




















OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 1: ORGANIZATION AND BASIS OF FINANCIAL STATEMENTS [continued]

1.2.  Accounting [continued]

1.2.1. The effect of adopting new and revised International Financial Reporting Standards effective from
1 January 2011

The following amendments to the existing standards issued by the International Accounting Standards Board and
adopted by the EU are effective for the current period:

« IAS 24 (Amendment) “Related Party Disclosures” - Simplifying the disclosure requirements for
government-related entities and clarifying the definition of a related party, adopted by the EU on 19 July
2010 (effective for annual periods beginning on or after 1 January 2011),

« 1AS 32 (Amendment) “Financial Instruments: Presentation” — Accounting for rights issues, adopted
by the EU on 23 December 2009 (effective for annual periods beginning on or after 1 February 2010),

» IFRS 1 (Amendment) “First-time Adoption of IFRS”- Limited Exemption from Comparative [FRS 7
Disclosures for First-time Adopters, adopted by the EU on 30 June 2010 (effective for annual periods
beginning on or after 1 July 2010),

» Various standards and interpretations (Amendment) “Improvements to IFRSs (2010)” resulting from
the annual improvement project of IFRS published on 6 May 2010 (IFRS 1, IFRS 3, [FRS 7, IAS 1, 1AS 27,
1AS 34, IFRIC 13) primarily with a view to removing incensistencies and clarifying wording, adopted by
the EU on I8 February 2011 (amendments are to be applied for annual periods beginning on or after 1 July
2010 or 1 January 2011 depending on standard/interpretation),

» [FRIC 14 (Amendment) “IAS 19 — The Limit on a defined benefit Asset, Minimum Funding
Requirements and their Interaction” - Prepayments of a Minimum Funding Requirement, adopted by
the EU on 19 July 2010 (effective for annual perieds beginning on or after 1 January 2011),

o IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments”, adopted by the EU on 23
July 2010 (effective for annual periods beginning on or after 1 July 2010).

The adoption of the above presented Amendments and new Standards and Interpretations had no significant
impact on the financial statements of the Bank.

1.2.2 Amendments to IFRSs effective on or after 1 January 2012, which are not yet endorsed by EU, not
yet adopted

At the balance sheet date of these financial statements, the following Standards and Interpretations were issued
but not yet effective:

« IFRS 9 “Financial Instruments” (effective for annual periods beginning on or after 1 January 2015),

o IFRS 10 “Consolidated Financial Statements” (effective for annual periods beginning on or after |
January 2013),

« IFRS 11 “Joint Arrangements” (effective for annual periods beginning on or after 1 January 2013),

¢« IFRS 12 “Disclosures of Involvement with Other Entities” (effective for annual periods beginning on or
after 1 January 2013),

s IFRS 13 “Fair Value Measurement” (effective for annual periods beginning on or after 1 January 2013),
IAS 27 (revised in 2011) “Separate Financial Statements” (effective for annual periods beginning on or
after 1 January 2013),

e 1AS 28 (revised in 2011) “Investments in Associates and Joint Ventures” (effective for annual periods
beginning on or after 1 January 2013),

s« IFRS 1 (Amendment) “First-time Adoption of IFRS” - Severe Hyperinflation and Removal of Fixed
Dates for First-time Adopters (effective for annual periods beginning on or after 1 July 201 1),

¢ IFRS 7 (Amendment) “Financial Instruments: Disclosures”- Transfers of Financial Assets (effective
for annual periods beginning on or after 1 July 2011),

s IAS 1 (Amendment) “Presentation of financial statements” - Presentation of Items of Other
Comprehensive Income (effective for annual periods beginning on or after | July 2012),

« IAS 12 (Amendment) “Income Taxes” - Deferred Tax: Recovery of Underlying Assets (effective for
annual periods beginning on or after 1 January 2012),

« IAS 19 (Amendment) “Employee Benefits” - Improvements to the Accounting for Post-employment
Benefits (effective for annual periods beginning on or after 1 January 2013),

s JFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine” (cffective for annual periods
beginning on or after | January 2013).

The adoption of the above presented Amendments and new Standards and Interpretations would have no
significant impact on the financial statements.
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OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the preparation of the accompanying financial statements are
summarized below:

2.1.  Basis of presentation

When preparing these financial statements, management makes an assessment of the Bank’s ability to continue
its operation as a going concern. These financial statements have also been prepared under the historical cost
convention with the exception of certain financial instruments, which are recorded at fair value. Revenues and
expenses are recorded in the period in which they are earned or incurred.

The presentation of financial statements in conformity with IFRS requires management of the Bank to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities as at the date of the financial statements and their reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. Future changes in
economic conditions, business strategies, regulatory requirements, accounting rules and other factors could result
in a change in estimates that could have a material impact on future financial statements.

2.2. Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into HUF at exchange rates
quoted by the National Bank of Hungary (“NBH”) as at the date of the financial statements. Income and
expenses arising in foreign currencies are converted at the rate of exchange on the fransaction date. Resulting
foreign exchange gains or losses are recorded to the Statement of Recognized Income.

