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Independent Auditors’ Report

To the shareholder of Magyar Export-Import Bank Zrt.

Opinion

We have audited the individual financial statements of Magyar Export-Import Bank Zrt. (“the Bank"), which
comprise the individual statements of financial position as at 31 December 2022, 31 December 2021 and 31
December 2020, the individual statements of comprehensive income, changes in equity and cash flows for
the years then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying individual financial statements present fairly, in all material respects, the
financial position of the Bank as at 31 December 2022, 31 December 2021 and 31 December 2020, and of
its financial performance and its cash flows for the years then ended in accordance with International
Financial Reporting Standards as adopted by the European Union.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Individual Financial
Statements section of our report. We are independent of the Bank in accordance with International Ethics
Standards Board for Accountants International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), that are relevant to our audit of the individual financial
statements and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the individual financial statements of the current period. These matters were addressed in the context of
our audit of the individual financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.
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Recoverability of loans and advances to banks and insurance companies, loans and advances to
other customers (net carrying amount: HUF 1,195,483 million and HUF 446,979 million, accumulated
impairment loss: HUF 4,369 million and HUF 59,510 million)

Refer to Note (3.7); (6); (7); (15) and (30) to the individual financial statements

The key audit matter

How the matter was addressed in our audit

Impairment loss represent Bank’s best estimate of Our audit procedures included amongst others the

the expected credit losses (“ECLs”) within loans
and advances to banks and insurance companies
and to other customers at amortized cost at the
reporting date. We focused on this area as the
measurement of impairment loss requires the Bank
to make complex and subjective judgements over
the amounts of any such impairment.

Impairment on individually assessed loans are
based on the Bank’s judgment in estimating the
present value of expected future cash flows and
the probability of the estimated outcomes, which
are inherently uncertain. The present value of
expected future cash flows is affected by, amongst
others, the estimate of the expected proceeds from
the sale of the related collateral and estimated
period for collateral disposal.

Collective impairment is determined by the Bank
by a rating-based approach at customer level,
which considers historical experience and
identification of exposures with a significant
increase in credit risk (“SICR”). Based on the
assigned rating, estimates of the probability of
default and the potential loss given default are the
significant elements to determine the collective
loss allowance. The Bank uses complex models to
estimate probability of default and loss given
default and the development of multiple scenarios
used in the estimate as well as assumptions,
methods and selection of data require from the
Bank significant degree of judgment.

following procedures:

We updated our understanding of and evaluated
the Bank’s process for estimating ECL, and
assessed the design and implementation of
related controls, in particular the controls
associated with the completeness,
appropriateness and accuracy of the estimation of
ECL. In particular, we evaluated the
appropriateness of the model governance
procedures applied by the Bank.

With the assistance of our own IT specialists we
evaluated the general IT controls and application
level IT controls over the ECL calculation.

We assessed whether the relevant standards’
definitions of SICR and default, and loan staging
criteria, were appropriately and consistently
applied

We performed a specific loan assessment for a
sample of individually significant customer loans
by reference to the underlying loan
documentation, which among others included the
correspondence with the borrower, the loss
allowance estimates prepared by the Bank’s credit
risk officers, the available financial information,
latest independent appraisals made on the
collaterals, related internal committee minutes,
and consideration of the resolution period
estimated for the credit impaired loans. We
assessed collateral values with reference to
valuations performed by approved appraisers
engaged by the Bank, furthermore we involved our
own property valuation specialists. In addition, we
examined past due information and industry
benchmarks.
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The ECL estimate incorporates forward-looking
information through various forecasted
macroeconomic variables and their estimated
impact on the economy and ultimately on the ECL
estimate. The determination of macroeconomic
variables and the weighting of macroeconomic
scenarios contain a high degree of estimation
uncertainty given the current volatile
macroeconomic environment. There is a risk that
ECL estimate applied does not properly
incorporate the unprecedented changes in the
economic environment.

The Bank has to deal with the challenges of ECL
models that were not designed for economic
shocks. When underlying assumptions or data
used to estimate ECLs do not reflect current
circumstances, events or conditions of the entity
management overlays may be necessary.

Detailed disclosures are required to be presented
in the notes to the individual financial statements

related to the changes of credit risk and the related

responses of the Bank. The evaluation of the
relevance and appropriateness of these
disclosures is a complex exercise and it is
challenging from audit point of view.

Due to the significance of loans and advances to
banks and insurance companies and to other
customers as well as the significant degree of
complexity and judgment required from the Bank
in determining expected credit losses this matter
required our increased attention in the audit and
therefore has been considered as a key audit
matter.

With the assistance of our own financial risk
management specialists, we evaluated the
impairment models and the underlying estimation
parameters, including the management overlays,
and recalculated the expected credit losses for the
loans assessed collectively for impairment.

We assessed the completeness, accuracy and
relevance of data used for estimates relating to
valuation of loans to customers.

We evaluated whether the macroeconomic
forecasts, used as the input data in the ECL
models, are within the range of general market
benchmark and the forecast published by the
National Bank of Hungary.

We evaluated the completeness, accuracy and
adequacy of disclosures related to impairment of
loans.
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Valuation of Investments measured at fair value through profit or loss and Investments accounted for
using the equity method (2022: HUF 34,367 million and HUF 88,973 million, 2021: HUF 39,578 million
and HUF 69,856 million )

Refer to Note (3.17); (9); (10); (33.2) and (34) to the notes to the individual financial statements

The key audit matter How the matter was addressed in our audit

Our audit procedures included amongst others the
following procedures:

Investments measured at fair value through profit
or loss and Investments accounted for using the

equity method comprise investments in venture
capital and private equity funds.

The investments in venture capital and private
equity funds measured at fair value through profit
or loss are measured by the Bank by reference to
the net asset value of the funds determined by the
fund managers on a fair value basis. These
venture capital and private equity funds made
individually significant investments, which
underlying investments are mostly in the early
investment phases, and furthermore operate in
industries significantly affected by the changing
macroeconomic environment. Therefore, the
determination of fair value of the underlying
investments involves significant estimation
uncertainties and judgement relating to the
expected future cash flows generated by the
underlying investee.

In case of investments in venture capital and
private equity funds accounted for using the equity
method the determination whether the fund meets
the definition of an investment entity might have a
significant effect on the recognized amount of the
investment. This is because the Bank is required
to apply the equity method based on the fund’s
financial statements in which the underlying
investments in subsidiaries are either measured at
fair value (when the fund is an investment entity)
or are consolidated (when the fund is not an
investment entity). The determination of whether a
fund meets the definition of an investment entity
requires the Bank to apply significant judgement in
analyzing the characteristics of the fund and the
relationship between the Bank and the fund.

Due to the significance of Investments measured

at fair value through profit or loss and

Investments accounted for using the equity
_method as well as the estimation uncertainties

We obtained an understanding of the Bank's
policies for and processes of investing into
venture capital and private equity funds.

We obtained an understanding of the Bank'’s
processes for and the controls implemented
over the measurement of investments.

We assessed the appropriateness of the Bank’s
conclusion on whether the funds meet the
definition of an investment entity.

We assessed the design and implementation of
the controls applied by the Bank in the process
of regular reconciliations of net asset values
between the fund manager and the Bank and
assessed the Bank's process to monitor the
reports prepared by the fund managers
supporting the net asset value of the funds and
the fair value of the underlying investments.

We assessed whether the net asset values of
venture capital and private equity funds reported
by the fund managers provide appropriate basis
for valuation purposes in accordance with
relevant standards. For the equity accounted
investments in funds that are not investment
entities we tested whether the equity method
was applied based on the consolidated financial
statements of the funds prepared in accordance
with the standards and the Bank’s accounting
policies.

We examined the mathematical accuracy of
calculations related to the valuation of
investments as of the reporting date.

We assessed the relevance and completeness
of the disclosures made by the Bank relating to
the significant estimation uncertainties and

Magyar Export-import Bank Zrt. ~100 - 2022.12.31.

WVIA &



an

and judgments described above we considered significant applied judgements associated with
this area to be a key audit matter. the investments in funds.

Responsibilities of Management and Those Charged with Governance for the Individual Financial
Statements

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

In preparing the individual financial statements, management is responsible for assessing the Bank’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Bank or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Individual Financial Statements

Our objectives are to obtain reasonable assurance about whether the individual financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 International Standards on Auditing 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 be expected to influence the economic decisions of users taken on the
basis of these individual financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

* |dentify and assess the risks of material misstatement of the individual 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
Bank'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 Bank's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures
in the individual 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 auditors’ report. However, future
events or conditions may cause the Bank to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the individual financial statements, including the
disclosures, and whether the individual financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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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 communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken
to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the individual financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is the signatory of this
report.

Budapest, 12 April 2023
KPMG Hungaria Kft.

