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1. VP BANK (SCHWEIZ) AG FINANCIAL YEAR 2005

2005 in retrospect

2005 was a successful year. After a number of challenging years, VP Bank (Schweiz) AG has regained strength,
and this is now reflected in a pleasing operating result and an impressive growth of client assets under manage-
ment. In particular the generally satisfactory development of the financial markets and a successful product
policy have made a vital contribution to that success. Highlight of the past year was the ceremonial opening of
the Moscow representative office. The results for the first year are impressive proof that this choice of location
was correct, and that VP Bank (Schweiz) AG is on the right path. In the reporting year, the business activities of
VP Bank (Schweiz) AG remained primarily oriented to the requirements of private clients and intermediaries.

The income from fee and commission business, the most important income element, rose by 21 per cent on

the previous year to CHF 11.4 million (2004: CHF 9.4 million). The income from trading business increased by
26 per cent to CHF 1.6 million (2004: CHF 1.3 million). Interest business rose by 12 per cent in the reporting
year to CHF 2.2 million (2004: CHF 2.0 million). Operating expenses were up on the previous year by just

13 per cent to CHF 14.6 million (2004: CHF 13.0 million), and this is attributable to the increase in personnel
expenses, principally providing client advice, of 16 per cent to CHF 10.8 million (2004: CHF 9.3 million).

In the reporting year the head count, expressed in full-time equivalents, rose by 3.2 individuals to 48.1 (2004:
44.9 individuals).

Gross income more than doubled in comparison to the previous year to CHF 3.3 million (2004: CHF 1.4 million).
Reported annual net income amounted to CHF 2.0 million, 27 per cent higher than the previous year (2004:
CHF 1.6 million).

Total assets total rose by 36 per cent to CHF 288.3 million (2004: CHF 212.1 million), and this is attributable
above all to increased lending to clients (plus 47.9 per cent) and banks (plus 52.9 per cent). This increase is off-
set on the liabilities side by the increased amount due to banks (plus 39.9 per cent) and clients (plus 56.4 per
cent). Virtually all lending to clients takes the form of credits, secured under terms that are typical of the bank-
ing industry.

Private banking client assets under management rose by 31.1 per cent to CHF 1798.7 million (2004:

CHF 1'371.7 million). Of asset growth in the amount of CHF 427.0 million around CHF 141.4 million is attributa-
ble to new money.

Because our parent company waived the payment of a dividend, we were able to increase our shareholders'
equity base by 4.3 per cent to CHF 48.3 million (2004: CHF 46.3 million). Moreover, last year's CHF 15.0 million
subordinated line of credit from the parent bank remains available for financing further expansion of VP Bank
(Schweiz) AG.

Personnel changes

Daniel Hug (born 1966, Swiss citizen) joined VP Bank (Schweiz) AG on May 1, 2005 and took charge of the
Banking Services business unit in his capacity as member of the Executive Board.

In February 2006 Dr. Stefan R. Gugger, Chairman of the Executive Board of VP Bank (Schweiz) AG, decided

to take on a new challenge outside VP Bank (Schweiz) AG. Since April 2002, Dr. Stefan R. Gugger was respon-
sible for the expansion of the business activities of VP Bank (Schweiz) AG as Chairman of the Executive Board
of VP Bank (Schweiz) AG. VP Bank thanks Stefan Gugger for everything he did, and wishes him all the best for
the future.



DANIEL HuG
MEMBER OF THE EXCECUTIVE BOARD

Daniel Hug, member of the Executive Board of VP
Bank (Schweiz) AG, will, on an ad interim basis, head
the Executive Board of VP Bank (Schweiz) AG.

Outlook for 2006

Since the summer of 2005, the VP Bank Group has
had a new structure. Within the context of this new
group structure VP Bank (Schweiz) AG has taken on
the role of advisory entity, which will lead over the
course of the year 2006, in production and in product
development, to more intensive cooperation with the
parent bank.

The quality of products and services is of vital impor-
tance to VP Bank (Schweiz) AG. For planning, pro-
duction and monitoring of quality, a new quality man-
agement system will be implemented in 2006. In this
connection the guideline procedures will also be
revised in 2006.