2.3.  Securities and other financial assets

The Bank classifies its securities into the following categories: held for trading, held-to-maturity and available-
for-sale. Securities that are acquired principally for the purpose of generating profit from short-term fluctuations
in price are classified as securities held for trading. Investments with fixed maturity that the management has the
expressed intention and ability to hold to maturity are classified as held-to-maturity. Investments intended to be
held for an indefinite period of time, which may be sold in response to needs for liquidity or changes in interest
rates, are classified as available-for-sale.

The Bank had no securities classified as held for trading or held-to-maturity as at 31 December 2011 and 2010.

2.3.1. Securities available-for-sale

Investments in securities are accounted for on a settlement date basis and are initially measured at fair value.
Available-for-sale investments are measured at subsequent reporting dates at fair value. Unrealised gains and
losses on available-for-sale financial instruments are recognized directly in equity, unless such available-for-sale
security is part of an effective fair value hedge. Such gains and losses will be reported when realised in profit and
loss for the applicable period. As at 31 December 2011 such securities consist of Hungarian government bonds.

Available-for-sale securities are re-measured at fair value based on quoted prices or amounts derived from cash
flow models. In circumstances where the quoted market prices are not readily available, the fair value of debt
securities is estimated using the present value of future cash flows and any unquoted equity instruments are
calculated using the EPS ratio.

2.3.2. Derivative financial instruments

In the normal course of business, the Bank is a party to contracts for derivative financial instruments, which
represent a very low initial investment compared to the notional value of the contract. The derivative financial
instruments used include interest rate forward or swap agreements and currency forward or swap agreements and
options. These financial instruments are used by the Bank to hedge interest rate risk and currency exposures
associated with its transactions in the financial markets.




OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued]
2.3.2. Derivative financial instruments [continued]

Derivative financial instruments are accounted for on a trade date basis and initially measured at fair value and at
subsequent reporting dates also at their fair value. Fair values are obtained from quoted market prices,
discounted cash flow models and option pricing models, as appropriate.

Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting are
recognized in profit or loss and included in the Statement of Recognized Income for the period. All derivatives
are carried as assets when fair value is positive and as liabilities when fair value is negative.

2.3.3. Derivative financial instruments designated as a fair-value or cash-flow hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges and that prove to be
highly effective in relation to the hedged risk, are recorded in the Statement of Recognized Income aiong with
the corresponding change in fair value of the hedged asset or liability that is attributable to the specific hedged
risk. The ineffective element of the hedge is charged directly to the Statement of Recognized Income.

The conditions of hedge accounting applied by the Bank are the following formally designed as hedge, proper
hedge documentation is prepared, effectiveness test is performed and based on it the hedge is qualified as
effective.

Changes in fair value of derivatives that are designated and qualify as cash flow hedges and that prove to be
highly effective in relation to hedged risk, are recognized in Other Comprehensive Income. Amounts deferred in
equity are transferred to the Statement of Recognized Income and classified as revenue or expense in the periods
during which the hedged assets and liabilities affect the Statement of Recognized Income for the period. The
ineffective element of the hedge is charged directly to the Statement of Recognized Income.

Certain derivative transactions, while providing effective economic hedges under the Bank’s risk management
policy, do not qualify for hedge accounting under the specific rules of IAS 39 and are therefore treated as
derivatives held for trading with fair value gains and losses charged directly to the Statement of Recognized
Income.

2.4, Loans and allowance for loan losses

Loans are presented at amortized cost, net of allowance for loan losses, including accrued interest. The direct
cost and revenue related to the lending, which is a part of the effective interest rate, is included in the amortized
cost and amortized over the term of the loans. Interest is accrued and credited to income based on the effective
interest income earned on the amortized cost of the Joans.

When a borrower is unable to meet payments as they fall due or, there is an indication that a borrower may be
unable to meet payments as agreed all accrued unpaid interest is impaired.

The amount of allowance is the difference between the carrying amount and the recoverable amount, being the
present value of the expected cash flows, including amounts recoverable from guarantees and collateral,
discounted at the original effective interest rate.

Due to the composition of the loan portfolio, the Bank does not have loans which are individually significant.
The impairment is recorded on portfolio basis for the loans which are individually not significant, based on the
type of the loans, overdue days, historical probability of default and expected losses.

Write-offs are generally recorded after all reasonable restructuring or collection activities have taken place and
the possibility of further recovery is considered to be remote. The loan is written off against the related account
“Provisions for impairment on loan and placement losses” in the Statement of Recognized Income, If the reason
for provisioning is no longer deemed appropriate, the redundant provisioning charge is released into income.

The Bank classifies the renegotiated loans as impaired loans (at least to-be-monitored), and records at least 1
percent provision for impairment on them, until a certain time period of repayment depending on the frequency
of the renegotiated loan’s cash-flows.




OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued]
2.5. Liabilities from issued securities

Issued mortgage bonds are measured at amortized cost. The costs related to their issuance is included in the
amortized cost of the issued securities and amortized over the term of the securities. Mortgage bonds are issued
based on the total amount of property pledged as collateral to the Bank and recorded in the Bank’s collateral
register.

