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The company continued to issue bonds under the various financing programmes during 2006.

The net profit after tax for 2006 amounted to € 5,612,876.
A dividend of € 5,300,000 out of retained earnings and net profit for 2006, which was paid on January 3rd, 2007 will be recommended to the Annual General Meeting of Shareholders for approval.

No further important events, material or financial, occurred relating to the company since December  31st, 2006. 
On the basis of market trends we expect that the company will continue to be active in the group financing programmes.
The structure and organisation of the company are such that risks to the company are strictly limited.
Rotterdam,  April 26th, 2007
Management Board:

J.G. Heffernan
J.J.M. Sluijter

balance sheet as at december 31, 2006
(before profit appropriation)

Assets



2006

2005

€
€
€
€

Fixed assets

Intangible fixed assets                    (2)            194,081

                                       279,108
Tangible fixed assets                      (3)                   484

                                          1,407
Financial fixed assets                     (4) 15,119,125,459
  
                            8,485,565,616



            15,119,320,024

                              8,485,846,131                                                                                               
Current assets

Loans falling due within one year  (4)  3,680,826,642

                             2,851,375,500
Interest receivable and accrued 

expenses
                                       (5)    213,205,420

                                139,546,960
Cash

                                                   6,726,440

                                    6,835,588



    3,900,758,502

                                2,997,758,048
Total assets
19,020,078,526

                              11,483,604,179
Liabilities

Capital and reserves

Paid-in and called-up share capital  (6)          4,803,264                                 4,803,264
Retained earnings           
                 (7)          2,845,292                                 2,475,591
Net profit for the year     
                 (7)          5,612,876                                 5,069,701


                                                                             13,261,432      
                                12,348,556
Provisions 
Provision for pension obligations   (8)                                       162,482                                             148,732
Long term liabilities
           

Bonds Issued                                  (9)
15,111,658,693


8,479,443,963
Current liabilities

Issued bonds falling due                             

within one year                               (9)    3,680,732,302
                                2,851,318,168
Other current liabilities                 (10)      214,263,617                                  140,344,760



      3,894,995,919


2,991,662,928
Total liabilities
    19,020,078,526

 
11,483,604,179
profit and loss account for the year ended december 31, 2006


2006

2005

€
€
€
€

Interest income                                (12) 525,974,760

                                273,010,755
Interest expense                               (12) 518,604,384

                                267,686,580



    7,370,376                                     5,324,175
Other interest income                      (13)                                  335,794

                                   337,005
Gross margin
                                            7,706,170

                                5,661,180
General & administrative expenses (14)     (345,808)

                                     (446,443)

Depreciation of fixed assets                           (85,950)

                                       (86,260)

Exchange rate differences                              (37,569)

                                        54,154
Income from participating interests (15)       502,321

                                   1,516,131



                                                                                 32,994                                    1,037,582
Profit before taxation
                                                          7,739,164

                                 6,698,762
Corporation tax
                                (16)                              (2,126,288)     
                              (1,629,061)

Net profit for the year
                                                         5,612,876

                                 5,069,701
CASH FLOW STATEMENT FOR THE YEAR ENDED DECEMBER  31, 2006
	
	       2006
	      2005

	
	        €


	       €

	Net profit
	5,612,876
	        5,069,701

	Depreciation
	              85,950
	             86,260

	Change in other assets and liabilities
	(224,481)
	            432,626


	Taxes received/(paid)
	             484,879
	            (602,654)

	Provision for pension obligations
	
               13,750
	             (23,964)

	Net cash flow from operational activities
	5,972,974

	4,961,969

	Financial fixed assets - increase
	(11,948,038,412)
	(5,336,561,519)

	Financial fixed assets - decrease
	4,485,027,426
	  3,492,866,137

	Net cash flow from investment activities
	(7,463,010,986)

	(1,843,695,382)

	Bonds issued
	11,946,566,082
	   5,334,752,224

	Bonds repaid
	(4,484,937,218)
	 (3,492,822,065)

	Dividend paid
	(4,700,000)
	(4,000,000)

	Dividends received
	                         -
	         3,050,000

	Net cash flow from financing activities
	7,456,928,864
	1,840,980,159

	
	
	

	Net cash flow
	            (109,148)
	          2,246,746

	
	
	

	Cash balance as at January 1
	6,835,588
	4.588,842

	Cash balance as at December 31
	6,726,440
	6,835,588

	Net cash flow
	(109,148)

	2,246,746


notes to the financial statements 2006
1
Accounting principles

General

The company is a wholly-owned subsidiary of KBC Bank NV, Brussels. The main activity of the company is to assist in financing the activities of KBC Bank NV, its subsidiaries and associated companies. The address of the company is Watermanweg 92, 3067 GG Rotterdam, The Netherlands.