Zsuzsanna Nagy
Parine
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Statement of financial position

31 December 2022
(All amounts in HUF million, unless otherwise indicated)

Note
Cash and cash equivalents 4
Goverment securities at amortised cost 5
Loans and advances to credit institutions and insurance companies 6
Loans and advances to other customers 7
Derivative transactions — Held for trading, measured at fair value 8
through profit or loss
Investments measured at fair value through profit or loss 9
Investments accounted for using the equity method 10
Intangible assets 11
Property, plant and equipment 12
Actual income tax receivables 13
Other tax receivables 13
Deferred tax receivables 13
Other assets 14
Total assets
Liabilities to credit institutions and insurance companies 16
Liabilities to other customers 17
Derivative transactions — Held for trading, measured at fair value
through profit or loss .
Derivatives held for hedging purposes 8
Securities issued 18
Provisions 15
Tax liabilities 13
Deferred tax liabilities 13
Other liabilities 19
Total liabilities
Subscribed capital 20
Retained earnings 20
Other reserves 20

Total equity

Total equity and liabilities

12 April 2023
Authorised for issue by

ornél Kisgergely
Chairman and Chief Executive Officer

31.12.2022 31.12.2021 31.12.2020
186 306 1543 2529
113 056 102 976 105 261

1195483 983 793 762 366
446 979 407 265 323 538
9746 26 -

34 367 39578 28 198
88973 69 856 61121
2251 2292 2165
1727 2048 2394

- 436 649

442 557 673
2502 1985 374
9619 5589 4067
2091 451 1617 944 1293 335
1171812 944 974 850 323
2514 1009 3675

- 4304 1545

32 180 19 029 -
519453 383 788 201 400
1507 144 243
710 187 105

- 200 84

8063 8737 8794
1736 239 1362 372 1066 169
310 000 253230 213 230
48 849 4920 3595

3 637) (2578) 10 341
355212 255572 227 166
2091 451 1617 944 1293 335

Mihaly Hoffmann
Chief Financial Officer



HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Statement of Comprehensive Income

31 December 2022

(All amounts in HUF million, unless otherwise indicated)

Interest income recognised using the effective
interest method

Other interest income
Interest expense

Net interest income/expense

Fee and commission income
Fee and commission expense

Net income from fees and commissions

Gains (losses) on derecognition of financial assets
measured at amortised cost

Gains (losses) on modifications in financial assets

Impairment (losses) or reversal of impairment on
financial assets

Impairment (losses) or reversal of impairment on
non-financial assets

Gains or losses from trading and investment
activities

Other operating income

Other operating expenses

Personnel-type expenditures

Depreciation

Share of profit/(loss) of investments accounted for
using the equity method

Profit (loss) before tax
Income taxes
Profit (loss) for the year

Other comprehensive income (loss) to be
reclassified to profit or loss

Currency translation difference on foreign currency-
based equity accounted investees
Unrealised gains/losses on cash flow hedges

Reclassification to profit or loss of unrealised
gains/losses on cash flow hedges

Reclassification to profit or loss cost of heding
amortisation

Related deferred tax
Other comprehensive income (loss) for the period

Total comprehensive income (loss) for the period

12 April 2023
Authorised for issue by

Kornél Kisgergely

Chairman and Chief Executive Officer

Note 2022 2021 2020
2 89 454 31 660 26 677
2 2 888 2015 481
22 (43825)  (15188)  (12698)

48517 18 487 14 460

23 907 747 260

23 (290) (239) (179)

617 508 81

24 i 666 (50)

33 (36) (26) (891)

15  (28560) (8 945) (7 090)

15 (5) 5 2

25 4248 2001 (2 147)

26 - 375 1165

26 (8 740) (3 722) (4 138)

26 (4 787) (4 348) (4 086)

26 (984) (1009) (1051)

10 (7 029) (1616) (6 465)

3241 2376  (10210)

13 (991) (904) (104)

2250 1472 (10314)

(2610) (13 066) 168

10 1307 100 168

8  (12142)  (17165) -
11197 4970

8 (3 359) (2 273) -

387 1302 -

(2610) (13 066) 168

(360)  (11594) (10 146)

il L

Mihaly Hoffmann

Chief Financial Officer
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Statement of cash flows
31 December 2022
(All amounts in HUF million, unless otherwise indicated)
Description Note 31.12.2022 31.12.2021 31.12.2020
Profit (loss) for the year 2250 1472 (10314)
Depreciation 26 984 1009 1051
Impairment losses on assets 15 32284 5645 8505
(Profit)/loss from revaluation to fair value (14 433) (1813) 16 225
Share of the profit (loss) of investments accounted for 10
using the equity method 5723 1516 6 298
Reclassification to profit (loss) of unrealised 8 )
gains/losses on cash flow hedges 11198 4970
Foreign exchange loss (gain) on non-operating cash 18
flows 1306 362 6027
Changes in other assets not involving cash flow (IFRS
16) 12 (103) 38 188
Net interest income 22 (48517) (18487) (14 460)
Income tax expense 13 991 904 104
Net change in loans and advances to credit institutions
and insurance companies (excluding impairment) (214 310) (222296) (236 061)
Net change in loans and advances to other customers
(excluding impairment) (71 473) 86965)  (79719)
Net change in other assets (3 956) (1430) (913)

Net change in liabilities from credit institutions and
insurance companies, except change of long term

subordinated loans that can be considered 221103 93 267 276 808
Net change in liabilities to other customers 1489 (2 665) 2974
Net change in other liabilities and provisions 1717 380 (496)
Interest received 92 981 31620 23 999
Interest paid (27038)  (13963) (13 746)
Income taxes paid (867) (884) (797)
Net cash flow used by operating activities (8670) (207 320) (20 275)
INVESTMENT ACTIVITIES

Acquisition of government bonds 5 (8623) (17466) (62 148)
Disposal/maturity of government bonds 5 - 20257 -
Acquisition of investments accounted for using the 10

equity method (34450) (11651 (7021)
Investment capital reduction / yield payment 10

accounted for using the equity method 9610 1400 600
Investment acquisition measured at fair value through 9

profit or loss (10931) (11226) (3 602)
Shareholdings capital reduction / yield payment 9

measured at fair value through profit or loss 14 201 4 460 717
Acquisition of intangible and tangible assets 11,12 (529) (694) (856)
Net cash flows used by investing activities (30 722) (14 920) (72 310)
FINANCING ACTIVITIES:

Cash inflow from capital increase 20 100 000 40 000 54 300
Lease payments 12 (516) 475) 374)
Cash inflow from bond issuance 18 319570 256 852 138 431
Repayment of bonds issued 18 (194939)  (75146) (160 860)
Net cash flow from financial activities 224115 221231 31 497

Net increase (decrease) in cash and cash
equivalents 184 723 (1 009) (61 088)
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Net foreign exchange difference 40 23 33
Cash and cash equivalents at the beginning of the year 4 1543 2529 63 584
4 186 306 1543 2529

Cash and cash equivalents at the end of the year

12 April 2023
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Notes to the individual financial statements for the year ended 31 December 2022
(All amounts in HUF million, unless otherwise indicated)

NOTE 1 GENERAL INFORMATION

Hungarian Export-Import Bank Private Limited Company (“Eximbank”, “the Bank™) was established
on 26 May 1994 as one of the legal successors upon the dissolution of the Export Guarantee Corporation.
The scope of Eximbank’s activities and the specific provisions applicable to it are laid down in Act XLII
of 1994, in force in Hungary (hereinafter: “Exim Act”).

Eximbank’s primary business goal is to promote Hungarian exports by granting loans and guarantees.

The Bank is a private limited company with its registered office in Hungary. The Bank’s registered
office: Nagymezd u. 46-48., 1065 Budapest, Hungary.

The Minister for Economic Development exercises shareholder rights on behalf of the Hungarian State.
Eximbank is a specialised credit institution, wholly owned by the Hungarian State.

Under the Exim Act, Eximbank’s mission is to finance the export of Hungarian goods and services and
to finance investments in Hungary and investments related to Hungarian exports, thereby financing
Hungarian enterprises, mainly small and medium-sized enterprises but also large corporations, in order
to maximise export opportunities, contributing to the preservation and creation of jobs in Hungary and
promoting the development of the national economy by improving the competitiveness of Hungarian
exports in foreign markets.

In accordance with Eximbank’s mission, it provides financing, guarantee and capital investment services
to its customers and financial institution partners in order to fulfil its export-promotion duties. Within
its scope of duties, it provides loans at favourable interest rates to export buyers in relation to sales of
Hungarian exporters abroad, subject to OECD rules. The state’s export credit agency functions are
shared between Eximbank and Magyar Exporthitel Biztosit6 Zrt. (Hungarian Export Credit Insurance
Ltd., “MEHIB.”). While Eximbank is engaged in the provision of export and export-related financing —
directly through lending or indirectly through venture capital and/or private equity funds — and offers
export guarantees, MEHIB provides export credit insurance to exporters or their banks, including
Eximbank’s borrowers as well.

- Eximbank website:https://exim.hu

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Notes to the individual financial statements for the year ended 31 December 2022
(All amounts in HUF million, unless otherwise indicated)

NOTE 2 PRINCIPLES OF COMPILATION

2.1 IFRS compliance

These individual financial statements have been prepared in accordance with the International Financial
Reporting Standards (“IFRS”) adopted by the EU.

IFRSs comprise accounting standards issued by the IASB and its predecessor body and interpretations
issued by the International Financial Reporting Interpretations Committee (“IFRIC”) and its predecessor
body, as adopted by the EU.

As of 31 December 2018, the Bank prepared individual financial statements in accordance with IFRSs
as adopted by the EU for its bonds listed on a foreign stock exchange. Starting from 2019, the Bank
prepares statutory separate financial statements in accordance with IFRSs as adopted by the EU, since
the law requires the preparation of this type of financial statements starting from 2019. In 2019, the
Bank no longer prepared individual financial statements because they were not required to be prepared
by law and they were not required to prepare because of the bonds issued on the London stock exchange
either. The Bank is required to prepare individual financial statements in accordance with IFRSs as
adopted by the EU for the years 2020, 2021, 2022 due to the planned issue of bonds on the London stock
exchange since they have to be included in the prospectus on the bond issue. The Bank prepares these
individual financial statements as if it had never ceased to prepare individual financial statements in
accordance with IFRSs as adopted by the EU.

There were no material adjustments to the Bank’s individual financial statements for the years ending
31 December 2022, 2021 and 2020 resulting from application of the accounting policies in these
individual financial statements as compared to the accounting policies that would be have been
applicable for the preparation of the Bank’s individual financial statements for the year ended 31
December 2019. The Bank accounts for its investments in associates and joint ventures applying the
same method in both the separate and the individual financial statements, consequently there are no
material differences between the Bank’s separate and the individual financial statements prepared in
accordance with IFRS as adopted by the EU.