VP Bank (Schweiz) AG lays great store by well-
trained, motivated and reliable staff. So in 2006 train-
ing efforts will be increased and the system for target
agreement and performance assessment will be

reviewed.
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VP Bank (Schweiz) AG thanks its clients for their
trust. On behalf of the Board of Directors and the
Executive Board, we would like to take this opportu-
nity to thank all the employees of VP Bank (Schweiz)
AG for their untiring effort and great commitment.
We are confident that we can take the momentum
and pace of a fine year 2005 into 2006 and achieve
even greater success.

e

Fredy Vogt Daniel Hug
Chairman of the Member of the
Board of Directors Executive Board
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INCOME STATEMENT 2005

Income and expense from ordinary banking activities

2005 2004 Change
CHF CHF in %

Interest income
* Income from lending and discounting activities 4634009 3'879'453 19.5
* Interest and dividend income from financial investments
* Interest expense -2'386'674 -1'875'553 27.3
Net interest income 2'247'335 2'003'900 12.1
Fee and commission income
» Commission income from lending activities 57'563 61611 -6.6
» Commission income from securities and investing activities 13761965 11115996 23.8
* Fee income from other services 644145 666'636 3.4
* Commission expense -3103'697 -2'449'298 26.7
Net fee and commission income 11'359'976 9'394'945 20.9
Net trading income 1612171 1'279'624 26.0
Other ordinary income
* Income from sale of financial investments 18569
* Other ordinary income 2'682'595 1649321 61.7
* Other ordinary expense
Net other ordinary income 2'682'595 1'667'890 60.8
Operating expenses
* Personnel expenses -10805'927 -9'330'467 15.8
* General and administrative expenses -3795'872 -3'640241 4.3
Total operating expenses -14'601'799 -12'970'708 12.6
Gross income 3'300'278 1'375'651 139.9
Depreciation and amortization -1'151'210 -1'401'553 -17.9
Value adjustments, provisions and losses -196'353 -22'794 n.a.
Subtotal 1'952'715 -48'696 n.a.
Extraordinary income 500000 2070907 -75.9
Tax expense -444413 -441'449 0.7

Net income 2'008'302 1'580'762 27.0

1. VP BANK (SCHWEIZ) AG FINANCIAL REPORT

Profit appropriation

2005 2004

CHF CHF

Net income 2'008'302 1580762
Retained earnings 3'482'842 1982'080
Balance sheet net income 5'491144 3'562'842
Profit appropriation:
Allocation to general legal reserves -105'000.00 -80'000
Allocation to other reserves -500'000.00 0
Distribution on share capital
Retained earnings 4'886'144 3'482'842
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1. VP BANK (SCHWEIZ) AG FINANCIAL REPORT

BALANCE SHEET AS AT DECEMBER 31, 2005

Assets

31.12.2005 31.12.2004 Change

CHF CHF in %

Cash and cash equivalents 4'086'453 3'612'488 131
Due from banks 108'402'430 70'885'408 529
Due from customers 118113'877 79'854072 47.9
Mortgage claims 27'709'500 27'657100 0.2
Financial investments 229500 229500 0.0
Property and equipment 25'830'084 26'566'047 -2.8
Accrued income and prepaid expenses 3'285'455 2'630'494 24.9
Other assets 678160 638086 6.3
Total assets 288'335'459 212'073'195 36.0
Total due from Group companies
and qualified participants 52'406121 47109912 11.2
Liabilities and shareholders’ equity

31.12.2005 31.12.2004 Change

CHF CHF in %

Due to banks 112'859'643 80678533 39.9
Due to customers — savings and deposits
Due to customers — other liabilities 114921621 73492062 56.4
Accrued expenses and deferred income 3'547'819 3094198 14.7
Other liabilities 1130575 590903 91.3
Value adjustments and provisions 7544657 7'894'657 4.4
Share capital 20'000'000 20'000'000 0.0
General legal reserves 2360'000 2280'000 3.5
Other reserves 20'480'000 20480000 0.0
Retained earnings 3'482'842 1'982'080 757
Net income 2008302 1580762 27.0
Total liabilities and shareholders’ equity 288'335'459 212'073'195 36.0
Total subordinated amounts due 6'000'000 0

Total due to Group companies
and qualified participants 110717074 81265425 36.2
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2005 2004 Variance

