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This is a translation of the Hungarian Report

Independent Auditors' Report

To the Shareholders of Sberbank Magyarorszaq Zrt.
Report on the audit of the annual financial statements
Opinion

We have audited the accompanying 2017 annual financial statements of Sberbank
Magyarorszag Zrt. (“the Company"), which comprise the balance sheet as at 31
December 2017 - showing a balance sheet total of HUF 354,801 million and a profit
for the year of HUF 498 million -, the related profit and loss account for the financial
year then ended and notes to the annual financial statements, including a summary
of significant accounting policies.

In our opinion the annual financial statements give a true and fair view of the equity
and financial position of the Company as at 31 December 2017 and of the results of
its operations for the financial year then ended in accordance with the Act C of 2000
on Accounting ("Hungarian Accounting Law™).

Basis for opinion

We conducted our audit in accordance with Hungarian National Auditing Standards
and with applicable laws and regulations in Hungary, including also Regulation (EU)
No. 537/2014 of the European Parliament and of the Council of 16 April 2014 on
specific requirements regarding statutory audit of public-interest entities
(“Regulation (EU) No. 537/2014"). Our responsibilities under those standards are
further described in the "Auditor's responsibilities for the audit of the annual
financial statements” section of our report.

We are independent of the Company in accordance with the applicable ethical
requirements according to relevant laws in effect in Hungary and the policy of the
Chamber of Hungarian Auditors on the ethical rules and disciplinary proceedings
and, concerning matters not regulated by any of these, with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants
(IESBA Code), and we have fulfilled our other ethical responsibilities in accordance
with these requirements.

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

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the annual financial statements of the current period.
These matters were addressed in the context of our audit of the annual financial
statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the “Auditor’s responsibilities for
the audit of the annual financial statements section” of our report, including in
relation to these matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of material
misstatement of the annual financial statements. The results of our audit
procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying annual financial
statements.

Credit Impairment

Credit impairment is a highly subjective
area due to the level of judgement
applied by management in determining
loan loss provisions. The identification
of impairment and the determination of
the recoverable amount are an
inherently uncertain process involving
various assumptions and factors,
including the financial condition of the
counterparty, expected future cash
flows, and expected net selling prices of
collaterals. The portfolios which give
rise to the greatest uncertainty are
typically those where impairments are
derived from estimates of future cash
flows and realizable value of collateral,
calculated using collective impairment
models, are unsecured or are subject to
potential collateral shortfalls. The use
of different modelling techniques and
assumptions could produce significantly
different estimates of loan loss
provisions.

Due to the significance of loans and
receivables to customers (representing
57% of Total Assets) and the related

A member tirm of Ernst & Young Global Limlted

We involved valuation specialists to
assist us in performing our audit
procedures. Our audit procedures
included among others the following
procedures.

We assessed the design and tested the
operating effectiveness of internal
controls over the approval, recording
and monitoring of loans and advances
and controls over impairment
calculations including the quality of
underlying data and systems.

For allowances for loans and
receivables to customers calculated on
an individual basis (specific provision),
we tested the assumptions underlying
the impairment identification and
quantification focusing on loan cases
with the most significant potential

impact on the annual financial
statements. We assessed the
Company's assumptions on the

expected future cash flows, including
the value of realisable collateral and
estimates of recovery on default based
on our own understanding and available
market information. For allowances for
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estimation  uncertainty,  this
considered a key audit matter.

Information Technology (IT) systems

A significant part of the Company's
financial reporting process is heavily
reliant on IT systems with automated
processes and controls over the
capture, storage and extraction of
information. A fundamental
component of these processes and
controls is ensuring appropriate user
access and change management

protocols exist, and are being
adhered to.
These protocols are important

because they ensure that access and
changes to IT systems and related
data are made and authorised in an
appropriate manner.

As our audit sought to place a high
level of reliance on IT systems and
application controls related to
financial reporting, a high proportion
of the overall audit effort was in this
area. Furthermore the complexity of
IT systems and nature of application
controls requires special expertise to
be involved in the audit. We

Amember (ol Ermst & Young Global Limiled
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loans and receivables to customers
calculated on a collective basis
(portfolio provision) we evaluated the
methodologies, inputs and assumptions
used, including model validations and
backtesting.

We also assessed whether the
disclosures in the annual financial
statement appropriately reflect the

Company's exposure to credit risk and
are compliant with the Hungarian
Accounting Law.

The Company's disclosures about its
risk management policies are included
in Note 1.3.1.3. which specifically
explains the key assumptions used when
determining credit risk and their
evaluation are detailed in Note 2.2.1.

We focused our audit on those IT systems
and controls that are significant for the
Company’s financial reporting. As audit
procedures over the IT systems and
application controls require specific
expertise, we involved IT audit specialists
in our audit procedures.

We understood and assessed the overall IT
control environment and the controls in
place which included controls over access
to systems and data, as well as system
changes. We designed our audit approach
based on the financial significance of the
system and whether there were automated
procedures supported by that system.

As part of our audit procedures we tested
the operating effectiveness of controls
over appropriate access rights and
validating that only appropriate users had
the ability to create, modify or delete user
accounts for the relevant in-scope
applications, We also tested the operating
effectiveness of controls around system
development and program changes to
establish that changes to the system were
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therefore consider this as a key audit appropriately  authorised and  also

matter. developed and implemented properly.
Additionally, we assessed and tested the
design and operating effectiveness of the
application controls embedded in the
processes relevant to our audit.

Other information

Other information consists of the 2017 business report of the Company.
Management is responsible for the preparation of the business report in accordance
with the Hungarian Accounting Law and other relevant legal requirements, if any.
Our opinion on the annual financial statements does not cover the business report.

In connection with our audit of the annual financial statements, our responsibility is
to read the business report and, in doing so, consider whether 1) the business report
is materially inconsistent with the annual financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated and 2) the
business report has been prepared in accordance with the Hungarian Accounting
Law and other relevant legal requirements, if any.

We are required to confirm whether the business report includes the non-financial
statement as required by Section 95/C of the Hungarian Accounting Law.

In our opinion, the business report of the Company for 2017 is consistent, in all
material respects, with the 2017 annual financial statements of the Company and
the relevant requirements of the Hungarian Accounting Law.

Since no other legal regulations prescribe for the Company further requirements
with regard to its business report, we do not express opinion in this regard.

We also confirm that the business report includes the non-financial statement as
required by Section 95/C of the Hungarian Accounting Law.

Further to the above, based on the knowledge we have obtained about the Company
and its environment in the course of the audit we are required to report whether we
have identified any material misstatement in the business report, and if so, the
nature of the misstatement in question. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the annual
financial statements

Management is responsible for the preparation and fair presentation of the annual
financial statements in accordance with the Hungarian Accounting Law, and for such
internal contro! as management determines is necessary to enable the preparation
of annual financial statements that are free from material misstatement, whether
due to fraud or error.
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In preparing the annual financial statements, management is responsible for
assessing the Company's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting. Management is required to apply going concern principle unless the
applicability of that principle is precluded by other provisions or there are facts and
circumstances that contradict with the continuance of the Company's business
activity.

