OTP MORTGAGE BANK LTD .

UNCONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH
INTERNATIONAL FINANCIAL REPORTING
STANDARDS AS ADOPTED BY
THE EUROPEAN UNION

FOR THE YEAR ENDED
31 DECEMBER 2015



OTP MORTGAGE BANK LTD.

CONTENTS

Page
Independent Auditors’ Report
Unconsolidated Financial Statements prepared
in accordance with International Financial Repagrt8tandards
as adopted by the European Union
Unconsolidated Statement of Financial Position
as at 31 December 2015 2
Unconsolidated Statement of Recognized Income
for the year ended 31 December 2015 3
Unconsolidated Statement of Other Comprehensivenhec
for the year ended 31 December 2015 4
Unconsolidated Statement of Cash Flows
for the year ended 31 December 2015 5
Unconsolidated Statement of Changes in Sharehsl&ejity
for the year ended 31 December 2015 6

Notes to Unconsolidated Financial Statements 7-46




D I ﬁtt
e OI e Deloitte Auditing and Consulting Ltd.

H-1068 Budapest, Dézsa Gyorgy ut 84/C, Hungary
H-1438 Budapest, P.O.Box 471, Hungary

Tel: +36 (1) 428-6800
Fax: +36 (1) 428-6801
www.deloitte.com/hungary

Registered by the Capital Court of Registration
Company Registration Number: 01-02-071057

INDEPENDENT AUDITORS' REPORT
To the Shareholder and Board of Directors of OTP Mortgage Bank Ltd.
Report on the Unconsolidated Financial Statements

We have audited the accompanying unconsolidated financial statements (pages 2 to 46) of OTP
Mortgage Bank Ltd. for the year 2015, which unconsolidated financial statements comprise the
statement of financial position as at December 31, 2015 and the related statement of recognized and
other comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Unconsolidated Financial Statements

Management is responsible for the preparation and fair presentation of these unconsolidated financial
statements in accordance with International Financial Reporting Standards as adopted by the
European Union, and for such internal control as management determines is necessary to enable the
preparation of unconsolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these unconsolidated financial statements based on our
audit, We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the unconsolidated financial statements are free from material misstatement.

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

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

In our opinion, the unconsolidated financial statements give a true and fair view of the financial position
of OTP Mortgage Bank Ltd. as of December 31, 2015, and its financial performance and its cash flows
for the year then ended, in accordance with International Financial Reporting Standards as adopted by
the European Union.

Budapest, March 22, 2016
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Nagyvaradiné Szépfalvi Zsuzsanna
Deloitte Auditing and Consulting Ltd.
1068 Budapest, Dozsa Gydrgy ut 84/C.
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OTP MORTGAGE BANK LTD.
UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2015
(in HUTF million)

Note 2015 2014

Cash, amounts due from banks and balances with the
National Bank of Hungary 4. 42 399
Placements with other banks L 70,590 147,801
Financial assets at fair value through profit and loss 0. - 502
Securities available-for-sale 7. 11,657 -
Loans, net of allowances for loan losses 8. 979,893 1,101,447
Property and equipment 9. 14 25
Intangible assets 9. 166 176
Other assets 10. 27.803 39.718
TOTAL ASSETS 1,090,165 1,290,068
Amounts due to OTP Bank and other banks 1. 271,508 296,909
Liabilities from issued securities 12, 708,261 833,149
Financial liabilities at fair value through profit or loss 13. - 29
Other liabilities 14. 24,169 110,235
Subordinated bonds and loans 15, 4,404 3.975
TOTAL LIABILITIES 1,008,342 1,244,297
Share capital 16. 27,000 27,000
Retained earnings and reserves 17, 54,823 18,771
TOTAL SHAREHOLDER'S EQUITY 81,823 45,771

TOTAL LIABILITIES AND SHAREHOLDER'S
EQUITY

Budapest, 22 March 2016

Andras Becsei
Chief Executive Officer

The accompanying notes to unconsolidated financial statements on pages 7 to 46 form an integral part
of these unconsolidated financial statements.




OTP MORTGAGE BANK LTD.

UNCONSOLIDATED STATEMENT OF RECOGNIZED INCOME FOR T HE YEAR ENDED

31 DECEMBER 2015 (in HUF million)

Note

Interest Income:
Loans

Placements with other banks

Amounts due from banks and balances with the
National Bank of Hungary

Interest subsidy on housing loans financed by nage
bonds

Securities available-for-sale
Total Interest Income

Interest Expens
Amounts due to OTP Bank and other banks

Deposits from customers
Liabilities from issued securities
Subordinated bonds and loans
Total Interest Expense

NET INTEREST INCOME

Provision for impairment on loan and placementdsss 8.

NET INTEREST INCOME AFTER PROVISION
FOR IMPAIRMENT ON LOAN AND
PLACEMENT LOSSES

Income from fees and commissions 19.
Expenses from fees and commissions 19.

Net fees and commissions

Foreign exchange (losses)/gains, net
Gains on securities, net
Other operating income

Other operating expenses
from this:provision on contingent liabilities due
regulations related to customer loans

Net operating income

Personnel expenses
Depreciation and amortization

Other administrative expenses 20.

Other administrative expenses

PROFIT/(LOSS) BEFORE INCOME TAX

Income tax 21.

PROFIT/(LOSS) FOR THE YEAR

Earnings per share (in HUF)

Basic and diluted 22.

2015

48,601
14,616

23,711
165
87,093

19,488

45,504
139
65,131

21,962

1,870

20,092

1,893

(2,535)
642

(1,004)

1
13,451

102,717
12,448

539
110
12,643
13,292
18,606

206

18,812

69,674

2014

79,958
8,365

28,480
619
117,422

8,119

60,660
151
68,930

48,492

8,977

39,515

1,636

(2,294)
658

2,954

(8)
(101,860)

(102,379)
98,914

527
110

16,104
16,741

(76,798)

1,472

_(78.270)

(289.889)

The accompanying notes to unconsolidated finasteements on pages 7 to 47 form an integral part 3
of these unconsolidated financial statements.



OTP MORTGAGE BANK LTD.
UNCONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INC OME FOR THE YEAR
ENDED 31 DECEMBER 2015 (in HUF million)

Note 2015 2014

PROFIT/(LOSS) FOR THE YEAR 18,81. (78,270)
Items that may be reclassified subsequently to prif
or loss:
Fair value adjustment of securiti

available-for-sale 7. (267 -
Fair value adjustment of derivative financial instrents - 507
Deferred tax related to items of other comprehensiv

income 51 (96)
Other comprehensive income, net of income tax 216) 411
NET COMPREHENSIVE INCOME 18,59¢ (77,859)

The accompanying notes to unconsolidated finastzaéments on pages 7 to 47 form an integral part 4
of these unconsolidated financial statements.



OTP MORTGAGE BANK LTD.

UNCONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER

2015 (in HUF million)

Note
OPERATING ACTIVITIES
Profit /(Loss) before income tax

Depreciation and amortization 9.

Provision for impairment on loan and placementdsss

Provision/(release of provision) for impairmentather assets 10.

Unrealised gains on fair value adjustment of dénresfinancial
instruments

Net changes in assets and liabilities in operatiwtvities:

Net changes in financial assets through comprebensi
income

Decrease in loans, net of allowances for loarel®ss 8.
Decrease in other assets before provisions foe$oss 10.

(Decrease)/Increase in other liabilities 14.

Income tax paid
Net cash provided by operating activities

Interest received
Interest paid

INVESTING ACTIVITIES

Net decrease/(increase) in placements with othakdba 5.

Purchase securities available-for-sale

Proceeds from sale of securities available-for-sale 7.

Additions to property, equipment and intangiblecass
Disposal to property, equipment and intangible @sse
Net cash provided by/(used) in investing activities

FINANCING ACTIVITIES

Net (decrease)/increase in amounts due to OTP Badlother
banks

Cash received from issuance of securities

Cash used for repurchase and redemption of ise@dites

Net increase in subordinated bonds and loans 15.
Dividend paid 17.

Capital contribution received from OTP Bank Pldated to
regulations of customer loans

Net cash used in financing activities
Net (decrease)/increase in cash and cash equivalent

Cash and cash equivalents at the beginning of thegr
Cash and cash equivalents at the end of the year

Analysis of cash and cash equivalents opening &uing balance

Cash, amounts due from banks and balances witNatienal Bank
of Hungary

Cash and cash equivalents at the beginning of thegr

Cash, amounts due from banks and balances witNdahienal Bank
of Hungary

Cash and cash equivalents at the end of the year

11.

2015

18,606
110
1,870
4

2,646

502
119,684
11,911

(70,826

(42)
84,465

82,114
35,542

77,211
(11,924)

(90)
1
65,198

—_—l

(25,401

153,410
(295,914
429

17.456
(150,020)

(357)

399
42

399
399

42

42

2014

(76,798
11C
8,971
(52)

2,54¢

(502,
33,66
10,46:

102,73:

(3.772
77,36

106,983
33,541

(85,761

29,963
(307)

297
(55,808

62,96:

(136,280
31¢
(5,097

56,58:
(21,515

44

The accompanying notes to unconsolidated finastzaéments on pages 7 to 47 form an integral part 5

of these unconsolidated financial statements.



OTP MORTGAGE BANK LTD.
UNCONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDER’ S EQUITY FOR THE YEAR
ENDED 31 DECEMBER 2015 (in HUF million)

Retained earnings

Note Share Capital and reserves Total
Balance as at 1 January 2014 _ 27,000 18,771 45,77
Dividend paid - (5,097) (5,097
Net loss for the ye. - (78,270) (78,270)
Capital contribution - 56,581 56,58
Other comprehensive income - _ 411 _ 411
Balance as at 31 December 2014 __27,000 18,771 45,77
Net profit for the year - 18,812 18,81:
Capital contribution - 17,456 17,45¢
Other comprehensive income - 216 _(216)
Balance as at 31 December 2015 27,000 54,823 81,82¢

The accompanying notes to unconsolidated finasteéments on pages 7 to 47 form an integral part 6
of these unconsolidated financial statements.



OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 1: ORGANIZATION AND BASIS OF FINANCIAL STATEME NTS
1.1. General information

OTP Bank Plc. ("OTP Bank") established OTP MortgBgek Ltd. (“OTP Mortgage Bank” or the “Bank”) as a
fully owned subsidiary on 15 May 2001. The StateaRcial Supervisory Authority issued the operatiognse
on 10 January 2002, and the Bank commenced opesativo 1 February 2002.

OTP Bank is the ultimate parent of the OTP MortgBgek, and also the ultimate parent of OTP Group.
These financial statements authorised for issug2oMarch 2016.

The Bank completed its publication in accordancehwict CCXXXVIIl of 2013 on Credit Institutions and
Financial Enterprises, 575/2013/EU directive (CRR)IP Mortgage Bank completed its publication with
Unconsolidated Financial Statements prepared irdance with IFRS jointly with OTP Bank Plc on the
homepage of OTP Bank Plat{p://www.otpbank.hy/ on the homepage of the Bartktp://www.otpjzb.hi.
Unconsolidated Financial Statements in accordanite WRS as adopted by the EU is published on the
homepage of the Bank, on the homepage Budapesk &arhange ttp://www.bet.h), furthermore on the
website of the Hungarian National Bawkww.kozzetetelek.hu

The Bank’s registered office address is Nador yB2Mapest 1051.

The Bank is a specialized financial institution twits main business being governed by Act XXX 097%n
Mortgage Lending Institutions and Mortgage Bonds.

The main activity of the Bank is financing of puasle, renovation and development of residential entigs.
The purchased portfolio consist of subsidised hauébans, mortgage loans denominated in foreigneogy
and free purpose mortgage loans, in addition gdatteusing and free purpose mortgage loan portfolio
denominated HUF extends continuously too. The Baokides presently HUF denominated subsidised ahd n
subsidised housing and free purpose mortgage laadsHUF denominated real estate development lmens

The Bank employs limited staff at its head officelaise approximately 378 branches of OTP Bank esdjagy

the housing loan business. Under syndication ageaemetween OTP Bank and OTP Mortgage Bank, OTP
Bank provides services for OTP Mortgage Bank camogrthe administration of the mortgage loans vibich
fees are paid by OTP Mortgage Bank. Credit scoaimgj lending are performed at the branches of Ok Ba
accordance with the regulations of OTP MortgagekB&oans are approved by OTP Mortgage Bank and OTP
Bank acts for and on behalf of OTP Mortgage Banknduthe conclusion of a loan agreement. The mgega
right, along with the restraint of transfer and embrance on property pledged to secure loans éeshin the
property register for the benefit of OTP MortgaganB. Pledge of the mortgage bonds is the actualsloa
registered as normal collateral — collateralised pogperty inspector — and additional collateraluesl —
prescribed by law — registered in the Bank’s celialtregister.