in %
Total assets 8,237.8 7.888.8 4.4
KEY FIGURES OF VP BANK GROUP Due from banks 4,147.4 3,986.7 4.0
Due from customers 2,805.0 2,725.7 2.9
Due to customers 6,907.0 6,684.9 33
Total shareholders' equity 926.1 804.2 15.2
Shareholder's equity attributable
to shareholders of Verwaltungs- und Privat-Bank AG, Vaduz 908.0 790.8 14.8
Equity ratio (in %) 11.0 10.0 10.0
BIS tier 1 capital ratio (in %, excl. net profit) 15.3 15.4 -0.9
Total operating income, net 297.0 259.7 14.4
Income from interest-differential business 114.6 97.3 17.9
c Income from commission business and services 1443 122.4 17.9
2 c Income from trading activities 20.9 191 9.6
c € 5 2 Operating expenses 134.5 125.9 6.8
é s o % E 5 Net income 121.7 91.7 32.7
© o% = - - N % Net income attributable to the shareholders
5 % E % § E\ ~ of Verwaltungs- und Privat-Bank AG, Vaduz 119.3 89.8 329
ERRN ? 59 53
5 ok & T z :
v v} v} Y On-balance-sheet customer deposits 7,066.2 6,818.0 EX
Fiduciary transactions 2,008.6 1,540.5 30.4
Client accounts 21,044.4 17,749.6 18.6
Rating Standard & Poor's A/Stable/A-1
Ratio of foreign assets (in %) 58.3 CYA 2.2
Return on equity (in %) 14.3 11.9 20.2
Cost/income ratio (in %) * 45.3 48.5 -6.6
Headcount (expressed as full-time equivalents) 565.5 548.9 3.0
Total operating income, net per employee in 1,000 CHF 525.2 4731 11.0
Total assets Total operating income, net Client assets Shareholders' Total operating expense per employee in 1,000 CHF 237.8 229.4 3.7
under management equity Net income per employee in 1,000 CHF PANNO) 163.7 29.0
Net income per bearer share 20.18 15.19 329
c Net income per registered share 2.02 1.52 329
2 Dividend per bearer share * 8.50°¢ 6.00 4.7
E Dividend per registered share 0.85°¢ 0.60 4.7
: c Dividend yield (in %) 3.9 3.2 20.5
o 2 Pay-out ratio (in %) 42.1 39.5 6.6
% E Total shareholder's return on bearer shares (in %) 20.8 -4.0 n.a.
- Shareholders' equity per bearer share 153.52 133.70 14.8
@ Shareholders' equity per registered share 15.35 13.37 14.8
5 Quoted price per bearer share AR 187.00 17.6
Quoted price per registered share 21.00 18.00 16.7
Highest quoted price per bearer share 220.50 224.00 -1.6
Lowest quoted price per bearer share 177.80 159.50 11.5
Stock-exchange capitalization (in CHF million) 1,301 1,106 17.6
. Price-earnings ratio per bearer share 10.90 12.31 -11.5
31.12.2005 Price-earnings ratio per registered share 10.41 11.85 -12.2

. 31.12.2004

Net income Headcount Cost/income ratio
(full-time equivalents)




CONSOLIDATED FINANCIAL STATEMENTS
OF THE VP BANK GROUP

3. FINANCIAL REPORT VP BANK GROUP

CONSOLIDATED ANNUAL REPORT

OF VP BANK GROUP

Net income in excess of CHF 120 million, strong rise

in dividend, pay-out ratio of 42 percent

The consolidated financial statements 2005 of VP Bank Group
drawn up in accordance with International Financial Reporting
Standards (IFRS) disclose a net income (including the share attri-
butable to minority interests) of CHF 121.7 million. This result
constitutes an increase of 33 percent over the comparable
results of CHF 91.7 million for the prior year. In the first half year
of 2005, the recording of unrealized revaluation gains and losses
on available-for-sale financial investments was modified in accor-
dance with IAS 39, whereby (such gains and losses on) financial
investments are no longer to be taken to the income statement
but are to be recorded directly under shareholders' equity
without affecting operating income. Had the unrealized gains
and losses been recorded in the statement of income (as was
the previous practice), the net income would have reached

CHF 147.9 million (December 31, 2004: CHF 89.7 million),

which would have equated an increase of 65 percent. The

Consolidated net income (in million CHF)

dividend of CHF 1.00 per bearer share and CHF 0.10 per regis-

tered share to mark the 50-years long existence of VP Bank.

Confirmation of the target direction of VP Bank Group

VP Bank Group is set to reach a cost/income ratio of under

50 percent, a return on shareholders' equity of 12-15 percent
and a BIS tier 1 capital ratio (defined as the core capital expres-
sed as a percentage of risk-weighted assets) of 16 percent, as
well as the attainment of client assets under management tota-
ling CHF 30 billion by the end of 2006 as targets. VP Bank Group
closed its financial year 2005 with a cost/income ratio of 45.3
percent (December 31, 2004: 48.5 percent), a return on share-
holders' equity of 14.3 percent (December 31, 2004: 11.9 per-
cent) and a BIS tier 1 capital ratio (after appropiation of income)
of 16.6 percent (December 31, 2004: 16.6 percent); at the end
of 2005, client assets under management aggregated CHF 30.1
billion (December 31, 2004: CHF 26.1 billion).

Cost/income ratio (in %)
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consolidated statement of changes in shareholders' equity
shows in detail the quantitative impact of this accounting change
on shareholders' equity.

