiction or 
any Agency or instrumentality thereof; provided that the full faith and credit of an Approved 
Jurisdiction (or similar concept under the laws of the relevant Approved Jurisdiction) is pledged in 
support thereof; 

(b) commercial paper with a maturity of one year or less, issued by a corporation organised under the 
laws of an Approved Jurisdiction and rated at all times at least A-1/P-1  by Standard & Poor’s 
Ratings Services, Moody’s or by Fitch Ratings, as the case may be, to the extent that the aggregate 
amount of Cash Equivalents (as defined in this paragraph (b)) invested by application of Disposal 
Proceeds do not exceed at any time €1 million or its Euro Equivalent; 
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(c) current account balances, deposits, certificates of deposit, promissory notes, acceptances or money 
market deposits with a maturity of one year or less of (i) any institution organised in an Approved 
Jurisdiction having combined, consolidated, capital and surplus and undistributed profits (or any 
similar concept) of not less than U.S.$500 million (or the equivalent in another currency) 
determined in conformity with Accounting Standards and as set forth in the most recent publicly 
available financial reports published by such institution or (ii) the Hungarian branch or Subsidiary 
of an institution referred to in (i); 

(d) repurchase agreements and reverse repurchase agreements relating to marketable direct 
obligations issued or unconditionally guaranteed by the government of an Approved Jurisdiction, 
which obligations mature within 30 days from the date of acquisition; and/or  

(e) interests in any money market funds at least 95 per cent. of the assets of which consist of Cash 
Equivalents of the type referred to in paragraphs (a) to (d) above; 

“Change of Control” shall be deemed to have occurred if: 

(a) the Controlling Shareholders cease to hold, whether directly or indirectly: (a) more than 50 per 
cent. of the Voting Stock of the Issuer or any of its Subsidiaries; or (b) Voting Stock having the 
right in general to cast more than 50 per cent. of the votes capable of being cast in general 
meetings of the Issuer or any of its Subsidiaries; or (c) the right to determine the composition of 
the majority of the management board the Issuer or any of its Subsidiaries; or 

(b) the Controlling Shareholders cease to have the power to control the management and policies of 
the Issuer or any of its Subsidiaries; or 

(c) any person or group of persons acting in concert, other than the Controlling Shareholders, gains 
control of the Issuer or any of its Subsidiaries; and, 

for the purposes of this definition, “control” when used with respect to any person means the power to 
direct the management and policies of such person, directly or indirectly, whether through the ownership 
of Voting Stock, by contract or otherwise; 

“Commodity Hedging Agreement” means, in respect to any Person, any forward, futures, spot 
deferred or option contract or other similar agreement or arrangement to which such Person is a party 
or a beneficiary entered into for protection against or to benefit from fluctuations in the price of any 
commodity produced or used by the Issuer or any Subsidiaries pursuant to a Permitted Business; 

“Consolidated Depreciation and Amortisation” means, in respect of any period, the consolidated 
depreciation and amortisation expense of the Group as shown on the most recent financial statements 
of the Group prepared in accordance with Accounting Standards (excluding amortisation expense 
attributable to a prepaid item that was paid in cash in a prior period); 

“Consolidated EBITDA” for any period means the sum of Consolidated Net Income, plus the 
following to the extent deducted in calculating such Consolidated Net Income: 

(a) Consolidated Interest Expense; 

(b) Consolidated Income Tax Expense;  

(c) Consolidated Depreciation and Amortisation; and  

(d) all other non-cash charges of the Issuer and any of its Subsidiaries (excluding any such non-cash 
charge to the extent that it represents an accrual of or reserve for cash expenditures in any future 
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period) less all non-cash items of income of the Issuer and any of its Subsidiaries (other than 
accruals of revenue by the Issuer and any of its Subsidiaries in the ordinary course of business); 

in each case for such period; 

“Consolidated Income Tax Expense” means, in respect of any period, the consolidated expenses of 
the Group in respect of income taxes as shown on the most recent financial statements of the Group 
prepared in accordance with Accounting Standards; 

“Consolidated Interest Expense” means, for any period, the consolidated interest expense (net of 
interest income) of the Group including bank charges, amortisation of finance costs, net of finance 
income as shown on the most recent financial statements of the Group prepared in accordance with 
Accounting Standards; 

 “Consolidated Net Income” means, for any period, the consolidated net income of the Group as 
shown on the most recent financial statements of the Group prepared in accordance with Accounting 
Standards; provided, however, that there shall not be included in such Consolidated Net Income:  

(a) any net income of any Person (other than the Issuer) if such Person is not a Subsidiary, except 
that: 

(i) subject to the exclusion contained in paragraph (d) below, the Issuer’s equity in the net 
income of any such Person for such period shall be included in such Consolidated Net 
Income up to the aggregate amount of cash actually distributed by such Person during 
such period to the Issuer or any of its Subsidiaries as a dividend or other distribution 
(subject, in the case of a dividend or other distribution paid to a Subsidiary, to the 
limitations contained in paragraph (c) below); and 

(ii) the Issuer’s equity in a net loss of any such Person for such period shall be included in 
determining such Consolidated Net Income but only to the extent that such loss has been 
funded by cash by the Issuer or any of its Subsidiaries; 

(b) any net income of any Subsidiary if such Subsidiary is subject to restrictions, directly or 
indirectly, on the payment of dividends or the making of distributions by such Subsidiary, directly 
or indirectly, to the Issuer except that: 

(i) subject to the exclusion contained in paragraph (d) below, the Issuer’s equity in the net 
income of any such Subsidiary for such period shall be included in such Consolidated Net 
Income up to the aggregate amount of cash actually distributed by such Subsidiary during 
such period to the Issuer or another Subsidiary as a dividend or other distribution (subject, 
in the case of a dividend or other distribution paid to another Subsidiary, to the limitation 
contained in this paragraph); and 

(ii) the Issuer’s equity in a net loss of any such Subsidiary for such period shall be included in 
determining such Consolidated Net Income; 

(c) any gain (or loss) realised upon the sale or other disposition of any assets of the Issuer or its 
Subsidiaries or any other Person (including pursuant to any sale-and-leaseback arrangement) 
which are not sold or otherwise disposed of in the ordinary course of business and any gain (or 
loss) realised upon the sale or other disposition of any Capital Stock of any Person; 

(d) any extraordinary net of tax gains or losses that are distinguished by their unusual nature and the 
infrequency of their occurrence; and in each case, for such period; 
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“Consolidated Net Indebtedness” means at any date of determination (and without duplication) all 
consolidated Indebtedness of the Group net of cash or Cash Equivalents as shown on the most recent 
financial statements of the Group prepared in accordance with Accounting Standards; 

“Consolidated Total Asset Value” means, at any date of determination, the amount of the 
consolidated total assets of the Issuer and its consolidated Subsidiaries, as calculated in accordance 
with the then most recent financial statements delivered pursuant to Condition 3(f); 

“Controlling Shareholders” means Mr. László Bige and Mr. Zoltán Bige;  

“Currency Agreement” means in respect of a Person, any foreign exchange contract, currency swap 
agreement or other similar agreement as to which such Person is a party or a beneficiary; 

“Disposal Proceeds” has the meaning given in Condition 3(e); 

“Disqualified Stock” means, with respect to any Person, any Capital Stock which by its terms (or by 
the terms of any security into which it is convertible or for which it is exchangeable at the option of the 
holder) or upon the happening of any event: 

(i) matures or is mandatorily redeemable (other than redeemable only for Capital Stock of such 
Person which is not itself Disqualified Stock) pursuant to a sinking fund obligation or otherwise; 

(ii) is convertible or exchangeable at the option of the holder for Indebtedness or Disqualified Stock; 
or 

(iii) is mandatorily redeemable or must be purchased upon the occurrence of certain events or 
otherwise, in whole or in part; 

“Environment” means living organisms including the ecological systems of which they form part and 
the following media: 

(a) air (including within natural or man-made structures, whether above or below ground); 

(b) water (including water under or within land and water in drains and sewers); and/or 

(c) land (including land under water); 

“Environmental Law” means all laws and regulations of any relevant jurisdiction which: 

(a) have as a purpose or effect the protection or, and/or prevention of harm or damage to, the 
Environment; 

(b) provide remedies or compensation for harm or damage to the Environment; and 

(c) relate to hazardous substances or health or safety matters;   

“Environmental Licences” means any authorisation, consent, approval, resolution, licence, 
exemption, filing or registration required at any time under Environmental Law; 

“Euro” or “€” means the currency introduced pursuant to Article 109I(4) of the Treaty establishing the 
European Community as amended by the Treaty on European Union and the Treaty of Amsterdam and 
as further amended from time to time; 

“Euro Equivalent” means with respect to any amount denominated in a currency other than Euro, at 
any time for the determination thereof, the amount of Euro obtained by converting such other currency 
involved into Euro at the spot rate for the purchase of Euro with such other currency as most recently 
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published under “Currency Rates” in the section of the Financial Times entitled “Currencies, Bonds & 
Interest Rates” or, otherwise, as reasonably determined by the Trustee; 

“Event of Default” has the meaning given in Condition 8 hereof; 

“Extraordinary Resolution” has the meaning given in the Trust Deed; 

“Fair Market Value” means, with respect to any asset or property, the price which could be negotiated 
in an arm’s length market transaction, for cash, between a willing seller and a willing and able buyer, 
neither of whom is under undue pressure or compulsion to complete the transaction. Fair Market Value 
will be determined in good faith by the Board of Directors of the Issuer, whose determination will be 
conclusive or, in the case of any sale of the Capital Stock of a Subsidiary exceeding €5 million (or its 
Euro Equivalent), in writing by an Independent Appraiser; 

“Group” means the Issuer and its consolidated Subsidiaries taken as a whole; 

“guarantee” means any financial obligation, contingent or otherwise, of any Person directly or 
indirectly guaranteeing any Indebtedness of any Person and any obligation, direct or indirect, 
contingent or otherwise, of such Person: 

(i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Indebtedness 
of such Person (whether arising by virtue of partnership arrangements, or by agreements to keep 
well, to purchase assets, goods, securities or services, to take or pay or to maintain financial 
statement conditions or otherwise); or 

(ii) entered into for the purpose of assuring in any other manner the obligee of such Indebtedness of 
the payment thereof or to protect such obligee against loss in respect thereof (in whole or in part),  

provided, however, that the term “guarantee” shall not include endorsements for collection or deposit 
in the ordinary course of business. The term “guarantee” used as a verb has a corresponding meaning. 
The term “guarantor” shall mean any Person guaranteeing any obligation; 

“Hedging Obligations” of any Person means the obligations of such Person pursuant to any Interest 
Rate Agreement, Currency Agreement or Commodity Hedging Agreement; 

“IFRS” means International Financial Reporting Standards (formerly International Accounting 
Standards) issued by the International Accounting Standards Board (“IASB”) and interpretations 
issued by the International Financial Reporting Interpretations Committee of the IASB (as amended, 
supplemented or re-issued from time to time), as consistently applied, and any variation to such 
accounting principles and practices which is not material; 

“Incur” means issue, assume, guarantee, incur or otherwise become liable for; provided, however, that 
any Indebtedness or any other obligation of a Person existing at the time such Person becomes a 
Subsidiary (whether by merger, consolidation, acquisition or otherwise) shall, whether or not such 
Indebtedness was Incurred in connection with, as a result of, or in contemplation of such acquired 
person becoming a Subsidiary, be deemed Incurred at the time such Person becomes a Subsidiary. The 
term “Incurrence” when used as a noun shall have a correlative meaning. Solely for purposes of 
determining compliance with Condition 3(e) (Limitation on Sales of Assets and Subsidiary Stock): 

(i) amortisation of debt discount or the accretion of principal with respect to a non interest bearing or 
other discount security; 
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(ii) the payment of regularly scheduled interest in the form of additional Indebtedness of the same 
instrument or the payment of regularly scheduled dividends on Capital Stock in the form of 
additional Capital Stock of the same class and with the same terms; and 

(iii) the obligation to pay a premium in respect of Indebtedness arising in connection with the issuance 
of a notice of redemption or the making of a mandatory offer to purchase such Indebtedness, 

will not be deemed to be the Incurrence of Indebtedness; 

“Indebtedness” means, with respect to any Person on any date of determination (without duplication); 

(i) the principal of and premium (if any) in respect of indebtedness of such Person for borrowed 
money; 

(ii) the principal of and premium (if any) in respect of obligations of such Person evidenced by bonds, 
debentures, notes or other similar instruments; 

(iii) the principal component of all obligations of such Person in respect of letters of credit, bankers’ 
acceptances or other similar instruments (including reimbursement obligations with respect 
thereto except to the extent such reimbursement obligation relates to a trade payable and such 
obligation is satisfied within 30 days of Incurrence); 

(iv) the principal component of all obligations of such Person to pay the deferred and unpaid purchase 
price of property (except trade payables), which purchase price is due more than six months after 
the date of placing such property in service or taking delivery and title thereto; 

(v) Capitalised Lease Obligations and all Attributable Indebtedness of such Person; 

(vi) the principal component or liquidation preference of all obligations of such Person with respect to 
the redemption, repayment or other repurchase of any Disqualified Stock or, with respect to any 
Subsidiary, any Preferred Stock (but excluding, in each case, any accrued dividends); 

(vii) the principal component of all Indebtedness of other Persons secured by a Lien on any asset of 
such Person, whether or not such Indebtedness is assumed by such Person; provided, however, 
that the amount of such Indebtedness will be the lesser of (a) the Fair Market Value of such asset 
at such date of determination and (b) the amount of such Indebtedness of such other Persons; 

(viii) the principal component of Indebtedness of other Persons to the extent guaranteed by such Person; 
and 

(ix) to the extent not otherwise included in this definition, net obligations of such Person under 
Hedging Obligations (the amount of any such obligations to be equal at any time to the 
termination value of such agreement or arrangement giving rise to such obligation that would be 
payable by such Person at such time). 

The amount of Indebtedness of any Person at any date will be the outstanding balance at such date of 
all unconditional obligations as described above and the maximum liability, upon the occurrence of the 
contingency giving rise to the obligation, of any contingent obligations at such date. 