Those charged with governance are responsible for overseeing the Company's
financial reporting process.

Auditor’s responsibilities for the audit of the annual financial statements

Our objectives are to obtain reasonable assurance about whether the annual
financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Hungarian National Auditing Standards and with
applicable laws and regulations in Hungary, including also Regulation (EU) No.
537/2014 will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably he expected to influence the economic decisions
of users taken on the basis of these annual financial statements.

As part of an audit in accordance with Hungarian National Auditing Standards and
with applicable laws and regulations in Hungary, including also Regulation (EU) No.
537/2014, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

P Identify and assess the risks of material misstatement of the annual financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

> Obtain an understanding of internal control relevant to the audit 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
Company’s internal control.

> Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

» Conclude on the appropriateness of management’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the annual
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financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’'s report. However, future events or conditions may cause
the Company to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the annual
financial statements, including the disclosures, and whether the annual
financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance we determine
those matters that were of most significance in the audit of the annual financial
statements of the current period and are therefore the key audit matters.

Report on other legal and requlatory requirements

Reporting requirements on content of auditor’s report in compliance with Regulation
(EU) No. 537/2014:

Appointment and Approval of Auditor

We were appointed as statutory auditor by the General Assembly of Shareholders of
the Company on August 21, 2017. Total uninterrupted engagement period,
including previous renewals (extension of the period for which we were originally
appointed) and reappointments for the statutory auditor, has lasted for 6 years.

Consistency with Additional Report to Audit Committee

Our audit opinion on the financial statements expressed herein is consistent with the
additional report to the audit committee of the Company, which we issued in
accordance with Article 11 of the Regulation (EU) No. 537/2014 on the same date
as the date of this report.

Non-audit Services

We declare that no prohibited non-audit services referred to in Article 5(1) of
Regulation (EU) No. 537/2014 were provided by us to the Company and its
controlled undertakings and we remained independent from the Company in
conducting the audit.
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In addition to statutory audit services and services disclosed in the business report
and in the financial statements, no other services were provided by us to the
Company and its controlled undertakings.

The engagement partner on the audit resulting in this independent auditor's report
is Szabo Gergely.

Budapest, 24 April, 2018

(The original Hungarian language version has been signed.)

Szahé Gergely Szabd Gergely
engagement partner Registered auditor
Ernst & Young Kft. Chamber membership No.: 005676

1132 Budapest, Vaci ut 20.
Registration No.: 001165
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Balance Sheet Assets
31 December 2017

Data in MHUF

Description

Previous year

Current year

1. Liquid assets

27,343

34,069

2. Government securities

55,773

53,970

a) held for trading

8,455

29,610

b) for in vestment purposes

47,318

24,360

2./A Valuation difference on government securities

218

e
-1,403

3. Receivables from credit institutions

73,245

55,954

a) repayable on demand

12,934

15,584

b) other receivables in connection with financial services

51,984

38,648

44,927

31.691

ba) due within one year
Of which: - subsidiaries

41,990

21,338

- significant owned enterprises with participating interest

- 1o other companies linked by virtue of participaling interesis
- Natignal Bank of Hungary

- clearing houses

7,057

6.957

bb) due more than one year
Ol which: - subsidiaries

7,020

6.924

- significant owned enterprises with parlicipating interest

- 1o other companies linked by virtue of participating interests
- National Bank of Hungary

- glearing houses

¢) in connection with investment services

Of which: - subsidiaries

1,722

- signilicant owned enlerprises wilh participating inlerest

- 1o other companigs linked by virlue of participating interests
- clearing houses

3./A Valuation difference on recelvables from credit institutions

4. Receivables from 1 s

194,450

201,874

194,412

201,874

a) in connection with financial services
aa) due within one year

58,221

54,019

Of which: - subsidiaries

- significant owned enterprises with participating iriterest

- to other companies linked by virtue of paricipating interests

ab} due more than one year

Of which: - subsidiaries

136.191

147,855

- significant owned enterprises with participating interest

- to other companies linked by virtue of participating interesis

b) in connection with investment services

38

Of which: - subsidiaries

- significant owned enlerprises with participaling interest

- to other companies linked by virlue of parlicipating interests

ba) receivables in conneclion wilh invesimenl services on the stock exchange

bb) receivables in conneglion with investment services outside the stock exchange (OTC)

bc) receivables from customers in connection with investment services

bd) claims from clearing houses

be) receivables in connection with other investment services
4./A Valuation difference on receivables from customers

5. Debt securities, including fixed-income securities

a) Issued by local municipalities and other public bodies (not including treasury bills and i

securities)

aa) held lor trading
abj for inv it purposes

| b) securities issued by other borrowers

ba) held for trading

Of which: - subsidiaries

- significant owned enterprises with participating interest
- to other companies linked by virlue ol participating interests

- repurchased own shares

bb) for investment purposes

Of which: - issued by subsiciaries

- significant owned enterprises with participating interest

- issued by alliliated companies

5./A Valualion difference on debt securities
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Balance Sheet Assets
31 December 2017

Data in MHUF

Description

Previous year

Current year

6. Shares and other variable-yield securities

a) shares and participations held for trading

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companias linked by virtue of participating interests

| b) variable-yield securities

ba) held for trading

bb) for investment purposes

B./A Valuation difference on shares and other variable-yield securities

7. Shares and participations for investment purposes

364

a) shares and participations for Investment purposes

364

of which: - shares in financial institutions

67

b) revaluation of shares and participations for in it purposes

ol which: - shares in financial institutions

7./A Valuation difference on shares and participations for investment purposes

B. Shares and participations in affiliated companies

188

a) shares and participations for investment purp

of which: - shares in financial institutions

188

b) revaluation of shares and participations for investment purposes

of which: - shares in financial institutions

9. Intangible assets

2,061

a) intangible assets

2,061

b) revaluation of intangible assels

10. Tangible assets

1,549

| a) tangible assets for financial and investment services

1,549

aa) land and buildings

1,188

ab) machinery, equipment, fittings, fixtures and vehicles

361

ac) construction-in-progress

ad) prepayments on construction-in-progress

b) tangible assets not directly used for financial and investment services

ba) land and buildings

bb) machinery. equipment, fitlings. fixtures and vehicles

bc) construction-in-progress

bd) prepayments on construction-in-progress

c) revaluation of tangible assets

11. Own shares

12, Other assets

1,118

a) inventories

| b) other receivables

1,083

Of which: - subsidiaries

- significant owned enterprises with participating interest

26

- 10 other companies linked by viriue of participating interests

12./A Valuation difference on other assets

| 12./B Positive valuation difference on derivatives

568

13. Prepaid expenses and accrued income

2,998

| 8) accrued income

2,609

2,321

b) prepaid expenses

331

324

¢) accrued payables

256

353

Total assets

360,830

354,801

Of which: - CURRENT ASSETS

[1+2a)+3.a)+3.ba) + 3.c) + 4.aa) + 4.b) + 5.aa) + 5.ba) + 6.a) + 6.ba) + 11 + 12 + the sums from 2/A, 3/A, 4/A,