Within the framework of a long-term dividend policy, the Board
of Directors proposes to the Annual General Meeting of Share-
holders to be hold an April 28, 2006 an increase in the dividend
to CHF 7.50 per bearer share and CHF 0.75 per registered share
(prior year: CHF 6.00 per bearer share and CHF 0.60 per registe-

red share). In addition, the Board of Directors proposing a bonus

Dynamic environment on financial markets

In spite of stagnant economic growth and rising oil prices, the equi-
ty markets in 2005 performed spectacularly. Even bond markets in
Europe achieved an entirely positive performance. US dollar rates
moved markedly, above all the US dollar 3-month money-market
rate increased by some 2 percentage points over a one-year period
to reach 4.53 percent. This environment, the Group's own market
successes — primarily with investment fund products — as well as

the consistent implementation of the market-development concept
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impacted the successful business trends of VP Bank Group in 2005.
After a good start in the first quarter, transaction volumes cooled
off somewhat in the second, but recovered markedly in the third
and fourth quarters and influenced positively the development of
revenues. In implementing its market-development concept, the
latest expansion measures of VP Bank Group — the establishment of
VP Vermégensverwaltung GmbH in Munich at the end of 2004 and
of the Moscow representative office in 2005 — resulted in a schedu-
led further rise in personnel numbers; in this manner they scored
the anticipated successes in gaining new client assets under mana-

gement, particularly in the fourth quarter.

Business segments and their optimization

As of July 1, 2005, a new organizational structure was introduced on
a Group-wide basis. This new structure coupled with the strengthe-
ning of general management at Group level and in various Group
companies optimized the conditions for the development of the mar-
ket and defined clearly the CGroup management functions. The busi-
ness divisions Private Clients and Trust Banking generated a divisio-
nal income before tax of CHF 135.8 million (2004: CHF 100.5
million); Banking Services and central staff positions grouped within
the Corporate Center are service or cost centers. The business divisi-
on Private Clients was able to maintain its divisional income before
tax. Thanks to transaction-related commissions but also to successful
business with investment-fund products as well as the management
of stockholders' equity (ALM), Trust Banking reported again an
impressive development in profitability: divisional income before tax

increased by 42 percent to CHF 127.3 million.

The Group companies (excl. parent company) in Liechtenstein,

Luxembourg, Munich and on the British Virgin Islands contribu-
ted a divisional income before tax of CHF 20.7 million to the net
income before income tax. In comparison to the prior year, this

equated arise of 21 percent (2004: CHF 17.1 million).

Client assets under management

Client assets under management rose by 15.4 percent over the
prior year's level of CHF 26.1 billion to reach CHF 30.7 billion.
The exposure to equity shares in client portfolios remained stabi-
le at 32 percent. The mix of foreign currencies therein was

practically unchanged from the prior year.

Assets under Management (in million CHF)
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Consolidated statement of income

Total operating income, net increased by 14 percent to reach
CHF 297.0 million in comparison to the 2004 financial year. The
ratio of gross income to total operating income, net in relation to
the prior year improved from 52 percent to 55 percent. Revenu-
es from the commission business and services of 48 percent
forms the most significant component of total operating income,
net (2004: 47 percent), followed by revenues from the interest-
differential business with 39 percent (2004: 38 percent), revenu-
es from trading activities with 7 percent (2004: 7 percent) and

other ordinary revenues with 6 percent (2004: 8 percent).

Revenues from the interest-differential business increased by
18 percent to CHF 114.6 million (2004: CHF 97.3 million). This
increase is principally attributable to higher interest rates in com-
parison to the prior year, especially in the Swiss and US dollar
money markets. The increase also is to be ascribed to higher
volumes of fixed-interest financial investments, to the increase
of on-balance-sheet client deposits and the expansion of the
mortgage-loan business. The credit-granting business of

VP Bank encompasses principally the mortgage-loan, lombard
and commercial-credit businesses and is regionally focused.

VP Bank in principle concentrates, however, on services and
portfolio-management activities. Revenues from the commission

business and services increased by 18 percent compared to the

previous year to reach CHF 144.3 million (2004: CHF 122.4 milli-
on). Asset-related commissions contributed approximately half
of the revenues from the commission business and services. In
aggregate, 53 percent of commission revenues were achieved in
the more active second half year. In the case of brokerage com-
missions, the relationship of the first to the second half of the
year was 47 percent and 53 percent, respectively; even the reve-
nues from asset management and safekeeping fees were able to
increase in the second half year. The business with the bank’s
own investment funds in 2005 contributed CHF 41.3 million to
the total operating income, net (+32 percent). The increase in
commissions and service income could be achieved not only as a
result of the favorable market environment but also as a result of
the consistent implementation of the strategic direction of the
Group as well as an increase in quality both in the servicing of

clients and service offerings.

Also encouraging was the development of trading activities
which in 2005 totaled CHF 20.9 million (+10 percent). This rise
first and foremost resulted from client-related activities in the
field of foreign currencies and thanks to higher volatilities on

foreign-exchange markets.

