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

We have audited the accompanying separate financial statements (pages 2 to 52) of OTP Mortgage
Bank Ltd. for the year 2013, which separate financial statements comprise the statement of financial
position as at December 31, 2013 and the related statement of recognized and 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 Separate Financial Statements

Management is responsible for the preparation and fair presentation of these separate 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 separate 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 separate 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 separate financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the separate financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the separate 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 separate 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 separate financial statements.

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

Member of Deloitte Touche Tohmatsu Limited
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Opinion

In our opinion, the separate financial statements give a true and fair view of the financial position of
OTP Mortgage Bank Ltd. as of December 31, 2013, and its financial performance and its cash flows
for the year then ended, in accordance with International Financial Reportlng Standards as adopted by
the European Union.

Budapest, March 25,2014
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Nagyvaradiné Szépfalvi Zsuzsanna

Deloitte Auditing and Consulting Ltd.
1068 Budapest, Dézsa Gyorgy ut 84/C.
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OTP MORTGAGE BANK LTD.
SEPARATE STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2013

Cash, amounts due from banks and balances with the

National Bank of Hungary
Placements with other banks
Securities available-for-sale
Loans, net of allowances for loan losses
Property and equipment
Intangible assets
Other assets

TOTAL ASSETS

Amounts due to OTP Bank and other banks
Liabilities from issued securities

Other liabilities

Subordinated bonds and loans

TOTAL LIABILITIES

Share capital
Retained earnings and reserves

TOTAL SHAREHOLDER'S EQUITY

TOTAL LIABILITIES AND SHAREHOLDER'S

EQUITY

Budapest, 25 March 2014

(in HUF million)

Note

0V o NN A

10.
11.
12.
13.

14.
15.

2013

355
62,040
29,963

1,144,089

124

177
50,128

1,286,876
233,947
966,699

10,428
3,656

1,214,730

27,000
45,146

—12,146

Déniel Gyuris

Chief Executive Officer ,J
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2012

75,064
36,182
41,859
1,273,919
130

164
34,051

1,461,369

225,077
1,142,728
14,313
3.640

1,385,758

27,000
48,611

—15.611

s S

The accompanying notes to separate financial statements on pages 7 to 52 form an integral part 2
of these separate financial statements.




OTP MORTGAGE BANK LTD.
SEPARATE STATEMENT OF RECOGNIZED INCOME FOR THE YEA R ENDED
31 DECEMBER 2013 (in HUF million)

Note 2013 2012

Interest Income
Loans 88,154 100,124
Placements with other banks 7,977 25,150
Amounts due from banks and balances with the

National Bank of Hungary 1 51
Interest subsidy on housing loans financed by nageg

bonds 34,360 39,578

Securities available-for-sale 2,621 551
Total Interest Income 133,113 165,454
Interest Expens
Amounts due to OTP Bank and other banks 12,058 32,975
Deposits from customers 175 232
Liabilities from issued securities 74,744 83,338
Subordinated bonds and loans 143 145
Total Interest Expense 87,120 116,690
NET INTEREST INCOME 45,993 48,764
Provision for impairment on loan and placementdsss/.,17. 18,498 27,625
(Gains)/Losses on loans relating to early repayment 17. - (1,555)
NET INTEREST INCOME AFTER PROVISION

FOR IMPAIRMENT ON LOAN AND

PLACEMENT LOSSES 27,495 22,694
Income from fees and commissions 18. 1,820 1,854
Expenses from fees and commissions 18. (2,644) (3,664)
Net fees and commissions 824 (1,810)
Foreign exchange (losses)/gains, net (872) (2,335)
Gains on securities, net 9 45
Other operating income 27. (6) 5,728
Other operating expenses (2,273) 932
Net operating income 3,142 2,506
Personnel expenses 635 636
Depreciation and amortization 116 125
Other administrative expenses 19. 15,840 14,469
Other administrative expenses 16,591 15,230
PROFIT BEFORE INCOME TAX 6,938 8,160
Income tax 21. 806 727
NET PROFIT FOR THE YEAR _6.132 _1.433
Earnings per share (in HUF)

Basic and diluted 22. 22,711 27,530

The accompanying notes to separate financial stateson pages 7 to 52 form an integral part 3

of these separate financial statements.



OTP MORTGAGE BANK LTD.

SEPARATE STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED

31 DECEMBER 2013 (in HUF million)
Note

NET PROFIT FOR THE YEAR

Fair value adjustment of securities
available-for-sale 6.

Fair value adjustment of derivative financial instients
Other comprehensive income, net of income tax

NET COMPREHENSIVE INCOME

2013

6.132

(27)
430
403

The accompanying notes to separate financial stateston pages 7 to 52 form an integral part

of these separate financial statements.
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OTP MORTGAGE BANK LTD.
SEPARATE STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2013

(in HUF million)
Note 2013 2012
OPERATING ACTIVITIES
Profit before income tax 6,938 8,160
Depreciation and amortization 8. 11€ 125
Provision for impairment on loan and placementdgss 17. 18,49¢ 26,070
Provision for impairment on other assets 9. 45 3
Unrealised losses /(gains) on fair value adjustroént
derivative financial instruments 4,388 (5,442)

Net changes in assets and liabilities in operategvities:
Net changes in financial assets through comprebensi

income - 2,028
Decrease in loans, net of allowances for loarel®ss 7.;17. 111,33: 182,114
(Increase)/Decrease in other assets before progisio

for losses 9. (16,122) 56,679
Decrease in other liabilities (5,218) (10,925)
Income tax paid (697) (1,161)

Net cash provided by operating activities 119,280 257,651

INVESTING ACTIVITIES

Net (increase)/decrease in placements with othakda 5. (25,858) 44,470
Net decrease/(increase) in securities availablesdite 6. 11,862 (39,959)
Net additions to property, equipment and intangible
assets 8. (123) (110)
Net cash (used)/provided by investing activities (14,119) 4,401

FINANCING ACTIVITIES

Net increase /(decrease) in amounts due to OTP Bank

and other banks 10. 8,870 (112,173)
Cash received from issuance of securities 222,698 145,084
Cash used for repurchase and redemption of issued

securities (401,454) (203,825)
Net increase/(decrease)/ in subordinated bond$oand 13. 16 (225)
Dividend paid 15. (10,000) (16,000)
Adjustment of capital contribution received from®

Bank related to early repayment at fixed rates - (2,578)

Net cash used in financing activities (179,870) (188,717)
Net (decrease)/increase in cash and cash equivakent (74,709) 73,335
Cash and cash equivalents at the beginning of thegr 75,064 1,729
Cash and cash equivalents at the end of the year 355 75,064

Analysis of cash and cash equivalents opening &xing

balance
Cash, amounts due from banks and balances with the

National Bank of Hungary 75,064 1,729
Cash and cash equivalents at the beginning of thear 75,064 1,729

Cash, amounts due from banks and balances with the

National Bank of Hungary 4, 355 75,064
Cash and cash equivalents at the end of the year 355 75,064

The accompanying notes to separate financial stateson pages 7 to 52 form an integral part 5
of these separate financial statements.



OTP MORTGAGE BANK LTD.
SEPARATE STATEMENT OF CHANGES IN SHAREHOLDER'S EQUI TY FOR THE YEAR ENDED
31 DECEMBER 2013 (in HUF million)

Note
Balance as at 1 January 2012
Dividend paid
Net profit for the yer

Adjustment of capital contribution
received from OTP Bank related to
early repayment at fixed rates

Current tax payable recognised
directly in equity relating to
Adjustment of capital contribution
received from OTP Bank related to
early repayment at fixed rates

Other comprehensive income
Balance as at 31 December 2012
Dividend paid

Net profit for he year

Other comprehensive income

Balance as at 31 December 2013

Retained earnings

Share Capital and reserves

27,000

27,000

59,281
(16,000)

7,433

(3,183)

605
__475
48,611

(10,000)
6,132

403

(16,000)

7,433

(3,183)

75,611
(10,000)
6,132

403

The accompanying notes to separate financial stateston pages 7 to 52 form an integral part

of these separate financial statements.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

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 opesaiivo 1 February 2002.

OTP Bank is the ultimate parent of the Bank, asd #he ultimate parent of OTP Group.
These financial statements authorised for issugsoklarch 2014.
The Bank’s registered office address is Nador yBetlapest 1051.

The Bank is a specialized financial institution lwits main business being governed by Act XXX 091%n
Mortgage Lending Institutions and Mortgage Bonds.

The Bank started the operations in foreign curreinc2004 with the issuance of EUR denominated mmadiu
term mortgage bonds. In 2005, the Bank startedktene its mortgage loan portfolio with CHF denontéth
assets. In 2007, the Bank started to disburse H¥dloans. In accordance with the above-mentitavedthe
net foreign currency position must be hedged byvdgve instruments. From 2011 based on the eftéd¢he
financial crisis and the debtor’'s exposure in fgnecurrencies FX loan financing activities are gmmd with
stricter conditions. JPY loan disbursements angpsd.

The Bank employs limited staff at its head officel aise approximately 382 branches of OTP Bank estjagy

the housing loan business. Under a syndicationeaggat between OTP Bank and OTP Mortgage Bank, OTP
Bank, through its branch network, provides serviesOTP Mortgage Bank concerning the administratd

the mortgage loans, for which fees are paid by @bitgage Bank. Credit scoring and lending are peréal at

the branches of OTP Bank in accordance with thelagigns of OTP Mortgage Bank. Loans are apprdwed
OTP Mortgage Bank and OTP Bank acts for and onlbeh®TP Mortgage Bank during the conclusion of a
loan agreement. The mortgage right, along withréiséraint of transfer and encumbrance on propetyged to
secure loans is entered in the property registethiobenefit of OTP Mortgage Bank.

As the sole shareholder, OTP Bank provides findreid administrative support to the Bank. Additibyaany
short-term liquidity gaps which may arise from ttiming difference between the loan disbursements an
issuance of mortgage backed securities are gepdirhced by OTP Bank Details of related partyabaks and
transactions are summarised in Note 26 to thesadial statements.

A significant proportion of mortgage loans are exlied for periods for more than ten or fifteen yeahereas
mortgage bonds generally have a shorter maturityO(years). One reason for this mismatch was that t
interest subsidy (see Note 16 for details) on namggbonds was only for a period of up to five yeAssa result
of change in 2004, the interest subsidy regime albows mortgage bond subsidies for up to twentyge#s a
result the Bank is lengthening the average maturitits outstanding mortgage bonds to reduce tipeidity

gaps.

As at 31 December 2012 and 2013 the number andviiage number of the employees at the Bank were 40
and 38.

1.2.  Accounting

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

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

The accounting policies followed by the Bank in freparation of these financial statements confaiith
International Financial Reporting Standards (“IFRSome of the accounting principles prescribedstatutory
purposes are different from those generally recsghin international financial markets. Certainustinents
have been made to OTP Mortgage Bank’s Hungariantetg accounts (see Note 32), in order to pretimat
financial position and results of operations of OW®rtgage Bank in accordance with all standards and
interpretations approved by the International Actvg Standards Board (“IASB”), which are referredas
IFRS.