5/A, 6/A, 12/A and 12/B as pertaining to the previous items]

163,464

[1+2.a)+3.a) + 3.ba) + 3.c) + 4.aa) + 4.b) + 5.aa) + 5.ba) + 6.a) + 6.ba) + 11 + 12 + the sums from 2/A, 3/A, 4/A,

5/A, 6/A, 12/A and 12/B as pertaining to the previous items]
- FIXED ASSETS

[2.b) + 3.bb) + 4.ab) + 5.ab) + 5.bb) + 6.bb) + 7 + 8 + 9 + 10 + the sums from 2/A, 3/A, 4/A, 5/A, 6/A, 7/A, 12/A

and 12/B as pertalning to the previous items]

194,170

[2.b) + 3.bb) + 4.ab) + 5.ab) + 5.bb) + 6.bb) + 7 + 8 + 9 + 10 + the sums from 2/A, 3/A, 4/A, 5/A, 6/A, 7/A, 12/A

and 12/B as periaining to the previous items]
Date: Budapest, 24 —ﬁ\

Richard Szabd
Chairman - CEO
Sberbank Hungary Ltd.

va TudsConé osy
CFO
Sberbank Hungary Ltd.

169,011

182,792
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Balance Sheet Liabilities
31 December 2017

Data in MHUF

Description Previous year | Current year
1, Liabilities to credit institutions 67,247 44,435
| a) repayable on d d 1,639 967
| b) with agreed maturity dates or periods of notice in connection with financial services 62,541 43,468
ba) due within ene year 31,290 9873
Of which: - subsidiaries 24,600 -
- significant owned enterprises with participating interest L -
- 10 other companies linked by virtue of participating interests - “
- National Bank of Hungary 4,949 8,015
- clearing houses . -
bb) due more than one year 31,251 33,595
Of which: - subsidiaries » -
- significant owned enterprises with participating interest - .
- to other companies linked by virtue of participating interests - -
- National Bank of Hungary 21,560 17,446
- clearing houses - =
¢) in connection with investment services 3,067 -
Of which: - subsidiaries - -
- significant owned enterprises with participating interes! - -
- fo other companies linked by virtue of participating interests = -
- clearing houses - -
1/A. Valuation difference on liabilities to credit institutions - .
2. Amounts owed to customers 218,877 244,930
a) savings deposits 8 7
| aa) repayable on demand - -
| ab) due within ane vear 8 7
ac) due more than one vear - =
b) other liabilities in connection with financial services 218,801 244,785
ba) repayable on demand 136.524 174,876
Ot which: - subsidiaries 139 122

- significant owned enterprises with parligipating Interas! = -

- o other companies linked by virtue of participating interests -

bb) due within one year 65.150 68,058

Of which: - subsidiaries - .

- significant owned enterprises with participating interest - F

- lo other companies linked by virlue of participating interests

bc) due more than one year 17,127 1,851

Ol which: - subsidiaries = P

- significant owned enterprises with participating interest - -

- 1o other companies linked by virtue of participaling interests - -

¢) in connection with investment services 68 138

O1 which: - subsidiaries - -

- significant owned enterprises with participating interest - =

- 1o other companies linked by virtue of participaling interests - -

ca) liabilities in connection with investment servicg§ on the stock exchange - =

cbj liabilities in connection with investment services outside the stock exchange (OTC) - .

cc) liabilities to customers in connection with investment services 68 138
| cd) liabilities to clearing houses - -
ce) liabilities in connection with other investment services - -
2/A. Valuation difference on amounts owed to customers - -
3. Issued bonds and other interest-bearing securities 5.517 5,504
a) Issued bonds 5,517 5,504
aa) due within one year - =

Of which: - subsidiaries - -

- significant owned enterprises with participating Interest - w

- to ather companies linked by virtue of participating interests

ab) due more than one year 5,517 5,504

Of which: - subsidiaries = -

- significant owned enterprises with participating interest - .
- to other companies linked by virtue of participating interests - -

b) other debt securities issued - -

ba) due within one year i "

Of which: - subsidiaries - -

- significant owned enterprises with participating interest - -

- 10 other companies linked by virtue of participating interests " .

bb) due more than one year - 3

Of which: - subsidiaries - -

- significant owned enterprises with participating interest - =

- 1o other companies linked by virtue of participating interesls - -
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Balance Sheet Liabilities
31 December 2017

Data in MHUF

Description

Previous year

Current year

c) debt Instruments treated as securlties for accounting purposes, which are not recognized as debt
securities under the Capital Markets Act

ca) due within one year

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companies linked by virtue of participating interests

cb) due more than one year

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companies linked by virtue of participating interests

4, Other liabilities 2,799 2,557 |
a) due within one year 2,799 2,557
Of which: - subsidiaries 237 250
- significant owned enterprises with participating interest - -
- to othe_r‘companies linked by virtue of participating interests [ -
- other contributions received from members in respect of co-operative credit institutions - -
| b) due more than one year = -
Of which: - subsidiaries 5 -
- significant owned enterprises with participating interest - -
- to other companies linked by virue of participating interests - -
4/A. Negative valuation difference on derivatives 1,419 925
5. Accrued expenses and deferred income 3.090 3,274
a) deferred revenue 119 171
b} accrued expenses 2,946 3,061
| c) deferred income 25 42
6. Provisions 725 828
a) provisions for pension and severance pay » -
b) provisions for contingent liablilities and for (future) commitments 407 270
c) general risk provisions L .
d) other provisions 318 558
7. Subordinated liabilltles 21,008 8,684
a) subordinated loan 21,008 8,684
Of which:_- subsidiaries 21.008 8.684
- significant owned enterprises with participating interest A -
- 1o other companies linked by virtue of participating interests -
b) other contributions received from members in respect of co-op ive credit institutions - -
| c) other subordinated liabilities - -
Of which: - subsidiaries =
- significant owned enterprises with participating interest -
- to other companies linked by virtue of participating interests -
- to other companies . =
8. Subscribed capital 3.727 3,727
Of which: - repu&ha_sed own shgres on nominal value - -
9, Subscribed but unpaid capital (=) - -
10. Capltal reserve 88,362 91,500
a) share premium 87,472 90,610
_b‘) other 890 890
11, General reserve - .
12. Profit reserve (t) -46,658 -52,388
13. Tied-up reserves R ;
14, Valuation reserve 447 327
a) revaluation reserve on value adjustments - -
| b) fair value reserve 447 327
15. Net profit (loss) for the year 5,730 498
Total liabilities 360,830 354,801
Of which: - SHORT-TERM LIABILITIES
[1.a)+1.ba)+1.c)+1/A+2.aa)+2.ab)+2.ba)+2.bb)+2.c)+2/A+3.aa)+3.ba)+3.ca)+4.a)+4/A] 241,964 257,401
- LONG-TERM LIABILITIES
[1.bb)+2.ac)+2.bc)+3.ab)+3.bb)+3.cb)+4.b)+7] 74,903 49,634
- EQUITY
(8-9+10+11+12+13+14+15) 40,148 43,664
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Balance Sheet Liabilities
31 December 2017

