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Budapest,  19    December 2008

Philip Da Costa
General Counsel
AXA Group Belgium
Boulevard du Souverain 25.

B-1170 Brussels 
Belgium
Dear Mr. Da Costa,

The Hungarian Financial Supervisory Authority - hereinafter: HFSA - has received written notification from the Banking, Finance and Insurance Commission (CBFA) on the intent of AXA Bank Europe SA to set up a branch unit in the territory of the Republic of Hungary in accordance with Directive 2006/48/EC in exercise of the freedom of settlement. The business operations of the intended unit would include those specified in points 1-2., 4-6. points of Annex 1 to Directive 2006/48/EC.

In view of the provisions laid out in Directive 2006/48/EC and in Article 32/A (6) of Act CXII of 1996 on credit institutions and financial enterprises, we are pleased to inform you that the notification of AXA Bank Europe SA concerning the establishment of a branch unit in Hungary and the following data of the branch unit have been registered by the HFSA. 

Name of the branch unit: 
AXA Bank Europe Hungarian Branch   “AXA Bank”
Address of the branch unit: 
1138 Budapest, Váci út 135-139., Hungary 

 Executive managers of the branch unit: 
Sándor Füzes  CEO, President of the Management Committee
Csaba Győri  CFO

László Mórucz  director Sales, Client and Partner relations
Ildikó Duna  director HR
Marianna Varga  director Strategy and Marketing
Eric de Crombrugghe  AXA representative in the Management Committe
List of the operations to be carried out by the branch unit:

I. Banking Services:

1. Acceptance of deposits and other repayable funds

2. Lending [including: consumer credit, mortgage credit, factoring (with or without recourse), financing of commercial transactions (including forfeiting)]
4. Money transmission services

5. Issuing and administering means of payment (e.g. credit cards, travellers’ cheques and bankers’ drafts)

6. Guarantees and commitments

A document enclosed to this letter, containing information on the Hungarian legal regulations introduced for the benefit of the public, containing regulations concerning the freedom of settlement, is available on the home page of the HFSA, in English language. The information package - with a few amendments - shows the regulations in effect in June 2004, thus it does not contain amendments to Act CXX of 2001 on the capital market which entered into force on 1 July 2005. Rules concerning central registration of bearing loan debts and the rules on the calculation of the total loan charge ratio have also been amended. These changes are described in the Act on credit institutions and financial enterprises and Government Decree No. 41/1997. (III. 5.).

In addition to statutory regulations comprised in the information package, the following legal regulations concerning the operation of a branch unit in Hungary, that should be taken into account:

Data provision

Decree No. 3/2008. (II. 26.) PM issued by the Minister of Finance concerning the range of data to be supplied by credit institutions and financial enterprises to the Hungarian Financial Supervisory Authority as well as the mode of data provision and Annex 1 to Decree No. 14/2007. (XI. 29.) MNB issued by the Governor of the National Bank of Hungary (hereinafter: NBH) on the scope of data to be supplied for the Central Bank’s information system and the method and deadline of data supply, contain lists of the data supplies to be provided, where the rules on the various data supplies also specify the entities that have to submit data. 

Branch offices are required to disclose data to the HFSA under the Decree No. 5/2004 (XII. 28.) PM issued by the Minister of Finance on a monthly, quarterly and occasional basis as well.

It should also be noted that the NBH has compiled a set of information for credit institutions intending to operate in Hungary in the form of branch units, containing pieces of information considered by the NBH to be useful and necessary for branch units. The supply of information is limited to relationships between the central bank and the branch unit originating from the basic tasks of the central bank, and the document also specifies experts working as contact persons for each of the particular areas concerned. 

An English language version of the central bank’s notice is attached hereto.

The importance of fulfilling the data supply obligation prescribed in Decree No. 3/2008. (II. 26.) PM should also be noted along with the fact that if a branch unit joins the deposit insurance system of its own Member State and not that of the Hungarian scheme, it must produce a Hungarian language notice specifying the types of deposits insured by the deposit insurance fund, the degree (percentage) of insurance, the conditions of the payment of compensation and the regime of procedures to be followed in order to use the services provided by the deposit insurance system.

Money transmission activities

A branch unit is subject to the same effective regulations concerning money transmission activities as are all domestic credit institutions. Therefore, in regard to its money transmission activities performed in Hungary a branch unit is governed by the relevant Hungarian regulations.