2.6, Property, equipment and intangible assets

Property, equipment and intangible assets are stated at cost, less accumulated depreciation and amortization and
impairment, if any. The depreciable amount (book value less residual value} of the non-current assets must be
allocated over their useful lives. Depreciation and amortization are computed using the straight-line method over

the estimated useful lives of the assets based on the following annual percentages:

Intangible assets

Software 33.3%
Property rights 33.3%
Property 6%
Office equipments and vehicles 14.5-33.3%

Depreciation and amortization on properties, equipments and intangible assets starts on the day when such assets
are placed into service. At each balance sheet date, the Bank reviews the carrying value of its tangible and
intangible assets to determine if there is any indication that those assets have suffered an impairment loss. If
such indication exists, the recoverable amount of the asset is estimated to determine the extent (if any) of the
impairment loss. Where it is not possible to estimate the recoverable amount of an individual asset, the Bank
estimates the recoverable amount of the cash-generating unit to which the asset belongs. Where the carrying
value of property, equipment, other tangible fixed assets and intangible assets is greater than the estimated
recoverable amount, it is written down immediately to the estimated recoverable amount.

2.7. Interest income and interest expense

Interest income and expense are recognized in the Statement of Recognized Income on the accrual basis and
based on the IAS 18 Revenue, referring to the provisions of [AS 39. The Bank recognises interest income when
it assumes that the interest associated with the transaction will flow to the Bank and the amount of the revenue
can be reasonably measured. All interest income and expense arising from loans, placements with other banks,
securities available-for-sale and amounts due to OTP Bank Plc. and other banks, liabilities from issued
securities, subordinated bonds and loans are presented under these lines of the financial statements. Any fees
received or paid related to the origination of the loan are an integral part of the effective interest rate and revenue
is recognized with the effective interest rate, that exactly discounts the estimated future cash receipts through the
expected life of the financial instrument to the net carrying amount of the financial asset.

2.8. Fees and Commissions

Fees and commissions are recognized in the statement of recognized income on an accrual basis based on [AS {8
Revenue Standard, fees and commissions are recognized using the effective interest method referring to
provisions IAS 39.

2.9, Income tax

The annual taxation charge is based on the tax payable under Hungarian fiscal law, adjusted for deferred
taxation. Deferred taxation is accounted for using the balance sheet liability method in respect of temporary
differences between the tax bases of assets and liabilities and their carrying value for financial reporting
purposes, measured at the tax rates that are expected to apply when the asset is realised or the liability is settled,
based on tax rates that have been enacted at the date of the balance sheet. Deferred tax assets are recognized by
the Bank for the amounts of income taxes that are recoverable in future periods in respect of deductible
temporary differences as well as the carry forward of unused tax losses and the carry forward of unused tax
credits.
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OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued|

2.10. Government subsidies

The Bank receives subsidies from the Hungarian government designed to compensate for the difference between
the amount of interest charged to the customer, such interest being capped by legislation, and the interest charge
on the issued mortgage bonds. Such subsidies are calculated on a monthly basis, are applicable over the life of
the loan and are recognized among interest income in the Statement of Recognized Income in the period to
which they relate.

2.11. Statement of Cash Flows

For the purposes of reporting cash flows, cash and cash equivalents include cash, amounts due from banks and
balances with the NBH. Cash flows from hedging activities are classified in the same category as the item being
hedged. The unrealized gains and losses from the translation of monetary items to the closing foreign exchange
rates and unrealized gains and losses from derivative financial instruments are presented net in the Statement of
Cash-Flows for the monetary items which were being revaluated.

2.12. Segment reporting

The Bank’s main operation is mortgage lending to retail customers in Hungary, and the related value-appraisal
services. The management believes that the Bank operates in a single business and geographical segment, The
segment reporting is disclosed at consolidated level in the OTP Bank’s consolidated financial statements, From
2011 the loan financing activity is widened with loan portfolio from OTP Bank Romania. The significant part of
the total loan portfolio is from Hungary.

2.13. Offsetting of financial assets and liabilities

Complying with IAS 32 “Financial Instruments: Presentation”, the Bank and related parties in OTP Group
as well as OTP Bank’s partners do not intend to offset financial assets and liabilities among themselves.

2.14. Events in accordance with early final repayment at fixed exchange rates

The Hungarian Government announced the Country Protection Action Plan on 12 September 2011, The most
significant arrangement, which directly affected OTP Bank, was the opportunity of early final repayment at fixed
exchange rates,

If certain conditions are completed by the borrowers, FX based mortgage loans can be repaid in one amount at
fixed conversion rate (“early repayment”) determined in the Law on Credit Institutions (Swiss Franc 180
HUF/CHF, Euro 250 HUF/EUR, Japanese Yen 2 HUF/IPY). Act CXX1 0of 2011 (“On the amendment of the acts
in connection with the protection of homes™) on early repayment entered into force on 29 September 2011,
Under the law the bank may not charge any fees or other commissions for early repayment. Furthermore banks
shall carry the loss derived from the difference between the book value recorded on market price and the paid
amount calculated at fixed exchange rate as an early repayment. If the borrower meets the conditions determined
by the law, the lender is not allowed to refuse the early repayment, and shall prepare the settlement of the
contract in 60 days.

The final closing date of the opportunity of early repayment is 28 February 2012.

On 10 October 2011 OTP Bank and OTP Mortgage Bank have made a guarantee contract about a facility in the
amount of HUF 200 billion. Based on this agreement the OTP Bank must compensate the loss of OTP Mortgage
Bank on early repayment of FX based mortgage loans. The fee for guarantee was determined in the amount of
HUF 5 billion, and it is recognised directly in Shareholder’s Equity.