Off-balance sheet receivables 360,668 314,668 |

1. Contingent assets 215,670 230,392

2. Future receivables 145,018 84.276
—

Off-balance sheet liablities 231,982 222,094

1. Contingent liabilities 87,382 138,299

2. Commiiments 144,600 83,795

Date: Budapest, m i
Richard Szab6 éva T%w%éngyﬁsy
Chairman - CEO c

Sberbank Hungary Ltd. Sberbank Hungary Ltd.
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Income Statement
31 December 2017

Data in MHUF

Description

Previous year

Current year

1. Interest recelved and similar income

10,051

10,697

a) interest received and similar income from fixed-income securities

1,802

2,512

Of which: - subsidiaries

- significant owned enterprises with participating interest
- to other compani@s linked by virtue of participating interests

b) other interest received and similar income

8,249

8,185

Of which: - subsidiaries

351

273

- significant owned enterprises with participating interest

- to other companies linked by virtue of Eanicigating inlere_is

2. Interest paid and similar expenses

1,885

1,657

| _Of which: - subsidiaries

635

600

- to other companies linked by virtue of paricipaling interests

- significant owned enterprises with participaling interest

Interest margin (1-2)

8,166

9,140

3. Income from securities

35

36

a) income from shares and participati held for trading (dividends and profit-sharing)

b) income from participating interests in affiliated companies (di

idends and profit-sharing)

c) income from significant owned enierprises with participating interest (dividends and profit-sharing)

35

36

d) income from other securilles (dividends and profit-sharing)
4. Commission and fee income

6,817

7,276

a) in connection with other financial services

6,797

7.251

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companies linked by virtue of participating interests

b) in connection with investment services (exciuding trading activities)

Of which: - subsidiaries

- significant owned enterprises with participating interest

- 10 other companies linked by virtue of participating interests
5. Commission and fee expenses

1,837

a) in connection with other financial services

1,837

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companies linked by virtue of paricipating interests

| b) in connection with investment services (excluding (rading activities)

Of which: - subsidiaries

- significant owned enlerprises with participating interest

- to other companies linked by virtue of Earticieating interests

6. Net financial profit [Eiﬁb]w&cﬁgn

a) income on other financial services

Of which: - subsidiaries

- significan! owned enterprises with participating interest

- to other companies linked by virtue of participating interests

- valuation difference

b) expense on other financial setvices

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companies linked by virtue of paricipating interests

- valuation difference

c) il on Investment services (income from trading activities)

Of which: - subsidiaries

- significant owned enterprises with participating interest

- 10 other companies linkad by virtue of participating interests

- rel of impai It on securities held for trading

d) expense on invesiment services (expense from irading activities)

Of which: - subsidiaries

- significant owned enterprises with participating interest

- to other companies linked by virtue of participating interests

- impairment an securities held for trading

- valuation difference

7. Other income from business activities

a) Income from non-financial and non-investment services

Of which: - subsidiaries

- significant owned enterprises with participating interesl

- to other companies linked by virtue of participating interests




107 7 6 9 9 9-6 41 9-1 1 4-01
Statistical number

SBERBANK HUNGARY LTD.

Income Statement
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Data in MHUF
Description Previous year | Current year
| b) other income 4,056 1,902
Of which: - subsidiaries 442 533
- significan! owned enlerprises with parlicipating interesl - F:
- to other companies linked by virtue of participating interests -
- release of impairment on inventories - -
8. General administrative costs 10,059 9,731
| a) staff costs 5,801 5,162
aa) wages and salaries 4,291 3,880
ab) other employee benefits 223 293
O1 which: - social security cosis = .
= pension related costs » -
ac) contributions on wages and salaries 1,287 989
Of which: - social security costs 1,130 834
= pension related costs - .
_b) other administrative expl {materials and sw 4,258 4,569
9. Depreciation 1,226 933
_‘]0_.0ther expense on business activities 8,582 4,685
a) Expenses on non-financial and investment services 71 71
Of which: - subsidiaries - -
- significant owned enterprises with participating interest -
- to other companies linked by virtue of participating interests = -
b) other expenses 8,511 4,614
Of which: - subsidiaries - 5
- significant owned enterprises with participating interest - b
- 1o other companies linked by virtue of participating interests - -
- impairment on inventories * -
11. Impairment on loans and advances and provision for contingent liabilities and for {future) commitments 8,354 5.474
a) impairment on loans and advances 8,252 5,430
_b) proviiion for conﬁn.genr liabilities and for (fururg commitments 102 44
12. Reversal of impairment on loans and advances and release of provision for contingent liabllities and for
(future) commitments 5,971 5,460
| a) reversal of impairment on loans and advances 5,513 5,278
..‘2) release of provision for contingent liabilities and for (future) commiiments 458 182
12./A Difference on creation and usage of general risk provisions - -
13. Impairment on debt securities held for investment purposes, and on shares and participations in
subsidiaries and affiliated companies 141 1,013
14. Reversal of impairment on debt securities held for investment purposes, and on shares and particlpations
in subsidiaries and affiliated companies 6 41
15. Profit or loss from ordinary activities -5,730 878
Of which: - PROFIT OR LOSS ON FINANCIAL AND INVESTMENT SERVICES
[1-243+4-5+6+7.b)-8-9-10.b)-11+12-13+14] -5,730 878
- PROFIT OR LOSS ON OPERATIONS OTHER THAN FINANCIAL AND INVESTMENT SERVICES [7.a)-10.a)} - .
16. Extraordinary income - -
17. Extraordinary expenses = --
18. Net profit (loss) of extraordinary items (16-17) - -
19. Profit before tax (+15+18) -5,730 878
20. Income tax " 380
21. Profit after tax (+19-20) -5,730 498
22, Charge and release of general reserves (1) - -
23. Net profit (loss) for the year (+21-/+22) -5,730 498

Date: Budapest, 24 April.2018 a: [

Richard Szabé Tudisggné G yosy
Chairman - CEO FO
Sberbank Hungary Ltd. Sberbank Hungary Ltd.
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NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL PART
1.1. Sberbank Hungary Ltd.