As the sole shareholder, OTP Bank provides findrazid administrative support to the Bank. Additibyeany
short-term liquidity gaps which may arise from ttiing difference between the loan disbursementd an
issuance of mortgage backed securities are gepérahced by OTP Bank Details of related partyabaks and
transactions are summarised in Note 27 to thesadial statements.

A significant proportion of mortgage loans are exied for periods for more than ten or fifteen yeahereas
mortgage bonds generally have a shorter maturityO(years). The remaining average maturity of el
portfolio of the Bank is 10.3 year. The Bank isddrening the average maturity of its outstandingtgame
bonds to reduce the liquidity gaps.

As at 31 December 2014 and 2015 the number andwiiege number of the employees at the Bank were 33
and 31.

1.2.  Accounting

The Bank maintains its accounting records and pespats statutory accounts in accordance with the
commercial, banking and fiscal regulations prewgiiin Hungary.

OTP Mortgage Bank’s functional currency is the Hanign Forint ("HUF").

The accounting policies followed by the Bank in threparation of these financial statements confaiith
International Financial Reporting Standards (“IFRSome of the accounting principles prescribedstatutory
purposes are different from those generally reczaghiin international financial markets. Certainuatiinents
have been made to OTP Mortgage Bank’s Hungarigotetst accounts (see Note 31), in order to pretemt
financial position and results of operations of OW@rtgage Bank in accordance with all standards and
interpretations approved by the International Acting Standards Board (“IASB”), which are referredas
IFRS.

The financial statements have been prepared inrdacoce with IFRS as adopted by the European Urtlaa (
“EU"). IFRS as adopted by the EU do not curreniffer from IFRS as issued by the IASB, exceptgortfolio
hedge accounting under IAS 39 Financial InstrumeRéxognition and Measurement (“IAS 39”) which Imas
been approved by the EU.




OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 1: ORGANIZATION AND BASIS OF FINANCIAL STATEME NTS [continued]
1.2.  Accounting [continued]

As the Bank does not apply portfolio hedge accagntinder IAS 39, there would be no impact on these
financial statements, had it been approved by théd&ore the preparation of these financial statéme

1.2.1. The effect of adopting new and revised Intaational Financial Reporting Standards effective fom
1 January 2015

The following standards, amendments to the exissitagpdards and interpretations issued by the latiemal
Accounting Standards Board (IASB) and adopted kygb are effective for the current period:

- Amendments to various standards “Improvements to IRSs (cycle 2011-2013)tesulting from the
annual improvement project of IFRS (IFRS 3, IFRSah8 IAS 40) primarily with a view to removing
inconsistencies and clarifying wording - adoptedtfioy EU on 18 December 2014 (amendments are to be
applied for annual periods beginning on or aftdafiuary 2015),

- IFRIC 21 “Levies” adopted by the EU on 13 June 2014 (effective fowal periods beginning on or after
17 June 2014).

The adoption of these amendments to the existanglsirds has not led to any changes in the Entit¢sunting
policies.

1.2.2 New and revised Standards and Interpretationssued by IASB and adopted by the EU but not yet
effective

At the date of authorisation of these financiatestzents the following standards, amendments tceKiging
standards and interpretations issued by IASB aogtad by the EU were in issue but not yet effective

- Amendments to IFRS 11 “Joint Arrangements” — Accounting for Acquisitions of Interests in Join
Operations - adopted by the EU on 24 November Z6ffBctive for annual periods beginning on or afte
1 January 2016),

- Amendments to IAS 1 “Presentation of Financial Staments” - Disclosure Initiative - adopted by the
EU on 18 December 2015 (effective for annual pexibelginning on or after 1 January 2016),

- Amendments to IAS 16 “Property, Plant and Equipment and IAS 38 “Intangible Assets” -
Clarification of Acceptable Methods of Depreciat@nd Amortisation - adopted by the EU on 2 December
2015 (effective for annual periods beginning orafver 1 January 2016),

- Amendments to IAS 16 “Property, Plant and Equipment and IAS 41 “Agriculture” - Agriculture:
Bearer Plants - adopted by the EU on 23 Novembé&b Z6ffective for annual periods beginning on or
after 1 January 2016),

- Amendments to IAS 19 “Employee Benefits”- Defined Benefit Plans: Employee Contributions -
adopted by the EU on 17 December 2014 (effectiveafmual periods beginning on or after 1 February
2015),

- Amendments to IAS 27 “Separate Financial Statements- Equity Method in Separate Financial
Statements - adopted by the EU on 18 December @ifctive for annual periods beginning on or after
January 2016),

- Amendments to various standards “Improvements to IRSs (cycle 2010-2012)” resulting from the
annual improvement project of IFRS (IFRS 2, IFRS 3)FRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38)
primarily with a view to removing inconsistencies ad clarifying wording - adopted by the EU on 17
December 2014 (amendments are to be applied farauperiods beginning on or after 1 February 2015),

- Amendments to various standards “Improvements to IRSs (cycle 2012-2014)tesulting from the
annual improvement project of IFRS (IFRS 5, IFRS 7,AS 19 and IAS 34) primarily with a view to
removing inconsistencies and clarifying wording- adopted by the EU on 15 December 2015
(amendments are to be applied for annual perioggbimg on or after 1 January 2016).

1.2.3. Standards and Interpretations issued by IASBut not yet adopted by the EU

- IFRS 9 “Financial Instruments” (effective for annual periods beginning on or afteJanuary 2018),

- IFRS 14 “Regulatory Deferral Accounts” (effective br annual periods beginning on or after 1
January 2016) - the European Commission has decided not to tadhe endorsement process of this
interim standard and to wait for the final standard

- IFRS 15 “Revenue from Contracts with Customers” andfurther amendments (effective for annual
periods beginning on or after 1 January 2018),

- IFRS 16 “Leases”(effective for annual periods beginning on or aftelanuary 2019),

- Amendments to IFRS 10 “Consolidated Financial Stat@ents”, IFRS 12 “Disclosure of Interests in
Other Entities” and IAS 28 “Investments in Associaes and Joint Ventures”- Investment Entities:
Applying the Consolidation Exception (effective famnual periods beginning on or after 1 January01
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OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 1: ORGANIZATION AND BASIS OF FINANCIAL STATEME NTS [continued]
1.2.  Accounting [continued]
1.2.3. Standards and Interpretations issued by IASBut not yet adopted by the EU [continued]

- Amendments to IFRS 10 “Consolidated Financial Statments” and IAS 28 “Investments in
Associates and Joint Ventures™ Sale or Contribution of Assets between an Inweand its Associate or
Joint Venture and further amendments (effectivee deas deferred indefinitely until the research gcoj
on the equity method has been concluded),

- Amendments to IAS 12 “Income Taxes”- Recognition of Deferred Tax Assets for Unrealidemsses
(effective for annual periods beginning on or aftefanuary 2017).

The hedge accounting regarding the portfolio oéficial assets and liabilities, whose principlesehast been
adopted by the EU, is still unregulated.

According to the Entity’s estimates, application tefdge accounting for the portfolio of financiakeis or
liabilities pursuant to IAS 39: “Financial Instrumts: Recognition and Measurement”, would not sigaiitly
impact the financial statements, if applied ahatlialance sheet date.

The adoption of the above presented Amendmentsnamd Standards and Interpretations would have no
significant impact on the unconsolidated finanai@tements except of the application of IFRS 9 tvimght
have significant impact on the Bank unconsoliddiadncial statements, the Bank is planning to asmlthe
impact in 2016.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the megiion of the accompanying financial statements ar
summarized below:

2.1. Basis of presentation

These unconsolidated financial statements havebelen prepared under the historical cost conventitimthe
exception of certain financial instruments, which eecorded at fair value. Revenues and expensegenrded
in the period in which they are earned or incurred.

The presentation of unconsolidated financial stat@siin conformity with IFRS requires managementhef
Bank to make estimates and assumptions that affeateported amounts of assets and liabilitiesdisclosure
of contingent assets and liabilities (see Note S)yafathe date of the financial statements and tiegiorted
amounts of revenues and expenses during the negguéiriod. Actual results could differ from thostimates.
Future changes in economic conditions, businesasegfies, regulatory requirements, accounting raies other
factors could result in a change in estimatesdabatd have a material impact on future financiatements.

2.2.  Foreign currency translation

Monetary assets and liabilities denominated inifprecurrencies are translated into HUF at excharages
guoted by the National Bank of Hungary (“NBH") atthe date of the financial statements. Income and
expenses arising in foreign currencies are condextéhe middle rate of exchange quoted by OTP Bdokon

the transaction date. Resulting foreign exchangesga losses are recorded to the Unconsolidatatti®ent of
Recognized Income.

2.3. Securities and other financial assets

The Bank classifies its financial assets into thlWing categories: fair value through profit s (either held
for trading or assets initially classified as fa@due through profit or loss), held-to-maturity aadailable-for-
sale. Securities that are acquired principallytfa purpose of generating profit from short-terocflations in
price are classified as securities held for tradingestments in financial assets (other than thdseh meet the
definition of loans and receivables) with fixed ondtly that the management has the expressed ioteaind

ability to hold to maturity are classified as hétdmaturity. Investments intended to be held foriradefinite

period of time, which may be sold in response tedsefor liquidity or changes in interest rates, dassified as
available-for-sale.

The Bank had no securities classified as heldréatihg or held-to-maturity as at 31 December 20ib2014.




OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued]
2.3.1. Securities available-for-sale

Investments in securities are accounted for ontiéesent date basis and are initially measureda@tvialue.
Available-for-sale investments are measured atemuEnt reporting dates at fair value. Unrealiseidsgand
losses on available-for-sale financial instrumeanes recognized in other comprehensive income, srgesh
available-for-sale security is part of an effectfa@ value hedge. Such gains and losses will lperted when
realised in profit and loss for the applicable pdri The provision for impairment is calculated hsm
discounted cash-flow methodology for debt instruteemd calculated based on fair value on equityungents,
using the expected future cash-flow and origindeaive interest rate if there is objective evidencof
impairment based on significant or prolonged desgem fair value.

Interest received from available for sale secuwitiee recognised as interest income in the Uncioladet!
Statement of Recognized Income. Such securitiesisioof bonds issued by the NBH and the Hungarian
Government as at 31 December 2015.

Available-for-sale securities are re-measured iatvidue based on quoted prices or amounts deffnaed cash
flow models. In circumstances where the quoted etapkices are not readily available, the fair vadfiedebt
securities is estimated using the present valututofe cash flows and any unquoted equity instrusi@me
calculated using the EPS ratio.

Those available-for-sale financial assets that alohave a quoted market price and whose fair vesumot be
reliably measured by other models mentioned aboseareeasured at cost, less provision for impairnemn

appropriate. This exception is related only to ggumstruments. Impairment on equity AFS securities
accounted only if there is a significant or proledglecrease in the market value. Impairment logssEsgnised
in recognized income for equity AFS securitiesas reversed through recognized income.

2.3.2. Derivative financial instruments

In the normal course of business, the Bank is #&parcontracts for derivative financial instrumgnthich
represent a very low initial investment compareth®notional value of the contract and their valepends on
value of underlying asset and are settled in theréu The derivative financial instruments usedide interest
rate forward or swap agreements and currency fahwar swap agreements and options. These financial
instruments are used by the Bank to hedge intewst risk and currency exposures associated with it
transactions in the financial markets.

Derivative financial instruments are accounteddora trade date basis and are initially measurddiravalue
and at subsequent reporting dates also at fairevdfair values are obtained from quoted marketepric
discounted cash flow models and option pricing niods appropriate. OTP Bank adopts multi curve atédn
approach for calculating the net present value uwfiré cash flows — based on different curves used f
determining forward rates and used for discounpogposes. It shows the best estimation of suchvakére
deals that are collateralised as OTP Bank has alatlasf its open derivative transactions collaliesed.

Changes in the fair value of derivative financiastruments that do not qualify for hedge accounting
recognized in profit or loss and included in thecomsolidated Statement of Recognized Income fop#red.
Each derivative deal is determined as asset whendhe is positive and as liability when fair valis negative.

The Bank has certain swap and forward transactiwhgh are qualified as hedging instrument basedhen
Bank’s risk management policy. However these fif@nostruments are not qualified as hedging imsent
based on IAS 39, therefore the Bank qualified thdesévative financial instruments as held for tragliand fair
value adjustment is recognised directly in the Ursadidated Statement of Recognized Income.

The Bank maintains strict control limits on net pp#erivative positions, i.e. the difference betwg@emnchase
and sale contracts, by both amount and term. Attang the amount subject to credit risk is limitedthe
current fair value of instruments that are favolgab the Bank (i.e. assets), which in relatiordésivatives is
only a small fraction of the contract or notionalues used to express the volume of instrumenttanding.
This credit risk exposure is managed as part obtrezall lending limits with customers, togethethwpotential
exposures from market movements.
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OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

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

Foreign currency contracts are agreements to egehapecific amounts of currencies at a specified od
exchange, at a spot date (settlement occurs twe alitgr the trade date) or at a forward date é&n#tht occurs
more than two days after the trade date). The natiamount of these contracts does not represerddtual
market or credit risk associated with these cotdrac

Foreign currency contracts can be used by the Bamiisk management and trading purposes. The Barigk
management foreign currency contracts were usetetlye against exchange rate fluctuations on loads a
advances to credit institutions denominated inigpreurrency.