Other income declined by CHF 3.8 million from the prior year's
level to reach CHF 17.1 million (2004: CHF 21.0 million). This
reduction is mainly the result of a smaller level of releases of

valuation allowances no longer required.

The value-at-risk indicates the potential loss which will not be
exceeded with a statistical probability of 99 percent. The avera-
ge daily value-at-risk of VP Bank for market risks in 2005 amoun-
ted to CHF 4.5 million. The amount of this average value is to be
seen in the context of the very good equity basis of VP Bank
Group and corresponds to only 0.48 percent of stockholders'
equity of the Group. VP Bank places great value on an adequate
risk policy: the risks of VP Bank are actively managed whereby
the establishment of an optimal relationship between risks and
yields lie in the center of management decisions. The financial
investments as of the end of 2005 totaling CHF 969 million and
managed conservatively by the business division Asset Manage-

ment were invested to the extent of some 80 percent in fixed-

3. FINANCIAL REPORT VP BANK GROUP

interest papers: the share of equities in the bank's own portfolio
of financial investments at the end of 2005 aggregated 20 per-
cent. Prudent credit policies and loans with a low risk profile
resulted in a low level of required valuation allowances and pro-
visions, measured in terms of the volumes of loans. Accordingly,
amounts charged to valuation allowances, provisions and losses
in 2005 declined by 21 percent over the prior period at a level of
CHF 8.1 million.

Expenditures and investments

Particular focus continues to be placed on cost control. The stra-
tegy of VP Bank foresees an independent future for the Group.
The financial policies of the bank must also be in line with this
objective: VP Bank must be capable to continue to make invest-
ments and expenditures required to cope with these challenges.
Investments in 2005 totaled CHF 11.7 million (December 31,
2004: CHF 13.8 million). The investment category of other IT
products experienced the most significant increase and encom-
passed investments in the fields of regulatory standards, e-ban-
king, client reporting and asset management. CHF 4.1 million
less were invested in the bank's own buildings than in the prior
year (completion of construction of the new service and logistics

center in Triesen in 2004).

Operating expenses increased by 7 percent over the prior year
to reach CHF 134.5 million. Thanks to a strict cost control, the
reinforced efforts made to develop front-office activities and to
expand the market did not lead to an excessive rise in costs. The
ratio of operating expenses to total operating income, net
amounted to 45 percent (2004: 48 percent). The increase in
employee headcount of 16.6 to reach 565.5 employees (expres-
sed as full-time equivalents), qualitative improvements in client-
related areas and higher accruals for bonus payments led to 8
percent higher personnel costs of CHF 92.2 million in compari-
son to the prior year. General and administrative expenses tota-
led CHF 42.3 million representing a 3 percent increase over the
level of the preceding year. The largest expenditures — marke-
ting and corporate communication — rose by 15 percent to

CHF 7.9 million and were required for the accompanying measu-
res necessary to support the growth strategy and for the consis-

tent further development of the corporate brand and of corpora-
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te reputation management. The costs of information technology
(IT) remained stable. The remaining cost blocks were largely sta-
ble or slightly receding. Depreciation and amortization declined

by 19 percent to CHF 18.6 million.

As aresult of prudent credit-granting policies and loans with a
low risk profile, charges to valuation allowances, provisions and
losses in 2005 were reduced by 21 percent over the prior period
at alevel of CHF 8.1 million.

Balance sheet

Total assets as of the end of 2005 grew by CHF 0.3 billion to
reach CHF 8.2 billion (+4 percent in comparison to December 31,
2004). The increase resulted from the growth in amounts due
from banks and customers (+ CHF 240 million to CHF 7.0 billion)
and the increase of financial investments (+ CHF 160 million to
CHF 968 million). On the other hand, other liabilities to custo-
mers increased by CHF 271 million to CHF 5.9 billion.

Shareholders' equity

Shareholders' equity registered a rise of 15 percent or

CHF 122 million to reach CHF 926 million. In accordance with
IFRS, bearer and registered shares of VP Bank as treasury shares
are deducted from shareholders' equity. The stockholders' equi-
ty attributable to the shareholders of Verwaltungs- und Privat-
Bank AG, Vaduz as at December 31, 2005 aggregated CHF
908.0 million (December 31, 2004: CHF 790.8 million). As of the
balance sheet date, Verwaltungs- und Privat-Bank AG, Vaduz, or
its subsidiary companies held in total 25,029 bearer shares as
well as 4,150 registered shares (prior year: 73,612 bearer shares
and 24,950 registered shares). This corresponds to a share of
approximately 0.4 percent of shareholders’ equity (prior year:
1.3 percent). Reference is made to note 28 (page 135) to the
consolidated financial statements with regard to the holdings of
treasury shares and the changes therein. The yield on sharehol-