Until December 31, 2011 more than 17 thousand debtors paid back their FX mortgage loans, therefore under the
garly repayment scheme the loss recorded in the Mortgage Bank’s books was HUF 28,850 million.
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OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued|
2.14. Events in accordance with early final repayment at fixed exchange rates {continued]

According to the Bank’s accounting policy the balance sheet date considering the events of the early repayment
is 30 January 2012. Consequently the Mortgage Bank recognises as provision for impairment the calculated
effect of the early repayment claimed and paid till 30 January 2012. Whole amount of the expected loss relating
to the transactions claimed but not yet paid up to 30 January 2012 is impaired by the Bank as the customers
could have presented the collateral or the collateral certificate relating to the repayment till this date — according
to Act CXIIT of 1996 on Credit Institutions Section 200/B paragraph 2 that entered into force on 29 December

2011.

During the balance sheet compilation period at the Mortgage Bank approximately 13 thousand customers paid
back their FX mortgage loans and presented collateral certificate under the early final repayment and in
connection with this, a provision of HUF 31,937 million was recognised in the Mortgage Bank’s books.

In accordance with the guarantee contract with OTP Bank HUF 46,440 million was recorded in the Mortgage
Bank’s shareholder's equity for December 2011 that OTP Bank provided for the Bank cover of the loan losses.

2011

Provision for impairment on loan losses relating to early repayment 60,787
Loan losses recognized as provision are deducted (588)
Tax refund at OTP Mortgage Bank — loss is not refunded by OTP Bank (8,759)
Refundable loss for OTP Mortgage Banlk recognized at OTP Bank in connection

with the guarantee — Recognized directly in equity at the Mortgage Bank 51.440
Fee for guarantee paid by OTP Mortgage Bank 5,000)
Refundable loss for OTP Mortgage Bank recognized as equity in connection with

the guarantee 46,440

In case of loans related to early repayment, interest was recognized at fixed exchange rate in interest income.
During calculating the loss arising from the early repayment, loss falling to share of interest was taken into
account which was recognized on the line of Interest income from loans. (See Note 19.)

HUF 8,759 million bank tax refunds, the total of the bank tax paid and recognised in 2011 could be reclaimed
from the Hungarian State as compensation for the arising loan losses on early final repayment, based on the
respective tax law. This amount was recognised as other receivables. Since the law allows only 30% of the losses
on early final repayment to be reclaimed, and 30% of loan losses on early final repayment at the Bank exceed
this amount, based on the law the surplus can be utilised by other members of OTP Group as tax refund.

2.15. The agreement on 15 December 2011 between the Hungarian Government and the Hungarian
Banking Association (“Agreement”)

The Agreement of the Hungarian Government (“Government”) and the Hungarian Banking Association
(“HBA”) on 15 December 2011 was partially enacted in 2011, but most of the planned measures of the
agreement were not enacted until 24 February 2012 therefore these schemes defined in the Agreement, detailed
in points 1, and 2. below have no effect for the year 2011.

1. Measures regarding performing FX mortgage debtors with up to 90 days of delinquency:

1. FX mortgage debtors rated performing of up to 90 days of delinquency will be entitled to opt for the
program of fixed exchange rate scheme. During the program in the FX range CHF/HUF 180-270,
EUR/HUF 250-340 and JPY/HUF 2.5-3.3 FX mortgage debtors are obliged to pay monthly instalments
calculated using FX rates only at the lower bound of the range, so their monthly instalments will be
lower in forint, The difference between the market and the fixed rate on the principal of the monthly
instalments will be accumulated in a special buffer account over a certain period. This amount is to be
fully paid later by the client.

2. 50% of the interest above a cap defined (upper bound of the ranges above) shall be borne by financial
institutions and 50% shall be borne by the Government. Settlements between the banks and the state
shall take place on a quarterly basis.
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OTP MORTGAGE BANK LTD.

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 8: LOANS, NET OF ALLOWANCES FOR LOAN LOSSES (in HUF million)
2011
Short-term loans (within one year)
in HUF 51,367
in foreign currency 175
_ 51,5432
Long-term loans (over one year)
in HUF 644,83(
in CHF 643,08
in JPY 168,72§
in EUR 37.43¢
Total in foreign currency 849,244
1,494,074
Loans Total 1,545.61¢
Provision for impairment (72,913
Accrued interest 9,40C
Total 1,482,102

2010

52,818
226
53,044

626,19%
694,05(C
163,002
_ 3734
894,392
1,520,587
1,573,631
(20,683,

9,454

1,562,402

A significant part of the loans above are mortgage loans for housing. The loans have collateral notified in the
public property register in favour of OTP Mortgage Bank. Such loans and their collateral are included in the
Bank’s register and mortgage bonds can be issued up to this registered amount. The remaining parts of the loans
are real estate development loans given to individual farmers that work in the agro-industry. Real estate and

arable land can be accepted as collateral of these loans.