Foreign exchange swaps and interest rate swaps

The Bank enters into foreign-exchange swap andedsterate swap transactions. The swap transactian i
complex agreement concerning the swap of certaantiial instruments, which usually consist of angpband
one or more futures contracts.

Interest rate swaps obligate two parties to exchamg or more payments calculated with referendixed or
periodically reset rates of interest applied topacific notional principal amount (the base of théerest
calculation). Notional principal is the amount upehich interest rates are applied to determinepdgment
streams under interest rate swaps. Such notiomadipal amounts are often used to express the w@lohthese
transactions but are not actually exchanged betweenounterparties. The Bank’s interest rate swaps used
for management of interest rate exposures and e accounted for at mark-to-market fair value.

Cross-currency interest rate swap

The Bank enters into cross-currency interest ratgps(CCIRS) transactions which have special atteibui.e.
the parties exchange the notional amount at thénbieg) and also at the maturity of the transacti®pecial
types of these deals are the mark-to-market CCig€eanents. At this kind of deals the parties —cicoadance
with the foreign exchange prices — revalue theamati amount during lifetime of the transaction.

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

Changes in the fair value of derivatives that asighated and qualify as fair value hedges andpiteate to be
highly effective in relation to the hedged riske aecorded in the Unconsolidated Statement of Reézed

Income along with the corresponding change inValue of the hedged asset or liability that isiladtiable to

the specific hedged risk. The ineffective portidrihe hedge is charged directly to the Unconsatideé8tatement
of Recognized Income.

The conditions of hedge accounting applied by thekBare the following: formally designed as hedgeper
hedge documentation is prepared, effectivenessigegerformed and based on it the hedge is qudliéie
effective.

Changes in fair value of derivatives that are destigd and qualify as the effective portion of tleetc flow
hedges and that prove to be highly effective imatieh to hedged risk are recognized as reservetharo
comprehensive income. Amounts deferred in equity @eansferred to the Unconsolidated Statement of
Recognized Income and classified as revenue ornsgpa the periods during which the hedged assels a
liabilities affect the Unconsolidated StatemenRafcognized Income for the period. The ineffectilareent of

the hedge is charged directly to the Unconsolid&tadement of Recognized Income.

The Bank terminates the hedge accounting if theingdinstrument expires or is sold, terminated x@reised,
or the hedge no longer meets the criteria for hedgeunting or the Bank revokes the designation.

Certain derivative transactions, while providindgeefive economic hedges under the Bank’s risk memesgt
policy, do not qualify for hedge accounting undeg specific rules of IAS 39 (Recognition and Meagsuent)
and are therefore treated as derivatives heldréalinig with fair value gains and losses chargedctly to the
Unconsolidated Statement of Recognized Income.

2.4. Offsetting

Financial assets and liabilities may be offset tir@dnet amount is reported in the statement ohfiiad position
when the Bank has a legally enforceable right tmfethe recognised amounts and the transactioningended
to be reported in the statement of financial positin a net basis.

The Bank does not offset any financial assets mvah€ial liabilities.
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OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued]
2.5. Embedded derivatives

Sometimes, a derivative may be a component of abo@d financial instrument that includes a hosttizt
and a derivative (the embedded derivative) effgatiash-flows or otherwise modifying the charactassof the
host instrument. An embedded derivative must barsepd from the host instrument and accounted doa a
separate derivative if, and only if:
- The economic characteristics and risks of the ewi@dierivative are not closely related to the
economic characteristics and risks of the hostraoht
- A separate financial instrument with the same teawithe embedded derivative would meet the
definition of a derivative as a stand-alone insteaninand
- The host instrument is not measured at fair oréasared at fair value but changes in fair value are
recognised in other comprehensive income.

The Bank has not had embedded derivatives in 2@lLa2014.
2.6. Loans, placements with other banks and allowae for loan and placement losses

Loans and placements with other banks are presesiteaimortized cost, stated at the principal amounts
outstanding including accrued interest, net ofvaédloce for loan or placement losses, respectiveigngaction
fees and charges should adjust the carrying amaimtitial recognition and be included in effectiveerest
calculation. Loans and placements with other baarksderecognised when the contractual rights tac#s-
flows expire or the Bank transfers the asset aedrdnsfer qualifies for derecognition in accordamgth IAS

39. Interest and amortised cost are accounted e$iegtive interest rate method.

When a borrower is unable to meet payments asftiegiue or, there is an indication that a borroweay be
unable to meet payments as agreed all accrueddiimgarest is impaired.

The amount of allowance is the difference betwdwendarrying amount and the recoverable amountghbie
present value of the expected cash flows, includimgounts recoverable from guarantees and collateral
discounted at the original effective interest rate.

Allowance for losses on loans and placements witlerobanks represent management assessment fotigbte
losses in relation to these activities.

Due to the composition of the loan portfolio, thar® does not have loans which are individually i$icgmnt.
The impairment is recorded on portfolio basis basethe type of the loans, overdue days, histopcabability
of default and incurred losses.

The allowances for loan and placement losses aiataii@ed to cover losses that have been specificall
identified. Collective impairment losses of porifal of loans, for which no objective evidence ofpairment
has been identified on an individual basis, arentagied to reduce the carrying amount of the pbogoof
financial assets with similar credit risk charaistées to their estimated recoverable amountseabtiance sheet
date. The expected cash-flows for portfolios ofisimassets are estimated based on historicaldrgsrience.
Historical loss experience is the basis for calindp the expected loss, which is adjusted by thes lo
confirmation period, which represents the average tag between occurrence of a loss event andromation

of the loss. This concept enables recognition os¢hlosses that have occurred in the portfolidvathalance
sheet date.

If the reason for provisioning is no longer deerapgropriate, the redundant provisioning chargelisased into
income. If, in a subsequent period, the amounhefitnpairment loss decreases and the decreasescamated
objectively to an event occurring after the impannwas recognised (such as an improvement inebé&ds
credit rating), the previously recognised impairiniss shall be reversed by adjusting an allowammunt.
The reversal shall not result in a carrying amoofthe financial asset that exceeds what the assattcost
would have been had the impairment not been resedrat the date the impairment is reversed.

Write-offs are generally recorded after all reasd@aestructuring or collection activities havedakplace and
the possibility of further recovery is consideredoe remote. The loan is written off against tHateel account
“Provisions for impairment on loan and placemerdgsks” in the Unconsolidated Statement of Recognized
Income. If the reason for provisioning is no longleemed appropriate, the redundant provisioninggehes
released into income.

12



OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

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

Issued mortgage bonds are measured at amortizedTdws costs related to their issuance is incluethe
amortized cost of the issued securities and aneaftiaver the term of the securities using effectiverest
method. Mortgage bonds are issued based on tHeatataunt of property pledged as collateral to tlmiBand
recorded in the Bank’s collateral register.

2.8. Property, equipment and intangible assets

Property, equipment and intangible assets aredstdteost, less accumulated depreciation and amatidh and
impairment, if any. The depreciable amount (bookiedess residual value) of the non-current assetst be
allocated over their useful lives. Depreciation antbrtization are computed using the straight-firethod over
the estimated useful lives of the assets baseHdeofollowing annual percentages:

Intangible asse

Software 33.3%
Property rights 33.3%
Property 6.0%
Office equipment and vehicl 14.5-33.3%

Depreciation and amortization on properties, egeiphand intangible assets starts on the day whem assets
are placed into service. At each balance sheet tdeBank reviews the carrying value of its tateibnd

intangible assets to determine if there is anydaiibn that those assets have suffered an impairdoen If such
indication exists, the recoverable amount of theetaiss estimated to determine the extent (if arfythe

impairment loss. Where it is not possible to estarthe recoverable amount of an individual as$et,Bank
estimates the recoverable amount of the cash-gamgnanit to which the asset belongs. Where theyoay

value of property, equipment, other tangible fix@ssets and intangible assets is greater than threaésd

recoverable amount, it is written down immediatelyhe estimated recoverable amount.

2.9. Interestincome and interest expense

Interest income and expenses are recognised itit mrofoss in the period to which they relate, gsithe
effective interest rate method. Interest from loand deposits are accrued on a daily basis. Intaresme and
expenses include relevant transaction costs andrtioetisation of any discount or premium betweemniffitial
carrying amount of an interest-bearing instrumertt &s amount at maturity calculated on an effectivterest
rate basis.The Bank recognises interest income \itheessumes that the interest associated withrémesaction
will flow to the Bank and the amount of the reverean be reasonably measured. All interest inconte an
expense arising from loans, placements with otla@ksb, securities available-for-sale and amountstdu@TP
Bank and other banks, liabilities from issued siies; subordinated bonds and loans are presemtger uhese
lines of the financial statements. Any fees reagive paid related to the origination of the loaa an integral
part of the effective interest rate and revenued®gnized with the effective interest rate thaiatly discounts
the estimated future cash receipts through theategdife of the financial instrument to the netrgang amount
of the financial asset.

2.10. Fees and Commissions

Fees and commissions are recognised using effeictigeest method referring to provisions of 1AS 3¢hen

they relate and have to be included in the amattisest model. Certain fees and commissions thanate
involved in the amortised cost model are recognisgtie unconsolidated statement of recognisednirecon an
accrual basis based on IAS 18.

2.11. Income tax

The annual taxation charge is based on the taxbfmyander Hungarian fiscal law, adjusted for deférr
taxation. Deferred taxation is accounted for udimg balance sheet liability method in respect ofigerary
differences between the tax bases of assets ahilitiés and their carrying value for financial @ting
purposes, measured at the tax rates that are expecapply when the asset is realised or thelifals settled,
based on tax rates that have been enacted attihefdhe balance sheet. Deferred tax assets eogmzed by
the Bank for the amounts of income taxes that amdwverable in future periods in respect of dedietib
temporary differences as well as the carry forwafrdinused tax losses and the carry forward of uwhuar
credits.
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OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued]
2.12. Government subsidies

The Bank receives subsidies from the Hungarian gorent designed to compensate for the differentedsn
the amount of interest charged to the customeh Buerest being capped by legislation, and theradt charge
on the issued mortgage bonds. Such subsidies bndatad on a monthly basis, are applicable overlifie of
the loan and are recognized among interest incontkei Unconsolidated Statement of Recognized Inciome
the period to which they relate.

2.13. Statement of Cash Flows

For the purposes of reporting cash flows, cashaasth equivalents include cash, amounts due frorksband
balances with the NBH. Cash flows from hedging\ati#is are classified in the same category astéra being
hedged. The unrealized gains and losses from émsl&tion of monetary items to the closing foreggehange
rates and unrealized gains and losses from derévéitiancial instruments are presented net in théeBient of
Cash-Flows for the monetary items which were beégvgluated.

2.14. Segment reporting

The Bank’s main operation is mortgage lending taikeustomers in Hungary, and the related valuyar@ipal
services. Since the Bank has only one main pro(lucttgage loan) revenues from external customess ar
reported aggregately. The management believestibaBank operates in a single business and gedgedph
segment. The segment reporting is disclosed atotidated level in the OTP Bank’s consolidated ficiah
statements. From 2011 the loan financing actidtwidened with loan portfolio from OTP Bank Romariiae
significant part of the total loan portfolio is froHungary.

2.15. Government measures related to customer loaontracts

Based on the Act XXXVIII of 2014 on “Settlement aértain issues concerning the Uniformity Decisidnhe

Supreme Court related to customer loan agreemeatsded by financial institutions” (“Curia Law”) ahthe

Act XL of 2014 on “Rules of the settlement and agrtother issues put in Act XXXVIII of 2014 on Sethent
of certain issues concerning the Uniformity Dedaisal the Supreme Court related to customer loareagents
provided by financial institutions” (“Act on Setiteent”) OTP Bank has met its settlement obligatiaiss
prescribed by law related to foreign currency loans

Act on Settlement

Based on these regulations expense in the amouHUST 85 billion was recognised as amounts charged t
clients related to customer loans contracts weseiraed unfair. The provision related to the settlenveas
released during the year of 2015. In relation ® g$httled customer loans sold to OTP Faktoring, lftdther
provision in the amount of HUF 2,069 million wasegnised on subsequent purchase price compensation
payable for OTP Faktoring Ltd. The purchase prim@pensation is expected to be settled during theHalf of
2016.

Act on Conversion mortgage backed loans into HUF

Based on the Act LXXVII of 2014 on “Settlement artain issues concerning the modification of theency
and interest conditions related to customer loaregents” OTP Bank completed the conversion ofigare
currency customer mortgage loans and relating ateqancrued interests, provision for impairmentd iHUF.