The financial statements have been prepared in accordance with Dutch generally accepted accounting principles. Unless stated otherwise, all assets and liabilities are stated at face value.
Currency translation

Assets and liabilities denominated in foreign currencies are translated at the rates of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rates ruling at the dates of the transactions. Resulting translation differences are taken to the profit and loss account.

Balance sheet

Intangible fixed assets

Intangible fixed assets are valued at acquisition price less straight-line amortization over the estimated economic life of the assets concerned. Intangible assets are depreciated at 20% straight line per year over the lifetime of the asset.
Tangible fixed assets

Tangible fixed assets are stated at acquisition price less straight-line depre​ciation over the estimated economic life of the assets concerned. Tangible assets are depreciated at 33.33% straight line per year over the lifetime of the asset.
Financial fixed assets / Bonds issued

Loans to group companies and bonds issued under the various programmes are stated at face value. The differences with the proceeds (issue expenses, premiums or discounts) are included as ‘current assets’ and ‘current liabilities’ and taken to the profit and loss account on a straight-line basis over the remaining term of the loans/bonds concerned. 
Participating Interests

Participating interests in group companies are valued at net asset value. The share in the result of the investment as well as profits and losses on sales are stated as ‘Income from participating interests’. 

Profit and loss account

Income and expenses are recognized in the financial year to which they relate.

Interest

Interest is accrued based on the contractual interest level in the financial year. Both loans granted to group companies and bonds issued have been treated in the same way. 

Corporation tax

Corporation tax is based on the income for the year. 

Consolidation

The company has not prepared consolidated figures, based on the exemption for subholdings (article 2:408 of the Dutch Civil Code). Consolidated figures of the company and its subsidiaries are included in the Financial Statements of KBC Groep N.V. Brussels, Belgium. A copy of the annual accounts of KBC Groep N.V. is deposited at the Company Registry in Rotterdam, The Netherlands. 
Notes to the balance sheet

2
Intangible fixed assets
The movement in the cost of intangible fixed assets is as follows:
	Cost
	   2006

      €

	2005

    €

	Balance as at January 1
	424,788
	424,788

	Additions
	           -
	           -

	Disposals
	           -
	           -

	Balance as at December 31
	
424,788
	
424,788

	
	
	


The movement in accumulated depreciation of intangible fixed assets is as follows:
	Accumulated Depreciation
	   2006

      €

	2005

    €

	Balance as at January 1
	145,680
	  60,722

	Depreciation for the year
	  85,027
	  84,958    

	Disposals
	           -
	           -

	Balance as at December 31
	230,707
	145,680

	
	
	


The movement in the intangible fixed assets after deduction of depreciation is as follows:
                                                                                                                            2006
2005

€
€

Balance as at January 1
                                                                                     279,108                364,066      

Investments
                                                                                                                  -                             -


Depreciation
                                                                                                      (85,027)                 (84,958)   


Balance as at December 31
                                                                               194,081                 279,108





The intangible fixed assets consist entirely of the costs paid to a third party for a newly-developed computer system.
3 Tangible fixed assets

The movement in the cost of tangible fixed assets is as follows:
	Cost
	   2006

      €

	2005

    €

	Balance as at January 1
	15,028
	15,028

	Additions
	         -
	         -

	Disposals
	         -
	         -

	Balance as at December 31
	
15,028
	
15,028

	
	
	


The movement in accumulated depreciation of tangible fixed assets is as follows:

	Accumulated Depreciation
	   2006

      €

	  2005

     €

	Balance as at January 1
	13,622
	 12,320

	Depreciation for the year
	     923
	   1,302    

	Disposals
	         -
	          -

	Balance as at December 31
	
14,545
	
 13,622

	
	
	


The movement in the tangible fixed assets is as follows:

2006
2005

€
€

Balance as at January 1                                                                                         1,407                 2,709
Investment
                                            -                  -
Depreciation
                                                                                                          ( 923)               (1,302)

Balance as at December 31
                                                                                     484                 1,407
The tangible fixed assets consist entirely of computer equipment developed and supplied by a third party.
4
Financial fixed assets
The breakdown of the financial fixed assets is as follows:

2006
2005

€
€

Cerinvest N.V., Rotterdam
                                                                                     531,064              380,646
KBC International Finance N.V., Curaçao
                                                             840,641              488,738
Belgium Government Bonds
                                                                               4,394,233            4,405,479
Loans to group companies
                                                                          15,113,359,521     8,480,290,753



                                                                                                   15,119,125,459    8,485,565,616
The company has a 100% investment in Cerinvest N.V., Rotterdam and a 100% investment in KBC International Finance N.V., Curaçao. 