Interest conditions on loans, net of allowance for loan losses:

Loans denominated in HUF with the maturity over one year

Mortgage loans denominated in foreign currency for housing
purposes
CHF
EUR
JPY

Mortgage loans denominated in foreign currency for free
purposes
CHF
EUR
JPY

Real estate development loans
HUF
EUR

2011

5%-22.21%

8.74%
8.01%
5.83%

10.00%
8.95%
5.72%

10.73%
7.89%

OTP Mortgage Bank Ltd. only provides loans with the original maturity over one year.

2010

5%-21.49%

7.99%
8.01%
5.34%

9.25%
8.96%
5.22%

10.58%
7.51%
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OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 9: PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS
(in HUF million) [continued|

For year ended 31 December 2010

S Office .
Cost Intangible Property equipment QOnstructlon Total

assets . in progress

and vehicles
Balance as at 1 January 2010 863 109 190 - 1,162
Additions 233 1 6 7 247
Disposals (122) - 2) (6) (130)
Balance as at 31 December 2010 974 110 194 1 1,279
Depreciation and Amortization
Balance as at 1 January 2010 606 19 137 - 762
Charge for the year 151 [ 31 - 183
Disposals - - 2) - (2
Balance as at 31 December 2010 757 20 166 = _943
Net book value
Balance as at 1 January 2010 257 =90 -] — 400
Balance as at 31 December 2010 217 90 28 1 336
NOTE 10: OTHER ASSETS (in HUF million)
2011 2010

Other receivables in connection with early final repayment -

Guarantee from OTP Bank Plc. 44,760 -
Current income tax receivable 2,962 2,441
Income tax receivable relating to early final repayment 8,759 -
Prepayments and other assets 3,372 506
Customer receivables, given loans 3,610 3,898
Receivables from the Hungarian Government 70 3,801
Derivatives qualified for hedge accounting 27,211 -

90,744 10,646
Provision for other assets (n (12)
Total 90,733 10,634

Receivables from the Hungarian Government represent receivables from government subsidies on housing
mortgage loans.

! See Note 2.14.
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OTP MORTGAGE BANK LTD.
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 11: AMOUNTS DUE TO OTP BANK PLC. AND OTHER BANKS
{(in HUF million)
2011
Within one year
In HUF 328
In EUR -
In CHF 258,239
In JIPY 76.975
Total in foreign currency 335214
Subtotal 335,542
Accrued interest 708
Total 330,250
From this: amounts due to OTP Bank 336,250
Interest conditions on amounts due to OTP Bank Plc. and other banks
2011
In HUF 5.45 - 7.00%
In foreign currency 1.67 -2.57%
NOTE 12: LIABILITIES FROM ISSUED SECURITIES (in HUF million)
2011
Within one year:
In HUF 134,725
In EUR -
Over one year
In HUF 490,988
In EUR 530,666
Subtotal 1,156,379
Accrued interest 45,836
Total 1202215
Issued mortgage bonds during the period (nominal value) 560,943
Mortgage bonds became due or were repurchased during the
period 727,019
Interest conditions on issued securities
2011

In HUF
In foreign currency

6,53-1341%
4.00 - 6.70%

2010

36,434

83,401
2,100
85.501
121,935

15

121,950

121,950

2010

5.75%-6.25%
0.44%-3.17%

2010

39,203
585,375
628,258

56,349

1,309,185

51,381

1,360,566

83,625

313,271

2010

7.5% - 11%
4% -4.25%
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OTP MORTGAGE BANK LTD.

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011

NOTE 12:

A reconciliation of the face value and the amortized cost is as follows:

Face value of the issued securities

Unamortized premiums
Fair value hedge adjustment

Amortized cost

LIABILITIES FROM ISSUED SECURITIES (in HUF million) [continued]

2011

1,141,840
12,567
_ 1972

1,156

SRS

9

2010

1,293,246
15,228
711

13

OTP Mortgage Bank can issue mortgage bonds up to the total amount of collateral in the form of property
notified in the public property register in favour of OTP Mortgage Bank. A coverage register of the mortgage
property constituting the ultimate coverage for the mortgage bonds and the value of the collateral is recorded.
An independent coverage supervisor is appointed for monitoring and certifying the existence and valuation of
eligible collateral and the registration of such collateral in the coverage register.

Issued securities denominated in HUF as at 31 December 2011 (in HUF million)

Name D.ate of
issue
QIB 2012/1 17/03/2004
OJB 2012/11 14/04/2004
QJB 2012/111 19/11/2004
OJB 2012/V1 31/05/2011
OJB 2012/VII 31/0572011
OJB 2012/VIlI 31/05/2011
0OJB 2013/B 31/05/2011
OJB 2013/11 20/12/2002
QIB 2013/111 29/05/2009
OJB 2013/1V 31/05/2011
OJB 2014/1 14/11/2003
QJB 201477 17/09/2004
OJB 2015/1 10/06/2005
OJB 2015/1 28/01/2005
OJB 2016/1 0370272006
OJB 2016/11 31/08/2006
OJB 2016/111 17/02/2009
OJIB 2016/] 18/04/2006
QJB 2019/1 17/03/2004
QJB 2019/11 31/05/2011
OJB 2020/1 19/11/2004
OJB 2020/11 31/05/2011
OIB 2025/1 31/07/2009

Total issued securities in HUF
Unamortized premium
Total issued securities in HUF