2.2 Valuation principles

The individual financial statements have been prepared on a historical cost basis except for the
following:

Derivative financial instruments are measured at fair value,
Non-derivative financial instruments measured at fair value through profit or loss are measured
at fair value,

e Investments in equity instruments of entities over which the Bank has joint control or significant
influence are measured using the equity method.

The preparation of financial statements requires the management to make certain judgements, estimates
and assumptions that affect the reported amounts of assets, liabilities, income, expenses and disclosure
of contingent assets and liabilities. Actual results may differ from these estimates.

Estimates and underlying assumptions must be reviewed on an ongoing basis. Revisions to accounting
estimates are to be recognised in the period in which the estimate is revised and, if necessary, in any
future periods affected by the revision.

In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are presented in Note 33.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Notes to the individual financial statements for the year ended 31 December 2022
(All amounts in HUF million, unless otherwise indicated)
The effects of what is referred to as the agricultural moratorium introduced to mitigate drought risk in
2022 are presented in Note 33.4 Calculation of gain/loss on modification.

2.3 Functional and presentation currency

The items in the individual financial statements are measured in Hungarian forint (functional currency),
being the currency of the primary economic environment. Except as otherwise indicated, in the
individual financial statements all financial information is presented in Hungarian forint (presentation
currency), rounded to the nearest million (HUF million, or HUF billion in the case of billions).

NOTE 3 SIGNIFICANT ACCOUNTING POLICIES

Accounting policies are the set of principles, conventions, rules and practices applied by the Bank in the
preparation and presentation of its financial statements. The accounting policies set out below have been
applied consistently to all periods presented in the individual financial statements.

The Bank presents its statements of financial position in the order of liquidity. A statement of assets and
liabilities recovered or settled within twelve months following the date of presentation of the financial
statements and during a period longer than the twelve months is included in Note 27.

3.1 Financial instruments

A financial asset or a financial liability is recognised in the statement of financial position when, and
only when, under the contract the Bank becomes a subject of the contractual provisions of the
instrument.

The Bank initially recognises its financial instruments on the settlement date, except for derivative
financial instruments, which are recognised on the trade date.

Financial instruments at fair value through profit or loss are initially recognised at their fair values. On
initial recognition, the Bank measures other financial assets and financial liabilities at fair value adjusted
for directly related transaction costs. The fair value of a financial instrument at initial recognition is
usually the transaction price.

On initial recognition, financial assets are classified into one of the following measurement categories:
¢ financial assets measured at amortised cost,
¢ financial assets measured at fair value through other comprehensive income (FVOCI)
e financial assets measured at fair value through profit or loss (FVTPL).

A financial asset is measured at amortised cost if it meets all of the following criteria and is not
designated as measured at fair value through profit or loss:
e the asset is held in a business model whose objective is to collect contractual cash flows, and
e the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI).

A financial asset is measured at fair value through other comprehensive income if it meets all of the
following criteria and is not designated as measured at fair value through profit or loss:
e the asset is held in a business model whose objective is both to collect contractual cash flows
and to sell financial assets, and
e the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI).

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Notes to the individual financial statements for the year ended 31 December 2022
(All amounts in HUF million, unless otherwise indicated)

The following table shows the result of the SPPI test:

Financial asset type Result of SPPI test

Loans eligible for interest equalisation SPPI-type cash-flow characteristics
NHP loans SPPI-type cash-flow characteristics
Aid credits SPPI-type cash-flow characteristics
Loans to employees SPPI-type cash-flow characteristics
Other (market rate) loans SPPI-type cash-flow characteristics
Government bonds SPPI-type cash-flow characteristics

In the course of the analysis it was established that Eximbank has contractual rights to collect the unpaid
amounts of the outstanding principal and its interests. There are no restrictions on contractual cash flows
that are incompatible with the SPPI criteria. The cash flow, or a part of it, is not linked to the performance
of the debtor or of any other related factor. Payments are not deferred regardless of interest accrual.
There is no pre-defined condition in the contract that allows the non-repayment of any amount.

Overall, the financial assets managed by the Bank are designed to manage the Bank’s liquidity so that
the Bank can meet the required liquidity ratios. Past experience shows that these assets typically are not
resold, with the primary objective of each purchase being to collect interest and principal over the term.
The Exim Act expressly prohibits security transactions for trading purposes.

The Business department of the Bank deals with lending and guarantees. The purpose of lending is in
all cases to collect the interest and principal during the term. The Bank will not originate any transactions
where the original intention is to transfer the asset to another party at a later date, nor has it any previous
experience of selling. If a receivable becomes irrecoverable, a dedicated department of the Bank will
take over and collect the outstanding debt; only in exceptional cases may the receivable be sold.

The assessment of the performance of the employees and their compensation are not linked to the return
on securities (either to the fair value of the securities or to the contractual cash flows collected).

Upon the initial recognition of an investment in an equity instrument not held for trading, the Bank may
irrevocably elect to recognise changes in fair value in other comprehensive income. There is an option
to make this election per instrument.

All other financial assets and financial liabilities are measured at fair value through profit or loss.

At initial recognition, the Bank classifies financial liabilities into the following measurement categories:
e financial liabilities measured at amortised cost

e financial liabilities measured at fair value through profit or loss (FVTPL).
At initial recognition, the Bank also recognises financial guarantee contracts and loan commitments
(credit lines) below the market interest rate at fair value, with respect to the settlement date.

Derivatives are measured at fair value in the statement of financial position.

In cases when there is a reporting date between the date of the transaction and the settlement date, the
Bank recognises the fair value difference between the transaction and reporting date in the case of
financial instruments measured at fair value under Other assets or Other liabilities.

The Bank derecognises a financial asset when
e the contractual rights to the cash flows from the financial asset expire, or

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Notes to the individual financial statements for the year ended 31 December 2022
(All amounts in HUF million, unless otherwise indicated)
e the Bank transfers the contractual rights to receive the cash flows of the financial asset, or the
Bank retains the contractual rights to receive the cash flows of the financial asset, but assumes
a contractual obligation to transfer the cash flows to one or more recipients in an arrangement
that meets certain conditions, in a transaction in which
o the Bank transfers substantially all risks and rewards from the ownership of the asset,
or
o the Bank does not transfer or retain substantially all the risks and rewards of ownership,
and the Bank does not retain control of the financial asset.

Modlification of contractual terms of financial assets and liabilities

In the case of modification of the contractual terms of financial assets or liabilities, the Bank assesses
whether the modification is significant. If the modification is significant, the financial asset or liability
is derecognised.

In the case of a substantial modification resulting in the derecognition of a financial asset or liability,
the financial asset or liability ceases to exist, and a new financial asset or liability is recognised at fair
value. Any difference between the derecognised carrying amount of the original financial asset or
liability and the new financial asset or liability, recognised at fair value, is recognised in profit or loss.
Eligible transaction costs related to the new financial asset increase the fair value of that financial asset.
Income from fees related to modifications are presented as gain or loss on derecognition, except for fees
that adjust the fair value of the new financial asset and fees that compensate transaction costs, which are
taken into account at the initial recognition of the new financial asset.

If the modification is not deemed significant, the Bank recalculates the gross carrying amount of the
financial asset or the amortised cost of the financial liability with the net present value of the modified
future contractual cash flows discounted by the original effective interest rate (or, for financial assets
purchased or originated with impaired credit quality, the effective interest rate adjusted for credit risk)
and recognises the resulting gain or loss in profit or loss. In the case of instruments with variable interest
rate, the original effective interest rate used to calculate the gain or loss is adjusted to reflect current
market conditions prevailing at the date of the modification.

The costs or fees incurred, after accounting for the above difference, adjust the carrying amount of the
financial asset or liability — gross value in the case of a financial asset — and are amortised over the
remaining life of the instrument by recalculating the effective interest rate.

In order to determine whether a contract modification is significant, the Bank performs
- aquantitative, and
- aqualitative test.

A contract modification is substantial if it can be regarded as significant according to either of the above
tests.

A contract modification is considered to be significant on the basis of the quantitative test, if the present
value of the contractual cash flows to be modified, discounted at the original effective interest rate,
differs by at least 10% at the date of the modification compared to the gross carrying amount before the
modification.

If, in the event of financial difficulty of the debtor, the Bank plans to modify the financial instrument in
such a way that it would result in a remission of cash flows, it first considers whether a part of the
instrument should be written off before the modification. This has an impact on the quantitative test, as
it may result in the conditions for derecognition not being met.

A contract modification is considered to be significant on the basis of the qualitative test if the Bank
concludes that the risks of the modified financial asset or liability are substantially different from those
of the original financial asset or liability.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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In particular, a contract modification is considered significant in the following cases:
- change in currency
- fundamental change in the nature (type) of the asset or liability
- change if interest rate from fixed to variable (or from variable to fixed) the change results in the
modified cash flows not meeting the SPPI test

The Bank derecognises a financial liability (or a part of it) in the financial statements when it is
extinguished — i.e. when the obligation set out in the contract is discharged or cancelled or it expires.

Financial assets and financial liabilities recognised in the statement of financial position are offset and
the net amount is shown when the Bank has a legally enforceable right to offset the amounts and it
intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

Pursuant to the provisions of Govt. Decree 292/2022 (VIIL.8.) in respect of the agricultural moratorium
and to those of Govt. Decree 216/2022. (V1.17.) in relation to the general moratorium, the Bank carried
out a calculation of the change in the cash flows for the transactions concerned and, based on these, did
not identify any cases where derecognition was necessary, either on the basis of qualitative or
quantitative factors. Accordingly, for these transactions, the gross carrying amount is recalculated at the
original effective interest rate, taking into account future cash flows. The difference between the
amortised cost before and after the adjustment is recognised by the Bank in profit or loss.