In addition, “Indebtedness” of any Person shall include Indebtedness described in the preceding 
paragraph that would not appear as a liability on the balance sheet of such Person if: 

(i) such Indebtedness is the obligation of a partnership or joint venture that is not a Subsidiary; 

(ii) such Person or a Subsidiary of such Person is a general partner of the partnership or joint venture 
(a “General Partner”); and 
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(iii) there is recourse, by contract or operation of law, with respect to the payment of such 
Indebtedness to property or assets of such Person or a Subsidiary of such Person; and then such 
Indebtedness shall be included in an amount not to exceed: 

(a) the lesser of (i) the net assets of the General Partner and (ii) the amount of such 
obligations to the extent that there is recourse, by contract or operation of law, to the 
property or assets of such Person or a Subsidiary of such Person; or 

(b) if less than the amount determined pursuant to clause (a) immediately above, the actual 
amount of such Indebtedness that is recourse to such Person or a Subsidiary of such 
Person, if the Indebtedness is evidenced in writing and is for a determinable amount and 
the related interest expense shall be included in Consolidated Interest Expense to the 
extent actually paid by the Issuer or any Subsidiary; 

“Indebtedness for Borrowed Money” means any Indebtedness of any Person for or in respect of (i) 
moneys borrowed, (ii) amounts raised by acceptance under any acceptance credit facility, (iii) amounts 
raised pursuant to any note purchase facility or the issue of bonds, notes, debentures, loan stock or 
similar instruments, (iv) the amount of any liability in respect of leases or hire purchase contracts 
which would, in accordance with generally accepted accounting standards in the jurisdiction of 
incorporation of the lessee, be treated as finance or capital leases, (v) the amount of any liability in 
respect of any purchase price for assets or services the payment of which is deferred primarily as a 
means of raising finance or financing the acquisition of the relevant asset or service and (vi) amounts 
raised under any other transaction (including any forward sale or purchase agreement and the sale of 
receivables or other assets on a “with recourse” basis) having the commercial effect of a borrowing; 

“Independent Appraiser” means any of PricewaterhouseCoopers LLC, KPMG LLC, Deloitte & 
Touche LLP, Ernst & Young LLP or such other reputable financial institution, accountancy or appraisal 
firm of international standing appointed at its expense by the competent management body of the 
Issuer or relevant Subsidiary; provided it is not an Affiliate of the Issuer or any Subsidiary; 

“Interest Rate Agreements” means, with respect to any Person, any interest rate protection 
agreement, interest rate future agreement, interest rate option agreement, interest rate swap agreement, 
interest rate cap agreement, interest rate collar agreement, interest rate hedge agreement or other 
similar agreement or arrangement as to which such Person is party or a beneficiary; 

“Investment” in any Person means any direct or indirect advance, loan (other than advances to 
customers in the ordinary course of business that are recorded as accounts receivable on the balance 
sheet of the lender) or other extensions of credit (including by way of guarantee or similar arrangement 
but excluding amounts represented by deposits with a bank or other financial institution) or capital 
contribution to (by means of any transfer of cash or other property to others or any payment for 
property or services for the account or use of others), or any purchase or acquisition of Capital Stock, 
Indebtedness or other similar instruments issued by such Person, provided that each of the following 
shall not be deemed to be an Investment: 

(a) Hedging Obligations entered into in the ordinary course of business; and 

(b) endorsements of negotiable instruments and documents in the ordinary course of business.  

If the Issuer or any Subsidiary issues, sells or otherwise disposes of any Capital Stock of a Person that 
is a Subsidiary such that, after giving effect thereto, such Person is no longer a Subsidiary, any 
Investment by the Issuer or any Subsidiary in such Person remaining after giving effect thereto will be 
deemed to be a new Investment at such time. The acquisition by the Issuer or any Subsidiary of a 
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Person that holds an Investment in a third Person will be deemed to be an Investment by the Issuer or 
any Subsidiary in such third Person at such time. Except as otherwise provided for herein, the amount 
of an Investment shall be its Fair Market Value at the time the Investment is made and without giving 
effect to subsequent changes in value; 

“Issue Date” means 29 July 2011; 

“Lien” means any mortgage, pledge, encumbrance, easement, restriction, covenant, right of way, 
servitude, lien, charge or other security interest (including, without limitation, anything analogous to 
any of the foregoing under the laws of any jurisdiction and any conditional sale or other title retention 
agreement or lease in the nature thereof); 

“Material Adverse Effect” means a material adverse effect on (a) the business, property, condition 
(financial or otherwise), operations or prospects of the Issuer or any of its Subsidiaries or the Group, 
(b) the Issuer’s ability to perform its obligations under the Notes or the Trust Deed or (c) the validity, 
legality or enforceability of the Notes or any Agreement; provided that, to the extent that the Trustee is 
directed to take any action by an Extraordinary Resolution of Noteholders or so requested in writing by 
not less than two Non-Affiliated Noteholders holding at least 25 per cent. in aggregate principal 
amount of the Notes outstanding, and any such action requires the determination of whether an event 
or occurrence has had a Material Adverse Effect, the Trustee shall have no duty to enquire or satisfy 
itself as to the existence of an event or occurrence having a Material Adverse Effect and shall be 
entitled to rely conclusively upon such Extraordinary Resolution or request of the Noteholders 
regarding the same, and shall bear no liability of any nature whatsoever to the Issuer, any Noteholder 
or any other Person for acting upon such Extraordinary Resolution or request of the Noteholders; 

“Net Cash Proceeds” with respect to any issuance or sale of Capital Stock or Indebtedness, means the 
cash proceeds of such issuance or sale net of lawyers’ fees, accountants’ fees, underwriters’ or 
placement agents’ fees, discounts or commissions, and brokerage, consultant and other fees actually 
incurred in connection with such issuance or sale and net of taxes paid or payable as a result thereof; 

“Officer” means, with respect to any Person, any managing director, director, general director, the 
chairman of the board, the president, any vice president, principal executive officer, deputy general 
director, the chief financial officer, principal financial officer, principal accounting officer, the 
controller, the treasurer or the secretary of such Person or any general partner or other person holding a 
corresponding or similar position of responsibility; 

“Officers’ Certificate” means a certificate signed on behalf of the Issuer by two Officers of the Issuer 
at least one of whom shall be the principal executive officer of the Issuer; 

“Opinion of Counsel” means a written opinion from legal counsel of international standing who is 
acceptable to the Trustee; 

“Original Financial Statements” means the audited consolidated financial statements of the Issuer as 
at and for the year ended 31 December 2010; 

“Permitted Business” means (a) the production, transportation and processing of nitrogen-based 
fertilisers, chemical products and industrial gases, (b) any sales and marketing relating to any of the 
foregoing, (c) research and development, social responsibility and staff training and infrastructure 
development; (d) any business reasonably related, ancillary or complementary thereto and (e) any 
activity as set out in the Issuer’s Statutes as activities of the Issuer as at the Issue Date; 

“Permitted Liens” means, without duplication: 
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(i) Liens existing as at the Issue Date, provided that the principal amount secured by such Lien has 
not been increased since the Issue Date; 

(ii) Liens granted in favour of the Issuer or any Subsidiary; 

(iii) any Liens arising by operation of law or in the ordinary course of business (including, without 
limitation, Liens arising pursuant to forward gas contracts and other Commodity Hedging 
Agreements entered into in the ordinary course of business); 

(iv) Liens for ad valorem, income or property taxes or assessments and similar charges which either 
are not delinquent or are being contested in good faith by appropriate proceedings and for which 
the Issuer or any Subsidiary has set aside in its accounts reserves to the extent required by 
Accounting Standards; 

(v) Liens on the property, income or assets of the Issuer or any Subsidiary securing Indebtedness to 
the extent that the total value of any such property, income or assets secured by such Liens does 
not exceed €10,000,000; 

(vi) a right of set off, right to combine accounts or any analogous right which any bank or other 
financial institution may have relating to any credit balance of any of the Issuer or its Subsidiaries; 

(vii) any Liens arising out of the refinancing, extension, renewal or refunding of any Indebtedness 
secured by a Lien permitted by any of the above exceptions, provided that the Indebtedness 
thereafter secured by such Lien does not exceed the amount of the original Indebtedness and such 
Lien is not extended to cover any property not previously subject to such Lien; 

“Person” means any individual, corporation, partnership, limited liability company, joint venture, 
association, joint stock company, trust, unincorporated organisation, government, or any agency or 
political subdivision thereof or any other entity; 

“Potential Event of Default” means any event or circumstance which in the Issuer’s reasonable 
opinion could, with the expiry of a grace period, the passage of time, the giving of notice and/or the 
fulfilment of any other requirement become an Event of Default; 

“Preferred Stock” as applied to the Capital Stock of any Person, means Capital Stock of any class or 
classes (however designated) which is preferred as to the payment of dividends or distributions, or as 
to the distribution of assets upon any voluntary or involuntary liquidation or dissolution of such 
Person, over shares of Capital Stock of any other class of such Person; 

“Production Assets” means property, plant and equipment of the Group determined in accordance 
with Accounting Standards;  

 “Rating Agency” means Standard & Poor’s Ratings Services, Moody’s and/or Fitch Ratings, or their 
respective successors or any rating agency substituted for any of them by the Issuer from time to time 
with the prior written approval of the Trustee; 

“Relevant Date” in respect of any Note or Coupon means the date on which payment in respect of it 
first becomes due or (if any amount of the money payable is improperly withheld or refused) the date 
on which payment in full of the amount outstanding is made or (if earlier) the date seven days after 
that on which notice is duly given to the Noteholders or Couponholders that, upon further presentation 
of the Note or Coupon being made in accordance with the Conditions, such payment will be made, 
provided that payment is in fact made upon such presentation; 

"Relevant Period" means 
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(a) each financial year of the Issuer; and 

(b) each period beginning on the first day of the second half of a financial year of the Issuer and 
ending on the last day of the first half of its next financial year. 

“Sale/Leaseback Transaction” means an arrangement relating to property now owned or hereafter 
acquired whereby the Issuer or a Subsidiary transfers such property to a Person and the Issuer or a 
Subsidiary leases it from such Person; 

“Stated Maturity” means  

(a) with respect to any Indebtedness, the date specified in such Indebtedness as the fixed date on 
which the final instalment of principal of such Indebtedness is due and payable; and 

(b) with respect to any scheduled instalment of principal of or interest on any Indebtedness, the date 
specified in such Indebtedness as the fixed date on which such instalment is due and payable; 

“Subsidiary” means any corporation, partnership, joint venture, association or other business entity, 
whether now existing or hereafter organised or acquired, (a) in the case of a corporation, of which 
more than 50 per cent. of the total voting power of the Voting Stock is held by the Issuer and/or any of 
its Subsidiaries and the Issuer and/or any of its Subsidiaries has the power to direct the management, 
policies and affairs thereof; or (b) in the case of a partnership, joint venture, association, or other 
business/entity, with respect to which the Issuer or any of its Subsidiaries has the power to direct or 
cause the direction of the management and policies of such entity by contract, if (in the case of each of 
(a) or (b) above) in accordance with IFRS such entity would be consolidated with the Issuer for 
financial statement purposes; 

“TARGET Business Day” means a day on which the TARGET System is open for the settlement of 
payments in Euro; 

“TARGET System” means the Trans-European Automated Real-Time Gross Settlement Express 
Transfer (TARGET2) system or any successor thereto; 

“taxes” means any taxes (including any penalty or interest payable in connection with any failure to 
pay or any delay in paying any of the same) which are now or hereafter imposed, levied, collected, 
withheld or assessed by any competent taxing authority; 

“Total Assets” means the consolidated assets of the Issuer as shown on the latest available annual or 
semi-annual consolidated balance sheet of the Issuer prepared in accordance with IFRS; 

“U.S.$” denotes the lawful currency of the United States of America; and 

“Voting Stock” of a Person means all classes of Capital Stock of such Person then outstanding and 
normally entitled (without regard to the occurrence of any contingency) to vote in the election of the 
board of directors, managers or trustees (or Persons performing similar functions). 
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Summary of Provisions relating to the Notes while in Global Form 

The Global Note contains provisions which apply to the Notes while they are in global form, some of which 
modify the effect of the terms and conditions of the Notes set out in this Information Memorandum. The 
following is a summary of certain of those provisions: 

1 Principal Amount and Exchange 

The Global Note is exchangeable in whole but not in part (free of charge to the holder) for the Definitive 
Notes described below in the event that the Global Note is held on behalf of a relevant Clearing System and 
such relevant Clearing System is closed for business for a continuous period of 14 days (other than by reason 
of holidays, statutory or otherwise) or announces an intention permanently to cease business or does in fact do 
so. Thereupon, the holder may give notice to the Principal Paying Agent of its intention to exchange the 
Global Note for Definitive Notes on or after the Exchange Date (as defined below) specified in the notice. 

On or after the Exchange Date, the holder of the Global Note may surrender the Global Note to or to the order 
of the Principal Paying Agent. In exchange for the Global Notes, the Issuer shall deliver, or procure the 
delivery of, an equal aggregate principal amount of duly executed and authenticated Definitive Notes (having 
attached to them all Coupons in respect of interest which has not already been paid on the Global Note), 
security printed in accordance with any applicable legal and stock exchange requirements and in or 
substantially in the form set out in Schedule 1 to the Trust Deed. On exchange of the Global Note, the Issuer 
will, if the holder so requests, procure that it is cancelled and returned to the holder together with any relevant 
Definitive Notes. 

“Exchange Date” means a day falling not less than 60 days after that on which the notice requiring exchange 
is given and on which banks are open for business in the city in which the specified office of the Principal 
Paying Agent is located and in the cities in which the relevant clearing system is located. 

2 Payments 

Payments of principal, premium and interest in respect of Notes represented by the Global Note will be made 
against presentation for endorsement and, if no further payment falls to be made in respect of the Notes, 
surrender of the Global Note to or to the order of the Principal Paying Agent or such other Paying Agent as 
shall have been notified to the Noteholders for such purpose. A record of each payment to made will be 
endorsed in the appropriate schedule to the Global Note, which endorsement will be prima facie evidence that 
such payment has been made in respect of the Notes. For the purpose of any payment made in respect of a 
Global Note, Condition 6(d) shall not apply and all such payments shall be made on a day on which 
commercial banks and foreign exchange markets are open in the financial centre of the currency of the Notes. 

3 Notices 

So long as the Notes are represented by the Global Note and the Global Note is held on behalf of a relevant 
Clearing System, notices to Noteholders may be given by delivery of the relevant notice to that relevant 
Clearing System for communication by it to entitled accountholders in substitution for publication as required 
by the Conditions, except that, so long as the Notes are listed on the Luxembourg Stock Exchange’s Euro 
MTF market and the rules of that Exchange so require, notices shall also be published either on the website of 
the Luxembourg Stock Exchange (www.bourse.lu) or in a leading newspaper having general circulation in 
Luxembourg (which is expected to be the Luxemburger Wort). 
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4 Prescription 

Claims against the Issuer in respect of principal, premium and interest on the Notes while the Notes are 
represented by the Global Note will become void unless it is presented for payment within a period of 10 
years (in the case of principal and premium) and five years (in the case of interest) from the appropriate 
Relevant Date (as defined in Condition 18). 

5 Meetings 

The holder of the Global Note shall (unless the Global Note represents only one Note) be treated as being two 
persons for the purposes of any quorum requirements of a meeting of Noteholders and, at any such meeting, 
as having one vote in respect of each €1,000 in principal amount of Notes. 

6 Purchase and Cancellation 

Cancellation of any Note following its purchase will be effected by reduction in principal amount of the 
Global Note. 

