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September 23, 2005

Re: NAB! North American Bus Industries Rt.
Rule 12g3-2(b) Exemption
File No.: 082-04925
- CiK:0001079925

To Whom it May Concern g E:I} gij

Pursuant to Rule 12g3-2(b)(1)(iii) enclosed are the documents described in the annexure
hereto for your attention.

These documents supplement the information previously provided with respect to the
Company’s request for exemption under Rule 12g3-2(b), which was established on 9th of
February, 1999.

This information contains the company’s relevant public disclosures from April, 2004 to
present date. These documents are being furnished with the understanding that such
information and documents will not be deemed “filed” with the SEC or otherwise subject to
the liabilities of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”), and
that neither this letter, nor the furnishing of such documents and information shall constitute
an admission for any purpose that the Company is subject to the Exchange Act.

Should you have any questions, do not hesitate to contact us.

Sincerely,
Yo \“/@g@@@%

™,

<5
Andras Bodor i 2@@5
Corporate Affairs Director HA%V%QV
g

Attachments:

Printed copy of the 2004 Annual Report

Interim reports for H1, Q3 and Q4 of 2004; Q1 and H1 of 2005 , L
NABI Rt.’s news releases containing all relevant information regarding the company: ' )
invitations and decisions of the AGM, incumbent transactions, changes in the person of the -
Upper Management and BOD, and other important news releases (bus orders, etc.) [

- ‘Budapest Plant Ujszasz u. 45. 1165 Budapest, Hungary Tel: + (36-1).401-7399 Fax: + (36-1).407-2931 E-mail: budapest@nabi.hu
- - Kaposvar Plant Keleti Ipari Park, 7400 Kaposvér, Hungary Tel: + (36-82) 887-401 Fax: + (36-82) 887-403 E-mail; kaposvar@nabi.hu
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Summary

During the first half of 2005, the NABI Group took significant steps toward restructuring its
operations and financing. On May 26, NABI signed an agreement with its financiers regarding
the restructuring of approximately US$103 million of short-term debt and other banking
facilities. Under the agreement, the financiers have agreed to reduce their debt to US$60
million, with a portion of such reduction converted to equity through acquiring 90 percent
equity interest in NABI Inc. and up to 33 percent equity interest in NABI Rt. The remaining
debt will be classified as long-term with maturities ranging from 5 to 8 years.

As disclosed in NABI's first quarter 2005 flash report, the equity of NABI Rt. in 2004 declined
to a level below two thirds of its registered capital, which required a mandatory capital
reduction according to the relevant Hungarian laws and regulations. The continued AGM, held
on May 27, approved the Board of Directors’ proposal to reduce registered capital by HUF
4,106,644,800 to HUF 517,955,200 without changing the number of shares (by reducing the
nominal value of the shares from HUF 1000 to HUF 112). The AGM also elected a new Board of
Directors and Supervisory Board and approved a number of important resolutions concerning
amendments to the Articles of Associations and the capital increase necessary for the debt-
equity conversion (these resolutions were released on May 27, 2005).

Earlier announcements regarding the restructuring of NABI’s operations contained references
to the Company’s intentions to focus on core business segments and activities. In line with this
strategy, operations at NABI's Kaposvar facility were suspended in July for an indefinite time.

Also, on July 28, NABI completed an agreement to sell its UK subsidiary Optare Holdings, Ltd. - .

for a total consideration of 11.8 million British pounds (refer to item 7.1. Changes after the -
period).
In the first-half of 2005, the NABI Group sold 559 vehicles compared to the 586 vehicles sold
in the same period of 2004. Vehicle sales revenue was US$145.4 million or 79.7 percent of
total revenue in the period, compared to US$155.2 million achieved in the first half of 2004.

In the US, the Company delivered the first 30 units of its revolutionary 60-BRT model to the .
Los Angeles County Metropolitan Transportation Authority (LACMTA), the remainder of the
base order for 200 buses will follow during 2005 and early 2006.

Optare continued to grow its market share of the heavy-duty bus market in the UK and ended
the quarter with a record order book for its range of buses.

During the period, Miami-Dade Transit exercised its option for 115 Model 40-LFW transit buses
resulting in a significant order for NABIL. This Lot 8 will be delivered in three phases - the first
phase buses to be delivered in late 2005, with the remaining two phases of Lot 8 to be
delivered in 2006. Two additional orders for 70 40-LFW and 10 60-BRT CNG-fueled transit
buses were received in July (after the period) from Foothill Transit, California and Mesa’s
Regional Public Transportation Authority, Arizona representing a total contract value of US$ 33
million.

US$36.7 million consclidated sales of aftermarket parts and services were achieved in the first
half of 2005, an increase of 23.9 percent over the US$29.6 million achieved in the same
period of 2004,

Gross profit for the first half of 2005 was US$15.7 million (before making a special campaign
warranty provision of US$3 million—see item 4.9.11. below) showed a significant
improvement from US$ 13.0 million achieved in the same period of 2004.
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' Before charging restructuring expenses, SGA costs fell to-US$16.7 million compared to

US$17.6 million in 2004, and the operating loss reduced to US$4.0 million for the first 6
months of 2005 from US$5.0 million in 2004. After restructuring expenses of US$5 million, the
operating loss increased to US$9.0 million compared with US$6.4 million in the same period of

2004 -

- The-Group. reported a net loss of US$11.2 million for the six months ended June 30, 2005

compared to a net loss of US$4.3 million in the same period of 2004. Cash and cash
equivalents decreased by US$8.0 million to US$16.0 million compared to their balance as of
December 31, 2004. The decline in cash was scmewhat offset by an inventory reduction of
US$12.0 million; however, payments to suppliers—which resulted in a decrease of accounts
payable by 12.9 percent since December 31, 2004, from US$76.6million to US$66.7 million—
reduced cash and cash equivalents.

Although in previous years, NABI’s quarterly financial statements were prepared in accordance
with US GAAP, pursuant to requirements under Hungarian law, the financial statements in this
report are prepared in accordance with International Financial Reporting Standards (IFRSs).
Reconciliations of all material differences arising from the conversion of the statements from
US GAAP to IFRSs are included in this report.

This interim report contains information about the performance of the NABI Rt. (*NABI”, “the

Company”, or “the Group”), and its 100 percent owned subsidiaries "NABI Inc.” and "Optare
Holdings LTD.” (“Optare”), during the first half ended June 30, 2005.

Declaration

The financial information contained in this flash report is based upon IFRSs and contains data
and statements regarding the reporting period that are correct and reflect the true situation to
the best knowledge of the management. All facts known to date that may have a significant
bearing on the position of the Group and known to management have been included in this
report. Forecasted future events can be influenced by unforeseeable risks.

August 12, 2005

Andras Racz
Chief Executive Officer
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1. " sales and Order Backlog

1.1 Bus deliveries

During the first half of 2005 NABI Group sold 559 vehicles compared to 586 vehicles in the
same period of 2004. Unit sales reduced in the U.S. compared to last year, which resulted in
a US$2.9 million decrease in revenue, however in the UK units sold increased from 235 to 285
in 2005.

Vehicle sales revenue in the first half of 2005 was US$145.4 million (including deferred
revenue) or 79.7 percent of total revenue in the period, compared to vehicle sales of
US$155.2 miilion achieved in the first half of 2004.

Market Bus type June 30, 2005\ June 30, 2004 June 30, 2003
usa 30-foot (medium duty) 0 R 12
: 35/40-foot (heavy-duty) 174 239 287
60-foot articulated (heavy-duty) 49 73 1
40/45-foot CompoBus® 35 33 ‘ 8
USA MARKET TOTAL: 258 346 . 308
United Kingdom Single deck under 7.5t ' 33 43 66
Single deck over 7.5t 252 191 185
Double deck (over 7.5t) 0 1 9
UK MARKET TOTAL: ' 285 235 260
Hungary Single deck over 7.5t 9 5 3
Other EU (Optare)  Single deck over 7,5t 7 0 0
EU MARKET TOTAL: 16 5 3
GRAND TOTAL 559 586 571

1.2 Sales of aftermarket parts and services

US$36.7 million consolidated sales of aftermarket parts and services were achieved in the first
half of 2005, an increase of 23.9 percent on the US$29.6 million achieved in the same period
of 2004.

1.3 __ Bus order backlog

The consolidated bus order and option backlog of the Group at the end June 2005 contained

1,954 buses with a total value of approximately US$764 million. The number of firm orders
for the US market was 473 with a value of approximately US$205 million, the Group’s US
option backlog was 1,198 buses. Although the Group has experienced delays in the conversion
of options into orders, management expects a number of options to be exercised in the year
ahead. Consistent with its past practices, the Group will adjust its near term operations and
production plan to reflect the level of firm orders.
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PK3.

Figures in US$ thousands June 30, 2005 2004 2004
Cash and cash equivalents 16,006 66.8% 23,956
Receivables 63,658 100.2%) 63,508
Inventories 67,562 84.9%) 79,586
Prepaid expenses and others 376 9.5% 3,958
Total current assets 147,602 86.39%| 171,008
Intangible assets 2,522 86.3% 2,923
Property and equipment, net 47,536 93.7%) 50,728
Goodwill 1,504 100.0% 1,504
Deferred debt issue cost (o} 0.0%| 2,381 -
Deferred income taxes 2,065 95.2%, 2,169
Others 120 96.8%) 124
Total Non-Current assets 53,747 89.8% 59,830
Total assets 201,349 87.2% 230,837
Short-term debt 103,446 97.8%) 105,814
Accounts payable 66,698 87.1% 76,609
Warranties 27,618 101.7%) 27,147
Accrued and other liabilities 9,000 69.6% 12,926
Total current liabilities 206,762 92.9% 222,496
Long-term notes and capital lease
obligations, net of debt discount
170 70.8% 240

Obligations under residual value
guarantees 2,941 101.3% 2,904
Deferred revenue 2,154 73.7%) 2,923
Deferred income taxes 2,702 97.1% 2,782
Total non-current liabilities 7,967 90.0% 8,849
Share capital 25,474 100.0% 25,474
Additional paid in capital 22,771 81.2% 28,027
Accumulated income (61,773) 112.0% (55,155)
Accumulated other comprehensive
income 148 12.9% 1,147
Total shareholders’ equity (13,380) 2636.5%) {507)
Total liabilities and

-——-shareholders’ equity. 201,349 87.2% 230,838

Unaudited financial statements - in accordance with IFRS

" June 30 2005
/December 31,

December 31,
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Foreign
Netincome  currency  y g ,anceof  June 30,
for the translation

Figures in US$ thousands Jan 1, 2004  period adjustment warrants 2004
Share capital 25,474 0 0 0 25,474
Additional paid in capital 25,612 0 0 2,415 28,027
Retained earnings 10,637 (4,289) 4 0 6,349
Accumulated other comprehensive

income 283 0 (102) Q 181
SHAREHOLDERS' EQUITY 62,006 (4,289) (102) 2,415 60,031

Foreign
Net income currency
for the translation June 30,

Figures in US$ thousands Jan 1, 2005 period adjustment 2005
Share capital 25,474 0 0 25,474
Additional paid in capital 22,771 0 0 22,771
Retained earnings (50,558) (11,215) 0 (61,773)
Accumulated other comprehensive
income 1,147 0 (999) 148

SHAREHOLDERS' EQUITY (1,166)  (11,215) (999) (13,380)
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Figures in US$ thousands, except where otherwise

)
June 30, 2005/

GBP / US$ exchange rate as at the closing day of the period

indicated June 30, 2005 June 30, 2004 (%) June 30, 2004
Net sales 181,563 98.45% 184,419
Deferred revenue 769 99.95% 769
TOTAL REVENUE 182,332 98.46% 185,188
Cost of Sales (166,598) 96.74%) (172,211)
- GROSS PROFIT BEFORE CAMPAIGN WARRANTY
PROVISIONS , 15,735 121.25% 12,977
~Gross-margin-before-campaign- warranty..provisions (%). . . 8.63 7.01
Campaign warranty provisions (3,000) 934.58%) (321)
GROSS PROFIT AFTER CAMPAIGN WARRANTY
PROVISIONS 12,735 100.62% 12,656
Gross margin after campaign warranty provisions (%) 6.98 6.83
Selling, General & Administrative Expenses (16,708) 94.83% (17,619)
OPERATING LOSS BEFORE RESTRUCTURING EXPENSES (3.973) 80.06% (4,963)
Operating margin before restructuring expenses (%) (2.18) (2.68)
Restructuring expenses (5,047) 346.21% (1,458)
OPERATING LOSS AFTER RESTRUCTURING EXPENSES (9,020 146.49%J (6,421)
Op_eratmg margin after restructuring expenses (%) (4.95) (3.47)
Other income / (Expense) net 1,896 47.65% 3,979
Amortization of debt discount 0 -0.08%) (462)
Amortization of deferred debt issue cost ) 0.03% (191)
Interest income 132 306.98% 43
Interest expense (4,153) 183.17% (2,267)
LOSS BEFORE INCOME TAX (11,145) 114.64% (5,319)
Income tax (expense) / benefit (70) -6.80% 1,030
NET LOSS 11,215 143.82% 4,289

Net margin (%) (6.15) (2.35)
Currency translation adjustment (loss) / gain (999) 981.01% (102}
Comprehensive loss (12,214) 163.23% {4,390)
E.O.P. Number of shares (HUF 1,000 per share) 4,624,600 100.00% 4,624,600
Loss Per share {2.43) 143.82% (0.93)
Weighted a\)erage number of shares outstanding: diluted 4,624,600 100.00%) 4,624,600
Diluted loss per share (2.43) 143.82% (0.93)
HUF/US$ exchange rate as at the closing day of the period 204.7% 208.76
1.8048 1.8074

(1) the calcufation of fully diluted earnings per share includes 0 and O options in first half of 2005 and 2004,
respectively, for which the exercise prices were equal to or below the average market price of NABI shares on the

Budapest Stock Exchange during the period.

(2) The total amount of restructuring expenses in the first half year of 2004 was $3,773 thousand from which $2,315

was capitalized as deferred debt issue costs.
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June 30, June 30,
Figures in US$ thousands 2005 2004

Net loss (11,215)] (4,289)

Adjustments to reconcile net income to net cash
provided by (used in) operating activities:

Depreciation and amortization 3,974 4,104
Amortization of deferred revenue (769) (769)
Amortization of debt discount : 0 462
Amortization of deferred debt issuance cost 0 191
Warranties 471 (200)
Deferred income tax provision (106) (43)
Deferred debt issuance cost Q (2,258)
Issuance of warrants o 2415
. Unrealized forward exchange (gain)/loss 0 1,819
Changes in assets and liabilities: )
Accounts receivable, net (150) 11,411
Inventories 12,024 (10,198)
Prepaid expenses and others 3,582 155
Accounts payable (9,911) 15,773
Accrued liabilities and others (3,926) (3,989)
Increase in obligations under residual value guarantees 37 . 36
Increase in deferred revenue . 1y @)
Other assets / (liabilities) 4 4

Net cash provided by / (used in) operating activities
(5,986) 14,624

Cash-flows from investing activities:
Purchase of property and equipment (381) (2,990)
Net cash used in investing activities (381) (2,990)

Cash flows from financing activities:

Net cash Provided by / (used in) financing activities 443) (8,100)
Effect of foreign exchange rates on cash (999) (102)
Net increase / (Decrease) in cash and cash equivalents

(6,922 3,432
Cash & cash equivalents, beginning of period w/o overdraft 22,790 10,442
Cash & cash equivalents, end of period w/o overdraft 16,006 9,426
Overdraft, beginning of period 1,028 10,621
Overdraft, end of period 0 1,432
Net cash Provided by / (used in) overdraft (1,028 (9,189)

Reconciliation to BS _
Cash & cash equivalents, beginning of period 23,956 21,063
Cash & cash equivalents, end of period 16,006 15,306
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Figures in US$ thousands, except where
otherwise indicated and per share data Mar 31, 2005 June 30, 2005
Net sales 88,603 92,960
Deferred revenue 384 385
TOTAL REVENUE 88,987 93,345
Cost of Sales (81,732) (87,866)
GROSS PROFIT" 7,255 5,480
Gross margin (%} 8.15 587
Selling, General & Administrative Expenses
' (9,862) (11,893)
OPERATING LOSS 2,607 (6.,413)
Operating margin (%) (1.43) (6.87)
Other income / (Expense) net 998 898
Amortization of debt discount 0 0
. Amortization of deferred debt issue cost o} )
Interest income 57 75
Interest expense (1,985) (2,168)
LOSS BEFORE INCOME TAX (3,537) {7,608)
Income tax (expense) / benefit 50 (120)
NET LOSS {(3:487) (7.728)
Net margin (%) (1.891) (4.24)
Currency translation adjustment (loss) / gain
(129) (870)
Comprehensive loss 3,616 8,598
E.0.P. Number of shares (HUF 1,000 per
share) ‘ 4,624,600 4,624,600
Loss Per share (0.75) (1.67)
Weighted average number of shares
outstanding: diluted 4,624,600 4,624,600
Diluted loss per share {(0.75) (1.67)
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Figures in US$ thousands, except where
otherwise indicated and per share data Mar 31, 2004 June 30, 2004
Net sales 93,882 90,537
Deferred revenue 384 385
TOTAL REVENUE 94,266 90,922
Cost of Sales (87,292) (85,240)
GROSS PROFIT 6,974 5,682
Gross margin (%) : 7.40 6.25
Selling, General & Administrative Expenses -
(9,113) (9,964)
OPERATING LOSS ' (2,139) (4,282}
Operating margin (%) : (1.17) (4.71)
Other income / (Expense) net . 3,253 726
Amortization of debt discount ! ' (231) (231)
Amortization of deferred debt issue cost (22) (169)
Interest income 22 21
Interest expense (1,145) (1,122)
LOSS BEFORE INCOME TAX (262) (5,057)
Income tax {expense) / benefit (55) 1,085
NET LOSS 317 {3,972)
Net margin (%) (0.17) (2.18)
Currency translation adjustment (loss) / gain
9 (111)
o Comprehensive loss 307 (4,083)
E.O.P. Number of shares (HUF 1,000 per
share) 4,624,600 4,624,600
Loss Per share (0.07) {0.86)
Weighted average number of shares
outstanding: diluted 4,624,600 4,624,600
Diluted loss per share - (0.07) (0.86)
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3. Notes to the consolidated interim financial report.

3.1 General Information

NABI Bus Industries Rt. ("NABI Rt.” on a stand-alone basis and together with its subsidiaries,
“the Group” or “NABI") is a company domiciled in the Republic of Hungary. The consolidated
interim financial report of NABI for the quarter ended June 30, 2005 comprises NABI Rt. and
its subsidiaries.

NABI is primarily a designer, manufacturer, assembler and marketer of urban transit buses for

sale in the U.S. The Group also designs, manufactures, assembles and markets transit buses

and coaches for sale in the U.K and in Hungary. The Group also manufactures and purchases

bus parts for sale in the U.S. and the U.K. for its own buses and for buses of other

— .~ _....manufacturers. In addition, the Group provides repair and maintenance services to U.K. bus

— - - .. operators. The Group’s manufacturing and assembly activities take place in Hungary, the U.S.,
: and the U.K. a

The accompanying consolidated interim financial report of NABI as of and for the guarters
ended June 30, 2005 and 2004 consist of the accounts of NABI Rt. consolidated with the

. % held as of

June 30, 2005 December 31, 2004
Subsidiary
North American Bus Industries, Inc. 100% 100%
Optare Holdings Ltd. 100% 100%

The predecessor of NABI Rt. (NABI Kft.) was established in 1992 by the First Hungary Fund

Ltd., a closed equity fund registered in the Channel Islands. NABI Kft. was transformed into an

Rt. (company limited by shares) and its shares were listed on the Budapest Stock Exchange on

August 1, 1997, In February 2000, North American Bus Industries, Inc. ("NABI Inc.”) acquired

Optare Holdings Ltd. of Leeds, United Kingdom (“Optare”). As of March 31, 2005, 54%

(December 31, 2004: 54%) of NABI Rt.’s share capital was owned by the First Hungary Fund
— . . Ltd.; the remainder of the shares is publicly traded.

Basis of preparation

The consolidated interim financial report has been prepared in accordance with International
T TFinancial -Reporting Standards (IFRSs) and its interpretations adopted by the International
Accounting Standards Board (IASB), IAS 34 Interim Financial Reporting has been applied.

The financial statements are presented in US dollars {(US$), rounded to the nearest thousand.
They are prepared on the historical cost basis except for the revaluation of certain assets.

The preparation of financial statements in conformity with IFRSs requires management to
make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the
judgments about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgments made by management in the application of IFRSs that have significant effect on
the financial statements and estimates with a significant risk of material adjustment in the
next year are discussed below.
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Basis of consolldatlor!

The consolidated ﬂnanoal statements incorporate the financial statements of NABI Rt. and
entities controlled by NABI Rt. (its subsidiaries) as of the reporting date of each financial
statement. Control is achieved where NABI Rt. has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable or convertible are taken into account. The
financial statements of subsidiaries are included in the consolidated financial statements from
the date that control commences until the date that control ceases.

The consolidated financial statements include the accounts of NABI Rt., its wholly owned
subsidiary North American Bus Industries, Inc. (*"NABI, Inc.”) and the wholly owned subsidiary
-of NABI Inc., .Optare Holdings Limited (“Optare”). Alf significant intercompany accounts and
transactions are eliminated on consolidation. Where necessary, adjustments are made to the
financial statements of subsidiaries to bring the accounting policies used into line with those
used by the Group.

Foreign currency

The Group’s presentation currency (the currency in which the financial statements are
presented) is the U.S. Dollar ("US$").

NABT Rt.'s and NABI Inc.’s functional currency is the US$ which management believes to
reflect the primary economic environment in which the entities operate and expend cash. NABI
Rt. maintains its books in Hungarian Forint. Hungarian Forint and other foreign currency
transactions are recorded, on initial recognition in US$, by applying to the Hungarian Forint (or
another foreign currency) amount the spot exchange rate bhetween the US$ and the Hungarian
Forint (or another foreign currency) at the date of the transaction. ‘

At each balance sheet date:

(1) monetary assets and liabilities that are denominated in Hungarian Forint (or another
foreign currency) are translated into US$ at the closing foreign exchange rates prevailing at
“the balance sheet date;

(2) non-monetary assets and liabilities, principally inventories, prepaid expenses, plant,
property and equipment, share capital, and any revenue and expenses related to these items,
that are measured in terms of historical cost in Hungarian Forint {or another foreign currency)
are translated into US$ using the exchange rate at the date of the transaction; and

(3) non-monetary assets and liabilities that are measured at fair value in Hungarian Forint (or
another foreign currency) are translated into US$ using the exchange rates at the date when
the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary
items at rates different from those at which they were translated on initial recognition during
the period or in previous financial statements are recognized in profit or loss (through other
income / (expense)) in the period in which they arise.

When a gain or loss on a non-monetary item (e.g. the changes in fair value) is recognized
directly in equity, any exchange component of that gain or loss is recognized directly in equity.
Conversely, when a gain or loss on a non-monetary item is recognized in profit or loss, any
exchange component of that gain or loss is recognized in profit or loss.

Optare’s functional currency is the British Pound (“"GBP”). On consolidation, the assets and
liabilities of Optare are translated into US$ at exchange rates prevailing on the balance sheet
date. Income and expense items are translated at the average exchange rates for the pericd
unless exchange rates fluctuate significantly. Cumulative foreign currency translation gains or
losses are recorded as a separate component of shareholder’s equity in the consolidated
"balance sheet.

Forward exchange contracts are carried at fair value, which is their quoted market price at the
balance sheet date. Such contracts do not qualify for hedge accounting and are accounted for
as trading instruments.
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3.2

Conversion of US GAAP reports to IFRS

Notes | june 30, June 30,
Figures in US$ thousands, except where 2004 IFRS 2004
otherwise indicated ) USGAAP adjustments IFRS
Cash and cash equivalents 15,306 15,306
Receivables 46,689 46,689
Inventories 108,609 108,609
Deferred income taxes a 8,854 (8,854) 0
Prepaid expenses and others 4,473 4,473
Total current assets 183,931 (8,854} 175,077
Intangible assets b 0 4,342 4,342
Property and equipment, net 56,881 56,881
Goodwilt : c 18,728 (2,024) 16,704
Deferred debt issue cost 2,250 2,250
Deferred income taxes - a 3,572 8,857 12,429
Others 128 128
Totat NON-Current assets 81,559 11,175 92,734
Total assets 265,490 2,321 267 811
Short-term debt 14,792 14,792
Accounts payable 58,759 58,759
Warranties 17,723 17,723
Accrued and other liabilities 7,505 7,505
Deferred income taxes a 465 (465) 0
" Total current liabilities 99,244 465); 98,779
Long-term notes and capital lease
obligations, net of debt discount 99,419 99,419
Obligations under residual value guarantees d
3,046 (179) 2,867
Deferred revenue d 3,520 172 3,692
Deferred income taxes 1,674 1,350 3,024
Total non-current liabilities 107,659 ;,_.1&1} 109,003
Share capital 25,474 25,474
Additional paid in capital 28,027 28,027
Accumulated income 4,659 1,689 6,348
Accumulated other comprehensive income e
427 (246 181
Total shareholders’ equity 58,587 1,443 60,030
Total liabilities and shareholders’ equity
265,490 2,321 267,811
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Notes
June 30, June 30,
Figures in US$ thousands, except where 2004 IFRS 2004
otherwise indicated and per share data USGAAP adjustments IFRS
Net sales 184,419 184,419
Deferred revenue d 733 36 769
TOTAL REVENUE 185,152 36 185,188
Cost of Sales o : . (172,532) _(172,532)
GROSS PROFIT 12,620 361 12,656
Gross margin (%) . 6.82 6.83
Selling, General & Administrative Expenses b (19,396) 319 (19,077)
Operating income » 6,776 355 (6,421)
Operating margin (%) B (3.66) (3.47)
Other income / (Expense) net - 3,979 3,979
Amortization of debt discount ‘ (462) (462)
Amortization of deferred debt issue cost (191) (191)
Interest income 43 43
Interest expense d (2,231) (36) (2,267)
INCOME BEFORE INCOME TAX ‘ (5,638) 319 (5,319)
Income tax (expense) / benefit a 1,057 27) 1,030
NET INCOME {4,581) 29% (4.289)
Net margin (%) (2.47) (2.32)
Currency translation adjustment (loss) / gain e
(119) 17 (102)

Comprehensive income (4,700) 310 (4,390)
E.O.P. Number of shares (HUF 1,000 per share)

4,624,600 4,624,600
Earnings/(Loss) Per share {0.99) (0.93)
Weighted average number of shares
outstanding: diluted 4,624,600 4,624,600
Diluted earnings/loss) per share (0.99) {0.93)
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a)

b)

Notes
June 30, June 30,
Figures in US$ thousands, except where 2004 IFRS 2004
otherwise indicated and per share data USGAAP adjustments IFRS
Net sales 90,537 90,537
Deferred revenue d 367 18 385
TOTAL REVENUE 90,904 18 90,922
Cost of Sales (85,240) (85,240)
GROSS PROFIT 5,664 18 5,682
Gross margin (%) 6.23 6.25
Selling, General & Administrative Expenses b (9,639) (325) (9,964)
Operating income (3,975) (307) (4,282)
Operating margin (%) (2.15) (2.31)
Other income / (Expense) net 726 726
-Amortization of debt discount (231) | (231)
Amortization of deferred debt issue cost (169) (169)
Interest income 21 21
Interest expense d (1,104) (18) (1,122)
INCOME BEFORE INCOME TAX (4,732) (325) (5,057)
Income tax (expense) / benefit a 1,021 64 1,085
NET INCOME 3,711 (261) (3,972)
Net margin (%) (2.00) (2.15)
Currency translation adjustment (loss) / gain e
(119) 8 (111
Comprehensive income 3,830 (253) [4,083)
E.O.P. Number of shares (HUF 1,000 per share)
4,624,600 4,624,600
Earnings/{Loss) Per share (0.80) {0.86)
Weighted average number of shares
outstanding: diluted : 4,624,600 4,624,600
Diluted earnings/loss) per share (0.80) {0.86)

Under IFRSs, NABI does not classify deferred tax assets (liabilities) as current assets
(liabilities).
i. Under IFRSs, the following items increase deferred income tax liability:
1. capitalization of development costs of Optare (note b)
2. capitalization of devefopment costs of NABI Rt. (note b)

At the date of transition to IFRSs, the opening IFRS balance sheet excludes all research
and development costs that do not meet the criteria for recognition under IAS 38
Furthermore, it includes all intangible assets that meet the recognition criteria in IAS
38 at that date, except for intangible assets acquired in a business combination that
were not recognized in NABI's consolidated balance sheet under US GAAP and also
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would not qualify .for recognition under IAS 38 in the separate balance sheet,of the -
acquiree. Under USGAAP no- development costs were capitalized, and as a result of the ° -
Group applying IFRSs capitalized development cost of US$3,997 were recognized as of

Jan 1, 2004.