The financial statements have been prepared inr@acoe with IFRS as adopted by the European Urilos (
“EU"). IFRS as adopted by the EU do not curreniffer from IFRS as issued by the IASB, exceptgortfolio
hedge accounting under IAS 39 Financial InstrumeRézognition and Measurement (“IAS 39”) which Inas
been approved by the EU. As the Bank does not guptifolio hedge accounting under IAS 39, there Mddae
no impact on these financial statements, had it lagproved by the EU before the preparation ofetiesncial
statements.




OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

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

1.2.

Accounting [continued]

1.2.1. The effect of adopting new and revised IFR&fective from 1 January 2013

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

IFRS 13 “Fair Value Measurement”, adopted by the EU on 11 December 2012 (effedtiveannual
periods beginning on or after 1 January 2013),

Amendments to IFRS 1 “First-time Adoption of IFRS” — Severe Hyperinflation and Removal of Fixed
Dates for First-time Adopters, adopted by the EUldnDecember 2012 (effective for annual periods
beginning on or after 1 January 2013),

Amendments to IFRS 1 “First-time Adoption of IFRS” — Government Loans, adopted by the EU on 4
March 2013 (effective for annual periods beginnimgor after 1 January 2013),

Amendments to IFRS 7 “Financial Instruments: Disclesures” - Offsetting Financial Assets and
Financial Liabilities, adopted by the EU on 13 Daber 2012 (effective for annual periods beginning o
or after 1 January 2013),

Amendments to IAS 1 “Presentation of financial sta¢ments” — Presentation of Items of Other
Comprehensive Income, adopted by the EU on 5 J0&& geffective for annual periods beginning on or
after 1 July 2012),

Amendments to IAS 12 “Income Taxes™ Deferred Tax: Recovery of Underlying Assets,@dd by the
EU on 11 December 2012 (effective for annual peripelginning on or after 1 January 2013),
Amendments to IAS 19 “Employee Benefits— Improvements to the Accounting for Post-emplogime
Benefits, adopted by the EU on 5 June 2012 (effedor annual periods beginning on or after 1 Janua
2013),

Amendments to various standards “Improvements to IIRSs (cycle 2009-2011)tesulting from the
annual improvement project of IFRS (IFRS 1, IASAS 16, IAS 32, IAS 34) primarily with a view to
removing inconsistencies and clarifying wordingppied by the EU on 27 March 2013 (amendments are
to be applied for annual periods beginning on teraf January 2013),

IFRIC 20 “Stripping Costs in the Production Phase & a Surface Mine”, adopted by the EU on 11
December 2012 (effective for annual periods begigmin or after 1 January 2013).

The adoption of these amendments to the existamysirds has not led to any changes in the Entig¢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 tcetisting
standards and interpretations issued by IASB aogtad by the EU were in issue but not yet effective

IFRS 10 “Consolidated Financial Statements’ adopted by the EU on 11 December 2012 (effedtive
annual periods beginning on or after 1 January 014

IFRS 11 “Joint Arrangements”, adopted by the EU on 11 December 2012 (effedtveannual periods
beginning on or after 1 January 2014),

IFRS 12 “Disclosures of Interests in Other Entities, adopted by the EU on 11 December 2012
(effective for annual periods beginning on or aftefanuary 2014),

IAS 27 (revised in 2011) “Separate Financial Stateents”, adopted by the EU on 11 December 2012
(effective for annual periods beginning on or aftefanuary 2014),

IAS 28 (revised in 2011) “Investments in Associateand Joint Ventures”, adopted by the EU on 11
December 2012 (effective for annual periods begigmin or after 1 January 2014),

Amendments to IFRS 10 “Consolidated Financial Stataents”, IFRS 11 “Joint Arrangements” and
IFRS 12 “Disclosures of Interests in Other Entities — Transition Guidance, adopted by the EU on 4
April 2013 (effective for annual periods beginnioig or after 1 January 2014),

Amendments to IFRS 10 “Consolidated Financial Statments”, IFRS 12 “Disclosures of Interests in
Other Entities” and IAS 27 (revised in 2011) “Sepaate Financial Statements’— Investment Entities,
adopted by the EU on 20 November 2013 (effectiweafinual periods beginning on or after 1 January
2014),

Amendments to IAS 32 “Financial instruments: presetation” — Offsetting Financial Assets and
Financial Liabilities, adopted by the EU on 13 Daber 2012 (effective for annual periods beginning o
or after 1 January 2014),




OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

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

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

- Amendments to IAS 36 “Impairment of assets”- Recoverable Amount Disclosures for Non-Financial
Assets, adopted by the EU on 19 December 2013cfaféefor annual periods beginning on or after 1
January 2014),

- Amendments to IAS 39 “Financial Instruments: Recogition and Measurement”

— Novation of Derivatives and Continuation of Hedecounting, adopted by the EU on 19 December
2013 (effective for annual periods beginning omafter 1 January 2014).

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

- IFRS 9 “Financial Instruments” and subsequent amendments (effective date wasehdetermined),

- IFRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or mfteJanuary
2016),

- Amendments to IAS 19 “Employee Benefits”- Defined Benefit Plans: Employee Contributions
(effective for annual periods beginning on or afteluly 2014),

- Amendments to various standards “Improvements to IRSs (cycle 2010-2012)tesulting from the
annual improvement project of IFRS (IFRS 2, IFRIFRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38)
primarily with a view to removing inconsistenciesdaclarifying wording (amendments are to be applied
for annual periods beginning on or after 1 July4201

- Amendments to various standards “Improvements to IRSs (cycle 2011-2013)tesulting from the
annual improvement project of IFRS (IFRS 1, IFRSFRS 13 and IAS 40) primarily with a view to
removing inconsistencies and clarifying wording @dments are to be applied for annual periods
beginning on or after 1 July 2014),

- IFRIC 21 “Levies” (effective for annual periods beginning on or afteJanuary 2014).




OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the megion of the accompanying financial statemenis ar
summarized below:

2.1. Basis of presentation

These financial statements have also been prepager the historical cost convention with the exicepof
certain financial instruments, which are recordefh value. Revenues and expenses are recordibe jperiod
in which they are earned or incurred.

The presentation of financial statements in confiyrwith IFRS requires management of the Bank tckena
estimates and assumptions that affect the repartezlints of assets and liabilities and disclosureoatingent
assets and liabilities as at the date of the filmrgtatements and their reported amounts of resgrand
expenses during the reporting period. Actual resattuld differ from those estimateButure changes in
economic conditions, business strategies, regylagmuirements, accounting rules and other factoutd result
in a change in estimates that could have a materjact on future financial statements.

2.2. Foreign currency translation

Monetary assets and liabilities denominated inifprecurrencies are translated into HUF at excharages
quoted by the National Bank of Hungary (“NBH") akthe 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 exchandesgar losses are recorded to the Statement of gRéxed
Income.

2.3. Securities and other financial assets

The Bank classifies its financial assets into tbHo¥ing categories: held for trading, held-to-nréttu and

available-for-sale. Securities that are acquiradggally for the purpose of generating profit fraghort-term
fluctuations in price are classified as securitiek for trading. Investments in financial assethér than those
which meet the definition of loans and receivablegh fixed maturity that the management has theressed
intention and ability to hold to maturity are cldiesl as held-to-maturity. Investments intendedbéoheld for an
indefinite period of time, which may be sold in pease to needs for liquidity or changes in interagts, are
classified as available-for-sale.

The Bank had no securities classified as heldréating or held-to-maturity as at 31 December 20182012.
2.3.1. Securities available-for-sale

Investments in securities are accounted for ontideseent date basis and are initially measuredamtvialue.
Available-for-sale investments are measured atespbent reporting dates at fair value. Unrealiseidsgand
losses on available-for-sale financial instrumemtsrecognized directly in equity, unless suchlale-for-sale
security is part of an effective fair value hedg§ach gains and losses will be reported when rehirsprofit and
loss for the applicable period. Interest receivemimf available for sale securities are recognisedntesest
income in the Separate Statement of Recognizedriac&uch securities consist of bonds issued byNBid
and the Hungarian Government as at 31 December. 2013

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

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 comparedhi® notional value of the contract. The derivatiinancial
instruments used include interest rate forwarda@psagreements and currency forward or swap agrasraed
options. These financial instruments are used kyBank to hedge interest rate risk and currencysxes
associated with its transactions in the financiafkeats.

10



OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

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

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 nide appropriate. OTP Bank adopts multi curve atin
approach for calculating the net present value utfiré cash flows — based on different curves used f
determining forward rates and used for discounpogposes. It shows the best estimation of suchvalére
deals that are collateralised as OTP Bank has alafiasf its open derivative transactions collatised.

Changes in the fair value of derivative financiastruments that do not qualify for hedge accounting
recognized in profit or loss and included in thatSment of Recognized Income for the period. Alivadgives
are carried as assets when fair value is positidess liabilities when fair value is negative.

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

Changes in the fair value of derivatives that a¥sighated and qualify as fair value hedges andptttate to be
highly effective in relation to the hedged riske aecorded in the separate statement of recoginizethe along
with the corresponding change in fair value of kieglged asset or liability that is attributable he specific
hedged risk. The ineffective portion of the hedgeclarged directly to the separate statement afgrezed
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 qudlifie
effective.

Changes in fair value of derivatives that are desigd and qualify as the effective portion of tlastc flow
hedges and that prove to be highly effective iatieh to hedged risk are recognized in other cotrgmsive
income. Amounts deferred in equity are transfeteetthe separate statement of recognized incomelasdified
as revenue or expense in the periods during whiethedged assets and liabilities affect the sepatatement
of recognized income for the period. The ineffeetelement of the hedge is charged directly to dpamsate
statement of recognized income.

Certain derivative transactions, while providindgeefive economic hedges under the Bank’s risk memmegt
policy, do not qualify for hedge accounting undwee specific rules of IAS 39 (Recognition and Measugnt)
and are therefore treated as derivatives heldréaling with fair value gains and losses chargedctliy to the
separate statement of recognized income.

2.4. Offsetting

Financial assets and liabilities may be offset #nednet amount is reported in the statement ofifiia position
when the Bank has a legally enforceable right ta#ehe recognised amounts and the transactiomigended
to be reported in the statement of financial positin a net basis.

The Bank does not offset any financial assets avadh¢ial liabilities.
2.5. Embedded derivatives

Sometimes, a derivative may be a component of eowd financial instrument that includes a hosttian
and a derivative (the embedded derivative) effgctiash-flows or otherwise modifying the charactmssof the
host instrument. An embedded derivative must bearséged from the host instrument and accounted $oa a
separate derivative if, and only if:

- The economic characteristics and risks of the enhbedlerivative are not closely related to the
economic characteristics and risks of the hostrectt

- A separate financial instrument with the same tea:mithe embedded derivative would meet the
definition of a derivative as a stand-alone insteatnand

- The host instrument is not measured at fair oréasured at fair value but changes in fair value are
recognised in other comprehensive income.

The Bank has not had embedded derivatives in 26d3ra2012.