7 Trustee’s Powers 

In considering the interests of Noteholders while the Global Note is held on behalf of a relevant Clearing 
System, the Trustee may have regard to any information provided to it by such relevant Clearing System or its 
operator as to the identity (either individually or by category) of its accountholders with entitlements to the 
Global Note and may consider such interests as if such accountholders were the holder of the Global Note. 

Similarly, where the Conditions provide that the Trustee shall act if requested to do so by not less than two 
Noteholders, the Trustee may accordingly regard directions from individual accountholders as if such 
accountholders were individual respective Noteholders. 

8 Put Option 

The Noteholders’ put option in Condition 5 may be exercised by the holder of the Global Note giving notice 
to the Principal Paying Agent of the principal amount of Notes in respect of which the option is exercised 
within the time limits and pursuant to the conditions specified in Condition 5.  
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Use of Proceeds 

The net proceeds of the issue of the Notes, expected to amount to approximately €49,666,000 less fees, will 
be used solely for the repayment of two loans granted by Magyar Fejlesztési Bank Zrt. in favour of the 
Company (see “Banking Facilities”). 
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Description of Issuer 

OVERVIEW 

Nitrogénművek Zrt. (the “Company”) is the sole producer of nitrogen-based fertilisers in Hungary with an 
annual capacity of approximately one million tonnes of fertiliser and a market share of the Hungarian 
nitrogen-based fertiliser market of 67 per cent. as at 31 December 2010.  

The legal name of the Company is Nitrogénművek Vegyipari Zártkörűen Működű Részvénytársaság, and its 
registered office is at H-8105 Pétfürdő, Hősök tere 14, Hungary. The Company was incorporated as a private 
company with limited liability (zártkörűen működő részvénytársaság) under the Act Nr. VI./1988 on the 
Business Associations (recent effective legislation Act Nr. IV./2006) on 1 February 1990.  

The Company’s principal products are calcium ammonium nitrate (“CAN”), ammonium nitrate, urea and 
nitrosol. The Company’s products are largely sold to agricultural producers, both in Hungary and in 
neighbouring countries. 

In the year ended 31 December 2010, the Company produced 518,149 tonnes of CAN, 167,525 tonnes of 
ammonium nitrate, 146,883 tonnes of urea and 81,613 tonnes of nitrosol.  

Total sales revenues for the same period amounted to HUF 59,885 million, comprising HUF 23,780 million 
for CAN, HUF 10,124 million for ammonium nitrate, HUF 10,182 million for urea and HUF 2,793 million 
for nitrosol.  

Total sales revenues for the years ended 31 December 2010 and 31 December 2009 amounted to HUF 59,884 
million and HUF 47,625 million respectively. 

The Company’s headquarters and main production facilities are situated in Pétfürdő, between Veszprém and 
Székesfehérvár, south-west from Budapest, Hungary.  

Mr. László Bige together with his son, Mr. Zoltán Bige, own all of the shares in the Company. 

History 

Fertiliser production began in Petfürdő in 1931 when the Hungarian Ammonia Factory was established to 
produce nitrogen-based chemicals from the locally-mined lignite. In the same year the Pét Nitrogen Fertiliser 
Factory was established. In 1933, the two factories merged under the name of Péti Nitrogén Műtrágyagyár Rt.  

The production facilities underwent modernisation and expansion programmes at various stages during the 
next 30 years in order to implement more efficient technologies and to meet the increasing demand from 
Hungarian agricultural users. In 1968, an ammonia plant (running on natural gas) was built, together with 
atmospheric nitric acid plants (partially pressurised) and a urea plant and complex fertiliser factory. With this 
change in plant, the principal raw material used in the production of ammonia was changed from lignite to 
natural gas. The switch to natural gas resulted in improvements to the Company’s productivity and energy 
consumption levels; it also brought environmental benefits and represented a move away from the less 
healthy working conditions that are associated with mining and with coal-fired/lignite production facilities. 

A new fertiliser factory was built close to the original site as part of a large Hungarian state investment 
between 1970 and 1975 to meet a growth in agricultural demands experienced in the late 1960s and early 
1970s. These plants are still in operation today and they represent the Company’s main production site. 

During the 1990s, the Company renewed its focus on improving energy efficiency and reducing the 
environmental impact of production, as well as shutting down inefficient activities and products. The majority 
of the old production units were closed due to the decline in market demand or inefficient technologies used 
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(for instance, the NPK fertiliser, isopropyl amine and furfurylalcohol production facilities). The old ammonia, 
urea, nitric acid and fertiliser units were closed.  

Bige Holding Invest Kft, which is solely owned by Mr. László Tibor Bige and Mr. Zoltán Bige, bought 
Nitrogénművek in 2002 from MOL Magyar Olaj- és Gázipari Rt. (MOL Hungarian Oil and Gas Public 
Limited Company) and Hydro Central Europe B.V.  

László Tibor Bige and his son, Zoltán Bige, became the direct shareholders of Nitrogénművek in 2003. 

In 2003, the Company joined the European Fertiliser Manufacturers Association (“EFMA”), and since 2004 
the Company has marketed its products under the Genezis brand name and has developed a national sales 
network (as further described under “Sales and Marketing”). 

In 2004, a nationwide consulting network was set up and the company started to sell the fertiliser products of 
Bige Holding Kft. In 2005, an investment project was launched by the Company at a cost of approximately 
EUR 100 million; this included the construction of a dual-pressure acid plant, a fertiliser plant to produce 
granulated fertiliser, a cooling tower system and a flexible fertiliser packaging plant. In 2007, these plants 
went into operation. The new plants enhanced the energy efficiency of the Company and raised its annual 
capacity, and thus enabled the old nitric acid plants to be closed down.  

The value of fixed assets of the Company’s fertiliser factories and of the Pét Nitrogen Fertiliser Factory was 
valued at EUR 400 million as of 30 June 2010 by American Appraisal Co. 

Organisational structure 

The following chart describes the Bige group’s corporate structure: 

 

The Company is a private company limited by shares with a registered share capital of HUF 1,518,000,000. 
As at 31 December 2010, the Company had 1,600 issued and outstanding shares of the same class with a 
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nominal value of HUF 330,000 each, all of which were fully paid, and 3,000 shares which are currently not 
paid for and have not yet been issued. Each share is entitled to one vote. Mr. László Tibor Bige owns 95 per 
cent. of the shares. The remaining 5 per cent. are owned by Mr. Zoltán Bige.  

Mr. László Tibor Bige is the Chairman CEO of the Company. 

Following the change of regime in 1991, Mr. László Tibor Bige founded his first company, Bige Holding Kft., 
(which initially was called, Bige Heringh Kft.), which was a chemicals trading company. 

Mr. László Tibor Bige’s company – Bige Holding Kft. – acquired the majority of shares of Tiszamenti 
Vegyiművek Rt. in 1997 when it was privatised. Tiszamenti Vegyiművek Rt. has operated as Bige Holding 
Kft. since 2004. 

The following diagram shows the internal organisational structure of the Company: 

 

 

 

 

 

 

 

 

 

 

Competitive Strengths 

The Company’s principal competitive strengths can be summarised as follows: 

• Regional leader 

The Company is the sole producer of nitrogen-based fertilisers in Hungary and one of the largest in 
Central Europe with a total 1 million tonne/year production capacity. The Company’s share of the 
Hungarian nitrogen-based fertiliser market stood at 67 per cent. in 2010 and the Company aims to keep 
it around that level in the future. The Company believes that such market presence allows it to better 
understand local trends, react faster to demand changes and seasonality, and optimise margins.  

The Company’s production facilities operate to high technological standards, which provide the 
Company with operational flexibility to adjust its product mix quickly and at an optimal cost to 
respond to evolving demand. The Company’s total sales volumes amounted to 926,000 tonnes in 2010, 
compared to 809,000 tonnes in 2009 and 637,000 tonnes in 2008. 

• Strategic location and cost advantages 

The Company’s location in Central Europe and within the European Union gives it unique access to 
serve a diversified mix of large and high-growth markets, such as Poland, Germany, Austria, the Czech 
Republic, Slovakia, Romania, Serbia and Slovenia. The Company considers its position in those 
markets is assisted by (i) transportation costs that make it uneconomical to transport nitrogen-based 
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fertilisers beyond a 1000- km radius from the production centre, (ii) EU tariffs for fertilisers produced 
outside the EU and (iii) its proximity and regional transportation infrastructure that allows the 
Company to react quickly to evolving demand. 

Additionally, being the largest producer in the region generates economies of scale in procurement, 
production and transportation that the Company’s Central European competitors cannot match. 
Furthermore, physical proximity of abundant dolomite significantly reduces its costs to produce high 
margin products such as calcium ammonium nitrate. 

• Procurement strategy 

Following the 2008 economic crisis, the Company decided to change its natural gas procurement 
policy from U.S. Dollar-, oil-linked long-term contracts to a more dynamic combination of spot and 
short-term purchases on the Central European Gas Hub (“CEGH”) in Vienna. The Company believes 
this strategy adopted in early 2009 generates the following advantages: (i) it matches procurement 
practices followed by global industry leaders; (ii) it provides a natural hedge to the Company’s former 
foreign exchange exposure by switching purchases in U.S. Dollars for natural gas denominated in 
Euros that match the Company’s sales in Euros; and (iii) CEGH prices have been on average 35 per 
cent. lower, including transportation costs, in 2010 than the oil-linked natural gas prices paid by many 
of the Company’s regional competitors. Please see “Procurement and Supply” for further details on 
cost differentials related to natural gas prices. 

• Product diversity and quality 

The Company can offer to its clients and partners a wide range of nitrogen-based and other complex 
fertilisers such as NPK. Many of the Company’s regional competitors have smaller plants that can only 
produce one or a limited amount of prilled products. The Company’s ability to offer granulated 
calcium ammonium nitrate and ammonium nitrate that optimise timely dosage into the soil 
differentiates the Company from many of its Eastern European competitors. Additionally, the 
Company can package its products in several formats and sizes that match the consumption patterns of 
its clients. 

• Distribution network and strong brand recognition 

The Company employs a network of 45 sales agents in Hungary to distribute and promote its products. 
The Company estimates that it reaches 6,000 clients and end-users per month, the sales force identifies 
client consumption patterns early on which informs production plans as well as competitive changes. 
The Company believes this is a critical element of its ability to defend its domestic market share and 
profitability. Moreover, its network acts as adviser to end users by providing technical knowledge and 
analysis of soil samples and crop yields to design optimal fertilisation plans. 

In 2004, the Company consolidated all its products under the Genezis brand and developed a 
marketing strategy to differentiate its products from the products of its competitors. The Company 
believes its clients and partners in Hungary associate the brand with high quality products that warrant 
a price premium.  

• Strong management team and stable, experienced workforce 

The Company has a dynamic management team with extensive domestic and international expertise 
and a proven management track record in improving the operating results of the Company’s production 
assets. Members of the Group’s senior management team combine industry and marketing expertise 
with extensive financial and management experience. 
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Business Strategy 

The Company’s main strategic objective is to continue to be the leading Central European nitrogen-based 
fertiliser producer.  To achieve this objective, the Company intends to implement a strategy which includes 
the following key elements. 

• Retain a dominant position in Hungary 

Hungary is the Company’s largest and most profitable market and it will preserve and seek to improve 
its relationships with end users and partners to address their needs and sustain its brand recognition. To 
do so, the Company will continue to invest in its distribution network to provide advice to consumers 
and adjust the Company’s production plans to match domestic demand. 

• Diversify and seize organic growth opportunities in high-potential neighbouring markets 

The Company will pursue international growth as a means to diversify economic risk. This initiative is 
destined to create buffers in case of unexpected slowdowns in domestic demand and as a tool to protect 
profitability in Hungary. Furthermore, the Company believes some of the neighbouring markets offer 
high growth opportunities that could absorb contemplated capacity upgrades in its plants. Among 
others, Germany represents a priority for the Company with very attractive pricing dynamics and 
market size. Poland is another priority market with high volume potential and a fragmented market that 
is open for new entrants. 

In order to tackle this opportunity, the Company intends to continue expending the Company’s 
network of international distributors and partners, keeping its operational shutdown time to 30 days 
every two years, as well as invest selectively to increase the Company’s capacity in their production 
bottlenecks. Namely, the Company plans to invest up to €40 million in the period from 2011 to 2014 in 
the expansion of their ammonia plant from 1,200 tonnes/day up to 1,400 or 1,650 tonnes/day (see 
“Investment Strategy”). 

• Environmental protection 

The Company continues to strive to achieve high standards of environmental protection, health and 
safety and plans to continue to promptly adapt to evolving environmental legislation. 

• Generate cost savings by actively managing energy consumption 

The Company’s energy consumption - both natural gas and electricity - represents 60 per cent. of total 
operating cost. The Company is committed to keep improving its operations to reduce the specific 
energy consumption in its processes. The Company is planning investments of up to 40 million over 
the next three years intended to reduce energy consumption by 10 per cent. in its ammonia plant. 

The Company’s natural gas procurement strategy is critical in its attempts to reduce costs. The 
Company has secured transportation capacity on a long-term basis for the main pipelines serving its 
plants. Although it is currently purchasing natural gas in the CEGH, the Company remains vigilant to 
market prices and will opportunistically commit to longer term contracts or consider purchasing a 
portion of their required volumes in other markets and under different pricing formulae. 

• Maintain a prudent financial strategy 

The fertiliser business remains volatile and unexpected margin and demand swings can affect the 
Company’s ability to deploy capital. Accordingly, the Company will continue to be disciplined and use 
its partners to provide financing to fertiliser end users. The Company’s sales will continue to be pre-
paid by its clients in order to minimise credit risk and working capital needs. Furthermore, the 
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Company is diversifying its funding sources away from commercial banks in order to preserve 
working capital availability. Finally, the Company intends to maintain a prudent capital structure with 
net debt not exceeding two-and-a-half times EBITDA in the future. 

PRODUCTS 

Nitrogen-based fertilisers 
Nitrogen-based fertilisers are one of three main groups of artificial fertilisers, along with phosphorus-bearing 
products and potassium-bearing products. According to the International Fertiliser Association, global 
agricultural consumption for the three principal crop nutrients in 2008 was approximately 169 million tonnes. 
This amount comprised approximately 101 million tonnes, or 60 per cent., of nitrogen, 39 million tonnes, or 
23 per cent., of phosphate and 29 million tonnes, or 17 per cent., of potassium-bearing products. Nitrogen, the 
key element of nitrogen-based fertilisers, is essential for plant growth and development as it is the main 
constituent of protein. Nitrogen supply performs an important role in determining a plant’s growth, vigour, 
colour and yield. Nitrogen is the plant nutrient most widely needed to meet the requirements for high crop 
yields. It is also an important constituent of chlorophyll. As a basis of nearly all nitrogen-based fertilisers, 
ammonia can be applied directly to the soil; however, for a number of reasons, including environmental, more 
often it is processed into other nitrogen-based products before application. 

The Company’s core product range includes: 

• Ammonium Nitrate (“AN”); 

• Calcium Ammonium Nitrate (“CAN”); 

• Urea; 

• Nitrosol; and 

• Other chemical products and industrial gases. 