In accordance with the accounting policy, expenditures on development activities were
capitalized only if the resulting product or process was deemed technically and
commercially feasible and the Group had sufficient resources to complete development.
The above balance represents the amortized cost of intangible assets.

¢) In February 9, 2000, NABI, Inc., the subsidiary of NABI Rt., acquired 100% of the
‘stock of Optare Holdings Ltd. for a consideration of US$28.373 million, including
expenses of US$2.389 million. The acquisition was accounted for using the purchase
method of accounting. Goodwill arising on the acquisition was US$19.093 million, which
was amortized using the straight-line method over 20 years. Amortization, under US
GAAP, ceased effective January 1, 2002 when the carrying amount of goodwill was
US$18.728 million. As of January 1, 2004, under US GAAP, the value of goodwill was
still US$18.728 million, as the impairment tests conducted under US GAAP from
January 1, 2002 to January 1, 2004 did not indicate that any impairment existed. In
accordance with IFRS 1 First-time Adoption of International Financial Reporting
Standards, the Group has elected not to apply IFRS 3 Business Combinations
retrospectively to business combinations that occurred before January 1, 2004, the
date of transition to IFRSs, and has not elected to apply IAS 21 The Effects of Changes

in Foreign Exchange Rates retrospectively to fair value adjustments and goodwill

" “arising in business combinations that occurred before the date of transition to IFRSs.
Since IAS 38 Intangible Assets requires development costs that meet the recognition
criteria of the standard to be capitalized, and such costs were not capitalized under US
GAAP but were expensed as incurred, the capitalized development costs that Optare
would have included in its standalone IFRS balance sheet as of the date of the
acquisition by NABI, has been deducted from the amount of goodwill arising on
acquisition as such development costs represented an intangible asset that was

~ subsumed in recognized goodwill under US GAAP. As of January 1, 2004, the date of
_____transition to IFRSs, the carrying amount of goodwill has been adjusted to reflect the

development costs, all the assets and liabilities of Optare were identified as of the date
of acquisition, and no further modification of the carrying amount of goodwill as of
January 1, 2004 was necessary.

d) In accordance with the Group's IFRS accounting policy - in case of buses sold to
customers on terms which include an option for the customer to sell, under certain
conditions, the buses back to the Group at a future date - deferred revenue equals the
difference between the initial sales price and the net present value of the future
repurchase obligation. Since, under US GAAP, residual value obligations were presented
at their future value and remained the same throughout the life of the obligations, as of
the date of transition to IFRSs, the carrying amount of deferred revenues and
obligations under residual value guarantees had to be changed to comply with the
requirement of IFRSs to present provisions at their present values if the effect of the
time value of money is material. Under IFRSs, residual value obligations are amortized,
and the increase in the balance of such obligations from period to period is charged to
interest expense. The balance of residual value guarantees under IFRSs decreased by
US$215,000 as of January 1, 2004 and by US$142,000 as of December 31, 2004 as
compared to the previous US GAAP values. The balance of deferred revenue increased
by US$ 208,000 as of January 1, 2004 and by US$136,000 as of December 31, 2004
due to the transition to IFRSs. As of the date of transition to IFRSs, accumulated
income increased by $9,000 to reflect the net difference between US GAAP and IFRS
amortization of deferred revenue and residual value obligations. In the year ended
December 31, 2004, the net effect of the different amortization of deferred revenue
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and residual value obllgatlons under us GAAP and IFRSs on net income amounted to
Uss 3,000. .

e) The adjustment to accumulated comprehensive income is attributable to the
_development cost capitalization at Optare.

4. Financial Review

Name Issued Capital Ownership Voting Category
North American Bus Industries Inc. US$ 41.0 million 100% 100% Fully owned
Optare Holdings Ltd. (1) GBP 4.24 million 100% 100% Fully owned

(1) Optare Holdings Ltd owned by NABI Inc.

kAnﬁbunkt of Comr'n.it
Total amounts Less than 1

ht‘Expiratio‘r‘i Per pel:idd

Description Committed year 1-3 years 3-5 years After 5 years
Performance bonds 22,992 9,393 13,599 -

Royalty o 175 175 - - -
Total commitments ) 24,405 18,405 13,599 - -

NABI has initiated the termination of the exclusivity regarding the composite bus manufacturing, therefore
the Company does not expect to pay royalty after September 30, 2005.

L——

PK IFRS disclosur
Audited [ no
Consolidated [ yes
Accounting policy [ IFRS

4.1 Total Revenue

Net sales of buses and spare parts were US$182.3 million (including US$ 0.2 million other
sales) in the first half of 2005, a 1.5 percent decrease over the same period of 2004. The
reasons behind this decreased performance are detailed in section 1.1 of this report.

Vehicle sales amounted to US$144.6 million (excluding deferred revenue) of which US$$96.9
million was derived from the United States market, US$46.2 million from the UK market, and
US$1.5 from the Hungarian market. The year-on-year 6.3% decrease is primarily due to the
sale of lower priced models and the lower sales volume.

- Spare parts and aftermarket services revenue was US$36.7 million during the first half of
2005, a 23.9 percent increase over the comparable period of 2004,

Total revenue in the first half of 2005 and 2004 includes deferred revenue related to deliveries
of 30LFN buses in 2001 on which revenue is being recognized over several years. Deferred
revenue recognized in the first half of 2005 and 2004 was US$0.8 million for both periods.

4.2 Cost of Sales and Gross Profit

Cost of sales in the first half of 2005 decreased 1.7 percent to US$169.6 million from
US$172.5 million for the same period of 2004,

Primary reasons for the decrease relate to the lower sales volume and prior provisions made
as of the end of last year.
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Gigss profit for the first half of 2005 was US$12.7 million, resulting in an increase of 0.6

percent or approximately US$0.1 million compared to a gross profit of US$12.6 million in the
same period of 2004. This is mainly due to the fact that parts division sales and UK bus sales
represented a higher proportion of total sales in the current pericd than in the same period
last year. During the first half of 2004, the Company made a provision for certain camping
warranties totaling $US 3.1 million, which also had a negative impact on gross profit.

4.3 Operating Income

SGA expenses for the first half of 2005 increased by US$2.7 million to US$21.8 million
compared to the same period of 2004, an increase of 14.0 percent. This increase is mainly
attributable to the consulting and legal expenses related to the restructuring. Coests related to
the restructuring of the Group’s finances in the first half amounted to US$5.0 million. As a part
of the restructuring, NABI entered into consulting contracts in connection with services
provided by two of its board members. In the first half of 2005, the Group received invoices
from these related parties totaling US$0.4 million of which outstanding invoices totaled US$0
as of June 30, 2005.

The Group recorded an operating loss of US$9.0 million in the first half of 2005 compared to
an operating loss of US$6.4 million in the same period of 2004. The higher operating loss is
attributable to the increase in SGA expenses explained above.

4.4 Amortization of deferred debt issuance cost and debt discount

Since NABI adopted IAS 32 and IAS 39 on January 1, 2005, deferred debt issuance cost and

- debt discount amortizations were eliminated. Under IFRS, amortization of loans is charged to
- interest expense, - :

4.5 Other Income (Expense), Net

Other income was US$1.9 million for the first half of 2005, as compared with US$4.0 million
for the same period in 2004. No open forward contracts were outstanding at the end of first
quarter of 2005, because the Group is limited in its ability to enter into new forward contracts
as a result of changes in the Company’s financial agreements, which were signed in April
2004. In the first half of 2004, NABI earned US$2.2 million of realized and unrealized gains on
forward currency contracts. As a result of the cessation of the composite production, NABI has
ceased to recognize deferred income from January 1, 2004.

4.6 Earnings Before Interest, Tax, Depreciation and Amortization

As a result of the restructuring charges, the campaign warranty provided, and the lack of
forward contracts, the consolidated EBITDA of the Group was a negative US$2.9 million for the
first half of 2005. Consolidated EBITDA was US$1.0 million in the same period in 2004,

4.7 Loss Before Income Tax
The loss before income tax was US$11.1 million for the six months ended June 30, 2005

7’cpﬁn3_p_a£<_egwith the US$5.3 million in 2004.

4.8 Net Income

The Group reported a net loss of US$11.2 million for the six months ended June 30, 2005
compared to a net loss of US$4.3 million in the same period of 2004, NABI substantially has
abandoned the recognition of the deferred tax assets as a result of the future uncertainty of
these assets.

4.9 Changes in Balance Sheets Items
4.9.1 Cash and cash equivalents
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Cash.and.cash equivalents decreased by US$8.0 million to US$16.0 mllhon cowpared to their
balance as of December 31, 2004.

4.9.2 Receivables

Receivables increased 0.2 percent to US$63.6 million as of June 30, 2005 compared to
US$63.5 million as of December 31, 2004.

4.9.3 Inventories

Inventories decreased by US$12.0 million, or 15.1 percent from December 31, 2004 to June
30, 2005 mainly as result of the suspension of operations at NABI's Kaposvar facility.

4.9.4 Deferred income taxes
Deferred income taxes decreased by US4$0.1 million to US$2.1 million from US$2.2 million.

4.9.5 Prepaid expenses

----- - Prepayments -and other assets amounted to US$0.4 million as of June 30, 2005, a decrease of
90.5 percent compared to December 31, 2004. This decrease is mainly due to the lack of
unrealized gain on forward contracts at the end of June 2005.

4.9.6,Property and equipment, net

Property and equipment amounted to US$47.5 million as of June 30, 2005 a decrease of 6.3
percent compared to December 31, 2004. .

4.9.7 Intanglble assets

Under US GAAP no development costs were capitalized. As a result of the Group having
applied IAS 38, capitalized development cost of US$4.0 million were recognized as of Jan 1,
2004. Intangible assets amounted to US$2.5 million as of June 30, 2005, a decrease of 13.7
percent compared to December 31, 2004.

4.9.8 Deferred debt issue cost

Deferred debt issue cost was US$0 million as of June 30, 2005, US$2.4 million less than as of
December 31, 2004. The decrease is due to the fact that the Group adopted IAS 32 and IAS
39 on January 1, 2005 and deferred debt issue costs were derecognized as of that date. As
described in the previous interim report, the relevant amount of issue costs were deducted
from the fair value of the liability and equity components of financial instruments and have
been amortized through interest expense according to the effective interest method.

4,9.9 Short-term debt

Short-term debt was US$103.4 million as of June 30, 2005, a decrease of US$2.4 million
compared to the balance of short-term debt as of December 31, 2004 mainly due to the
application of IAS 32 and IAS 39 as of January 1, 2005 and a decrease in Optare’s usage of its
overdraft facility. On April 21, 2004, the Group entered into a Restructuring Facility Agreement
and an Amended and Restated Note and Warrant Purchase Agreement as part of restructuring
its financing. Optare also signed a Facility Agreement with its bank on May 21, 2004. The
details of these agreements have heen described in earlier annual and interim reports. As of
Septémber 30, 2004, December 31, 2004, March 31, 2005, and June 30, 2004, the Group did
not meet certain quarterly covenant tests set forth in its financial agreements. In accordance
with US GAAP and IFRSs, the Company has reclassified its fong-term debt as short-term.

On May 26, 2005, the Group entered into a Master Support Agreement (MSA), which
incorporated a Term Sheet (TS) (together the ,Agreements”) with the majority of the lenders
to NABI Rt. and NABI, Inc. (collectively the “Financiers”).
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The Agreements stipulate that the Group will continue to pursue its restructuring efforts with a
view to reducing debt as soon as practicable and ensuring the ongoing fong term commercial
trading operations of the group companies. ‘

The Agreements also oblige the Group to continue its efforts to dispose of assets and
businesses.

The Agreements provide for a restructuring of the Group’s debt, debt for equity conversions,
conditional waivers of all defaults under the prior financing agreements and the future trading
relationship between the group companies. The Agreements set out certain milestones,
which if not achieved, and certain events, the occurrence of which, will lead to the termination
of the Agreements.

~ Contingent on the timing and structure of the disposal of assets and businesses, the
- Agreements envisagé that the Financiers may obtain ownership interests effectively through
debt to equity conversions in NABI Rt, and NABI, Inc. Should such debt to equity conversions
materialize, NABI Rt. would be free of any indebtedness, but will maintain a guarantee for
repayment of up to US$ 5 million of the debt of NABI, Inc., secured by a lien on all real estate

assets of NABI Rt.

Should such debt to equity conversion materialize, the amended indebtedness of NABI Inc., as
the sole borrower following the completion of the restructuring (the Remaining Debt), would
consist of three tranches. Term A secured debt of US$ 30 million maturing in 2010 with annual
installments commencing in 2006 at an interest rate of LIBOR plus 800 bps or a fixed rate of
12%. Term B secured debt of US$ 15 million repayable in one installment in 2012 with an
interest rate of 15% which compounds and is payable only at maturity. Term C unsecured
subordinated debt of US$ 15 million (or US$ 18 million if the debt to equity conversion should
happen prior to September 30, 2005) repayable in one installment in 2013 with an interest
rate of 16% which compounds and is payable at maturity. Interest in connection with Term B
and Term C debt is reduced on any principal balance which is repaid within 2 years. Any net
proceeds generated from sales of assets and businesses will be used to reduce the Remaining
Debt. The exact method of the implementation of the restructuring is contingent on a number
of factors. The Group will announce further details of the implementation in due course.

In return for the conversion of debt, subject to shareholder approval, the Group intends to
~____issue new shares to the Financiers pro rata to their outstanding indebtedness at December 31,
2004 due from group companies equivalent up to 33% of the aggregate of all shares in issue.
As part of the restructuring, all outstanding warrants will be cancelled. In addition, the
Financiers will convert debt to equity of NABI Inc. corresponding to a 90% equity interest in
NABI Inc.

It is envisaged that the Financiers will have the right to nominate board members in NABI Rt.
commensurate with the ownership of equity, and all but one director of NABI Inc., which will
be appointed by NABI Rt.

4.9.10 Accounts payable

Accounts payable decreased by 12.9 percent since December 31, 2004, from US$76.6 million
to US$66.7 million.

4.9.11 Warranty provisions

Warranty provisions increased by 1.0 percent to US$27.6 million as of June 30, 2005
compared to US$27.1 million as of December 31, 2004; primarily due to (i) providing of
US$3.0 million of additional warranty reserves made to cover warranty repair campaigns on
certain buses sold in earlier years.
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4.9.12 Accrued and other Iiabilfﬁéé

Accrued and other liabilities were US$9.0 million at the end of first half in 2005, compared to
the US$12.9 million by the end of 2004.

4.9.13 Long-term notes and capital lease obligations

Long-term notes and capital lease obligations amounted to US$0.2 million as of June 30, 2005
and as of December 31, 2004. The small amount is attributable to the fact that all long-term
_notes and loans were classified as short-term due to the reasons outlined with regard to short-

4.9.14 Obligations under residual value guarantees

Obligations under residual value guarantees increased by 1,3% reflecting the adjustment to
the present value of the obligations during the period ended June 30, 2005. These relate to 76
buses sold with an option for the customer, subject to certain conditions, to oblige the Group
to repurchase the buses, which have been accounted for as an operating lease.

4.9.15 Deferred revenue

Deferred revenue decreased by US$0.8 million reflecting the recognition of the same amount,
which is amortized under deferred revenue in the income statement for the period ended June
30, 2005. ‘

4.9.16 Accumulated loss .

Accumulated 10ss was US$61.8 million as of June 30, 2005, as compared to an accumulated

loss of US$55.2 million as of December 31, 2004, which represents an increase of US$6.6
million in accumulated loss. This increase is attributable to a the net effect of the net loss of
US$11.2 million generated by the Group during the period and the US$4.6 million downward
adjustment of the accumulated loss as of January 1, 2005 due to the application IAS 32 and
39 as of the same date as described above.

5. Shareholder Structure

Type ‘ January 1, 2005 June 30, 2005
% Shares % Shares

Domestic institutions 13.01 601,619 9.13 422,353
Foreign institutions 56.51 2,613,209 56.10 2,694,512
Domestic & Foreign individuals (2) 0.00 0 0.00 0
Domestic depositaries, brokers 24 .61 1,138,115 27.27 1,260,924
Foreign depositaries, brokers 5.60 259,186 7.25 335,311
Government related 0.01 971 0.00 446
Employees, senior officers 0.25 11,500 0.25 11,500
Other (3,4) 0.0 0 .00 o
TOTAL: 100.00 4,624,600 100.00 4,624,600
Notes: (1) Voting percentages are the same as ownership ratios

(2) Although individuals are not registering themselves, it is likely that they are holding
shares at depositaries and brokers
(3) None of the shares of the company are held by international development institutions

(4) No treasury shares
(5) All issued shares are listed on the stock exchange

RS2. Neither the Company nor its subsidiaries have owned any NABI Rt. shares.
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Ownershi p:

Origin Activity Quantity ratio
The First Hungary Fund Foreign Institutional 2,500,000 54.06% Financial inv’
Citibank Rt. (5 accounts) Domestic Institutional 281,857 6.09% Depositary
Erste Securities Domestic Institutional 218,631 4.73% Broker
Buda-Cash Brokerhaz Rt. Domestic Institutional 215,470 4.66% Broker
Inter-Eurdpa Securities Domestic Institutional 188,655 4.08% Broker
Concorde Securities Rt Domestic Institutional 168,089 3.63% Broker

Note: Voting percentages are the same as ownership ratios

6. The Group’s Structure and Operation

Mar::I; 31,

Dec 31,

Sept’ 30, anuary 1, §
2004 2004 2004 2005 2005 2005
NABI Rt. 865 838 735 735 666 444
NABI Inc. 663 655 622 622 516 494
Optare Holdings Ltd. 463 485 498 498 524 545
TOTAL: 1,991 1,978 1,855 1,855 1,706 1,483

Name Position beergLnnnc:;tge mEanndd::e owsr::::';?'lig
Russell Richardson  Chairman of the BoD April 27, 2000 " May 31, 2008 4]
Zoltan Toth Independent member of the BoD June 1, 2005  July 11, 2005 0
Andrds Racz Member of the BoD, NABI Rt. CEO 1992 May 31, 2008 11,500
Laszl6 Szamosi Independent member of the BoD June 1,2005  May 31, 2008 0
Dr. Zsoit Gsi Chairman of the Supervisory Board June 1, 2005  May 31, 2008 0
Dr. Gabrielta Kicska Member of the Supervisory éoard June 1, 2005 May 31, 2008 0
Lajos Kenyeres Member of the Supervisory Board April 27, 2000 May 31, 2008 0
Peter Horvath NABI Rt. Chief Financial Officer 1995 indefinite 0
Total shareholding 11,500

(1) Note: Mr. Téth resigned as of July 11, 2005

7. Other Items
7.1

On July 11, Zoltan Téth has resigned from NABI Rt.'s Board of Directors due to his other
business commitments.

Changes after the period

In July, NABI received two orders for 70 40-LFW and 10 60-BRT CNG-fueled transit buses.
Total contract value is USD 33 million. Foothill Transit in California, USA ordered 42 CNG 40-
LFW transit buses, a contract worth approximately USD16 million. The buses will be delivered
in the 4th quarter of 2006. The 42 new NABI buses will be deployed in a new, uniquely
branded higher speed service with fewer stops. Mesa's Regional Public Transportation
Authority in Arizona, USA purchased two different types of NABI buses consisting of 10 60-8RT
articulated buses and 28 40-LFW low-floor CNG buses.

On July 28, NABI completed an agreement to sell its UK subsidiary Optare Holdings, Ltd. to
the Management Team lead by Robert Coombes, Managing Director and Roger Fossey,
Finance Director for a total consideration of 11.8 million British pounds. The proceeds will be
used to reduce the Group's debt.
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7.2 O(its)té‘nding warrants and management options of NABI Rt.

Number of warrants / options Exercise price Deadline to exercise
330,258 (warrant) HUF 5,446 : December 30, 2006
23,000 (m' option) HUF 4,618 March 27, 2006
137,400 (m' option) HUF 3,812 March 22, 2007
20,000 (m' option) HUF 3,890 April 15, 2007
1,713,753 (warrant) HUF 1,087 December 30, 2006

7.2 News Releases of NABI Rt. (ST1.)

Date Subject
April 06 Supplement to the invitation to the AGM of NABI Rt.
April 08 Deciaration on Corporate Governance Practices
April 12 Q1 2005 bus sales performance and new bus sales of NABI
April 14 Proposals for the NABI AGM
April 14 FHF's proposals for the NABI AGM
Aprii 29 One-day walkout at NABI Rt.'s Budapest factory
April 29 Suspension and Resolutions of the Annual General Meeting of NABI Rt,
May 02 Settlement with the Union =
May 23 Miami-Dade Transit buys 115 more NABI buses
May 26 NABI reached agreement with its Financiers
May 30 Resolutions of the continued general meeting of NABI Rt.
June 2 Correction of the Q1 2005 interim report of NABI Rt.
June 13 NABI Rt's board of directors has elected its new chairman
B June 22 The supervisory board of NABI Rt elected its chairman
"""" July 11 NABI Rt's member of the board has resigned
July 13 H1 2005 bus sales performance of the NABI group
July 25 NABI receives two orders for 80 low-floor buses
July 29 NABI sells Optare Holdings to Management Team

___‘»Ng\gg,_f__e!‘qug_s‘we_rebp‘ubliishedVon www.nabi.hu, www.bet.hu and in Magyar Tékepiac.
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Summary

In late 2004, the NABI Group implemented a comprehensive restructuring of operations for
the purpose of reducing costs, improving financial and operating performance, increasing
competitiveness and reducing debt. The Board of Directors is also pursuing the possible sale of
certain businesses and assets, and is exploring other strategies to complement and effect the
restructuring.

The Group's lenders are supporting the long term restructuring of the Group's indebtedness
and negotiations are in their final stages. NABI is optimistic that it will shortly be in a position
to announce an agreement in respect of a comprehensive long term restructuring of the
Group's indebtedness.

Following the reorganization and restructuring program initiated during the second half of
2004, which significantly reduced production capacity, NABI's operations have stabilized. The
financial results for the first quarter of 2005 were in line with management expectations.
Consolidated revenue for the first quarter of 2005 was US $89.0 million, compared with US
$94.3 million in the same period last year. Total vehicle deliveries in the first quarter were 272
units compared with 284 units in the prior year period. :

In the UK, Optare's financial performance and market share continued to improve with a
strong increase in demand for the Solo low floor midi-bus and for the newly introduced Tempo
full sized single deck bus, which began operating with customers in February. With ‘a growing
order book,.manufacturing. capacity has been expanded over the fast six months so as to
provide a timely delivery to customers.

Consolidated gross margin for the first quarter of 2005 was US $7.2 million, or 8.2% of
revenue. Gross margin in the same period last year was US $7.0 million, or 7.4% or revenue.
In conjunction with the restructuring, significant personnel reductions in the U.S. and Hungary
have led.to streamlined operations and lower unit costs, and productivity and operating
efficiencies have improved. The first quarter results include $1.9 million of expenses
associated with the restructuring.

The Company is on schedule for delivery of the first 32 units of the flagship 60-foot BRT
articulated vehicle to Los Angeles in the second quarter. A further 87 of the 60-foot BRT
vehicles are expected to be produced and delivered in the second half of 2005. During the
first quarter, Cleveland exercised options to purchase 92 vehicles for delivery in the second
half of 2005 and the first quarter of 2006. In addition, NABI was awarded a contract to supply
twelve 60-foot BRT vehlcles to the Los Angeles World Airport for delivery in 2005.

As part of the restructurmg of the Group, production of the CompoBus® vehicle in Kaposvar,
Hungary will cease in May when the current orders are completed. This action follows the
decision of the U.S. Federal Transportation Administration to decline NABI’'s request to renew
the Buy America waiver first granted in 2002, the expected continuation of operating losses
and the lack of new orders for the product. The cessation of CompoBus® production and
closure of the Kaposvar facility will improve the Group’s financial performance and cash flow
later in 2005.
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As disclosed in the proposed shareholder resolution, the Board of Directors submitted the
necessary resolution to the Annual General Meeting ("AGM") to effect the mandatory capital
reduction of NABI Rt. The AGM was suspended on April 29, 2005 and will continue on May 27,
2005 and will resolve on the matters on the agenda of the meeting on that date.

Although in previous years, NABI's quarterly financial statements were prepared in accordance

- with US GAAP; pursuant to requirements-under Hungarian law, the financial statements in this

report .are prepared in accordance with International Financial Reporting Standards (IFRSs).
Reconciliations of all material differences arising from the conversion of the statements from
US GAAP to IFRSs are included in this report.

 This interim report contains information about the performance of the NABI Rt. (*"NABI”, “the

Company?, .or “the Group”), and its 100 percent owned subsidiaries "NABI Inc.” and "Optare

‘Holdings LTD.” {“Optare”), during the first quarter ended March 31, 2005.

_Declaration

The financial information contained in this flash report is based upon IFRSs and contains data
and statements regarding the reporting. period that are correct and reflect the true situation to
the best knowledge of the management. - All facts known to date that may have a significant
bearing on the position of the Group and known to management have been included in this
report. Forecasted future events can be influenced by unforeseeable risks.

May 13, 2005

Andras Racz ]. Daniel Garrett
Chief Executive Officer Chief Financial Officer
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1. Sales and Order Backlog

1.1 Bus deliveries

During the first quarter of 2005 NABI Group sold 272 vehicles compared to 284 vehicles in the
same period of 2004. Unit sales increased in the U.K. compared to last year, which resulted in
a US$7.3 million growth in revenue.