NOTE 3: SIGNIFICANT ACCOUNTING ESTIMATES AND DECISI ONS IN THE
APPLICATION OF ACCOUNTING POLICIES

The presentation of financial statements in configrmith IFRS requires the management of the Banknake
judgements about estimates and assumptions thexdt affe reported amounts of assets and liabilaies the
disclosure of contingent assets and liabilitieatathe date of the financial statements and tlegionted amounts
of revenues and expenses during the reporting ghefibe estimates and associated assumptions aed bas
historical experience and other factors that arasiclered to be relevant. The estimates and underlyi
assumptions are reviewed on an on-going basis.skeg to accounting estimates are recognized impénied.
Actual results could differ from those estimateign8icant areas of subjective judgements include:
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OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 3: SIGNIFICANT ACCOUNTING ESTIMATES AND DECISI ONS IN THE
APPLICATION OF ACCOUNTING POLICIES [continued]
3.1 Impairment on loans and placements

The Bank regularly assesses its loan portfolioifiopairment. Management determines the adequacheof t
allowances based upon reviews of individual loand placements, recent loss experience, currentoation
conditions, the risk characteristics of the vari@asegories of loans and other pertinent factorsviBioning
involves many uncertainties about the outcome afelrisks and requires the Management of the Bankake
many subjective judgements in estimating the las®umts. An impairment loss is incurred when there i
objective evidence of impairment due to one or nements that occurred after the initial recognitidrihe asset
(‘a loss event’), when the loss has a reliably mmestde impact on the expected future cash flowsfthe
financial asset or group of financial assets. Futtash flows are assessed by the Bank on the dfasi$imates
based on historical parameters. The adopted meltgylosed for estimating impairment allowancesnidine
with the further possibilities of accumulationshitoric impairment data from the existing inforinatsystems
and applications. As a consequence, acquiring neta dy the Bank could affect the level of impairten
allowances in the future.

3.2. Valuation of instruments without direct quotaions

Financial instruments without direct quotations dn active market are valued using the valuation ehod
technique. The models are regularly reviewed awcth @odel is calibrated for the most recent avadahbrket
data. While the models are built only on availadiéea, their use is subject to certain assumptiodsestimates
(e.g. for correlations, volatilities, etc). Chandeshe model assumptions may affect the reporéédvialue of
the relevant financial instruments.

IFRS 13 Fair Value Measurement seeks to increassistency and comparability in fair value measunmse
and related disclosures through a 'fair value hidr@. The hierarchy categorises the inputs usedhlnation
techniques into three levels. The hierarchy gives highest priority to (unadjusted) quoted pricesactive
markets for identical assets or liabilities and lingest priority to unobservable inputs. The objeriof a fair
value measurement is to estimate the price at wéitlorderly transaction to sell the asset or tosfier the
liability would take place between market particifgaat the measurement date under current markelitoms.

3.3. Provisions

Provision is recognized and measured based on PAr8visions, Contingent Liabilities and Contingéssets.
The Bank is involved in a number of ongoing leg@pdtes. Based upon historical experience and exper
reports, the Bank assesses the developments ia teses, and the likelihood and the amount of piaten
financial losses which are appropriately provided (See Note 17)

A provision is recognized by the Bank when it hgeesent obligation as a result of a past eveid, ptobable
that an outflow of resources embodying economiebitnwill be required to settle the obligationdaareliable
estimate can be made of the amount of the obligatio

Provision for off-balance sheet items includes fmiown for litigation, provision for retirement arekpected
liabilities, for commitments to extend credit, pigen for warranties arising from banking activitieand
provision for Confirmed letter of credit.

NOTE 4: CASH, AMOUNTS DUE FROM BANKS AND BALANCES W ITH THE NATIONAL
BANK OF HUNGARY (in HUF million)

2015 2014
Amounts due from banks and balances with the NBH:

Within one year
In HUF 40 13

In foreign currency 2 386
42 399

Total 42 399
From this: amounts due from OTP Bank 42 393
Compulsory reserve 27 11
Rate of the compulsory reserve 2% 2%




OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

CASH, AMOUNTS DUE FROM BANKS AND BALANCES W ITH THE NATIONAL
BANK OF HUNGARY (in HUF million) [continued]

NOTE 4:

The main amount of cash due from banks shows tlemdt@ of the nostro accounts placed at OTP BartUfF
42 million and HUF 393 million as at 31 Decemberl20and 2014, respectively. The remaining amounts
represent the balances of the Bank’s clearing atquaced at the NBH.

The Bank fulfilled the compulsory reserve requir@inegn an average monthly basis.

NOTE 5: PLACEMENTS WITH OTHER BANKS (in HUF million )
Within one year 2015 2014
in HUF 70,570 136,236
in CHF - 11,495
Total in foreign currency - 11,495
70,57 147,731
Accrued interest 20 70
Total 70,590 147,801
From this: amounts due from OTP Bank 70,590 147,801
Interest conditions on placements with other banks 2015 2014

in HUF
in foreign currency

Average interest of placements with other banks 2015
in HUF 1.73%
in EUR -
in CHF 0.71%
in JPY -

NOTE 6: FINANCIAL ASSETS AT FAIR VALUE THROUGH PROF IT OR LOSS

(in HUF million)
2015
Foreign exchange swaps designated as held fontgradi -
Total -
NOTE 7: SECURITIES AVAILABLE-FOR-SALE (in HUF milli on)

2015
Hungarian government bonds 11,320
11,320
Accrued interest 337
Total 11,657

0.10%-1.35%

1.10%-9.00%
0.44%-4.82%

2014
2.33%
1.04%

0.84%
1.09%

2014

1
o
N

N
o
=
i

The whole portfolio was denominated in HUF as aD&tember 2015. Financial sources derived from gage
bonds issued during 2015 were used partially fodileg activity, from the remaining amount investetb debt

instruments.
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OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 7: SECURITIES AVAILABLE-FOR-SALE (in HUF milli on) [continued]
Interest conditions and the remaining maturityesfgities available-for-sale can be analysed dsvist

2015 2014
Within five years, fixed interest 11,657 -

The valuation of the securities available-for-sabes as follows as at 31 December 2015:

2015
Cost Fair value
Hungarian government bor 11,58 11,32
Total 11,587 11,320
NOTE 8: LOANS, NET OF ALLOWANCES FOR LOAN LOSSES (in HUF mi llion)
2015 2014
Shor-term loans (within one yes
in HUF 49,271 44,021
in CHF 7 1,31¢
in EUR 2 1
in JPY . .
in foreign currency total 9 1,316
49,280 45,337
Long-term loans (over one year)
in HUF 950,238 605,688
in CHF 10C 367,92:
in EUR 361 26,230
in JPY 627 77,492
in foreign currenc total 1,08¢ 471,64!
951,326 1,077,333
Loans Gross Total 1,000,606 1,122,670
Provision for impairmen (25,899 (27,691
Accrued interes 5,181 6,46¢
Total 979,893 1,101,447

A significant part of the loans above are mortgkges for housing or free purposes. The loans kallateral
notified in the public property register in favoof OTP Mortgage Bank. Such loans and their colidtare
included in the Bank’s register and mortgage barats be issued up to this registered amount. Thairengy
parts of the loans are real estate developmensigawen to individual farmers that work in the agndustry.
Real estate and arable land can be accepted atecallof these loans.
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OTP MORTGAGE BANK LTD.

NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED

31 DECEMBER 2015

NOTE 8: LOANS, NET OF ALLOWANCES FOR LOAN LOSSES (in HUF mi llion) [continued]

Interest conditions on loans, net of allowanceldan losses:

2015 2014
Loans denominated in HUF with the maturity over gear 3.71%-12.42% 4.91%-13.15%
Average interest rate of mortgage loans denomiriatéateign
currency for housing purposes
CHF 6.71% 8.76%
EUR 7.54% 8.01%
JPY 3.87% 5.84%
Average interest rate of mortgage loans denominatéateign
currency for free purposes
CHF 7.49% 10.00%
EUR 5.86% 8.94%
JPY 4.78% 5.72%
Average interest rate of real estate developmemtsio
HUF 9.29% 9.64%
EUR 6.37% 6.58%
OTP Mortgage Bank Ltd. only provides loans with dnginal maturity over one year.
An analysis of the loan portfolio by type, befolaances for loan losses, is as follows:
2015 2014
Mortgage loans 996,469 99.59% 1,117,582 99.55%
SME loans 2,469 0.25% 3,035 0.27%
Loans to medium and large corporates 1668 0,16% 2,053 0.18%
Total 1,000,606 100.00% 1,122,670  100.00%
An analysis of the change in the provision for imp&nt on loan losses is as follows:
2015 2014
Balance as at 1 January 27,691 32,977
Provision for the year 32,619 34,758
Release of provision (34,416) (40,044)
Balance as at 31 December 25,894 27,691

The Bank sells non-performing loans without receuas estimated fair value to an OTP Group membé&R O

Faktoring Ltd.
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NOTE 9: PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS
(in HUF million)
For the year ended 31 December 2015
Intangible O.fﬁce Construction
Cost Property equipment . Total
assets . in progress
and vehicles
Balance as at 1 January 2015 1,364 - 93 - 1,457
Additions 88 1 1 90
Disposals (2) - 9) 1) (12)
Balance as at 31 December 2015 1,450 - 85 - 1,535
Accumulated Depreciation and
Amortization
Balance as at 1 January 2015 1,188 - 68 - 1,256
Charge for the year 99 - 11 110
Disposals 3) - (8) - (11)
Balance as at 31 December 2015 1,284 - 71 = 1,355
Net book value
Balance as at 1 January 2015 176 - 25 - _201
Balance as at 31 December 2015 166 - 14 - 180
For the year ended 31 December 2014
. Office .
Cost Intangible Property equipment C_onstrucuon Total
assets . in progress
and vehicles
Balance as at 1 January 2014 1,266 96 102 - 1,464
Additions 202 - 1 104 307
Disposals _(104) (96) (10) 104 314
Balance as at 31 December 2014 1,364 — 93 - 1,457
Accumulated Depreciation and
Amortization
Balance as at 1 January 2014 1,089 8 66 - 1,163
Charge for the year 99 - 13 - 112
Disposals - (8) (11) - (19)
Balance as at 31 December 2014 1,188 _ 68 - 1,256
Net book value
Balance as at 1 January 2014 177 88 36 - 301
Balance as at 31 December 2014 176 - 25 - 201
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NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED

31 DECEMBER 2015

NOTE 10: OTHER ASSETS (in HUF million)

Derivatives qualified for hedge accounting
Current income tax receivable

Trade receivables

Prepayments and other assets

Receivables from the Hungarian Government

Provision for other assets

Total

Receivables from the Hungarian Government represecgivables from government subsidies on housing

mortgage loans.

NOTE 11:

Within one year
In HUF

In EUR
In JPY

In CHF
Total in foreign currency

Over one year

in HUF
Accrued interest
Total

From this: amounts due to OTP Bank

Interest conditions on amounts due to OTP Bankadner banks

In HUF
In foreign currency

1anwmddmbammdmwasMdmNmNQQNMeBQ

AMOUNTS DUE TO OTP BANK AND OTHER BANKS (i n HUF million)

2015

258,085

370
607

90
1,067
259,152

2015

1.24%-4.96%
0.01%-3.15%

204

36,37¢
282
77€
947
1,341
39,72¢

2014

223,663

252
9,086
63,800
73,138
296,801

2014

2.10% - 6.20%
0.02% - 4.82%
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31 DECEMBER 2015

NOTE 12: LIABILITIES FROM ISSUED SECURITIES (in HUF  million)
2015
Within one year:
In HUF 156,011
In EUR 156,560
312,571
Over one year
In HUF 207,357
In EUR 159,224
366,581
Subtotal 679,152
Accrued interest 29,10¢
Total 708,261
Issued mortgage bonds during the period (nominalkya 153,410
Mortgage bonds became due or repurchased durirgetied
(nominal value) 269,184
Interest conditions on issued securities
2015
In HUF 7.50% - 11.00%
In foreign currency 0.59% - 1.85%
A reconciliation of the face value and the amodizest is as follows:
2015
Nominal value of the issued securi 668,38:
Unamortized premiums 8,09¢
Fair value hedge adjustment 2,67¢
Amortized cost 679,152

2014

114,834
160,725
275,559

364,254
158,055
522,309

797,868

w
(&)
N
[0}
s

o¢]
%]
w0
=
N
(e]

140,671

2014

7.50% - 11.00%
1.99% - 4.08%

2014

786,615
9,244
2,009

197,868

Face value and interest of mortgage bonds issu€diT®y Mortgage Bank shall not exceed registered abamd
additional collaterals (face value and interestprigage Bank keeps record of loans, normal andtiaddl

collateral values which are shown separately. leddpnt property inspector monitors the availabilitfy
mortgage bond’s collateral values in accordancé wegulations, the registration of loans, and lesdiges as
collaterals as the normal collateral of the moregdgnds, those property register data and the rcant

additional collateral in the coverage register.

Issued securities became due in amount of HUF iomiln January, EUR 500 million in March, HUF 110
billion in May and HUF 3.2 billion in June. Mortgaghond was issued in amount of EUR 500 million in

February.