Sberbank Hungary Ltd. started operating on 27 August 1993 as 'Magyarorszagi Volksbank
Zrt.” with an issued capital of HUF 1.000 million and with Osterreichische Volksbanken AG
(OVAG) as its sole owner. Since 1996 the main shareholder of the Bank had been Volksbank
International AG (VBI), a subsidiary of OVAG. On 15 February 2012 the full acquisition of VBI
was completed and as a result the majority shareholder of the Bank now is a subsidiary of the
Russian Sberbank. As of 5 November 2012, our parent bank’s new name is Sberbank Europe
AG.

As of 1 November 2013, the Bank’s new name is Sberbank Hungary Ltd.
Since its foundation, the Bank’s issued capital has been increased several of times.

Both at 31 December 2014 and 31 December 2015, the Bank’s issued capital totalled HUF
37,268 million. On 31 December 2015, the Bank’s majority shareholder, Sberbank Europe AG,
made a capital injection which was registered by the Companies Court after the balance sheet
date at 12 January 2016. As aresult of the capital injection, the Bank’s issued capital increased
to HUF 37,269 million as of the same date, and the remaining part of the capital injection from
share premium (HUF 9,427.5 million) was posted to capital reserve.

After the capital increase, the meeting of the shareholders at 20 January 2016 decided to
reduce the share capital by HUF 33,542.1 thousand by cutting the face value of the shares
from HUF 1 million to HUF 100,000 and the capital reduction was used to increase retained

earnings.

The capital reduction was registered by the Companies Court on 3 May 2016. At their next,
extraordinary meeting on 15 June 2016, the shareholders decided to increase the share capital
of HUF 3,726.9 millin by issuing one ordinary share of HUF 100,000 face value. The value of
the share upon issuance was HUF 4,189,725 thousand and the amount over its face value
was posted to capital reserve as share premium. This capital increase was registered by the
Companies Court on 11 July 2016.

The owner decided to made capital increase during 2017, as a result of which the Bank's
subscribed capital increased by HUF 100 thousand, while the capital reserve increased by
HUF 3,137.9 million. The capital increase was registered by the Companies Court on 14
December 2017.
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The Bank's issued capital as at 31 December 2017 registered at the Companies Court
comprised 37,271 printed ordinary shares each with a nominal value of HUF 100,000 (that is
one hundred thousand Hungarian forints). The capital reserve totalled HUF 91,500 million.

Ownership structure and the breakdown of shares as at 31 December 2017:

N::;il:;rr;f Voting | Total number | Ownership
Shareholder shares share of shares ratio
(pcs) (%) (darab) (%)
Sberbank Europe AG
AT 1010 Wien Schwarzenberplatz 3. 36,871 % 26,871 89
Tiirkiye Halk Bankasi
TU 06240 Ankara Eskisehir Yolu 2. Cadde 400 1 400 1
No: 63, S6glitézi
Total: 37,271 100 37,271 100
Details of Sberbank Hungary Ltd.:
- Registered office: 1088 Budapest, Rakoczi Ut 7.

- Company registration number: 01-10-041720

- Tax ID: 10776999-2-44

- Statistical code: 10776999-6419-114-01
- Central bank account number: 19017004-00201414

- Website: www.sberbank.hu

Sberbank Hungary Ltd. is authorised to perform the following activities:
TEAOR number (Standard Sector Classification of Business Activities):
- 6419°'08 Other monetary consignment services (core activity)

- 6492°08 Other lending

- 649908 Other financial consignment services not classified otherwise
- 6612°08 Securities and commodities brokerage activity

- 661908 Other services supplementing financial activities

- 662208 Insurance agency and brokerage activity
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6629 '08 Other auxiliary insurance and pension related services

According to subsection 3(1) of the bank act, financial services include the following financial

activities carried out in Hungarian forint or in foreign currencies:

collecting deposits and accepting other repayable financial assets from the public
granting loans and borrowings (lending)

financial leasing

financial transactions

issuing electronic money

issuing paper-based cash equivalents (such as printed travel cheques and bills) and

provision of related services other than financial transactions
undertaking guarantees and other bank obligations

own account and consignment activities with foreign currencies (other than currency

exchange), and with bills and cheques

acting as an intermediary of financial services
deposit and vault services

loan reporting services, and

buying debt

According to subsection 3(2) of the bank act, the Bank's auxiliary financial activities comprise

the performance of the following activities in Hungarian forint or in foreign currencies:

currency exchange

operating a payment system

money processing

financial brokering on the interbank market

issuing marketable bills

According to subsection 5(1) of the investments act, the Bank’s investment services include

the following activities pursued in the normal course of business:

receiving and forwarding orders

executing orders on behalf of clients
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- own-account trading
- portfolio management
- investment advisory services

- placement of financial assets (securities or other financial assets) with an obligation to
buy the asset (underwriting guarantee)

- placement of financial assets without obligation to buy the asset (financial asset)
- operating multilateral trading systems

According to subsection 5(2) of the investments act, auxiliary investment services include the

following activities pursued in the normal course of business:

- safekeeping and registration of financial instruments and related client account

management

- custody services, management of related securities accounts, for printed securities:

keeping records of securities and client account management
- currency and foreign exchange trading related to investment services
- investment analysis and financial analysis

- investment lending, advisory and similar services relating to capital structure, business

strategy and related issues, mergers and acquisitions
- services related to underwriting guarantees

- investment services or auxiliary services related to instruments underlying derivatives

Senior officers

Sberbank Hungary Ltd’s senior officers at 31 December 2017:

Supervisory Board members Function Company
Hans Gerhard Randa Chairman Sberbank Europe AG
Elena Valentinovna Viklova Member Sberbank Russia
Yulia Arsentyeva Vitalievna Member Sberbank Russia
Martin Frank Member Sberbank Europe AG
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Members of the Board of Directors Function
Richard Szabé Chairman
Eva Tudisconé Gyongydsy Member
Bence Kalméar Member
Tamas Fodor Member

1.2. The accounting system of Sberbank Hungary Ltd.

Sberbank Hungary Ltd’s accounting policies and related accounting systems were developed

based on the following pieces of legislation:

act C of 2000 on accounting as amended (hereafter: accounting law)
government decree 250/2000 (XIl. 24.) on the reporting and bookkeeping
requirements of credit institutions and financial enterprises as amended
(hereafter: Government Decree),

act CXX of 2001 on capital markets as amended,

act CXXXVIII of 2007 on investment companies and commodity brokers, and on
the regulations governing their activities (hereafter: investiments act)

act LXXXI of 1996 on corporate and dividends tax as amended,

act CCXXXVII of 2013 on credit institutions and financial enterprises as amended
Supervisory guidelines and rules relating to legal regulations applicable to the
Bank

Other applicable legal regulations and internal policies issued to ensure

compliance.