Vehicle sales revenue in the first quarter of 2005 was US$70.0 million (including deferred
revenue) or 78.7 percent of total revenue in the period, compared to vehicle sales of U$$79.9
million achieved in the first quarter of 2004.

Market Bus type March 31, 2005, March 31, 2004 March 31, 2003
_UsA 30-foot (medium duty) 0 0 12
35/40-foot (heavy-duty) 102 137 144
60-foot articulated (heavy-duty)! 17 38 0
40/45-foot CompoBus® 18 12 3
USA MARKET TOTAL: 137 187 159
United Kingdom Single deck under 7.5t 19 15 34
Single deck over 7.5t 112 82 75
Double deck (over 7.5t) 0 0 9
UK MARKET TOTAL: 131 97 118
" HU MARKET TOTAL: Single deck over 7.5t 4 ) 0
GRAND TOTAL 272 284 277

1.2 Sales of aftermarket parts and services

US$18.9 million consolidated sales of aftermarket parts and services were achieved in the first
quarter of 2005, an increase of 32.7 percent on the US$14.2 million achieved in the same
period of 2004,

1.3 Bus order backlog

The consolidated bus order and option backlog of the Group at the end March 2005 contained
2,377 buses with a total value of approximately US$883 million. The number of firm orders at
the end of March 2005 for the US market was 375 with a value of approximately US$$183
million, the Group’s US option backlog was 1,698 buses. Although the Group has experienced
delays in the conversicn of opticns into orders, management expects a number of options to
be exercised in the year ahead. Consistent with its past practices, the Group will adjust its
near term operations and production plan to reflect the level of firm orders.
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Unaudited financial statements - in accordance with:.IFRS_ ;.

March 31 2005

Figures in US$ thousands March 31, /December 31, December 31,
2005 2004
2004
Cash and cash equivalents 25,059 105.2% 23,818
Receivables 61,675 97.1% 63,508
Inventories 69,783 89.2% 78,203
Prepaid expenses and others 2,262 57.2% 3,958
Total current assets 158,779 93.7% 169,487
Intangible assets 2,818 96,4% 2,923
Property and equipment, net 49,372 97.3% 50,728
Goodwill 1,504 100.0% 1,504
Deferred debt issue cost 0 0.0% 2,259
Deferred income taxes 2,886 89,5% 3,224
Others 122 98.0% ) 124
- Total Non-Current assets 56,702 93.2% 60,763
Total assets 215,482 93.6% 230,249
~ Short-term debt 103,581 97.9% 105,814
_ Accounts payable 73,770 95.9% 76,925
' Warranties. 25,058 94.0% 26,670
Accrued and other liabilities 8,612 75.6% 11,391
Total current liabilities 211,021 95.6% 220,800
Long-term notes and capital lease o
obligations, net of debt discount 206 85.8% 240
Obligations under residual value 2,922 100.6% 2,904
guarantees
Deferred revenue 2,538 86,8% 2,923
Deferred income taxes 2,974 90.6% 3,283
Total non-current liabilities 8,640 92.4% 9,350
Share capital 25,474 100.0% 25,474
Additional paid in capital 22,766 81.2% 28,027
Accumulated income (52,957) 97.9% (54,067)
Accumulated other comprehensive 537 80.6% 666
income
Total sharehoiders’ equity 4,180 418% 100
Total liabilities and 215.482 93.6% 230,249

shareholders’ equity
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Foreign
Net income currency
January 1, for the translation March 31,
Figures in US$ thousands 2004 period adjustment 2004
Share capital 25,474 0 0 25,474
Additional paid in capital 25,612 o] 0 25,612
Retained earnings 12,074 (317) 0 11,757
Accumulated other comprehensive income 283 0 9 292
SHAREHOLDERS' EQUITY 63,443 (317) 9 63,136

Foreign
currency
) January 1, Netincome for translation March 31,

Figures in US$ thousands - 2005 the period adjustment 2005
Share capital ) 25,474 o - 0 25,474
Additional paid in capital . ' 22,766 g 0 22,766
Retained earnings ’ ©(49,470) (3,486) 0 (52,957)
Accumulated other comprehensive income 666 (129) 537

SHAREHOLDERS' EQUITY (1,401) (3,486)  (129) (4,180)
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Figures in US$ thousands, except March 31, 2005/ March 31,
where otherwise indicated 2005 March 31, 2004 2004
(%)

Net sales 88,603 94.4% 93,882
Deferred revenue 384 99.9% 384
TOTAL REVENUE 88,987 94.4% 94,266
Cost of Sales (81,732) 93.6% (87,292)
GROSS PROFIT 2.255 104.0% 6,974
Gross margin (%) 8.15 7.40
Selling, General & Administrative Expensés (9,862) 108.2% (9,113)
‘Opérating income ) (2,607) 121.9% (2,139)
Operating margin (%) (2.93) (2.27)
Other income / (Expense) net 998 30.7% 3,253
Amortization of debt discount 0 0.0% (231)
Amortization of deferred debt issue cost 0 0.0% (22)
Interest income 57 259.1% 22
Interest expense (1,985) 173.3% (1,145)
INCOME BEFORE INCOME TAX (3,537) 1350.0% (262)
Income tax (expense) / benefit 50 -91.5% (55)
NET INCOME {3,487) 1100.5% (317)
Net margin (%) (3.92) (0.34)
;::irnrency translation adjustment (loss) / (129) -1384.5% | 9
Comprehensive income 3,616 1176.0% 307
ghgrz) Number of shares '(HUF 1,000 per 4,624,600 106.0% 4,624,600
Earnings/(Loss) Per share (0.78) 1176.0% (0.07)
We|ghteq av-ergage number of shares 4,624,600 100.0% 4,624,600
outstanding: diluted

Diluted earnings/loss) per share (0.78) 1176.0% {0.07)
HUF/US$ exchange rate as at the closing day of the period 190.81 203.65
GBP / US$ exchange rate as at the closing day of the period 1.8790 1.8262

(1) the calculation of fully diluted earnings per share includes 0 and O and options in first quarter of 2005 and 2004,
respectively, for which the exercise prices were equal to or below the average market price of NABI shares on the
Budapest Stock Exchange during the period.

by AN BT al
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March 31,  March 31
Figures in US$ thousands 2005 2004
Net income (3,487) (317)
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 1,967 2,380
Amortization of deferred revenue (384) (384)
Amortization of debt discount 0 231
Amortization of deferred debt issuance cost 0 22
Warranties (1,612) (818)
Deferred income tax provision (101) 494
Deferred debt issuance cost 0 0
Unrealized forward exchange (gain)/loss 0 (835)
Changes in assets and liabilities:
Accounts receivable, net 1,833 5,950
Inventories 8,420 (2,109)
Prepaid expenses and others 1,696 (2,370)
Accounts payable (3,155) 8,132
Accrued liabilities and others (2,779) (3,028)
Increase in obligations under residual value guarantees 18 18
Increase in deferred revenue (1) 0
Other assets / (liabilities) -3 1
Net cash provided by / (used in) operating activities 2,418 7,367
Cash-flows from investing activities:
Purchase of property and equipment (506) (2,124)
Purchase Qf business, net of cash 0 0
__Net.cash_used in investing activities (506)f (2,124)
Cash flows from financing activities:
Net cash Provided by / (used in) financing activities 486 (6,269)
Effect of foreign exchange rates on cash (129 9
Net increase / (Decrease) in cash and cash equivalents 2,268 (1,016)
Cash & cash equivalents, beginning of period w/o overdraft 22,790 10,442
Cash & cash equivalents, end of period w/o overdraft 25,059 9,426
Overdraft, beginning of period 1,028 10,621
Overdraft, end of period 0 5,070
Net cash Provided by / (used in) overdraft (1,028 (5,551)
Reconciliation to BS
Cash & cash equivalents, beginning of period 23,818J 21,063
_ Cash & cash equivalents, end of period 25,059J 14,496
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3. Notes to the consolidated interim financial report

3.1 General Information

NABI Bus Industires Rt. ("NABI Rt.” on a stand-alone basis and together with its subsidiaries,
“the Group” or “NABI") is a company domiciled in the Republic of Hungary. The consolidated
interim financial report of NABI for the quarter ended March 31, 2005 comprises NABI Rt. and
its subsidiaries,

NABI is primarily a designer, manufacturer, assembler and marketer of urban transit buses for
sale in the U.S. The Group also designs, manufactures, assembles and markets transit buses
and coaches for safe in the U.K and in Hungary. The Group also manufactures and purchases
bus parts for sale in the U.S. and the U.K. for its own buses and for buses of other
manufacturers. In addition, the Group provides repair and maintenance services to U.K. bus
operators. The Group’s manufacturing and assembly activities take place in Hungary, the U.S.
and the U.K.

The accompanying consolidated interim financial report of NABI as of and for the quarters
ended March 31, 2005 and 2004 consist of the accounts of NABI Rt. consolidated with the

following subsidiaries:
% held as of

March 31, December 31,
2005 2004
Subsidiary
North American Bus Industries, Inc. 100% , 100%
100% 100%

Optare Holdings Ltd.

The predecessor of NABI Rt. (NABI Kft.) was established in 1992 by the First Hungary Fund
Ltd., a closed equity fund registered in the Channel Istands. NABI Kft. was transformed into an
Rt. (company limited by shares) and its shares were listed on the Budapest Stock Exchange on
August 1, 1997. In February 2000, North American Bus Industries, Inc. ("NABI Inc.”) acquired
Optare Holdings Ltd. of Leeds, United Kingdom (“Optare”). As of March 31, 2005, 54%
{December 31, 2004: 54%) of NABI Rt.’s share capital was owned by the First Hungary Fund
Ltd.; the remainder of the shares are publicly traded.

PK1.

Audited

Consolidated

Accounting policy IFRS
3.2 Significant accounting Policies

The consolidated interim financial report has been prepared in accordance with International
...Financial Reporting Standards (IFRSs) and its interpretations adopted by the International

Accounting Standards Board (IASB). This is the Group’s first consolidated interim financial
report prepared in accordance with IFRSs and IFRS 1 has been applied. The accounting
policies set out below have been applied consistently to all periods presented in these
consolidated financial statements and in preparing an opening IFRS balance sheet as of
January 1, 2004 for the purposes of the transition to IFRSs.

Reconciliations of the key effects of the transition to IFRSs has affected the reported financial
position, financial performance and cash flows of the Group is provided below.

Basis of preparation

The financial statements are presented in US dollars (US$), rounded to the nearest thousand.
They are prepared on the historical cost basis except for the revaluation of certain assets.

Q/2ANn
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The preparation of financial statements..in conformity with IFRSs requires management to
make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated
.assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the
judgments about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgments made by management in the application of IFRSs that have significant effect on
the financial statements and estimates with a significant risk of material adjustment in the
next year are discussed below.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of NABI Rt. and
entities controlled by NABI Rt. (its subsidiaries) as of the reporting date of each financial
statement. Control is achieved where NABI Rt. has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable or convertible are taken into account. The
financial statements of subsidiaries are included in the consolidated financial statements from
the date that control commences until the date that control ceases.

The consolidated financial statements include the accounts of NABI Rt., its wholly owned -

subsidiary North American Bus Industries, Inc. ("NABI, Inc.”) and the wholly owned subsidiary
of NABI Inc., Optare Holdings Limited (“Optare”). All significant intercompany accounts and
transactions are eliminated on consolidation. Where necessary, adjustments are made to the
financial statements of subsidiaries to bring the accounting policies used into line with those
used by the Group.

Foreign currency

The Group’s presentation currency (the currency in which the financial statements are
presented) is the U.S. Dollar (“"US$”).

NABI Rt.’s and NABI Inc.’s functional currency is the US$ which management believes to
reflect the primary economic environment in which the entities operate and expend cash. NABI
Rt. maintains its books in Hungarian Forint. Hungarian Forint and other foreign currency
transactions are recorded, on initial recognition in US$, by applying to the Hungarian Forint (or
another foreign currency) amount the spot exchange rate between the US$ and the Hungarian
Forint (or another foreign currency) at the date of the transaction.

At each balance sheet date:

(1) monetary assets and liabilities that are denominated in Hungarian Forint (or another
foreign currency) are translated into US$ at the closing foreign exchange rates prevailing at
the balance sheet date;

(2) non-monetary assets and liabilities, principally inventories, prepaid expenses, plant,
property and equipment, share capital, and any revenue and expenses related to these items,
that are measured in terms of historical cost in Hungarian Forint (or another foreign currency)
are translated into US$ using the exchange rate at the date of the transaction; and

(3) non-monetary assets and liabilities that are measured at fair value in Hungarian Forint (or
another foreign currency) are translated into US$ using the exchange rates at the date when
the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary
items at rates different from those at which they were translated on initial recognition during
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) ~ the period or in previous financial statements are recogmved in proflt or loss (through other
" “income / (expense)) in the period in which they arise.”

When a gain or loss on a non-monetary item (e.g. the changes in fair value) is recognized
directly in equity, any exchange component of that gain or loss is recognized directly in equity.
Conversely, when a gain or loss on a non-monetary item is recognized in proﬂt or loss, any
exchange component of that gain or loss is recognized in profit or loss.

Optare’s functional currency is the British Pound (“"GBP"”). On consolidation, the assets and
liabilities of Optare are translated into US$ at exchange rates prevailing on the batance sheet
date. Income and expense items are translated at the average exchange rates for the period
unless exchange rates fluctuate significantly. Cumulative foreign currency translation gains or
losses are recorded as a separate component of shareholder’s equity in the consolidated
balance sheet.

Forward exchange contracts are carried at fair value, which is their quoted market price at the
balance sheet date. Such contracts do not qualify for hedge accounting and are accounted for
as trading instruments.

Property, plant and equipment
Owned assets

Items of property, plant and equipment are stated at cost as deemed cost less accumulated
depreciation and impairment losses. NABI uses the cost model as described by IAS 16 to
account for all of its property plant and equipment. The cost of self-constructed assets
includes the cost of materials, direct fabor, the initial estimate, where relevant, of the costs of
dismantling and removing the items and restoring the site on whlch they are located, and an
* appropriate proportion of production overheads.

Where parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

Tleased assets o e e e

Leases in terms of which the Group assumes substantially all the risks and rewards of
ownership are classified as finance leases. The owner-occupied property acquired by way of
finance lease is stated at an amount equal to the lower of its fair value and the present value
of the minimum lease payments at inception of the lease, less accumulated depreciation and
impairment losses. Property held under operating leases that would otherwise meet the
definition of investment property may be classified as investment property on a property-by-
property basis.

Subseqguent costs

The Group recognizes in the carrying amount of an item of property, plant and equipment the
cost of replacing part of such an item when that cost is incurred if it is probable that the future
economic benefits embodied with the item will flow to the Group and the cost of the item can
be measured reliably. All other costs are recognized in the income statement as an expense as
incurred.

Depreciation

~ Depreciation is charged to the income statement on a straight-line basis over the estimated
useful life of each part of an item of property, plant and equipment except composite
manufacturing tools, which are depreciated based on the number of units manufactured. Land
is not depreciated. The residual value, if not insignificant, is reassessed annually. The
estimated useful lives are as follows:

Buildings 20 to 50 years
Building and leasehold improvements 10 years
Plant and equipment 4 to 11 years
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_ Compesite manufacturing tools 400 units _
Office furniture and equipment 5to 1l'years -
Vehicles 4 to 7 years
Computer equipment 5 years
Demonstration and rental vehicles 4 to 6 years
Buses leased to customer 10 years

The Group leases certain equipment under finance leases, which are classified under property
and equipment and depreciated using the straight-line method over the lease term. The
related obligations are recorded as liabilities. The depreciation is included in depreciation
expense.

Buses sold to customers on terms which include an option for the customer to sell, under
certain conditions, the buses back to the Group at a future date are accounted for as assets
leased to customers and are included in property and equipment and depreciated on a straight
line basis over their expected useful lives of ten years. The depreciation is included in the
depreciation expense.

Intangible assets
Goodwill

" All business combinations are accounted for by applying the purchase method. Goodwill

represents amounts arising on acquisition of subsidiaries, associates and joint ventures. In

- respect of business acquisitions that have occurred since January 1, 2003, goodwill represents

the difference between the cost of the acquisition and the fair value of the net identifiable

In respect of acquisitions prior to this date, goodwill is included on the basis of its deemed
cost, which represents the amount recorded under US GAAP less capitalized development
costs, which were not recognized under US GAAP and were subsumed within goodwill but have
to be recognized under IFRSs. The classification and accounting treatment of business
combinations that occurred prior to 1 January 2003 has not been reconsidered in preparing
the Group’s opening IFRS balance sheet at January 1, 2004.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to
cash-generating units and is no longer amortized but is tested annually for impairment. Any
impairment is recognized immediately in profit or loss and is not subsequently reversed. An
explanation of the determination of goodwill related to the Optare acquisition is given below.

Negative goodwill arising on an acquisition is recognized directly in profit or loss.

Research and development

NABI does not engage in research activities as defined by IAS 38. Expenditure on research
activities, undertaken with the prospect of gaining new scientific or technical knowledge and
understanding, would be recognized in the income statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied to a plan or
design for the production of new or substantially improved products and processes, is
capitalized if the product or process is technically and commercially feasible and the Group has
sufficient resources to complete development. The expenditure capitalized includes the cost of
materials, direct labor and an appropriate proportion of overheads. Other development
expenditure is recognized in the income statement as an expense as incurred. Capitalized
development expenditure is stated at cost less accumulated amortization and impairment
losses.

Other intangible assets

Expenditure on internally generated goodwill and brands is recognized in the income
statement as an expense as incurred.
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Subsequent expenditure

Subsequent expenditure on Capitalized intangible assets is capitalized only when it increaé‘e's
the future economic benefits embodied in the specific asset to which it relates. All other
expenditure is expensed as incurred.

Amortization

- Amortization is charged to the income statement on a straight-line basis over the estimated
B useful lives of intangible assets unless such lives are indefinite. Goodwill and intangible assets
with an indefinite useful life are systematically tested for impairment at each balance sheet
date. Other intangible assets are amortized from the date they are available for use.
Capitalized development costs have a useful life of 5 to 8 years.

B — Trade~and other receuvables

Trade receivables do not carry any interest and are stated at their nominal value as reduced
by appropriate allowances for estimated irrecoverable amounts.

Inventories

Inventories are stated at the lower of cost and net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business, less the estimated costs of
completion and selling expenses. :

The cost of other inventories is based on the first-in first-out principle and includes
expenditure incurred in acquiring the inventories and bringing them to their existing location
and condition. In the case of manufactured inventories and work in progress, cost mcludes an
appropriate share of overheads based on normal operating capacity.

__When inventories are sold, the carrying amount of those inventories is recognized as an
expense in the period in which the related revenue is recognized. The amount of any write-
down of inventories to net realizable value and all losses of inventories are recognized as an
expense in the period the write-down or loss occurs. The amount of any reversal of any write-
down of inventories, arising from an increase in net realizable value, is recognized as a
reduction in the amount of inventories recognized as an expense in the period in which the
reversal occurs. Any reserve for obsolete inventories has to be such that the resulting balance
represents the lower .of cost or net realizable value. When writing down inventories, NABI
evaluates inventories item by item. When evaluating whether a particular item of inventory
should be written down, management, based on past experience and future expectations,
takes into consideration the purpose for which the item of inventory is held.

Cash and cash equivalents

Cash and cash equivalents comprises cash balances and call deposits. Bank overdrafts that are
repayable on demand and form an integral part of the Group’s cash management are included
as a component of cash and cash equivalents for the purpose of the statement of cash flows.

Impairment of tangible and intangible assets (excluding goodwill)

At each balance sheet date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). Where the asset
does not generate cash flows that are independent from other assets, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs. An intangible
asset with an indefinite useful life is tested for impairment annually and whenever there is an
indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a
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pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset for which the ‘estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized as an expense immediately, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as
a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognized for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognized as income immediately, unless the
relevant asset is carried at a revalued amount, in which case the reversal of the impairment
loss is treated as a revaluation increase.

Notes and other interest-bearing borrowings with conversion options

Notes and other interest-bearing borrowings that can be converted to share capital at the
option of the holder of warrants issued in conjunction with such notes and borrowings - if the
number of shares issued does not vary with changes in their fair value - are accounted for as
compound financial instruments. Transaction costs that relate to the issue of a compound
financial instrument are allocated to the liability and equity components in proportion to the
allocation of proceeds. The equity component of the notes and borrowings is calculated as the
excess of the issue proceeds over the present value of the future interest and principal
payments, discounted at the market rate.of interest applicable to similar liabilities that do not
have a conversion option. The interest expense recognized in the income statement is
calculated using the effective interest rate method.

NABI has taken advantage of the exemption available under IFRS 1 not to apply IAS 32 and
IAS 39 in respect of the year ended December 31, 2004, US GAAP has continued to be applied
to financial instruments in this period. The Group has, therefore, adopted IAS 32 and IAS 39
on January 1, 2005 and has consequently restated the opening balance sheet at that date to
an IFRS basis in compliance with these standards.

To the extent that the liability element of a compound financial instrument was no longer
outstanding as of January 1, 2005, the date of the initial application of IAS 32 and IAS 39, the
amounts within equity that are attributable to the equity and liability elements have not been
identified separately.

Interest-bearing borrowings without a conversion option

Interest-bearing borrowings are recognized initially at fair value less attributable transaction
costs. Subsequent to initial recognition, interest-bearing borrowings are stated at amortized
cost with any difference between cost and redemption value being recognized in the income
statement over the period of the borrowings on an effective interest basis.

Employee benefit plans

Obligations for contributions to defined contribution pension plans are recognized as an
expense in the income statement as incurred. No entity within the Group sponsors any defined
benefit plans.

Share-based payment transactions

In June 1997, shareholders of NABI Rt. approved an employee share option plan, which has
been amended on April 27, 2004. Under the terms of the plan, the Board of Directors can
grant empioyees options in NABI Rt.’s common shares at a price equal to 100% of the
weighted average market price calculated over the 60 trading days preceding the date on

4 A4 N
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‘which..the option is granted. The option agreements with. the. employees. provide that the

employee is responsible for any taxes payable upon exercise of the options. All stock options
have a 5-year term and vest and become fully exercisable immediately after the date of grant.
As of January 1, 2004, the date of transition to IFRSs, the Group had 229,400 outstanding
options. The Group has not granted any shares, share options or other equity instruments
between November 7, 2002 and January 1, 2004, the date of transition to IFRSs. NABI shall
apply the requirements of IFRS 2 Share-based Payments prospectively from the date of
transition to IFRSs.

From January 1, 2004, the fair value of options granted shall be recognized as an employee
expense with a corresponding increase in equity. The fair value of options granted shall be
measured at grant date using the Black-Scholes-Merton model, taking into account the terms
and conditions upon which the options were granted and the expected life of the options.

Provisions

A provision is recognized in the balance sheet when the Group has a present legai or
constructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material, provisions
are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks
specific to the liability. ‘

Warranties

A provision for warranties is recognized when the underlying products or services are sold. The
provision is based on historical warranty data and a weighting of all .possible outcomes against
their associated probabilities. The warranty period for buses sold is specifically stated in the
contract with the individual customer. Warranty terms and periods for major components
typically correlate to the warranty terms and provisions provided to the Group by the
component’s manufacturer.

Mechanical NABI - 1 year or 50,000 miles, whichever occurs first
(extended warranty may be provided as an option)

Optare — 1 year for the complete vehicle with an
additional year, subject to a limit of 125,000 miles,
for certain driveline components (extended warranty
may be provided as an option)

Structural defects in the bus shell 3 years
Rust and corrosion 12 years
Restructuring

A provision for restructuring is recognized when the Group has approved a detailed and formal
restructuring plan, and the restructuring has either commenced or has been announced
publicly. Future operating costs are not provided for.

Onerous contracts

A provision for onerous contracts is recognized when the expected benefits to be derived by
the Group from a contract are lower than the unavoidable cost of meeting its obligations under
the contract.

Trade and other payables
Trade and other payables are stated cost.
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Revenue Recoghnition. ... =y

Revenue is measured at the fair value of the consideration received or receivable and
represents amounts receivable for goods and services provided in the normal course of
business, net of discounts, VAT and other sales related taxes. Revenue from the sale of goods
is recognized in the income statement when the significant risks and rewards of ownership
have been transferred to the buyer.

Buses sold to customers on terms which include an option for the customer to sell, under
certain conditions, the buses back to the Group at a future date are accounted for as assets
leased to customers and the related revenue on such sales is deferred, equals the difference
between the initial sales price and the net present value of the future repurchase obligation,
and is recognized as income in equal installments over the period until the first date on which
the option can be exercised by the customer. The deferred revenue and the Group’s obligation
under the buy-back option are reported as long-term liabilities.

Interest income is accrued on a time basis, by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate that exactly discounts estimated future
cash receipts through the expected life of the financial asset to that asset’s net carrying
amount. '

Government grants

NABI Rt. received certain government grants as a subsidy towards ‘the financing of the
investment in the composite shell plant in Kaposvér, Hungary. The Company has a contingent
liability to repay, in whole or in part, the grants received in the event that the Company does
not meet certain defined criteria. Government grants are recognhized .in the balance sheet
initially as deferred income when there is reasonable assurance that they will be received and
that the Group will comply with the conditions attaching to them. Since the above grants
compensate the Group for the cost of assets, they are recognized in the income statement as
other income on a systematic basis over the useful life of the related assets.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

Rental income from operating leases is recognized on a straight-line basis over the term of the
relevant lease.

Assets held under finance leases are recognized as assets of the Group at their fair value or, if
lower, at the present value of the minimum lease payments, each determined at the inception
of the lease. The corresponding liability to the lessor is included in the balance sheet as a
finance lease obligation. Lease payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly against income.

Rentals payable under operating leases are charged to income on a straight-line basis over the
term of the relevant lease.