Mortgage bonds became due in amount of HUF 1.®biknd HUF 150 billion in February. Mortgage bonds

were not issued.in the first two month of 2016.
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NOTE 12: LIABILITIES FROM ISSUED SECURITIES (in HUF  million) [continued]
Issued securities denominated in HUF as at 31 Deee2015 (in HUF million)

Nominal value Interest condition

Name Date of issue Maturity in HUE million in % p.a. Hedged
0JB 2016/ 03/02/2006 03/02/2016 1,269 7.50% fixed not hedged
0JB 2016/Il 31/08/2006 31/08/2016 4,692  10.00% fixed not hedged
0JB 2016/1ll 17/02/2009 17/02/2016 150,000 10.75% fixed not hedged
0JB 2016/J 18/04/2006 28/09/2016 50 7.59% fixed not hedged
0JB 2019/ 17/03/2004 18/03/2019 31,517 9.48% fixed not hedged
0JB 2019/l 25/05/2011 18/03/2019 7,733 9.48% fixed not hedged
0JB 2020/ 19/11/2004 12/11/2020 5,503 9.00% fixed not hedged
0JB 2020/l 25/05/2011 12/11/2020 4,497 9.00% fixed not hedged
0JB 2025/1 31/07/2009 31/07/2025 150,000 11.00% fixed not hedged
Total issued securities in HUF 355,261
Unamortized premium 8,107
Fair value hedge adjustment -

Total issued securities in HUF 363,368
Accrued interest 28,415
Total in

HUF 391,783

Issued securities denominated in foreign currescgta81 December 2015 (in HUF million):

Nominal Nominal
value in  value in Interest condition

Name Date of issue  Maturity ~ Currency EX HUE in % p.a. Hedged
million million
OMB 2016/I 25/10/2013 25/10/2016 EUR 500 156,560 1.85% floating hedged
OMB 2017/1 29/01/2015 28/07/2017 EUR 500 156,560 0.59% floating hedged
Total issued securities in FX 313,120
Unamortized discount (11)
Fair value hedge adjustment 2,675
Total issued securities in FX 315,784
Accrued interest 694
Total in FX 316,478
Total 708,261

The EUR denominated mortgage bonds are being heitigéar value hedge relationship. See Note 30 for
further details of hedge accounting.
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NOTE 13: FINANCIAL LIABILITIES AT FAIR VALUE THROUG H PROFIT OR LOSS
(in HUF million)
2015 2014
Negative fair value change of derivative finanamstruments
designated as held-for-trading - 29
Total : 29
NOTE 14: OTHER LIABILITIES (in HUF million)
2015 2014
Provision for impairment off-balance sheet commitiseand
contingent liabilities 3,176 102,811
from this:on contingent liabilities due to regulatic
related to customer loahs 2,069 102,379
Fair value of derivative financial instruments dgsited as fair
value hedge 17,771 3,666
Accounts payable 1,029 924
Liabilities to customers 831 727
Accrued services 742 525
Current income tax payable 553 1,240
Deferred tax liabilities 10 309
Salaries and social security payable 9 6
Other _ 48 27
Total 24,169 110,235
NOTE 15: SUBORDINATED BONDS AND LOANS (in HUF milli on)
2015 2014
With the maturity over one year denominated in CHF 4,404 3,975

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

The CHF denominated subordinated loan is being dedg fair value relationship. See Note 30 for Hert
details of hedge accounting.

NOTE 16: SHARE CAPITAL (in HUF million)

All shares are ordinary shares with a nominal valudUF 100 thousand and are authorised and fullg.p

2015 2014
Share capital (in HUF million) 27,000 27,000

1 For more details see Note 2.15.
2 For more details (including types of derivativesg $Note 30.
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NOTE 17: RETAINED EARNINGS AND RESERVES (in HUF million)

2015 2014
Balance as at 1 January 18,771 45,146
Dividend paid - (5,097)
Net income after income ta» 18,812 (78,270)
Capital contributions from OTP Bank Plc. related to
regulations of customer loans 17,456 56,581
Other comprehensive income 216 411
Balance as at 31 December 54,823 18,771

The Bank’s retained earnings and reserves unde® lWw&e HUF 54,823 million and HUF 18,771 millionats

31 December 2015 and 2014 respectively. Retaingdngs contain the net income after income taxegte
year ended 31 December 2015 HUF 18,812 million,rdtained earnings from previous years HUF 65,448
million. During 2015 tied-up reserve was recognided to the capital contribution of OTP Bank P&lated to
regulations of customer loahns

The Bank’s reserves under Hungarian Accounting d&teds (“HAS”) were HUF 17,691 million and HUF
22,092 million as at 31 December 2015 and 2014 ectspely. These amounts include general reserve
amounting to HUF 8,314 million as at 31 Decembet520

Dividends are recognised in the period in whictytaee approved by the owners. In 2015 the Bankndicpbay
dividend. Regarding to the net income for the &5 dividend is expected to be proposed by theagement
in amount of HUF 30,960 million.

! See Note 2.15 for regulations related to custdosars.
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NOTE 18: INTEREST SUBSIDIES RELATED TO HOUSING LOAN S

During 2015 5 types of interest subsidised loanewenong OTP Mortgage Bank’s portfolio:

(0

loans granted before 16 June 2003

(ii) loans granted between 16 June 2003 and 22 Dec&ibar
(iii) loans granted between 22 December 2003 and 3Q2D0%e
(iv) loans granted after 1 October 2009

(v) loans granted after 2012

Interest subsidised loans fulfil the following catiwhs

granted for purchase, building of new propertyparchase, renovation, enlargement of existing
property

for overdue loans-disbursed before 2012 to ensuedler financial encumbrance for the debtors
maximised interest rate

interest subsidy fixed to the reference rate ofgineernment bonds or to the reference rate ofstiged
mortgage bonds

subsidy till the maturity of the loan, but maximdion 20 years.

Loans subsidised from the liability side (mortgdgad) were provided till 30 June 2009. After 1 Qeto2009
loans can be subsidised only from the asset side.

Certain interest subsidised loans at OTP MortgaaekB portfolio are acquired from OTP Bank and stegte
provides one-off payment for these. As this onepaffment is fully transferred to OTP Bank, it iegented net
in these financial statements. The one-off paymeg HUF 0.57 million and HUF 0.54 million for thears
ended 31 December 2015 and 2014.

Relevant elements of the currently available irgeseibsidised loans:

the applicants can be residents of Hungary or eassdoutside Hungary
purpose of the loan:

0 purchasing or building of new property

0 purchasing or modernisation or enlargement of psederty

0 repurchase of properties managed by Nemzeti Esez@bkZrt. (“NET Zrt.”)
in case of building or purchasing of property thélding costs or the purchase price without the
building plot price shall not exceed the amountHi§F 30 million, in case of purchase of used
properties the amount of HUF 20 million, in casenafdernisation or enlargement shall not exceed the
costs the amount of HUF 15 million
loan amount shall not exceed in case of new priggetihe amount of HUF 15 million, and in case of
used properties the amount of HUF 10 million.

The interest subsidy is determined in the per oégpvernment bonds’ yields depending on the purpiisthe
loan, and it can be granted as a maximum for 5syear

Due to the strict conditions the loan demand remamoderate. Loans granted at the end of 2015 dbid&t
7,703 million based on the conditions of 2009 atdH¥7,293 million based on conditions of 2012. Blesing
amount of the loan with the conditions of 2009 Wwté$F 5,605 million and for the conditions of 2012sndUF
70,375 million.
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NOTE 19: NET LOSS FROM FEES AND COMMISSIONS (in HUF million)
Income from fees and commissions

2015 2014
Fees and commissions relating to lending 1,627 1,491
Other 266 145
Total

1,893 1,636
Expense from fees and commissions

2015 2014
Fees and commissions relating to issued securities 139 154
Fees and commissions relating to lending 2,396 2,140
Total 2,535 2,294
Net loss from fees and commissions (642) (658)

The other fees mainly consist of the cost of sewim connection with lending activity and mortgdgend
issues, which are not directly attributable to safmissuance.

NOTE 20: OTHER ADMINISTRATIVE EXPENSES (in HUF mill ion)

2015 2014
Taxes, other than income tax:
Bank tax 8,75¢ 8,759
Credit institution's contribution 2,401 5,194
from this: credit institution's contribution bason the

escrow account loans 20¢ 2,527
Other taxes 66€ 1,314
Total taxes, other than income tax 11,82¢ 15,267
Services 40C 381
Professional fees 324 352
Rental fees 52 55
Material type expenses 21 22
Administration expenses 19 20
Advertising 1 7
Total 12,64: 16,104

Taxes, other than income taxes are Credit ingtitlgi contribution that is payable by the Bank on FHU
denominated loans having interest subsidy fromHbagarian government, bank tax and other localstara
amount of HUF 209 million was paid by the Bank esdd institution’s contribution in connection wigtscrow
account loans. Based on the approved regulatiomnvtitde amount of the exempted receivables wereebbgn
the Government, and the Bank paid 50% credit un#bit’s contribution based on these receivables.

The total amount of the bank tax is HUF 8,759 miillrecognised as an expense thus decreased tlozaterfax
base.

NOTE 21: COMPENSATION OF KEY MANAGEMENT PERSONNEL ( in HUF million)

2015 2014
Key executives (Managing Director and Deputies) 54 40
Total 54 40

The remunerations of key management personneldaabaly short-term benefits.




OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 22: INCOME TAX (in HUF million)

The Bank is presently liable for income tax atte 1@&f 19% of taxable income.
A reconciliation of the total income tax charge fioe years ended 31 December 2015 and 2014 idlas$o

2015 2014
Current tax expense 42 3,772
Deferred tax (benefit)/expense 248 (2,300)
Total income tax (benefit)/expense (206) 1472
A reconciliation of the deferred tax liability as31 December 2015 and 2014 is as follows:

2015 2014
Balance as at 1 January (309 (2,512)
Recognized in other comprehensive income as tagresqi(benefit) 51 (97)
Deferred tax benefit 24¢ 2,300
Balance as at 31 December (10) (309)
A reconciliation of deferred tax assets and lidibii as at 31 December 2015 and 2014 is as follows:

2015 2014
Fair value adjustment of available-for-sale finaheissets 51 -
Below market fair value adjustment in accordancd wi

regulations related to customer loans 1,548

Provisions 415 -
Refundable tax in accordance with Acts on Custdnoains 754 2,63C
Deferred tax assets 2,768 2,630
Effect of using effective interest rate method 52)/ (2,910)
Amortized cost of issued securities (14) (21)
Difference in depreciation and amortization (5) (5)
Fair value adjustment for available-for-sale finahassets - (3)
Deferred tax liabilities (2,778) (2,939)
Net deferred tax liabilities (10) (309)
A reconciliation of the effective tax rate as atl3dcember 2015 and 2014 is as follows:

2015 2014
Profit / (loss) before income tax 18,606 (76,798)
Income tax at statutory tax rate (19%) 3,535 (14,591)
Income tax adjustments due to permanent differeaeas

follows:

Losses related to Acts on Customer Loans (2,313) 16,594
Tax refund in accordance with Acts on Customer Isoan (755) -
Capital contribution 393 -
Other permanent differences (1,066) 531
Income tax (206) 1,472
Effective tax-rate (1.11%) (1.92%)
NOTE 23: EARNINGS PER SHARE

Earnings per share attributable to ordinary sharesdetermined by dividing Net profit for the ydar the
weighted average number of ordinary shares outistgradliring the period. The Bank has no preferemeees
and no options or other rights related to shares.

2015 2014

Net profit for the year (in HUF millior 18,812 (78,270)
Weighted average number of ordinary shares outistgnd

during the year for calculating basic EPS (numiieshare) 270,000 270,000

EPS (in HUF) basic and diluted 69.674 289.889)
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NOTE 24: FINANCIAL RISK MANAGEMENT (in HUF million)

A financial instrument is any contract that giveerto a financial asset of one entity and a fir@r@bility or
equity instrument of another entity.

Financial instruments may result in certain rigksne Bank. The most significant risks the Banlefaincludé:
24.1.  Credit risk

The Bank takes on exposure to credit risk, whictésrisk that the counter-party will be unablepy amounts
in full when due. The risk of the mortgage lendauivity is controlled and the safety is enhancgdhe legal
environment, which provides that loans can onlyektended against a specific collateral of real ergpand
with certain legal assurances.

In the treasury activity the Bank structures theelg of credit risk it undertakes by placing limits each
counter-party. Actual exposures against limitsraamitored daily.

Analysis by loan types

An analysis of the gross loan portfolio by loandgmnd financial risk classes is as follows. Théetaonsists of
only on-balance sheet items.