Accrued interest

Total in HUF

Maturity

21/03/2012
16/05/2012
15/08/2012
16/05/2012
15/08/2012
31/01/2012
30/10/2013
31/08/2013
29/05/2013
31/08/2013
12/02/2014
17/09/2014
10/06/2015
28/01/2015
03/02/2016
31/08/2016
17/02/2016
28/09/2016
18/03/2019
18/03/2019
12/11/2020
1271172020
31/07/2025

Nominal value in

HUF million

13,870
36,283
14,353
58,780
5,647
5,508
8,516
13,433
80,000
3,567
13,500
440
3,243
291
1,269
4,692
150,000
2787
31,517
7733
5,503
4,497
150,000

9.83%
10.00%
10.50%
10.43%
16.50%
13.41%

6.53%

8.25%
12.00%

8.25%

8.00%

8.68%

7.70%

8.69%

7.50%
10.00%
10.75%

7.59%

9.48%

9.48%

5.00%

9.06%
11.00%

Interest conditions (in %

p.a.)

fixed
fixed
fixed
fixed
fixed
fixed
floating
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed
fixed

Hedged

not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
not hedged
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NOTE 12: LIABILITIES FROM ISSUED SECURITIES (in HUF million) [continued]

Issued securities denominated in foreign currency as at 31 December 2011 (in HUF million):

Nominal . e
Name 'Date of Maturity Currency value in ‘Nomm'al \{al'uc Inter'estocondltmns Hedged
issuance . in HUF million (in % p.a.)
FX million

OMB 2013/  11/17/2011 18/11/2013 EUR 750 233,348  6.71% floating  hedged
OMB 2014/1  15/12/2004 15/12/2014  EUR 200 62,226  4.00% fixed not hedged
OMB 2014/11  08/10/2011 10/08/2014 EUR 750 233,347  4.47% floating  hedged
Total issued securities in FX 528.921
Unamortized discount 227
Fair value hedge adjustment 1,972
Total issued securities in FX 530,606
Accrued interest 3.875
Total in FX 534,541
Total 1,202,215

The EUR denominated mortgage bonds are being hedged in fair value hedge relationship. See Note 31 for
further details of hedge accounting.

NOTE 13: FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
(in HUF million)

2011 2010
Foreign currency swaps 7,122 1,564
Total 7,122 1564
NOTE i4: OTHER LIABILITIES (in HUF million)
2011 2010

Other liabilities on early final repayment at fixed rates due to

OTP Bank Plc. - tax refund reimbursed 8,759 -
Fair value of derivative financial instruments designated as fair

value hedge 4,385 108,012
Accrued fees 4,205 483
Liabilities to customers 2,867 563
Deferred tax liabilities 2,631 1,421
Accounts payable 587 879
Current income tax payable 110 97
Advances to government subsidies 80 -
Salaries and social security payable 16 18
Provision for impairment off-balance sheet commitments and

contingent liabilities 5 2,361
Other 21 139
Total 23,666 113,973
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NOTE 15: SUBORDINATED BONDS AND LOANS (in HUF million)

2011 2010

With the maturity over one year denominated in CHF 3,865 3,364

On 30 January 2009, OTP Bank Plc. provided CHF 15 million subordinated loan to the Bank with the
maturity of 8 years. The loan is due at 30 lanuary 2017. The interest of the loan is 3 month CHF LIBOR +
3.88%.

NOTE 16: SHARE CAPITAL (in HUF million)
All shares are ordinary shares with a nominal value of HUF 100 thousand and are authorised and fully paid.

2011 2010

Share capital (in HUF million) 27,000 27,000

NOTE 17: RETAINED EARNINGS AND RESERVES (in HUF million)

2011 2010
Balance as at 1 January 52,028 64,862
Dividend paid (1,000) (24,000)
Net income after income taxes (29,738) 10,829
Guarantee for early final repayment at fixed exchange rates’ 46,440 -
Current tax receivables on early final repayment (8,823) -
Other comprehensive income 374 337
Balance as at 31 December 59,281 52,028

The Bank’s reserves under Hungarian Accounting Standards ("HAS”) were HUF 52,028 million and HUF
64,862 million as at 31 December 2011 and 2010 respectively. These amounts include legal reserves amounting
to HUF 8,752 million and HUF 8,008 million respectively. The legal reserve is not available for distribution.

A dividend of HUF 1,000 million was paid to OTP Bank in 2011 from the profit of the year 2010.

' See Note 2.14.
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NOTE 18: INTEREST SUBSIDIES RELATED TO HOUSING LOANS

There were three government subsidy regimes in operation, which are effective over the life of the loan; (i) for
loans granted before 16 June 2003; (ii) for loans granted between 16 June 2003 and 22 December 2003; and (iii)
for loans granted after 22 December 2003,

All subsidy systems have the following basic structure:
1. A maximum interest rate on loans for (i) the purchase of new property or (ii) the purchase, renovation
and /or enlargement of existing properties.
2. A basic interest subsidy calculated based on a percentage of the Hungarian Government Securities
Yield or a percentage of the covered mortgage bond coupon rate.
3. A supplementary interest subsidy for mortgage loans that have certain specific criteria.