Set out below are further details for each of these categories of products and the primary products they 
include. 

Ammonium nitrate 
Ammonium nitrate is produced by way of neutralisation of ammonia gas with unconcentrated nitric acid and 
subsequent granulation. It is sold by the Company as a finished product and is mainly used as a fertiliser in 
agriculture. AN fertiliser comprises 34 per cent. nitrogen. It has advantages in its uniform particle size (in 
both prilled and granulated form) and low transportation costs. 

Calcium Ammonium Nitrate 
Ammonium nitrate was traditionally the principal fertiliser made by the Company. However, more recently it 
has become more popular to combine ammonium nitrate with calcium oxide and magnesium oxide. This 
product, containing 27 per cent. nitrogen, 7 per cent. calcium oxide and 5 per cent. magnesium oxide, has 
been proved to improve environmental and agronomical properties. It is now the most popular nitrogen-based 
fertiliser among Hungarian and many foreign agricultural producers. AN and CAN products are marketed 
under the name Pétisó. The Company owns the patent to the name “Pétisó” (registered under Number 114929 
at the Hungarian Patent Office), and it renews this patent on an annual basis. The product range includes 
prilled and granulated form Pétisó, as well as Pétisó combined with sulphur. The calcium oxide, and other 
‘dolomite’ raw materials used in the production of CAN, are mined locally around the Pétfürdő production 
site.  



 

52 

Urea 
Urea is an organic compound of carbon, nitrogen (46 per cent.), oxygen and hydrogen and is produced from 
synthetic ammonia and carbon dioxide as an assortment of granules, flakes, pellets, crystals and solutions. 
Urea is the most widely used dry nitrogen-based fertiliser. It is a solid nitrogen product typically applied in 
granular form. Once applied to the soil, urea is converted to ammonia, which reacts with water to form 
ammonium. 

Nitrosol 
Nitrosol is a liquid fertiliser containing 30 per cent. nitrogen. Agricultural producers can apply Nitrosol as a 
spray. This has the advantage of being able to be applied in a more accurate uniform dosage.  

NPK 
NPK is the name given to a group of compound fertilisers to which have been added further agronically 
‘active’ ingredients such as phosphates and potassium. The exact amounts of the active ingredients is 
accurately measured in order to produce NPK products which are tailored to meet specific customer needs.  

In 2010, 84 per cent. of the Company’s sales revenue were attributable to Pétisó, ammonium nitrate, urea and 
nitrosol products. The remaining 16 per cent. of sales revenue was from the sales of raw chemical products 
and other chemical products. 

Production Volumes 
The following table sets out the production volumes of the Company’s primary products for the three years 
ended 31 December 2008, 2009 and 2010. 

  Year ended 31 December  

  2008 2009 2010 

  (Thousand tonnes)  

Pétisó/CAN ....................................................................... 303,504 421,184 517,289 

Ammonium nitrate ............................................................ 200,312 198,697 167,525 

UREA................................................................................ 119,452 139,319 146,882 

Nitrosol ............................................................................. 67,892 62,183 81,602 

Total.................................................................................. 691,600 821,383 913,298 

 

Note: The table above sets out the volume of production of certain principal products of the Company, irrespective of 
whether such products are sold to the Company’s customers or utilised in other production processes by the 
Company.  
 

PRODUCTION 

The Company’s main production facilities are situated on a 140 hectare site at Pétfürdõ village, between 
Veszprém and Székesfehérvár, south-west from Budapest, Hungary. The Company owns 434 hectares in the 
surrounding area on which, for instance, the Company’s sewage treatment plant is located and from where 
water used by the production facilities is sourced. The current production facilities comprise five main 
production plants: (i) the ammonia plant (which started production in 1975), (ii) nitric acid plant (2007); urea 
plant (1975); (iv) granulation plant (2007) and CAN plant (1975). The production units and the closely related 
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energy supply units (water, natural gas, steam and electricity) are intended to be used continuously, and 
production is most efficient if energy and raw materials are supplied at a continuous rate. The Company, 
therefore, plans on the basis of shutting down production entirely for a period of approximately one month 
every two years, during the summer months, in order to perform any maintenance required on the production 
facilities.  

Almost 60 per cent. of production and service units are controlled by computer-aided process management 
systems (DCS systems). This process also includes some safety benefits. The Company has purchased 
software licences in respect of its DCS systems which it can use for an unlimited period (the licensors are 
Honeywell & Emerson Co.). 

The main contractor for the Nitric Acid plant is Chemoproject s.a., and for the Ammonium Nitrate and CAN 
plants it is Prochem s.a., both of whom have granted the necessary patents and licences to the Company for an 
unlimited period. 

The Company’s ammonia plant produces on average 1,200 tonnes per day ammonia using the ‘Kellogg 
process’. This is the standard production method used throughout the world by nitrogen-based fertiliser 
producers. 

Ammonia is used as a raw material for urea and ammonium nitrate-based solid and liquid fertilisers. 30  per 
cent. of ammonia is used for urea production in the Company’s ‘CO2 stripping’ type urea plant, where the 
Company produces 600 tonnes/day of prilled urea. 

Half of the remaining ammonia is used for nitric acid production in the Company’s new, high capacity dual 
pressure nitric acid plant, where the Company produces 1,650 tonnes/day diluted nitric acid (60 per cent. 
concentration). The vaporised ammonia mixed with air is reacted in a high temperature (900 degrees Celsius) 
platinum gauze, forming nitrogen-monoxide. The exotherm reaction heat is used for steam production. 
Nitrogen oxide is reacted with remaining oxygen forming nitrogen dioxide that after compressing to a higher 
pressure is absorbed in an absorption column forming nitric acid.  

In the Company’s fertilisers plants, nitric acid is neutralised with ammonia gas in atmospheric pressure or 
under pressurised reactors. Some of the exothermic reaction heat is used for removing the majority of the 
water content of the acid. The remaining moisture is removed in different evaporators to produce a practically 
water free ammonium-nitrate melt. This melt is mixed together with previously milled, dried dolomite 
powder. In the older plant – originally a Norsk Hydro complex fertiliser process – the Company produces 
either CAN-27 or AN-34 (if dolomite powder is not used) with a prilling process. After screening, cooling and 
anti-caking, the Company stores the fertilisers in bulk or smaller packaging (50 kg package or 700 kg larger 
bags). In the new granulation plant – so called ‘pug-mill’ granulation process, licensed by Zaklady Azotowe 
Kendzezyn (“ZAK”), Poland, is used. This process involves the ammonium nitrate melt being fed to the ‘pug-
mill’ granulator.  After shaping, the moisture content is removed in a long large diameter drying drum. After 
screening, the normal particle size fraction is cooled and transported to either the bulk storage or to the 
packaging plant. 

Production Capacity 
95 per cent. of production takes place in five core plants (ammonia, nitric acid, urea and the two fertiliser 
plants). 
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The following table sets out the current annual production capacity for the Company’s principal products: 

  

Capacity 
(tonne/day)  

Capacity 
(tonne/year)  

Ammonia......................................................................................................  1,200  400,000 
Nitric Acid....................................................................................................  1,650  560,000 
Urea..............................................................................................................  600  200,000 
Ammonium nitrate, 34 per cent. Nitrogen in Prilling Plant  1,400  450,000 
Pétisó (CAN, 27 per cent. Nitrogen in Prilling Plant) ..................................  1,400  435,000 
Ammonium nitrate, 34 per cent.) Nitrogen in Granulation Plant)................  1,100  330,000 
Pétisó (CAN, 27 per cent. Nitrogen in Granulation Plant)...........................  1,400  435,000 
Nitrosol ........................................................................................................  1,800  500,000 
Note: The ratios between daily and yearly capacities are different due to plant shut downs and planned 
maintenance. 

The Company has had an MSZ EN ISO 9001 quality assurance system in place since 1997, and has operated 
since 2000 in accordance with the provisions of the MSZ EN ISO 14001 environmental management system.  

PROCUREMENT AND SUPPLY 

The basic component for fertiliser production is ammonia which is produced by the Company from natural 
gas. Energy costs are the key cost elements of the Company (being responsible for approximately 65 per cent. 
of total operating costs in the year ended 31 December 2010). The natural gas consumption of the Company 
was 500 million m3 in the year ended 31 December 2010. The Company is one of the largest gas consumers 
in Hungary. After natural gas, the next main source of energy in terms of volume is electricity, and the 
Company’s consumption was approximately 150 GWh. 

Natural Gas Procurement 
The natural gas supplier to the Company prior to 2008 was EMFESZ, and later E.ON Földgáz Trade and Shell 
before the crisis at the end of 2008. Pricing  was based on the ‘Gazprom formula’ (under which the gas price 
follows the price of two oil distillates). Following a commercial dispute with EMFESZ and Shell, the supply 
contracts were terminated and the Company was supplied by E.ON until February 2009. See the sections 
“Litigation – Shell” and “Litigation – EMFESZ”.  

Since the beginning of 2009, the Company has been purchasing its natural gas supplies from Western 
European gas markets directly (from the Netherlands, England, Germany and Austria). The natural gas is 
directly sourced in Austria through the Central European Gas Hub (“CEGH”). Both ‘over-the-counter’ and 
stock exchange trading takes place through the CEGH, where there are almost 100 active traders. CEGH is 
the only gas trading outlet in Central and Eastern Europe and the Company believes that it benefits from a 
significant competitive advantage over its regional rivals since it is close to the CEGH outlet and the 
Company has secured access to this infrastructure. 

Purchasing Strategy 
The Company purchases natural gas on the ‘spot’ market, ensuring that the Company stays abreast of market 
trends. Currently the ‘spot’ market price is generally found to be lower than the ‘Gazprom formula’ price 
because it reflects prevailing supply and demand of natural gas in the region rather than across trends in 
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general oil prices. Many industrial users have committed themselves to long-term contracts linked to the 
Gazprom formula, and are  currently – at a competitive disadvantage due to the lower prevailing gas market.  

The following table shows the historical natural gas prices; spot market versus GAZPROM formula (in 
USD/1000m3): 

2009 2010 
 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

Spot Prices 
(TTF Heren basis)  

165 151 140 175 184 210 253 291 

GAZPROM-formula prices 
(on an individual traders’ basis (on a bilateral 
contract basis)) 

483 362 265 281 329 361 379 384 

 

The composition of the purchasing portfolio changes constantly based on market forecasts and analyses. The 
main purchasing horizons are for daily, weekly, monthly, quarterly and six-monthly products. The number of 
suppliers is stable and the Company purchases gas from several suppliers, thus aiming to minimise supplier 
risk.  

In the event that acquiring gas directly from Russia (and therefore using the then prevailing ‘Gazprom 
formula’) proves to be more beneficial in the long run, the Company also has access to the gas from 
Ukrainian-Hungarian cross-border capacities which is priced using this method.   

The ‘spot’ price currently sourced through the CEGH is quoted in EUR (whereas the ‘Gazprom formula’ is 
quoted in U.S.$), thus the Company considers its FX exposure to be reduced when using the ‘spot’ price 
owing to the Company’s export revenues principally being denominated in EUR. In the Company’s view, this 
provides a form of natural currency hedge. The Company does not currently employ any other means of 
currency hedge.  

Transaction Capacity 
There is currently a bottleneck on the Hungarian-Austrian Gas (“HAG”) pipeline which is the only supply 
alternative to cheaper Western European ‘spot’ gas. The Company has secured long-term access to the 
Austrian-Hungarian cross-border pipelines. The contract covers the period from 1 July 2009 to 30 June 2019, 
with Földgázszállitó Zrt (Natural Gas Transmission Company) (“FGSZ”) for the Hungarian side of the 
shipment. On the Austrian side the access is secured with a long-term capacity contract which was signed 
with OMV Gas GmbH, and which is to run from 1 October 2016 to 1 October 2026. Annual contracts are in 
place until this contract enters into force on 1 October 2016. In the event that acquiring gas directly from 
Russia proves to be more advantageous in the long run, the Company also has access to Ukrainian-Hungarian 
cross-border capacities, which could be contracted into on the same basis as the FGSZ contract.  

Electrical Power 

Recent liberalisation of the Hungarian electricity market triggered significant changes to purchasing methods 
within Hungary. There are currently more than 100 licensed traders on the Hungarian electricity market, 
including the major European energy companies. The Hungarian electrical energy market (known as HUPX) 
was launched on 20 July 2010. This market provides traders with relative security and aims to ensure the 
efficient procurement of energy in Hungary.  
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The electrical energy requirements of the Company are currently served by entering into trades on a monthly 
basis, for which suppliers also compete on a monthly basis. If the market environment sees it become 
advantageous to do so, the Company would be able to switch to a longer-term electricity trading strategy. 
Currently, however, the Company believes that monthly pricing for electricity offers the more competitive 
pricing strategy.  

Within Hungary, transportation costs and tariffs which the Company faces were approximately  
10 per cent. of the Company’s electricity cost in the year ended 31 December 2010. Transportation and tariffs 
represent a minor expense of the Company, being responsible for approximately 0.65 per cent. of total 
operating cost in the year ended 31 December 2010. 

Hungarian Natural Gas Market 
The total natural gas consumption is approximately 13 to 15 billion m3 in Hungary annually (this figure 
represents the average total natural gas consumption amount before economic downturn in 2008) with strong 
seasonality in demand due to higher consumption in the winter heating season.  

The vast majority (approximately 90 per cent.) of Hungarian demand is supplied from import and the 
proportion is set to increase in the longer-term due to decreasing domestic production. 

Two international pipelines enter into Hungary: one from Ukraine (Brotherhood Pipeline) and one from 
Austria (HAG pipeline). Brotherhood transit pipeline carries Russian gas to Hungary for internal consumption 
and exports to the former Yugoslavia via Serbia. Approximately 80 per cent. of the export arrives through this 
pipeline, while the remaining 20 per cent. comes from Austria (HAG pipeline). Since 1996, the Hungarian 
grid has been interconnected with the western European grid via the HAG pipeline that runs between Gyor in 
Hungary and Baumgarten in Austria. Much of the natural gas arriving from Austria comes in the first instance 
from Russia. Therefore 80 to 90 per cent. of the imported gas comes either directly or indirectly from Russia 
(and other former Soviet Union countries). Hungary’s gas supplies are, therefore, heavily dependent on the 
Russian gas company, Gazprom (see “Risk Factors – Raw Materials and Energy”). 

It is typical in the region that Gazprom supplies the local regional distributor or wholesaler with natural gas 
based on a long-term contract, the duration of which is typically 20 to 25 years, with prices set by ‘the 
Gazprom formula’. The price formula applied by Gazprom is generally calculated quarterly, reflecting the 
average price of the previous nine months various petrochemical product prices. The price is then fixed for 
the following quarter and is quoted in U.S.$. This is the pricing method applied in Hungary. The price is set 
quarterly, in accordance with a long-term gas supply agreement between Gazprom and the Hungarian 
wholesaler, E.ON Földgáz Trade.  