Accordingly:
- of Government Decree 227/2006. (XI. 20.) Korm. concerning payment transactions, cash transmission services and electronic means of payment applies to the branch unit as well, in respect of the activities referred to in Article 1 a) and b),

 - the rules laid out in Decree No. 21/2006 (XI. 24.) MNB on Money Transmission transactions apply to the branch unit on a mandatory basis.
Account keeping

Pursuant to Article 24 (3) of Act CXXXII of 1997 on Branches and Representative Offices (in Hungary of enterprises operating from registered seats abroad), in respect of demand for account keeping of branch units of credit institutions having their registered seats in EEA countries the NBH concludes bank account contracts with the branch units of the credit institutions registered in EEA countries, to the benefit of the credit institutions represented by such units. The contract is concluded on behalf of the branch unit by its legal representative. 

According to Act LVIII of 2001 on the National Bank of Hungary the NBH is under obligation to open accounts for credit institutions (including branch units), i.e. the NBH has no discretionary power in this respect.

In regard of the business conditions of account keeping, commissions and fees, the NBH applies - in view of the principle of equal treatment - applies the same conditions with respect to foreign account owners and branch units in Hungary as to accounts kept for credit institutions having their registered seats in Hungary. 

VIBER (real time gross settlement system) and BKR (interbank clearing system) membership does not automatically entail opening of an account with the central bank, because it requires meeting certain specific conditions (see annex and appendix to the NBH information brochure). 

In the case of branch units of credit institutions of EEA countries participation in the domestic settlement and payment systems requires individual consideration from the aspect of whether the country concerned has transposed in its internal legislation Directive 98/26/EC on settlement finality in payment and securities settlement systems, which provides for the legally incontestable performance of orders already accepted as well as the protection of the collaterals covering the obligations of the system and its members in the case of an insolvency procedure against the transferor. 

Participation in the VIBER system as direct members is provided by the NBH for credit institutions registered in EEA countries through their branch units in Hungary.

The pre-conditions for direct VIBER membership include: 

· the account owner must have a bank account with the central bank that is suitable for settlements in VIBER, 

· meeting the technical conditions of membership in the system, 

· a written declaration by the legal manager of the bank establishing a branch unit concerning the fact that the provisions laid out in Article 10 ea-ec) of Act XXIII of 2003 on settlement finality in payment and securities settlement systems are fully complied with,

· the NBH makes decisions on the mode and scope of the satisfaction of the condition laid out in Article 10 ed) of the above Act on a case-by-case basis and in line with the purpose of the Act,

· signature of the Agreement between the members of the system concerning the implementation of the above Act. 

In observance of the principle of equal treatment the NBH provides VIBER services for credit institutions and their branch units for the same charges as for members of the system having their registered seats in Hungary.

Where a branch unit intends to join the domestic payment and settlement systems directly, such branch unit joins the VIBER or the BKR system through a domestic credit institution that is a direct VIBER and BKR member, as its correspondent. The requirements concerning indirect VIBER and BKR participation are laid out in Annex and Appendix 2 to the NBH information brochure.

Intraday credit

In relation to VIBER membership and direct membership in the Interbank Clearing System (BKR) operated by GIRO Elszámolásforgalmi Zrt., intraday credit is provide by the NBH for credit institutions registered in EEA countries, through their branch units in Hungary.

One pre-requisite for the extension of such credit is that the member of the system has a securities account with KELER Központi Elszámolóház és Értéktár Zrt. and has a coverage of securities of types and of an amount accepted by the NBH blocked on such account, with the NBH specified as beneficiary.

Meeting the obligation to keep a reserve
The NBH’s regulations on mandatory reserve are laid out in NBH Decree No. 10/2005 (VI. 11.) MNB, those on the mandatory reserve rate are contained in NBH Decree No. 11/2005. (V. 11.) MNB. A branch unit of a credit institution having its registered seat in an EEA country qualifies as one obliged to keep a reserve as a branch unit in Hungary of a credit institution domiciled abroad, and the relevant obligations are laid out in the above decree. 
Involvement in the scope of monetary policy partners:

According to the Information material through its branch unit in Hungary a credit institution having its registered seat in an EEA country is - having met other general conditions - entitled to conclude transactions with the NBH in the same group of transactions as domestic banks are entitled to deal in. This means that, represented by its branch unit it is the credit institution having its registered seat in an EEA country is involved in the group of partners of NBH, i.e. the credit institution with its registered seat in an EEA country will be NBH’s partner in transactions concluded with the credit institution’s branch unit in Hungary. Other conditions to be met with respect to certain transactions are laid out in the ‘Terms and conditions in the HUF and FX market transactions of the Central Bank’.