3.2 Financial instruments measured at fair value (derivatives)
The Bank measures its derivative financial assets and liabilities at fair value through profit or loss.

For economic hedging purposes, the Bank may enter into contracts for derivative financial instruments
(swaps, CCIRS), and in doing so it may, of business reasons, choose to apply hedge accounting under
IFRS 9. All derivative financial instruments are carried at fair value, and all gains and losses realised on
these instruments are recognised under “Gains and losses from trading and investment activities” in the
profit and loss account. The details regarding hedge accounting can be found in Note 8.

3.3 Investments measured t fair value, and investments accounted for using the equity
method

A part of the Bank’s capital investments consists of investments in investment funds, which are designed
to generate yields and also to leverage banking relationships. The majority of capital investments is in
the form of interest in investment funds.

Investments in equity instruments of associates and joint ventures where the Bank has joint control or a
significant influence are accounted for using the equity method (see Note 3.17).

Since these investments do not meet the criteria of the SPPI (see Note 3.1), all other investments are
measured at fair value through profit or loss.

Dividend income (except where the dividend is clearly intended to recover the cost of an investment) at
the date of approval and other gains/losses on investment fund shares are recorded under “Gains or
losses from trading and investment activities” at the time of the decision.

3.4 Financial instruments measured at amortised cost

Interest income on financial assets measured at amortised cost is calculated using the effective interest
method.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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When calculating the effective interest rate, the Bank estimates future cash flows considering all
contractual terms of the financial instrument (for example, prepayment options) but — with the exception
of financial assets purchased or originated with impaired credit quality — does not take into account
expected credit losses (ECL). For financial assets purchased or originated with impaired credit quality,
the effective interest rate adjusted for credit risk is calculated using estimated future cash flows that
include expected credit losses.

The calculation includes all amounts paid or received that are an integral part of the effective interest
rate, including transaction costs, fees, premiums and discounts. Transaction costs include additional
costs that are directly attributable to the acquisition or issue of a financial asset or liability.

After initial recognition financial liabilities are measured at amortised cost, except for derivative
financial liabilities.

3.4.1 Cash and cash equivalents

Cash and cash equivalents include banknotes and coins, balances held with central banks
and highly liquid financial assets with a maturity of less than three months, which are
subject to insignificant risk of changes in their fair value, and are held by the Bank in order
to settle short-term commitments. After initial recognition the Bank measures these
instruments at amortised cost in the statement of financial position.

3.4.2 Government securities measured at amortised cost

The Bank measures debt securities that meet the SPPI criteria and are held in order to
collect principal and interest cash flows at amortised cost in the statement of financial
position, following initial recognition.

3.4.3 Receivables from credit institutions and insurance companies and Receivables from
other customers

The Bank measures loans to banks, insurance companies and other customers, which meet
the SPPI criteria and are granted in order to collect principal and interest cash flows, at
amortised cost in the statement of financial position, following initial recognition.

3.4.4 Liabilities to credit institutions and insurance companies, and Liabilities to other
customers

Loans and deposits from banks and insurance companies, receivables from other
customers and debt securities issued are carried after the initial recognition at amortised
cost.

3.5 Financial guarantees and loan commitments (credit lines)

A financial guarantee is a contract that requires the Bank to make specified payments to reimburse the
holder for losses it incurs because a specified debtor has failed to make payment when due in accordance
with the terms of the debt instrument.

A loan commitment is a firm commitment to provide a loan on pre-determined terms.

In the normal course of business, the Bank issues financial guarantees, which consist of letters of credit
and loan guarantees. Financial guarantees and commitments to provide loans at market interest rates are
measured at fair value on initial recognition and are presented in the statement of financial position
under “Other liabilities”. The fair value of financial guarantees is the fee for the guarantee received. In
the subsequent valuation, the Bank as the issuer of the guarantee will value it at the higher of:

(i)  the amount of the loss allowance determined in accordance with IFRS 9, or

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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(ii) the amount initially recognised less the amount of deferred income recognised in accordance
with the principles of IFRS 15.

The premium received is recognised on a straight-line basis over the life of the guarantee in the profit
and loss account under “Fee and commission income”.
The provision for losses on financial guarantees and loan commitments is presented in the statement of
financial position under “Provisions” while in the statement of comprehensive income it is recognised
under in “Impairment losses on financial instruments and (creation)/reversal of provisions”.

3.6 Determination of fair values

Several provisions of the Bank’s accounting policies and their annexes require the determination of fair
value for financial assets and liabilities. Fair values are determined for measurement and/or disclosure
purposes based on the following methods.

Fair value is the price that would be received for selling an asset or transferring a liability in an arm’s
length transaction between market participants at the measurement date under current conditions in the
primary market for the asset or liability or, in the absence of such, in the most favourable market. The
fair value of a liability reflects the Bank’s non-performance risk.

All financial instruments are recognised initially at fair value. In the normal course of business, the cost
of a financial instrument at initial recognition is the transaction price (that is, the fair value of the
consideration given or received). In case the initial fair value differs from the transaction price, the Bank
recognises the initial (first-day) fair value difference between the fair value and the transaction price as
follows. If the fair value measurement is supported by a price quoted in an active market for the same
asset or liability or is based on a measurement method using only observable market prices, the Bank
recognises the difference in profit or loss. Otherwise the Bank adjusts the carrying amount of the
financial instrument to defer the recognition of the difference and recognises it in profit or loss to the
extent that it arises from changes in the factors that market participants consider in pricing the
instrument.

The fair value of financial instruments quoted in active markets is measured at the (unadjusted) prices
quoted in active markets, on the basis of bid prices for assets and ask prices for liabilities (level 1).

If no directly or indirectly observable prices quoted in an active market are available, fair value is
determined using valuation techniques that use inputs other than observable market prices. These include
the use of quoted prices of similar instruments in active markets, quoted prices of identical or similar
instruments in markets that are not active, or the use of other valuation techniques in which all significant
inputs are observable directly or indirectly from market data. (Level 2).

In all other cases, financial instruments are measured using valuation techniques that use unobservable
inputs, and these have a significant effect on the valuation of the instrument (level 3). This includes
valuations based on quoted prices for similar instruments that require significant unobservable
adjustments or assumptions in order to reflect differences between the instruments. See Note 34 for
further details of fair value determination.

3.7 Impairment on financial assets
The Bank recognises a loss allowance for expected credit losses on the following financial instruments:

financial instruments classified as debt instruments;
lease receivables;

financial guarantee contracts issued;

loan commitments (credit lines).

Investments in equity instruments measured at fair value through profit or loss or other comprehensive
income are not impaired in accordance with IFRS 9.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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The Bank measures the loss allowance at an amount equal to the expected credit loss over the lifetime
of the loan, except for the following, for which measurement is at the amount of the 12-month expected
credit loss:

e debt securities that, as determined by the Bank, have a low credit risk at the reporting date;
e other financial instruments (except for lease receivables), for which credit risk has not increased
significantly since initial recognition.

In the case of lease receivables, loss allowance is always measured at an amount equal to the expected
credit loss over the lifetime of the lease.

The 12-month expected credit loss is the portion of the credit loss expected over the lifetime of the
instrument that embodies the expected credit loss that may be incurred during the 12 months after the
reporting date as a result of a default event concerning the financial instrument.

The lifetime expected credit loss is the expected credit loss arising from all possible events of default
during the expected life of the financial instrument.

The expected credit loss is the probability-weighted average of credit losses.

At each valuation date, the Bank classifies the financial instruments into Stages, and determines the
expected credit loss to calculate loss allowance, as described above. In accordance with the above,
financial instruments are classified into three categories:

e Stage 1 classification is applied to financial instruments at initial recognition, except for POCI
(purchased or originated credit impaired) receivables. Financial instruments remain in Stage 1
until a significant increase in credit risk compared to initial recognition occurs. This Stage also
includes financial instruments that the Bank considers to be low credit risk at the reporting date.
For Stage 1 instruments, the Bank calculates a 12-month expected loss using lifetime PD
(probability of default) models and LGD (loss given default) values, elaborated by segment; in
the case of off-balance sheet items, it uses CCFs (credit conversion factors), reflecting the
probability of inclusion in the balance sheet.

e Stage 2 classification is applied to financial instruments where a significant increase of credit
risk can be observed since initial recognition, however, the criteria for non-performing
(default)/credit impaired exposure are not met. Lifetime expected losses are calculated for
instruments included in Stage 2 using future exposures derived from contractual cash flows, the
corresponding lifetime PD models, LGDs, as well as CCFs for off-balance sheet exposures.

e Stage 3 classification is applied to default / credit impaired financial instruments. The Bank uses
the NPL (non-performing loan) definition of the MNB (National Bank of Hungary), and also
applies the concept of “default” in accordance with Article 178 of Regulation (EU) No 575/2013
of the European Parliament and of the Council on prudential requirements for credit institutions
and investment firms (CRR) with the same content. The Bank evaluates all Stage 3 financial
instruments individually, using probability-weighted cash flow scenarios discounted by the
effective interest rate.

The Bank applies different credit risk models and parameters for each portfolio segment. The evaluation
of Stage 1 and Stage 2 financial instruments are underpinned by PD models and LGD parameters
developed for the following portfolio segments:

Corporate;
Sovereign/sub-sovereign;
Domestic financial institutions;

Foreign financial institutions.
The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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The Bank has developed its lifetime expected probability of default (lifetime PD) models by analysing
and forecasting historical empirical default rate timelines from external sources, as a function of time
from initial recognition (vintage approach), using default rates published by Standard&Poor’s and
Weibull curves. All lifetime PD curves of all segments, developed along international ratings, have been
mapped to the Bank’s internal 7-grade rating classes. In 2022, the Bank switched from the previously
used marginal PDs to the use of conditional PDs. The impact of the change in methodology did not have
a material impact on the size of the expected loss on financial instruments.