The wholesalers and regional distributors and most traders in Hungary apply this formula in their sales pricing 
for natural gas, thus the final consumers are able (almost exclusively) to purchase natural gas in accordance 
this formula. All of the Company’s suppliers (local regional distributors and gas trading companies) use this 
formula for the purchase and/or sale of natural gas. 

Security of Supply 
The amount of commercial reserves in Hungary is approximately 4 billion m3, and the strategic reserves are 
approximately 1.2 billion m3. This represents sufficient gas to supply total Hungarian consumption for a 
couple of months during the winter period. During the Russian/Ukrainian gas crisis in 2009, the strategic 
reserves were not used; moreover, during this time, Hungary in fact sold natural gas to Serbia from its 
commercial reserves. However, during this time the consumption of large consumers was restricted in order to 
protect households, e.g. the power plants had to switch to oil burning for a short period. This situation did not 
influence the operation of the Company. 
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SALES AND MARKETING 

The following table sets out the total sales volumes, and the split between domestic and export sales, of the 
Company’s principal products for the three years ended 31 December 2008, 2009 and 2010. 

  Year ended 31 December  

  2008 2009 2010 

  (Thousand tonnes)  

Ammonium Nitrate ......................................................... 200 180 187 

Domestic ........................................................................... 171 149 144 

Export................................................................................ 29 31 43 

Pétisó/CAN....................................................................... 273 421 509 

Domestic ........................................................................... 167 239 208 

Export................................................................................ 106 182 301 

Urea .................................................................................. 97 146 163 

Domestic ........................................................................... 43 49 47 

Export................................................................................ 54 97 116 

Nitrosol ............................................................................. 67 67 67 

Domestic ........................................................................... 46 18 17 

Export................................................................................ 21 49 50 
 

As the above table illustrates, the Pétisó export volumes have significantly increased since 2008. This is as a 
result of the new granulated Pétisó product being more competitive on the export markets than the prilled 
version of the product. The change in ratio between the domestic and export volumes in 2010 was also for this 
reason. The sale volume figures for urea on the export markets also shows an increasing trend due to increases 
in sales of urea to industrial users (industrial uses for urea include glue production and formaldehyde 
production, for instance). 

The following table sets out the total sales revenue contribution per principal product during the three years 
ended 31 December 2008, 2009 and 2010. 

 

  Year ended 31 December  

  2008 2009 2010 

  (million HUF )  

Ammonium Nitrate ........................................................... 14,103 10,701, 10,124 

Pétisó/CAN ....................................................................... 15,941 19,058 23,780 

Urea................................................................................... 8,189 8,378 10,182 

Nitrosol ............................................................................. 3,753 2,590 2,793 
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Domestic sales 
Historically, the domestic Hungarian market, which according to the Annual Report of the Hungarian 
Research Institute of Agricultural Economics has a total annual consumption of 1.2 million tonnes of fertiliser 
products of which 1 million comprises nitrogen-based products, has played a strategic role for the Company 
due to transportation costs and domestic prices. Hungarian agricultural users currently remain the primary 
target market for the Company. However, the Company believes its current share of the Hungarian market (67 
per cent. of the total nitrogen-based domestic fertiliser consumption in 2010 according to the Hungarian 
Research Institute of Agricultural Economics, and the monthly reports of the Hungarian Central Statistics 
Office and Hungarian Customs and Finance Guard) represents the optimal market share in terms of its pricing 
strategy. Significantly higher domestic market share is not a target for the Company, because extra volumes 
would be expected to increase the sales costs of the distribution network and thus reduce the average price 
level. 

Distribution 

The Company uses third party distributors to sell its products as well as its own sales force. The distributors 
were responsible for 80 per cent. of total domestic sales in 2009, and 87 per cent. in 2010. 

Key partner distributors are classified into two main groups based on their activities: 

(i) Genezis brand dealers: fertiliser distributors who sell the Genezis products relying on their own sales 
teams in narrow geographical areas. Some of the Company’s most important partners include 
Chemical-Seed Kft., Hőgyészi Agrokémiai Kft., Fertilia Kft. and Novochem Kft. 

(ii) Integrators: companies who play a major role in Hungarian agriculture. One of the largest partners in 
this context is KITE Zrt. These ‘integrators’ are able to supply financing solutions to end users, in 
order to help them to secure forward-purchase agreements over the Company’s fertiliser products.  

KITE Zrt is the Company's largest single customer accounting for 25 per cent. of domestic sales volumes in 
the year ended 31 December 2010. Although the size of Kite poses a concentration risk for the Company, the 
Company’s risks in this regard are mitigated by the fact that Kite is unable to source similar products from 
another supplier on economical terms. Kite offers a range of agricultural services to the farming users in 
Hungary through a network of 52 sales agents. Many of the shareholders of Kite Zrt. are Hungarian 
agricultural companies. 

The Genezis partner network 
In August 2009, the Company created a national organisation called the Genezis partner network with a view 
to reaching consumers directly and in an effort to ensure the sustainability of its business. Genezis offers 
tailored products and prices to producers in the Hungarian agricultural industry and its agents visit more than 
6,000 Hungarian agricultural producers and end users every month. 

To improve its relationship with key end users, the partner network established a nationwide specialist 
advisory network which gives end users nutrient management recommendations as well as crop nutrition 
technology based on the needs of the given crops and end users, thus helping to disseminate good agricultural 
practices as widely as possible. The Genezis partner network offers farmers valuable professional support in 
Hungary, helping to boost the competitiveness of Hungarian agricultural producers in the domestic and 
international markets.  
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The following map shows the number of Genezis sales agent operating on a county-by-county basis within 
Hungary as at 31 December 2010: 
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The majority of Hungarian end users are small farmers who rely on financial assistance or other financing 
options in order to be able to secure the purchase of the amounts of fertiliser that they require. The Company 
does not offer any form of financing options or initiatives to its suppliers or end users. 70 per cent. of the end 
users that are reached by the Genezis sales network purchase the Company’s products through traders, or 
‘integrators’, who provide the necessary funding to them. The remaining 30 per cent. of end users contract 
with the Company directly and pay upfront for their product requirements. 

The following table sets out the Hungarian domestic historical prices by HUF/tonnes for the Company’s 
primary products for the three years ended 31 December 2008, 2009 and 2010: 

  Year ended 31 December  

  2008 2009 2010 

  (HUF/tonnes)  

Ammonium Nitrate ........................................................... 71,506 61,391 57,443 

Pétisó/CAN ....................................................................... 56,094 51,458 51,218 

Urea................................................................................... 84,657 69,911 67,958 

Nitrosol ............................................................................. 58,485 54,154 39,808 
 

The decline in prices for the Company’s products during the last two years, as illustrated in the above table, 
reflects decreases in international prices which serve as benchmark for the Company’s products. Additionally, 
in 2009 and 2010 the Company actively lowered its prices in order to regain market share. 
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The following table sets out the Company’s historical percentage market share in the Hungarian nitrogen-
based fertiliser market:  

 2010 2009 2008 2007 2006 2005 

The Company 67 54 51 63 77 76 

Other producers 33 46 49 37 23 24 
Source: Annual market and sales reports of the Company, the Hungarian Research Institute of Agricultural 
Economics and monthly reports of Hungarian Central Statistical Office and Hungarian Customs and Finance 
Guard. 

 
Export sales 

Nitrogénművek’s objective is to prioritise sales into those markets where it can realise the highest margins. As 
Hungary represents the most profitable opportunity by virtue of prevailing local prices and limited 
transportation costs, volumes allocated for the export markets primarily depend on Hungarian demand and 
production quantities. Moreover, the Company also seeks to preserve its relationship with key partners by 
ensuring product availability for them, thus serving to maintain the Company’s consistent participation in the 
markets in which it competes. 

The Company’s primary export target destinations are the neighbouring markets of Germany, Poland, Austria, 
Slovakia, Czech Republic, Italy, Romania, Serbia and Croatia. Given the nature and bulk of fertiliser 
products, they cannot viably and economically be transported to destinations further than approximately 1,000 
km from the production site. Therefore, the export radius is effectively restricted to a well-determined limit. 
However, conversely this factor also serves to restrict the number of competitors which can viably operate 
within the Company’s distribution area.    

In 2010, Poland became the largest export market for the Company with 101% sales volume growth since 
2009. Nitrogénművek is currently reinforcing its local commercial representation to better serve this priority 
market as its total size, rising purchasing power and fragmented competition make it an attractive market for 
large producers such as Nitrogénművek. Germany offers the highest sales prices due to demand for high-
specification products. However, high customer concentration and aggressive incumbents create hurdles for 
the Company’s growth in the country. Slovakia, the Czech Republic and Romania are the closest and 
historically the most important export markets where the Company has well established distribution 
arrangements. The north of Italy has historically been the main destination of urea exports. However, as urea 
consumption increases in Hungary, the Company has redirected increasing urea volumes to the domestic 
market.  

The following table sets out historical export prices by HUF/tonnes for the Company’s primary products for 
the six years ended 31 December 2010: 

 2010* 2009 2008 2007 2006 2005 

Ammonium nitrate 43,570 50,732 66,676 40,823 41,044 35,723 

Pétisó/CAN 43,561 37,082 61,777 34,437 34,677 29,551 

Urea 60,174 52,044 84,171 57,310 51,983 43,347 

Nitrosol 42,306 32,875 51,707 30,339 31,688 27,489 
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If the price trend of Pétisó and urea continues to increase, the Company expects to increase sales volumes of 
these products by decreasing ammonium nitrate volumes by a corresponding amount. The corresponding 
production volume ratio between the Pétisó and ammonium nitrate is 1.26 : 1.00. 

The following table sets out the total export sales volumes of the Company’s primary products for the three 
years ended 31 December 2008, 2009 and 2010: 

  Year ended 31 December  

  2008 2009 2010 

  (Thousand tonnes)  

Ammonium nitrate ............................................................ 28 30 43 

Pétisó/CAN ....................................................................... 106 183 300 

Urea................................................................................... 54 102 116 

Nitrosol ............................................................................. 21 49 50 
 

The following table sets out the export volumes in tonnes per year of the Company’s principal products to 
neighbouring countries for the two years ended 31 December 2009 and 2010: 

(tonnes per 
year) 

Austria Czech 
Republic 

Germany Italy Poland Serbia Slovenia Slovakia Romania 

 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 

Ammonium 
Nitrate 

- - 1,100 5,100 - - 3,800 5,100 6,900 14,100 - 1,500 1,100 - 7,600 5,900 5,800 8,500 

CAN 18,800 38,400 46,500 33,400 51,300 53,600 6,000 5,700 26,000 58,300 4,300 1,000 8,900 6,700 16,800 39,000 3,800 6,300 

Nitrosol - - 45,100 - - - - - - - - - 4,000 - - - - - 

Urea 18,200 17,200 17,000 16,000 1,100 1,100 14,300 6,000 11,700 17,400 3,400 - 26,200 21,800 10,500 16,900 3,000 1,400 

 

MARKETING STRATEGY 

The Company aims to combine its marketing and fertiliser advisory capacity. By co-ordinating activities that 
are closely related, the Company aims to raise awareness of its products and brands among end users and thus 
increase sales of fertiliser products. 

As part of the Bige group, the Company has the advantage that it is able to offer its entire product portfolio in 
order to satisfy many of the various requirements that agricultural producers might have for nitrogen-based 
products. The Company not only aims to support users with products satisfying broad demands, but also by 
providing other advisory services too. 

The main task of the nationwide Genezis partner network is to offer the right type and price of fertilisers on a 
customised basis for individuals, businesses and areas, bearing in mind the notion of sustainable development. 

The Genezis partner network aims to offer farmers a valuable professional support service in Hungary, 
helping to boost the competitiveness of Hungarian agricultural products generally.  
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Marketing communication 
Establishing a unique image is a crucial issue for the Company and, in particular, for its marketing strategy. 
The Company seeks to create a clear and unified image both internally and externally that distinguishes itself 
from its competitors. The Company attaches great importance to participating in trade fairs and exhibitions. 
Besides the main domestic fairs - Agro+Mashexpo, Bábolna International Farm Show - the Company also 
takes part in agricultural fairs organised on target markets. The key objective here is to raise awareness of the 
Genezis brand name and show that the Company is active in the relevant market.  

Participating in the various professional events is an important part of the sales and advisory activity. Sales 
agents and advisers are able to forge close contacts with users.  

The Company believes that it is also important to co-operate with other companies on the agricultural market, 
such as partners which focus on crop protection and seed sales. The Company organises shows and 
presentations in relation to the experiments set up in the various agricultural regions. 

In addition to providing general information on products, materials specific to crops are also compiled and 
disseminated to clients and prospective clients as well as advertisements on crop-specific technologies. 

Since 2010, the packaging bags used by the Company in both in Hungary and abroad have looked the same. 
This approach revolves around the Genezis brand name as well as the “HUNGARIAN LAND, JOBS, 
FERTILISER” logo. 

The Company places advertisements and public relations articles in respected agricultural journals to 
strengthen its image and present new products, as well as crop-specific articles depending on the given 
farming season. Since 2008 the Company has organised campaigns at the start of the spring and the autumn, 
supported by newspaper and radio advertisements. Other industrial journals (e.g. chemical industry, 
environment) along with daily county newspapers and specialised books are also useful media for 
advertisements and public relations promotion. In the electronic media (such as TV), the Company often 
organises short advertisements around programmes connected with agriculture or which are popular. 

The Company’s website is crucial from the perspective of effective marketing communication. The 
www.nitrogen.hu and www.genezispartner.hu websites provide comprehensive content and contain regularly 
updated information for agricultural producers.  

The Company has received several awards for its activities in the industry. In 2008, the Company received an 
Environmental Innovation Award for undertaking significant technical and technological innovations during 
the major investment in its new nitric acid plant. 
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BANKING FACILITIES 

The following table sets out the breakdown of loans outstanding and working capital facilities available 
to the Company as at 19 July 2011: 

Credit 
institution Type/purpose 

Amount of 
loan/borrowing Currency

Account balance 
as at 19 July 
2011 Expiration 

Commerzbank 

Multicurrency 
overdraft 
facility 294,444,418 HUF 283,103,173 

31August 
2011

Budapest Bank 

Multicurrency 
revolving loan 
agreement 1,500,000 EUR 1,266,000 30 June 2015

Volksbank 
Overdraft 
facility 1,892,800,000 HUF 1,892,800,000 

12 August 
2011

Budapest Bank 

Long-term 
multicurrency 
current asset 
loan 6,500,000 EUR 4,955,000 30 June 2015

MFB 
Current asset 
loan 8,000,000,000 HUF 8,000,000,000 

31 January 
2013

MFB Investment loan 51,230,735 EUR 29,867,519 
15 December 

2014

Raiffeisen 
Bank Zrt.  Trading House 35,700,000 EUR Zero 31 May 2014

Various credit 
institutions 

Other leasing 
arrangements 141,495,000 HUF 141,495,000 July 2013

 

As at 31 March 2011, the Company had indebtedness of HUF 10,622,262,757 and EUR 40,748,162. The 
following is a summary of the security granted by the Company in respect of its financing arrangements: 

(i) Commerzbank (HUF 729,462,757 multicurrency overdraft facility) collateral in the form of ability to 
withdraw moneys from the Company’s bank accounts. 