Interest Income / Expense

Borrowing costs include interest on bank overdrafts, short-term and long-term borrowings,
amortization of discounts or premiums relating to borrowings, amortization of transaction
costs incurred in connection with the arrangement of borrowings, finance charges in respect of
finance leases recognized, and exchange differences arising from foreign currency borrowings
to the extent that they are regarded as an adjustment to interest costs. NABI uses the
benchmark treatment of IAS 23, and recognizes borrowing costs as an expense in the period
in which they are incurred. Interest income is recognized in the income statement as it
accrues, using the effective interest method.
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3.3 Conversion of"US""'lGAAP reroits to IFRS

Notes | March 31, 2004 IFRS March 31, 2004
USGAAP adjustments IFRS
Cash and cash equivalents 14,496 14,496
Receivables 52,150 52,150
Inventories 100,520 100,520
Deferred income taxes a 7,973 (7,973) 0
Prepaid expenses and others 9,649 9,649
Total current assets 184,788 (7,973) 176,815
Intangible assets b 0 4,682 " 4,682
Property and equipment, net 57,399 57,399
Goodwill c 18,728 (2,024) 16,704
Deferred debt issue cost : 161 161
Deferred income taxes a 3,671 7,976 11,647
Others o 133 133
" Total NON-Current assets 80,092 10,634 90,726
Total assets 264,880 2,661 267,541 N
Short-term debt . . . » 119,116 119,116
Accounts payable S 51,118 51,118
. -~.Warranties. ... ' . ’ 14,787 _ 14,787
Accrued and other liabilities ) 8,466 8,466
Deferred income taxes a 1,016 (1,016) 0
Total current liabilities 194,503 (1,016} | 193,487
Long-term notes and capital lease .
obligations, net of debt discount 333 333
Obligations under residuai value d
guarantees 3,046 (197) 2,849
Deferred revenue d 3,886 190 4,076
Deferred income taxes a 1,691 1,970 3,661
Total non-current liabilities 8,956 1,963 10,919
Share capital 25,474 25,474
Additional paid in capital 25,612 25,612
Accumulated income e 9,808 1,948 11,756
Accumulated other comprehensive f
income 527 (235) 292
Total shareholders’ equity 61,421 1,714 63,135
Total liabilities and
shareholders’ equity 264,880 2,661 267,541
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March 31, 2004

March 31, 2004

Figures in US$ thousands, except Notes IFRS

where otherwise indicated USGAAP adjustments IFRS

Net sales 93,882 93,882
Deferred revenue d 366 18 384
TOTAL REVENUE 94,248 i8 94,266
Cost of Sales (87,292) (87,292)
GROSS PROFIT 6,956 6,974
Gross margin (%) 7.38 7.40
Setling, General & Administrative Expenses b (9,757) 644 | (9,113)
Operating income (2,801} 662 {(2,139)
Operating margin (%) (2.97) (2.27)
Other income / (Expense) net 3,253 3,253
Amortization of debt discount (231) (231)
Amortization of deferred debt issue cost (22) (22)
Interest income 22 22
Interest expense d (1,127) (18) (1,145)
INCOME BEFORE INCOME TAX (906) 644 (262)
Income tax (expense) / benefit a 36 91 (55)
NET INCOME (870) 553 (317)
Net margin (%) (0.92) (0.34)
;Z:i:ency translation adjustment (loss) / f (19) 28 9
Comprehensive income 889 (581) 307
sEhgr:) Number of shares (HUF 1,000 per 4,624,600 4,624,600
Earnings/(Loss) Per share (0.19) (0.07)
Weighted average number of shares

outstanding: diluted 4,624,600 4,624,600
Diluted earnings/loss) per share (0.19) {0.07)
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Notes Jan 1, 2004 IFRS Jan 1, 2004
USGAAP adjustments IFRS

Cash and cash equivalents 21,063 21,063
Receivables 58,100 58,100
Inventories 98,411 98,411
Deferred income taxes a 8,381 (8,381) 0
Prepaid expenses and others 6,447 6,447
Total current assets 192,402 (8,381) 184,021
Intangible assets b 3,997 | 3,997
Property and equipment, net 58,340 58,340
Goodwill c 18,728 (2,024) 16,704
Deferred debt issue cost 183 183
Deferred income taxes a 3,771 8,384 12,155
Others 132 132
Total NON-Current assets 81,154 10,357 91,511
Total assets 273,556 1,976 275,532
Short-term debt 29,456 29,456
Accounts payable 42,986 42,986
Warranties 15,605 15,605
Accrued and other liabilities 11,494 11,494
Deferred income taxes a 654 (654) g
Total current liabilities 100,195 (654) 99,541
Long-term notes and capital lease
obligations, net of debt discount 101,581 101,581
Obligations under residual value d
guarantees 3,046 (215) 2,831
Deferred revenue d 4,252 208 4,460
Deferred income taxes a 2,170 1,505 3,675
Total non-current liabilities 111,049 1,498 112,547
Share capital 25,474 25,474
Additional paid in capital 25,612 25,612
Accumulated income e 10,679 1,395 12,074
Accumulated other comprehensive f
income 546 (263) 283
Total shareholders’ equity 62,311 11321 63,443
Total liabilities and
shareholders’ equity 273,556 1,976 275,532
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Notes Dec 31, 2004 IFRS Dec 31, 2004

e USGAAP adjustments IFRS

Cash and cash equivalents 23,818 23,818
Receivables ' 63,508 63,508
Inventories 78,203 78,203
Deferred income taxes a 912 (912) 912
Prepaid expenses and others 3,958 3,958
Total current assets 179,399 912 169,487
Intangible assets b 2,923 2,923
Property and equipment, net 50,728 50,728
Goodwill ’ c 2,691 (1,187) 1,504
Deferred debt issue cost ‘ 2,259 2,259
Deferred income taxes - a | 2,312 912 3,224
Others 124 124
Total NON-Current assets 58,114 2,649 ‘ 60,763
Total assets é@zla 1,737 23&%
Short-term debt 105,814 105,814
Accounts payable 76,925 - 76,925
Warranties . 26,670 ’ 26,670

- Accrued and.other liabilities _ 11,391 - 11,391
Deferred income taxes a 794 (794) 0
Total current liabilities 221,594 (794) . .220,800
Long-term notes and capital lease
obligations, net of debt discount 240 240
Obligations under residual value d
guarantees 3,046 (142) 2,904
Deferred revenue d 2,787 136 2,923
Deferred income taxes a 1,784 1,499 3,283
Total non-current liabilities 7,857 1,493 9,350
Share capital 25,474 25,474
Additional paid in capital 28,027 25,612
Accumulated income e (55,281) 376 (54,904)
Accumuiated other comprehensive f 841
income (175) 666
Total shareholders’ equity 939 1,038 737
Total liabilities and
shareholders’ equity 228,513 1,737 230,249
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March 31, 2004

Figures in US$ thousands, except December 31,

where otherwise indicated 2004 USGAAP adjustments IFRS

Net sales 377,526 377,526
Deferred revenue 1,465 72 1,537
TOTAL REVENUE 378,991 72 379,063
Cost of Sales (375,921) (375,921)
GROSS PROFIT 3,070 72 3,142
Gross margin (%) 0.81 0.83
Selling, General & Administrative Expenses (47,558) (1,200) (48,758)
Impairment of goodwill (16,037) 837 (15,200)
Operating income 60,525 (290) (2,139)
Operating margin (%) (15.97) (2.27)
Other income / (Expense) net 8,867 8,867
Amortization of debt discount (1,166) (1,166)
Amortization of deferred debt issue cost (681) (681)
Interest income 102 102
Interest expense (4,836) (73) (4,909)
INCOME BEFORE INCOME TAX (58,239) (363) {58,602)
Income tax (expense) / benefit (7,720) 181 (7,539)
NET INCOME 65,959 (182) (66,141)
Net margin (%) (17.40) (17.45)
;I:i;rency translation adjustment (loss) / 295 (175) 120
Comprehensive income (65,664) (357) (66,021)
Ehgr:) Number of shares (HUF 1,000 per 4,624,600 4,624,600
Earnings/(Loss) Per share (14.26) (0.07)

"~ ‘Weighted-average-number of shares

outstanding: diluted 4,624,600 4,624,600
Diluted earnings/loss) per share {14.26) {0.07)




NABI Rt. (Machinery) . INTERIM REPORT
Ujszasz utca 45, Budapest 1165 Hungary Q1 2005
Tel:+36.1.401.7100, Fax:+36.1.407.2931, E-mail: corporate.office@nabi.hu

Contact person: J. Daniel Garrett Group Chief Financial Officer

Notes | Dec 31, 2004 IFRS Jan 1, 2005
IFRS closing adjustments IFRS ogening__
©= - Cash and cash equivalents 23 818 23 818
Receivables : ‘ 63 508 63 508
Inventories 78 203 78 203
Deferred income taxes 0 0
Prepaid expenses and others 3958 3958
Total current assets 169 487 169 487
Intangible assets, 2923 2923
Property and equipment, net 50 728 . 50728
Goodwill 1 504 1 504
Deferred debt issue cost g 2 259 (2 259) 0
Deferred income taxes 3224 3224
Others 124 124
~ -~ ._Total NON-Current assets o 60 763 (2 259) 58 504
Total assets 230 249 (2 259) 227 990
Short-term debt g i 105 814 (1725) 104 089
Accounts payable 76 925 76 925
Warranties 26 670 26 670
Accrued and other liabilities | 1139 11 391
Deferred income taxes 0 0
Total current liabilities 220 800 (1 725) 219 075
Long-term notes and capital lease
obligations, net of debt discount 240 240
Obligations under residual value 2 904 2 904
guarantees
Deferred revenue 2923 2923
Deferred income taxes g 3283 130 3413
Total non-current liabilities 9 350 130 9 480
Share capital 25474 25474
Additional paid in capital g 28 027 (5 262) 22 765
Accumulated income g (54 067) 4 597 (49 470)
Accumulated other comprehensive 666 666
income
Total shareholders’ equity 100 665 565
Total liabilities and
shareholders’ equity 230 250 (2 259) 227 991

a) Under IFRSs, NABI does not classify deferred tax assets (liabilities) as current assets
(liabilities). .
i, Under IFRSs, the following items increase deferred income tax liability:
1. capitalization of development costs of Optare (note b)
2. capitalization of development costs of NABI Rt. (note b)

—----At-the date of transition to IFRSs, the opening IFRS balance sheet excludes all research
and development costs that do not meet the criteria for recognition under IAS 38
Furthermore, it inciudes all intangible assets that meet the recognition criteria in IAS
38 at that date, except for intangible assets acquired in a business combination that
were not recognized in NABI's consolidated balance sheet under US GAAP and also
would not qualify for recognition under IAS 38 in the separate balance sheet of the
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-acquiree. Under USGAAP no development costs were capitalized, and as a result of the
Group. applymg IFRSs capitalized development cost of US$3,997 were. recogmze;! as of
Jan 1, 2004.

b) In accordance with the above accounting policy, expenditures on development activities
were capitalized only if the resulting product or process was deemed technically and
commercially feasible and the Group had sufficient resources to complete development.
The above balance represents the amortized cost of intangible assets.

c) In February 9, 2000, NABI, Inc., the subsidiary of NABI Rt., acquired 100% of the
stock of Optare Holdings Ltd. for a consideration of US$28.373 million, including
expenses of US$2.389 million. The acquisition was accounted for using the purchase
method of accounting. Goodwill arising on the acquisition was US$$19.093, which was
amortized using the straight-line method over 20 years. Amortization, under US GAAP,
ceased effective January 1, 2002 when the carrying amount of goodwill was
US$18.728 million. As of January 1, 2004, under US GAAP, the value of goodwill was
still US$18.728 million, as the impairment tests conducted under US GAAP from

- January 1, 2002 to January 1, 2004 did not indicate that any impairment existed. In

T s —v—-accordance with. IFRS. 1 First-time Adoption of Internatuonal Financial Reporting

. Standards, the Group has elected not to apply IFRS 3 Business Combinations

retrospectively to business combinations that occurred before lanuary 1, 2004, the

date of transition to IFRSs, and has not elected to apply IAS 21 The Effects of Changes

in Foreign Exchange Rates retrospectively to fair value adjustments and goodwill

arising in business combinations that occurred before the date of transition to IFRSs.

"Since IAS 38 Intangible Assets requires development costs that meet the recognition

criteria of the standard to be capitalized, and such costs were not capitalized under US

GAAP but were expensed as incurred, the capitalized development costs that Optare

T owould have included in its standalone IFRS balance sheet as of the date of the

- acquisition by NABI, has been deducted from the amount of goodwill arising on

"~ acquisition as such development costs represented an intangible asset that was

' subsumed in recognized goodwill under US GAAP. As of January 1, 2004, the date of

transition to IFRSs, the carrying amount of goodwill has been adjusted to reflect the

“ recoghition of capitalized development costs of Optare. Other than capitalized

""""""""""""" SRR development costs, all the assets and liabilities of Optare were identified as of the date

T of acquisition, and no further mod|f|cat|on of the carrying amount of goodwill as of
B - 7T anuary 1, 2004 was necessary. - :

d) In accordance with the Group's IFRS accounting policy - in case of buses sold to
- customers on terms which include an option for the customer to sell, under certain
conditions, the buses back to the Group at a future date - deferred revenue equals the
difference between the initial sales price and the net present value of the future
repurchase obligation. Since, under US GAAP, residual value obligations were presented

at their future value and remained the same throughout the life of the obligations, as of
the date of transition to IFRSs, the carrying amount of deferred revenues and
obligations under residual value guarantees had to be changed to comply with the
requirement of IFRSs to present provisions at their present values if the effect of the
time value of money is material. Under IFRSs, residual value obligations are amortized,
and the increase in the balance of such obligations from period to period is charged to
interest expense. The balance of residual value guarantees under IFRSs decreased by
US$215,000 as of January 1, 2004 and by US$142,000 as of December 31, 2004 as
compared to the previous US GAAP values. The bafance of deferred revenue increased

by US$ 208,000 as of January 1, 2004 and by US$136,000 as of December 31, 2004
due to the transition to IFRSs. As of the date of transition to IFRSs, accumulated
income increased by $6,000 to reflect the net difference between US GAAP and IFRS
amortization of deferred revenue and residual value obligations. In the year ended
December 31, 2004, the net effect of the different amortization of deferred revenue
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and residual value

igations under US GAAP and IFRSs on net income amounted to .
Uss$ 3,000. e

e) The adjustments to retained earnings as of January 01, 2004 were as follows:

o i. Net adjustment of development costs (note b) 1,386
ST i Deferred revenue(note d) 9
e _ Total adjustment to retained earnings 1,395

f) -The- adjustment to accumulated comprehensive income is attributable to the
T o o ——development cost capitalization at Optare.

the 2005 opening balance sheet in compliance with these standards. Subsequent to the
adoption of these standards, the Group’s senior notes payable, certain loans, and the
related warrants were classified as compound financial instruments based on the
substance of the contractual agreements. Such instruments were split into liability and
equity components. The debt component represents the future contractual cash flows
discounted at the market rate prevailing at the date of issue for notes and loans with
the same maturity that do not have equity components. The equity compoenent
represents the value of the option to convert the notes and loans into ordinary shares
of NABI Rt., and is measured as the difference between the proceeds of the issue and
the debt component as remeasured under IFRSs. For the purposes of the transition to
IFRSs, NABI performed. a retrospective calculation of the debt and equity components
of its notes and loans at the issue date, based on which the value of the equity
component to be recognized at January 1, 2005 was US$ 2.5 million. Under US GAAP,
the value of the equity component (i.e. the warrants) was accounted for as a credit to
additional paid in capital offset against the par value of senior notes payable and loans

~ {debt - discount). This US GAAP value of the warrants (US$ 7.7 million) was
derecognized as of January 1, 2005, which, together with the above recognition of the
US$2.5 million IFRS equity component resulted in a net US$ 5.3 million decrease in
additional paid in capital. Under US GAAP, the Group also had recognized deferred debt
issuance costs that had been amortized using the effective interest method over the life
of the related senior notes payable and related loans. Such US GAAP debt issue costs
were also derecognized as of the adoption of IAS 32 and IAS 39 and, under IFRSs debt
issue costs directly attributable to issuance of debt were deducted from the initial value
of the debt and equity components. The adjustments to short-term debt, deferred
income taxes and accumulated income shown by the January 1, 2005 IFRS
reconciliation above are due to the fact that all of the Group’s loans and notes are
measured at amortized cost in compliance with IFRSs.

4. Financial Review

Name Issued Capital Ownership Voting Category
North American Bus Industries Inc. US$ 41.0 million 100% 100% Fully owned
Optare Holdings Ltd. (1) GBP 4.24 million 100% 100% Fully owned

" (1) Optare Holdings Ltd owned by NABI inc.

Amoun‘t't gf Commitment Expiration Per period

Total amounts Less than 1
Committed year

Performance bonds ‘ 23,055 18,055 5,000 . -
Royaity 350 350 - -

Description 1-3 years 3-5years After § years

g) The adoption of IAS 32 and TAS 39 on January 1, 2005 resulted in the restatement of -
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Total commitments 24,405 .18,495 N 5,000 - -

NABI has initiated the termination of the exclusivity regarding the composite bus manufacturing, therefore
the C_omvpany does not expect to pay royalty after September 30, 2005.

4.1 Total Revenue

Net sales of buses and spare parts were US$89.0 million (including US$ 0.1 million other
sales) in the first quarter of 2005, a 5.6 percent decrease over the same period of 2004. The
reasons behind this decreased performance are detailed in section 1.1 of this report.

Vehicle sales amounted to US$69.6 million (excluding deferred revenue) of which US$47.1
million was derived from the United States market, US$21.8 million from the UK market, and
US$0.8 from the Hungarian market. The year-on-year 12.4% decrease is primarily due to the
sale of lower priced models and the lower sales volume.

Spare parts and aftermarket services revenue was US$18.9 million during the first quarter of
2005, a 32.7 percent increase over the comparable period of 2004.

Total revenue in the first quarter of 2005 and 2004 includes deferred revenue related to
deliveries of 30LFN buses in 2001 on which revenue is being recognized over several years.
Deferred revenue recognized in the first quarter of 2005 and 2004 was US$0.4 million for both
periods.

4.2 Cost of Sales and Gross Profil_: |

Cost of sales in the first quarter of 2005 decreased 6,4 percent to US$81.7 million from
US$87.3 miliion for the same period of 2004.

Primary reasons for the decrease relate to the lower sales volume and prior provisions made
as of the end of last year.

Gross profit for the first quarter of 2005 was US$7.3 million, resuiting in an increase of 4
percent or approximately US$$0.3 million compared to a gross profit of US$7.0 million in the
same period of 2004, This is mainly due to the fact that parts division sales and UK bus sales
represented a higher proportion of total sales in the current period than in the same period
last vear.

4.3 Operating Income- - - -

SGA expenses for the first quarter of 2005 increased by US$0.8 million to US$9.9 million
compared to the same period of 2004, an increase of 8.2 percent. This increase is mainly
attributable to the consulting and legal expenses related to the restructuring. Costs related to
the restructuring of the Group’s finances in the first quarter amount to US$1.9 million. As a
part of the restructuring, NABI entered into consuiting contracts in connection with services
provide by two of its board members. In the first quarter of 2005, the Group received invoices
from these related parties totaling US$0,2 million of which outstanding invoices totaled US$0
as of March 31, 2005.

The Group recorded an operating loss of US$2.6 million in the first quarter of 2005 compared
to an operating loss of US$2.1 million in the same period of 2004. The higher operating loss is
attributable to the increase in SGA expenses explained above.

4.4 Amortization of deferred debt issuance cost and debt discount

Since NABI adopted IAS 32 and IAS 39 on January 1, 2005, deferred debt issuance cost and
debt discount amortizations were eliminated. Under IFRS, amortization of loans is charged to
interest expense.

4.5 Other Income (Expense), Net




NABI Rt. (Machinery) * INTERIM REPORT
Ujszasz utca 45, Budapest 1165 Hungary Q1 2005
Tel:+36.1.401.7100, Fax:+36.1.407.2931, E-mail: corporate.office@nabi.hu

Contact person: J. Daniel Garrett Group Chief Financial Officer

..Other income was US$1.0 million for the first quarter of 2005, as compared with US$3.3
“million for the same period in 2004. No open forward contracts were outstanding at the end of
first quarter of 2005, because the Group is limited in its ability to enter into new forward
contracts as a result of changes in the Company’s financial agreements, which were signed in
April 2004. In the first quarter of 2004 NABI earned US$2.5 million of realized and unrealized
gains on forward currency contracts. As a result of the cessation of the composite production,
NABI has ceased to recognize deferred income from January 1, 2004.

4.6 Earnings Before Interest, Tax, Depreciation and Amortization

As a result of the restructuring charges and the lack of the forward contracts, the consolidated
EBITDA of the Group was US$0.5 million for the first quarter of 2005. Consolidated EBITDA
was US$3.2 million in the same period in 2004. As defined by the Group, the amortization
includes - among others - the amortization/accretion of goodwill.

4.7 Loss Before Income Tax

The loss before income tax was US$3.5 million for the three months ended March 31, 2005
compared with the US$0.3 million in 2004.

4.8 Net Income

The Group reported a net loss of US$3.5 million for the three months ended March 31, 2005
compared to a net loss of US$0.3 million in the same period of 2004. NABI substantially has
abandoned the recognition of the deferred tax assets as a result of the future uncertainty of
these assets.

4.9 Changes in Balance Sheets Items

4.9.1 Cash and cash equivalents

Cash and cash equivalents increased by US$1.2 million to US$25.1 million compared to the
twelve months of 2004 partly attributable to the significant decrease in overdraft.

4.9.2 Receivables

Receivables decreased 2.9 percent to US$61.7 million as of March 31, 2005 compared to
US$65.5 million as of December 31, 2004,

4.9.3 Inventories

Inventories decreased by US$8.4 million, or 10.8 percent from December 31, 2004 to March
31, 2005 resulting from a focus on the cash generation through inventory reduction.

4.9.4 Deferred income taxes
Deferred income taxes decreased by US$0.3 million to US$2.9 million from US$3.2 million.

__4.9.5 Prepaidexpenses " -~

Prepayments and other assets amounted to US$2.2 million as of March 31, 2005, a decrease
of 42.8 percent compared to December 31, 2004. This decrease is mainly due to the lack of
unrealized gain on forward contracts at the end of March 2005.

4.9.6 Property and equipment, net

Property and equipment amounted to US$49.4 million as of March 31, 2005, a decrease of 2.7
percent compared to December 31, 2004,

4.9.7 Intangible assets
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Under USGAAP no deveiopment costs were capitalized. As a result of the Group having applied

IAS 38, capitalized developmant cost of US$4,0 million were recognized as of Jan' 1 2004, . .

Intangible assets amounted to US$2,9 million as of March 31, 2005, a decrease of 3.6 percent
compared to December 31, 2004.

4.9.8 Deferred debt issue cost

Deferred debt issue cost was US$0 million as of March 31, 2004, US$2.3 million less than as
of December 31, 2004. The decrease is due to the fact that the Group adopted IAS 32 and IAS
39 on January 1, 2005 and deferred debt issue costs were derecognized as of that date. As
described above, under the new standards, the relevant amount of issue costs were deducted
from the fair value of the liability and equity components of financial instruments and have
been amortized through interest expense according to the effective interest method.

4.9.9 Short-term debt

Short-term debt was US$103.6 million as of March 31, 2005, a decrease of US$2.8 million
compared to the balance of short-term debt as of December 31, 2004 mainly due to the
application of IAS 32 and IAS 39 as of January 1, 2005 and a decrease in Optare’s usage of its
overdraft facility., On April 21, 2004, the Group entered into a Restructuring Facility Agreement
and an Amended and Restated Note and Warrant Purchase Agreement as part of restructuring
its financing. Optare also signed a Facility Agreement with its bank on May 21, 2004. The
details of these agreements have been described in earlier annual and interim reports. NABI
repaid US$12.0 million to the financiers in February 2004, US$ 2.0 million in June 2004, and
US$8.0 million in September 2004. As of September 30, 2004, December 31, 2004, and March
31, 2005,'the Group did not meet certain quarterly covenant tests set forth in its financial
agreements. In accordance with US GAAP and IFRSs, the Company has reclassified its long-
term debt as short-term. In January 2005, NABI signed a Forbearance Agreement with its
lenders, which was valid until ‘March 31, 2005. Subsequently, the agreement was extended
until May 2, 2005. In connection with the restructuring program, which is supported by the
lenders, the Company has been engaged in on-going negotiations with a view to agreeing

amended financing arrangements.

4.9.10 Accounts payable

Accounts payable decreased by 4.1 percent since December 31, 2004, from US$76.9million to
US$73.8 million.

¥

Warranty provisions decreased by 6.0 percent to US$25.1 million as of March 31, 2005
compared to US$26.7 million as of December 31, 2004; primarily due to (i) reversal of

__additional warranty reserves made to cover warranty: repalr campaigns on. certain buses sold

in earlier years

4.9.12 Accrued and other liabilities

Accrued and other liabilities were US$8.6 million at the end of first quarter in 2005, compared
to the US$11.4 million by the end of 2004.

4.9.13 Long-term notes and capital lease obligations

Long-term notes and capital lease obligations amounted to US$0.2 million as of March 31,
2005 and as of December 31, 2004. The small amount is attributable to the fact that all-long-
term notes and loans were classified as short-term due to the reasons outlined with regard to

short-term debt.

4.9.14 Obligations under residual value guarantees
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Obligations under residual value guararices increased by US$9,000 reflecting the adjustment
to the present value of the obligations ‘during’the period ended March 31, 2005. These relate
to 76 buses sold with an option for the customer, subject to certain conditions, to oblige the
Group to repurchase the buses, which have been accounted for as an operating lease.

4,9.15 Deferred revenue

Deferred revenue decreased by US$0.4 million reflecting the recognition of the same amount,
which is amortized under deferred revenue in the income statement for the period ended
March 31, 2005.

4.9,16 Accumulated loss

Accumulated loss was US$53.0 million as of March 31, 2005, as compared to an accumulated
foss of US$54.1 million as of December 31, 2004, which represents a decrease of US$1.1
million in accumulated loss. This decrease is attributable to a the net effect of the net loss of

.. US$3.5 million generated by the Group during the period and the US$4.6 miilion downward

adjustment of the accumulated loss as of January 1, 2005 due to the application IAS 32 and.
39 as of the same date as described above.

5. Shareholder Structure

Type L January 1, 2005 March 31, 2005

- % Shares %% Shares
Domestic institutions 13.01 601,619 10.26 474,604
Foreign institutions 56.51 2,613,209 56.51 2,613,209
Domestic & Foreign individuals (2) 0.00 0 0.00 0
Domestic depositaries, brokers 2461 1,138,115 28.12 1,300,665
Foreign depositaries, brokers 5.60 259,186 4.85 224,176
Government related 0.01 971 0.00 446
Employees, senior officers 0.25 11,500 0.25 11,500
Other (3,4) 0.00 0 0.00 0
TOTAL: 100.00 4,624,600 100.00 4,624,600
Notes: (1) Voting percentages are the same as ownership ratios

(2) Although individuals are not registering themselves, its likely that they are holding
shares at depositaries and brokers

(3) No shares of the company are held by international development institutions

(4) No treasury shares

(5) All issued shares are listed on the stock exchange

RS2. Neither the Company nor its subsidiaries have owned any NABI Rt. shares.

+a

Name Origin Activity Quantity ~ OWnership Note
‘The First Hungary Fund Foreign Institutional 2,500,000 54.06% Financial inv’
Citibank Rt. (6 accounts) Domestic Institutional 284,757 6.16% Depositary
Erste Securities Domestic Institutional 224,493 4.85% Broker _
Buda-Cash Brdkerhdz Rt. Domestic Institutional 194,590 4.21% Broker
Inter-Eurdpa Securities Domestic Institutional 168,106 3.64% Broker
Generali Gold Inv' Fund Domestic Institutional 150,924 3.26% Financial inv’

Note: Voting percentages are the same as ownership ratios
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6.