Compliance with the above rules creates an adequate environment for the operation of the

management information system and the compilation of the annual financial statements, as

well as for meeting the reporting requirements of the National Bank of Hungary (MNB).

Sberbank Hungary Ltd. maintains its accounting system and prepares its annual financial

statements in accordance with the accounting principles specified in the accounting law and in

the Government Decree.

The reporting date of the 2017 annual financial statements was 31 December 2017.

The effects of economic events on the financial statements for the reporting year were taken
into account by 7 January 2018, i.e. the balance sheet preparation date.
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The Bank prepares a balance sheet as set out in appendix 1 and an income statement as set
out in appendix 2 to the Government Decree based on section 10 of the accounting law and
compiles its consolidated annual financial statements in accordance with sections 116 and 117

of the accounting law.

Sberbank Europe AG (Austria, 1010 Wien, Schwarzenberg str. 3.) prepares consolidated financial
statements in accordance with IFRS for the smallest unit of the Group. Sberbank Hungary Ltd.
is included in these consolidated financial statements as a subsidiary. Sberbank of Russia
(Russia, 117997 Moscow, Vavilova ul. 19.) owns 100% of the shares of Sberbank Europe AG,
therefore it prepares the consolidated financial statements for the largest unit of the Group.

The Bank is required by law to have its annual financial statements audited. The Bank's
auditors are Ernst & Young Kénywvizsgalé Kft. (1132 Budapest, Vaci at 20., Company
registration No.:01-09-267553; Chamber membership No.:001165).

The signing statutory auditor responsible for the audit is: Gergely Szabd (mother’'s maiden
name: Zsuzsanna Kiss, address: 1202 Budapest, Mézes u. 35; Chamber registration number:
005676).

The person responsible for the Bank's accounting records is: Eva Gydngydsy Tudisconé, CFO.
(Chamber registration number: 005792)

The persons authorised to co-sign the Bank's annual financial statements are: Richard Szabd,
president-CEO (domicile: 1052 Budapest, Vitkovics Mihaly utca 8.) and Eva Gydngyosy
Tudisconé, CFO, jointly.

1.3. Accounting policies

All economic events should be recorded in the accounts when they incur if they relate to a year
not yet closed for accounting purposes. Prompt FX transactions involving FX translation are
recorded as at the trade date. Receivables and liabilities arising from such transactions affect
the FX position as of the trade date.

Sberbank Hungary Ltd. recognises the following items on a daily basis:

» exchange gains/losses on the revaluation of FX assets and liabilities, as well as off balance

sheet receivables and liabilities arising from forward transactions, and

» accruals related to the prorated interest of on balance sheet and off balance sheet hedging

instruments.
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Under the Government decree, and for reporting purposes, the Bank is required to close its
asset and liability as well as profit and loss accounts and prepare a trial balance on a monthly
basis.

As a part of the monthly closing process, the Bank prepares a trial balance sheet and performs
the following supporting procedures:

e fair value measurement of financial instruments

» charging depreciation

* booking and reversal of impairment loss on receivables.

1.3.1. General measurement policies
1.3.1.1. Measurement of FX assets and liabilities

Foreign exchange (currency) held in account and on hand as well as receivables and liabilities
denominated in foreign exchange are translated into forints (HUF) each day at the Bank’s own
FX rates.

For month-end and annual revaluation purposes, the Bank uses the FX rates published by the
central bank prevailing on the last day of the period. (see also at 1.4.)

1.3.1.2. Fair value measurement

The Bank has applied the fair value measurement basis since 1 January 2005.

Portfolio classification
For the purposes of fair value measurement, financial assets that are not a hedging or hedged
asset are classified as follows (without affecting their statutory classification as financial

assets or current assets):
a) financial assets held for trading
b) available-for-sale financial assets
¢) financial assets held to maturity
d) loan and other receivables originated by the entity.

Based on the above classification of the Bank's various portfolios, the measurement principles
of the individual portfolios are as follows:
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»  The following assets are measured at fair value:
e Government bonds (held for trading, available-for-sale)
e Debt securities (held for trading, available-for-sale)
e Shares and other variable yield securities (held for trading)
e Derivative contracts

»  The following assets are measured at cost:
e Government bonds and debt securities held-to-maturity
e Receivables from credit institutions
e Receivables from customers (debtors)
e Shares and investments for investment purposes
e Other receivables.

>  The following liabilities are measured at fair value:

e Derivative contracts
»  The following liabilities are measured at cost:

o Liabilities to credit institutions

Liabilities to customers

Subordinated debt

Other liabilities

Measurement policies

Subsections 9(4)-(8) of the Government Decree also apply to foreign currency assets and
liabilities subject to fair value measurement.

Special rules

Since 1 January 2013, we have been using the 'Murex’ system to measure assets held for
trading. The system uses market rates and yield curves uploaded from the databases of
authentic and generally accepted providers of market information, Bloomberg and Reuters,
and this market information is used to valuate portfolios held for trading.
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While the Bank makes a distinction between the interest rate risk and FX rate position of its
FX swap and FX forward contracts both in the accounting records and for business purposes,
the effects of interest rate and FX rate fluctuations are recognised in aggregate through the
net financial profit on investment services, in accordance with applicable accounting

legislation.

Option contracts are measured at the value determined by Murex less any premium which is

recognised separately.

General measurement policies for derivatives

FX forwards and futures

The two opposing cash flows in a transaction denominated in different currencies are
discounted at the appropriate yield curve points, then the discounted cash flows are
aggregated as translated to the basis currency at the central bank’s prevailing foreign

exchange rates.

FX swaps

To arrive at their fair value, each FX swap contract is split to a spot and an opposing outright
forward contract, then forward contracts are transformed into net cash flows in line with the
principles applicable to FX forwards then discounted at interest rates applicable to the term of

the contract.

Interest rate swaps (IRS)
IRS contracts are measured as follows:

e The interest rate swaps are split to the short position of a fix interest bearing security
of the same maturity and to the long position of a variable interest bearing security re-
priced or maturing upon the beginning of the next interest period.

e For opposite contracts, the short position of the variable interest rate security and the
long position of the fix interest rate security are considered by the Bank.

The opposing cash flows from the above transaction are discounted by the Bank based on
the above method using market yield curve points and these discounted cash flows are then
converted at the prevailing foreign exchange rates of the National Bank of Hungary.

10
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Basis swap

The measurement approach of basis swaps is similar to that of IRSs, the only difference being
that the split synthetic securities are denominated in different currencies and both legs bear
variable interest rates.

FX options

Options are measured based on the Black-Scholes model set in our Murex Front Office

system.