The movement in  the investments in Cerinvest N.V., KBC International Finance N.V. and the Belgium Government Bonds for the year 2006 is as follows:


KBC
Belgium

Cerinvest
International
Government

N.V.
Finance N.V.
Bonds


€
€
€

Balance as at January 1, 2006                                                               380,646
         488,738
      4,405,479
Net profit for the year 2006
                                                                  150,418         351,903

-   
Amortisation of premium                                                                                -                      -         (11,246)
Balance as at December 31, 2006
                                                         531,064          840,641      4,394,233
The maturity breakdown of the Belgium Government Bonds as at December 31 is as follows:



Total
< 1 year
1 < 5 years
> 5 years

As of December 31, 2006                       4,394,233                   11,246                 44,984                4,338,003

As of December 31, 2005
                       4,405,479
                   11,246                 44,984                4,349,249

Loans to group companies

The movement in Loans to group companies is as follows.


2006
2005

€
€

Balance as at January 1, over 1 year                                                           8,480,290,753          6,817,762,117
Balance as at January 1, less than one year                                                2,851,375,500
          2,671,713,639


                                                                                                 11,331,666,253
       9,489,475,756
Loans issued during the year                                                                     11,947,547,337
       5,335,056,634
Repayments                                                                                               (4,257,784,948)
   (3,583,516,255)
Translation differences                                                                                (227,242,479)            90,650,118  


                                                                                                 18,794,186,163
        11,331,666,253
Falling due within one year                                                                      (3,680,826,642)
     (2,851,375,500)
Balance as at December 31, over 1 year
                                                   15,113,359,521         8,480,290,753
Early redemption under specified conditions, is possible.

Loans to group companies are at arms-length basis.

The maturity breakdown of the loans to group companies as at December 31 is as follows:


Total
< 1 year
1 < 5 years
> 5 years

Loans:

As of December 31, 2006
               18,794,186,163        3,680,826,642  11,584,184,711          3,529,174,810
As of December 31, 2005
11,331,666,253
  2,851,375,500     5,233,678,394          3,246,612,359
5
Interest receivable and accrued expenses


2006
2005

€
€

Interest receivable
   133,053,771         64,786,537
Prepaid issue expenses                                                                                       80,151,649         74,383,014  
Tax receivable                                                                                                                    -              377,409

                                                                                                                213,205,420
  139,546,960
The interest on bonds issued and loans granted to group companies is calculated using a straight-line method.

6
Paid-in and called-up share capital


€

Authorized

50,000 ordinary shares of € 453.78                                                                                                22,689,000

Paid-in and called-up share capital

10,585 ordinary shares of € 453.78                                                                                                  4,803,264
The paid-in and called-up share capital consists of 10,585 ordinary shares of € 453.78 each, which are fully held by KBC Bank NV, Belgium.

There have been no movements in paid-in and called-up share capital during the year (2005: no movements).

7           Retained earnings
The movement in the Retained Earnings is as follows:

2006
2005

€
€

Balance as at January 1
     7,545,292             6,648,287
Provision for pension obligations as at January 1                                                          -                (172.696)
Net profit for the financial year                          
                                               5,612,876             5,069,701
Dividend paid during the year                                                                         (4,700,000)            (4,000,000)       

Balance as at December 31                                                                               8,458,168              7,545,292
A dividend of € 4,700,000 was paid out of retained earnings on January 2, 2006
8          Provision for pension obligations
The company operates a defined benefit pension plan for its employees under which the vested benefits are funded through an insurance contract with a major insurance company in The Netherlands.

A provision has been recorded in the company’s accounts for the first time in 2005 for the net liability that arises from the shortfall between the present value of the defined benefit obligations under the plan and the market value of the pension plan assets invested by the insurance company.

The amount of the net liability as at January 1st, 2005  has been charged to retained earnings at that date. The actuarially determined periodic pension cost for the year is charged to the Profit & Loss Account.