As at 31 December 2015
Total carrying

Loan type DPD 0-90 DPD 90-360 DPD 360+ amount
/allowance

Placements with other banks 70,570 - - 70,570
Loans to medium and large corporates 1,609 59 - 1,668
Retail loans 955,811 33,032 7,626 996,469
SME loans 2,462 7 - 2,469
Gross loan portfolio total 1,030,452 33,098 7,626 ,0r1,176
Allowance Total (10,165) (12,595) (3,134) (25,894)
Net loan portfolio total 1,020,287 20,503 4,492 19,282
Accrued interest
Placements with other banks 20
Loans 5,181
Total accrued interest 5,201
Total placements with other banks 70,590
Total loans 1,005,787
Total allowance (25,894)
Total 1,050,483

1 The management of liquidity risk related to fin@hastruments are shown in Note 29.
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NOTE 24: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
24.1.  Credit risk [continued]
Analysis by loan types [continued]

As at 31 December 2014
Total carrying

Loan type DPD 0-90 DPD90-360 DPD 360+ amount
/allowance
Placements with other banks 147,731 - - 147,731
Loans to medium and large corporates 1,984 37 32 2,053
Retail loans 1,057,360 42,210 18,012 1,117,582
SME loans 3,013 22 - 3,035
Gross loan portfolio total 1,210,088 42,269 18,044 1,270,401
Allowance Total (8,823) (12,780) (6,087) (27,690)
Net loan portfolio total 1,201,265 29,489 11,957 242,711

Accrued interest

Placements with other banks 70
Loans 6,468
Total accrued interest 6,538
Total placements with other banks 147,801
Total loans 1,129,138
Total allowance (27,690)
Total 1,249,249

Classification into risk classes

Exposures with small amountsare subject taollective valuation method, which is a simplified assessment.
The exposures subject to collective valuation metaiee classified into five valuation groups whicivea been

formed based on past due days from which thresetawere presented (A: 0-90 days past due - DPD1B:
360 DPD, C: over 360 days past due).

The Bank intends — where a great number of iterdssafficient long-term historical data is availabl¢éo apply
models on statistical basis. The impairment is Wdated according to the possibility of listing thean into
default categories examined on the base of obgast@luation criteria (delay of payment, change>afh@nge)

and the expected recovery from the collecting.hi toss of the exposure can’'t be modelled reliatitg,
impairment is determined by expert keys.

Not impaired loan portfolio

An analysis of the credit classification of the ggwalue of the loans that are not impaired, nst gae and past
due is as follows:

As at 31 December 2015

Loan type Not past due DPD 0-90 DPD 90-360 DPD 360+ Total

Loans to medium and large corporates 1,580 29 26 - 1,635
Placements with other banks 70,570 - - - 70,570
Retail loans 835,615 120,108 151 5 955,879
SME loans 2,414 47 - - 2,461
Total 910,179 120,184 177 5 1030545

29



OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 24: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
24.1.  Credit risk [continued]

As at 31 December 2014

Loan type Not past due DPD 0-90 DPD 90-360 DPD 360+ Total
Loans to medium and large corporates 1,789 49 - - 1,838
Placements with other banks 147,731 - - - 147,731
Retail loans 821,800 51,479 251 153 873,683
SME loans 2,852 68 - _ - 2,920
Total 974,172 51,596 251 153 1,026,172
Collaterals

The collateral value held by the Bank by typessisaiows ¢otal collateral value). The collaterals cover loans
as well as off-balance sheet exposures.

Types of collateral 2015 2014
Government guarantees 84,507 103,371
Mortgage 1,992,979 2,032,121
Total 2,077,486 2,135,492

The collateral value held by the Bank by typessddlows (o the extent of the exposurds The collaterals
cover loans as well as off-balance sheet exposures.

Types of collateral 2015 2014
Government guarantees 84,114 102,905
Mortgage 859,689 934,413
Total 943,803 1,037,318

Non-qualified gross loan portfolio by countries

2015 2014
Hungary 1,000,460 1,026,019
Romania 146 152
Total 1,000,606 1,026,171
Restructured loans
2015 2014
Gross portfolio Allowance Gross portfolio  Allowance
Retail loans 4,128 873 9,126 651
Total 4,128 873 9,126 651

Restructured portfolio foretail business linecontains every loan which is relevant restructuaed less than 91
days delinquent. Loan is considered as relevatructared if:
- itwas restructured in the last 12 months, or

- it was restructured more than 12 months ago, luttmnected preferential period is not expired or
expired in the last 12 months.

In case of loans that have been restructured rharednce the last restructuring is considered.
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NOTE 24: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
24.1.  Credit risk [continued]

Available-for-sale securities as at 31 December 281

Bal Not rated Total
Hungarian government bonds 11,320 100.00% - 0.00% 11,320
Total 11,320 100.00% - 0.00% 11,320
Accrued interest 337
Total 11,657

24.2. Market risk

Market risks arise from positions taken in secesitand other instruments. The Bank takes no sogmifi

exposure to market risks. Market risks are generalbnitored and controlled by the Asset and Li&pili
Management function.

24.2.1. Interest rate sensitivity analysfs

The sensitivity analysis below has been determiveexbd on the exposure to interest rates for batkadiees
and non-derivative instruments at the balance detet The analysis is prepared assuming the anobassets
and liabilities outstanding at the balance sheé¢¢ deere outstanding for the whole year. The anslygs
prepared by assuming only the adverse interesthateges. The main assumptions were as follows:

* Floating-rate assets and liabilities were repriethe modelled benchmark yields at the repriciatgs
assuming the unchanged margin compared to theeasting.

» Fixed-rate assets and liabilities were repricetth@tcontractual maturity date.

» As for liabilities with discretionary repricing feae by the Bank were assumed to be repriced with t
weeks delay, assuming no change in the margin cadpta the last repricing date.

e The assets and liabilities with interest rate lothem 0.3% assumed to be unchanged during the whole
period.

e The sensitivity of interest income to changes inBBR is analysed.

The simulation was prepared by assuming two scesiari
1. gradually decreasing HUF basic interest @& 85% (probable scenario)
2. gradually decreasing HUF basic interest @& 35% (alternative scenario)

The net interest income in a one year period afguary 1, 2016 would be decreased by HUF 152amilli
(probable scenario) and HUF 304 million (alternatbcenario) as a result of these simulation.

The effects of the parallel shifts of the yieldses to the net interest income on a one-year perésd be
summarized as follows (in HUF million):

24.2.  Market risk
24.2.1. Interest rate sensitivity analysfs[continued)]

o Effects to the net interest income in one year
Description

period
2015 2014
HUF (0.1%) parallel shift 73 (124)
EUR (0.1%) parallel shift - (7)
Total 73 (131)

1 Quantitative data on interest rate risk are shawNate 28
2 Quantitative data on interest rate risk are shawNate 28
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NOTE 24: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
24.2.  Market risk [continued]
24.2.2. Foreign exchange rate sensitivity analysis

The foreign exchange sensitivity analysis has beetermined based on the net open position, takimg i
account both balance sheet exposure and off balaheet exposure. The simulation was made on the
assumption, that the price changes happens asaffaeeent, and neither does it take into consitiengpossible
balance sheet dynamics, nor the potential increamseecrease of risk costs related to foreign exgban
denominated assets.

The total net open position of OTP Mortgage BanH.lwas an amount of HUF 11 million short on 31
December 2015, which consisted of EUR, CHF and diosure. Foreign exchange risks are not matenied s
conversion of the foreign currency denominated gegé loans to HUF.

Potential losses from the foreign exchange dendaesihaxposure are considerably low compared to ssirpl
capital.

24.3.  Equity sensitivity analysis
The Bank has no equity instruments held in 2015201a!, therefore not exposed to equity risk.
24.4.  Capital management

The primary objective of the capital managementhef Bank is to ensure the prudent operation, th&een
compliance with the prescriptions of the regulaftor a persistent business operation and maximisirey
shareholder value, accompanied by an optimal fiimgnstructure.

The capital management of the Bank includes theagwment and evaluation of the shareholder's equity
available for hedging risks, other types of funoldé recorded in the equity and all material riskbe covered
by the capital.

The basis of the capital management of the Banthénshort turn is the continuous monitoring of degital
position, in the long turn the strategic and thsiess planning, which includes the monitoring éordcast of
the capital position of the Bank.

The Bank maintains the capital adequacy requirethbyegulatory bodies and the planned risk takmagnly by
means of ensuring and developing its profitabilitycase the planned risk level of the Bank excdétdeCore
and Supplementary capital, the Bank ensures th#geptwperation by occasional measures includingtteer
of the Bank.

Capital adequacy

The capital adequacy of the Bank is superviseddasethe financial statements data prepared inrdacce
with HAS applying the directives, rulings and iratiors defined by the Basel Committee, that has bdepted
in Hungary in 2008.

The Bank has entirely complied with the regulatoeipital requirements in 2013 similar to prior years

The capital adequacy calculations of the Bank lier year 2015 are prepared based on the data efuttieed
financial statements prepared in accordance witls HFhe Bank uses the standard method for deterghthie
regulatory capital requirements of the credit @sid market risk, and the alternative standard neth@ase of
the operational risk. In 2015 the Mortgage Banldtvancy ratio is 11.35%. Regulatory capital is &64the
total required regulatory capital is 32,050.

In HUF million 2015 2014
Core capital 44 525 48,917
Supplementary capital 941 1,636

Regulatory capital 45,466 50,553
Credit risk capital requirement 29,202 36,101
Market risk capital requirement 307 42
Operational risk capital requirement 2,541 3,254

Total required regulatory capital 32,050 39,397

Surplus capital 13,416 11,156

Solvency ratio 11.35% 10.27%

1 Quantitative data on foreign exchange rate rigkshown in Note 26
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NOTE 24: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]

24.4.  Capital management [continued]
Capital adequacy [continued]
The positive components of the Core capital arddtewing:
Issued capital, Capital reserve, Tied-up resenene@l reserve, Profit reserve, Profit for the y€&eneral
risk reserve
The negative components of the Core capital aréolt@ving:
Intangible assets
The positive components of the Supplementary deagnigathe following:
Subsidiary loan capital, Subordinated loan capital

The negative components of the Supplementary daiathe following:
Part of the subordinated loan capital which shatllve considered

NOTE 25: OFF-BALANCE SHEET ITEMS AND DERIVATIVE FIN ANCIAL INSTRUMENTS
(in HUF million)
Off balance sheet items
2015 2014
Current litigations 17,470 16,465
Loan facilities 7,893 5,531
Contingent liabilities ordered by law related tstmmer loans 2,069 85,807
from this: obligation payable to OTP Faktoring Ltd. 2,069 -
from this: obligation related to application of théd-ask
exchange rate spread - 13,978
from this: obligation related to unilateral amendmef
contractual clauses - 71,829
Other contingent and future liabilities 117 4
Contingent and future liabilities total 27,549 107,807
NOTE 26: NET FOREIGN CURRENCY POSITION AND FOREIGN CURRENCY RISK
(in HUF million)
As at 31 December 2015
CHF EUR JPY Total
Asset: 39z 1,06( 601 2,05:
Liabilities (4,738) (314,207) (607) (319,552)
Off-balance sheet assets and
liabilities, net 4,424 313,120 - 317,544
Net position 78 (27) (6 45
As at 31 December 2014
CHF EUR JPY Total
Asset: 352,65! 26,23] 74,93( 453,82:
from this: loans concerned in conversion
into HUF! 339,660 25,066 74,121 438,847
Liabilities (132,26) (320,45) (13,02) (465,74
from this: provision for loans concerned
conversion into HUF (63,381) (1,136) (3,442) (68p5
Off-balance sheet assets and
liabilities, net 55,104 318,039 915 374,058
Net position 275,492 23,823 62,818 362,133

The table above provides an analysis of the Bamdin foreign currency exposures. The remainingifore
currencies are shown within ‘Others’. Whilst thenBamonitors its foreign exchange position for coiapte

with the regulatory requirements of the NBH and dimit system established in respect of limits queo

positions. The measurement of the Bank’s opendareurrency position involves monitoring the VaRiili on

the foreign exchange exposure of the Bank.