Accounting-related reporting and audit requirement

For branch offices operating in Europe, headquartered in a member state of the European Union, based on Article 154 of Act on Accounting and Article 27/A of Government Decree nr. 250/2000. (XII. 24.) on the special provisions regarding the annual reporting and book keeping obligations of credit institutions and financial enterprises, the following publication requirements shall apply.

· In case of foreign businesses, the branch office is required to publish the official Hungarian translation of their annual reports including the auditor’s opinion together with the auditor’s report and deposit these with the court of registry through the business headquartered abroad (Article 27/A, Section (2) of Government Decree nr. 250/2000).

· Furthermore, it is required to publish the following based on the data of the accounting system and the annual report audited by the auditor (Article 27/A, Section (4) of Government Decree nr. 250/2000):

a) interest received (due) at the branch office, interest type revenues, revenues from securities, received (due) commission and fee income, net profit/loss on financial activities, other revenues from business operations, general administrative expenses, operating profit/loss;

b) average number of employees at the branch office;

c) all receivables of the business headquartered abroad arising in relation with the branch office, receivables from and payables to credit institutions and customers  broken down, denominated in HUF;

d) government securities recorded at the branch office, receivables from credit institutions and customers, securities representing lending operations broken down by endorsable and investment securities, payables to credit institutions and customers, liabilities arising from issued securities, guaranteed (future) liabilities and contingent liabilities related to monetary instruments.

· The Hungarian branch office of a business headquartered abroad satisfies the publication requirement in case an original or official copy of the above detailed documents are sent to the Company Registry and Company Information Service of the Ministry of Justice upon depositing the documents at the Court of Registry (Article 154, Section (7) of Act on Accounting).

· The branch office is required to ensure that the affected parties could access and make copies of the annual report and the tax reports prepared by the branch office in line with Act on Accounting and the Government Decree nr. 250/2000 (XII. 24.) (Article 27/A, Section (5) of Government Decree nr. 250/2000. (XII. 24.)).

· Article 154/B of Act on Accounting, which allows that depositing and publishing could be made electronically. In this regard, the provisions of Act CXLV of 1997 on the register of companies, public company information and court registration proceedings, Act III of 1952 on the code of civil procedure, and Act CXXVII on the amendment of certain related acts shall apply.

Supervisory audit:

Branch units are subject to onsite and offsite supervisory audits, primarily with respect to liquidity, Conduct of Business, consumer protection and money laundering. Where the HFSA finds any deficiency in the operation of a branch unit, it proceeds in line with the relevant EU and national regulations.

It should also be noted that in its operations a branch unit must always observe all relevant legal regulations that have not been listed in this notice. In the course of the application of the Hungarian legal regulations the Hungarian language versions of the regulations apply, the English language versions are delivered only for your information.

In the case of non-compliant operation of a branch unit the HFSA may take the following actions:

According to Article 168 of the Act on credit institutions and financial enterprises, if a branch unit breaches legal regulations in effect in Hungary or if the HSFA finds irregularities in its operation, the HFSA calls on the branch unit to terminate the irregularity. 

If the branch unit fails to fulfil the instruction the HFSA notifies the supervisory authority of the home member state of the entity about the irregularity, and it requests that such supervisory authority takes the necessary action. 

The HFSA may take action directly - without notifying the supervisory authority of the home member state - if it considers that the irregularity on hand is gravely jeopardising the stability of the monetary system or the interests of the customers. Such measures of the HFSA will be reviewed and its justification will be assessed in retrospect by the European Commission. 

Payment of supervisory fee 

A branch unit must pay a supervisory fee the amount of which is specified in Article 139/A (7) of the Act CXII of 1996 on Credit Institutions and Financial Enterprises.

Finally, let me wish you success in the operation of the branch unit in Hungary.

Yours sincerely,
Dr. Péter Schiffer
Deputy Director General
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*Kérjiik vdlaszdaban hivatkozzon iktatészdamunkra. Please, refer to our reference number in your response.
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