The Bank performs PD correction on the corporate lifetime PD model by applying the forward-looking
ARMAX (auto regressive moving average eXogeneous, autoregressive moving average with external
explanatory variables) macroeconomic model in accordance with MNB regulations. The model design
represents an ARMA (1,1) model incorporating external explanatory variables. The autoregressive term
(AR) expresses the own previous value of the time series, whereas moving average (MA) stands for the
estimation error measured in the previous period. The source of historical actual data series of
explanatory variables was the database of Central Statistical Office (KSH). To make default rate
forecast, the Bank used the most up-to-data available macroeconomic forecasts disclosed in the MNB
Inflation Report. The R-squared ratio showing model fit was 67.8%. All parameters and the whole model
were significant. The stationerity of model variables met all statistical application assumptions. This
modeling methodology was not changed since the transformation to IFRS, however, within the
framework of the comprehensive model review in 2022, the earlier applied unemployment rate and
inflation rate were replaced by the investment volume index and the unemployment rate, due to the
availability of longer data series and for economic and statistical reasons.

The Bank applied the same ARMAX modelling methodology between 2020 and 2021. The model
design in those years incorporated inflation rate and unemployment rate beyond the AR and MA terms.
The parameters of the model variables were regularly reestimated in line with the availability of newer
empirical default rates and macroeconomic data, and forecasts were continuously upgraded using the
macroeconomic forecasts published in regular MNB Inflation Reports, but the range of variables did not
change.

When estimating corporate PDs in a forward-looking manner, the Bank uses the macroeconomic
forecasts published in the MNB Inflation Report and the corporate default rate time series published in
the MNB Stability Report. The Bank constructed the macro model used for the PD adjustment by taking
into account the autoregressive term expressing the previous value of the time series, the moving average
expressing the model’s prior-period error, the six-quarter lag of the investment rate in the MNB Inflation
Report and the one- and two-quarter forward-looking values of the change in the unemployment rate in
the MNB Inflation Report. In view of the fact that IFRS 9 requires the Bank to take into account its
expectations of the macroeconomic environment in an unbiased manner in the expected loss calculation,
and given that the relationship between macroeconomic indicators and the development of expected loss
is not linear in practice (a certain amount of macroeconomic shock may have a larger impact on loss
than an equal positive shock), the Bank has based its unbiased estimate used as a basis for forward-
looking expectations on a probability-weighted average of three scenarios. The weights of the scenarios
have been developed by the Bank in accordance with the MNB’s Executive Circular on the use of
macroeconomic information and factors indicating a significant increase in credit risk for the purposes
of IFRS 9. The baseline scenario was included in the estimate with a weight of 70%, the optimistic
scenario 20%, and the pessimistic scenario 10%.

The Bank carried out a full-scale macro model review in Q3 2022, incorporating into it the most recently
available macroeconomic data and default rates. In Q4 2022, updated with the most recent
macroeconomic forecasts, the Bank projected the corporate default rate for two years using the macro
model, with a quarterly frequency. For the eight-quarter forecast, the Bank used the facts and forecasts
set out in the MNB Inflation Report. Since the corporate default rate data series is two quarters behind
the reporting date, the Bank also used the latest financial report issued by the European Central Bank to

interpolate the interim period.
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Investment volume index is defined by KSH as the annual index of gross accumulation of fixed assets.
With regard to the investment volume index, using the values published in the annex to the latest MINB
IFRS 9 Executive Circular, the Bank assumed that, starting from the latest facts and applying linear
interpolation, it would deteriorate to -1.50% in the baseline scenario and to -12.81% in the pessimistic
scenario, while in the optimistic scenario it would improve to 8.54%.

Unemployment rate is defined by KSH as the ratio of unemployed people to the economically active
population as at a given date. With regard to the unemployment rate, the Bank assumed, using the values
published in the annex to the latest MNB IFRS 9 Executive Circular, that based on the latest facts and
applying linear interpolation, it would reach 3.41% in the baseline scenario and 5.00% in the pessimistic
scenario, while in the optimistic scenario it would improve to 1.90%.

In the corporate segment, the Bank uses LGD modelled on internal data using the collection LGD
methodology in a vintage approach to determine expected loss. In the sovereign/sub-sovereign segment
the Bank applies a benchmark LGD backed by an external study, whereas in the case of financial
institutions, the Bank applies LGDs implied from CDS spreads, derived from external sources.

Given that the very low number of items in historical data does not allow for CCF modelling on internal
data, the Bank applies CCFs in line with the supervisory parameters published in the CRR.

In 2022, the Bank continuously applied management overlay impairment, which is a lump sum expected
loss determined by the Bank on the basis of risk factors that are not or are not fully covered by the risk
models it uses, making the impact of these risks not adequately quantifiable by running the models on a
bottom-up basis.The Bank applies a top-down model with a management overlay adjustment
differentiated by sector groups to determine the expected loss for the corporate segment. The Bank
considers the level of risk of the corporate portfolio involved in the management overlay adjustment to
be significant.

The in-depth disclosure of formulae used to determine expected losses can be found in Note 30.

For all instruments, the Bank considers the following indicators to be significant increase in credit risk
and accordingly classifies the transactions concerned as Stage 2:

e 30+ days past due, unless the delay is proven to be due to a technical error.

e A significant deterioration of the rating compared to the initial rating class. On its 7-point
customer rating scale, the Bank considers a deterioration of 2 categories for rating categories 1
to3 and 1 category for rating categories 4, 5 and 6 to be significant. Based on the option provided
for in Section 5.5.10 of IFRS 9, the Bank makes use of the low credit risk rating option in the
investment-grade sovereign and financial institution segment, according to which a
deterioration from initial category 1 to category 3 does not entail a Stage 2 reclassification.

e Loans placed in performing, restructured status, including restructured status due to a
moratorium period of more than 9 months.

e Transactions of a customer subject to winding up.

The domestic direct corporate exposures that fell under Moratorium 4 as provided for by the law were
classified by the Bank into Stage 3 in accordance with the requirements contained in the MNB IFRS 9
Executive Circular. Moratorium 4 ended on 31 December 2022.

The Bank applies low credit risk (LCR) limits for exposures with a BBB- or better investment grade
rating for the sovereign and banking segments, but does not use LCR limits for corporate exposures. At
the same time, the Bank sets stricter criteria for significant credit risk increase in certain lower-rated
categories. Accordingly, in its internal rating system the Bank considers even a downgrade of 1 grade
regarding transactions of customers with an initial rating of 4 or lower to be a significant increase in
credit risk.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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In addition, the Bank also uses the following EWIs (Early Warning Indicators) for domestic direct
corporate exposures to determine significant credit risk increase:

Based on a Central Credit Information System (KHR) query, the following may be determined

in the case of loans at other credit providers:

- taking out a new loan, if the new commitment threatens the operation of the company,

- taking out a new loan, if it jeopardises the repayment of the loan(s) provided by the Bank,
i.e. the debt service of the existing loan,

- default status of an existing loan (date, amount, whether it is settled or not),

- debt service details of an existing loan.

Changes that have occurred in the debtor’s data, especially for changes where the customer is

required to notify and hand over related documents:

- there is a new owner (inspection and knowledge of the new owner is expected; in the case
of an unfavourable change, the transaction must be classified as Stage 2),

- change of registered office (the check must cover whether the change is of a technical
nature. If it indicates transfer and/or expected liquidation, the transaction must be classified
as Stage 2),

- change of company registration number (the check must cover whether the change is of a
technical nature. If it indicates transfer and/or expected liquidation, the transaction must be
classified as Stage 2),

- change of tax number (the check must also cover whether the change is of a technical nature.
If it indicates transfer and/or expected liquidation, the transaction must be classified as Stage
2).

Unfavourable decline of account turnover and/or customer base negatively affecting debt

service. If significant, the transaction must be classified as Stage 2.

A change in the company’s main scope of activity and the cash flow resulting from this are not

sufficient to service the debt.

A significant decline in the debtor company’s equity. Reclassification to Stage 2 should be

considered if the equity decreases by at least 25%, or the capital adequacy (equity/total assets)

decreases by at least 10% compared to the data in the audited annual report at the end of the
previous year.

A significant change, i.e. decline in the number of the debtor company’s employees. It is

necessary to check what is causing this process. If a transfer to another company is indicated,

the transaction must be classified as Stage 2.

Enforcement is initiated against the company (e.g. National Tax and Customs Administration

(NAYV) or independent court bailiff). The transaction must be classified as Stage 2 if the

enforcement is classed as significant.

The enforcement is significant if
o enforcement has been initiated more than 3 times in the last 12 months or
o in the last 12 months, an enforcement was in process that had not been settled within

30 days

(That is, if at the time of the investigation there is an unsettled enforcement in process that was

launched within the last 30 days, this does not yet mean an enforcement of significant scale.)

In the case of a non-real estate financing project loan, the project is not or is not fully realised

and/or cannot generate the debt servicing requirement.

Non-payment of insurance premium (30+ days past due or contract becomes inactive).
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A negative change in coverage level, which refers to a significant, unfavourable change in the
economic entity’s solvency (significant depreciation in the value of productive assets) or in its
willingness to pay (withdrawal of coverage) A reduction of at least 15 percentage points in the
coverage ratio compared to the last decision is classed as significant.

A breach of contractual commitments and covenants, as a result of which the profitability of the
given transaction may be in jeopardy.

Deterioration of data provision discipline — a delay in customer, transaction and collateral-
related data provision by the customer. In the case of regular delays, the transaction must be
classified as Stage 2.

A change in legislation that negatively affects the business of the customer, which threatens the
financial stability of the customer.

Significant negative information affecting the customer, the group of connected customers, its
partners or industry.