(ii) Budapest Bank  (EUR 1,344,000 multicurrency revolving credit facility) General mortgage of HUF 
3,000,000,000 on one of the Company’s properties. Furthermore assignment to the bank from the 
Company’s existing and future receivables in respect of Fertitia Kgt. up to an amount of sales 
revenue in proportion to the credit, together with collateral in the form of ability to withdraw moneys 
from the Company’s bank accounts. 

(iii) Volksbank (HUF 1,892,800,000 overdraft facility) secured by a third ranking mortgage of up to HUF 
2,000,000,000 over the Company’s CAN prilling plant, together with collateral in the form of ability 
to withdraw moneys from the Company’s bank accounts. 
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(iv) Budapest Bank (EUR 5,264,000 long-term multicurrency working capital loan) secured by a general 
mortgage up to HUF 3,000,000,000 over the Company’s properties, together with collateral in the 
form of ability to withdraw moneys from the Company’s bank accounts. 

(v) Magyar Fejlesztési Bank Zrt. (“MFB”) (HUF 8,000,000,000 current asset loan) secured by a first 
rank mortgage of up to HUF 10,000,000,000 on the Company’s new Nitric Acid plant, new 
Granulation plant, Packaging plant, Ammonia plant, Urea plant and, new cooling tower and the 
fertiliser plant, together with collateral in the form of ability to withdraw moneys from the 
Company’s bank accounts. 

(vi) Magyar Fejlesztési Bank Zrt. (EUR 34,140,162 investment loan) secured by a second ranking 
mortgage of up to EUR 52,000,000 on the Company’s Nitric Acid plant, Granulation plant, 
Packaging plant, Ammonia plant, Urea plant and cooling tower, together with collateral in the form 
of ability to withdraw moneys from the Company’s bank accounts. 

The following table sets out additional operating payment obligations of the Company subject to 
encumbrances as at 31 March 2011: 

Credit Institution Amount Currency Expiration 

Raiffeisen Bank Zrt. 2,491,423.46 EUR 15 June 2011 

CIB Bank Zrt 144,116,000 HUF 1 July 2011 

The Company has registered a lien in favour of Raiffeisen Bank Zrt. over all current and future receivables 
derived from the 2,000,000 dinitrogen oxide emission reduction unit quota purchase agreement concluded on 
14 July 2005 between the Company and Kommunalkredit Public Consulting GmbH. Raiffeisen Bank Zrt. 
provided an advance payment guarantee in respect of the above purchase agreement to the value of EUR 
2,491,423.46, and, accordingly, Raiffeisen Bank Zrt. has the right to make instant collections from the 
Company’s bank accounts over the term of the agreement. The agreement is currently due to expire on 15 
June 2011, but the Company expects to renew this agreement. 

CIB Bank Zrt has guaranteed the Company’s contractual obligation to pay on a monthly basis for its gas 
pipeline usage. 

INVESTMENT STRATEGY 

Strategic Investments carried out between 2005-2007 

In 2005 the Company began an extensive investment project at a cost of approximately EUR 100 million. The 
investment focused on the construction of four new facilities; a nitric acid plant; a CAN granulated fertiliser 
plant; a cooling water supply unit; and a fertiliser packing unit. 

Nitric Acid Plant and Emission Reduction Unit (ERU) Quotas 

Nitric acid is one of the raw materials (together with ammonia) used in the production of CAN. The Company 
installed a new dual-pressure nitric unit at a cost of EUR 58 million. It was commissioned in August 2007. 
The current capacity of the unit is 1650  (60 per cent.) tonnes/day nitric acid. 

Grande Paroisse is the licensor for the technical process used at the plant, and the so called “EnviNOx” 
environment protection process technology was made by Uhde. The project was overseen by Chemoproject. 

The new unit eventually decreased the nitrous-oxides (“NOx”) and di-nitrogen-oxide (“N20”) emission at the 
Company. This reduction enabled the Company to participate in N2O emission reduction unit (“ERU”) trade, 
which the Company expects to amount to approximately 1 million ERU annually between 2008 and 2012. 

AN/CAN Fertiliser Granulation Plant 
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A new unit that can produce either 1,100 tonnes/day capacity ammonium-nitrate or 1,400 tonnes/day capacity 
CAN  started its production at the end of 2007. This plant has been operating continuously since January 
2008. 

The investment cost for this plant was EUR 33 million. The licensor of the neutraliser part of the process was 
Uhde, while the granulation processing part was made by ZAK. 

The unit is able to produce either granulated AN or granulated CAN which is a product currently in high 
demand in the Company’s market area. 

Cooling Water Supply Unit 

The Company invested in a new cooling water system for the new nitric acid and AN/CAN fertiliser plants in 
May 2007, manufactured by EGI-GEA Ltd. The investment cost was EUR 3.5 million. 

 

Fertiliser Packing Unit 

A new 2X400 tonnes/day big bag or alternatively unit package fertiliser packing facility was commissioned in 
May 2007. 

The investment cost was EUR 4 million. Packing machines were made by Beumer, and the main contractor of 
the project was Javer & Boecker. 

 

Capacity expansion at ammonia plant 

Capital expenditure in the next five years is expected to total up to a maximum of EUR 50 million. Over that 
period, the Company intends to continue to invest with the aim of increasing production capacities and 
reducing energy consumption. In preparation for increasing the export volumes of nitrate fertiliser, the 
Company plans to expand the capacity of the ammonia plant to 1,400 tonnes/day by 2014, and reduce energy 
consumption by a further 10 per cent. The cost of this investment is expected to amount to up to EUR 40 
million. 

The project to boost capacity and lower energy consumption is currently at the study preparation phase. The 
plan is to prepare the feasibility study with the help of M.W. Kellogg by mid-2011, which will be in respect of 
the investments which the Company plans to be carry out by 2014. 

Capacity expansion at nitric acid plant 

The actual capacity of the Company’s nitric acid plant is currently 1,650 tonnes/day (60 per cent. nitric acid); 
during the overhaul in the summer of 2010, the capacity of the heat recovery boiler in one of the core 
facilities of the plant, the burning element, was raised to 1,800 tonnes/day. 

In December 2010, Grande Paroisse completed a study which aims to bring the capacity of the nitric acid 
plant up to 1,800 tonnes/day and the Company is preparing to raise the capacity of the nitric acid plant to 
1,800 tonnes/day. It is expected that the investment required for this expansion will total up to EUR 10 
million.  

The capacity boost for the ammonia plant and nitric acid plant capacities referred to above are intended to 
then allow for an increase in production and exports of nitrogen-based fertilisers. 

Planned (and prepared) investments aim to reduce energy consumption 

Recently the Company has planned two important investment projects:  
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Electrical energy production with expansion steam turbine generator system 

In the production facility's steam system, expansion valves are used to reduce roughly 50 to 60 tonnes per 
hour of steam from a pressure of 40 bar to 13.5 bar. The Company plans to replace the steam expansion 
through valves with a steam turbine generator in the thermal energy supply system, producing around 3 MW 
of electrical energy. By generating 3 MW of the Company’s own electricity they will aim to reduce electricity 
purchases by around 20 per cent. 

The cost of this investment is expected to be in the region of EUR 1.5 million, and it is anticipated that the 
investment costs would be effectively recovered within two years on account of the resulting savings in 
electricity purchases. The investment project will take 12 to 14 months. 

Ammonia plant, conversion of process condensate cleaning unit 

At the start of 2010, the Company purchased a conversion licence from Instytut Nawozów Sztucznych 
Pulawy in Poland to convert the process condensate cleaning unit, along with basic engineering plans. During 
the overhaul in July 2010, the Company made it possible to connect the new solution to the system during 
operations. 

Once the investment funds are available, it is intended that this project will be carried out over approximately 
an eight to 12 month period. The annual natural gas demand is expected by the Company to fall by 
approximately 5 Mm3 as a direct result of this planned investment. 

This investment will cost in the region of EUR 1 million and it is expected that the payback time of the 
investment will be approximately one year. 

FERTILISER INDUSTRY OVERVIEW 

Fertilisers serve an important role in the global agriculture industry by providing vital nutrients that help 
increase both the yield (including sometimes the frequency of the yield) and the quality of farmed crops. The 
performance of the global fertiliser industry is driven by several key factors, including population growth, 
changes in dietary habits, planted acreage and fertiliser application rates, available production capacity and 
operating rates, raw material costs, government policies and the global trade in agricultural produce. 
According to a 2009 report by the United States Department of Agriculture, the global consumption of coarse 
grains, a key food staple, grew steadily between 1990 and 2002, and then at an accelerated rate beginning in 
2003. According to the Organisation for Economic Co-operation and Development – Food and Agriculture 
Organisation of the United Nations (“OECD-FAO”), global consumption of coarse grain is expected to have 
an average compound annual growth rate of 1.6 per cent. per year between 2008 and 2018. 

To meet the expected growth in demand, the Company believes that, due to the limited amount of arable land 
available for agricultural use, increases in crop production will come primarily from improved crop yields. 
Historically, yield improvement has been driven by the use of higher quality seed, more efficient farming 
practices and increased fertiliser application. According to Fertecon, an independent fertiliser industry 
consultant, global consumption of nitrogen-based and phosphate-based fertilisers is projected to grow at 
CAGRs of 1.7 per cent. and 3.2 per cent., respectively, between 2008 and 2020. 

The fertiliser sales strategy of the Company in the coming five years is expected to be principally led by 
domestic sales. The Company intends to place 55 to 70 per cent. of production quantities on the domestic 
market during this time. This is also the Company’s strategy for the longer term. 

The Company believes that the use of fertilisers by Hungarian agricultural users is likely to increase in the 
coming five years, by an average growth rate of 4 to 5 per cent. each year. Assuming such growth, the use of 
fertiliser products per hectare could rise in five years by around 10 to 20 per cent. above its present level. The 
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Company expects its relative share of the Hungarian market to fall if the use in fertiliser increases. This is 
because the Company does not expect that its production capacity will be able to continue to grow at such a 
rate as the expected rise in domestic demand. 

Demand for fertiliser in the region has generally been higher than the available supply. This is because 
demand for foodstuffs, and therefore for agricultural products - like fertilisers, has tended to rise at a faster 
rate than fertiliser production capacity has been able to. 

Expected Hungarian market trends 
Research by EFMA predicts growth in fertiliser use of 4 to 5 per cent. per annum for Hungary in the coming 
10 years. Accordingly, average fertiliser use per hectare is expected to grow in a similar trend.  

International and European trends 
Based on independent market research, the Company does not expect any new production unit investments or 
the appearance of new producers in the European Economic Area – at least in the short-term future. (Source: 
Forecast of Food, Farming and Fertiliser Use in the European Union 2007-2017, European Fertiliser 
Manufacturers Association, Annual Forecast Issue.) 

In the long run, the Company expects to see a decreasing inflow of imported fertiliser products and the 
declining competitiveness of competitors in the countries to the east of Hungary (notably Ukraine, Russia, 
Kazakhstan and Uzbekistan). This expectation is predicated on the convergence of energy prices towards 
European levels (for example, an International Monetary Fund loan agreement which the Ukraine is currently 
party to has prohibited the Ukrainian government from subsidising the fertiliser industry in the Ukraine), 
which in turn is expected to result in higher production costs in those countries. The majority of plants in 
these countries are outdated, and manufacturers will have to invest substantial capital in order to significantly 
increase production. 

The Company expects an increase in demand for corn, oil-seed crops and rapeseed, since these are the 
principal raw materials currently used in the production of bioethanol and biodiesel. The demand for 
bioethanol and biodiesel is expected to grow if the global price of oil rises. The use of bioethanol and 
biodiesel as a substitute for traditional petrochemical products may lead towards the increasing importance of 
agriculture and, indirectly, towards an increase in the demand for fertiliser. 

Competition 
Fertiliser products can viably be transported economically within a geographical radius of approximately 
1,000 km. The transportation costs for imported products coming from further away than this is high. 
Moreover, Hungary is a landlocked country and the Company’s production site and surrounding distribution 
area is a long way from any seaport. This fact makes it economically less viable for competitor producers to 
export fertiliser to Hungary from, for instance, the Middle East or from North-West Europe. 

The main competitors in the region are: Borealis Agrolinz Melamine (Linz, Austria), Petrokemija d.d. 
(Kutina, Croatia), Azomures (Tirgu Mures, Romania), and Duslo, a member of the Agrofert Group (Sala, 
Slovakia). 

Producers in the former Soviet Union countries 
Nitrogen-based fertiliser producers in the former Soviet Union countries, notably Russia, are currently able to 
operate at a lower cost than European producers due to the significantly lower price of natural gas in those 
countries. This fact represents a competitive advantage for some non-European producers. However, these 
producers do also suffer certain competitive disadvantages compared to the European producers.  
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Many of the production facilities currently operating in the former Soviet Union countries are relatively old, 
and transportation costs can be significantly higher than in Europe. Ammonium nitrate represents the main 
nitrogen-based fertilisers which is currently produced in the former Soviet Union countries. Although the 
active ingredient content of CAN is smaller than the content of ammonium nitrate, CAN is generally the more 
favoured nitrogen-based fertiliser among users on account of its composition. First, this is because the 
explosive resistance of CAN fertiliser is better than that of ammonium nitrate (ammonium nitrate is highly 
explosive). For this reason, in some countries (Germany and certain Scandinavian countries for instance), 
ammonium nitrate is not authorised for distribution to agricultural users. Secondly, CAN has agronomical 
advantages owing to the presence of calcium and magnesium carbonate which helps to neutralise some of the 
hydrogen ions produced during the process of nitrification in the soil. For this reason, the use of CAN can 
help to prevent the acidification of the farmland. Depending on soil quality and climate, acidification can 
result in significant production decreases for agricultural land. 

Furthermore, the majority of former Soviet Union country-based producers do not currently have granulation 
technology operational in their facilities. On most Western European markets, owing to a lack of demand, it is 
difficult to sell prilled products even at a significantly lower price.  

The quality of nitrogen-based fertilisers produced in the former Soviet Union countries is often poorer than 
those produced by the Company. 

The domestic agricultural production of Russia and Ukraine has experienced a 3.5 fold growth rate during the 
recent couple of years, and hence the domestic market currently absorbs the majority of the fertiliser produced 
in the local production facilities.  

Finally, the European Union has implemented measures to protect its fertiliser markets, with import tariffs 
currently being imposed on imports of ammonium nitrate-based fertiliser products from certain non-EU 
countries. A specific duty of EUR 47.07/tonne is applied to imports from Russia, and a specific duty of EUR 
32.82/tonne is applied to imports from Ukraine. 