ders' equity amounted to 14.3 percent (2004: 11.9 percent). The

equity ratio attained 11.9 percent (December 31, 2004: 10 per-
cent). The BIS tier 1 capital ratio (excl. net profit), defined as
core capital expressed as a percentage of risk-weighted assets,
as of December 31, 2005, was 15.3 percent (December 31,
2004: 15.4 percent). In comparison to the industry, VP Bank pos-
sesses a comfortable equity base and at the same time presents a
high degree of security for clients and business partners. Accor-
dingly, VP Bank Group received a rating of A/Stable/A-1 from
Standard & Poor's on August 30, 2005. This rating reflects the
solid risk and financial profile of the Group which distinguished
itself by a strong and sustainable capital structure and a high

level of profitability.

Shareholders' equity (in million CHF)

926.1

757.0

I 042

2003 2004 2005
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CONSOLIDATED STATEMENT OF INCOME

in 1,000 CHF Note 2005 2004 Variance

in %
Interest income 210,204 156,457 34.4
Interest expense 95,561 59,190 61.4
Total income from interest-differential business 1 114,643 97,267 17.9
Commission income 181,732 150,202 21.0
Commission expense 37,432 27,822 34.5
Total income from commission business and services 2 144,300 122,380 17.9
Income from trading activities 3 20,896 19,069 9.6
Other income 4 17,140 20,960 -18.2
Total operating income, net 296,979 259,676 14.4
Personnel expenses 5 92,158 84,918 85
General and administrative expenses 6 42,346 41,004 33
Operating expenses 134,504 125,922 6.8
Gross income 162,475 133,754 21.5
Depreciation and amortization 7 18,599 23,054 -19.3
Valuation allowances, provisions and losses 8 8116 10,249 -20.8
Income before income tax 135,760 100,451 35.2
Taxes on income 9a 14,023 8,715 60.9
Net income 121,737 91,736 32.7
Net income attributable to minority interests 2,398 1,908 25.7

Net income attributable to the shareholders
of Verwaltungs- und Privat-Bank AG, Vaduz 119,339 89,828 32.9

3. FINANCIAL REPORT VP BANK GROUP

Consolidated Statement of Income (continued)
in 1,000 CHF 2005 2004

Consolidated earnings per share of Verwaltungs- und Privat-Bank AG, Vaduz

Net income attributable to the shareholders

of Verwaltungs- und Privat-Bank AG, Vaduz (in 1,000 CHF) 119,339 89,828
Weighted average number of bearer shares 5,277,422 5,294,588
Weighted average number of registered shares 5,998,925 5,985,936
Total weighted average number of shares (bearer) 5,877,315 5,893,182
Net income per bearer share 20.31 15.24
Net income per registered share 2.03 1.52

Fully-diluted consolidated earnings per share of Verwaltungs- und Privat-Bank AG, Vaduz

Adjusted net income attributable to the shareholders

of Verwaltungs- und Privat-Bank AG, Vaduz (in 1,000 CHF) 119,339 89,828
Number of shares used to compute the fully-diluted consolidated income 5,877,315 5,893,182
Fully-diluted consolidated earnings per bearer share 20.31 15.24
Fully-diluted consolidated earnings per registered share 2.03 1.52

As per balance-sheet date, there were no financial or equity instruments which could result in a dilution of earnings per bearer or registered share.
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3. FINANCIAL REPORT VP BANK GROUP

CONSOLIDATED BALANCE SHEET

Assets Consolidated Balance Sheet (continued)
L B Liabilities and shareholders' equity

Cash and cash equivalents 12 66,882 77,429 136 R S R
Receivables arising from money-market paper 13 571 16,279 -96.5 Due to banks 114,489 124,761 82
Due from banks 14 4147413 3,986,703 4.0 Due to customers - savings and deposits 986,738 1,036,087 -4.8
Due from customers 14 2,804,975 2,725,651 29 Due to customers - other liabilities 5,920,285 5,648,860 4.8
Trading portfolios 16 437 1,540 716 Derivative financial instruments 30,555 56,002 454
Derivative financial instruments 17 20,830 45 594 -54.3 Medium-term notes 23 159,182 133,080 196
Financial instruments at-fair-value 18 361,930 326,710 10.8 Tax liabilities 9c 15,935 10,923 459
Financial instruments available-for-sale 19 606,443 481,339 26.0 Deferred tax liabilities o 16,329 13,724 190
Property and equipment 20 165,849 172913 4 Accrued liabilities and deferred items 33,583 24,042 39.7
Goodwill and other intangible assets 21 18,681 18,475 1.1 Other liabilities 24 30,058 35776 -16.0
Taxes receivable 9¢c 568 827 -31.3 Provisions 25 4,533 1393 225 4
Deferred taxation assets 9% 1,991 1,562 27.5 Total liabilities 7,311,687 7,084,648 3.2
Accrued receivables and prepaid expenses 27,843 22,509 23.7 Share capital 27 59,148 59,148 00
Other assets 22 13,340 11,29 18.1 Less: treasury shares 28 -5,276 14,774 64.3
Total assets 8,237,753 7,888,827 4.4 Capital reserves 110,845 10,867 02
Income reserves 843,000 759,149 11.0
IAS 39 reserves 24,656 4182 489.6
Foreign-currency translation differences -2,646 -6,036 56.2
Shareholders' equity attributable to shareholders
of Verwaltungs- und Privat-Bank AG, Vaduz 908,037 790,802 14.8
Minority interests 26 18,029 13,377 34.8
Total shareholders' equity 926,066 804,179 15.2