The Group’s Structure and Operation

March 31, June 30, Sept’ 30, Dec' 31, January 1, March 31,
2004 2004 2004 2004 2005 2005
NABI Rt. 905 865 838 735 735 666
NABI Inc. 707 663 655 622 622 516
“Optare Holdings Ltd. 427 463 485 498 498 524
TOTAL: 2,039 1,991 1,978 1,855 1,855 1,706

- Beginning End of Share
Name Position of mandate mandate ownership
Martin Adams Chairman of the BoD April 27, 2004 May 31, 2005 0
G.K van der Member of the BoD, Chairman of the
: Remuneration and Nomination April 27, 2004 May 31, 2005 0
Mandele X
Committee .
Andrds Racz Member of the BoD, NABI Rt. CEO 1992 May 31, 2005 11,500
Independent director
Tamds Felsen Chairman of the Budget&Audit March 31, 1997 May 31, 2005 9]
Committee
Mark Pejacsevich Independent director March 31, 1997 May 31, 2005 0
Russell Richardson ~ Member of the BoD April 27, 2000  May 31, 2005 0
Charles A. Huebner Chairman of the Supervisory Board March 31, 1997 May 31, 2005 0
_Laszl6 Blaga Member of the Supervisory Board March 31, 1997 May 31, 2005 0
Jénos Kalman Member of the Supervisory Board April 27, 2000 = May 31, 2005 0
Lajos Kenyeres Member of the Supervisory Board April 27, 2000  May 31, 2005 0
Zoltan Széke (1) Member of the Supervisory Board April 27, 2000 Jan;ggysh, 0
Peter Horvath NABI Rt. Chief Financial Officer 1995 indefinite 0
Total shareholding . 11,500

(1) Note: Mr. Sz8ke's membership terminated in line with his employment contract as of January 31, 2005

7. Other Items
7.1 Changes after the period

NABI Rt. opened the Shareholders' Annual General Meeting on 29 April and after discussion of
the first agenda item, the shareholders suspended the meeting unti! 27 May, 2005,

As a result of the significant restructuring charges in 2004, the equity of NABI Rt. declined to a
level below two-thirds of the registered capital. The Board of NABI Rt. proposes at the Annual
General Meeting to reduce the registered capital in order to comply with the capital
requirements of the Hungarian Companies Act. The exact extent of capital reduction will

~depend on-the- amount of book equity. shown in the final, audited financial statements

prepared in accordance with Hungarian law.

According to the 2004 unaudited standalone financial statement prepared in accordance with the
Hungarian accounting rules, the book equity of the Company has fallen below two-thirds of its
registered capital, to HUF 514,127,000. The Board of Directors proposes to the Genera! Meeting
pursuant to section 243(1)(a) of the Companies Act to decrease the Company’s registered capital
of HUF 4,624,600,000 by HUF 4,106,644,800 to HUF 517,955,200. The Board of Directors
proposes to decrease the registered capital, without changing the number of the shares, by
reducing the nominal value of the shares from HUF 1000 to HUF 112. These figures are subject to
change until the audit report is not issued.
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7.2 . Quistanding warrants and management options of NABI ®t. .

Number of warrants / options Exercise price Deadline to exercise

330,258 (warrant) HUF 5,446 December 30, 2006
. 23,000 (m' option) HUF 4,618 March 27, 2006

137,400 (m' option) HUF 3,812 March 22, 2007
20,000 (m' option) HUF 3,890 April 15, 2007

1,713,753 (warrant) HUF 1,087 December 30, 2006

7.2 News Releases of NABI Rt. (ST1.)

Date Subject
January 10 Workforce Reduction at NABI Rt.'s Kaposvar factory
January 12 2004 bus sales performance of NABI
March 24 Invitation to NABI Rt.'s Annual General Meeting of Shareholders
March 24 Letter to Shareholders

April 06 Supplement to the invitation to the AGM of NABI Rt.

April 08 Declaration on Corporate Governance Practices .

April 12 Q1 2005 bus sales performance and new bus sales of NABI

April 14 Proposals for the NABI AGM

April 14 FHF's proposals for the NABI AGM

April 29 One-day walkout at NABI Rt.'s Budapest factory

April 29 Suspension and Resolutions of the Annual General Meeting of NABI Rt.
May 02. Settlement with the Union

News releases were published on www.nabi.hu, www.bet.hu and in Magyar Tékepiac.
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“'Summary

_In_the fourth quarter of 2004, NABI announced that its Board of Directors had approved

measures to implement a comprehensive restructuring of operations for the purpose of
reducing costs, improving financial and operating performance, increasing competitiveness
and reducing debt. The Group also announced that the New York-based firm of Conway, Del
Genio, Gries & Co., LLC (“"CDG") had been engaged to provide restructuring and financial
advisory services in conjunction with the restructuring. In its financial results for the quarter
and year ended December 31, 2004, the Board has decided to take significant charges
associated with the restructuring, most of which are non-cash in nature. In connection with
the restructuring, significant progress has been made in preparing a long-term strategic
business plan, implementing wide-ranging organizational changes and focusing on improving
operational performance.

The Group’s lenders are supporting the restructuring initiatives and have agreed to forebear
covenant defaults related to its borrowing agreements. Since initiation of the restructuring,
the Company has been in ongoing discussions with the lenders with a view to amending its
financing arrangements prior to the issuance of its audited financial statements for the year
ended December 31, 2004.

Consolidated revenue for the fourth quarter of 2004 was US $103.5 million, compared with US
$101.1 million in the same period iast year. Total vehicle deliveries in the fourth quarter
were 348 units compared with 339 units in the prior year period. Total restructuring-related
charges and provisions recorded in the fourth quarter of 2004 were US $39.0 million, most of
which are non-cash related.

Consolidated revenue for the year ended December 31, 2004 was US $379.0 million, up from
US $320.1 million in 2003. The growth in annual revenue was attributable to an increase in
bus sales, from 1,149 units to 1,227 units, and higher average unit selling values.
Aftermarket parts and service sales grew by 32.5 percent in 2004 to US $62.2 million from US

$47.0 million. i

Primarily as a result of the charges associated with the restructuring, the operating loss for the
year ended December 31, 2004 increased significantly to US $57.5 million from an operating

~Joss of US $23.7 million in the prior year. In addition, the Company recorded additional
provisions for potential warranty costs and expected losses on unprofitable contracts to be
. completed. in 2005, and established reserves against obsolete and slow-moving inventory.

The net loss for the year was also impacted by the required accounting treatment for income
taxes and deferred taxes.

In December 2004, the Group announced the decision of the U.S. Federal Transportation
Administration refusing to renew the “Buy America” waiver for the shell. As a result of this
decision, together with a limited CompoBus® order book and expected continuation of
significant operating losses, the Group plans to cease production of the CompoBus® at
Kaposvdr in 2005 upon completion of current commitments to customers, while the Company
explores alternatives for the product and the facility. The cessation of CompoBus® production
is expected to improve the Group’s future financial performance and cash flow.

In the fourth quarter of 2004, the Group implemented significant personnei reductions in the
U.S. and Hungary in order to streamline operations and reduce costs. Changes in the U.S.
operating management have resulted in positive trends in productivity, efficiency and bus
deliveries. Improvements in deliveries and working capital management have resulted in an
inventory reduction of approximately US $20 million at December 31, 2004 compared with the
prior year-end.
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The pilot and test-vehicles.for *he Los Angeles contract for 60 foot BRT articulated-buses:were
delivered on schedule in 2004. Shell production for this contract is underway in Budapest and
assembly in the U.S. operation is expected to commence on schedule in March 2005.

In a very competitive U.K. market, the registrations of heavy-duty buses fell by 9 percent in
2004 compared to the previous year. However, Optare successfully increased its market
share of the depressed market from 9 percent in 2003 to 13 percent in 2004, principally
through the expansion of its Solo range of low floor buses. Delivery of Optare buses to
Denmark commenced in the fourth quarter following the appointment of a dealer in that
country and as orders were received from Arriva for buses to operate in Copenhagen.

During the coming months, the Group’s focus will be to continue to improve core operations
and the implementation of the restructuring program. In addition to pursuing previously
identified restructuring measures, the Group will investigate the possible sale of certain non-
core assets and implement other measures designed to enhance the value and performance of
its operations.

As a result of the significant restructuring charges in 2004, NABI Rt.’s equity, on the basis of
unaudited financial statements and determined in terms of Hungarian accounting law,
decreased to a level below two-thirds of the registered capital. Accordingly, the Board of NABI
Rt. will propose at the forthcoming Annual General Meeting certain measures in order to
comply with the capital requirements of the Hungarian Companies Act. The .exact extent of
capital reduction will depend on the amount of book equity shown in the final, audited financial
statements prepared in accordance with Hungarian law.

This interim report contains information about the performance of the NABI Rt. ("NABI”, “the
Company”, or “the Group”), and its 100 percent owned subsidiaries "NABI Inc” and “Optare
Holdings Ltd.” ("Optare”), during the fourth quarter and year ended December 31, 2004,

The consolidated flash report is based upon U.S. GAAP and contains data and statements
regarding the reporting period that are correct to the best knowledge of management. Every
substantive fact to date that may have a significant bearing on the position of the Group and
known to management has been included in this report. Forecasted future events can be
influenced by unforeseeable risks.

February 11, 2005

Andras Racz 1. Daniel Garrett
Chief Executive Officer Chief Financial Officer
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1. Sales and Order Backlog

1.1 Bus deliveries

During fiscal year 2004 the NABI Group sold 1,227 vehicles compared to 1,149 vehicles in
2003. On a 40-foot equivalent basis, deliveries in the USA increased year-on-year due to the
fact that a significant portion of the technical problems, which restricted shipment of 60LFW
buses in 2003, had been resolved. Unit sales increased in the U.K. compared to last year,
which resulted in a US $17.4 million growth in revenue.

Vehicle sales revenue in 2004 was US$316.2 million (including deferred revenue) or 83.4
percent of total revenue in the period, compared to vehicle sales of US$272.3 million achieved
in 2003,

i December 31, December 31, December 31,
Market Bus type 200 2003 2002
UsA 30-foot (medium duty) 1 72 13°
77 35740-foot (heavy-duty) 468 483 77L. .
- NGQ-foot articulated (heavy-duty) 133 76 54
40/45-foot CompoBus® 84 57 3
USA MARKET TOTAL: 686 688 841
United Kingdom Single deck under 7.5t 89 125 121
Single deck over 7.5t 428 308 366
Double deck (over 7.5t) 2 9 40
UK MARKET TOTAL: 519 442 527
HU MARKET TOTAL: Single deck over 7.5t 22| 19 7
GRAND TOTAL 1,227 1,149 1,375
1.2 Sales of aftermarket parts and services

US$62.2 million consolidated sales of aftermarket parts and services were achieved in 2004,
an increase of 32.5 percent on the US$47.0 million achieved in 2003.

1.3 Bus order backlog

The consolidated bus order and option backlog of the Group at the end December 2004
contained 2,460 buses with a total value of approximately US$937 million. The number of
firm orders at the end of 2004 for the US market was 522 with a value of approximately
US$232 million. In addition, the Group's US option backlog is 1,783 buses. Due to the
economic climate in the USA, the Group has experienced delays in the conversion of options
into orders. However, based upon conversations with a number of customers, the Company
expects a number of options will be exercised in the year ahead. Consistent with its past
practices, the Group will adjust its near term operations and production plan to reflect the
lavel of firm orders.

AR
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2. Unadited financial statements - in"accordance with US GAAP

December 31,03/
December 31, December 31, 04/ December 31, December 31, 02 December 31,

Figures in US§ thousands 2004  December 31,03 (%) 2003 o 2002
Cash and cash equivalents 23,818 113.1% 21,063 70.8% 29,753
Receivables 63,543 109.4% 58,100 96.9% 59,975
Inventories 78,177 79.4% 98,411 125.4% 78,491
Deferred income taxes 8,030 95.8% 8,381 191.0% 4,388
Prepaid expenses and others 3,957 61.4% 6,447 141.8% 4,546
Total current assets 177.525 92.3% 192,402 108.6% 177,153
Property and equipment, net 50,728 87.0% 58,340 95.2% 61,254
Goodwill 5,691 30.4% 18,728 100.0% 18,728
Deferred debt issue cost ] 2,174 - 1188.0% 183 67.3% 272
Others 2,189 56.1% 3,903 237.4% 1,644
Total NON-Current assets 60,782 74.9% 81,154 99.1% 81,898
Total assets 238,307 . 87.1% 2735556 105.6% 259!051
Short-term debt 105,814 " 81.0% 130,654 215.1% 60,748
Curr' portion of long term debt | 0 Coona 0 0.0% 7,953
Accounts payable 76,925 - 179.0% 42,986 80.2% 53,627
Warranties 26,670 - 170.9% 15,605 164.9% 9,466
Accrued and other liabilities 11,356 98.8% - 11,494 121.0% 9,503
Deferred income taxes 794 121.4% 654 n.a. 54
Tatal current liabilities 221,559 110.0% 201,393 142.5% 141,351
Long-term notes and capital
lease obligations, net of debt 240 62.5% 384 1.3% 28,681
discount
Other long term liabilities 1,784 82.2% 2,170 126.3% 1,718
Obligations under residual 3,046 100.0% 3,046 100.0% 3,046
----Vajue-guarantees. ........ ... ..f..

" Deferred revenue 2,787 65.6% 4,252 74.4% 5,717
Total non-current liabilities 7,857 79.8% 9,852 25.2% 39,162
Share capital 25,474 100.0% 25,474 100.0% 25,474
Additional paid in capital 28,027 109.4% 25,612 100.0% 25,612
Accumulated income / (loss) (45,451) -425.6% 10,679 38.9% 27,441
Accumulated other 841 154.0% 546 4963.6% 11
comprehensive income
Total shareholders’ equity 8,891 14.3% 62,311 79.3% 78,538
Total liabilities and 238,307 87.1% 273,556 = 105.6% 259,051

shareholders’ equity

Issuance of Netincomel{loss})  Foreign currency  December 31,

Figures in US$ thousands December 31, 2003 warrants for the period  translation adjustment 2004
Share capital ) 25,474 0 0 0 25,474
Additional paid in capital 25,612 2,415 0 0 28,027
Retained earnings 10,679 0 -56,130 0 -45,451
Accum' Other Comprehensive Loss 546 0 0 295 841

SHAREHOLDERS' EQUITY 62,311 2,415 -56,130 295 8,891

- oA
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Figures in US$ thousands, except December 31, %ee?;‘\..t:grsg{ 22000::'; December 31, %eec::nl;eerf;{ 220(?032' December 31,
where otherwise indicated 2004 ! %) 2003 ! %) : 2002
Net sales 377,526 118.5% 318,600 88.7% 359,121
Deferred revenue 1,465 100.0% 1,465 100.0% 1,465
TOTAL REVENUE 378,991 118.4% 320,065 88.8% 360,586
Cost of Sales (375,916) 120.6% (311,601) 97.8% (318,639)
GROSS PROFIT 3,075 36.3% 8,464 20.2% 41,947
Gross margin (%) 0.81 2.64 11.63
Selling, General &

Administrative Expenses (47,511) 147.8% (32,150) 106.4% (30,218)
Accretion / {Amortization) of goodwill 0 n.a 0 n.a 72
Goodwilt impairment (13,037) n.a 0 n.a 0
OPERATING (LOSS)/INCOME (57.473) 242.6% 23,686 -200.7% 11,801
Operating margin (%) (15.16) ‘ (7.40)" 3.27
Other income/(expense) net 8,852 142.2% | 6,227 | -1108.0% (562)
Amortization of debt discount (1,166) 95.3% (1,223) 118.3% (1,034)
Amortization of deferred debt issue cost (766) 860.7% (89) 95.7% (93)
Interest income 102 145.7% -70 60.9% 115
Interest expense (4,836) 120.2% (4,024) 119.1% (3,380)
(LOSVINCOME BEFORE INGOME (55,287) 243.3% |  (22,725) -331.9% 6,847
Income tax (expense)/ benefit (843) -14.1% 5,963 -589.2% ‘ (1,012)
NET (LOSS)/INCOME before

cumulative effect of change in (56,130) 334.9% 16,762 -287.3% 5,835
accounting principle

Cumulative effect of change in

accounting principle 0 n.a. 0 n.a. 1,255
NET (LOSS)/INCOME (56,130) 334.9% (16,762) ~-236.4% 7,090
NET INCOME margin (%) (14.81) (5.24) 1.97
Currency translation

adjustment (loss) / gain 295 55.1% 535 68.4% 782
COMPREHEN%NE {LOSS)/INCOME (55,835) 344.1% 16,227 -206.1% 7,872
Number of shares in issue-at period end

(HUF1,000 per share) 4,624,600 100.0% 4,624,600 100.0% 4,624,600
g oNLOSS) PER SHARE IN (12.14) 334.9% (3.62) -236.4% 1.53
Weighted average number of shares

outstanding: diluted 4,624,600 100.0% 4,624,600 99.5% 4,646,946
FULLY DILUTED EARNINGS/(LOSS) .

PER SHARE IN US$ (1) (12.14) 334.9% (3.62) 237.6% 1,53
HUF/US$ exchange rate as at the

closing day of the period 180.25 207.92 225.16
GBP / US$ exchange rate as at the 1.9266 1.7785 1.6044

closing day of the period
(1) the calculation of fully diluted earnings per share includes 0 and 0 and 22,346 options in fiscal years 2004, 2003

and 2002, respectively, for which the exercise prices were equal to or below the average market price of NABI
shares on the Budapest Stock Exchange during the period.
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Figures in US$ thousands, except March 31, June 30, September 30, December 31,
where otherwise indicated 2004 2004 2004 2004
Net sales 93,882 90,537 90,006 103,101
Deferred revenue 366 67 366 366
TOTAL REVENUE 94,248 90,904 90,372 103,467
Cost of Sales (87,299) (85,233) (88,289 (115,095)
GROSS PROFIT 6,949 5,671 2,083 {11,628)
Gross margin {%) * 7.37 6.24 2.30 C(11.24)
© Seliing, General & Administrative . A -
Expenses (9,750) (9,646) (10,272) (17,843)
Impairment of goodwili 0 0 0 " (13,037)
OPERATING INCOME/(LOSS} (2,801) (3.975) (8,189) {42,508)
Operating margin (%) (2.97) (4.37) {9.06) . (41.08)
Other income / (Expense) net 3,253 726 2,162 2711
Amortization of debt discount (231) (231) (349) (355)
Amortization of deferred debt
issuance cost (22) (169) (228) (346)
Interest income 22 21 24 35
Interest expense (1.127) (1,104) (1,298) (1,307)
INCOME/(LOSS) REFORE INCOME TAX (908) (4,732) {7,879) {41,770)
Income tax (expense) / benefit 36 1,021 1,331 (3,231)
" 'NET'INCOME/(LLOSS) (870) (3,711) (6,548) 45,001
NET INCOME margin (%) (0.82) (4.08) (7.25) (43.48)
Currency transiation
adjustment (loss) / gain (19) (100) (18) 432
COMPREHENSIVE INCOME/(LOSS) (889) (3,811) {6,566) {44,569)
Number of shares in issue at period end 4,624,600 4,624,600 4,624,600 4,624,600
(HUF 1,000 per share)
EARNINGS PER SHARE IN USS$ (0.19) (0.80) (1.42) (9.73)
Weighted average number of shares:
diluted 4,624,600 4,624,600 4,624,600 4,624 600
FULLY DILUTED EARNINGS PER (0.19) (0.80) (1.42) (9.73)
SHARE IN US$

- oA
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December

: Decén;Ber December
Figures in US$ thousands 31, 2004 31, 2003 31, 2002
Net income (56,130) (16,762) 7,090
Adjustments to reconcile net income to net cash

rovided by (used in) operating activities:

Depreciation and amortization 8,949 8,214 6,878
Amortization of deferred revenue (1,465) (1,465) {1,465)
Accretion of negative goodwill 0 0 (72)
N " Goodwill impairment 13,037 0 0
- . Impairment loss 4,878 | 1,546 0
Amaortization of debt discount 1,166 | 1,223 1,034
Amortization of deferred debt issuance cost 766 89 93
Warranties 11,065 6,139 2,719
Deferred income tax provision 1,809 (5,193) (1,655)
Deferred debt issuance cost (2,757) 0 0
Unrealized forward exchange (gain)/loss 1,510 (3,791) 0
Changes in assets and liabilities:
Accounts receivable, net (5,443) 1,875 15,980
Inventories 20,234 (19,920) (13,764)
Prepaid expenses and others 980 1,890 551
Accounts payable 33,939 (10,641) {6,383)
Accrued liabilities and others (138) 1,990 4,904
Increase in obligations under residual value guarantees 0 0 0
Increase in deferred revenue 0 0 0
Other assets / (liabilities) 10 {6) (6)
Net cash provided by / (used in) operating activities 32,410 (34,813) 15,904
Cash-flows from investing activities:
Purchase of property and equipment (6,215) (6,846) (17,868)
Purchase of business, net of cash 0 0 Q
Net cash used in investing activities (6,215) (6,846) (17,868)
Cash flows from financing activities:

Net cash Provided by / (used in) financing activities (23,735) 32,433 28,947
Effect of foreign exchange rates on cash 295 536 781
Net increase / (Decrease) in cash and cash equivaients 2,755 (8,690) 27,765
Cash & cash equivalents, beginning of period 21,063 29,753 1,988
Cash & cash equivalents, end of period 23,818 21,063 29,753

fR11a
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3y Basis of Presentation of the Financial Statements. and Summary of Significant
Accountmg Policies

3.1 Basis of presentation

NABI Rt. maintains its accounting records in accordance with the Hungarian Law on
Accounting. The accompanying condensed consolidated financial statements, which are un-
audited, include adjustments and reclassifications to present the Group’s consolidated financial
information in accordance with accounting prlnc:ples generally accepted in the United States of
“Ameérica ("Us GAAP"). -

3.2 Principles of Consolidation

The condensed consolidated financial statements include the accounts of NABI Rt., its wholly
owned subsidiary NABI Inc. and the wholly owned subsidiary of NABI Inc., Optare Holdings
Ltd. All significant inter-company accounts and transactions have been eliminated.

3.3 Currency Translation
The Group’s reporting currency is the United States Dollar (“"US$").

NABI Rt. and NABI Inc.’s functional currency is the US$. NABI Rt. maintains its books in
Hungarian Forint which are remeasured into US$ as follows: non-monetary assets and
liabilities, principally inventories, prepaid expenses, property and equipment and share capital,
and any revenue and expenses related to these items, have been remeasured into US$ using
historical exchange rates. Monetary assets and liabilities have been remeasured using the
perlod -end exchange rates. The related exchange gains and Iosses have been recognized in
.the consolidated statements of income.

Optare’s functional currency is the British Pound (“GBP”). The assets and liabilities of Optare
are translated into US$ at period-end exchange rates and. the results of Optare’s operations
are translated at the weighted average exchange rates for the year. Foreign currency
translation gains or losses arising are recorded as a component of other comprehensive

income/(loss) in the accompanying consolidated statements of income and comprehensive

income. Cumulative foreign currency translation gains or losses are recorded as a separate
component of shareholder’s equity in the consolidated balance sheet.

3.4 Change in Accounting Principles: Goodwill

With effect from January 1, 2002, in accordance with SFAS 142, “Goodwill and Other Intangible Assets”, the
Group has ceased to amortize goodwill and has written off negative goodwill.
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Name Issued Capital Ownership Voting Category
North American Bus Industries Inc. US$ 41.0 million 100% - 100% Fully owned
Optare Holdings L.td. GBP 4.24 million 100% 100% Fully owned

J3F

i

Am

nt of Commitment Expiration Per p?ﬁ&j

Description T‘gzlr:nr:}?tzzts f;et:fn 1 1-3 years 3-6 years After 5 years

Performance bonds 23,055 18,055 5,000 - -
Royalty 1,550 675 875 i - -
Total commitments 24,605 18,730 5,875 . - -

; Item . Yes / No
Extraordinary items affecting the financial statements No
Changes in accounting principles during period No
Seasonal earnings expenses No
Material changes in the estimation of income tax No
Disposal of any significant segment of business o No
Additional contingent liability No
Significant change in the overall financial position of the Company Yes

4.1 Total Revenue

Net sales of buses and spare parts were US$379.0 million (including US$ 0.6 million other
sales) in fiscal year 2004, an 18.4 percent increase over the fiscal year 2003. The reasons
behind this increased performance are detailed in section 1.1 of this report.

Vehicle sales amounted to US$314.7 million (excluding deferred revenue) of which US$237.5
million was derived from the United States market, US$73.3 miilion from the UK market, and
US$3.9 from the Hungarian market. The year-on-year 16.2% increase is primarily due to the
sale of higher priced models and the greater sales volume.

Spare parts and aftermarket services revenue was US$62.2 million during the fiscal year
2004, a 32.5 percent increase over the comparable year 2003.

Total revenue in 2004 and 2003 includes deferred revenue related to deliveries of 30LFN buses
in 2001 on which revenue is being recognized over several years. Deferred revenue recognized
in 2004 and 2003 was US$1.5 million for both periods.

4.2 Cost of Sales and Gross Profit

Cost of sales in 2004 increased 20,6 percent to US$375.9 million from US$311.6 million for
the year 2003,

Primary reasons for the increase relate to the higher sales volume, increased labor costs in the

US and Kaposvar, and the depreciation of the US dollar. Cost of sales includes additional

AN /1A
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campaign warranty provisions of US$2,1 million, warranty provisions of US$6.2 and provisions -« a5

for future losses of US$7.1, which were established in the current reporting period.

Gross profit for the fiscal year 2004 was US$3.1 million, resulting in a decrease of 63.7
percent or approximately US$5.4 million compared to the gross profit of US$8.5 million in the
same period of 2003.

4.3 Operating Income

SGA expenses for fiscal year 2004 increased by U$15.4 million to US$47.5 million compared to
2003, an increase of 47.8 percent. This increase is mainly attributable to (i) consulting
expenses related to the restructuring, (ii) the negative impact of the higher than expected
depreciation of the USD against the HUF and the GBP, (iii) the impairment at year-end of the
assets at the composite manufacturing plant in Kaposvar and (iv) inventory write-downs at
NABI Rt. Costs related to the restructuring of the Group’s finances in
April 2004 amount to US$6.8, of which US$2.8 million has been capitalized and will be
amortized over the lives of the related finance agreements. As a part of the restructuring,
NABI entered into consulting contracts with two of its board members. In line with the. terms
of these agreements, “in 2004, the Group received invoices totaling US$ 223,000 out which
outstanding invoices totaled US$155,000 as of December 31, 2004. :

As a part of the restructuring process NABI obtained a business valuation and based -on this
the Optare related goodwill was impaired by US$13 million.

The Group recorded an operating loss of US$57.5 million in 2004 compared to an operating
loss of US$23.7 million in 2003. The higher operating loss is attributable to the increase in
SGA expenses explained above and year-end impairment of goodwill related to the value of
the Optare investment.

4.4 Amortization of deferred debt issuance cost and debt discount

Amortization of debt issue cost increased by US$677,000 due to the fact that part of the
costs related to the restructuring of the Group’s financing in April 2004 have been capitalized
as described in earlier flash reports. Amortization of debt discount decreased by US$57,000
reflecting the extended term of the related debt and the change in the repayment schedule.