11



OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued]
2.6. Loans and allowance for loan losses

Loans are presented at amortized cost, net of allow for loan losses, including accrued interese direct
cost and revenue related to the lending, whichpara of the effective interest rate, is includedhie amortized
cost and amortized over the term of the loansréstas accounted using effective interest ratéhowbto interest
income earned on the amortized cost of the loans.

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

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

Due to the composition of the loan portfolio, tharnR does not have loans which are individually igicgmt.
The impairment is recorded on portfolio basis bamethe type of the loans, overdue days, histopoabability
of default and incurred losses.

Write-offs are generally recorded after all reasd@aestructuring or collection activities havedalkplace and
the possibility of further recovery is consideredoe remote. The loan is written off against tHateel account
“Provisions for impairment on loan and placemessts” in the Statement of Recognized Income. If¢ason
for provisioning is no longer deemed appropriate,redundant provisioning charge is released mtorme.

2.7. Liabilities from issued securities

Issued mortgage bonds are measured at amortizédTdues costs related to their issuance is incluiethe
amortized cost of the issued securities and ansattwer the term of the securities. Mortgage bardsissued
based on the total amount of property pledged Hateml to the Bank and recorded in the Bank'datetal
register.

2.8. Property, equipment and intangible assets

Property, equipment and intangible assets aredstdteost, less accumulated depreciation and aratigh and
impairment, if any. The depreciable amount (booki@dess residual value) of the non-current assrist be
allocated over their useful lives. Depreciation angbrtization are computed using the straight4method over
the estimated useful lives of the assets baseeofollowing annual percentages:

Intangible assets

Software 33.3%

Property rights 33.3%
Property 6%
Office equipment and vehicles 14.5-33.3%

Depreciation and amortization on properties, eqeipnand intangible assets starts on the day whem assets
are placed into service. At each balance sheet tlaeBank reviews the carrying value of its tategiand
intangible assets to determine if there is anydaiion that those assets have suffered an impairtoss. If

such indication exists, the recoverable amounhefasset is estimated to determine the extennyif af the
impairment loss. Where it is not possible to estarthe recoverable amount of an individual as$et,Bank
estimates the recoverable amount of the cash-gamgmanit to which the asset belongs. Where theyoay

value of property, equipment, other tangible fixasbets and intangible assets is greater than theaesd

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

2.9. Interestincome and interest expense

Interest income and expenses are recognised int mofoss in the period to which they relate, gsitne
effective interest rate method. Interest from loand deposits are accrued on a daily basis. Interesme and
expenses include relevant transaction costs andrtfzetisation of any discount or premium betweeniftfitial
carrying amount of an interest-bearing instrumemt &s amount at maturity calculated on an effectivterest
rate basis.The Bank recognises interest income \thessumes that the interest associated withréresaction
will flow to the Bank and the amount of the reveraan be reasonably measured. All interest inconte an
expense arising from loans, placements with otla@k$, securities available-for-sale and amountstdu@TP
Bank and other banks, liabilities from issued siies; subordinated bonds and loans are presemtger these
lines of the financial statements. Any fees reagige paid related to the origination of the loaa an integral
part of the effective interest rate and revenugd®gnized with the effective interest rate thatatly discounts
the estimated future cash receipts through theategdife of the financial instrument to the netrgang amount
of the financial asset.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued)]
2.10. Fees and Commissions

Fees and commissions are recognised using effeictigsest method referring to provisions of 1AS 3&hen
they relate and have to be included in the amattsest model. Certain fees and commissions thatate
involved in the amortised cost model are recognisethe separate statement of recognised incomaron
accrual basis based on IAS 18.

2.11. Income tax

The annual taxation charge is based on the taxbpayander Hungarian fiscal law, adjusted for deferr
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 k&fing
purposes, measured at the tax rates that are exipecapply when the asset is realised or thelitalg settled,
based on tax rates that have been enacted attihefdhe balance sheet. Deferred tax assets eognmized by
the Bank for the amounts of income taxes that amowverable in future periods in respect of dedietib
temporary differences as well as the carry forwafrdinused tax losses and the carry forward of whuae
credits.

2.12. Government subsidies

The Bank receives subsidies from the Hungarian orent designed to compensate for the differenbedsm
the amount of interest charged to the customeh Buerest being capped by legislation, and ther@st charge
on the issued mortgage bonds. Such subsidies Endatad on a monthly basis, are applicable overlifie of
the loan and are recognized among interest incontbe Statement of Recognized Income in the petidod
which they relate.

2.13. Statement of Cash Flows

For the purposes of reporting cash flows, cashcasth equivalents include cash, amounts due frorksband
balances with the NBH. Cash flows from hedging\étitis are classified in the same category asttha being
hedged. The unrealized gains and losses from éimslaition of monetary items to the closing foreggechange
rates and unrealized gains and losses from derés/éifiancial instruments are presented net in tageBient of
Cash-Flows for the monetary items which were beégwgluated.

2.14. Segment reporting

The Bank’s main operation is mortgage lending taireustomers in Hungary, and the related valygraipal
services. The management believes that the Bantaigsein a single business and geographical segimkeat
segment reporting is disclosed at consolidated ievithe OTP Bank’s consolidated financial stateteeRrom
2011 the loan financing activity is widened witkatoportfolio from OTP Bank Romania. The significaatt of
the total loan portfolio is from Hungary.

2.15. Fixing of the exchange rate for calculatinthe monthly instalments, escrow account loan contii

According to modified terms and conditions, contra€ fixed exchange rate escrow account loan can be
concluded for 60 months or until the last instalingue before 30 June 2017 the latest. Closing kiasebeen
changed in 2013 to unlimited. The fixed exchandesravere modified and set at 180 HUF/CHF, 250 HURRE
and 2.5 HUF/JPY. For the difference between thediand the actual spot exchange rate, banks pravide
special purpose HUF denominated mortgage loan r@@saccount loan”). Escrow account loan is pai¢HlnF
guaranteed by the state during the fixed exchamage period. During the fixed exchange rate periog t
Hungarian Government is refunding credit institniche full proportion of monthly instalments ofaié FX
mortgage loans above the fixed exchange rate,dtutore than the highest exchange rate (270 HUF/GA4E
HUF/EUR, and 3.3 HUF/JPY). Credit institutions atdiged to off-set 50% of the refunded amount —nepeed
receivable — for the year of 2012 by paying it backhe state as credit institutions’ contribution.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued)]
2.15. Fixing of the exchange rate for calculatinghe monthly instalments, escrow account loan contia
[continued]

The Government guarantees the escrow accountliddtihg the fixed exchange rate period; subsedydhé
guarantee applies to 25% of the escrow accountase of utilising of state guarantee credit instins are
obliged to pay contribution.

Regarding the fact that the expected number ofadeltho concluded escrow account loan contracivis OTP
Bank decided not to utilise the state guarantee.

An analysis of main figures related to escrow accaiti loan construction at OTP Mortgage Bank:

2013 2012
Number of escrow account loans (number of loans) 168 23,817
Number of new contracts made after 1 April 2012h{bar of contracts) 31,340 23,324
Gross value of escrow account loans (in HUF mn) 82,4 831
Gross amount of fixed FX loans (in HUF mn) 223,206 187,606

An analysis of the effect of escrow account loan dmancial statement at OTP Mortgage Bank:

2013 2012
Loss on interest from fixed exchange rate refurgethe State 4,002 824
Contribution paid to the State (50%) 2,001 412

Those debtors were not allowed to enter into theroes account loan program who complied one of the
following conditions or all of them:

a) the total value of the loan exceeded HUF 20 milbiconclusion of FX loan contract
b) delinquency of debtor more than 90
¢) debtor is participating in payments facilitatingpgram.

Based on the amendment of Act approved on 5 NoveR@13 the conditions above were cancelled.

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

The presentation of financial statements in confgravith IFRS requires the management of the Banknake
judgement about estimates and assumptions thatt dffe reported amounts of assets and liabilitied the
disclosure of contingent assets and liabilitieatathe date of the financial statements and tlegiorted amounts
of revenues and expenses during the reporting ¢hed@tual results could differ from those estimates
Significant areas of subjective judgement include:

Impairment on loans and placements

The Bank regularly assesses its loan portfolio ifopairment. Management determines the adequacy of
allowances based upon reviews of individual loamd placements, recent loss experience, currento@aion
conditions, the risk characteristics of the vari@masegories of loans and other pertinent factoossiclering
received collaterals and guarantees.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

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

2013 2012
Cash on hand - -
Amounts due from banks and balances with the NBH:
Within one year
In HUF 250 101
In foreign currency 105 74,963
355 75,064
Accrued interest - 9
Total 355 15,064
From this: amounts due from OTP Bank 336 75,061
Compulsory reserve 15 20
Rate of the compulsory reserve 2% 2%

The main amount of cash due from banks shows tlea&a of the nostro accounts placed at OTP Bark i
336 million and HUF 75,061 million as at 31 DecemB613 and 2012, respectively. The remaining ansunt
represent the balances of the Bank’s clearing atqaaced at the NBH.

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

NOTE 5: PLACEMENTS WITH OTHER BANKS (in HUF million )
Within one year 2013 2012
in HUF 20,000 350
in CHF 8,918 6,752
in EUR 31,232 27,381
in JPY 1,849 1,670
Total in foreign currency 41,999 35,803
61,999 36,153
Accrued interest 41 29
Total 62,040 36,182
From this: amounts due from OTP Bank 61,999 36,153
Interest conditions on placements with other banks 2013 2012
in HUF 3.00%-9.00% 4.80%-9.00%
in foreign currency 0.88%-4.24% 1.90%-5.44%
Average interest of placements with other banks 2013 2012
in HUF 3.36% 7.40%
in EUR 1.17% 2.85%
in CHF 0.88% 3.22%
in JPY 1.59% 3.71%
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 6: SECURITIES AVAILABLE-FOR-SALE (in HUF milli on)
2013 2012
Bonds issued by the NBH 29,963 39,940
Hungarian Government bonds - 1,773
29,963 41,713
Accrued interest - 146
Total 29,963 41,859

The whole portfolio was denominated in HUF as att&kcember 2013 and 2012. NBH bonds are pledged as
additional collateral of issued mortgage bondsahkaial sources derived from mortgage bonds issueithgl
2013 were used partially for lending activity, frothe remaining amount invested into short term debt
instruments.

Interest conditions and the remaining maturityexdisities available-for-sale can be analysed dgvist

2013 2012
Within five years, fixed interest 29,963 41,713
Interest condition on interest-bearing securitieslable-for-sale - 6.75%

The valuation of the securities available-for-saées as follows as at 31 December 2013:

2013
Cost Fair value
Bonds issued by the NBH 29,963 29,963
Total 29,963 29,963

The valuation of the securities available-for-sabes as follows as at 31 December 2012:

2012
Cost Fair value
Bonds issued by the NBH 39,919 39,940
Hungarian Government bonds 1,761 1,773
Total 41,680 41,713
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 7: LOANS, NET OF ALLOWANCES FOR LOAN LOSSES (in HUF mi llion)
2013
Short-term loans (within one year)
in HUF 44,578
in CHF 316
in EUR 38
in JPY -
in foreign currency 354
44,932

Long-term loans (over one year)

in HUF 619,819

in CHF 398,184

in EUR 28,672

in JPY 78,408

in foreign currency 505,264
1,125,083

Loans Gross Total 1,170,015
Provision for impairment (32,977)
Accrued interest 7,051
Total 1,144,089

2012

48,230

266

3

269
48,499

B = LA\

648,060

475,293
31,682
109,298
616,273
1,264,333

1,312,832
(44,384)
5,471

1,273,919

A significant part of the loans above are mortgkgms for housing. The loans have collateral redifin the
public property register in favour of OTP MortgaBank. Such loans and their collateral are inclubgtethe
Bank’s register and mortgage bonds can be issued tiys registered amount. The remaining parthefloans
are real estate development loans given to indalidarmers that work in the agro-industry. Reahtstand

arable land can be accepted as collateral of thess.