A significant adverse change in the sectoral outlook that threatens the financial stability of the
customer.

A negative change in the majority of financial indicators calculated during regular rating. The
indicators to be examined are set out in detail in the Bank’s Monitoring regulations.

In addition, the Bank also uses the following EWIs for real estate project loans to determine significant
increase in credit risk:

LTV rises above 1 (except: construction phase).

The DSCR or projected debt service coverage ratio (PDSCR) calculated on the basis of the
periodic (annual) generated and non-cumulative cash flow falls below 1.05.

The construction phase is delayed by more than 1 year compared to the original plans.

There is a modification in the terms of the project financing transaction (either through
modification of the original contract or refinancing), which results in an overall increase in risk
for the Bank in the assessment of the transaction.

The original budget of the project set in the loan agreement increases to a level that cannot be
matched by the rate of increase in market value, and the cost increase is accompanied by an
increase in the project’s/debtor’s financing needs, and the risk parameters of the increased loan
(including LTV, DSCR, interest coverage, balloon/bullet rate, full repayment period) indicate
an increased level of risk compared to the original approval.

A reclassification from Stage 2 to Stage 1 may be made if none of the criteria for a significant increase
in credit risk can be observed at the assessment date. See Note 30 for the quantitative disclosure of Stage
2 items and impairment that have the characteristics of significant increase in credit risk.

Pursuant to Article 178 of the CRR, the provisions of MNB Decree 39/2016 and the MNB
Recommendation 9/2022, transactions are considered non-performing (default) or of impaired
creditworthiness, and are classified in Stage 3, where:

The duration of the delay shall be a continuous delay of at least 90 consecutive days, if the
delayed portion is significant. This condition cannot be disregarded even on the basis of an
expert assessment. The Bank has set the materiality threshold at EUR 500.
Based on an assessment of the debtor’s financial situation, it can be assumed that without
recourse to the collateral, the debtor will not be able to repay the full amount of its obligations
(regardless of whether the claim is past due).
Unlikeliness-to-pay factors:
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o there are well-founded concerns regarding the debtor’s ability to generate stable and
satisfactory cash flows in the future,

o in the case of working capital loans, it is unable to pay the interest from its EBITD A,

o in the case of investment loans, the customer is unable to pay even the annual principal

and interest repayments from its EBITDA less the amount of the estimated tax,

the debtor no longer has regular sources of income to meet its repayments,

the debtor’s overall leverage has increased significantly, or there are reasonable grounds

to believe that such a change in leverage will occur,

the debtor has breached its contractual obligations,

fraud committed in connection with the contract,

the Bank has drawn on any of the collateral, including exercising a guarantee,

in the case of exposures to a private individual: the non-performance of a company

100% owned by a single individual, where that individual has given a personal

guarantee to the Bank in respect of all the obligations of the company,

o acrisis affecting the sector in which the debtor operates, combined with a weak position
on the part of the debtor in that sector,

o the disappearance of an active market for a financial instrument due to the financial
difficulties of the customer,

o the Bank has information that a third party — especially another institution — has initiated
the liquidation of the debtor or a similar measure (e.g. enforcement, compulsory strike-
off, order for the criminal attachment of the debtor’s assets).

o Exposures for which an individual loss allowance has been recognised, excluding the loss
allowance recognised collectively for transactions classified as Stage 1 and Stage 2 under IFRS
9.

e All exposures against a customer, if an individual loss allowance has been recognised for any
of the customer’s transactions, excluding the loss allowance recognised collectively for
transactions classified as Stage 1 and Stage 2 under IFRS 9.

The Bank has initiated a liquidation or distraint procedure to collect the customer’s debt.

e The customer has initiated a liquidation or bankruptcy proceedings against itself in order to
avoid or postpone the discharge of its obligations to the Bank.

e The customer has initiated a reorganisation procedure.

The bank guarantee issued by the Bank has been drawn down or is expected to be drawn down.

e An off-balance sheet liability that is likely to be drawn on, and whose drawing or other use will
result in an exposure that is at risk of not being fully recovered without the enforcement of
collateral.

e The loan contract has been terminated.

e Deals that have gone under Workout handling or become subject to legal proceedings
(liquidation, bankruptcy, distraint initiated by the Bank).

e Restructuring that results in a significant reduction of financial liabilities for the customer.

[ele]

O 0 0O O

Before 1 January 2021, the applied default definition was the following.

e At least 90 days of delinquency on the classification date, on condition that the delinquent
amount is significant.

e Based on an assessment of the debtor’s financial situation, it can be assumed that without
recourse to the collateral, the debtor will not be able to repay the full amount of its obligations
(regardless of whether the claim is past due).

Unlikeliness-to-pay factors:
o in the case of working capital loans, it is unable to pay the interest from its EBITDA,
o in the case of investment loans, the customer is unable to pay even the annual principal
and interest repayments from its EBITDA less the amount of the estimated tax,
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e Exposures for which an individual loss allowance has been recognised, excluding the loss
allowance recognised collectively for transactions classified as Stage 1 and Stage 2 under IFRS
9.

e All exposures against a customer, if an individual loss allowance has been recognised for any
of the customer’s transactions, excluding the loss allowance recognised collectively for
transactions classified as Stage 1 and Stage 2 under IFRS 9.

The Bank has initiated a liquidation or distraint procedure to collect the customer’s debt.

The customer has initiated a liquidation or bankruptcy proceedings against itself in order to
avoid or postpone the discharge of its obligations to the Bank.

The bank guarantee issued by the Bank has been drawn down or is expected to be drawn down.

e An off-balance sheet liability that is likely to be drawn on, and whose drawing or other use will
result in an exposure that is at risk of not being fully recovered without the enforcement of
collateral.
The loan contract has been terminated.
Deals that have gone under Workout handling or become subject to legal proceedings
(liquidation, bankruptcy, distraint initiated by the Bank).

e Restructuring that results in a significant reduction of financial liabilities for the customer.

The Bank does not examine the significant increase in credit risk in the case of POCI receivables. In
each case, POCI receivables are classified in Stage 3 and assessed individually.

The accounting policy for financial guarantees and loan commitments is set out in Chapter 3.5 and the
policy (formulae) for the calculation of loss allowance is set out in Note 30.

Reversal of loss allowance
If the loss allowance is reversed in the next period, it is recognised through profit or loss.
Write-off of loans and advances

Uncollectible receivables are written off against the related loss allowance if the reasons for assigning
them to uncollectible status as specified in the Workout policy apply, or if there is no reasonable
expectation of recovery. The Bank recognises any subsequent recoveries of receivables previously
classified as uncollectible in profit or loss. The Bank may also write off part of the receivable if the full
recovery cannot be reasonably expected, but the Bank still intends to fully recover the partially written-
off receivables. Partial or full write-off of the receivables is possible at least three years after the
occurrence of the default event, if an individual assessment shows that any repayment of the debt from
future cashflows of the debtor is unlikely, and if an appropriate asset-distribution pan is available from
the liquidator.

Restructured loans

The Bank first attempts to restructure loans in cooperation with the debtors, rather than taking legal
action to recover the debt. This may include extending the term, changing the payment schedule or
revising the terms of the loan. In the event of restructuring, the Bank examines whether the contract
amendment is significant in accordance with Note 3.1 and, as a result, shall determine a restructured
rating of “performing” or “non-performing” and shall apply the 10% rule to determine the derecognition
criterion. Following a restructuring, the Bank determines the impairment using the original EIR as it
was the case before the terms were modified, regardless of the fact that the loan is no longer past due.
Management monitors the fulfilment of the conditions of restructured loans on an ongoing basis to
ensure that the required criteria are met, that future payments are made and that the criteria for
derecognition are fulfilled. The Bank classifies non-performing restructured loans in all cases into Stage
3, and calculates the impairment by discounting the cash flows by the original EIR.
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In the case of domestic direct corporate exposures subject to a statutory moratorium on payments for
more than 9 months, a forced restructuring is not considered by the Bank as a factor indicating the
occurrence of a non-performance (default) event if the reduction in financial liability exceeds the 1%
threshold solely because of the use of the moratorium, provided that, based on the set of criteria detailed
above, there are no circumstances that would in themselves result in a non-performing (default) exposure
classification.

3.8 General reserve

The provisions of the Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises (“Credit
Institutions Act”) require the Bank to establish a general reserve of 10% of its profit after tax for the
year to cover future losses. Based on the decision of the management and the approval of the Owner,
the Bank transfers the after-tax profit for the given period (after the establishment of the mandatory 10%
reserve) from retained earnings to the general reserve. As this decision relating to the given financial
year is made by the Owner in the following financial year, the after-tax profit for that period is
reallocated in the year of the decision.

Based on the owner’s decision, the Bank places 100% of its annual after-tax profit in retained earnings,
after which the amount placed in retained earnings is placed in the general reserve. In the case of a loss,
based on the Owner’s decision the amount of the accumulated general reserve will be used.

3.9 Foreign currency translation

The Bank’s primary (functional) currency is the Hungarian forint. Revenues and expenses arising in
foreign currency are translated into the functional currency at the exchange rates valid on the date of the
transaction.

Monetary assets and liabilities denominated in foreign currencies are revalued at rates quoted by the
National Bank of Hungary (“MNB”) at the reporting date, with resulting revaluation differences being
recognised in profit or loss.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are translated to the functional currency at the exchange rate at the date when the fair value was
determined. Non-monetary items denominated in foreign currency that are measured at historical cost
are retranslated to the functional currency at the exchange rate valid on the date of the transaction.
Foreign exchange differences arising upon revaluation are recognised in profit or loss under “Gains or
losses from trading and investment activities”.

In the case of investments in foreign currency accounted for using the equity method, the exchange rate
difference between the functional currency of the foreign holding and the presentation currency of the
Bank is recognised by the Bank in other comprehensive income.