4.5 Other Income (Expense), Net

Other income was US$8.9 miilion for the fiscal year 2004, as compared with US$6.2 miilion for
the same period in 2003, primarily due to (i) the effect on monetary assets and liabilities -
especially on inventories ~ denominated in HUF of the weakening of the USD against the HUF
and (ii) the recognition of US$5.8 million realized and unrealized gains on forward currency
contracts. The volume of open forward contracts decreased significantly in 2004 due to the
Group being limited in its ability to enter into new hedging contracts as a result of changes in
the Company’s financial agreements, which took place in April 2004.

4.6 Earnings Before Interest, Tax, Depreciation and Amortization

As a result of the significant restructuring charges and the unusual charges and provisions
discussed elsewhere in this report, consolidated EBITDA for the Group was negative US$21.7
million for the fiscal year 2004. Consolidated EBITDA was negative US$7.7 million in the same
period in 2003. As defined by the Group, the amortization includes - among others - the
amortization/accretion of goodwill, deferred debt issuance cost amortization or debt discount
amortization.

4.7 Loss Before Income Tax
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The loss before income tax was US$55.3 million for-the twelve months ended December 31,
2004 compared with the US$22.7 million in 2003.

4.8 Net Income

The Group reported a net loss of US$56.1 million for the twelve months ended December 31,
2004 compared to a net loss of US$16.8 million in the same period of 2003.

4.9 Changes in Balance Sheets Items

4.9.1 Cash and cash equivalents

Cash and cash equivalents increased by US$2.8 million to US$23.8 million compared to the
twelve months of 2003 partly attributable to the change in working capital, net loss and
scheduled mandatory prepayments of debt during the reporting period.

4.9.2 Receivables

Receivables increased 9.4 percent to US$63.5 million as of December 31, 2004 compared to
US$58.1 million as of December 31, 2003.

4.9.3 Inventories

Inventories decreased by US$20.2 ‘million, or 20.6 percent from December 31, 2003 to
December 31, 2004 resulting from a focus on the cash generation through inventory
reduction. ’ :

4.9.4 Deferred income taxes

-Deferred income taxes decreased by US$0.4 million to US$8.0 millicn from US$8.4 million.
This decrease was attributable to an allowance of US$19.9 million following an evaluation of
the projected income over the next three years.

4.9.5 Prepaid expenses

Prepayments and other assets amounted to US$4.0 million as of December 31, 2004, a
decrease of 38.6 percent compared to December 31, 2003.

4.9.6 Property and equipment, net

Property and equipment amounted to US$50.7 million as of December 31, 2004, a decrease of
13.0 percent compared to December 31, 2003. The decrease is primarily due to (i} the
recognition of depreciation expense in an amount greater than new capital expenditures
during the period and (ii) a US$4.9 million year-end impairment of the assets at the composite
manufacturing plant in Kaposvar based on the negative cash generation of the production and
independent valuation of the property.

4.9.7 Deferred debt issue cost

bbef.er‘r“é‘c‘f’ debt issue cost was US$2.2 miflion as of December 31, 2004, US$2.0 million more
than as of December 31, 2003. The increase is due to the fact that the Group has capitalized
costs of US$2.8 million related to the restructuring of its finances.

4.9.8 Other non-current assets

Other non-current assets amounted to US$2.2 million at the end of the period compared to
US4$3.9 million as of December 30, 2003, mainly attributable to a change in deferred tax
assets in 2004.
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. . ¥_4.9,9 Short-term debt S gy

o Short-term debt was US$105.8 million as of December 31, 2004, a decrease of US$24.8
e million_compared to the balance of short-term debt as of December 31, 2003. On April 21,
-~ 2004, the. Group entered into a Restructuring Facility Agreement and an Amended and
Restated Note and Warrant Purchase Agreement as part of restructuring its financing. Optare
also signed a Facility Agreement with its bank on May 21, 2004. The details of these
agreements have been described in reports published earlier this year. NABI paid back
US$12.0 million to the financiers in February 2004, US$ 2.0 million in June 2004, and US$8.0
million in September 2004. As of September 30 and December 31, 2004, the Group did not
meet certain quarterly covenant tests set forth in the above agreements. In accordance with
US GAAP the Company has reciassified its short-term debt as long term. Subsequent to the
end of the quarter, NABI signed a Forbearance Agreement with its lenders, which is valid until
March 31, 2005. In connection with the restructuring program which is supported by the
lenders, the Company has been engaged in on-going negotiations with a view to receiving
amended financing arrangements prior to the issues of its audited financial statements for the

year ended December 31, 2004.

4.9.10 Current portion of long term debt

Current portion of long-term debt was US$0.0 million as of December 31, 2004 and 2003. This
is attributable to the fact that all long-term debt has been classified as short-term due to the
reasons outlined in the previous section. 4

4.9.11 Accounts payable

Accounts payable increased by 79.0 percent since December 31, 2003, from US$42.3 million
to US$76.9 million. The increase is mainly attributable to (i) the progress payment liability is
$33.6 million (ii) and the increased volume of trade accounts payable.

4,9.12 Warranty provisions

Warranty provisions increased by 70.9 percent to US$26.7 million as of December 31, 2004
compared to US$15.6 million as of December 31, 2003; primarily due to (i) increased number
of buses sold, (ii) additional warranty reserves made to cover warranty repair campaigns on
certain buses sold in earlier years; and (ii) increased warranties in the USA as described

earlier in Section 4.2.

4.9.13 Accrued and other liabilities

Accrued and other liabilities were US$11.4 million at the end of the fiscal year 2004, compared
to the US$11.5 million in the same period of 2003.

4.9.14 Long-term notes and capital lease obligations

Long-term notes and capital lease obligations amounted to US$0.2 million as of December 31,
2004 compared to US$0.4 million as of December 31, 2003. The small amount is attributable
to the fact that all long-term debt has been classified as short-term due to the reasons

outlined in Section 4.9.9.

4.9.15 Other long-term liabilities

Other long-term liabilities were U$$0.4 million lower as of December 31, 2004 compared to
the same period of 2003, which is attributable to a deferred tax item.

4.9.16 Obligations under residual value guarantees

A™ A
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Obligations under ‘residiial value guarantees remained at US$3 million as of-Pecember: 31,
2004, the same as a year earlier. These relate to 76 buses sold with an option for the
customer, subject to certain conditions, to oblige the Group to repurchase the buses, which
have been accounted for as an operating lease.

4.9.17 . Deferred revenue

Deferred revenue decreased by US$1.5 million reflecting the recognition of the same amount,
which is amortized under deferred revenue in the income statement.

4.9.18 Accumulated loss

e Accumulated -loss was US$45.5 million as of December 31, 2004, a ’change of US$56.1 million
compared to the accumulated income as of December 31, 2003 The change reflects the net
loss generated by the Group.

5. Sharéholde_r Structure

FRE SR s ; RNt

Dec 31, 2004 Dec 31, 2003 Dec 31, 2002

Type % Sf'nares % S‘hares % S‘hares

. (*000) _(‘o00) (*000)
Domestic institutions 13.03 602.6 18.44 853.0 12.64 . 584.5
Foreign institutions 56.51 2,613.2 56.75 2,624.0 56.83 2,628.3
Institutional investors total 69.54 3,215.8 75.19 3.477.2 69.47 3,212.8
Domestic depositaries, brokers 26.92 1,245 22.70 1,050.0 28.35 1,311.2
Foreign depositaries, brokers 3.29 152.3 1.86 85.9 1.90 87.7
Depositaries total 30.21 1,397.3 24.56 1,135.9 30.25 1,398.9
Employees : 0.25 11.5 0.24 11.0 0.28 12.9
Treasury shares 0.00 0 0.00 0 0.00 0
TOTAL: L 160.00 4,624.6 100.00 4,624.6 100.00 4,624.6

o e —en o Notes: - Voting. percentages are the same. as ownership ratios
——<--- = .= Noshares of the company are. in state ownership or held by international development institutions
- All. issued shares are listed on the stock exchange

TR

Name Origin Category Quantity Owrl;li'zhlp Note
The First Hungary Fund Foreign  Venture capital fund 2,500,000 54.06% Financial inv’
Erste Securities Domestic Broker 184,509 3.99% Clients' a/c
Citibank Rt. Domestic Depositary 172,856 3.74 Depositary
Buda-Cash Brdkerhaz Rt. Domestic Broker 147,029 3.18% Clients' a/c
Generali Gold Inv' Fund . Domestic Open-end investm't fund 150,924 3.26% Financial inv’
Inter-Europa Befektetesi o octic Broker 142,270 3,08%  Clients' a/c

Rt.

6. The Group’s Structure and Operation

Dec 31, 2004 January 1, 2004 Dec 31, 2003 Dec 31, 2002

_NABI Rt, 735 919 919 934
NABI Inc. 6221 781 781 749
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Optare Holding Ltd. dog |ttt 432 432 529

TOTAL: 1,855 2,132 2,132 2,212

- Beginning End of Share
Name Position of mandate mandate ownership
Martin Adams Chairman of the BoD April 27, 2004  Aprit 30, 2005 0
G.K van der Member of the BoD, Chairman of the
: Remuneration and Nomination April 27, 2004 April 30, 2005 0
Mandele . .
Committee
Andrds Réacz Member of the BoD, NABI Rt. CEQO April 29, 2003 April 30, 2005 11,500
Independent director
Tamas Felsen Chairman of the Budget&Audit April 29, 2003 Aprit 30, 2005 0
- Committee o
Mark Pejacsevich Independént director April 29, 2003 April 30, 2005 0
Russell Richardson  Member of the BoD April 29, 2003 April 30, 2005

Name _Position oien%;nnn(;:ge mEan:d::e owsnhear;iip
Charles A. Huebner Chairman S
LaszI$ Bldga Member April 29,2003 iMay1,2005 @ — O
Janos Kaiman Member o
Lajos Kenyeres Member, employee represehtative 0 :
Zoltan Szdke Member, employee representative : Aprit 29, 2003 {Jan 31, 2005 0

7. Other Items
7.1 Changes after the period

On January 10, 2005, NABI announced a workforce reduction of 168 in the first and second
guarter of 2005 at the Kaposvar factory.

Mr. Szdke's membership in the Supervisory Board terminated in line with his employment
contract as of January 31, 2005.

As a result of the significant restructuring charges in 2004, the equity of NABI Rt. declined to a
level below two-thirds of the registered capital. The Board of NABI Rt. will propose at the
forthcoming Annual General Meeting to reduce the registered capital in order to comply with
the capital requirements of the Hungarian Companies Act. The exact extent of capital
reduction will depend on the amount of book equity shown in the final, audited financial

- —statements prepared in accordance with Hungarian law.

7.2 Outstanding warrants and management options of NABI Rt.

Number of warrants / options Exercise price Deadline to exercise

330,258 (warrant) HUF 5,446 December 30, 2006
23,000 (m' option)  HUF 4,618 March 27, 2006
137,400 (m' option) HUF 3,812 March 22, 2007
20,000 (m' option)  HUF 3,890 April 15, 2007

A oA
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1,713,753 (warrant) ‘HUF '1",“087" ey December 30, 2006

7.2 News Releases of NABI Rt.

Date - Subject

January 12 2004 bus sales performance of NABI
January 10 Workforce Reduction at NABI Rt.'s Kaposvar factory
December 22 FTA denies extension of "Buy America" waivers

November 12 Restructuring of Operations

News releases were published on www.nabi.hu, www.bet.hu and in Magyar Tékepiac.
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Summary

Overview

For the nine months ended September 30, 2004, the NABI Group reported a net loss of US
$11.1 million. The gross margin in the current year nine months improved from the same
period last year commensurate with an increase in bus sales. At September 30, 2004, the
Group’s net current assets exceeded US$80 million.

Concurrent with the release of these results, NABI announced that, on November 11, 2004, its
Board of Directors approved measures to effect a comprehensive restructuring of its
operations. The Group has engaged the New York-based firm of Conway, Del Genio, Gries &
Co., LLC (CDG), in partnership with the U.K.-based Numerica LLP, to provide restructuring and
financial advisory services. The purpose of the restructuring program is to reduce costs,
improve financial and operating performance, increase competitiveness and repay debt.

Financial and Operational Results for Nine Months Ended September 30, 2004

Consolidated revenue for the nine months ended September 30, 2004 was US $275.5 million,
up from US $218.9 million in the same period last year. The change in revenue was primarily
attributable to (1) an increase in sales of buses, from 818 units to 879; (2) higher selling
values associated with increased volume of 60 foot articulated buses and CompoBuses; and
(3) strong aftermarket parts and service sales in the U.S. Despite a sluggish market and
below planned unit sales, Optare, the Group’s business in the U.K., increased its market share
in 2004, ,

The Group’s net loss of US $11.1 million in the first nine months of 2004 compares with a loss

~of US-$11.4 in the same period last year. The results in 2004 reflects (1) excess labor costs in

the U.S. operation; (2) accrual of an additional $1.3 million for warranty provisions related to
previous sales; (3) excess production costs at the Kaposvar facility; and (4) the adverse
impact of further weakening of the US dollar. The operating margin for Optare was adversely
affected by lower unit sales and a shortfall in parts and service revenue. During the first nine
months of 2004, the Group generated a gross profit of US $14.7 million, or 5.34% of sales, up
from US $11.2 million, or 5.11% of sales in the same period last year.

SG&A expenses in 2004 includes US$2.4 million of expenses associated with the restructuring
of the Group’s debt in April 2004 and related consulting fees. Also, the current year expense
includes fees related to the engagement of CDG, severance expenses and other one time
costs.

Although NABI has had some success in offsetting cost increases in Hungary associated with
changes in currency exchange rate movements, further depreciation of the US dollar against
the forint have negatively affected costs. Through the first nine months of 2004, the Group
realized gains on forward contracts in excess of budgeted amounts.

The Group is currently focused on reducing the overall cost structure of its operations. In
Qctober 2004, the Company announced a workforce reduction in Budapest that will decrease
headcount by 180 by April 2005. In the fourth quarter of 2004, the Group may be required to
make additional provisions.

During the past few months, following a number of changes in the Board of Directors and
senior management, the Group has focused on generating cash and stabilizing operations. In
conjunction with CDG and the comprehensive restructuring program, management will
continue to focus on measures in the near term to reduce costs, improve competitiveness,
increase cash and reduce the required level of working capital.
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During. the third quarter of 2004, the pilot and Altoona test buses for the new 60 foot BRT
articulated bus for Los Angeles were delivered on schedule. Production of this order will begin
in November 2004, with the first 30 units scheduled for delivery in the second quarter of 2005.
A total of 130 of these buses will be delivered to Los Angeles during 2005,

L i'O.n..‘S‘ébterhbet 30, 2004, the Group repaid US $8 million of debt, bringing its cumulative debt

reduction in 2004 to US $25 million. The Group ended the quarter with US $10.6 million of
cash and expects to increase its cash reserves in the fourth quarter of 2004, Net current
assets at the end of the third quarter exceeded $80 million.

In accordance with U.S, GAAP, the Group has reclassified its long-term debt as short-term for
purposes of this report because certain quarter-end covenants contained in its loan agreement
were not met. The Company’s banks are continuing to support NABI and discussions are
underway with the lenders to obtain waivers and develop new covenants based upon the
comprehensive restructuring program approved by the Board on November 11, 2004.

Comprehensive Restructuring Plan

In response to the decline in the Company’s financial and operating results in 2003 and 2004,
the Board initiated actions necessary to improve the competitive and financial performance of
the Group. These actions included the appointment in July 2004 of CDG. On November 11,
2004, the Board approved a strategy developed with CDG that will lead to a comprehensive
restructuring of operations over the next nine months so as to increased the Company’s
competitiveneass and reduce working capital and debt.

The current interim report contains information on the performance of the NABI Group (the
NABI Group is "NABI Rt.”, or the “Company”, and its 100 percent owned subsidiaries "NABI
Inc.”, and “Optare Holdings Ltd.”, or “"Optare”) during the third quarter of 2004.

The consolidated flash report is based on U.S. GAAP and contains data and statements
regarding the reporting period that are correct to the best knowledge of management. Every
substantive fact to date that may have a significant bearing on the position of the Group and
known to management has been included in this report. Forecasted future events can be
influenced by unforeseeable risks.

November 12, 2004

Andras Racz 1. Daniel Garrett
Chief Executive Officer Chief Financial Officer
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1. Sales and Order Backlog

1.1 Bus deliveries

During the first nine months of 2004 the NABI Group sold 879 buses compared to 818 vehicles

_ sold during the same period of 2003. Bus deliveries in the USA increased year-on-year due to

the fact that a significant portion of the technical problems, which restricted shipment of
60LFW buses in 2003, have been resolved. Revenue in the U.K. increased by US$13.7 million
compared to the same period last year, and unit sales have increased as well.

Vehicle sales revenue in the first nine months of 2004 was US$227.4 million (including
deferred revenue) aor 82.5 percent of total revenue in the period, compared to vehicle sales of
US$182.2 miilion achieved during the first nine months in 2003.

September BOJ September 30, September 30,

Market Bus type 200 2003 2002
USA 40/45-foot (heavy-duty) 400* 404%* 558
60-foot articulated (heavy-duty) 101 23 10

30-foot (medium duty) 1 40 10

USA MARKET TOTAL: 502* 467** 578
United Kingdom Single deck under 7.5t 67 92 122
Single deck over 7.5t 298 242 238

Double deck (over 7.5t) 2 9 28

UK MARKET TOTAL: 367 343 388
HU MARKET TOTAL: Single deck over 7.5t 10 8 4
GRAND TOTAL 879* 818** 970

*  Figure includes 58 units of CompoBus™ type vehicles
**  Figure includes 25 units of CompoBus™ type vehicles

1.2 Sales of aftermarket parts and services

US$47.6 million consolidated sales of aftermarket parts and services were achieved during the
current period of 2004, an increase of 31.9 percent on the US$36.1 million achieved in the
same period in 2003.

1.3 Bus order backiog

The consolidated bus order and option backlog of the Group at the end September 2004
contained 2,862 buses with a total value of approximately US$ 1,052 million. The current
number of firm orders is 669 for the US market with a value of approximately US$284 million.
The Group’s US option backlog is 1,971 buses. Due to the economic climate in the USA, the
Group has experienced delays in .the conversion of options into orders. Based upon
conversations with a number of customers, the management expects a number of options will
be exercised in 2005 and 2006. Consistent with its past practices, the Group will adjust its
near term operations and production plan based upon the level of firm orders.
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2. Unadited financial statements - in accordance with US GAAP

| Condensed Consolidated Balance Sheets as at September 30, 2004, 2003 and
1 2002 {(unaudited)

T

September 30, 04/ September 30, 03/
Figures in US$ thousands | S°Pemoer 3, September 30, 03 September 30, Soptember 30,02 September 30,
(%) (k)
Cash and cash equivalents 10,690 56.5% 18,928 178.1% 10,628
Receivables 49,014 98.0% 50,010 138.1% 36,207
Inventories 101,077 86.6% 116,725 135.8% 85,938
Deferred income taxes 7,973 162.5% 4,906 162.2% 3,024
Preﬁid expenses and others 5,391 82.7% 6,521 132.6% 4,917
Total current assets 174,145 88.4% 197,090 140.1% 140,714
Property and equipment, net 55,382 93.0% 59,529 l 98.8% 60,265
Goodwill 18,728 100.0% 18,728 100.0% 18,728
. Deferred_debt . issue cost . 7 2,132 1040.0% 205 71.2% 288
_Others .. 3,685  264.5% | 1,393 185.2% 752
Total-NON- Current assets - 79,927 100.1% 79,855 99.8% 80,033
Total assets 254,072 91.7% 276,945 125.5% 220,747
Short-term debt 105,751 118.8% 89,010 174.8% 50,909
Curr' portion of long term debt 0 n.a 12,180 542.0% 2,247
Accounts payable 64,401 126.0% 51,102 143.9% 35,501
Warranties 17,270 141.3% 12,218 139.7% 8,744
Accrued and other liabilities 4,931 91.8% 5,372 203.3% 2,643
Deferred income taxes 150 73.2% 205 n.a. 0
Total current liabilities 192,503 113.2% 170,087 170.0% 100,044
Long-term notes and capital 243 n.a. 30,004 88.1% 34,075
lease obligations, net of debt
discount
Other long term liabilities 1,667 93.6% 1,781 113.5% 1,569
Obligations under residual 3,046 100.0% 3,046 100.0% 3,046
value guarantees
Deferred revenue 3,154 68.3% 4,618 75.9% 6,083
Total non-current ||ab|I|t|es 8,110 20.6% 39,449 88.1% 44,773
Negative goodwill 0 n.a. 0 n.a. 0
Share capital 25,474 100.0% 25,474 100.0% 25,474
Additional paid in capital 28,027 109.4% 25,612 100.0% 25,612
Accumulated income / (loss) (450) -2.8% 16,027 63.9% 25,074
Accumulated other 409 137.9% 297 -128.9% (230)
comprehensive income
Total shareholders’ equity 53,460 79.3% 67,410 88.8% 75,930
Total liabilities and 254,072 91.7% 276,945 125.5% 220,747
shareholders’ equity

| Movements in'Consolidated Shareholder s Equity for the 9 months ended f
|

| September 30, 2004 (unaudited) -

s s hocaands_ s "l Mt o v
Share capital 25,474 0 0 0 25,474
Additional paid in capital 25,612 2,415 0 0 28,027
Retained earnings 10,678 0 (11,129) 0 (450)
Accum' Other Comprehensive Loss 546 0 0 (137) 409
SHAREHOLDERS' EQUITY 62,310 2,415 (11,129) (137) 53,460
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LG
+the nine_mo

Cgrjgg'njed Cons

-- — W~Figures_in.Uss.!housands,,;z;Egpt .

idated Statements of Income and Comprehensive Income for |

September 3b, 2003/

ended September 30;,72004,-2003-and 2002 -(unaudited) . .. ___.
September 30,2004/ }

September 30, .

_September 30, September 30; :
where otherwise indicated “o004 ~ September 30, 2‘:33 2003 September30, 22%2) 2002
Net sales 274,425 126.0% 217,832 87.1% 250,165
Deferred revenue 1,099 100.0% 1,099 100.0% 1,099
TOTAL REVENUE 275,524 125.8% 218931 87.1% 251,264
Cost of Sales (260,821) 125.5% (207,753) 92.1% (225,549)
GROSS PROFIT 14,703 131.5% 11,178 43.5% 25,715
Gross margin (%) 5.34 511 10.23
Seliing, General & (29,668) 122.8% (24,166) 115.2% (20,977)
Administrative Expenses
Accretion / {Amortization) of goodwil - na - n.a 72
OPERATING (LOSS)/INCOME {14,965} 115.2% {12,988) -270.0% 4,810
Qperating margin (%) (5.43) (5.93) 1.91
Other incomej(expense) net 6,141 186.6% 3,291 445.9% 738
Amortization of debt discount (811) 88.4% (917) 119.4% (768)
Amartization of deferred debt issue cost (420) 626.9% (67) 87.0% (77)
Interest income 67 148.9% 45 52.90/0 85

(3,529) 120.9% (2,919) 119.2%

Interest expense (2,448)
{LOSS)INCOME BEFORE INCOME (13,517) 99.7% | (13,555) -579.3% 2,340
TAX
Income tax (expensé)/ benefit 2,388 111.5% 2, 141 189.8% 1,128
NET (LOSS)/INCOME before (11,129) 97.5% (11,414) -329.1% 3,468
cumuiative effect of change in
accounting principle
Cumulative effect of change in - n.a - n.a. 1,255
accounting principle
NET (LOSS)INCOME (11,129) 97.5% (11.,414) -241.7% 4,723
NET INCOME margin (%) (4.04) | (5.21) 1.88
Currency translation (137) -47.9% | 286 52.9% 541
adjustrment (1oss) / gain .
COMPREHENSIVE (LOSS)INCOME (11,266) 101.2% (11,128) -211.4% 5,264
Number of shares in issue at period end 4,624,600 100.0% 4,624,600 100.0% 4,624,600
(HUF1,000 per share)
EARNINGS/({LOSS) PER SHARE IN {(2.41) 97.5% {2.47) -242.0% 1.02
Uss$
Weighted average number of shares 4,624,600 99.9% 4,628,165 99.4% 4,655,198
outstanding: diluted
FULLY DILUTED EARNINGS/(LOSS) (2.41) 97.6% 2.47 -244.2% 1.01
PER SHARE IN US$ (1)
HUFfUSS$ exchange rate as at the
closing day of the period 200,52 218,23 247,36
GBP / US$ exchange rate as at the 1.7994 1.6671 1.5614

closing day of the period

(1) the calculation of fully diluted earnings per share includes 0 and 43,000 and 238,400 options in the first nine
months of 2004, 2003 and 2002, respectively, for which the exercise prices were equal to or below the average
market price of NABI shares on the Budapest Stock Exchange during the period.
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FCondensed-Consolidated-Statements-of Income and Comprehensive _
| Income for the three month periods ended March 31, June 30 and
| September 30, 2004 (unaudited)

Figures in US$ thousands, except March 31, June 30, September 30,
where otherwise indicated 2004 : 2004 2004
Net sales 93,882 90,537 90,006
Deferred revenue 366 367 366
TOTAL REVENUE 94,248 90,904 90,372
Cost of Sales (87,299) (84,423) (88,289)
GROSS PROFIT 6,949 6,481 2,083
Gross margin (%) 7.37 7.13 2.30

Ce e Selling, General & Administrative

Expenses (9,750) (10,456) _(10,272)
OPERATING INCOME/(LOSS) (2,801) (3,975) (8,189)
Operating margin (%) (2.97) (4.37) (9.06)
Other income / (Expense) net 3,253 726 2,162
Amortization of debt discount (231) (231) (349)
Amortization of deferred debt

issuance cost (22) (169) (229)
Interest income 22 21 24
Interest expense (1,127) (1,104) (1,298
INCOME/{LOSS) BEFORE INCOME

TAX (906) (4,732) (7,879)
Income tax (expense} / benefit 36 1,021 1,331
NET INCOME/(LOSS) (870) (3,711) (6,548)
NET INCOME margin (%) (0.92) (4.08)

Currency translation

adjustment (loss) / gain (19) (100) (18)
COMPREHENSIVE INCOME/(LOSS} (889) (3,811) (6,566)
Number of shares in issue at period end 4,624,600 4,624,600 4,624,600
(HUF 1,000 per share)

EARNINGS PER SHARE IN US$ (0.19) (0.80) (1.42)
Weighted average number of shares:

diluted 4,624,600 4,624,600 4,624,600
FULLY DILUTED EARNINGS PER (0.19) (0.80) (1.42)

SHARE IN US$
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Condensed Consolidated Statements of Cash Flows for the nine months !

ended September 30, 2004, 2003 and 2002 (unaudited) |

September | September September
Figures in US$ thousands . 30, 2004 30, 2003 30, 2002

Net income (11,129) (11,414) 4,722

Adjustments to reconcile net income to net cash
rovided by {used in) operating activities:

Depreciation and amortization 6,757 5,922 4,961
Amortization of deferred revenue (1,099) (1,099) (1,099)
Accretion of negative goodwill 0 0 (72)
"~ Amortization of debt discount © - - - 811 917 768
Amortization of deferred debt issuance cost 420 67 77
Warranties 1,665 2,752 1,997
Deferred income tax provision (387) (26) (302)
Deferred debt issuance cost (2,369) 0 0]
Unrealized forward exchange (gain)/loss 1,382 (2,104) 0
Changes in assets and liabilities:
Accounts receivable, net 9,086 9,965 39,748
Inventories (2,666) (38,234) (21,211)
Prepaid expenses and others (326) 129 897
Accounts payable 21,415 (2,525) (24,509)
Accrued liabilities and others (6,563) (4,131) (1,956)
Increase in obligations under residual value guarantees 0 ) 0 0
Increase in deferred revenue 0 0 0
Other assets / (liabilities) 5 (27) (22)
Net cash provided by / (used in) operating activities 17,004 (39,809) 4,001

Cash-flows from investing activities:

Purchase of property and equipment (3,799) (4,197) (14,963)
Purchase of business, net of cash 0 0 0
Net cash used in investing activities (3,799) | (4,197) (14,963)

Cash flows from financing activities:

Proceeds from issuance of share capital 2,415 0 0
Purchase and sale of treasury shares - 0 0
Short-term loans (2,783) 28,405 17,433
Long term loan ‘ (23,073) 4,490 1,628
Net cash Provided by / (used in) financing activities (23,441) 32,895 19,061
Effect of foreign exchange rates on cash (137) 286 541
Net increase / (Decrease) in cash and cash equivalents (10,373) (10,825) 8,640
Cash & cash equivalents, beginning of period 21,063 29,753 1,988

Cash & cash equivalents, end of period 10,690 18,928 10,628
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3. Basis of Presentation of the Financial Statements and Summary of Significant
Accounting Policies

3.1 Basis of presentation

NABI Rt. maintains its accounting records in accordance with the Hungarian Law on
Accounting. The accompanying condensed consolidated financial statements, which are un-
audited, include adjustments and reclassifications to present the Group’s consclidated financial
information in accordance with accounting principles generally accepted in the United States of
America ("US GAAP").