Interest conditions on loans, net of allowanceldan losses:

2013
Loans denominated in HUF with the maturity over gaar 5%-21.12%
Average interest rate of mortgage loans denomirniatéateign
currency for housing purposes
CHF 8.76%
EUR 8.01%
JPY 5.84%
Average interest rate of mortgage loans denominatéamteign
currency for free purposes
CHF 10.00%
EUR 8.94%
JPY 5.71%
Average interest rate of real estate developmemisio
HUF 10.28%
EUR 6.69%

OTP Mortgage Bank Ltd. only provides loans with ¢higinal maturity over one year.

2012

5%-22.21%

8.76%
8.01%
5.85%

10.00%
8.94%
5.71%

10.84%
6.68%
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 7: LOANS, NET OF ALLOWANCES FOR LOAN LOSSES (in HUF mi llion) [continued]

An analysis of the loan portfolio by type, befotlmaances for loan losses, is as follows:

2013 2012
Mortgage loans 1,164,007 99.49% 1,305,899 99.47%
SME loans 3,662 0.31% 4,189 0.32%
Loans to medium and large corporates 2,346 0.20% 2,744 0.21%
Total 1.170,015 100.00% 1,312,832  100.00%

An analysis of the change in the provision for iimmp&nt on loan losses is as follows:

2013 2012
Balance as at 1 January 44,384 72,913
Provision for the year 48,977 67,540
Provision released for the year (60,384) (96,069)
Balance as at 31 December 32,977 44,384

The Bank sells non-performing loans without receuas estimated fair value to an OTP Group memb&R O
Factoring Ltd.

NOTE 8: PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS ( in HUF million)
For year ended 31 December 2013

Intangible Office Construction
Cost 9 Property equipment ; Total

assets . in progress
and vehicles

Balance as at 1 January 2013 1,159 93 129 15 1,396
Additions 226 3 22 5 256
Disposals (119) _- (49) (20) 188
Balance as at 31 December 2013 1,266 96 102 _- 1,464
Accumulated Depreciation and
Amortization
Balance as at 1 January 2013 995 7 100 - 1,102
Charge for the year 100 1 15 116
Disposals (6) _- (49) - (55)
Balance as at 31 December 2013 1,089 _8 _66 _- 1,163
Net book value
Balance as at 1 January 2013 164 86 29 15 294
Balance as at 31 December 2013 177 88 36 _- 301
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 8: PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS
(in HUF million) [continued]

For year ended 31 December 2012

Intangible O_ffice Construction
Cost Property equipment : Total
assets . in progress
and vehicles
Balance as at 1 January 2012 1,069 93 120 22 1,304
Additions 179 - 28 21 228
Disposals (89) - (19 (28) 136
Balance as at 31 December 2012 1,159 93 129 15 1,396
Accumulated Depreciation and
Amortization
Balance as at 1 January 2012 886 5 104 - 995
Charge for the year 109 2 14 125
Disposals - - (18) _- (18)
Balance as at 31 December 2012 995 L 100 = 1,102
Net book value
Balance as at 1 January 2012 183 88 _16 22 309
Balance as at 31 December 2012 164 86 _29 15 294
NOTE 9: OTHER ASSETS (in HUF million)
2013 2012

Derivatives qualified for hedge accounting 43,672 22,776
Receivables from the Hungarian Government 3,833 99,0
Trade receivables 1,309 2,366
Current income tax receivable 736 1,442
Prepayments and other assets 637 382

50,187 34,065
Provision for other assets (59) (14)
Total 50,128 34,051

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

! For more details (including types of derivativesg $lote 29.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 10: AMOUNTS DUE TO OTP BANK AND OTHER BANKS
(in HUF million)
2013 2012
Within one year
In HUF 186,267 122,624
In EUR - 74,279
In JPY 14,380 27,752
In CHF 33,076 -
Total in foreign currency 47,456 102,031
233,723 224,655
Accrued interest 224 422
Total 233,947 225,077
From this: amounts due to OTP Bank 233,723 225,077

Interest conditions on amounts due to OTP Bankadiher banks

2013 2012
In HUF 2.20% - 4.59% 6.25% - 6.25%
In foreign currency 0.82% - 4.86% 2.17% - 5.42%
NOTE 11: LIABILITIES FROM ISSUED SECURITIES (in HUF million)
2013 2012
Within one year:
In HUF 13,790 106,248
In EUR 133,610 217,572
147,400 323,820
Over one year
In HUF 483,015 496,323
In EUR 300,033 279,557
783,048 775,880
Subtotal 930,448 1,099,700
Accrued interest 36,251 43,028
Total 966,699 1,142,728
Issued mortgage bonds during the period (nominakya 146,400 258,558
Mortgage bonds became due or repurchased durinuetied
(nominal value) 325,523 279,525
Interest conditions on issued securities
2013 2012
In HUF 7.50% - 11.00% 6.72% - 12.00%
In foreign currency 2.12% - 4.24% 3.19% - 5.44%
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 11: LIABILITIES FROM ISSUED SECURITIES (in HUF million) [continued]
A reconciliation of the face value and the amodizest is as follows:

2013 2012
Nominal value of the issued securi 915,856 1,086,299
Unamortized premiums 10,735 12,253
Fair value hedge adjustment 3,857 1,148
Amortized cost 930,448 1,099,700

Face value and interest of mortgage bonds issu€dTiB®y Mortgage Bank shall not exceed registered abamd
additional collaterals (face value and interesthrigage Bank keeps record of pledges, normal addiaal
collateral values which are shown separately. Iaddpnt coverage supervisor monitors the availgbdit
mortgage bond’s collateral values in accordancé wégulations, the registration of pledges as tbemal
collateral of the mortgage bonds, those propertyster data and the normal and additional collaterahe
coverage register.

Issued securities denominated in HUF as at 31 Deee@013 (in HUF million)

Name Date of Maturity Nominal \_/Qlue in Inter_est conditions  Hedged
issue HUF million (in% p.a.)

0JB 2014/I 14/11/2003 12/02/2014 13,500 8.00%«edi not hedged
0JB 2014/ 17/09/2004 17/09/2014 129 8.69% fixed not hedged
0JB 2015/I 10/06/2005 10/06/2015 3,243 7.70% edix not hedged
0JB 2015/Il 17/05/2012 17/05/2015 110,000 9.00%edf hedged
0JB 2015/ 28/01/2005  28/01/2015 111 8.69% fixed not hedged
0JB 2016/I 03/02/2006  03/02/2016 1,269 7.50% edix not hedged
0JB 2016/l 31/08/2006  31/08/2016 4,692 10.00%xed not hedged
0JB 2016/l 17/02/2009 17/02/2016 150,000 10.75¢%ked not hedged
0JB 2016/J 18/04/2006  28/09/2016 173 7.59% fixed not hedged
0JB 2019/I 17/03/2004  18/03/2019 31,517 9.48%edi not hedged
0JB 2019/ 25/05/2011 18/03/2019 7,733 9.48% edix not hedged
0JB 2020/I 19/11/2004 12/11/2020 5,503 9.00% dfixe  not hedged
0JB 2020/Il 25/05/2011 12/11/2020 4,497 9.00% edix not hedged
0JB 2025/I 31/07/2009  31/07/2025 150,000 11.00%kedf not hedged
Total issued securities in HUF 482,367
Unamortized premium 10,798
Fair value hedge adjustment 3,640
Total issued securities in HUF 496,805
Accrued interest 34,782
Total in HUF 531,587
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2013

NOTE 11: LIABILITIES FROM ISSUED SECURITIES (in HUF million) [continued]

Issued securities denominated in foreign currescgt881 December 2013 (in HUF million):

Date of
issuance

OMB 2014/I 15/12/200415/12/2014
OMB 2014/11 02/08/201110/08/2014
OMB 2015/I 30/08/201206/03/2015
OMB 2016/ 25/10/20125/10/2016

Name

Total issued securities in FX
Unamortized discount

Fair value hedge adjustment
Total issued securities in FX
Accrued interest

Total in FX

Total

Maturity Currency

EUR
EUR
EUR
EUR

Nominal
value in
FX million
200
250
510
500

Nominal value Interest conditions
(in% p.a.)

in HUF million

59,382
74,228
151,424
148,455

433,489
(63)
217
433,643

1,469

4.00%
3.23%
4.24%
2.12%

Hedged

fixed not hedged
floating hedged
floating hedged
floating hedged

The EUR denominated mortgage bonds are being henlgér value hedge relationship. See Note 29 for

further details of hedge accounting.

NOTE 12: OTHER LIABILITIES (in HUF million)

Accrued services
Deferred tax liabilities

Provision for impairment off-balance sheet commitiseand

contingent liabilities
Current income tax payable

Fair value of derivative financial instruments dgsited as fair

value hedgk
Liabilities to customers
Accounts payable
Salaries and social security payable
Other

Total

! For more details (including types of derivativesg $lote 29.

2013

2,699
2,512

1,625
1,127

848
845

2012

3,282
2,309

51
212

6,646
978
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 13: SUBORDINATED BONDS AND LOANS (in HUF milli on)

2013 2012

With the maturity over one year denominated in CHF 3,656 3,640

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

NOTE 14: SHARE CAPITAL (in HUF million)

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

2013 2012
Share capital (in HUF million) 27,000 27,000
NOTE 15: RETAINED EARNINGS AND RESERVES (in HUF mil lion)

2013 2012
Balance as at 1 January 48,611 59,281
Dividend paid (10,000) (16,000)
Net income after income ta> 6,132 7,433
Guarantee for early repayment at fixed exchangssrat - (3,183)
Current tax receivables on early repayment - 605
Other comprehensive income 403 475
Balance as at 31 December 45,146 48,611

The Bank’s retained earnings and reserves unded Ww&e HUF 45,146 million and HUF 48,611 millionats
31 December 2013 and 2012 respectively. Retainedngs contains the net income after income tareshie
year ended 31 December 2013 in HUF 6,132 milliba,legal reserves and the retained earnings frewiqars
years in HUF 29,354 million. Other reserves contaggative fair value adjustment on Cash-Flow hedges
HUF 507 million and HUF 1,038 million as at 31 Ded®er 2013 and 2012 respectivély.

The Bank’s reserves under Hungarian Accounting dtais (“HAS”) were HUF 29,423 million and HUF
28,857 million as at 31 December 2013 and 2012espely. These amounts include legal reserves atiay
to HUF 9,988 million and HUF 9,421 million respeelly. The legal reserve is not available for disition.