The movement in the defined benefit obligation is as follows:
                                                                                                                 2006                    2005                    
                                                                                                                  

                                                                                                                 EUR                     EUR

	Defined benefit obligation as at  January 1st
	        637,553
	        521,269
	

	Service cost
	         33,021
	          29,287
	

	Interest cost
	         25,502
	          23,457
	

	Actuarial loss
	        (82,021)
	          63,540
	

	Defined benefit obligation as at  December 31st
	        614,055
	        637,553
	


The movement in the fair value of pension plan assets is as follows:

	Fair value of pension plan assets as at January 1st
	       434,652
	        348,573
	

	Actual return on plan assets
	         17,808
	          26,415
	

	Employer contributions
	         25,000
	          59,664
	

	Fair value of pension plan assets as at December 31st
	       477,460
	        434,652
	


The movement in the funded status of the pension plan is as follows:

	Benefit obligation in excess of plan assets
	       136,595
	       202,901
	

	Unrecognised net actuarial gains
	         25,887 
	       (54,169) 
	

	Net pension liability
	       162,482
	      148,732
	


The movement in the net liability is as follows:
                                                                                                                 2006                    2005                    
                                                                                                                  

                                                                                                                  EUR                     EUR

	Net liability as at January 1st
	    148,732     
	     172,696
	

	Net pension cost for the year
	         38,750
	          35,700
	

	Employer contributions
	       (25,000)
	        (59,664)
	

	Net liability as at December 31st
	       162,482
       
	        148,732

       
	


The amount recognized in the Balance Sheet is as follows:

	Net pension liability
	     162,482  
	148,732


The net periodic pension cost charged in the Profit & Loss Account is comprised as follows:

	Current service cost                                                                                                 
	       33,021
	          29,287
	

	Interest cost
	       25,502
	          23,457
	

	Expected return on pension plan assets
	     (19,773)        
	        (17,044)
	

	Net pension cost for the year
	       38,750
	          35,700
	


The principal actuarial assumptions used are as follows:

	Discount rate
	            4.65%
	            4%
	

	Expected rate of return on plan assets
	            4.65%
	            4%
	

	Expected rate of salary increase
	            3%
	            3%
	

	Rate of pension increase
	            2%
	            2%
	


9
Long term liabilities


2006
    2005

€
€

Bonds issued as at January 1, over 1 year
8,479,443,963
6,817,177,753
Bonds issued as at January 1, less than 1 year
  2,851,318,168
2,671,654,219



                       11,330,762,131
9,488,831,972
Bonds issued during the year
11,946,566,082
5,334,752,224
Repayments                                                                                               (4,257,728,909)

(3,583,455,783)
Translation differences
                                                                                (227,208,309)
90,633,718



 18,792,390,995
11,330,762,131
Falling within one year
(3,680,732,302)
(2,851,318,168)
Issued bonds as at 31 December
15,111,658,693
8,479,443,963
The average rate of interest paid on the outstanding bonds was 3.44% (2005:2.57%).
The maturity breakdown of the bonds issued as at December 31 is as follows:



Total
< 1 year
1 < 5 years
> 5 years

As of December 31, 2006
                     18,792,390,995      3,680,732,302  11,582,989,453    3,528,669,240
As of December 31, 2005
                     11,330,762,131
      2,851,318,168    5,233,259,978    3,246,183,985    
All bonds are guaranteed by KBC Bank NV, Brussels, Belgium or by KBC Groep N.V., Brussels, Belgium.

10
Other current liabilities

2006
2005

€
€

Interest payable                                                                                                 131,666,268
      63,891,191
Accounts payable                                                                                                     126,414           162,321  
Deferred income                                                                                                 82,363,465      76,291,248
Tax payable                                                                                                             107,470                      -


                                                                                                        214,263,617     140,344,760
11
Fair value of financial instruments

A financial instrument is any contract that gives rise to both a financial asset of one enterprise and a financial liability or equity instrument of another enterprise. The fair value of a financial instrument is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties at an arm’s length transaction.

The assets and liabilities of the company mainly consist of finan​cial instruments. For most of the financial instruments fair values, such as market values, are not available and can only be estimated using certain calculation models. The proceeds of the bonds issued are used for intercompany financing of the KBC group. The contracts for intercompany financing do not differ other than an interest margin, where applicable, from the structuring of the bonds in terms of maturity, currency, interest terms and fixings. 