Other options
Other options are measured at rates quoted by the relevant partner.

As laid down in the Bank’s accounting policies, assets classified as available-for-sale are
measured at fair value on a consistent basis. Assets measured at fair value are clearly

indicated in the sub-ledger system "Clavis" by using an "investment available for sale" flag.

The general rules for measurement at cost, including impairment, should apply to the
measurement of receivables from credit institutions and customers, and other receivables
classified as available for sale financial assets as well as debt securities held to maturity and
equity investments measured. These items are subject to subsections 13 (1), (2) and (5) of the
Government Decree and subsection 59/B (9) of the accounting law.

Securities and shares classified as long-term financial assets available-for-sale or current
assets should be rated on a monthly basis and where the rating has deteriorated, an
impairment loss should be recognised on the investment. Where the rating has improved, any
previously recognised impairment loss should be reversed to increase the carrying value of

the investment.

If the fair value exceeds the initial cost less repaid instalments, the excess should be

recognised in the fair value reserve in equity.

Special rules

The Bank uses the Murex system to measure trading and available-for-sale assets. For
government bonds and debt securities, fair value equals the market value determined by the
Murex system that uses market information based on actual sale-purchase transactions with
respect to government bonds. If no actual sale-purchase information is available, fair value is

11
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established by the Bank with discounted cash flow method using the zero coupon yield curve
applicable for the government exposure.

Measurement rules for assets not reclassified as held for trading or available-for-sale:

Receivables from credit institutions and customers, and other receivables not reclassified as
held for trading or available-for-sale and qualify as own receivables, purchased receivables or
debt securities held to maturity, as well as purchased receivables, debt securities and
ownership investments qualifying as available-for-sale financial assets not measured at fair
value are measured at cost. Subsections 13(1)-(2) and (5) of the Government Decree applies

to credit institutions.

Receivables should be rated on a monthly basis and where the rating has deteriorated, an
impairment loss should be recognised on the receivable. Where the rating has improved, any
previously recognised impairment loss should be reversed to increase the carrying value of

the receivable.

Other measurement policies

The allocation and use of provisions in accordance with subsection 13(6) of the Government
Decree should also be applied in case fair value measurement is opted for. The risk provision
recognized as other expenses and measured based on the rating of contingent liabilities and
commitments should be recognised as risk provision made for contingent liabilities and
commitments. |f an interim rating finds the amount of risk provision exceeding the level
necessary for that rating, then any such excess should be released up to the total annual
provision made by reducing other expenses; the release of any excess over the annual

provision charge should be recognised as other income.

When a contingent or certain future liability is written off or any related loss is recognised, the
related risk provision should be used against other income.

Section 13(7) of the Government Decree on using provisions can also be applied, according
to which the general risk provision can only be used if a loss arises on the derecognition of an
asset as credit loss or impairment loss on investment, or a loss is realised on a contingent
liability. The risk provision should be used to make up for the unprovided part of the asset or
contingent liability when the related loss is realised. The Bank’s general risk provision made in
the previous years was used up in 2012.

12
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1.3.1.3. Measurement of receivables

The Bank reviews its exposures on a monthly or quarterly basis in accordance with relevant
regulations, and classifies them in performing and non-performing exposure categories, both

categories distinct the restructured receivables.

The impairment and the reversal of impairment, and the setting aside, release and use of the
provisions shall be carried out in consideration of the expected return and/or the future
payment obligation recorded as a loss. If the carrying amount of an asset is higher than the
expected return an impairment loss is recognized if it is lower, the reversal of the impairment

should increase the carrying amount of the asset.

For impairment testing purposes, further to subsection 55(2) of the accounting law and the
Government Decree, receivables are considered to be collectively of low value per debtor if
the total of receivables per debtor does not exceed HUF 100,000,000.

Since 29 February 2012, the Bank has been keeping records of any impairment loss made
and reversed on FX receivables also in the relevant currency. The amounts expressed in
foreign currency are translated to HUF based on the Bank’s policy on the translation of FX
assets and liabilities. (See also note 1.4.)

1.3.1.4. Measurement of investments

The Bank records equity instruments at cost and recognises them in the balance sheet at cost

less any recognised impairment loss plus any reversed impairment loss.

An impairment loss is recognised on long-term equity investments (irrespective of whether it
is held for investment purposes or it is held for trading) if on the balance sheet preparation date
the carrying value of the investment permanently and significantly exceeds the its fair value.
The amount of impairment loss is the difference between the carrying value and the market

value of the equity instrument.

For fair valuation purposes, the following are considered:

e the company's long-term market assessment

* listed and OTC price of the investment less accumulated dividends, and related trends
e the amount expected to be recovered from discontinuing operations

* the relationship between the company's equity/subscribed capital ratio and the
investment's carrying value/nominal value (the latter is not an upper limit to impairment
loss).

13
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Should, in the following year(s), the fair value of an investment at the balance sheet preparation
date significantly and permanently exceed its carrying value, the amount of any previously
recognised impairment loss should be reversed up to the initial cost of the investment at the
maximum.

1.3.1.5. Measurement of intangible and tangible assets
Intangible and tangible assets are recorded at actual purchase cost.

Depreciation is charged on intangible and tangible assets in accordance with the provisions of

the accounting law.
Depreciation and amortisation are charged on a straight line basis.

In respect of residual value, HUF 5 million is considered material; below this amount, the

residual value is zero.

Depreciation rates applied

INTANGIBLE ASSETS

Rights and concession 15.00%
Goodwill 15.00%
Intellectual property

Softwares max 25.00%
Other intellectual property max 25.00%

CREDIT INSTITUTION TANGIBLE ASSETS

Land and buildings

Buildings, parts of buildings. held by own 2.00%
Investment of buildings held by own max 10.00%
Invesiment of buildings. rented Accord. to lease contr. (20%)
Plant and other machinery

Office assets and equipment 14.50%
Copying machines and equipment 14.50%
Other office equipment 14.50%
Telecommunications equipment 14.50%
Administration and other (office) fittings 14.50%
Tools 14.50%
Computers and IT equipment max. 20.00%
Security equipment 14.50%
Vehicles

Vehicles | 20.00%

Tangible assets that cost less than HUF 100 thousands are fully expensed upon capitalisation.

14
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Extraordinary amortisation is recorded for rights and concessions and intellectual property
capitalised as intangible asset in the event an asset is destroyed, becomes obsolete or its
value declines as a result of market perception.

Extraordinary depreciation is recorded for tangible assets if
e the carrying value of a tangible asset (including construction in progress)
significantly and permanently exceeds its fair value;
e a tangible asset or investment is no longer required for entity’s operations,

becomes damaged or is destroyed and therefore is no longer fit for use.

1.3.1.6. Accounting for interest received and contingent interest

Interests that relate to the reporting period and fell due but were not collected by the balance

sheet preparation date are considered contingent interest.