1 | oans were converted into HUF at foreign exchamgesrapplied in conversion due to Acts on Custdogers so these do not bear further
foreign currency risk or exposure.. See Note 2.15.
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NOTE 27: RELATED PARTY TRANSACTIONS (in HUF million )

27.1. Outstanding balances/Transactions due from atue to OTP Bank Plc.

27.1.1. Outstanding balances in the Unconsolidatsthtement of Financial Position related to OTP Bank
Plc.

The Bank had the following assets and liabilities drom, or due to the OTP Bank Plc.:

Assets 2015 2014
Cash, amounts due from OTP Bank 27 393
Placements with OTP Ba 70,590 147,801
Financial assets at fair value through profit avesb| - 502
Accrued receivable 16 11
Fair value hedge derivativ— positive fair valu 21,978 36,379
Liabilities 2015 2014
Amounts due to OTP Bank and other banks 270,911 296,909
Issued mortgage bonds held by OTP Bank 658,260 774,054
Accrued interest payable related to mortgage bdredd by

OTP Bank 24,095 30,677
Financial liabilities at fair value through profit loss - 29
Other liabilities due to OTBank 737 7,262
Fair value hedge derivatives — negative fair value 17,771 3,666

27.1.2. Transactions in the Unconsolidated Statemeof Recognized Income related to OTP Bank Plc.

2015 2014
Interest incom 1,09(C 497"
Interest expen: 62,85: 63,75:
Account handling fees paid to OTP Bank 15,706 3,390
Other fees and commissions relating to lendingivedefrom 135 137
OTP Bank
Other fees and commissions relating to lending pai®TP 3,882 2,99¢
Bank
One-off payments fee (0.5%) 1 1
Revenue from thvalue appraisal activity from OTP Be 127 13¢

27.1.3. Transactions of the Mortgage Bank’s loanrffolio related to OTP Bank Plc.

2015 2014
Performing loans purchased from OTP Bank 1,451 1,432
Book value of performing loans purchased from OERIB 1,453 1,440

27.2.  Outstanding balances related to key managemgpmersonnel

The management, the members of the Board of Dire@nd the Supervisory Board and their close reati
have loans of HUF 289.7 million as at 31 Decemh#t52 These loans were covered by HUF 622.1 million
mortgage.

27.3. Outstanding balances/Transactions related tmther related party?!
27.3.1. Transactions related to OTP Building Sogiettd.

2015 2014
Issued mortgage bonds held by OTP Building Sodiédy 5,359 5,392
Accrued interest payable related to mortgage bdredd by

OTP Building Society Ltd. 184 185

27.3.2. Transactions of the Mortgage Bank’s loanrffolio related to OTP Faktoring Ltd.

2015 2014
Book value of non-performing loans sold to OTP Baikig Ltd. 4,444 19,851
Selling price of the non-performing loans relatedXTP Faktoring Ltd. 3,557 15,781

The Bank has significant transactions with OTP doi) Society Ltd. and OTP Faktoring Ltd. in OTP @pp these transactions are
highlighted.
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NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 27: RELATED PARTY TRANSACTIONS (in HUF million ) [continued]

27.3.3. Further Outstanding balances/Transactionsated to other related party

2015 2014

Accruecreceivables due from other related p 21 -
Other liabilities due to other related party 29 47
Issued mortgage bonds held by OTP Fund Managentdnt L 2,550 2,565
Accrued interest payable related to mortgage bdredd by

OTP Fund Management Ltd. 93 93
Other operating income from other related party 13 8
Revenue from the value appraisal activity from OTP

Faktoring Ltd. and from other related party 142 63

Compensation of key management personnel is showote 21.

In the normal course of the business the Bank gntg¢o other transactions with the entities witkiie OTP
Group, the amounts and volumes of which are natifsignt to these financial statements taken ashalev
Only significant transactions were highlighted.

NOTE 28: INTEREST RATE RISK MANAGEMENT

Interest rate risk is the risk that the value @ihancial instrument will fluctuate due to changesnarket interest
rates. The length of time for which the rate okrest is fixed on a financial instrument, therefanelicates to
what extent it is exposed to interest rate risk.

The majority of the Bank's interest bearing asaet liabilities are structured to match either shem assets
and short-term liabilities, or long-term assets Badilities with repricing opportunities within enyear, or long-
term assets and corresponding liabilities wherécigg is performed simultaneously.

In addition, the significant spread existing betwelke different types of interest bearing assets lafbilities
enables the Bank to benefit from a high level ekitbility in adjusting for its interest rate matofiand interest
rate risk exposure.

The following table presents the interest repricitages of the Bank. Variable yield assets andliteds have
been reported in accordance with their next repgiciate. Fixed income assets and liabilities haenbreported
in accordance with their maturity.

35



NOTE 28:

OTP MORTGAGE BANK LTD.

NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

INTEREST RATE RISK MANAGEMENT [continued]

31 December 2015

ASSETS

Cash, amounts due fromnr
banks and balances with
the National Bank of
Hungary

variable interest

non-interest bearing

Placements with other banks
fixed interest
variable interest

non-interest bearing

Securities available-for-sale
fixed interest
non-interest bearing

Loans, net of allowances fo

loan losses
variable interest
non-interest bearing

Derivative financial

instruments
fixed interest

variable interest

Within 1 month within 3 months over

1 month
Foreign Foreign
HUF currency HUF currency
40 2 - -
40 2 - -
70,570 - -
70,570 - - -
222,685 175 381,016 251
222,685 175 381,016 251
- 468,428 -
- 468,428 - -

within 1 year over
3 months
Foreign

HUF currency

39,711

within 2 years over
1 year
Foreign

HUF currency

628 846,2 -
39,711 628

46,284

over 2 years

Foreign

HUF currency

11,82 -
11,320

283,963

283,963 -

Non-interest -
bearing
Foreign

HUF currency

Total
Foreign
HUF currency
40 2
40 2
70,590 -
70,570 -
20 -
11,657 -
11,320 -
337 -
978,837 1,057
973,659 1,054
5,178 3
- 468,428
- 468,428

Total

42

42

70,590
70,570

20

11,657
11,320
337

979,894
974,713
5,181

468,428

468,428
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NOTE 28:

31 December 2015

LIABILITIES

Amounts due to OTP Bank
and other banks

fixed interest
variable interest

non-interest bearing

Liabilities from issued
securities

fixed interest
variable interest

non-interest bearing

Derivative financial
instruments

fixed interest
variable interest
Subordinated bonds and
loans
fixed interest
variable interest

non-interest bearing

NET POSITION

Within 1 month

Foreign
HUF currency
83,085 1,067
13,085 1,067
70,000 -
- 315,795
- 315,795
318,683 145,538
318,683 145,538
- 4,381
- 4,381
(108,473) 1,824

within 3 months over

1 month
Foreign

HUF currency

186,759

186,759

151,260
151,260

42,997

within 1 year over 3

months
Foreign
currency

251

OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

HUF

34,991

INTEREST RATE RISK MANAGEMENT (in HUF mill ion) [continued]

within 2 years over 1
year
Foreign

HUF currency

628 45,895

over 2 years Non-interest -bearing Total
Foreign Foreign Foreign
HUF currency HUF currency HUF currency
- - - 597 - 270,441 1,067
- - - - - 13,085 1,067
- - - - - 256,759 -
- - 597 - 597 -
- 208,98 - 28,415 694 391,772 316,489
- 206,988 - - - 363,357
- - - - - - 315,795
- - - 28,415 694 28,415 694
- - - - - 3683 145,538
- - - - - 318,683
- - - - 23 - 4,404
- - - - - - 4,381
- - - - 23 - 23
- 88,295 - (23,477) (714) 80,228 1,989

Total

271,508

1215

25875
597

708,261

- 363,357

315,795
29,109

464,221

145,538 464,221

4,404

4,381
23

82,21
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NOTE 28:

31 December 2014

ASSETS

Cash, amounts due fromnr
banks and balances with
the National Bank of
Hungary

variable interest

non-interest bearing

Placements with other banks
fixed interest
variable interest
non-interest bearing
Loans, net of allowances fo
loan losses
variable interest
non-interest bearing
Derivative financial
instruments
fixed interest

variable interest

OTP MORTGAGE BANK LTD.

NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED

Within 1 month

HUF

13
13

112,480
112,480

214,693
214,693

5,245
5,245

Foreign
currency

386
386

447,164
447,164

546,013
14,355
531,658

within 3 months
over 1 month

Foreign
HUF currency
23,755 11,496
23,755 -
- 11,496
75,004 -
75,004 -
- 38,020
- 38,020

within 1 year over
3 months
Foreign

HUF

40,552
40,552

92,605
92,605

currency

162,206
162,206

31 DECEMBER 2015
INTEREST RATE RISK MANAGEMENT (in HUF mill ion) [continued]

within 2 years over
1 year
Foreign

HUF currency

- 30,34 -
30,340

over 2 years

Foreign

HUF currency
287,227

287,227 -

Non-interest -

; Total
bearing
Foreign Foreign
HUF currency HUF currency
- - 13 386
- - 13 386
69 1 136,304 11,497
- - 136,235 -
- - - 11,496
69 1 69 1
4,797 1,671 652,613 448,835
- - 647,816 447,164
4,797 1,671 4,797 1,671
- - 97,850 746,239
- - ,850 214,581
- - - 531,658

Total

399
399

147,801
13623
11,496

70

1,101,448
1,094,980
6,468

844,089
312,431
531,658
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NOTE 28:

31 December 2014

LIABILITIES

Amounts due to OTP Bank
and other banks

fixed interest
variable interest

non-interest bearing

Liabilities from issued
securities

fixed interest
variable interest

non-interest bearing

Derivative financial
instruments

fixed interest

variable interest

Subordinated bonds and
loans

fixed interest
variable interest

non-interest bearing

NET POSITION

OTP MORTGAGE BANK LTD.

NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

Within 1 month

HUF

223,663
283
223,380

44,830
14,338
30,492

63,938

Foreign
currency

9,338
9,338

158,056

158,056

275,515
5,248
270,267

3,948

3,948

546,706

within 3 months

within 1 year over 3

INTEREST RATE RISK MANAGEMENT (in HUF mill ion) [continued]

over 1 month months year
Foreign Foreign
HUF currency HUF currency HUF
- 63,800 - - -
- 63,800 - - -
9 160,725 114,755 - 155,925
9 - 114,755 - 155,925
- 160,725 - - -
37,561 - 224,329 228,668 -
37,561 - - - -
- - 224,329 228,668 -
61,189 (175,009) (205» (66,462) (125,585)

within 2 years over 1

Foreign
currency

over 2 years

Foreign
HUF currency

- - 26
- - 26
-208,398 - 34,298
208,398 - -
- - 34,298
78,829 - (29,458)

Non-interest -bearing
Foreign
HUF currency HUF

Total Total
Foreign
currency
83 223,689 73,221 296,910
- 283 73,138 73,42
- 223,380 - 223,380
83 26 83 109
983 513,385 319,764 833,149
- 479,087 - 479,087
- - 318,781 38,7
983 34,298 983 35,281
- 306,720 504,183 810,903
- 51,899 5,248 57,147
- 834, 498,935 753,756
26 - 3,974 3,974
- - 3,948 3,948
26 - 26 26
580 (05%) 305,815 148,801
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OTP MORTGAGE BANK LTD.

NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED

31 DECEMBER 2015

NOTE 29: MATURITY ANALYSIS OF LIABILITIES AND LIQUI  DITY RISK (in HUF million)

Liquidity risk is a measure of the extent to whitie Bank may be required to raise funds to meet its
commitments associated with financial instrumefite Bank maintains its liquidity profiles in accartte with

regulations laid down by the NBH.

The following tables provide an analysis of liaiés into relevant maturity groupings based onrtdreaining
period from the balance sheet date to the con@hchaturity date. It is presented under the mostig@nt
consideration of maturity dates where options payenent schedules allow for early repayment pdggsi

The contractual amounts disclosed in the matunitglyses are the contractual undiscounted cash flines
gross finance lease obligations (before deductingnte charges); prices specified in forward agergmto
purchase financial assets for cash; net amountpdgifloating/receive-fixed interest rate swaps vidiich net
cash flows are exchanged; contractual amounts texbkanged in a derivative financial instrumentvidrich

gross cash flows are exchanged; gross loan commitme

Such undiscounted cash flows differ from the amauoeciuded in the statement of financial positiorcdese the
amount in that statement is based on discounted fkass. When the amount payable is not fixed, aheount
disclosed is determined by reference to the camttiexisting at the end of the reporting period. &ample,
when the amount payable varies with changes im@exi the amount disclosed may be based on thedétree

index at the end of the period.

Within 3 Within one Within 5 Over 5 Total
As at 31 December 2015 months yearand yearsand years
over 3 over one
months year
Amounts due to OTP Bank and other banks 13,68246,067 11,759 - 271,508
Liabilities from issued securities 180,377 161,303 205,810 150,000 697,490
Other liabilities 6,389 - - - 6,389
Subordinated bonds and loans 23 - 4,381 - 4,404
TOTAL LIABILITIES 200,471 407,370 221,950 150,000 979,791
Receivables from derivative financial instrume
designated as fair value hedge - 125,248 - - 125,248
Liabilities from derivative financial instruments
designated as fair value hedge - (142,818) - - (142,818)
Negative fair value of financial instruments
designated as fair value hedge - (17,570) - - (17,570)
Negative fair value of derivative financial
instruments total - (17,570) - - (17,570)
Commitments to extend credit 225 341 7,327 - 7,893
Off-balance sheet commitments 225 341 7,327 - 7,893
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NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 29: MATURITY ANALYSIS OF LIABILITIES AND LIQUI  DITY RISK (in HUF million)
[continued]

Within 3 Within one Within 5 Over 5 Total
months yearand yearsand years

As at 31 December 2014
over 3 over one

months year

Amounts due to OTP Bank and other banks 198,1418,380 - - 296,521

Liabilities from issued securities 195,947113,243 352,706 160,000 821,896

Other liabilities 106,261 - - - 106,261

Subordinated bonds and loans 26 - 3,948 - 3,974

TOTAL LIABILITIES 500,375 211,623 356,654 160,000 1,228,652
Receivables from derivative financial instrument

classified as held for trading 31,158 - - - 31,158
Liabilities from derivative financial instrumen

classified as held for trading (31,225) - - - (31,225)
Net notional value of financial instruments

classified as held for trading (67) - - - (67)
Receivables from derivative financial instrume

designated as fair value hedge - - 125,956 - 125,956
Liabilities from derivative financial instruments

designated as fair value hedge - - (125,406) - (125,406)
Negative fair value of financial instruments

designated as fair value hedge - - 550 - 550
Negative fair value of derivative financial

instruments total (67) - 550 - 483

Commitments to extend credit 220 127 5,184 - 5,631

Off-balance sheet commitments 220 127 5,184 - 5,631
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NOTE 30: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million)

In determining the fair value of a financial asseliability the Bank in the case of instrumentatthre quoted on
an active market uses the market price. In mostscagarket price is not publicly available so theBaas to
make assumptions or use valuation techniques &rdete the fair value of a financial instrumente $éte 31
for more information about fair value classes agpfior financial assets and liabilities measurefhiatvalue in
these financial statements.