Dividends are recognised for in the period whichyttare approved by the owners. In 2013 the Band pai
dividend of HUF 10,000 million from the profit ofi¢ year 2012. In 2014 dividend of HUF 5,097 milliare
expected to be proposed by the management froprdti¢ of the year 2013.

1 For further information about differences betwéem Bank’s reserves under HAS and IFRS see Note 30.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 16: INTEREST SUBSIDIES RELATED TO HOUSING LOAN S

During 2012 5 types of interest subsidised loanewenong OTP Mortgage Bank’s portfolio:

(i)

loans granted before 16 June 2003

(ii) loans granted between 16 June 2003 and 22 Dec&@bar
(i) loans granted between 22 December 2003 and 32D@%:
(iv) loans granted after 1 October 2009

(v) loans granted after 2012

Interest subsidised loans fulfil the following catimhs

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

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

interest subsidy fixed to the reference rate ofgtneernment bonds or to the reference rate ofstheged
mortgage bonds

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

Certain interest subsidised loans at OTP MortgagiekB® portfolio are acquired from OTP Bank and s$tete

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 paynvead HUF 1.8 million and HUF 2.1 million for the ysa
ended 31 December 2013 and 2012.

Relevant elements of the currently available irgeseibsidised loans:

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

0 purchasing or building of new property

0 purchasing or modernisation or enlargement of psederty

0 purchasing of mortgaged properties with overduetgage loan or with cancelled loan

0 purchasing of smaller property owned by debtor$ witerdue loan

0 conversion of overdue FX mortgage loan
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 casexafdernisation or enlargement shall not exceed the
costs the amount of HUF 15 million
loan amount shall not exceed in case of new prigzetihe 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 oégbvernment bonds’ yields depending on the puepds
the loan, and it can be granted as a maximum j&abs.

Due to the strict conditions the loan demand remanoderate. Loans granted at the end of 2013 aho&t
7,623 million based on the conditions of 2009 at$FH.8,761 million based on conditions of 2012. Blesing
amount of the loan with the conditions of 2009 W# 6,873 million and for the conditions of 2012sAdUF
18,132 million.
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OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2013

NOTE 17: PROVISION FOR IMPAIRMENT ON LOAN AND PLACE MENT LOSSES
(in HUF million)
Provision for impairment on loan losses
2013 2012
Provision for the year 48,977 67,540
from this: provision on impairment on loan lossekted to early
repayment - -
Release of provision (60,384) (96,069)
from this: release of provision on loan losses tedbto early
repayment - (31,937)
Loan losses 29,905 54,599
from this: provision on impairment on loan lossekted to early
repayment - 30,382
Provision for impairment on loan losses 18,498 26,070
from this: provision on impairment on loan lossekted to early
repayment - (1,555)
Losses from early repayment recognizing in inteiregstme from loans - 104
Total loss on loans related to early repayment 18,498 (1,451)
NOTE 18: NET LOSS FROM FEES AND COMMISSIONS (in HUF million)
Income from fees and commissions
2013 2012
Fees and commissions relating to lending 1,496 1,563
Other 324 291
Total
1.820 1.854
Expense from fees and commissions
2013 2012
Fees and commissions relating to issued securities 330 318
Fees and commissions relating to lending 2,314 3,346
Total 2,644 3.664
Net loss from fees and commissions 824 (1,810)

The other fees mainly consist of the cost of sewim connection with lending activity and mortgdgmnd
issues, which are not directly attributable to sefissuance.
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31 DECEMBER 2013

NOTE 19: OTHER ADMINISTRATIVE EXPENSES (in HUF mill ion)

2013 2012

Taxes, other than income tax:

Bank tax 8,759 8,254
Credit institution's contribution 5,174 4,030
from this: credit institution's contribution based the

escrow account loans 2,001 412

Other taxes 1,207 1,484
Total taxes, other than income tax 15,140 13,768
Services 386 391
Professional fees 201 198
Rental fees 56 55
Material type expenses 33 35
Administration expenses 21 21
Advertising 3 1
Total 15,840 14,469

Taxes, other than income taxes are Credit ingtitlgi contribution that is payable by the Bank on FHU
denominated loans having interest subsidy fromHbiagarian government, bank tax and other localsafa
amount of HUF 2,001 million was paid by the Bankaasdit institution’s contribution in connection tivi
escrow account loans. Based on the approved reguldte whole amount of the exempted receivables we
borne by the Government, and the Bank paid 50%tdresditution’s contribution based on these reabies.

The total tax amount is HUF 8,759 million recogudiges an expense thus decreased the corporatesaxTize
tax is based on the total assets of the Bank &&ldbecember 2009, adjusted with certain items. ri€iizd
institutions are obliged to pay the bank tax uailundetermined date of ceasing.

The amount of the bank tax payable in 2013 woultHibé& 8,759 million and was paid in four equal ihstants
until 10th of the last month of every quarter ofLl3Gs well as in 2012.

NOTE 20: COMPENSATION OF KEY MANAGEMENT PERSONNEL ( in HUF million)

2013 2012
Key executives (Managing Director and Deputies) 30 38
Total 30 38

The remunerations of key management personneldaabaly short-term benefits.
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31 DECEMBER 2013

NOTE 21.: INCOME TAX (in HUF million)
The Bank is presently liable for income tax atte & 19% of taxable income.

A reconciliation of the total income tax charge floe years ended 31 December 2013 and 2012 idlasgo

2013 2012
Current tax expense/(benefit) 697 1,161
Deferred tax (benefit)/expense 109 (434)
Total income tax expense/(benefit) 806 27

A reconciliation of the deferred tax liability as31 December 2013 and 2012 is as follows:

2013 2012
Balance as at 1 January (2,309) (2,631)
Recognized in other comprehensive income as tagresg (94) (112)
Deferred tax (expense)/benefit (109) 434
Balance as at 31 December (2,512) (2,309)
A reconciliation of deferred tax liabilities as3t December 2013 and 2012 is as follows:

2013 2012
Effect of applying effective interest rate method 2,465) (2,230)
Amortized cost of issued securities (32) (56)
Fixed assets (16) a7
Fair value adjustment for available-for-sale finahassets - (6)
Deferred tax liabilities (2,512) (2,309)
Net deferred tax liabilities (2,512) (2,309)
A reconciliation of the effective tax rate as atB3dcember 2013 and 2012 is as follows:

2013 2012
Profit/Loss before income taxes 6,938 8,160
Tax at statutory income tax rate (19% ) 1,318 1,551
Permanent differences due to income tax (512) (822)
Other permanent differences - (2)
Income tax expense/(benefit) 806 127
Effective tax-rate 11.62% 8.91%
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31 DECEMBER 2013

NOTE 22: EARNINGS PER SHARE (in HUF million)

Earnings per share attributable to ordinary sharesietermined based by dividing Net profit for ylear by the
weighted average number of ordinary shares outstgriiring the period. The Bank has no preferemezes
and no options or other rights related to shares.

2013 2012
Net profit for the yee 6,132 7,433
Weighted average number of ordinary shares outstgnd
during the year for calculating basic EPS (numifeshare) 270,000 270,000
EPS (in HUF) basic and diluted 22,711 27,530
NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)

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

Financial instruments may result in certain riskshie Bank. The most significant risks the Banlefaincludé:
23.1. Creditrisk

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

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

Y The management of liquidity risk related to fin@hinstruments are shown in Note 30.
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]

23.1.  Credit risk [continued]
Analysis by loan types

An analysis of the gross loan portfolio by loangg@and financial risk classes is as follows. Tietaonsists of
only on-balance sheet items.

As at 31 December 2013
Total carrying

Loan type DPD0-90 DPD 90-360 DPD 360+ amount
/allowance
Loans to medium and large corporates 2,265 81 - 2,346
Placements with other banks 61,999 - - 61,999
Retail loans 1,096,981 50,159 16,867 1,164,007
SME loans 3,615 46 1 3,662
Gross loan portfolio total 1,164,860 50,286 1&68 1,232,014
Allowance Total (12,661) (15,122) (5,194) (32,977
Net loan portfolio total 1,152,199 35,164 11,674 1,199,037

Accrued interest

Placements with other banks 41
Loans 7,051
Total accrued interest 7,092
Total placements with other banks 62,040
Total loans 1,177,066
Total allowance (32,977)
Total 1,206,129

As at 31 December 2012
Total carrying

Loan type DPD 0-90 DPD 90-360 DPD 360+ amount
/allowance
Loans to medium and large corporates 2,710 34 - 2,744
Placements with other banks 36,153 - - 36,153
Retail loans 1,221,061 61,454 23,383 1,305,899
SME loans 4,150 40 - 4,189
Gross loan portfolio total 1,264,073 61,528 283 1,348,985
Allowance Total (19,205) (18,128) (7,051) (44,383)
Net loan portfolio total 1,244,868 43,401 183 1,304,602

Accrued interest

Placements with other banks 29
Loans 5,471
Total accrued interest 5,500
Total placements with other banks 36,182
Total loans 1,318,303
Total allowance (44,383)
Total 1,310,102
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]

23.1.  Credit risk [continued]

Classification into risk classes

Exposures with small amounts (retail and SME sgaoe subject to collective valuation method whisha
simplified assessment.

As of 31 December 2011, the classification and inmpant methodology of the retail exposures — whacé
assessed using the collective valuation methods-changed. According to the currently applied metthagy,
the incurred loss of the different homogenous pafns is determined using historical loss expegemodels
instead of the old method which was using expeysk&he currently applied incurred loss percentagese
determined based on these models.

Instead of the earlier used risk classes, thraegatiain groups have been formed based on past gise(4a0-90
days past due - DPD, B: 91-360 DPD, C: over 365 gmst due). The three new groups do not matchhgne
one to the earlier used risk classes, the compasiti the classes has changed due to the differgatia.

The consequence of the methodology change ishhdbans, which has higher collateral value bettedoans
are provided less than by using the previous metlogg, and the loans with less collateral haveanagal more
provision than in the previous model. The allocataf the impairment of the loans is more appropridghe
currently applied model gives a more accurate inmpant amount.

When applying the individual evaluation method, theurred loss of each item is determined basedhen
consideration of all of the following criteria:

« the credit rating of the customer or the partrigg: ftnancial position, stability and income-genirgt
capacity affected by the financial or investmentiee and issuer of the security, and any changes
thereto;

e compliance with the rules of repayment (delay)agiglin the repayment of the loan principal and its
interests;

« the country risk relating to the customer (bothtpall and transfer risks) and any changes thereto;

» the value of collaterals, their liquidity and acgibgity, and any changes therein;

» the transferability and liquidity of the exposut@se market conditions of supply and demand, the
available market prices and participation in tharsholders™ equity of the issuer in proportionhe t
investment);

« the future payment obligation recognized as adosing from the exposure.