Total liabilities and shareholders' equity 8,237,753 7,888,827 4.4
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CONSOLIDATED CHANGES IN SHAREHOLDERS'

EQUITY

RESEVES
financial

instru-
Share Treasury  Capital Income ments
capital  shares reserves reserves IAS 39

Total shareholders' equity 31.12.2003

Equity of

Foreign- shareholders

exchange
transla-
tion dif-
ferences

of Verwal-
tungs-und

Privat- Bank Minority
AG, Vaduz interests

holders'
equity

prior to adjustment 59,148 -1,363 -11,244 701,680 -4,064 744,157 744,157
IFRS 32/39 adjustments

Unrealized gains and losses on

available-for-sale financial instruments

* gains/losses transferred to statement of income

* change in unrealized gains and

e |osses (net-of-tax) -2,785 2,785

Minority interests in shareholders' equity under IFRS, as restated 12,833 12,883
Total shareholders' equity 31.12.2003

after adjustment 59,148 -1,363 -11,244 698,895 2,785 -4,064 744,157 12,883 757,040
Total shareholders' equity 1.1.2004 59,148 -1,363 -11,244 698,895 2,785 -4,064 744,157 12,883 757,040
Unrealized gains and losses on

available-for-sale financial instruments

o gains/losses transferred to statement of income 1,248 1,248 1,248
* change in unrealized gains and losses (net-of-tax) 149 149 149
Foreign-currency translation differences -1,972 -1,972 1414 -3,386
Consolidated net income 89,828 89,828 1,908 91,736
Total reported result for 2004 89,828 1,397 -1,972 89,253 494 89,747
Dividend 2003 -29,574 -29,574 -29,574
Change in treasury shares -13.411 377 -13,034 -13,034
Total shareholders' equity 31.12.2004 59,148 -14,774 -10,867 759,149 4,182 -6,036 790,802 13,377 804,179
Total shareholders’ equity 1.1.2005 59,148 -14,774 -10,867 759,149 4,182 -6,036 790,802 13,377 804,179
Unrealized gains and losses on

available-for-sale financial instruments

* gains/losses transferred to statement of income -4,552 -4,552 -4,552
* change in unrealized gains and

* losses (net-of-tax) 25,026 25,026 25,026
Foreign-currency translation differences 3,390 3,390 2254 5,644
Consolidated net income 119,339 119,339 2398 121,737
Total reported result 31.12.2005 119,339 20,474 3,390 143,203 4,652 147,855
Dividend 2004 -35,488 -35,488 -35,488
Change in treasury shares 9,498 22 9,520 9,520
Total shareholders' equity 31.12.2005 59,148 -5,276 -10,845 843,000 24,656 -2,646 908,037 18,029 926,066

3. FINANCIAL REPORT VP BANK GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS

in 1,000 CHF 2005 2004
Cash flow from operating activities

Net result 119,339 89,828
Share of minority interests in consolidated net income 2,398 1,908
Depreciation and amortization 18,599 23,054
Write-off for value impairment on financial investments "available-for-sale” 70 721
Reduction in retirement pension provisions -300 -730
Creation/release of provisions 5,601 885
Non-cash-related gains and losses on sale of investments 0 186
Unrealized gains and losses on trading portfolios -46 -284
Unrealized gains and losses on financial investments “at-fair-value” -3,413 -6,391
Unrealized gains and losses on financial investments "available-for-sale” -2,692 707
Deferred income taxes 370 -1,662
Tax onincome paid, interest received less interest paid and dividends received -295,094 -212,986
Sub-total -155,168 -104,764
Changes in assets and liabilities in connection with operating

business activities, after adjustment for non-cash-related transactions:

Due from/to banks, net 10,006 520,486
Trading portfolios, incl. replacement values, net 671 810
Interest received from interest-differential business 178,248 136,469
Interest received from trading portfolio interests 34 23
Dividends received from trading portfolio interests 10 0
Interest received on financial investments "at-fair-value" 12,515 8,795
Dividends received on financial investments "at-fair-value” 9 8
Interest received on financial investments "available-for-sale” 14,439 11,782
Dividends received on financial investments “available-for-sale” 1,345 892
Due from/to customers 156,672 -397,324
Foreign-exchange impact on intra-group payments 18,996 -13,329
Accrued receivables, prepaid expenses and other assets -7.140 2276
Accrued liabilities and other liabilities 9,192 -6,970
Interest paid in connection with interest-differential business 95,453 60,316
Taxes on income paid -6,959 -5,298
Net cash flow from operating activities 328,323 214,172
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Consolidated Statement of Cash Flows (continued)
in 1,000 CHF 2005 2004

Cash flow from investing activities

Net increase / decrease in financial investments "at-fair-value” -35,404 -36,315
Net increase / decrease in financial investments “available-for-sale” -99,597 -83,029
Acquisition of property and equipment and intangible assets -11,728 -13,837
Disposal of property and equipment and intangible assets 0 1,920
Acquisition of subsidiary companies 0 -1.617
Disposal of subsidiary companies 0 0
Net cash flow from investing activities -146,729 -132,878

Cash flow from financing activities

Net increase / decrease in treasury shares 9,520 -13,034
Dividends paid -35,488 -29,574
Issuance / redemption of medium-term notes 26,102 -43 332
Net cash flow from financing activities 134 -85,940
Impact of foreign-currency translation (incl. minority interests) -2,553 -10,703
Net increase / decrease in cash and cash equivalents 179,175 -15,349
Cash and cash equivalents at the beginning of the financial year 828,840 844,189
Cash and cash equivalents at the end of the financial year 1,008,015 828,840
Net increase / decrease in cash and cash equivalents 179,175 -15,349

Cash and cash equivalents are represented by:

Cash 66,882 77,429
Receivables arising from money-market paper 571 16,279
Due from banks - sight balances 940,562 735,132
Total cash and cash equivalents 1,008,015 828,840

Sight balances due from banks bear interest at daily rates or are invested in interest-bearing short-term money-market deposits of
between one day and three months, depending upon the liquidity needs of VP Bank Group. Interest rates are based upon
equivalent market rates. The fair value of cash and cash equivalents aggregates in 1,000 CHF CHF 1,008,015 (2004: CHF 828,840).

! Establishment of VP Vermogensverwaltung GmbH, Munich, CHF 1.467 million. Capital subscription; purchase of remaining 40 % of equity participation in Proven-
tus Trust AG, Vaduz.

? Sale of shareholdings in Eurofiducia Management S.A., Montevideo, for CHF 0.32 million in exchange for offset against receivable.
Cash exchanged in connection with the sale aggregated CHF 0.02 million.

3. FINANCIAL REPORT VP BANK GROUP

CONSOLIDATED OFF-BALANCE-SHEET AMOUNTS

in 1,000 CHF 31.12.2005 31.12.2004

Contingent liabilities

Credit guarantees and similar 13,023 18,076
Performance guarantees and similar 91,360 95,359
Irrevocable commitments 0 0
Other contingent liabilities 544 275

Total contingent liabilities 104,927 113,710

Credit risks

Irrevocable facilities granted 40,033 29,020
Capital subscription and margin obligations 0 0
Commitment credits 0 0
* Liabilities arising from deferred payment obligations 0 0
* Acceptances 0 0
* Other commitment credits 0 0
Commitments arising from artificial repo transactions 0 0

Total credit risks 40,033 29,020
Fiduciary transactions

Fiduciary deposits 1,995,542 1,506,134
Fiduciary loans 13,054 16,151
Other fiduciary financial transactions 0 18,185

Total fiduciary transactions 2,008,596 1,540,470

' Placements with banks which Group companies made with non-consolidated group companies in their own name

Securities lending and repurchase and reverse-repurchase transactions with securities

Receivables arising from cash deposits in connection with securities borrowing and reverse-repurchase transactions

Obligations arising from cash deposits in connection with securities lending and repurchase transactions

Securities lent out within the scope of securities lending or delivered as collateral within the scope of securities

borrowing activities as well as securities in own portfolio transferred within the framework of repurchase transactions 40,796 316,033
thereof securities where the unlimited right to sell on or pledge has been granted 40,796 150,565
Securities received as collateral within the scope of securities lending or borrowed within the scope of securities

borrowing activities as well as received under reverse repurchase transactions, in the case of which the unlimited

right to sell on or further pledge has been granted 40,796 316,381
thereof securities which have been pledged on or sold on 40,796 147,666
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