Similarly, interests that relate to the reporting period but did not fall due by balance sheet
preparation date and the underlying loan was rated other than pass or watch are also

considered contingent interest.

Amounts of interest that were received between the reporting date and the balance sheet

preparation date were recognized as interest income.

1.4 Subsequent events

In 2017, the Bank decided to open a new branch in Paks. As a first step, a new ATM was
installed in November 2017, then the new branch was opened in the begining of April 2018.

The management of the Bank decided to merge the headquarters located in two separate
office buildings into one in 2017, as a result of it the Bank's headquarters will change. The
address of the new headquarter is 1088 Budapest, Rakoczi Ut 1-3. This merger is scheduled
to take place in the first half of 2018. The management intends to sell its current office buildings
in the near future.

Sberbank Magyarorszag Zrt. participates in the program launched by National Bank of
Hungary to promote SME lending. The Bank is committed to increase the SME volume through
new production by HUF 7.5 billion. The National Bank of Hungary provided preferential
derivative and deposit products to commercial banks.
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The National Bank of Hungary examines ex-post the eligibility of the use of preferential features
on the basis of the Bank’s regulatory reports. The Bank does not recognize the result of the
preferential features in line with the principle of prudence until the end of this review.

In accordance with the provisions of the Act CLXXVIII of 2015, the Bank has to prepare its
annual financial statements in line with International Financial Reporting Standards (IFRS)
form 1 January 2018, thus the Bank prepared the opening IFRS balance sheet for 1 January
2017 according to IFRS 1 where the difference between the balance sheet of 31 December
2016 based on Act C of 2000 on Accounting and the opening IFRS balance sheet were
recognised at the corresponding elements of the capital. On January 1, 2018 the Bank
introduced its new accounting policy in accordance with international accounting standards, in
case of topics which are not regulated by IFRS the provisions of the accounting act and of the
government decree are still be applied.

Simultaneously with the first application of IFRS, the Bank is obliged to apply IFRS 9 Financial
Instruments as of 1 January 2018, as a result of which the Bank's impairment losses and
provisions have been significantly changed.

1.5 Information systems of the Bank supporting its accounting records

The accounting of the Bank is based on the integrated loan and deposit MIDAS banking system
that is running on an AS/400 server. The different sub-systems that are attached to MIDAS are

the following:

Clavis — securities

Spectrum — derivatives and money market deals

SAP FIl — trade debtors, creditors, fixed assets, and other items
ABC Card management — bank card

Appello — collaterals, guaranties and letter of credits

The above analytical systems (except for Appello) are posting to MIDAS general ledger
through a GPSI interface as part of the daily closing proccess. Appello is making the postings
once a month as part of the monthly closing.

The purchased and sold securities are recorded in Clavis application which is posting to
MIDAS.

The recording and accounting of derivative and money market deals are in Spectrum
application which is posting to MIDAS on a daily basis.
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The accounting for deposits, loans and interbank deals are in MIDAS application.

In addition the cash transactions and petty cash items are also recorded in MIDAS thus
ensuring the subledger reconciliation of petty cash to the general ledger.

The bank card transactions are recorded in Card booking management application which is
posting daily to MIDAS through GPSI.

The SAP integrated application mainly serves for the accounting of non banking operational

costs, expenses and income together with the related accrual postings.

The payroll general ledger postings are prepared by NexonBér application that is operated by

the human resources department.

SAP is preparing the payment files used for creditors and tax payables and it is connected to
MIDAS GIRO module.

The transactions recorded in SAP are transfered to MIDAS as part of the daily posting through
the GPSI interface.

Following the daily closing, the data are transfered from MIDAS to the datawarehouse, from
where the general ledger and other analytical ledgers can be extracted with the help of Cognos

application.
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2. SPECIFIC PART

2.1. Key indicators of the Bank in 2017 and their analysis

The Bank’s balance sheet total dropped by 1.7% (HUF 6,029 million) on the previous year from
HUF 360,830 in 2016 to HUF 354,801 million.

On the assets side of the balance sheet, receivables from credit institutions dropped by HUF
17,291 million and receivables from customers increased by 3.8% to HUF 201,874 million. The
government bond is 3.23% lower compared to the previous year-end.

On the equity & liabilities side, liabilities towards credit institutions fell by HUF 22,812 million
and amounts payable to customers grown by HUF 26,053 million compared to 2016. The HUF
12,324 million decrease in subordinated liabilities was due to the repayment of CHF 42.5
million subordinated debt from Sberbank Russia. The equity increased by HUF 3,516 million
as a result of the positive result achieved in 2017 and the capital increase carried out during

the year.
The Bank’s clients can be grouped into two major categories: retail and micro enterprises.

The Bank’s key financial indicators are set out in Appendix 1.

Below is an analysis of the number of active clients as at 31 December 2017:

No. of people

Description 31.12.2016 31.12.2017
Number of active customers 57,975 61,753
Private customers 45,619 49,430
Micro enterprises 10,761 10,642
Medium and corporate enterprises 1,595 1,681

18



NOTES TO THE FINANCIAL STATEMENTS

Changes in the number of accounts held with the Bank

Description 31122016 31122017 Change "o 9°
Number of costumer accounts 103,085 108,262 5177 5.0%
Savings accounts 6,925 6,566 -359 -5.2%
Deposit accounts 10,763 7,666 -3,097 -28.8%
Current accounts 62,146 64,459 2,313 3.7%
Loan accounts 23,251 29,571 6,320 27.2%

The Bank held 9 branches in Budapest and 17 other branches accross the country and 1 bank
shop at 31 December 2017. The number of cash machines increased to 30 by the end of 2017
as a result of one ATM installation in Paks.

2.2, Financial position of the Bank and the result of its operations
2.2.1. Assets

Liquid assets

HUF millions
BS.ref Description 31.12.2016 31.12.2017 Change Change %
1 Liquid assets 27,343 34,069 6,726 24.6%

At the end of 2017, liquid assets totalled HUF 34,069 million, which is a HUF 6,726 million
increase on the previous year.

The positive change is due to the fact that at the end of 2017, the Bank placed more funds at
the National Bank of Hungary (MNB) for overnight deposits (HUF 28 billion) than at the end of
2016 (HUF 14.5 billion). Compared to HUF 8 billion in the previous year, the Bank did not have
a three-month deposit on the balance sheet date.

Government bonds

HUF millions

BS ref. Description 31.12.2016  31.12,2017 Change Change %
2 Treasury bills and similar securities 55,773 53.970 -1,803 -3.2%
2a) held for trading 8,455 29,610 21,155 250.2%
2b) held as financial fixed assets 47,318 24,360 -22,958 -48.5%
2/A \;ﬁ::ation difference on treasury 218 -1,403 -1,621 .743.6%
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