Not impaired loan portfolio

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

As at 31 December 2013

Loan type DPD 0-90 DPD 90-360 DPD 360+ Total

Loans to medium and large corporates 2,158 5 - 2,163
Placements with other banks 61,999 - - 61,999
Retail loans 869,052 393 48 869,493
SME loans 3,481 - _ - 3,481
Total 936,690 398 48 937,136
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
23.1.  Credit risk [continued]

Not impaired loan portfolio [continued]

As at 31 December 2012

Loan type DPD 0-90 DPD 90-360 DPD 360+ Total

Loans to medium and large corporates 2,632 - - 2,632
Placements with other banks 36,153 - - 36,153
Retail loans 907,869 425 49 908,343
SME loans 4.009 2 - 4,011
Total 950,663 427 49 951,139

The total off-balance sheet liabilities connectedtthe lending activity by risk classes are as foles:

As at 31 December 2013

Total off-
Loan type balance sheet
items
Carrying value 4,851
Provision for impairment (1,444)
Net value 3,407
As at 31 December 2012
Total off-
Loan type balance sheet
items
Carrying value 3,515
Provision for impairment (2)
Net value 3,513

Collaterals

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

Types of collateral 2013 2012
Government guarantees 117,419 138,976
Mortgage 2,009,338 2,437,745
Other - 5,044
Total 2,126,757 2,581,765

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

Types of collateral 2013 2012
Government guarantees 116,881 138,368
Mortgage 973,775 1,104,448
Other - 4,054
Total 1,090,656 1,246,870
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]

23.1.  Credit risk [continued]

The fair value of collaterals related to past duebut not impaired loans

An analysis of the fair value of collaterals rethte past due, but not impaired loans to totalatetial value and
to the extent of the exposures as at 31 DecemBde} 20d 2012 is as follows:

Types of collateral (total collateral value) 2013 @2
Retail loans 111,503 137,815
Corporate loans 166 1,579
SME loans 354 2,147
Total 112,023 141,541
Types of collateral (to the extent of the exposurgs 2013 2012
Retail loans 66,756 74,409
Corporate loans 65 861
SME loans 116 1,176
Total 66,937 76,446

The above collaterals are only related to on baaheet exposures.

Non-qualified gross loan portfolio by countries

2013 2012
Hungary 936,984 959,215
Romania 152 191
Total 937,136 959,406
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
23.1.  Credit risk [continued]

Forborne loans

2013 2012
Gross portfolio Allowance Gross portfolio  Allowance
Retail loans 16,483 1,784 22,642 2,597
Total 16,483 1,784 22,642 2,597

Forborne portfolio forretail business lineincludes each relevant forborne loan with less tBandays of
delinquency. The following cases are considere@l@yant forborne:
- forbearance occurred in the past year or
- forbearance occurred earlier than the past yeatheugrace period belonging to the forbearance is
not yet or in the past year expired.
- Housing loans are not considered as forborne wdietin state protection program.
In case of several forbearance events last om&kéntinto consideration.

Forborne portfolio forcorporate / SME business linencludes each relevant forborne loan with less tBan
days of delinquency. The following cases are carsid as relevant forborne:
- irrespective of forbearance date permanent renattedirs in the amount of principal
- forbearance occurred in the past year or earlem the past year but the grace period belonging to
the forbearance is not yet or in the past yearregmnd:
o remittal of interest occurred (remittal of payalierest payment, reducing the level of
interest) or
0 rescheduling the interest payment (suspending fherdst payment, capitalizing the
interest) or
o0 rescheduling the principal payment (suspendingptiecipal payment, rescheduling the
instalment, prolongation).
Other modifications of contract are not consideasdorborne which are not included above (i.e. arge of
collateral, amending aim of loan etc.). In casseferal forbearance events last one is taken orisideration.

Financial instruments by rating categories

Available-for-sale securities as at 31 December 281

Baa2 Not rated Total
NBH bonds 29,963 100.00% - 0.00% 29,963
Total 29,963 100.00% - 0.00% 29,963
Accrued interest -
Total 29,963
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]
23.2. Market risk

Market risks arise from positions taken in secesitend other instruments. The Bank takes no sogmifi
exposure to market risks. Market risk generallynittwed and controlled by the Asset and Liability
Management function.

23.2.1. Interest rate sensitivity analysfs

The sensitivity analysis below has been determbeeskd on the exposure to interest rates for baitiadizes
and non-derivative instruments at the balance steget The analysis is prepared assuming the anob@assets
and liabilities outstanding at the balance shed¢ aeere 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 reprigethe modelled benchmark yields at the repriciatgesl
assuming the unchanged margin compared to theclasting.

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

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

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

The simulation was prepared by assuming two scesiari
1. continuously decreasing HUF basic interest t@t2% (probable scenario)
2. continuously decreasing HUF basic interest tatl.5% (alternative scenario)

The net interest income in a one year period aftgary 1, 2014 would be decreased by HUF 307omilli
(probable scenario) and HUF 460 million (alternatbcenario) as a result of these simulation.

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

Effects to the net interest income in one year

Description period

2013 2012
HUF (0.1%) parallel shift (76) (82)
EUR (0.1%) parallel shift (58) -
EUR 0.1% parallel shift - (18)
Total (134) (64)

23.2.2. Foreign exchange rate sensitivity analy$is

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

The total net open position of OTP Mortgage BanK.Lwas an amount of HUF 2.4 billion short on 31
December 2013, which consisted of EUR, CHF and é6sure. Considering the volatilities estimatethat
given reference date (5.5%, 5.6% and 12.0% resdgli we assumed a +/- 6.4%, 6.6% and 13.9% sticek
for a one quarter long time horizon, which is egigwnt to the estimated VaR of the price distributiBased on
this, the following profit or loss impact was estited.

! Quantitative data on interest rate risk are shawNate 27
2 Quantitative data on foreign exchange rate rigkshown in Note 27
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]

23.2.3 Foreign exchange rate sensitivity analysis(HUF million) [continued]

2013 2012
Price change - + Price change - +
EUR 6.4% 7.7 (8.2) 13.6% (0.4) 0.4
CHF 6.6% (132.2) 141.1 13.8% 200.5 (230.1)
JPY 13.9% (40.4) 46.4 15.1% _49.1 (57.1)
Total (164.8) 1793 249.2 (286.8)

It has a negative impact on the Statement of Résedrincome of the Bank when HUF weakens againgt ke
currencies. Compared to 2012, the main reason ofedsing of the loss is due to the decreasing dorei
currency volatility. At the same time, it has to jpeinted out, that potential loss is marginal coregdato the
regulatory capital of the Bank.

23.3.  Equity sensitivity analysis

The Bank has no equity instruments held in 20132042, therefore not exposed to equity risk.

23.4. Capital management

The primary objective of the capital managementhaf Bank is to ensure the prudent operation, thieen
compliance with the prescriptions of the regulator a persistent business operation and maximisireg
shareholder value, accompanied by an optimal fimgnstructure.

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

The basis of the capital management of the Bantkénshort turn is the continuous monitoring of atgital
position, in the long turn the strategic and thsibess planning, which includes the monitoring fordcast of
the capital position of the Bank.

The Bank maintains the capital adequacy requirethéyegulatory bodies and the planned risk takiadnly by
means of ensuring and developing its profitabilitycase the planned risk level of the Bank excdétfeCore
and Supplementary capital, the Bank ensures thgeptwoperation by occasional measures includingreer
of the Bank.
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NOTE 23: FINANCIAL RISK MANAGEMENT (in HUF million)  [continued]

23.4.  Capital management [continued]

Capital adequacy

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

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

The capital adequacy calculations of the Bank ffier year 2013 are prepared based on the data efutlieed
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 noeth@ase of
the operational risk. In 2012 the Mortgage Banlk/ency ratio is 11,39%. Surplus capital is 58,4t total
required regulatory capital is 41,037.

In HUF million 2013 2012
Core capital 56,422 55,856
Supplementary capital 2,179 2,893
Deductions a77) (164)

Regulatory capital 58,424 58,585
Credit risk capital requirement 37,528 41,965
Market risk capital requirement 203 165
Operational risk capital requirement 3,306 2,606

Total required regulatory capital 41,037 44,736

Surplus capital 17,387 13,849

Solvency ratio 11.39% 10.48%

The positive components of the Core capital arddhewing:
Issued capital, Capital reserve, Tied-up resenene@al reserve, Profit reserve, Profit for the y&eneral
risk reserve, Retained earnings, Profit for ther yea

The negative components of the Core capital aréotteving:
Intangible assets

The positive components of the Supplementary daguitathe following:
Subsidiary loan capital, Subordinated loan capital

The negative components of the Supplementary daiahe following:
Part of the subordinated loan capital which shatlbe considered

Deductions are deductions due to Pt&B/estments and deductions due to limit breaches.

! pIBB: Financial Institutions, Investing Enterprisésurance Companies
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NOTE 24: OFF-BALANCE SHEET ITEMS AND DERIVATIVE FIN ANCIAL INSTRUMENTS
(in HUF million)

Off balance sheet items

2013 2012
Current litigations 16,040 118
Loan facilities 3,406 3,515
Other contingent and future liabilities - 5
Contingent and future liabilities total 19,446 3.638

Derivative financial instruments

The Bank has certain swap and forward transactiwhg;h are qualified as hedging instrument basedhen
Bank’s risk management policy. However these fir@ninstruments are not qualified as hedging insent
based on IAS 39, therefore the Bank qualified thdesévative financial instruments as held for tragiand fair
value adjustment is recognised directly in theeStent of Recognized Income.

The Bank maintains strict control limits on net npierivative positions, i.e. the difference betwgemnchase
and sale contracts, by both amount and term. Attamg the amount subject to credit risk is limitedthe
current fair value of instruments that are favoleab 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 obtleall lending limits with customers, togethethwpotential
exposures from market movements.

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 aftgr the trade date) or at a forward date éatht occurs
more than two days after the trade date). The natiamount of these contracts does not represenadtual
market or credit risk associated with these cotdrac

Foreign currency contracts can be used by the Bamiisk management and trading purposes. The Baridk
management foreign currency contracts were usdtktlye against exchange rate fluctuations on loads a
advances to credit institutions denominated ini§greurrency.

Foreign exchange swaps and interest rate swaps

The Bank enters into foreign-exchange swap anddsterate 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 exchamge or more payments calculated with referendixéd or
periodically reset rates of interest applied topacgic notional principal amount (the base of ih&rest
calculation). Notional principal is the amount upehich interest rates are applied to determinepidngment
streams under interest rate swaps. Such notiomadipal amounts are often used to express the wlofithese
transactions but are not actually exchanged bettfeenounterparties. The Bank’s interest rate swaps used
for management of interest rate exposures and e accounted for at mark-to-market fair value.
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NOTE 24: OFF-BALANCE SHEET ITEMS AND DERIVATIVE FIN ANCIAL INSTRUMENTS
(in HUF million) [continued]

Derivatives [continued]

Cross-currency interest rate swap

The Bank enters into cross-currency interest rat@ps(CCIRS) transactions which have special atteigui.e.
the parties exchange the notional amount at thinbieg and also at the maturity of the transacti®pecial

types of these deals are the mark-to-market CCR€ements. At this kind of deals the parties —cicoadance
with the foreign exchange prices — revalue theomaii amount during lifetime of the transaction.