The fair value of the financial instruments (derivative assets as well as derivative liabilities) at December, 31st 2006 amounts to € 620,421,682 (2005: € 277,324,816).
notes to the profit and loss account

12
Interest income and expense
The interest receivable income results from the loans granted by the company to KBC Bank N.V., Brussels, Belgium and other group companies. The interest expense relates to bonds issued.

13
Other interest income
This item mainly consists of the interest received on the Belgium Government Bonds.

14
General and administrative expenses

The General and administrative expense are as follows:




2006
2005




€
€

Salaries
                                                                                                               193,818
            184,326
Social security costs                                                                                                     10,077              11,801

Pension costs                                                                                                                38,750
              35,700
Other staff costs                                                                                                           12,781
               12,984
Staff cost
                                                                                                               255,426
            244,811
Bank charges                                                                                                                48,454
              27,306
Office and IT expenses                                                                                                20,991
             108,767
Legal and tax fees                                                                                                          3,473
             103,598
Audit fee
                                                                                                                37,110
               22,846
Administration expenses                                                                                               2,034
                 2,441
Management fees                                                                                                       (21,680)
            (63,326)



                                                                                                               345,808
            446,443
The company has two employees, both members of the Board of Directors. The remuneration of the Board of Directors is comprised of the salaries, social security costs and pension cost as set out above. The members of the Supervisory Board did not receive any remuneration.

15
Income from participating interests


2006
2005

€
€

Cerinvest N.V., Rotterdam                                                                                       150,418
           111,928

KBC International Finance N.V., Curaçao
                                                               351,903         1,404,203         



                                                                                                              502,321        1,516,131
16
Corporation tax

Corporation tax is calculated based on the profit before taxation taking into account the income from participating interest falling under the participation exempt at the applicable tax rate in the Netherlands (2006: 29.6%). KBC Internationale Financieringsmaatschappij N.V. forms a fiscal unity together with its two subsidiary companies, KBC International Finance N.V. and Cerinvest N.V.
17       Commitments
The company entered into a rental contract in 2003 with a duration period of 5 years amounting to 

€ 15,476 per annum.

18       Risk management
The structure and organisation of the company are such that interest, exchange, market, credit and operational risks to the company are strictly limited.
NOTES TO THE CASH FLOW STATEMENT

19    Cash flow statement
The Cash Flow Statement is compiled according to the indirect method. Net cash flow from operational activities includes Interest Received amounting to € 457,707,526 (2005: € 280,387,238) and Interest Paid amounting to € 450,829,307 (2005: € 275,081,140).
The cash balances of the company are free of encumbrance.

Rotterdam,  April 26th, 2007
Board of Directors:

J.G. Heffernan
J.J.M. Sluijter

Supervisory Board:

R. Lejaeghere
P. Roppe
G.Segers

Other information

Statutory rules concerning appropriation of profit

The net profit has been added to retained earnings.
In accordance with Article 14 of the company’s Articles of Association, the net profit is at the disposal of the annual General Meeting of Shareholders.

Dividend 2005
A dividend of  € 4,700,000 was paid on January 2nd, 2006.
Dividend 2006
A dividend amounting to € 5,300,000 was paid on January 3rd, 2007.

To: Board of Directors of KBC Internationale Financieringsmaatschappij N.V.
AUDITOR’S REPORT

Report on the financial statements

We have audited the financial statements 2006 (as set out on pages 2 to18) of KBC Internationale Financieringsmaatschappij N.V., Rotterdam, which comprise the balance sheet as at December 31, 2006, the profit and loss account for the year then ended and the notes.
Management’s responsibility 

Management is responsible for the preparation and fair presentation of the financial statements and for the preparation of the directors’ report, both in accordance with Part 9 of Book 2 of the Netherlands Civil Code. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of the financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.
Auditor’s responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in accordance with Dutch law. This law requires that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the financial statements give a true and fair view of the financial position of KBC Internationale Financieringsmaatschappij N.V. as at December 31, 2006, and of its result for the year then ended in accordance with Part 9 of Book 2 of the Netherlands Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirement under 2:393 sub 5 part e of the Netherlands Civil Code, we report, to the extent of our competence, that the directors’ report is consistent with the financial statements as required by 2:391 sub 4 of the Netherlands Civil Code.

Eindhoven, April 26, 2007
for Ernst & Young Accountants

/s/  P.J.A.J. Nijssen
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