3.2 Principles of Consolidation

The condensed consolidated financial statements include the accounts of NABI Rt., its wholly
owned subsidiary NABI Inc. and the wholly owned subsidiary of NABI Inc., Optare Holdings
Ltd. All significant inter-company accounts and transactions have been eliminated.

3.3 Currency Translation
The Group’s reporting currency is the United States Dollar ("US$").

NABI Rt. and NABI Inc.’s functional currency is the US$. NABI Rt. maintains its books in
Hungarian Forint which are remeasured into US$ as follows: non-monetary assets and
liabilities, principally inventories, prepaid expenses, property and equipment and share capital,
and any revenue and expenses related to these items, have been remeasured into US$ using
historical exchange rates. Monetary assets and liabilities have been remeasured using the
period-end exchange rates. The related exchange gains and losses have been recognized in
the consolidated statements of income.

Optare’s functional currency is the British Pound ("GBP”). The assets and liabilities of Optare
are translated into US$ at period-end exchange rates and the results of Optare’s operations
are translated at the weighted average exchange rates for the year. Foreign currency
translation gains or losses arising are recorded as a component of other comprehensive
- income/(loss) in the accompanying consolidated statements of income and comprehensive
-income. Cumulative foreign currency translation gains or losses are recorded as a separate

component of shareholder’s equity in the consolidated balance sheet. :

3.4 Change in Accounting Principles: Goodwill

With effect from January 1, 2002, in accordance with SFAS 142, “Goodwill and Other Intangible Assets”, the
Group has ceased to amortize goodwill and has written off negative goodwill.

4. Financial Review

N

SN

T vt S g iy S5

-Companies under consolidation -

Name Capital Ownership Voting Category
North American Bus ndustries Inc. US$ 41.0 million 100% 100% Fully owned
‘Optare Holdings L:td. . - . GBP 4.24 million 100% ] 100% Fully owned

;Slgmﬂcant off-balance-sheet liabilities (US$ thousands) o o |

Amount of Commltment Expiration Per period
Total amounts Less than 1

Description Committed year 1-3 years 3-5 years After 5 years
Performance bonds 24,251 24,240 11 - -
Royalty 1,700 650 1,050 -

it mmremitmante 25,951 24,890 1,061 . .
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‘USGAAPdisclosures .. . .
item Yes /No
Extraordinary items affecting the financial statements No
Changes in accounting principles during period No
Seasonal earnings expenses No
Material changes in the estimation of income tax No
Disposal of any significant segment of business ‘ No
Additional contingent liability No

Significant change in the overall financial position of the Company No

4.1Total Revenue

Net sales of buses and spare parts were US$274.4 million (including US$ 0.5 million other
sales) during the first nine months of 2004, a 26.0 percent increase over the comparable
period in 2003. The reasons behind this increased performance are detailed in section 1.1 of
this report.

Vehicle sales amounted to US$226.3 million (excluding deferred revenue) of which US$173.4
million was derived from the United States market, US$51.3 million from the UK market, and
US$1.6 from the Hungarian market. The year-on-year 24,9% increase is primarily due to the
sale of higher priced models and the higher sales volume.

Spare parts and aftermarket service revenues were US$47.6 million during the first nine
months of 2004, a 31.9 percent increase over the comparable period in 2003.

Total revenue in 2004 and 2003 includes deferred revenue related to deliveries of 30LFN buses
in 2001 on which revenue is being recognized over several years. Deferred revenue recognized
during the nine months ended September 30, 2004 and 2003 was US$1.1 million for both
periods. '

4.2 Cost of Sales and Gross Profit

Cost of sales for the nine months ended September 30, 2004 increased 25,5 percent to
US$260.8 million from US$207.8 million for the same period of 2003.

Primary reasons for the increase refate to the higher sales volume, increased labor costs in the
US and Kaposvér, and the depreciation of the US dollar. Cost of sales includes additional
campaign warranty provisions of US$1,3 million and extended warranty provisions of US$0.9
which were established in the current reporting period.

Gross profit for the nine months ended September 30, 2004 was US$14.7 million, resulting in
an increase of 31.5 percent or approximately US$3.5 million compared to the gross profit of
US$11.2 million in the same period of 2003.

4.3 Operating Income

SGA expenses for the nine months ended September 30, 2004 increased by U$5.5 million to
US$29.7 million compared to the same period in 2003, an increase of 22.8 percent. This
increase is mainly attributable to (i) debt restructuring and consulting expenses (ii) the
negative impact of the depreciation of the USD against the HUF and the GBP (iii) research and
development expenses of 60’ BRT.

The Group recorded an operating loss of US$15.0 million in the first nine months in 2004
compared to a loss of US$13.0 million during the same period of 2003. The higher operating
loss is attributable to the increase in SGA expensas explained above.
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4.4 Amortization of deferred debt issuance cost and debt discount

Amortization of debt issue cost increased by US$353,000 due to the fact that part of the
restructuring related costs have been capitalized as described in earlier flash reports and the
2003 annual report. Amortization of debt discount decreased by US$106,000 reflecting the
extended term of the related debt and the change in the repayment schedule.

4.5 Other Income (Expense), Net

Other income was US$6.1 million for the first nine months of 2004, as compared with US$3.3
million for the same period in 2003, primarily due to (i) the effect on monetary assets and
liabitities - especially on inventories - denominated in HUF of the weakening of the USD
against the HUF and (ii) the recognition of US$3.7 million realized and unrealized gains on
forward currency contracts. The volume of open forward contracts decreased significantly in
the first nine months of 2004 due to the change in the margin account requirements.

4.6 Earnings Before Interest, Tax, Depreciation and Amortization

Consolidated EBITDA for the Group was US$-2.1 million for the nine months ended September
30, 2004 compared with negative US$3.8 million in the same period in 2003. As defined by
the Group, the amortization includes - among others - the amortization/accretion of goodwill,
deferred debt issuance cost amortization or debt discount amortization.

4.7 Loss Before Income Tax

The loss before income tax of US$13.5 million was essentially the same for the nine months
ended September 30, 2004 as for the comparable period in 2003 (US$13.6 million).

4.8 Net Income

The Group reported a net loss of US$11.1 million for the first nine months ended September
30, 2004 compared to a net loss of US$11.4 million in the same period of 2003.

4.9 Changes in Balance Sheets Items

4.9.1 Cash and cash equivalents

Cash and cash equivalents decreased by US$8.2 million to US$10.7 million compared to the
first nine months of 2003 partly attributable to change in the working capital, net loss and
scheduled mandatory prepayments of debt during the reporting period.

4.9.2 Receivables

Receivables decreased 2.0 percent to US$49.0 million as of September 30, 2004 compared to
US$50.0 million as of September 30, 2003.

4.9.3 Inventories

Inventories decreased by US$15.6 million, or 13.4 percent from September 30, 2003 to
- Septémiber 30, 2004 because of the increase in the volume of sales during the first nine
months of 2004, and tighter inventory management by all entities of the Group.

4.9.4 Deferred income taxes

Deferred income taxes increased by US$$3.1 million to US$8.0 million from US$4.9 million.

4.9.5 Prepaid expenses

Prepayments and other assets amounted to US$5.4 million as of September 30, 2004, a
decrease of 17.3 percent compared to September 30, 2003.
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4.9.6 Property and equipment, net

Property and equipment amounted to US$55.4 million as of September 30, 2004, a decrease
of 7.0 percent compared to September 30, 2003. The decrease is primarily due to the
recognition of depreciation expense in an amount greater than new capital expenditures
during the period.

4.9.7 Deferred debt issue cost

Deferred debt issue cost was US$2.1 million as of September 30, 2004, US$1.9 million more
than as of September 30, 2003. The increase is due to the fact that the Group has capitalized
costs of US$2.4 million related to the restructuring of its finances.

4.9.8 Other non-current assets

Other non-current assets amounted to US$3.7 million at the end of the period compared to
US$1.4 million as of September 30, 2003, mainly attributabie to a change in deferred tax
assets due to the loss before income taxes realized during the current period and fiscal year
2003.

4.9.9 Short-term debt

Short-term debt was US$105.8 million as of September 30, 2004, an increase of US$88.8
million compared to the balance of short-term debt as of September 30, 2003. On April 21,
2004, the Group entered into a Restructuring Facility Agreement and an Amended and
Restated Note and Warrant Purchase Agreement as part of restructuring its financing. Optare
also signed a Facility Agreement with its bank on May 21, 2004. The details of these
agreements have been described in reports published earlier this year. NABI paid back
US$12.0 million to the financiers in February 2004, US$ 2.0 million in June 2004, and US$8.0
million in September 2004. As of September 30, 2004, the Group did not meet certain
quarterly covenant tests set forth in the above agreements. Discussions are underway with
the lenders to obtain waivers and develop new covenants based upon the comprehensive
restructuring program approved by the Board on November 11, 2004. In accordance with US
GAAP the Company has reclassified its short term debt as long term.

4.9.10 Current portion of long term debt

Current portion of long-term debt decreased to US$0.0 million as of September 30, 2004
compared to US$12.2 million as of September 30, 2003. The decrease is attributable to the
fact that all long-term debt has been classified as short-term due to the reasons outlined in
the previous section.

4.9.11 Accounts payable

Accounts payable increased by 26.0 percent since September 30, 2003, from US$51.1 million
to US$64.4 million. The increase is mainly attributable to (i) the composition of the accounts
payable and receivable (set off) and (ii) the increased volume of trade accounts payable.

4.9.12 Warranty provisions

Warranty provisions increased by 41.3 percent to US$17.3 million as of September 30, 2004

.compared to US$12.2 million as of September 30, 2003; primarily due to (i) increased number
of buses sold, (ii) additional warranty reserves made to cover warranty repair campaigns on
certain buses sold in earlier years; and (ii) increased purchases of extended warranties in the
USA as described earlier in Section 4.2.
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4.9.13 Accrued and other liabilities

Accrued and other liabilities were US$4.9 million at the and of the third quarter of 2004, a
decrease of US$0.4 million compared to the same period of 2003 primarily due to a decrease
in accrued federal income tax.

4.9.14 Long-term notes and capital lease obligations

Long-term notes and capital lease obligations amounted to US$0.2 million as of September
30, 2004 compared to US$30.0 million as of September 30, 2003. The decrease is attributable
to the fact that all long-term debt has been classified as short-term due to the reasons
outlined in Section 4.9.9.

4.9.15 Other long-term liabilities
Other long-term liabilities were US$0.1 million lower as of September 30, 2004 compared to
the same period of 2003, which is attributable to a deferred tax item.

4.9.16 Obligations under residual value guarantees

Obligations under residual value guarantees remained at US$3 million as of September 30,
2004, the same as a year earlier. These relate to 76 buses sold with an option for the
customer, subject to certain conditions, to oblige the Group to repurchase the buses, which
have been accounted for as an operating lease.

4.9.17 Deferred revenue

Deferred revenue decreased by US$1.5 million reflecting the recognition of the same amount,
which is amortized under deferred revenue in the income statement.

--4.9.18 __ Accumulated loss

“Accurnulated Toss was US$0.4 million as of September 30, 2004, a change of US$16.5 million

compared. to the accumulated income as of September 30, 2003. The change reflects the net

--loss generated by the Group...

I '"'5:"5h*a'f'e‘h‘old‘e‘r“‘structU'l;e" S

i’Sharehold‘er Struct@re' a

Sept 30, 2004 Sept 30, 2003 Sept 30, 2002

Type % S!'\ares % Spares % S‘hares

(*000) {(*000) (*000)
Domestic institutions 14.33% 662.9 | 18.56% 858.4 12.84% 593.7
Foreign institutions 56.51% 2613.2 | 57.12% 2,641.7 56.62% 2,618.5
Institutional investors total 70.84% 3,276.1 | 75.68% 3.500.1 £9.46% 3212.2
Domestic depositaries, brokers 26.00% 1,203.7 | 20.06% 927.8 28.32% 1,309.8
Foreign depositaries, brokers 2.88% 133.2 4.02% 185.6 1.94% 89.7
Depositaries total 28.88% 1,336.9 | 24.08% 1.113.5 30.26% 89.7
Employees 0.25% 1.5 0.24% 11.0 0.28% 12.9
Treasury shares 0.00% 0 0.00% 0 0.00% 0
TOTAL: 100.00% 4,624.6 | 100.00% 4,624.6 100.00% 4,624.6

Notes: - Vioting percentages are the same as ownership ratios
- No shares of the company are in state ownership or held by international development institutions
- All issued shares are listed on the stock exchange
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| Shareholders owning mofg than three percent of all outstanding shares f

Name Origin Category Quantity Ow:aili'zhlp Note
The First Hungary Fund  Foreign Venture capital fund 2,500,000 54.06% Financial inv’
Citibank Domestic Depaositary 394,967 - 8.54% Depositary
Generali Gold Inv' Fund  Domestic Open-end investm't fund 150,924 3.26% Financial inv’
Concorde Securities Domestic Broker 145,316 3.14% Clients' a/c
Erste Securities Domestic  Broker 140,630 3.04% Clients' a/c
6. The Group’s Structure and Operation
I
- . i
i i : - ‘
. Sept 30, 2004 | January 1, 2004 Sept 30, 2003 . Sept 30, 2002
NABI Rt. 838 ‘ 919 968 866
NABI Inc. 655 781 748 T 693
Optare Holding Ltd. 485 432 516 523
TOTAL: 1,978 2132 2,232 2,082
| Members of the Board of Directors - - e o [
. Beginning End of Share
Name ) Position of mandate mandate ownership
Martin Adams Chairman of the BoD April 27, 2004  April 30, 2005 0
G.K van der Chairman of the Remuneration . .
Mandele Committee April 27, 2004 April 30, 2005 0
Andras Récz Member of the BoD Apri} 29, 2003 April 30, 2005 11,500
. Independent director . )
Tamas Felsen Chairman of the Audit Committee April 29, 2003 April 30, 2005 0
Mark Pejacsevich Independent director April 29, 2003 April 30, 2005 0
Russell Richardson  Member of the BoD April 29, 2003 Aprit 30, 2005 0
"Members of the Supervisory. Board .~ - )
‘ . Begirining End of Share
Name Position of mandate mandate ownership
Charles A. Huebner Chairmgn ¢+ & o
LdszI6 Bldga Member 0
Janos Kalman Member April 29, 2003 May 1, 2005 0
Lajos Kenyeres Member, employee representative . 0 -
Zoltan Szbke Member, employee representative 0

7. Other Items
7.1 Changes after the period-end

On October 7, 2004, NABI announced that a workforce reduction in Budapest, of 180
employees, would take effect in the first and second quarters of 2005,

On November 12, 2004, NABI made an announcement concerning the implementation of a
restructuring strategy. The Board has requested that certain of its members work closely with
NABI's management and advisers. to co-ordinate and ensure the effective implementation of
the strategy. In line with common international market practice, these Directors are expected
to be compensated accordingly.
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7.2 Outstanding warrants and management options of NABI Rt.
Number of warrants / options Exercise price Deadline to exercise
330,258 (warrant) HUF 5,446 December 30, 2006
23,000 (m' option) HUF 4,618 March 27, 2006
137,400 (m' option) HUF 3,812 March 22, 2007
20,000 (m' option) HUF 3,890 April 15, 2007
1,713,753 (warrant) HUF 1,087 December 30, 2006
7.3 News Releases of NABI Rt.
Date Subject
September 12 Resturcturing of operations
October 19 New NABI products in 2004
October 12 NABI statement: there is no new warranty liability
October 11 FHF to commence winding up on January 1, 2005
October 11 Q3.2004 bus sales performance of NABI o
QOctober 7 Workforce Reduction at NABI Rt. Budapest

News releases were published on www.nabi.hu, www.bet.hu and in Magyar T6kepiac.
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Summary

For the six months ended June 30, 2004, the NABI Group reported a net loss of US $4.6 million, which
represented an improvement from a net loss of US $10.0 million reported in the same period last year.
The current period results include US $1.9 million of financing fees and legal expenses associated with
the restructuring of the Group’s debt agreements which was concluded on April 23, 2004, and US $1.2
million of consulting expenses related to an efficdency improvement project that began in Q4 of 2003.
These debt restructuring related costs are reflected in the current period financial statements and are the
principle reason for the increase in SGRA expenses compared with the first half of last year. The 2004
first half results also include the recognition of US $3.9 million of income aSSOC|ated with realized and
unrealized gains related to forward currency contracts.

Consolidated revenue for the first half of 2004 increased by 25.5%, to US $185.2 million from US $147.4
miliion in the same period last year, primarily because of an increase in U.S. unit sales and higher
average selling prices associated with more sales of 60 foot articulated buses and CompoBus®. Total bus
shipments in the first half of 2004 rose slightly, to 586 units from 571 units in 2003. Bus deliveries in the
Group’s U.S. operations increased by 12.3% to 346 units from 308 units last year, while unit sales in the
U.K. declined 10% in the first half of 2004 compared with the same period of 2003. During the second
quarter of 2004, the Group began delivery of the CompoBus order to Los Angeles and Optare increased
deliveries of its Stagecoach vehicles in the face of declining market conditions in the U.K. Subsequent to
the end of the first half, the Group announced that the transit authorities for Los Angeles and Miami had
exercised options for 75 and 70, respectively, 40 foot steel buses for delivery in 2005.

The consolidated gross margin for the first half of 2004 improved to $13.4 million from $9.7 million last
year as management continued its focus on cost reduction initiatives. Following similar measures
enacted in the Budapest and U.K. operations in the fourth quarter of 2003, the Group’s U.S. operations
implemented a work force reduction during the first half of 2004 to improve costs and productivity. The
Group’s ability to reduce headcount and to improve margins was enhanced by the recent resolution of a
number of difficult contract issues which impacted financial and operating performance in 2003. The
Group’s margins continued to be adversely impacted by a weak U.S. dolfar, and improving productivity,
efficiency and profitability at each of the Group’s operations continue to be key objectives of
management.

Interest expense in the first half of 2004 was US $400 thousand higher than in the same period last
year, reflecting an additional US $20 million of debt outstanding during the first half of 2004 and higher
interest rates associated with the recent debt refinancing. The increased debt was primarily related to
increased levels of inventory and accounts receivable during the current period.

On April 23, 2004, the Group concluded restructuring of its debt agreements with its existing financiers.
Pursuant to the new debt agreements, US $101.7 million of the Group’s debt was reclassified from short-
term to long-term debt, effective with the Group’s financial statements for the second quarter of 2004.
In accordance with Generally Accepted Accounting Principles ("GAAP"), certain restructuring costs were
capitalized in the first half of 2004 and are being amortized on a monthly basis throughout the remaining
life of the debt agreements.

The Group repaid US $14 million of debt in the first half of 2004 and is obligated to make additional debt
repayments of US $8 million in September, 2004. The Group is obligated to repay (i) $6 million of debt
in 2005; (ii) $3 million on June 30 2006; (iii) with the remaining debt becoming due on December 30,
2006.

The current interim report contains information on the performance of the NABI Group (the NABI Group
is "NABI RL.” or the "Company” and its 100 percent owned subsidiaries “NABI Inc.” and “Optare Holdings
Ltd.” or “Optare”) during the second quarter of 2004.

This consolidated flash report - based on US GAAP - contains data and statements regarding the
reporting period. that are correct to best knowledge of management. Every substantive fact to date that
may-have--a- significant bearing on the position of the Group and known to management has been

included-in this-report:- Forecasted future events.can be influenced by unforeseeable risks.
August 10, 2004

Andras Racz J. Daniel Garrett
Fhinf Evacitiva Offirer Chiaf Financial Officrar



1. Sales and Order Backiog
1.1 Bus deliveries

During the first half of 2004 the NABI Group sold 586 buses compared to 571 vehicles sold
during the same period of 2003. Bus deliveries in the USA increased year-on-year due to the
fact that a significant portion of the technical problems have been resolved regarding the
60LFW buses. Although revenue in the U.K. increased by US$2.6 million compared to the
same period last year, unit sales in the UK declined primarily as a result of weakness in the
overall coach market.

Vehicle sales revenue in the first half of 2004 was US$155.2 million (including deferred
revenue), or 83.8 percent of total revenue compared to US 122.9 million achieved during the
first half in 2003.

2004 2003 2002
Market Bus type June 30 June 30  June 30
USA 35/40-foat (heavy-duty) 272* 295%* 415
60-foot articulated (heavy-duty) 73 1 Q
30-foot (medium duty) 1 12 10
USA MARKET TOTAL: 346* 308%* 425
United Kingdom Single deck under 7.5t 43 66 79
Single deck over 7.5t 191 185 171
T Double deck (over 7.5t) 1 9 17
UK MARKET TOTAL: 235 260 267
B HU MARKET TOTAL: Single deck over 7.5t 5 3 0
T - GRAND TOTAL | 586%* 571%* 692

*_V_""{ ~ Figure includes 33 units of CompoBus™: type-vehicles
¥ FiguréTincludes 8 units of CompoBus™ type vehicles

1.2 Sales of aftermarket parts and services

US$29.6 million consolidated sales of aftermarket parts and services were achieved during the
current period of 2004, an increase of 19.4 percent on the US$24.8 million achieved in the
same period in 2003,

1.3 Bus order backlog

The consolidated bus order-and-option-backlog of the Group at the end June 2004 contained
3,021 buses for delivery before the end of 2006 with a total value of approximately US$ 1,088
million. The current number of firm orders is 706 for the US market with a value of
approximately US$297 million. The Group’s US option backlog is 2,116 buses. Due to the
recent economic climate in the USA, the Group is experiencing delays in the conversion of
options into orders. Accordingly, consistent with its past practices, the Group may adjust its
near term operations and production plan based upon the level of firm orders.
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2. Unadited financial statements - in accordance with US GAAP

| Condensed Consolidated Balance Sheets as at June 30, 2004, 2003 and 2002 (unaudited) |

. . June 30, 04/ June 30, June 30, 03/ June 30,
Figures in US$ thousands | June30,2004 ;30 05 5 2003 June30,02(%) 2002
Cash and cash equivalents 15,306 94.6% | 16,173 247.2% 6,542
Receivables 46,689 162.7% 28,701 82.8% 34,679
Inventories ‘ 108,609 95.9% 113,232 158.8% 71,295
" Deferred income taxes 7,973 158.7% 5,024 100.0% 1,560
Prepaid expenses and others 4,473 113.8% 3,931 82.2% 4,781
Total current assets 183,050 109.6% 167,061 140.6% 118,857
— " Proparty ahd equipment; net — |- - 56,881 - 94.0% 60,489 111.8% 54,085
© Goodwill T T T 18728 100:0%{ - 18,728 100.0% 18,728
Deferred debt issue cost 2,250 - 986.8% | 228 71.7% 318
“QOthers " - Co i 3,700 224.2% 1,650 1178.6% 140
" Total NON-Current assets i 81,559 100.6% 81,095 110.7% 73,275
Total assets 264,609 106.6% 248,156 129.2% 192,132
Notes payable 4,836 ) 7.7% 62,593 283.8% 22,052
Curr' portion of long term debt 9,956 85.2% 11,680 .100.0% 2,203
Accounts payable 58,759 141.5% 41,514 113.3% 36,651
Warranties 15,405 126.1% 12,214 171.7% 7,115
Accrued and other liabilities 7,505 66.7% 11,253 268.6% 4,189
Deferred income taxes 465 0.0% 54 n.a. 0
Total current liabilities 96,926 69.6% 139,308 192.9% 72,210
Long term notes and capital
lease obligations, net of debt 99,419 326.5% 30,452 91.9% 33,127
discount
Other long term liabilities 1,674 100.0% 1,634 n.a. 0
Obligations under residual ' o
value guarantees 3,046 100.0% 3,046 100,0% 3,046
Deferred revenue 3,520 70.6% 4,984 72,1% 6,915
Total non-current liabilities 107,659 268.4% 40,116 93.1% 43,088
Negative goodwill ' 0 n.a. 0 n.a. 0
Share capital 25,474 100.0% 25,474 100.0% 25,474
Additionai paid in capital 28,027 109.4% 25,612 100.0% 25,612
Accumulated income 6,096 34.9% 17,476 67.0% 26,101
Accumulated other
comprehensive income 427 250.4% 171 (48.3%) (353)
Total shareholders’ equity 60,024 87.3% 68,733 89.5% 76,834
Total liabilities and o o
shareholders’ equity 264,609 106.6% 248,156 129.2% 192,132

Movements in Consolidated Shareholder's Equity for the 6 months ended June 30, 2004 (unaudited)

Issuance of Netincomel{loss)  Foreign currency

Figures in US$ thousands December 31, 2003 June 30, 2004

warrants for the period  translation adjustment
Share capital . 25,474 0 0 0 25474
Additional paid in capital 25,612 2,415 0 0 28,027
Retained earnings 10,677 0 (4,581) 0 6,096
Accum' Other Comprehensive Loss 546 0 0 (119) 427

SHAREHOLDERS' EQUITY 62,309 2,415 (4,581) (119) 60,024
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Condensed Consolidated Statements of Income and Comprehensive Income for
the six months ended June 30, 2004, 2003 and 2002 (unaudited)