3.10 Intangible and tangible assets

Intangible assets, property, as well as plant and equipment are measured at cost less accumulated
depreciation and accumulated impairment.

Cost includes expenditures that are directly attributable to the acquisition of the asset. In the case of
property, plant and equipment, the cost of maintenance and repair is recognised in profit or loss. Major
refurbishments of property, plant and equipment and the cost of replacing a part of an asset are
recognised in the carrying amount of the item concerned when it is probable that future economic
benefits associated with the asset will be received by the Bank and such can be measured reliably. The
value of the replaced components is derecognised.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets, using the

following rates, which may vary based on specific information
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Renovation carried out on a leased propertybased on the duration of the lease

Softwares 3 years

Furniture, fixtures and office equipment 3-7 years
Depreciation methods, useful lives and residual values are reviewed at the end of each financial year
and adjusted if appropriate.

Intangible assets, property, plant and equipment are subject to an impairment review if an event or
change occurs that indicates that the carrying amount is above the recoverable amount of the asset.

The gain or loss on the derecognition of intangible assets, property, plant and equipment is determined
as the difference between the proceeds from the sale and the carrying amount of the assets and is
recognised in profit or loss under “Other operating expenses” or “Other operating income”.

3.11 Leases

The lessee recognises a right to use the asset concerning the related asset and a lease liability for the
obligations related to the lease. The provisions relating to lessors remain similar to the previous standard
— for example, lessors continue to distinguish between operating and finance leases.

The Bank monitors all its lease contracts in which it is a lessee on an ongoing basis and identifies those
that contain a lease transaction under IFRS 16. In this regard, it recognises a right-of-use asset and a
lease liability in respect of the leasing transactions. The initial recognition of the right-of-use asset is at
cost while lease liabilities which were classified as operating leases according to IAS 17 are recognised
at the present value of the outstanding lease payments. Items taken into consideration when calculating
the cost of an asset:

- the initial value of the liability

- use premiums paid at the start of the term (or before)

- any initial direct costs incurred by the Bank

- lease incentives received as cost decreasing elements

- estimated costs for dismantling, removing and restoring the asset

The initial value of the lease liability is the present value of the unpaid lease fees at the start of the lease
term. For discounting purposes, the Bank uses an implicit interest rate at the time of the first application,
with this discount the present value of the lease payments and the unguaranteed residual value being
equal to the sum of the fair value of the leased asset and the lessor’s initial direct costs.

The Bank primarily classifies operating leases of office space under IFRS 16.

The Bank applies the following practical expedients:
— It applies a single discount rate to a portfolio of leases with similar characteristics.

The Bank applies practical expedients for leases with a short term (less than 12 months) and for leases
with a low asset value (less than HUF 1 million) — for these constructions the Bank does not recognise
any lease liabilities or related right-of-use assets. These types of lease payments are recognised as costs
using the straight-line method during the term of the lease agreement.

3.12 Income taxes

Income tax includes both actual and deferred taxes. Income taxes are recognised in the profit and loss
account, except to the extent that they relate to items recognised directly in equity or in other
comprehensive income, in which case they are recognised in equity or in other comprehensive income.
Actual income taxes include corporate income tax, local business tax and innovation contribution.

The actual tax is the tax payable or recoverable on taxable profits for the financial year, plus an
adjustment for the relevant tax payable or recoverable carried forward from previous years. . If the
amount of the minimum tax is higher than the income tax calculated on the basis of the tax base of the

year, the difference is recognised by the Bank as other operating expense. The amount of the actual tax
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payable or receivable is the best estimate of the amount of tax payable or receivable, reflecting the
uncertainty associated with income taxes. The amount of the actual tax is determined using tax rates
enacted or substantively enacted at the balance sheet date.

Deferred tax is recognised for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for tax purposes.

Temporary differences are not recognised in the initial recognition of such assets or liabilities as do not
affect either accounting or pre-tax profit and that are not a business combination.

A deferred tax asset is recognised for unrecognised deferred tax bases, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be available against
which they can be offset. Tax receivables are reviewed at each reporting date and reduced to the extent
that it is no longer probable that the related tax benefit will be realised. Unrecognised tax receivables
are reviewed at each reporting date and are recognised to the extent that it is probable that future taxable
profits will be available against which they can be offset.

The amount of deferred tax reflects the tax consequences of the expected manner of recovery or
settlement of the carrying amount of assets and liabilities at the reporting date. The amount of deferred
tax is determined using tax rates that have been enacted or substantively enacted by the reporting date,
reflecting any uncertainty relating to income taxes.

3.13 Interest income and expense

Interest income and expense on financial instruments are recognised in profit or loss under “Interest
income” and “Interest expense” using the effective interest method (see Note 3.4). Interest income is
classified as “Interest income recognised using the effective interest method” and “Other interest
income” and is recognised in profit or loss. “Interest income recognised using the effective interest
method” includes interest on financial assets measured at amortised cost, while “Other interest income”
includes the interest income from interest rate swaps. “Interest expense” includes interest on financial
liabilities measured at amortised cost, leasing liabilities, as well as interest expense of interest rate swaps.
The effective interest method is used to calculate the amortised cost of a financial asset or a financial
liability (or groups of financial assets or financial liabilities) and of allocating the interest income or
interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
throughout the life of a financial instrument to one of the following:

e the gross carrying amount of the financial asset (if not credit impaired), or
e the amortised cost of the financial asset (if credit impaired), or
o the amortised cost of the financial liability.

The amortised cost of a financial asset or a financial liability is the amount at which the financial asset
or financial liability is measured at initial recognition minus the principal repayments, plus or minus the
cumulative amortisation of any difference between that initial amount and the amount at maturity
calculated using the effective interest method and, for financial assets, adjusted for any expected loss
allowances. The gross carrying amount of a financial asset is the amortised cost of the financial asset
before any adjustment for expected loss allowances.

When calculating the effective interest rate for financial assets other than purchased or originated credit-
impaired financial assets, the Bank estimates future cash flows considering all contractual terms of the
financial instrument but excluding future credit losses.

The effective interest rate used to calculate interest income or interest expense is applied to the gross
carrying amount of the financial asset (when the asset is not credit-impaired) or the amortised cost of
the financial liability. The effective interest rate is revised as a result of the periodic reestimation of the
cash flows of variable interest rate instruments to reflect changes in market interest rates.
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In the case of purchased or originated credit-impaired (POCI) financial assets, when calculating interest
income, the Bank applies the effective interest rate adjusted to the credit risk to the amortised cost of the
financial assets, from the initial recognition of the asset until its disposal.

For financial assets that are not purchased or originated credit-impaired (POCI) but have become credit-
impaired subsequently (Stage 3), when calculating interest income, the Bank applies the effective
interest rate to the amortised cost of the financial asset. If the asset is no longer credit-impaired, the
calculation of interest income reverts to the gross basis.

In accordance with the rules and conditions of Government Decree 85/1998 (V.6.) on the interest
equalisation system and of Government Decree 232/2003 (XI1.16.) on tied-aid credits the Bank receives
interest compensation from the Hungarian State for special financing facilities. Under the Bank’s interest
equalisation programme, the amount of interest compensation provided by the Hungarian State is
determined by the difference between the interest rate paid by the borrower and the sum of Eximbank's
funding costs, operating expenses and the applicable risk premium, in accordance with the provisions
of the agreement concluded with the Ministry of Finance.

Eximbank submits its claim for interest equalisation to the Hungarian State within 15 days of the end of
the quarter. The quarterly payment is made to Eximbank by the 20™ day following the end of the quarter.

Interest equalisation and interest subsidies are intended to provide stability and sustainability to
Eximbank, thereby contributing to risk management. The level of interest equalisation and subsidy
provided by the Hungarian State is determined in such a way that Eximbank’s profit reaches a level
close to the market rate, with the State compensating the Bank for the difference between the level of
interest rates provided at a rate lower than the market rate and the actual market rate. Through this
mechanism, Eximbank serves as an instrument of economic policy of the Hungarian State rather than as
a traditional profit-oriented bank.

Eximbank also receives interest rate subsidies for aid credits (Eximbank plays the role of lender in tied-
aid agreements) in agreements between the Hungarian government and countries eligible for tied-aid
credits, which differ from the above interest equalisation system in that Eximbank’s operating costs and
risk premiums are not compensated by the Hungarian State. The tied-aid credit facilities are in all cases
covered by MEHIB insurance, the premiums for which are passed on to the borrower and waived in the
form of a donation element, with the Hungarian State reimbursing this to the Bank.

Interest compensation and interest subsidies received from the Huﬁgarian State are not considered
government support by the Bank, as they constitute a form of government support to the debtor.

The interest compensation and interest subsidies received from the Hungarian State are considered to be
an integral part of the Bank’s loans, so these cash flows are also taken into account in the calculation of
the effective interest rate.

All other loans provided by Eximbank (i.e. loans that are not covered by the interest equalisation and
interest subsidy programmes) are variable-rate and are priced taking into account the LIBOR /
EURIBOR / (“BUBOR?”) reference rates and Eximbank’s cost of funds.

3.14 Fee and commission income and expense

The Bank earns fees and commissions income from a diverse range of services it provides to its
customers and also pays fees and commissions related to these services.

Fee and commission income and expense that are integral to the effective interest on a financial asset or
financial liability are included in the effective interest rate.

If a loan commitment is not expected to be drawn down, the related loan commitment fee is recognised
on a pro rata temporis basis over the commitment period.

Other fee and commission income is recognised when the related services are performed.

Other fee and commission expenses typically relate to transaction and service fees that become expenses
when the services are received by the Bank.

For more detailed information see Note 23.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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3.15 Provisions and contingent liabilities (IAS 37)

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
the time value of money and, where appropriate, also takes into account the risk characteristics specific
to the liability.