NOTE 25: NET FOREIGN CURRENCY POSITION AND FOREIGN CURRENCY RISK
(in HUF million)

As at 31 December 2013

CHF EUR JPY Total
Assets 374,482 60,781 76,821 512,084
Liabilities (38,156) (435,063) (14,835) (488,054)
Off-balance sheet assets and
liabilities, net (333,907) 374,107 (61,626) (21,426)
Net position 2419 (175) 360 2,604
As at 31 December 2012
CHF EUR JPY Total
Assets 442,623 134,913 105,477 683,013
Liabilities (6,109) (574,822) (28,415) (609,346)
Off-balance sheet assets and
liabilities, net (437,562) 439,848 (77,088) (74,802)
Net position (1,048) (61) (26) _(1,135)
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NOTE 26: RELATED PARTY TRANSACTIONS (in HUF million )
26.1. Outstanding balances/Transactions due from atue to OTP Bank Plc.
26.1.1. Outstanding balances in the Separate Staehof Financial Position related to OTP Bank Plc.

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

Assets 2013 2012
Cash, amounts due from OTP Bank 336 75,061
Placements with OTP Bank 61,999 36,153
Accrued receivables 16 10
Fair value hedge derivatives — positive fair value 43,672 22.776
Liabilities 2013 2012
Amounts due to OTP Bank and other banks 233,047 225,077
Fair value hedge derivatives — negative fair value 848 6,646
Other liabilities due to OTP Bank 2,959 15,688
Issued mortgage bonds held by OTP Bank 840,057 083,954
Accrued interest payable related to mortgage bdwdd by

OTP Bank 31,616 38,068
26.1.2. Transactions in the Separate Statement e€E&jnized Income related to OTP Bank Plc.

2013 2012

Interest income 7,978 10,636
Interest expense 85,721 93,514
Account handling fees paid to OTP Bank 5,808 6,106
Other fees and commissions relating to lending pai®TP

Bank 2,671 1,618
Gains from mortgage bond repurchase - 5,683
Other operating income - 10
One-off payments fee (0.5%) 2 2
Revenue from the value appraisal activity from (Bdhk 145 158

26.1.3. Transactions of the Mortgage Bank’s loanrgfolio related to OTP Bank Plc.

2013 2012
Performing loans purchased from OTP Bank 1,351 2,260
Book value of performing loans purchased from OERIB 1,350 2,259

26.2. Outstanding balances related to key managemntgoersonnel

The management, the members of the Board of Dire@nd the Supervisory Board and their close ralati
have loans of HUF 473.7 million as at 31 Deceml&32 These loans were covered by HUF 1,165.3 millio
mortgage.

26.3. Outstanding balances/Transactions related twther related party*
26.3.1. Transactions related to OTP Building Sogiéitd.

2013 2012

Issued mortgage bonds held by OTP Building Sodi&ty 5,424 17,618
Accrued interest payable related to mortgage bdwdd by

OTP Building Society Ltd. 185 380

The Bank has significant transactions with OTP &@ndy Society Ltd. and OTP Factoring Ltd. in OTP @vpthese transactions are
highlighted.
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NOTE 26: RELATED PARTY TRANSACTIONS (in HUF million ) [continued]
26.3. Outstanding balances/Transactions related tother related party [continued]

26.3.2. Transactions of the Mortgage Bank’s loanrgfolio related to OTP Factoring Ltd.

2013 2012
Book value of non-performing loans sold to OTP Being Ltd. 45,102 29,108
Selling price of the non-performing loans relatedXTP Factoring Ltd. 36,560 22,046
26.3.3. Further Outstanding balances/Transactiorslated to other related party
2013 2012
Accrued receivables due from other related party 53 8
Other liabilities due to other related party 983 11
Issued mortgage bonds held by OTP Fund Managenént L 2,581 2,596
Accrued interest payable related to mortgage bdwdd by
OTP Fund Management Ltd. 93 93
Other operating income from other related party 13 10
Revenue from the value appraisal activity from OTP
Factoring Ltd. and from other related party 63 158

Compensation of key management personnel is showoie 22.

In the normal course of the business the Bank griteo other transactions with the entities wittlie OTP
Group, the amounts and volumes of which are natifségnt to these financial statements taken ashalev
Only significant transactions were highlighted.

NOTE 27: INTEREST RATE RISK MANAGEMENT

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

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

In addition, the significant spread existing betwéle different types of interest bearing assets labilities
enables the Bank to benefit from a high level ekibility in adjusting for its interest rate matobiand interest
rate risk exposure.

The following table presents the interest reprioilages of the Bank. Variable yield assets andliies have
been reported in accordance with their next repgiciate. Fixed income assets and liabilities haenbreported
in accordance with their maturity.
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NOTE 27: INTEREST RATE RISK MANAGEMENT (in HUF mill ion) [continued]
within 2 years over 1
year
Foreign
currency

within 1 year over 3

months
Foreign
currency

within 3 months
over 1 month
Foreign

currency

Within 1 month over 2 years

Foreign
currency

31 December 2013 Non-interest -bearing
Foreign

currency

Foreign

ASSETS
currency

HUF HUF HUF HUF HUF HUF

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

Hungary 250

250

non-interest bearing - - - - - -

105 - - - - - - - - -

variable interest 105 -

41,999 - - - - - - - - 21
41,999 - - -

20,000
20,000

Placements with other banks
fixed interest
variable interest - - - - R

non-interest bearing - - - -

29,963 - - - - - - - - - -
29,963 - - - - - -

Securities available-for-sale
fixed interest
variable interest - - - - R

non-interest bearing - - - - - -

Loans, net of allowances for

loan losses 246,174 - 5,412 1,639

246,174 - - -
5,412 1,639

47,153 -
47,153 -

250,806
250,806

475,711
475,711

84,482 -

84,482 - 32,712 -

variable interest
non-interest bearing - - - - - -

Derivative financial

instruments - 98,089 159,356 - - - - -

fixed interest - - - - 98,089 159,356 - - - - - -
157,708 - 75,989 - - - - -

157,708 -

variable interest -

Total
Foreign
HUF currency
250 105
250 105
20,021 42,019
20,000 41,999
21 20
29,963 -
29,963 -
666,739 477,350
661,327 475,711
5,412 1,639
98,089 393,053
98,089 159,356
- 233,697

41

Total

355
355

62,040
61,999

41

29,963
29,963

1,144,089
1,137,038
7,051

491,142
257,445
233,697



NOTE 27:

31 December 2013

LIABILITIES

Amounts due to OTP Bank
and other banks

fixed interest
variable interest
non-interest bearing
Liabilitie_s_ 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

HUF

186,267
287
185,980

114,752

Foreign
currency

47,456
47,456

148,298

148,298

158,512

158,512

3,632

3,632

317,625

within 3 months
over 1 month
Foreign

HUF

13,487
13,487

70,995

OTP MORTGAGE BANK LTD.
NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2013

within 1 year over 3
months
Foreign

currency HUF currency
226,026 131 59,336
- 131 59,336
226,026 - -
133,844 - 155,962
133,844 - 155,962
(283,881) Bl (55,942)

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

within 2 years over 1
year

HUF

423,
117,823

(85,111)

over 2 years

Foreign
HUF currency

(119,173)

Non-interest -bearing

Foreign
HUF currency
167 57
167 57
34,782 1,469
34,782 1,469
- 24
- 24
(29,516) 109

Total

HUF

186,434
287
185,980
167

7,088

Foreign
currency

47,513
47,456

57

435,129
59,336
374,324
1,469

448,318

Total

233,947
47,743
185,980
224

966,69

556,124

3743
34,25

448,318

448,318 448,318

3,656

3,632
24

(22,089)
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3,656

3,632
24

74,969



NOTE 27:

31 December 2012

ASSETS

Cash, amounts due from
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
variable interest
non-interest bearing
Loans, net of allowances for
loan losses
variable interest
non-interest bearing
Derivative financial
instruments
fixed interest
variable interest

NOTES TO SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED

INTEREST RATE RISK MANAGEMENT (in

Within 1 month

Foreign
HUF currency
101 74,963
101 74,963
350 35,803
350 35,803
41,713 -
41,713 -
263,691 577,713
263,691 577,713

within 3 months
over 1 month
Foreign

HUF currency

62,915
62,915

- 469,825

- 469,825

OTP MORTGAGE BANK LTD.

31 DECEMBER 2013

within 1 year over 3
months
Foreign

HUF currency

- 135,749

135,749

101,360
101,360

HUF mill ion) [continued]

within 2 years over 1
year
Foreign

HUF currency

over 2 years

HUF

146,748
146,748

Foreign
currency

Non-interest -bearing

Foreign
HUF currency
- 29
- 29
146 -
146 -
3,335 2,136
3,335 2,136

Total
Foreign
HUF currency
101 74,963
101 74,963
350 35,832
350 35,803
- 29
41,859 -
41,713 -
146 -
694,070 579,849
690,735 577,713
3,335 2,136
101,360 469,825
101,360 -
- 469,825

43

Total

5,064
75,064

36,182
36,153

29

41,859
41,713

146

1,288,91
1,268,448
5,471

571,185
101,360
469,825
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31 DECEMBER 2013

NOTE 27: INTEREST RATE RISK MANAGEMENT (in HUF mill ion) [continued]
31 December 2012 Within 1 month within 3 months within 1 year over 3 within 2 years over 1 over 2 years
over 1 month months year
LIABILITIES Foreign Foreign Foreign Foreign Foreign
HUF currency HUF currency HUF currency HUF currency HUF currency

Amounts due to OTP Bank

and other banks 122,624 102,031 - - - - - - -
fixed interest 37,244 27,752 - - - - - - -
variable interest 85,380 74,279 - - - - - - -

non-interest bearing - - - - - - - -

Liabilities from issued

securities 8,547 - - 439,005 97,468 - 13,378 58,166 483,136
fixed interest - - - - 97,468 - 13,378 58,166 483,136
variable interest 8,547 - - 439,005 - - - - -

non-interest bearing - - - - - - - - -
Derivative financial
instruments - 86,718 - 468,337 - - - - -
fixed interest - - - - - - - -
variable interest - 86,718 - 468,337 - - - - -
Subordinated bonds and
loans - 3,616 - - - - - - -
fixed interest - - - - - - - -
variable interest - 3,616 - - - - - R
non-interest bearing - - - - - - - -

NET POSITION 174,684 496,114 62,915  (437,517) 139,641 - 68,254 (58,166) (336,388)

Non-interest -bearing

HUF

216

216

40,791

40,791

(37,526)

Foreign
currency

206

206

2,237

2,237

24

24

(302)

Total

HUF

122,840
37,244
85,380

216

643,320
593,98
8,547
40,791

71,580

Foreign
currency

102,237
27,752
74,279

206

499,408
58,166
439,005
2,237

555,055

555,055

3,640

3,616
24

129

44

Total

225,077

422

1,142,72¢
652,148
252
0B

555,055

55%05

3,640

3,616
24

71,709
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31 DECEMBER 2013

NOTE 28: 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 instrument®e Bank maintains its liquidity profiles in accargte with
regulations laid down by the NBH.