Fertilisers Europe (formerly known as “EFMA” or, the European Fertiliser Manufacturers Association), of 
which the Company is a member, has been actively lobbying the EU to have these specific duties maintained 
and/or extended. The duties are dictated based on the 661/2008 EU regulation on anti-dumping duty for 
ammonium nitrate imported from the Russian Federation. 

In the longer term, the Company expects that natural gas prices will tend to converge toward the levels then 
found among the countries of Europe, and which in turn the Company anticipates may have a downward 
pressure on the inflow of imported nitrogen-based products.  

Barriers to Entry 
The Company believes that the following barriers of entry should be considered when considering the 
eventuality of a new competitor establishing a new production site either in Hungary or in the neighbouring 
countries: 

(i) the Company estimates that it would cost a minimum of HUF 100 billion if it or a competitor were to 
rebuild or build new production facility to their current production scale; 

(ii) production of nitrogen-based fertiliser has significant infrastructure requirements which would have to 
be met, such as a bilateral electricity network, access to continuous water for cooling, and access to gas 
pipelines; 

(iii) construction of a new facility, on the scale of the Company’s but with state-of-the art technology, 
would be expected to take approximately five years to complete from the date all relevant permissions 
were obtained; 



 

69 

(iv) fertiliser producers in the EU are required to meet strict security requirements; 

(v) if production plants and related technologies are not in the immediate vicinity of each other, then 
production would suffer due to significant transport costs (with furthermore very specific and thus 
expensive transport facilities needed (e.g. ammonia can be transported only in liquid form)) of the 
different components needed for the production process; and 

(vi) the final product can viably be distributed and sold within a radius of 1,000 km. Above this distance, 
transport costs make the product not competitive on the given market from sales price point of view. 
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MANAGEMENT 

Details of the Company’s senior management are given below: 

László Tibor Bige, Age 53, Chairman-CEO 
László Tibor Bige has been the majority owner of the Company since 2002, with a shareholding of 95 per 
cent. 

Mr. L. Bige has founded, developed and managed different companies in Hungary and Romania in the 
chemical and fertiliser industries. In previous ventures, his responsibilities included purchasing and 
distributing chemicals and fertilisers as well as scheduling their transportation and delivery to customers. His 
25 years of experience in the sector provide him with considerable insights into customer preferences, 
logistics and distribution dynamics. Mr. L. Bige holds a degree in pharmacology from the Babes-Bolyai 
University, Kolozsvárand is the board member of the Hungarian Chemical Industry Association. 

Chairman of the Board of Directors at the Company. 

Zoltán Bige, Age 33, General Manager 
Zoltán Bige holds a minority of the Company’s shares (5 per cent.) and has been the general manager since 
2004.  His main responsibilities include risk management and designing and executing the Company’s natural 
gas and power purchasing strategy.  Prior to his position at Nitrogénművek, Mr. Z. Bige held different 
responsibilities in companies in the chemical industry (Bige Holding Ltd.), in the milling and baking industry 
(SC MOPACO SA) and fruit-growing (Alma Trade Ltd.). He holds a bachelor degree in business 
administration and management from the University of Corvinus, Budapest. He speaks English fluently. 

Member of the Board of Directors at the Company. 

Dr. István Blazsek, Age 64, Chief Executive Officer 
Dr. István Blazsek has been the chief executive officer at the Company since 2006. After graduating from the 
Chemical University of Veszprém as a chemical engineer, he went on to obtain a degree in economics from 
the Budapest University of Economics, specialising in industry. He has been working at the company since 
1971 and has held different positions in Technology and Operations departments. In 1992, he was appointed 
technical director and deputy CEO. Dr. Blazsek is a well-recognized chemical expert who is invited regularly 
to speak in specialized forums and universities. He is the president of the Foundation for the Environmental 
Engineering Education at the University of Pannonia, Veszprém and vice-president of the Hungarian 
Chemical Industry Association and the Chamber of Commerce and Industry, Veszprém. Dr. Blazsek holds a 
PhD from the Chemical University of Veszprém and is an honourable associate professor at the University of 
Pannonia. He speaks English fluently. 

Member of the Board of Directors at the Company. 

Eszter Fábry, Age 58, Chief Finance Officer 
Eszter Fábry has been working at the Company since 2001 and was appointed the company's chief financial 
officer in 2006. Eszter Fábry graduated as an industrial economist from the College of Finance and 
Accounting in Budapest in 1985, and she went on to specialise in tax and financial control at the College of 
Finance and Accounting in Zalaegerszeg in 1994. She speaks German fluently. 

Member of the Board of Directors at the Company. 

Based on a government resolution on the unconditional state payment guarantee related to loans of the 
Company, the Hungarian Development Bank designated the following Board members from 26 October 
2010: 
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Sándor Ormándi, Board member 

László Haraszti, Board member 
The designation of the Board members is indeterminate. 

The members of the Company’s board of directors can be contacted at H-8105 Pétfürdő, Hősök tere 14, 
Hungary. 

Other members of the Company’s management team: 

János Szilágyi, Age 61, Technical director 
János Szilágyi holds a degree in chemical engineering from the Chemical University of Veszprém. He has 
been working at the Company for 38 years and has held various positions in Technology and Operations 
departments. From 2001, he was the company's production director and has held his current position since 
2007. He speaks English fluently. 

Péter Suba, Age 39, Commercial director 
Péter Suba has been the head of the commercial division since 2007. He previously worked as a sales 
manager in various industries such as in the petrochemical segment of the Hungarian Oil Company (MOL), as 
the Head of Domestic Sales at TVK Group, and in the fast moving consumer goods (FMCG) sector as a 
channel-manager of the Hungarian affiliate of Pepsi Co. He obtained a Master’s degree in Business 
Administration from the Faculty of Economics and Economic Sciences at the University of Debrecen. He 
speaks English fluently. 

József Medve, Age 56, HR director 
József Medve graduated as a chemical engineer from the Budapest University of Technology before obtaining 
further qualifications in economic engineering in the chemical industry, tax consulting and employment law 
consulting. He has been working at the Company since 1980, and has held the position of human resources 
director since 2001. 
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PRODUCTION SHUTDOWN IN 2008/2009 

Under normal circumstances, the Company shuts down its production facilities for approximately one month 
every two years (during the summer) for maintenance reasons.  

Some plants can produce different products; it is the management’s decision to switch from one product to 
another if necessary. Such a change generally only requires a maximum of two hour shut down of the plant. 

The global liquidity crisis and abrupt movements in foreign exchange markets in the latter part of 2008 
resulted in cashflow issues for the Hungarian agriculture industry because financial institutions curtailed 
credit to the agricultural sector, and this forced the Company’s clients to postpone and reduce their fertiliser 
purchases. 

Due to this situation, the Company was forced to suspend operations from October 2008 until February 2009. 
During this period, the Company only ran its plants at maintenance level and had to cancel purchases of 
natural gas under its take-or-pay contracts. The latter resulted in litigation with different natural gas suppliers. 
See “Litigation – Shell”. 

In order to restart production the company took a loan in the amount of HUF 10 billion (approximately  
EUR 35.7 million) from MFB Bank Zrt., to which the Hungarian State has provided a guarantee in 
accordance with the decision of the Hungarian government. Other Hungarian companies received similar 
assistance during this period. 

The European Commission has concluded that part of the state support granted in 2009 to the Company 
infringed EU state aid rules. The aid was nevertheless found to be compatible with the Commission's 
temporary rules for the economic crisis but the remuneration of the State was insufficient and the Hungarian 
state was therefore be obliged to recover some of the financial benefit which it afforded to the Company. See 
“Litigation – State Aid”.  

LITIGATION 

Shell 
In October 2008, Shell unilaterally modified the payment terms of a contract for gas with the Company by 
requesting prepayment instead of payment-on-delivery. The Company did not accept this payment term and, 
therefore, refused to off-take the gas.  

Shell sued the Company for an amount of approximately U.S.$ 16 million based on a take-or-pay clause in 
the contract. In its arbitration award of December 2010, the Arbitration Court ordered the Company to pay the 
claimed amount, together with ancillary costs. The Company subsequently filed a lawsuit against Shell, 
aiming to declare the invalidity of the arbitration award. On 16 May 2011 the Municipality Court of Budapest 
upheld the decision of the Arbitration Court. As a result of this decision, the Company paid an amount 
equivalent to U.S.$ 15.73 million, together with procedural costs, to Shell. The Company intends to file a 
petition with the Supreme Court for a revision of the Municipality Court’s judgement.  

EMFESZ 
The Company had filed lawsuit against EMFESZ as a consequence of the latter unilaterally increasing the 
contractual price of its gas, and terminating gas supply in July 2008. The Company’s claims had been partially 
decided by the Arbitration Court in favour of the Company, and EMFESZ had, therefore, been obliged to pay 
an amount of approximately EUR 5.5 million. The partial decision was, however, challenged by EMFESZ on 
the grounds of invalidity of the competent court, but subsequently the court dismissed EMFESZ’s action. 
Following this, EMFESZ applied to the Supreme Court for a legal review of the decision, which was rejected. 
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In respect of the remaining but yet to be awarded claims of the Company, in the event that the court does not 
find in favour of the Company, no payment obligation would be expected to fall on the Company other than 
for the eventual payment of procedural costs (this is owing to the fact that EMFESZ has not yet raised any 
counterclaim in the lawsuit against the Company).  

EMFESZ also filed a lawsuit against the Company expecting the Arbitration Court to rule that the termination 
of the gas supply contract on their part had been valid, but the Arbitration Court dismissed the action of 
EMFESZ. EMFESZ subsequently filed a lawsuit against Nitrogénművek, aiming to declare the invalidity of 
the arbitration award, which procedure is still pending before the Metropolitan Court. In the event that the 
court does not find in favour of the Company, no payment obligation would be expected to fall on the 
Company other than for the eventual payment of procedural costs. 

Ownership Dispute 
In the middle of 2008, a private individual, György Rozsnyói, claimed that he was entitled to exercise a call 
option in respect of 50 per cent. of the common stock of the Company, and initiated a lawsuit before the 
competent court asking for the handing over of such common stock. In 2010, the court of first instance 
(Szabolcs-Szatmár-Bereg County Court) dismissed György Rozsnyói’s action on the basis that his option 
right had ceased to exist when the loan secured by such option right was repaid. The judgement was upheld 
by the Court of second instance (Court of Appeal Szeged). The judgement is legally binding (final) and may 
not be appealed, however a petition for review may be submitted to the Supreme Court within 60 days from 
the receipt of the written judgement on the grounds of infringement of law. 

Since the action was initiated, the common stock value of the Company has increased from HUF 528 million 
to HUF 1.518 billion. Accordingly, the proportion of the common stock which is the subject of György 
Rozsnyói’s claim has been reduced, and it now represents a claim in respect of ownership of 17 per cent. of 
the common stock of the Company.   

The increase in common stock has been recognised by the cognisance Registry Court in Veszprém County 
and no person or party has contested this or sought legal remedy for this so far. The Hungarian law firm, 
Kovács Réti Szegheő, has advised the Company that, in that law firm’s legal opinion, György Rozsnyói has 
no viable claim to entitlement in respect of the increased part of the common stock of the Company.  
However, if György Rozsnyói intends to file for the review of the judgment and his claim is successful, then 
the shareholdings of Mr. Lászlo Bige might be reduced.  

State Aid 
The European Commission has concluded that part of the state support granted in 2009 to the Company 
infringed EU state aid rules. The aid was nevertheless found to be compatible with the Commission's 
temporary rules for the economic crisis but the remuneration of the state was of an insufficient amount and 
the Hungarian state was, therefore, obliged to recover some of the financial benefit which has been afforded 
to the Company. An EU resolution has declared that Hungary must recover the difference between the cost 
paid by the Company and the relevant interest based on the Commission’s temporary rules for the economic 
crisis.  

For the HUF-denominated loan provided by MFB, no additional payment obligation had arisen for the period 
until 31 December 2010. For the EUR-denominated loan provided by MFB, an additional payment obligation 
in the amount of EUR 345,640 arose which was duly paid by the Company for the period until 31 December 
2010. The Company concluded an agreement with the Hungarian State represented by the Ministry of 
National Development of Hungary on the amendment of the payment of the guarantee fees previously 
concluded. According to the agreement, in the period after 31 December the difference between the cost paid 
by the Company and the relevant interest based on the Commission’s temporary rules shall be paid by the 



 

74 

Company to the Hungarian State as a guarantee fee for the interest periods set forth in the loan contracts. 
Nitrogénművek intends to file an action with the General Court of the European Union against the European 
Commission for the annulment of the Commission Decision. 

RELATED PARTY TRANSACTIONS 

The Company has entered into various intra-group transactions with other members of the Bige Holding 
Group. 

The Company purchases from other members of the Group pallets, packaging materials and NPK which it 
then on-sells to agents and end users. The other members of the Group also take part in the sale of nitrogen-
based fertilisers, and “small packaged” nitrogen-based fertiliser products which the Company produces. There 
can be no assurance that the Issuer would not have been able to obtain different or more favourable terms for 
such transactions from third parties.  

Mr. László Tibor Bige’s loan debt to the Company as at 31 December 2010 is HUF 1,108,128,000, and the 
current outstanding interest is HUF 372,391,000. The expiry date of the loan agreement 3 December 2011. 
The interest payment obligation according to the loan agreement is the current basis rate of the Central Bank 
of Hungary plus 5 per cent.  

RECENT DEVELOPMENTS 

Since 31 December 2010, production has been at maximum capacity and the Company’s present intention is 
to maintain this capacity level up until 31 December 2011. If this is achieved, any investment programmes 
will be limited to those which can be undertaken despite continuous production. 

Short term investment will, therefore, be limited to those projects which are required for compliance with 
environmental and safety restrictions. Such investments will aim to reduce risks posed by the 10,000 tonnes 
atmospheric ammonia tank (for instance, by the addition of a safety water curtain, an acoustic emission 
measurement system and a new lightning protection system). The project design and selection of the 
contractors has now been completed; the necessary purchases have been made and the implementation of the 
investment project is currently underway.  

A total of EUR 1 million is planned to be spent on these works together with further noise reduction, 
environmental and safety developments that are also currently under preparation and design stages.  

A further investment currently being undertaken is the partial replacement of insulation in the high 
temperature steam and technology systems in the ammonia plant, together with a corrosion preventive 
treatment for the structure. The aim of this investment is to decrease the specific natural gas consumption in 
that facility. The cost is expected to be in the region of HUF 100 million. The constructor has already been 
selected and works are planned to commence before the end of 2011.  

The Company started the corrosion protection and cover replacement for its two fertiliser storage warehouses 
(with total 70,000 tonnes capacity) in March 2011. The project was finalised in July 2011 at a cost of nearly  
HUF 500 million.  