In addition, a one-off payment (regarding registration of collateral) of 0.5% on the outstanding capital amount of
each loan acquired by OTP Mortgage Bank is received from the Hungarian State and payable to OTP Bank, once
the collateral of the loan is registered at its collateral register. As this one-off payment is fully transferred to
OTP Bank, it is presented net in these financial statements. The one-off payment was HUF 6 million and HUF
23 million for the years ended 31 December 2011 and 2010 respectively.

Since | October 2009, the government subsidy system has changed. The main components of the new system are
summarised as follows:

*  Only people can apply for the subsidized loan aged under 35 or aged under 45 but having children,

*  The purpose of the loan is to purchase or build a new property or the renovation of existing propetties,

= The price or the costs of building a new property can be up to HUF 25 million in Budapest and other
cities, HUF 5 million in other places. In the case of renovation there is no amount restrictions,

»  The amount of the loan subsidized can be up to HUF 12.5 million in Budapest and other cities, HUF 10
million in other places and HUF 5 million in the case of renovation or enlargement,

The amount of the subsidy depends on the number of the dependent children, calculated on the basis of the
Hungarian Government Securities Yield and only be granted for 20 years.

Due to the strict conditions the demand on the loans was moderate. At the end of 2010 about HUF 2,011 million
and at the end of 2011 about HUF 4,516 million was the amount of the loans granted. The balance as at 31
December 2011 is HUF 4,001 million.

NOTE 19: PROVISION FOR IMPAIRMENT ON LOAN AND PLACEMENT LOSSES (in HUF
million)

Provision for impairment on loan losses

2011 2010
Provision for the period 99,176 51,745
Jrom this: provision on impairment on loan losses related 1o early
Jinal repayment 31,937 B
Provision released for the period (46,946) (31,328)
Loan losses 48,912 6,076
Jrom this: provision on impairment on loan losses related to early
Jinal repayment 28,757 -
Provision for impairment on loan losses 101.142 26,493
from this: provision on impairment on loan losses related to early
Jinal repayment 60,694 -
Losses on early final repayment presented as interest income 93 -
Losses on early final repayment 60,787 -
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NOTE 20: FEES AND COMMISSIONS (in HUF million)
Income from fees and commissions

2011 2010
Fees and commissions relating to loans 1,891 1,842
Other 223 171
Total 2,116 2,013
Expense from fees and commissions

2011 2010
Guarantee and administrative fees paid to

OTP Bank - 5,325

Other 3,928 3.772
Total 3,928 9,097

In 2011 the guarantee on sale of non-performing loans to OTP Bank Plc. was cancelled by the parties. Guarantee
fees are calculated on the basis of the loan portfolio held at the beginning of each month and are payable to OTP
Bank in exchange for a commitment from OTP Bank related to the qualified or recalled debt repurchasing and
costs-compensation in relation to the collection of the qualified loans which have been disbursed with
governmental guarantee. The guarantee fees were HUF 5,325 million for the year ended 31 December 2010.

The other fees mainly consist of the cost of services in connection with mortgage bond issues, which are not
directly attributable to separate issuance.

NOTE 21: OTHER ADMINISTRATIVE EXPENSES (in HUF million)

2011 2010
Taxes, other than income tax 5,738 5,606
Services 366 356
Professional fees 239 240
Rental fees 49 55
Material type expenses 3l 39
Administration expenses 18 19
Advertising 2 -
Special banking tax - 8.267
Total 6,443 14,582

Taxes, other than income tax are taxes payable by the Bank on HUF denominated loans having interest subsidy
from the Hungarian government and other local taxes.

Based on the amendment of the act on the special tax of financial institutions (Special banking tax) approved on
22 July 2010, a new special financial institution tax was paid by the Bank. The total tax amount for the year 2010
was HUF 8,267 million recognised as an expense thus decreased the corporate tax base. The tax is based on the
total assets of the Bank as of 31 December 2009, adjusted with certain items. Based on the approved regulation,
financial institutions are obliged to pay this special tax until the end of 2012.

The amount of the special tax payable in 2011 would be HUF 8,759 million and was paid in four equal
instalments until 10th of the last month of every quarter of 2011 as well as in 2010. Based on the amendment of
the law on bank tax at the end of 2011, the whole amount of the bank tax for the year 2011 will be refunded to
the as compensation for the losses on early final repayment (see note 2.14.). This refundable tax has to be then
retarned to OTP Bank based on the Guarantee contract between OTP Bank and OTP Mortgage Bank, as OTP
Bank has compensated OTP Mortgage Bank for the total of its losses on early final repayment, and is entitled for
the refund of any return received by OTP Mortgage Bank in connection with the losses on early final repayment.
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NOTE 22: COMPENSATION OF KEY MANAGEMENT PERSONNEL (in HUF million)
2011 2010
Key executives (Managing Director and Deputies) 72 140

Members of Board of Directors and Supervisory Board - -

Total 72 140

The remunerations of key management personnel include only short-term benefits.

NOTE 23: INCOME TAX (in HUF million)

The Bank is presently liable for income tax at a rate of 19% of taxable income.

In 2010 due to the fact that the Hungarian Government approved a law effected that the income tax rate will be
reduced to 10% from 1 January 2013 the deferred tax is calculated at 10% for those temporary differences that
are expected to be resulted in taxable amounts or amounts deductable from the taxable profit after 2012, 19%
was used for the calculation of the deferred tax for the remaining items. This law has been repealed therefore the
deferred tax is calculated at 19% in 2011, and the opening balances have been recalculated based on the 19% tax
rate.