Figures in US$ thousands, except June 30, 2004/ June 30, 2003/
where otherwise indicated June 30,2004 500 30,2003 a) | JEPEI0 2003 g 50 002 (%) 0N 30,2002
Net sales 184,419 125.7% 146,708 81.9% 179,240
Deferred revenue 733 100.0% 733 n.a. 733
TOTAL REVENUE 185,152 125.6% 147,441 81.9% 179,973
T Cost of Sales : (171,722) 124.6% (137,789) 86.9% (158,550)
GROSS PROFIT ' 13,430 139.1% | 9,652 45.1% 21,423
i Gross margin (%) 7.25 6.55 11.90
Selling, General &
— . Administrative Expenses ) (%0,206) 124.1% (16,278) 121.5% (13,393)
Accretion / {Amortization) of goodwill - ' nal - 0.0% 72
T 7 TTOPERATING (LOSS)INCOME - - |+ (6,776) 2.3% | (6,626) (81.8%) 8,102
Operating margin (%) (3.66) (4.49) 4.50
Other incomel/(expense) net 3,979 293.7% (2,054) (593.6%) 346
Amortization of debt discount (462) 75.5% (612) 118.4% (517)
Amortization of deferred debt issue-cost (191) : 434.1% (44) 0.0% (47)
interest income 43 179.2% 24 48.0% 50
Interest expense (2,231) 121.8% (1,832) 114.2% (1,604)
{LOSSHINCOME BEFORE INCOME (5,638) (49.4%) |  (11,144) (176.1%) 6,330
Income tax (expense)/ benefit 1,057 10.3% 1,178 (203.5%) (579)
NET (LOSS)/INCOME before
cumulative effect of change in {4,581) (54.0%) (9,966) (173.3%) 5,751
accounting principle
Cumulative effect of change in ) _ n : .
accounting principle n.a. a.
NET (LOSS)/INCOME {4,581) (54.0%) (9.966) (173.3%) 5,751
NET INCOME margin (%) (2.47) (6.76) 3.20
Currency translation
adjustment ioss) | gain (119) (74.4%) 160 38.4% 417
COMPREHENSIVE (LOSS)/INCOME (4,700) (52.1%) (9,806) (159.0%) 6,168
Number of shares in issue at period end
{HUF1,000 per sh) 4,624,600 100.0% 4,624,600 100.0% 4,624,600
g NGSILOSS) PER SHARE N (0.99) (54.0%) (2.15) (173.8%) 1.24
Weighted average number of shares
outstanding: diluted 4,624,600 99.9% 4,630,668 95.2% 4,863,000
FULLY OILUTED EARNINGS/(LOSS)
PER SHARE INUS$ (1) (0.99) (54.0%) 2,15 (182.4%) i.18
HUF/US$ exchange rate as at the
closing day of the period 208.76 232.98 287.39
GBP / US$ exchange rate as at the 1.8074 1.6503 1.4875

closing day of the period

(1) the calculation of fully diluted earnings per share includes 0 and 43,000 and 238,400 options in the first half of
2004, 2003 and 2002, respectively, for which the exercise prices were equal to or below the average market price
of NABI shares on the Budapest Stock Exchange during the period.
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Condensed Consolidated Statements of Income and "

Comprehensive Income for the three month periods ended ;
i March 31 and June 30, 2004 (unaudited) |

STV R |

Figures in US$ thousands, except March 31, June 30,
where otherwise indicated 2004 2004
Net sales 93,882 90,537
Deferred revenue 366 367
TOTAL REVENUE 94,248 90,904
Cost of Sales (87,299) (84,423)
GROSS PROFIT 6,949 6.481
Gross margin (%) 7.37 7.13
Selling, General & Administrative

Expenses (9,750} (10,456)
OPERATING INCOME/(LOSS) (2,801) (3,975)
Operating margin (%) (2.97) (4.37)
Other income / (Expense) net 3,253 726
Amortization of debt discount (231) (231)
Amortization of deferred debt

issuance cost (22) (169)
Interest income 22 21
interest expense (1,127) {1,104)
INCOME/{LOSS) BEFORE INCOME

TAX (9086) (4,732)
Income tax (expense) / benefit 36 1,021
NET INCOME/(LOSS) (870) (3,711)
NET INCOME margin (%) (0.92) (4.08)
Currency translation

adjustment (foss) / gain (19) (100}
COMPREHENSIVE INCOME/(LOSS) {889) (3,811)
Number of shares in issue at period end 4,624,600 4,624,600
{HUF 1,000 per share})

EARNINGS PER SHARE IN US$ (0.19) (0.80)
Weighted average number of shares:

diluted 4,624,600 4,624,600
FULLY DILUTED EARNINGS PER (0.19) (0.80)

SHARE IN US$
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}Condensed Consolidated Statements of Cash Flows for the six months
ended on June 30, 2004, 2003 and 2002 (unaudited) n
June 30,/ June 30, June 30,
Figures in US$ thousands 2004 2003 2002
Net income (4,581) (9,966) 5,750
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 4,506 3,525 3,197
Amortization of deferred revenue (733) (733) (733)
Accretion of negative goodwill - - (72)
Amortization of debt discount 462 612 517
Amortization of deferred debt issuance cost i91 44 47
“Warranties (200) 2,748 833
Deferred income tax provision (79) (702) 205
Deferred debt issuance cost (2,258) - -
Unrealized forward exchange (gain)/loss 1,819 3,721 -
"7 ""Changes in assets and liabilities:
Accounts receivable, net 11,411 31,274 41,276
Inventories (10,198) (34,741) (6,568)
Prepaid expenses and others 155 (3,106) 1,033
Accounts payable 15,773 (12,113)  (23,358)
Accrued liabilities and others (3,989) 1,750 (409)
Increase in obligations under residua! value guarantees - - -
Increase in deferred revenue - - -
Other assets / (liabilities) 4 (24) (22)
Net cash provided by / (used in) operating activities 12,283 (17,711) 21,697
Cash-flows from investing activities:
Purchase of property and equipment (3,047) (2,760) (7,023)
Purchase of business, net of cash - - -
Net cash used in investing activities (3,047) (2,760) (7,023)
Cash flows from financing activities:

- ... Proceeds_from issuance of share capital 2,415 - -
Purchase and sale of treasury shares - - -
Short-term loans (1,047) 1,988 (11,467)
Long term loan (16,242 4,743 932

Net cash Provided by / (used in) financing activities (14,874) 6,731 (10,535)
Effect of foreign exchange rates on cash (119) 160 417
Net increase / (Decrease) in cash and cash equivalents (5,757) (13,580) 4,556
Cash & cash equivalents, beginning of period 21,063 29,753 1,988

_.Cash & cash equivalents, end of period 15,308 16,173 6,542




NABI Rt. (Machinery) INTERIM REPORT
Ujszasz utca 45, Budapest 1165 Hungary . H1 2004
Tel:+36.1.401.7100, Fax:+36.1.407.2931, E-mail: corporate.office@nabi.hu

Contact person: Andrés Bodor Corporate Affairs Director

3. Basis of Presentation of the Financial Statements and Summary of Significant
Accounting Policies

3.1 Basis of presentation

NABI Rt. maintains its accounting records in accordance with the Hungarian Law on Accounting. The
accompanying condensed consolidated financial statements, which are un-audited, include adjustments and
reclassifications to present the Group's consolidated financial information in accordance with accounting
principles generally accepted in the United States of America (‘US GAAP").

3.2 Principles of Consolidation

The condensed consolidated financial statements include the accounts of NAB! Rt., its wholly owned
subsidiary NABI Inc. and the wholly owned subsidiary of NABI Inc., Optare Holdings Ltd. All significant inter-
company accounts and transactions have been eliminated.

3.3 Currency Translation
The Group's reporting currency is the United States Dollar (“US$").

NABI Rt. and NABI inc.'s functional currency is the US$. NABI Rt. maintains its books in Hungarian Forint
which are remeasured into US$ as follows: non-monetary assets and liabilities, principally inventories,
prepaid expenses, property and equipment and share capital, and any revenue and expenses related to
these items, have been remeasured into US$ using historical exchange rates. Monetary assets and
liabllities have been remeasured using the year-end exchange rates. The related exchange gains and losses
have been recognized in the consolidated statements of income.

~ Optare's functional currency is the British Pound (“GBP”). The assets and liabilities of Optare are translated

into US$ at year-end exchange rates and the results of Optare’s operations are translated at the weighted
average exchange rates for the year. Foreign currency translation gains or losses arising are recorded as a
component of other comprehensive income/(loss) in the accompanying consolidated statements of income

-and comprehensive income.. Cumulative foreign currency translation gains or losses are recorded as a

separate component of shareholder's equity in the consolidated balance sheet.

3.4 Change in Accounting Principles: Classification of Costs

With effect from January 1, 2002, NABI Rt. changed the accounting classification of certain general and
administrative expenses related to production, maintenance, product development and logistics functions to
be consistent with the classification applied by other group companies. The effect of this change relating to
prior years is presented separately under the “Cumulative effect of change in accounting policy” line and
amounted to US$ 1.3 million.

3.5 Change in Accounting Principles: Goodwill

With effect from January 1, 2002, in accordance with SFAS 142, “Goodwill and Other Intangible Assets”, the
Group has ceased to amortize goodwill and has written off negative goodwill.

4. Financial Review

| Companies under consolidation ~ ~ e - e

Name Capital Ownership Voting Category

North American Bus Industries Inc. US$ 41.0 million 100% 100% Fully owned
Optare Holdings Ltd. GBP 4.24 miliion 100% 100% Fully owned
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Slgmﬁcant off-balance-sheet Iiabrlltles (US$ thousands)
Amount of Commitment Expiration Per period

Description T%tz::rr;a::ts Les;et:ran 1 1-3 years 3-5 years After § years
Performance bonds 43,088 34,014 9,074 - -
-—- Royalty L. 1,850 625 1,225 - -
~_Total commitments 44,938 34,639 10,299 -
'USGAAPdisclosures © - .

Item B - Yes ! No

Extraordinary items affecting the financial statements No

Changes in accounting principles during period No

Seasonal earnings expenses No

Material changes in the estimation of income tax No

Disposal of any significant segment of business No

Additional contingent Iiabﬁ?& vvvvvvvvvvvvvvv No

Significant change in the overall financial position of the Company No

4.1Total Revenue

Net sales of buses and spare parts were US$185.2 million (including US$ 0.4 million other
sales) during the first half of 2004, a 25.6 percent increase over the comparable period in
2003. The reasons behind this increased performance are detailed in section 1.1 of this report.

Vehicle sales amounted to US$154.4 million (excluding deferred revenue) of which US$120.6
million were derived from the United States market, with US$33.0 million from the UK market
and with US$0.8 from the Hungarian market. The year-on-year 26.4% increase is primarily
due to the sale of higher priced models.

Spare parts and aftermarket service revenues were US$29.6 million during the first half of
2004, a 19.4 percent increase over the comparable period in 2003.

Total revenue in 2004 and 2003 includes deferred revenue related to deliveries of 30LFN buses
in 2001 on which revenue is being recognized over several years. Deferred revenue recoghized
during the half ended June 30, 2004 and 2003 was US$0.7 million for both periods.

4.2 Cost of Sales and Gross Profit

Cost of sales for the half ended June 30, 2004 increased 24.6 percent to US$171.7 million
from US$137.8 million for the same period of 2003.

Primary reasons for the increase relate to the higher sales volume and the depreciation of the
US dollar. Cost of sales includes an additional warranty provision of US$321,000 which was
established in the second quarter of 2004.

Gross profit for the half ended June 30, 2004 was US$13.4 million, resulting in an increase of
39.1 percent or approximately US$3.7 million compared to the gross profit of US$9.7 million
in the same period of 2003.

4.3 Operating Income

SGA expenses for the half ended June 30, 2004 increased by U$3.9 million to US$20.2 million
compared to the same period in 2003, an increase of 24.1 percent. This increase is mainly
attributable to (i) debt restructuring and consulting expenses (totaling $3,1 million) (ii) the
negative impact of the depreciation of the USD against the HUF and the GBP (iii) research and
development,expenses of 60’ BRT.
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The Group recorded an operating loss of US$6.8 million in the first half in 2004 compared to a
loss of US$6.7 million during the same period of 2003. The lower operating income result is
attributable to the increase in SGA expenses explained above,

4.4 Amortization of deferred debt issuance cost and debt discount

Amortization of debt issue cost increased by US$147,000 due to the fact that part of the
restructuring related costs have been capitalized as described in Note 4.9.7. While
Amortization of debt discount decreased by US$150,000 reflecting the extended term of the
related debt and the change in the repayment schedule.

4.5 Other Income (Expense), Net

Other income was US$4.0 million for the first half of 2004, as compared with other expense of
US$2.1 million for the same period in 2003, primarily due to (i) the effect on monetary assets
and liabilities - especially on inventories - denominated in HUF of the weakening of the USD
against the HUF and (ii) the recognition of US$2.2 million realized and unrealized gains on
forward currency contracts. The volume of open forward contracts decreased significantly in
the first half of 2004 due to the change in the margin account requirements.

4.6 Earnings Before Interest, Tax, Depreciation and Amortization

Consolidated EBITDA for the Group was US$1.8 million for the half ended June 30, 2004
compared with negative US$5.2 million in the same period in 2003. As defined by the Group,
the amortization includes - among others - the amortization/accretion of goodwill, deferred
debt issuance cost amortization or debt discount amortization.

4.7 Income Before Income Tax
" Income before income tax increased by US$5.5 million to a loss of US$5.6 million for the six
months ended June 30, 2004 compared to a loss of US$11.1 million in 2003.

4.8 Net Income

The Group reported a net loss of US$4.6 million for the first half ended June 30, 2004
compared to net loss of US$10.0 million in the same period of 2003, This net loss was in line
~with-the expectations of the company’s management.

4.9 Changes in Balance Sheets Items

4.9.1 Cash and cash equivalents

Cash and cash equivalents decreased by US$0.9 million to US$15.3 million compared to the
first half of 2003 partly attributable to change in the working capital, net loss and a scheduled
mandatory prepayment of debt during the reporting period.

4.9.2 Receivables

Receivables increased 62.7 percent to US$46.7 million as of June 30, 2004 compared to
US$28.7 million as of June 30, 2003 primarily because of the receipt of a significant amount of
payment from a customer in June 2003, and the high level of sales during the current
reporting period.

4.9.3 Inventories

Inventories decreased by US$4.6 million, or 4.1 percent from June 30, 2003 to June 30, 2004
because of the increase in the volume of sales during the first half of 2004.
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4.9.4 Deferred income taxes

Deferred income taxes increased by US$2.9 million to US$7.9 million from US$5.0 million.

4.9.5 Prepaid expenses

Prepayments and other assets amounted to US$4.5 million as of June 30, 2004, an increase of
13.8 percent compared to June 30, 2003.

4.9.6 Property and equipment, net

Property and equipment amounted to US$56.9 million as of June 30, 2004, a decrease of 6.0
percent compared to June 30, 2003. The decrease is primarily due to the recognition of

* depreciation expensein-an amount greater than new capital expenditures during the period.

4.9.7 Deferred debt issue cost

Deferred debt issue cost was $2.3 million as of June 30, 2004, 2.0 million more than the same
as of June 30, 2003. The increase is due to the fact that the Group has capitalized costs of
US$2.3 million related to the restructuring of its finances.

4.9.8 Other non-current assets

Other non-current assets amounted to US$3.7 million at the end of the period compared to
US$1.7 million as of June 30, 2003, mainly attributable to a change in deferred tax assets due
to the negative income before income taxes realized during the current period and fiscal year
2003.

4.9.9 Short-term debt

Short-term. debt was US$4.8 million as of June 30, 2004, a decrease of US$57.8 million
compared to the same period in 2003. As of December 31, 2003 the Group was in breach of
several of the financial covenants, which resuited in the Group being in default of its Finance
Agreements. In November 2003, the Group began negotiation of a debt restructuring
agreement with its financiers. On April 21, 2004, as more fully described in Note 4.9.14
below, NABI Rt. and NABI Inc. signed a Restructuring Facility with a syndicate of Hungarian
banks and signed an amendment to its Senior Notes with Metropolitan Life Insurance
Company through the conclusion of the Amended and Restated Note and Warrant Purchase
Agreement. Also, on May 21, 2004, Optare signed a Facility Agreement with its bank, and as
a result reclassified GBP 1.5 million of its short term loan as fong term.

4.9.10 Current portion of long term debt

Current portion of long-term debt decreased to US$10.0 million as of June 30, 2004 compared
to US$11.7 million as of June 30, 2003. The decrease is primarily attributable to the
refinancing in the current period, as more fully described in Notes 4.9.9 and 4.9.14.

4.9.11 Accounts payable

Accounts payable increased by 41.5 percent period-to-period from US$41.5 million to US$58.8
million which primarily due to the increased inventory level. The increase mainly attributable
to (i) composition of the accounts payables and receivables (set off) (ii) increase volume of
accounts payable and (iii) increase in progress payment liability.

4.9,12 Warranty provisions

Warranty provisions increased by 26.1 percent to US$15.4 million as of June 30, 2004
compared to US$12.2 miilion as of June 30, 2003; primarily due to (i) increased number of
buses sold, (ii) additional warranty reserves made to cover warranty repair campaigns on
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certain buses soid in earlier years; and (ii) increased purchases of extended warranties in the
USA.

4.9.13 Accrued and other liabilities

~—~Accrued and other liabilities were-US$7.5 million at the and of the second quarter of 2004, a

decrease of US$3.7 miilion compared to the same period of 2003 primarily due to a decrease
in accrued federal income tax and a decrease in unrealized loss on forward contracts recorded
under US GAAP,

4.9.14 Long-term notes and capital lease obligation

Long-term debt and capital lease obligation amounted to US$99.4 million as of June 30, 2004,

an increase of US$69.0 million compared to the same period of 2003. The increase is primarily

attributable to the fact that, on April 21, 2004, the Group entered into a Restructuring Facility

Agreement (“Restructuring Facility”) and an Amended and Restated Note and Warrant

Purchase Agreement (“Amended Note”) as part of restructuring its financing (collectively the

“Refinancing Agreements”).  Optare also signed a Facility Agreement with its bank (*New
- -Optare Facility”). on May 21, 2004. '

The Restructuring Facility is with a syndicate of Hungarian Banks, was arranged by
Kereskedelmi és Hitelbank Rt. and is a floating rate term loan in the amount of US$92.5
million which principal is repayable on December 30, 2006. Interest is payable at LIBOR for
“the applicable interest period plus a margin and certain mandatory costs. The loan comprises
two facilities, Facility A for 78.7 million with an interest period of three months and Facility B
for 13.8 miflion with an interest period of three months. The effective rate of interest
according to the above agreement is approximately 2.7%.

The Restated Note and Warrant Purchase Agreement (“Amended Note Agreement”) amends
the Original Note Agreement. The Amended Note Agreement provides for repayment of the
outstanding principal (17,850 as at April 23, 2004) on December 30, 2006. Interest accrues
at 9.91% on the Amended Notes and provision is made for additional payments in the event of
early repayment of all or part of the amounts outstanding.

The Group is required to make mandatory prepayments under the Refinancing Agreements:

2004 (total) US$10 million
2005 (total) v US$6 million
June 30, 2006 US$3 million

As part of the Refinancing Agreements the Group’s financiers received warrants (“2004
Warrants”) to acquire 1,713,753 ordinary shares of NABI Rt., (25% on a fully diluted basis), at
an exercise price of 1,087 HUF (approximately US$ 5.10 at the time of the issuance) per
share. The issuance of these warrants is in addition to the warrants (“Original Warrants”)
previously issued to Metropolitan pursuant to the Original Note Agreement. The value of the
2004 Warrants, $US2.4 million as of April 23, 2004, determined through the use of the Black
Scholes Option Pricing Model, was accounted for as a credit to additional paid in capital offset
against the gross value of the related debt (debt discount). Debt discount is amortized using
the effective interest method over the life of the related debt.

The New Optare Facility provides an overdraft facility of GBP 2 million (US$3,6 million as of
June 30, 2004 exchange rates), a term loan of GBP 3.2 million (US$5,8 million as as of June
30, 2004 exchange rates) repayable in GBP 38,500 monthiy instaliments with the final capital
repayment due on June 30, 2011 and an asset finance facility of GBP 0.4 million (US$0,7

- .million. as of June 30, 2004 exchange rates). Interest on the overdraft facility is at base rate
plus margin of 1.5% and for the term loan at base rate plus margin of 1.75% reducing to
1.5% if certain conditions are met.

The Group and HVB Bank Hungary Rt. (as security agent) entered into a series of agreements
to secure all of the Group’s obligations under the Refinancing Agreements. The security
covers the following assets of NABI Rt. and NABI Inc.: a first ranking mortgage on all land and

12 1 1R
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buildings, a first ranking mortgage, charge or security interest in all intercompany loans,
intellectual property, investment property, leases and licenses, intangibles and other assets
(with the exception of NABI Inc.’s accounts receivables and inventory), assignment of
insurance policies, right of set off over bank accounts and pledge of all the shares in NABI Inc.
and Optare Holdings.

The New Optare Facility contains security provisions covering a first ranking legal charge over
the title of freehold properties of Optare, a first ranking debenture over all the assets of
Optare and first ranking legal charge over the key person and critical iliness poiicies of certain
Optare management.

The Refinancing Agreements and the New Optare Facility contain customary representation
and warranties. The Group is subject to some restrictive covenants including restrictions
regarding the ability of the Group to pay dividends, borrow funds, merge and dispose of its
assets. The Refinancing Agreements and the New Optare Facility contain the customary
events of default, which would trigger early repayment of the loan including those related to a

- change of control.-

NABI paid back US$12.0 million to the financiers in February 2004 from its outstanding short
term debts as of December 31, 2003, and made a mandatory prepayment of US$ 2.0 million
pursuant to the provisions of the Refinancing Agreements in June 2004,

4.9.15 Other long-term liabilities

Other long-term liabilities were US$0.1 million higher as of June, 2004 compared to the same
period of 2003, which is attributable to a deferred tax item.

4.9.16 Obligations under residual value guarantees

Obligations under residual value guarantees remained at US$3 million as of June 30, 2004, the

same as a year earlier. These relate to 76 buses sold with an option for the customer, subject

to certain conditions, to oblige the Group to repurchase the buses, which have been accounted
_for as an operating lease.

4.9.17 Deferred revenue
Deferred revenue decreased by US$1.5 million reflecting the recognition of the same amount,
which is amortized under deferred revenue in the income statement.

4.9.18 Retained earnings

Retained earnings were US$6.1 million as of June 30, 2004, a decrease of US$11.4 million or
65.1% compared to the amount as of June 30, 2003. The decrease reflects the retention of
the net loss earned by the Group.
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5. Shareholder Structure

‘Shareholder SthCtU"e L

June 30, 2004 June 30, 2003 June 30, 2002

Type % S!\ares % S‘hares % S‘hares

(*000) (*000) (*000)
Domestic institutions 13.96 645.4 19.11 883.8 12.50 578.0
Foreign institutions 56.51 2,613.2 56.47 26118 56.39 2,607.9
Institutional investors total 70.47 3,258.6 75.58 3,495.4 68.89 3,185.9
Domestic depositaries 26.41 1,221.3 20.19 933.6 28.88 1,335.8
Foreign depositaries 2.88 133.2 3.99 184.6 1.99 91.9
Depositaries total 29.29 1,354.5 24.18 1,118.2 30.87 1,427.7
Employees 0.25 11.5 0.24 11.0 0.24 11.0
TOTAL: 100.00 4,624.6 100.00 4,624.6 100.00 4,624.6

Notes: - Voting percentages are the same as ownership ratios
- No shares of the company are in state ownership or held by international development institutions
- All issued shares are listed on the stock exchange

| Shareholders owning more than three percent of all outstanding shares ) i

Name Origin Category Quantity Ow?aetli'zhlp Note
The First Hungary Fund _ Foreign Venture capital fund 2,500,000 54.06% Financial inv’
Citibank Domestic Depositary 433,055 9.36% Depositary
Generali Gold Inv' Fund - Domestic Open-end investm’t fund 150,924 3.26% Financial inv’
Concorde Securities Domestic Broker 141,403 3.06% Financial inv’

| Treasury shares

June 30, 2004 January 1, 2004 June 30, 2003 June 30, 2002
NABI group 0 0 0 0

6. The Group’s Structure and Operation

June 30, 2004 January 1, 2004 June 30, 2003 June 30, 2002
NABI Rt, 865 919 999 815
NABI Inc. 663 781 680 651
Optare Holding Ltd. 463 432 536 509
TOTAL: 1991 2132 2215 1 875
——— e — A —— —————
Members of the Board of Directors ]
. Beginning End of Share
Name Position of mandate mandate ownership
Martin Adams Chairman of the BoD April 27, 2004  April 30, 2005 0
G.K van der Chairman of the Remuneration . .
Mandele Committee ‘ April 27, 2004 April 30, 2005 0
Andrds Racz Member of the BoD April 29, 2003 April 30, 2005 11,500
. Independent director - .
Tamas Felsen Chairman of the Audit Committee April 29, 2003 April 30, 2005 0
Mérk Pejacsevich Independent director April 29, 2003 April 30, 2005 0
Russell Richardson  Member of the BoD April 29, 2003 Aprit 30, 2005 0
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Membersof the Superwsory Board R |

e Beginning End of Share
Name Position of mandate mandate ownership
Charles A. Huebner Chairman 0
Laszlé Blaga Member -
Janos Kalman Member April 29, 2003 May 1, 2005 0
Lajos Kenyeres Member, employee representative 0
Zoltdn Szdke Member, employee representative a
' Employees in strategic positions ) |
. Beginning of Share
Name Position mandate End of mandate ownership
Andras Récz CEO of the NABI Group 1993 Undetermined 11,500
. Interim CEO of NABI Inc. ’
J. Daniel Garrett CFO of the NABI Group July 1, 2004 Undetermined 0
Russell Richardson  Chairman of Optare Holdings January 1, 2003 Undetermined 0
Robert Coombes Managing Director of Optare January 1, 2003 Undetermined 0
péter Horvath Deputy CFO of the NABI Group October 5, 2001 Undetermined 0

7. Other Items
7.1 Changes after the period

On luly 1, 2004, the Group announced the departure of Mr. Patrick Rona, President, CEO and
Board member of NABI, Inc. Mr. 1. Daniel Garrett, the CFO for the NABI Group, was named
interim President and CEO for NABI Inc., effective July 1, 2004.

7.2 Outstanding warrants and management options of NABI Rt.

Number of warrants / options Exercise price Deadline to exercise
6,000 (m' option) HUF 3,703 July, 24 2004
330,258 (warrant) HUF 5,446 December 30, 2006
23,000 (m' option) HUF 4,618 March 27, 2006
137,400 (m' option) HUF 3,812 March 22, 2007
20,000 (m' option) HUF 3,890 April 15, 2007
1,713,753 (warrant) HUF 1,087 December 30, 2006

7.3 News Releases of NABI Rt.

Date Subject

August 4 Miami-Dade Transit buys 70 more NABI buses

July 23 - Los Angeles exercised an option

July 8 H1.2004 bus sales performance of the NABI Group

July 1 Management changes at NABI, Inc.

June 30 NABI's 30-LFN flourishes at Altoona test track

June 4 Broward County, FL awards NABI bus contract

May 26 NABI wins joint Hungarian bus tender of Kapos, Gemenc and Pannon Volan

News releases were published on www.nabi.hu, www.bet.hu and in Magyar T6kepiac.
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