The following tables provide an analysis of liai#s into relevant maturity groupings based onrdreaining
period from the balance sheet date to the contmhchaturity date. It is presented under the mostd@nt
consideration of maturity dates where options payenent schedules allow for early repayment pdggsisi

The contractual amounts disclosed in the matunitglygses are the contractual undiscounted cash flikes
gross finance lease obligations (before deductingnte charges); prices specified in forward agexgmto
purchase financial assets for cash; net amountpdgifloating/receive-fixed interest rate swaps \idrich net
cash flows are exchanged; contractual amounts texbleanged in a derivative financial instrument vidrich
gross cash flows are exchanged; gross loan commiisme

Such undiscounted cash flows differ from the amanciuded in the statement of financial positiorcdngse the
amount in that statement is based on discountdu ftass. When the amount payable is not fixed, ahgount
disclosed is determined by reference to the camthitiexisting at the end of the reporting period. &ample,
when the amount payable varies with changes im@gex, the amount disclosed may be based on thedétlee

index at the end of the period.

Within 3 Within one Within5  Over 5 Total
months year and yearsand years

As at 31 December 2013
over 3 OoVer one

months year
Amounts due to OTP Bank and other banks 128,28005,667 - - 233,947
Liabilities from issued securities 49,912 133,740 569,206 199,250 952,108
Other liabilities 7,068 - 810 - 7,878
Subordinated bonds and loans 24 - 3,632 - 3,656
TOTAL LIABILITIES 185,284 239,407 573,648 199,250 1,197,589

Receivables from derivative financial instruments

designated as fair value hedge - - 118,764 - 118,764
Liabilities from derivative financial instruments

designated as fair value hedge - - (119,574) - (119,574)
Negative fair value of financial instruments

designated as fair value hedge - - (810) - (810)
Negative fair value of derivative financial

instruments total - - (810) - (810)
Commitments to extend credit 840 141 2,426 - 3,407
Off-balance sheet commitments 840 141 2,426 - 3,407
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NOTE 28:
[continued]

As at 31 December 2012

Amounts due to OTP Bank and other banks

Liabilities from issued securities
Other liabilities
Subordinated bonds and loans

TOTAL LIABILITIES

MATURITY ANALYSIS OF LIABILITIES AND LIQUI

31 DECEMBER 2013

DITY RISK (in HUF million)

Receivables from derivative financial instruments

designated as fair value hedge

Liabilities from derivative financial instruments

designated as fair value hedge

Negative fair value of financial instruments

designated as fair value hedge

Negative fair value of derivative financial

instruments total

Commitments to extend credit

Off-balance sheet commitments

Within 3 Within one Within 5 Over 5 Total
months year and yearsand years
over 3 over one
months year
139,519 5585, - - 225,077
42,804 323,983 63966 199,250 1,129,103
5,359 5,718 - - 11,077
24 - 3,616 - 3,640
187,706 415,259 566,682 199,250 1,368,897
218,468 - - - 218,468
(224,187) - - - (224,187)
(5,719) - - - (5,719)
(5,719) - - - (5,719)
992 292 2231 - 3515
992 292 2,231 - 3,515
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NOTE 29: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million)

In determining the fair value of a financial assetiability the Bank in the case of instrumentatthre quoted on
an active market uses the market price. In mostscasarket price is not publicly available so thelBhaas to
make assumptions or use valuation techniques trdate the fair value of a financial instrumente $¢ote 31
for more information about fair value classes aplor financial assets and liabilities measurefhiatvalue in
these financial statements.

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

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

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

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

» the future cash-flows for floating interest ratstmmments are estimated from the yield curves dheof
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

2013 2012
Carrying Carrying
amount Fair value amount Fair value
Cash, due from banks and balances with the
National Bank of Hungary 355 355 75,064 75,064
Placements with other banks 62,040 62,040 36,182 36,182
Securities available-for-sale 29,963 29,963 41,859 41,859
Loans, net of allowance for loan losses 1,144,089 1,793,791 1,273,919 2,058,492
FINANCIAL ASSETS TOTAL 1,236,447 1,886,149 1,427,024 2,211,597
Amounts due to OTP Bank and other banks 233,947 233,947 225,077 225,077
Liabilities from issued securities 966,699 968,130 1,142,728 1,133,831
Derivative financial instruments designated as
hedging instruments 848 848 6,646 6,646
Subordinated bonds and loans 3,656 3,656 3,640 3,640
FINANCIAL LIABILITIES TOTAL 1,205,150 1,206,581 1,378,091 1,369,194
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NOTE 29: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million) [continued]

Fair value of derivative instruments

Fair value Notional value, net
2013 2012 2013 2012

CCIRS designated as fair value hedge
Positive fair value of CCIRS classified as fair

value hedge 43,672 22,776 35,308 16,296
Negative fair value of CCIRS classified as fair

value hedge (848) (6,646) (810) (5,718)
Derivative financial assets total 43,672 22,776 35,308 16,296
Derivative financial liabilities total (848) (6,646) (810) (5,718)
Derivative financial instruments total 42,824 16,130 34,498 10,578

Hedge accounting

The Bank regularly enters into hedging transactionerder to decrease its financial risks. Howeseme
economically hedging transaction do not meet thiera to account for hedge accounting, therefdresé
transactions were accounted as derivatives helttdding.

The summary of the hedging transactions of the Baalas follows:
As at 31 December 2013

Type of hedge Description of the Fair value of the Type of the risk
hedging instrument hedging instrument being hedged
1) Cash flow hedges - - -

2) Fair value hedges CCIRS HUF 42,824 million Nterest rate,

foreign exchange
3) Net investment hedge in foreign
operations

As at 31 December 2012

Type of hedge Description of the Fair value of the Type of the risk
Hedging instrument hedging instrument being hedged
1) Cash flow hedges - - -

2) Fair value hedges CCIRS HUF 16,130 million

Interest rate,
foreign exchange
3) Net investment hedge in foreign

operations

Cash-flow hedge
1. Issued securities

The cash-flows of the fixed rate securities issiethe Bank are exposed to the change in the EUR/fétkign
exchange rate. The FX risk arising from this typesecurities was hedged by EUR-HUF CCIRS transastio
where the fixed EUR cash-flows were swapped todfix€JF 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 gairtkesettlement of the swap transaction were regart the
cash-flow hedging reserve in the other comprehensicome. During 2013 and 2012 HUF 531 million and
HUF 532 million was recognized as income in projportwith the profit or loss impacts of the hedgeaim to
the net income.

Cash-flow hedges 2013 2012

Amount reclassified from other comprehensive incame
profit or loss for the year 531 532
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NOTE 29: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million) [continued]

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 tble af 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 EURIbIF cash-flows were swapped to payments linked to 3
CHF or JPY LIBOR, resulting a decrease in the ggerate and foreign exchange exposure of issuediges.

The fair value of the hedging instruments is 42,824F million and HUF 16,130 million as at 31 Decesnb
2013 and 2012 respectively.

As at 31 December 2013

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
Liabilities from issued

securities CCIRS 74,228 8,398 (90) 90
Liabilities from issued

securities CCIRS 151,424 3,394 411 (411)
Liabilities from issued

securities CCIRS 118,764 (848) 796 (796)
Liabilities from issued

securities CCIRS 29,691 44 (56) 56
Liabilities from issued

securities CCIRS 85,380 31,836 1,648 (1,648)

As at 31 December 2012

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
Liabilities from issued

securities CCIRS 72,822 7,368 (2,384) 2,384
Liabilities from issued

securities CCIRS 218,468 (6,646) (828) 828
Liabilities from issued

securities CCIRS 148,558 766 (171) 171
Liabilities from issued

securities CCIRS 85,380 14,642 1,991 (1,991)
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NOTE 29: FAIR VALUE OF FINANCIAL INSTRUMENTS (in HU F million) [continued]

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

1% Level: quoted prices (unadjusted) in active market identical assets or liabilities;

- 2" Level: inputs other than quoted prices includethini Level 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 fhie value
hierarchy:

As at 31 December 2013

Total Level 1 Level 2
Securities available-for-sale 29,963 29,963 -
Positive fair value of derivative financial
instruments designated as fair value hedge 43,672 - 43,672
Financial assets measured at fair value total 73,63 29,963 43,672
Negative fair value of derivative financial
instruments designated as fair value hedge 848 - 848
Financial liabilities measured at fair value total 848 - 848
As at 31 December 2012
Total Level 1 Level 2
Securities available-for-sale 41,713 41,713 -
Positive fair value of derivative financial
instruments designated as fair value hedge 22,776 - 22,776
Financial assets measured at fair value total 64,98 41,71 22,776
Negative fair value of derivative financial
instruments designated as fair value hedge (6,646) - (6,646)
Financial liabilities measured at fair value total (6,646) - (6,646)

There were no financial assets and liabilitiesaat\alue in Level 3 respectively in 2013 and 2012.
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NOTE 30: 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 ¢ ended 31 Movements or Dividend Reserves as at
1January December Reserves 31 December
2013 2013 2013
Financial Statements in
accordance with HAS 28,857 5,663 - (5,097) 29,423
Fair value adjustment of available-
for-sale financial assets 34 - (34) - -
Application of effective interest
rate on direct issuance costs of
securities 295 (131) - - 164
Effect of using effective interest
rate method for loan origination 11,734 1,240 - - 12,974
fees and cost
Fair \_/alu.e adljustm_en.t of i (531) 531 ) i
derivative financial instruments
Deferred taxation (2,309) (209) (94) - (2,512)
Dividend paid in 2013 10,000 - - (10,000) -
Dividend payable for 2013 - - - 5,097 5,097
Financial Statements in
accordance with IFRS 48,611 6,132 403 (10,000) 45,146
NOTE 31: SIGNIFICANT EVENTS DURING THE YEAR ENDED 3 1 DECEMBER 2013

Relevant transactions related to issued securitider the year 2013

Issued securities became due in amount of HUF i86rbin May, HUF 17 billion in August, HUF 8.5 liibn in
October, and EUR 250 million in November. Issuecusiéies were repurchased in amount of face valu® E
500 million in October. In October EUR 500 milliemortgage bond was issued, which was purchased B OT
Bank Plc.
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NOTE 32: POST BALANCE SHEET EVENTS

There were no significant events after the datehef balance sheet that could have effect to maitigse
separate financial statements.

NOTE 33: THE EFFECT OF THE FINANCIAL SITUATION ON T HE BANK

The deepest point of the financial crisis was tefhind though, but in 2013 new problems had todheed by
the concerned participants. The Government’'s aedbiink’s attention and financial resources cona&ur
primarily to the protection of the debtors. Duriige year the quality of the remaining loan portoli
denominated in foreign currency was worsened. Atiogrto the NBH report in the first three quartee tratio
of FX debtors with more than 90 days delinquencyeased in the category of loans for housing pEpd®m
15.0 % to 15.6 %, and in the category of loandree purposes from 23.4 % to 27.2%.

For this purpose new government measures camefamt@ in favour of the FX mortgage debtors. The
application period for the escrow account loans iffetito unlimited, however eviction moratorium carimto
force for the winter season.

Furthermore the conditions of the interest subsilifousing loans improved, which may contributethi®
expansion of the credit demand and the credit déglments. In the economy and in the banking sy#tene is
need for such lending activity, since new placentérihe loans was the lowest in the last 10 yeaSebruary
2013.
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