A reconciliation of the total income tax charge for the years ended 31 December 2011 and 2010 is as follows:

2011 2010
Current tax expense (7,761) 1,643
Special tax expense (4%) - -
Deferred tax expense/(benefit) 1.059 732
Total income tax expense {6,702) 2911
A reconciliation of the deferred tax lability as at 31 December 2011 and 2010 is as follows:

2011 2010
Balance as at 1 January {1,421) (1,957)
Recognized in other comprehensive income (151) (196)
Deferred tax (expense)/benefit (1.059) 732
Balance as at 31 December 2,631) (L421)
A reconciliation of deferred tax assets and labilities as at 31 December 2011 and 2010 is as follows:

2011 2010
Fair value adjustment of available-for-sale financial assets 4 1
Other provision - 15
Deferred tax assets 4 16
Effect of applying effective interest rate method (2,310) (1,350)
Fair value adjustment of derivative financial instruments (108) (67)
Fixed assets (18) (13
Amortized cost of issued securities (199) (1)
Deferred tax liabilities (2,63%) (1.437)
Net deferred tax habilities 2,631 L421)
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NOTE 23: INCOME TAX (in HUF million) [continued)|
A reconciliation of the effective tax rate as at 31 December 2011 and 2010 is as follows:

2011 2010
Net income before income taxes (36,440) 11,740
Tax at statutory income tax rate (19% ) (6,924) 2,230
Permanent differences due to income tax (753) (205)
Effect of change in tax rate for deferred tax 1,015 (1,105)
Other permanent differences (40) %)
Income tax 702y 911
Effective tax-rate 18.39% 7.76%

NOTE 24: EARNINGS PER SHARE (in HUF million)

Earnings per share attributable to ordinary shares are determined based by dividing Net profit for the year by the
weighted average number of ordinary shares outstanding during the period. The Bank has no preference shares
and no options or other rights related to shares.

2011 2010
Net profit for the year (29,738) 10,829
Weighted average number of ordinary shares outstanding
during the year for calculating basic EPS (number of share) 270,000 270,009
EPS (in HUF) basic and diluted (110,14 1) 40,107
NOTE 25: FINANCIAL RISK MANAGEMENT (in HUF million)

A financial instrument is any contract that gives rise to the right to receive cash or another financial asset from
another party (financial asset) or the obligation to deliver cash or another financial asset to another party
(financial liability).

Financial instruments may resulf in certain rigks to the Bank. The most significant risks the Bank faces include:

Credit risk

The Bank takes on exposure to credit risk, which is the risk that the counter-party will be unable to pay amounts
in full when due. The risk of the mortgage lending activity is controlled and the safety is enhanced by the legal
environment, which provides that loans can only be extended against a specific collateral of real property and
with certain legal assurances.

In 2009, OTP Bank had a commitment to repurchase substandard loans at book value. The agreement on
guarantee of purchasing and repurchasing non-performing loans was modified during 2010. In accordance with
the modifications, the guarantee of purchasing and repurchasing non-performing housing and free-purpose
mortgage loans at book value was ceased.

In the treasury activity the Bank structures the levels of credit risk it undertakes by placing limits to each
counter-party. Actual exposures against limits are monitored daily.
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NOTE 25: FINANCIAL RISK MANAGEMENT (in HUF million) [continued]

Credit risk [continued]

Analysis by loan types and risk classes

An analysis of the gross loan portfolio by loan types and financial risk classes is as follows. The table consists of

only on-balance sheet items.

As at 31 December 2011

Loan type Performing To-be- Below 1y ubtful
monitored  average
Corporate loans 4,040 120 3 114
Allowance - 1 - 36
Placements with other banks 80,566 - - -
Allowance - - - -
Retail loans 881,562 453,044 125,709 77,019
Allowance - 12,566 33,042 27,212
SME loans 3,857 96 - 43
Allowance - ) - 26
Gross loan portfolio total 970,025 453.260 128,712 77,176
Allowance Total - (12,568) (33.042) (27,294)
Net loan portfalio total 970,025 440,692 92,670 49,882
Accrued interest
Placements with other banks
Loans
Total accrued interest
Total
As at 31 December 2010
Loan type Performing To-be- Below 1, ubtful
monitored  average
Corporate loans 4,334 - - -
Allowance - - - -
Placements with other banks 105,079 - - -
Allowance - - - -
Retail loans 1,319,090 189,23« 15,647 40,998
Allowance - (4,420 (2,389, (13,874)
SME loans 4,328 - - -
Allowance - - - -
Gross loan portfolio total 1,432,831 189,23 15,647 40,998
Allowance Total - (4,420 (2,389, (13,874)
Net loan portfolio total 1,432,831 184,81 13,258 27,124

Accrued interest
Placements with other banks
Loans

Total accrued interest

Total

Bad

Bad

[ ]

et

Total carrying
amount/
allowance

4,286
66
80,566

1,537,334
72,820
3,996
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1,626,182
(72,913}

1,553,269

86
9.400

9,486

1,562,755

Total carrying
amount/
allowance

4,334
105,079

1,564,969
(20,683)

4,328

1,678,710
(20,683)

1,658,027

30
9.454

9,484

29