The Company has also recently commenced the modification of a third fertiliser storage warehouse. After this 
investment the Company hopes to be able to store 90,000 tonnes fertiliser in bulk.  Coupled with this 
investment, the Company is constructing two high capacity modern big-bag fillers and a filling station for 
bulk fertiliser. The Company expects that this will significantly increase its filling capacity. The cost of this 
investment is expected to be up to HUF 500 million. The design, requests for proposals and technical 
preparations are currently underway. Construction is expected to be completed in the third quarter of 2011. 
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Taxation 

Hungarian Taxation 

The following is a general discussion of certain Hungarian tax consequences of the acquisition, ownership 
and disposition of Notes. It does not purport to be a comprehensive description of all tax considerations which 
may be relevant to a decision to purchase Notes, and, in particular, does not consider any specific facts or 
circumstances that may apply to a particular purchaser. This summary is based on the laws of Hungary 
currently in force and as applied on the date of this Information Memorandum, which are subject to change, 
possibly with retroactive effect. 

Prospective purchasers of Notes are advised to consult their own tax advisers as to the tax consequences of 
the purchase, ownership and disposition of Notes, including the effect of any state or local taxes, under the tax 
laws of Hungary and each country in which they are tax resident. The acquisition of the Notes by non-
Hungarian tax-resident Noteholders or the payment of interest under the Notes may trigger additional tax 
payments in the country of tax residence of the Noteholder, which is not covered by this summary but is 
where the provisions of the treaties on the avoidance of double taxation should be taken into consideration. 

Taxation of non-Hungarian tax-resident Noteholders other than individuals 
Non-Hungarian tax-resident Noteholders other than individuals are not subject to Hungarian withholding tax 
on interest received. Profits realised by non-Hungarian tax-resident Noteholders, other than individuals in the 
form of interest or as capital gains on the sale of the Notes, are not subject to corporate income tax in 
Hungary, provided that the acquisition, ownership and disposition of the Notes are not attributable to any 
Hungarian permanent establishment of such Noteholders. 

Taxation of individual non-Hungarian tax-resident Noteholders 
Individual non-Hungarian tax-resident Noteholders are subject to tax in Hungary only with respect to their 
Hungarian source income or income that is otherwise taxable in Hungary if an international treaty or 
reciprocity so requires. Interest received with respect to the Notes is regarded as Hungarian source income if 
the Issuer obliged to pay the interest is Hungarian tax-resident. In general, such income is subject to a 16 per 
cent. withholding tax in Hungary. However, provided that Hungary has an applicable treaty on the avoidance 
of double taxation in place with the country of residence of the Noteholder, such treaty may fully exempt 
Noteholders from withholding tax or may reduce the applicable withholding tax rate. 

Interest, as defined in Schedule 7 of Act XCII of 2003 on the Rules of Taxation (ART) implementing certain 
provisions of the EU Savings Directive, realised on the Notes by citizens of any Member State of the 
European Union other than Hungary is not subject to Hungarian withholding tax where the payor (kifizeto) of 
such interest provides data to the Hungarian state tax authority in accordance with Schedule 7 of the ART. 

An individual non-Hungarian tax-resident Noteholder, as defined under Schedule 7 of the ART, is not subject 
to tax in Hungary where such Noteholder realises capital gains income from Hungary since such income is 
not considered to be Hungarian source income. 

Taxation of Hungarian tax-resident Noteholders other than individuals 
Under Act LXXXI of 1996 on Corporate Tax and Dividend Tax (Corporation Tax Act), Hungarian resident, 
non-individual taxpayers are subject to full, all-inclusive corporate income tax liability. Resident entities are 
those established under the laws of Hungary. Foreign persons having their place of management in Hungary 
are also considered to be Hungarian resident taxpayers. Taxable income is based on the pre-tax profit as 
shown in the financial statements and adjusted by certain increasing and decreasing items set forth by tax 
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legislation. Taxable income includes all types of income realised during the financial year, such as interest 
income and income from capital gains. The regular rate of Hungarian corporate income tax is 10 per cent. in 
respect of amounts up to 500 million on a before-tax basis, and 19 per cent. thereafter. 

Taxation of individual Hungarian tax-resident Noteholders 
Individual Hungarian tax-resident Noteholders are subject to tax on their worldwide income. Interest received 
and capital gains realised with respect to publicly traded debt securities, such as the Notes, are subject to tax 
at 16 per cent. Individual Hungarian tax residents are persons: (i) who are Hungarian citizens; (ii) whose stay 
in Hungary exceeds 183 days within a calendar year; (iii) who have a permanent domicile (állandó lakóhely) 
in Hungary; or (iv) whose centre of vital interests (létérdekek központja) is in Hungary, if they do not have a 
permanent domicile in Hungary or have permanent domiciles both in Hungary and in any other country. 

Luxembourg Taxation 

The following summary is of a general nature and is included herein solely for information purposes. It is 
based on the laws presently in force in Luxembourg, though it is not intended to be, nor should it be construed 
to be, legal or tax advice. Prospective investors in the Notes should therefore consult their own professional 
advisers as to the effects of state, local or foreign laws, including Luxembourg tax law, to which they may be 
subject. 

Withholding Tax 

Non-resident holders of Notes 

Under Luxembourg general tax laws currently in force and subject to the laws of 21 June 2005 (the 
“Laws”) mentioned below, there is no withholding tax on payments of principal, premium or interest 
made to non-resident holders of Notes, nor on accrued but unpaid interest in respect of the Notes, nor 
is any Luxembourg withholding tax payable upon redemption or repurchase of the Notes held by non-
resident holders of Notes. 

Under the Laws implementing the EC Council Directive 2003/48/EC of 3 June 2003 on taxation of 
savings income in the form of interest payments and ratifying the treaties entered into by Luxembourg 
and certain dependent and associated territories of EU Member States (the “Territories”), payments of 
interest or similar income made or ascribed by a paying agent established in Luxembourg to or for the 
immediate benefit of an individual beneficial owner or a residual entity, as defined by the Laws, which 
is a resident of, or established in, an EU Member State (other than Luxembourg) or one of the 
Territories will be subject to a withholding tax unless the relevant recipient has adequately instructed 
the relevant paying agent to provide details of the relevant payments of interest or similar income to 
the fiscal authorities of his/her/its country of residence or establishment, or, in the case of an individual 
beneficial owner, has provided a tax certificate issued by the fiscal authorities of his/her country of 
residence in the required format to the relevant paying agent. Where withholding tax is applied, it will 
be levied at a rate of 15 per cent. during the first three-year period starting 1 July 2005, at a rate of  
20 per cent. for the subsequent three-year period and at a rate of 35 per cent. thereafter. Responsibility 
for the withholding of the tax will be assumed by the Luxembourg paying agent. Payments of interest 
under the Notes coming within the scope of the Laws would at present be subject to withholding tax of 
15 per cent. 

Resident holders of Notes 

Under Luxembourg general tax laws currently in force and subject to the law of 23 December 2005 
(the “Law”) mentioned below, there is no withholding tax on payments of principal, premium or 
interest made to Luxembourg resident holders of Notes, nor on accrued but unpaid interest in respect 
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of Notes, nor is any Luxembourg withholding tax payable upon redemption or repurchase of Notes 
held by Luxembourg resident holders of Notes. Under the Law payments of interest or similar income 
made or ascribed by a paying agent established in Luxembourg to or for the immediate benefit of an 
individual beneficial owner who is a resident of Luxembourg will be subject to a withholding tax of 10 
per cent. Such withholding tax will be in full discharge of income tax if the beneficial owner is an 
individual acting in the course of the management of his/her private wealth. Responsibility for the 
withholding of the tax will be assumed by the Luxembourg paying agent. Payments of interest under 
the Notes coming within the scope of the Law would be subject to withholding tax of 10 per cent. 

EU Savings Directive 

Under EC Council Directive 2003/48/EC on the taxation of savings income, Member States are required to 
provide to the tax authorities of another Member State details of payments of interest (or similar income) paid 
by a person within its jurisdiction to an individual resident or certain other persons established in that other 
Member State. However, for a transitional period, Luxembourg and Austria are instead required (unless 
during that period they elect otherwise) to operate a withholding system in relation to such payments (the 
ending of such transitional period being dependent upon the conclusion of certain other agreements relating to 
information exchange with certain other countries). A number of non-EU countries and territories, including 
Switzerland, have adopted similar measures (a withholding system in the case of Switzerland).  
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Subscription and Sale 

BNP Paribas has, pursuant to a Subscription Agreement dated 27 July 2011, agreed with the Issuer, subject to 
the satisfaction of certain conditions, to subscribe the Notes at 99.332 per cent. of their principal amount less 
an arrangement fee plus accrued interest, if any. A portion of such fee may be re-allowed to certain investors. 
In addition, the Issuer has agreed to reimburse BNP Paribas for certain of its expenses in connection with the 
issue of the Notes. The Subscription Agreement entitles BNP Paribas to terminate it in certain circumstances 
prior to payment being made to the Issuer.  

BNP Paribas will make offers and sales into the United States through United States registered broker dealer 
affiliates.  

BNP Paribas and its affiliates have performed and are expected to perform in the future various financial 
advisory, investment banking and commercial banking services for, and may arrange loans and other non-
public market financing for, and enter into derivative transactions with, the Issuer and its affiliates.  

General 
Neither the Issuer nor BNP Paribas has made any representation that any action will be taken in any 
jurisdiction by BNP Paribas or the Issuer that would permit a public offering of the Notes, or possession or 
distribution of this Information Memorandum (in preliminary, proof or final form) or any other offering or 
publicity material relating to the Notes (including roadshow materials and investor presentations), in any 
country or jurisdiction where action for that purpose is required. BNP Paribas has agreed that it will comply, 
to the best of its knowledge and belief, in all material respects, with all applicable laws and regulations in 
each jurisdiction in which it acquires, offers, sells or delivers Notes or has in its possession or distributes this 
Information Memorandum (in preliminary, proof or final form) or any such other material, in all cases at its 
own expense. It will also ensure that no obligations are imposed on the Issuer in any such jurisdiction as a 
result of any of the foregoing actions. 

United States 
The Notes have not been and will not be registered under the Securities Act and Notes are subject to United 
States tax law requirements. Subject to certain exemptions, Notes may not be offered, sold or delivered within 
the United States or to United States persons. BNP Paribas has represented and agreed that it has not offered, 
sold or delivered and will not offer, sell or deliver any Notes within the United States or to United States 
Persons, except as permitted in the Subscription Agreement. 

In addition, until 40 days after the commencement of the offering, an offer or sale of Notes within the United 
States by a dealer (whether or not participating in the offering) may violate the registration requirements of 
the Securities Act. 

United Kingdom 
BNP Paribas has represented and agreed that: 

(a) it has only communicated or caused to be communicated, and will only communicate or cause to be 
communicated, an invitation or inducement to engage in investment activity (within the meaning of 
Section 21 of the Financial Services and Markets Act 2000 (“FSMA”) received by it in connection 
with the issue or sale of the Notes in circumstances in which Section 21(1) of the FSMA does not 
apply to the Issuer; and 

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything 
done by it in relation to the Notes in, from or otherwise involving the United Kingdom. 
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Hungary 
BNP Paribas has represented and agreed that if the Notes are offered in a private placement in Hungary (i) all 
written documentation prepared in connection with a private placement in Hungary will clearly indicate that it 
is a private placement; (ii) it will ensure that all investors receive the same information which is material or 
necessary to the evaluation of the Issuer’s current market, economic, financial or legal situation and its 
expected development, including that which was discussed in any personal consultation with an investor; and 
(iii) the following standard wording will be included in all such written communication: 

“PURSUANT TO SECTION 18 OF ACT CXX OF 2001 ON THE CAPITAL MARKETS, THIS -NAME OF 
DOCUMENT- WAS PREPARED IN CONNECTION WITH A PRIVATE PLACEMENT IN HUNGARY.” 
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General Information 

1. Application has been made to the Luxembourg Stock Exchange for the Notes to be admitted to the 
Official List and to be admitted to trading on the Euro MTF market. 

2. The Issuer has obtained all necessary consents, approvals and authorisations in Hungary in connection 
with the issue and performance of the Notes. The issue of the Notes was authorised by a decision of 
the general meeting of the Company passed on 17 May 2011. 

3. There has been no significant change in the financial or trading position of the Issuer or of the Group 
since 31 December 2010 and no material adverse change in the financial position or prospects of the 
Issuer or of the Group since 31 December 2010. 

4. Neither the Issuer nor any of its Subsidiaries is nor has been involved in any governmental, legal or 
arbitration proceedings (including any such proceedings which are pending or threatened of which the 
Issuer is aware) during the 12 months preceding the date of this Information Memorandum, which may 
have or has had in the recent past significant effects on the financial position or profitability of the 
Issuer or the Group. 

5. Each Bearer Note and Coupon will bear the following legend: “Any United States person who holds 
this obligation will be subject to limitations under the United States income tax laws, including the 
limitations provided in Sections 165(j) and 1287(a) of the Internal Revenue Code”. 

6. The Notes have been accepted for clearance through the Euroclear and Clearstream, Luxembourg 
systems (which are the entities in charge of keeping the records) with a Common Code of 065364816. 
The ISIN for the Notes is XS0653648161. 

The address of Euroclear is 1 Boulevard du Roi Albert II, B-1210 Brussels, Belgium and the address of 
Clearstream, Luxembourg is 42 Avenue JF Kennedy L-1855 Luxembourg. 

7. There are no material contracts entered into other than in the ordinary course of the Issuer’s business, 
which could result in any member of the Issuer’s group being under an obligation or entitlement that is 
material to the Issuer’s ability to meet its obligations to Noteholders in respect of the Notes being 
issued. 

8. Where information in this Information Memorandum has been sourced from third parties, this 
information has been accurately reproduced, and, as far as the Issuer is aware and is able to ascertain 
from the information published by such third parties, no facts have been omitted which would render 
the reproduced information inaccurate or misleading. The source of third party information is 
identified where used.  

9. For as long as the Notes are listed on the Luxembourg Stock Exchange, and starting on the date on 
which this Information Memorandum is made available to the public, copies (and English translations 
where the documents in question are not in English) of the following documents will be available, 
during usual business hours on any weekday (Saturdays and public holidays excepted), at the office of 
the Issuer: 

(a) the Trust Deed (which includes the form of the Global Notes, the definitive Bearer Notes, the 
Coupons and the Receipts); 

(b) the Memorandum and Articles of Association of the Issuer; 

(c) the published annual report and audited accounts of the Issuer for the three financial years 
ended 31 December 2008, 31 December 2009 and 31 December 2010; 
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(d) a copy of this Information Memorandum together with any supplement to this Information 
Memorandum or further Information Memorandum; and  

(e) all reports, letters and other documents, balance sheets, valuations and statements by any 
expert any part of which is extracted or referred to in this Information Memorandum. 

10. KPMG Hungária Kft. have audited, and rendered unqualified audit reports on, the accounts of the Company 
for the years ended 31 December 2008, 31 December 2009 and 31 December 2010 in accordance with 
International Financial Reporting Standards. The auditors of the Company are members of Magyar 
Könywizsgálói Kamara (the Chamber of Hungarian Auditors).  
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