To provide a reliable estimate of the fair valuetlodse financial instrument that are originally sw@&d at
amortised cost, the Bank used the discounted dashanalysis (loans, placements with other banksmunts
due to banks, deposits from customers). The fdirevaf issued securities and subordinated bondsised on
quoted prices (e.g. Reuters, Bloomberg). Cash anduats due from banks and balances with the NBH
represent amounts available immediately thus tinevédue equals to the cost.

The assumptions used when calculating the fairevalufinancial assets and liabilities when usinguaton
technique are the following:

» the discount rates are the risk free rates relatéiode denomination currency adjusted by the appatep
risk premium as of the end of the reporting period,

e the contractual cash-flows are considered for #adopming loans and for the non-performing loans,
the amortised cost less impairment is considerddiagalue,

» the future cash-flows for floating interest ratstmments are estimated from the yield curves aheof
end of the reporting period,

» the fair value of the deposit which can be dueémadnd cannot be lower than the amount payable on
demand.

Fair value of financial assets and liabilities

2015 2014
Carrying Carrying
amount Fair value amount Fair value
Cash, due from banks and balances with the Nat
Bank of Hungary 42 42 399 399
Placements with other banks 70,590 70,590 147,801 147,801
Securities available-for-sale 11,657 11,657 - -
Financial assets at fair value through profit avesb| - - 502 502
Loans, net of allowance for loan losses 979,893 1,746,674 1,101,447 1,746,674
FINANCIAL ASSETS TOTAL 1,062,182 1,828,963 1,250,149 1,895,376
Amounts due to OTP Bank and other banks 271,508 271,508 296,909 296,909
Liabilities from issued securities 708,261 883,869 833,149 883,869
Financial liabilities at fair value through proéind
loss - - 29 29
Derivative financial instruments designated as
hedging instruments 17,771 17,771 3,666 3,666
Subordinated bonds and loans 4,404 4,404 3,975 3,975
FINANCIAL LIABILITIES TOTAL 1,001,944 1,177,552 1,137,728 1,188,448

1 The difference between the carrying amount andainevalue derived from the interest subsidiestezldo housing loans.
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NOTE 30:

Fair value of derivative instruments

FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million) [continued]

Fair value Notional value, net
2015 2014 2015 2014

Foreign exchange swaps designated as held for tradj
Positive fair value of foreign exchange swaps

classified as held for trading - 502 - 527
Negative fair value of foreign exchange swaps

classified as held for trading - (29) - (27)
CCIRS designated as fair value hedge
Positive fair value of CCIRS classified as fair

value hedge 21,978 36,379 21,872 36,037
Negative fair value of CCIRS clased as fai

value hedge (17,771) (3,666) (17,570) 550
Derivative financial assets total 21,978 36,881 21,872 36,564
Derivative financial liabilities total (17,771) (3,695) (17,570) 523
Derivative financial instruments total 4,207 33,186 4,302 37,087

Hedge accounting

The Bank regularly enters into hedging transaction®rder to decrease its financial risks. Howeseme
economically hedging transaction do not meet theerea to account for hedge accounting, therefdéresé

transactions were accounted as derivatives helaidding.

The summary of the hedging transactions of the Baalas follows:

As at 31 December 2015

Type of hedge Description of the
hedging instrument

1) Cash flow hedges -
2) Fair value hedges CCIRS
3) Net investment hedge in foreign

operations

As at 31 December 2014

Type of hedge Description of the
Hedging instrument

1) Cash flow hedges -
2) Fair value hedges CCIRS

3) Net investment hedge in foreign
operations

Fair value of the Type of the risk
hedging instrument being hedged
Interest rate

HUF 4,207 million .
foreign exchange

Fair value of the
hedging instrument

Type of the risk
being hedged

Interest rate,

HUF 32,713 million -
foreign exchange
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NOTE 30: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million) [continued]

Cash-flow hedge - Issued securities

The cash-flows of the fixed rate securities issiethe Bank are exposed to the change in the EUR/fdkign
exchange rate. The FX risk arising from this typesecurities was hedged by EUR-HUF CCIRS transastio
where the fixed EUR cash-flows were swapped todfix8JF cash-flows. The critical terms of the issued
securities and the swap transactions are matchedufity, cash-flows). The hedging transactions were
terminated as of 15 December 2008. The net gairikeorettlement of the swap transaction were redort the
cash-flow hedging reserve in the other comprehensicome. During 2014 HUF 507 million was recogdizs
income in proportion with the profit or loss impadf the hedged item to the net income.

Cash-flow hedges 2015 2014

Amount reclassified from other comprehensive incaime
profit or loss for the year - 507

Fair value hedges - Issued securities

The cash-flows of the fixed rate securities issbgdthe Bank are exposed to the change in the EUR/CH
CHF/HUF and JPY/HUF foreign exchange rate and isle of change in the risk-free interest rates ofREU
HUF. The interest rate risk and foreign exchangk related to these securities are hedged with EBIR-and
HUF-JPY CCIRS transactions, where the fixed EURIDOF cash-flows were swapped to payments linked to 3
CHF or JPY LIBOR, resulting a decrease in the ggerate and foreign exchange exposure of issuraiges.

The fair value of the hedging instruments is 3,668 million and HUF 32,606 million as at 31 DecemB615
and 2014 respectively.

As at 31 December 2015

Types of hedged instrument Types of Fair value of Fair value Gain/ loss attributable to the
hedging the hedged of the hedged risk
items item hedging
instrument hedging

instrument hedged item
Liabilities from issued securities CCIRS 268,150 15p 93 (93)
Liabilities from issued securities CCIRS 187,872 288, 1,840 (1,840)
Liabilities from issued securities CCIRS - - @72 1,267

As at 31 December 2014

Types of hedged instrument Types of Fair value of  Fair value Gain/ loss attributable to the
hedging the hedged of the hedged risk
items item hedging
instrument hedging
instrument hedged item
Liabilities from issued securities CCIRS 565,229 3,969 147 (147)
Liabilities from issued securities CCIRS 30,385 2,300 378 (378)
Liabilities from issued securities CCIRS 149,269 26,337 (2,372) 2,372

Fair value hedges — Subordinated loans

The cash-flows of the variables interest rate diosdinated loan granted to the Baarke exposed to the change
in the CHF/HUF foreign exchange rate and the riskh@nge in the risk-free interest rates of CHF,R{Uhe
interest rate risk and foreign exchange risk relaie these securities are hedged with HUF-CHF CCIRS
transaction, where the payments linked to 3 moritflBBR are swapped to payments linked to 3 month CHF
LIBOR, resulting a decrease in the interest ratkfareign exchange exposure of subordinated loan.

The fair value of the hedging instruments is 539Huillion and HUF 107 million as at 31 December 2@hd
2014 respectively.
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NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 30: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million) [continued]
Fair value hedges — Subordinated loans [continued]
As at 31 December 2015

Types of hedged Types of Fair value of Fair value of Gain/ loss attributable to the
instrument hedging the hedged item the hedging hedged risk
items instrument hedging
instrument hedged item
Subordinated loan CCIRS 4,341 539 20 (20)

As at 31 December 2014

Types of hedged Types of Fair value of Fair value of Gain/ loss attributable to the
instrument hedging the hedged item the hedging hedged risk
items instrument hedging
instrument hedged item
Subordinated loan CCIRS 3,606 107 20 (20)

Fair value hierarchy

Methods and significant assumptions used to deternfair value of the different classes of financial
instruments:

- 1stLevel: quoted prices (unadjusted) in active market identical assets or liabilities;

- 2" Level: inputs other than quoted prices includethimiLevel 1, that are observable for the asset or
liability either directly or indirectly;

- 39 Level: inputs for the asset or liability that aret based on observable market data (unobservable
inputs).

The following table shows an analysis of finandratruments recorded at fair value by level of flie value
hierarchy:

As at 31 December 2015

Total Level 1 Level 2 Level 3
Securities available for sale 11,320 11,320 - -
Positive fair value of derivative financial
instruments designated as fair value hedge 21,978 - 21,978 -
Financial assets measured at fair value total 33,89 11,320 21,978 - -
Negative fair value of derivative financial
instruments designated as fair value hedge 17,771 - 17,771 -
Financial liabilities measured at fair value total 17,771 - 17,771 -
As at 31 December 2014
Total Level 1 Level 2 Level 3
Financial assets at fair value through profit or
loss 502 - 502 -
Positive fair value of derivative financial
instruments designated as fair value hedge 36,379 - 36,379 -
Financial assets measured at fair value total 36,88 - 36,881 -
Finarcial liabilities at fair value through profit «
loss 29 - 29 -
Negative fair value of derivative financial
instruments designated as fair value hedge 3,666 - 3,666 -
Financial liabilities measured at fair value total 3,695 - 3,695 -

There were no financial assets and liabilitiesaat\alue in Level 3 respectively in 2015 and 2014.




OTP MORTGAGE BANK LTD.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS FOR TH E YEAR ENDED
31 DECEMBER 2015

NOTE 31.: RECONCILIATION OF FINANCIAL STATEMENTS PRE PARED UNDER HAS AND
FINANCIAL STATEMENTS PREPARED UNDER IFRS (in HUF mi llion)

Retained Net profit Retained
Earnings and for the year Direct Earnings and
Reserves as e ended 31 Movements or Reserves as at

1January December Reserves 31 December

2015 2015 2015

Financial Statements in accordance with HAS 22,093 83,140 (87,541) 17,692
Fair value adjustment of securities avail-for-

sale - - (267) (267)
Application of effective interest rate on direct

issuance costs of securities 109 (35) - 74
Effect of using effective intert rate method fo

loan origination fees and cost 15,316 (797) - 14,519
Fair value adjustment of derivative financial

instruments 14 (14) - -
Provision for adjustment of amortised cos

customers loans concerned with Curia Law (4,610) 4,610 - -
Provision for future losses due to derecognition

of foreign currency denominated loans (13,842) 13,842 - -
Below market fair value adjustment of custor

loans concerned with Curia Law - (8,145) - (8,145)
Effect of capital contribution received from OTP

Bank Plc. - (74,037) 74,037 -
Dividend payable for 2015 - - 30,960 30,960
Deferred taxation (309) 248 51 (10)
Financial Statements in accordance with IFRS 18,771 18,812 17,240 54,823

NOTE 32: SIGNIFICANT EVENTS DURING THE YEAR ENDED 3 1 DECEMBER 2015
Relevant transactions related to issued securities

See Note 12.

Government measures related to customer loan contcts

See Note 2.15.

NOTE 33: POST BALANCE SHEET EVENTS

Relevant transactions related to issued securities

See Note 12.

NOTE 34: THE EFFECT OF THE FINANCIAL SITUATION ON T HE BANK

The deepest point of the real estate and finaecisis was left behind, in 2015 significant increagas both in
buying and selling of real estates and in the lapplications, but this level is far beyond as isvieefore the
financial crisis. However number of constructiomefv real estate is very low.

Loan interests decreased continuously due to Idilation and interest environment which contributedthe
growth of loan demand. Market volume of mortgagenk was HUF 404.5 billion in 2015 compared to the
previous year’s volume which was HUF 276.6 billion.

In this year the government’s and the Bank’s carsition and financial resources concentrated ordéieors
with financial difficulties. The most important etent of these measurements was the conversionreffo
exchange denominated loans to HUF loans, howeverideting tendencies occurred later again. lroetance
with NBH's report in the first quarter DPD90+ debisorate decreased from 14.0 % to 10.2 %, but esalt of
the deterioration in the following quarters it ieased to 12.5 %. Furthermore the rate of free [gerpoortgage
loans decreased in the first quarter from 30.5 %&lt@ %, and then it rose to 31.3 % by the endi@fyear.
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