Contingent liabilities are not recognised in the financial statements. Contingent liabilities are disclosed
in the financial statements unless the possibility of an outflow of economic resources is remote.

Provision for possible losses is recognised only if at the reporting date the Bank considers that it is more
likely than not that an obligation exists. The Bank’s management determines the adequacy of
provisioning based on a review of individual cases, experience with recent loss events, economic
conditions, transaction risk characteristics, and other pertinent factors.

Special taxes payable by the Bank which cannot be considered as income taxes are recognised when the
condition for the payment of the tax is met. This includes the special tax imposed on financial institutions
(“bank tax”) under Act LIX of 2006, calculated on the basis of the balance sheet total of the second tax
year preceding the tax year concerned, and “extra-profit tax” under Govt. Decree 197/2022 (V1.4),
calculated on the basis of the net sales revenue of the tax year preceding the tax year concerned, as per
Act C of 1990. The Bank recognises the obligation to pay the bank tax on the first day of the financial
year in which it becomes due.

3.16 Segments

Based on the management’s assessment of the organisational, management and internal reporting
structure of the Bank, the management identified only one operating segment. As a result the Bank does
not disclose operating segments in the financial statements. The Bank discloses its assets, liabilities and
revenues broken down by geographical region (see Note 31).

3.17 Investments in subsidiaries, associates and joint ventures

Subsidiaries are entities controlled by the Bank. An entity is controlled by the Bank if the Bank is subject
to, or has rights to, variable yields from its participation in the entity and is able to influence those yields
through its power over the entity.

An associate is an entity over which the Bank has significant influence, but not control or joint control,
over the financial and operating policies of the entity.

A joint venture is an arrangement in which the Bank has joint control, whereby the Bank has rights over
the net assets of the arrangement, rather than rights over its assets and obligations concerning its
liabilities.

The Bank’s investments in its subsidiaries, associates and joint ventures is accounted for using the equity
method.

Under the equity method, an investment in a subsidiary, associate or joint venture (the investee) is
initially recognised by the Bank at cost, which includes transaction costs. The carrying amount of the
investment is adjusted after initial recognition to reflect changes in the net asset value of the investee
since the acquisition date.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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The statement of comprehensive income reflects the share of the investee’s profit or loss that is due to
the Bank based on its share in the investee. Any change in other comprehensive income of those
investees is presented as part of the Bank’s other comprehensive income. In addition, when there has
been a change recognised directly in the equity of the investee, the Bank recognises its share of the
change in its own statement of changes in equity if necessary. Unrealised gains and losses resulting from
transactions between the Bank and the investee are eliminated to the extent of the interest in the investee;
however, unrealised losses are eliminated only to the extent that there is no evidence of impairment.

The Bank recognises its share of the after-tax profit or loss of the investee — a joint venture or associate
— in the statement of comprehensive income as follows: It presents it in the “Share of profit/(loss) of
investments accounted for using the equity method” and “Exchange differences arising on the translation
of foreign currency transactions” lines.

The financial statements of the investee used for the application of the equity method are prepared for
the same reporting period as the Bank’s financial statements, and are in line with the Bank’s accounting
policy.

Following the application of the equity method, the Bank determines whether it is necessary to recognise
impairment on its investment in the investee. The Bank assesses at each reporting date whether there is
objective evidence that an investment in an investee is impaired. The Bank calculates the amount of
impairment as the difference between the recoverable value and the carrying amount of the investment
in the investee. The impairment or reversal thereof is then recognised by the Bank as “Impairment or
reversal of impairment on non-financial assets” in the statement of comprehensive income.

For investments accounted for under the equity method, the determination of whether a venture capital
or private equity fund that has subsidiaries meets the definition of an investment entity can have a
significant effect on the carrying amount of the investment.

IFRS 10 defines the concept of an investment entity and requires parent companies that are classed as an
investment entity to measure their subsidiaries at fair value through profit or loss in accordance with IFRS
9. Whether the definition of an investment entity applies must be considered in respect of every fund.

An investment entity is an entity that:

a) collects funds from one or more investors for the purpose of providing investment management
services to such investor(s);

b) agrees, vis-a-vis the investor(s), that its business objective in investing the funds shall solely be
to obtain a return from capital appreciation, investment income or both; and

c) measures and analyses the performance of substantially all of its investments at fair value.

In practice, based on the above, the following characteristics of investment entities should be considered:

a) whether they have more than one investment,

b) whether they have more than one investor,

¢) whether their investors are not related parties of the entity, and

d) whether their ownership interests are in equity instruments or similar interests.

The Bank applies the equity method to the financial statements of funds in which the underlying
investments in subsidiaries are measured by the fund at fair value (if the fund is an investment entity) or
are consolidated (if the fund is not an investment entity).

3.18 Hedge accounting

The Bank may, for business reasons, choose to apply hedge accounting. The hedge accounting
requirements of IFRS 9 are applied to all micro-hedging relationships.

If a hedge relationship exists between a hedging instrument and a hedged item, the Bank accounts for
these items in accordance with hedge accounting rules. Hedge accounting recognises the offsetting
effects on profit or loss of changes in the fair value of the hedging instrument and the hedged item.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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The hedged item may be a recognised asset or liability, an unrecognised firm commitment, a forecast
transaction or a net investment in a foreign operation. A hedged item may be:

a) asingle item; or
b) agroup of items (if the conditions in the following paragraph are met)
¢) acomponent of a single item or group of items.

For hedge accounting purposes, only assets, liabilities, firm commitments or highly probable forecast
transactions with a party external to the Bank can be designated as hedged items.

The Bank may designate and account for a hedge relationship under the hedge accounting requirements
of IFRS 9 if the following conditions (hedge designation criteria) are met:

a) the hedge relationship contains only eligible hedging and hedged items

b) at the inception of the hedging relationship, the Bank formally documents the relationship (i.e.
identifies the hedged item, the hedging instrument, the hedged risk and how it will assess
whether the effectiveness requirements are met) and the hedging strategy underlying the hedge.

¢) all of the following 3 requirements (effectiveness requirements) are met:

i. there is an economic relationship between the hedged item and the hedging
instrument

ii. the credit risk does not dominate changes in the value of the hedged item and/or
the hedging instrument

iii. the hedge ratio is the ratio of the volume of items actually hedged to the volume

of items actually used as hedging instruments.

Cash flow hedge relationships

If the Bank designates a derivative as a hedging instrument in a cash flow hedge relationship, the
effective portion of the change in fair value will be recognised in a separate component of equity, in
Hedging reserves, through other comprehensive income. The cumulative effective change in fair value
of the hedging instrument from the inception of the hedge relationship is limited to the cumulative
change in fair value of the hedged item from the inception of the hedge relationship. The Bank
recognises the ineffective portion of the change in fair value of the hedging instrument immediately in
profit or loss.

The Bank recognises fair-value changes accumulated in the Hedge reserve as a reclassification
adjustment in profit or loss in the period in which the hedged item also affects profit or loss. Recognition
as reclassification adjustment means that the Bank states an opposite change in other comprehensive
income instead of recognising it in profit or loss.

The Bank designates only the spot element of its hedging derivatives as hedging instruments. Changes
in the fair value of all other elements (foreign currency basis spread and forward components — the latter
representing interest rate swaps for CCIRS designated as hedging instruments) other than the spot
element are recognised as hedging costs, in the Hedge reserve component of equity.

The Bank presents in the Hedge cost reserve the changes in the fair value of costs being outside the
scope of the hedge relations but that are accounted for as hedging costs. The costs - outside the scope of
the hedge relations but representing a hedging cost — arising at the beginning of the hedging period,
becomes amortized from the Hedge reserve in linear proportions during the period of the hedge, as
reclassification.

If the hedge relationship no longer meets the criteria for hedge designation, or the hedge instrument is
sold or terminated by the Bank, or expires, the application of hedge accounting must be discontinued
prospectively.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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The Bank recognises in profit or loss (as a reclassification adjustment) the amounts accumulated in the
Hedge reserve for terminated cash flow hedge relationships during the period in which the cash flows
of the hedged item affect profit or loss. If the occurrence of the hedged cash flows is no longer probable,
the Bank immediately reclassifies the amounts accumulated in Hedging reserves to profit or loss (as a
reclassification adjustment).

At first the Bank applied the hedge accounting method in 2021.
3.19 Changes in accounting policies
There was no change in accounting policy in 2022.

3.20 New IFRS standards, amendments and new interpretations effective from 1
January 2022 onward

3.20.1 New and revised standards and interpretations issued by the IASB and adopted
by the EU but not yet effective

At the date of approval of these financial statements, there are no new or revised standards or new
interpretations issued by the IASB and adopted by the EU that are expected to have a material impact
on the Bank’s financial statements in the period of initial application:

- Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to
IAS 12)

- Definition of Accounting Estimates (Amendments to IAS 8), effective for annual reporting periods
beginning on or after 1 January 2023, earlier application permitted;

- Initial Adoption of IFRS 17 and IFRS 9 — Comparative Information (Amendment to IFRS 17),
effective for annual reporting periods beginning on or after 1 January 2023, earlier adoption
permitted.

The Bank will apply these standards and amendments from their effective date.

3.20.2 Standards, interpretations and revisions issued by the IASB but not yet adopted
by the EU

The following new and amended standards and interpretations have not yet been adopted by the EU at
the date these financial statements were authorised for disclosure. The Bank does not expect these
standards and interpretations to have a material impact on the Bank’s individual financial statements:
- Classification of Current and Non-current Liabilities (Amendment to IAS 1, effective for annual
reporting periods beginning on or after 1 January 2024, earlier application permitted).
- Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments to IFRS 10 and IAS 28)
- Lease Liability in a Sale and Leaseback (Amendments to IFRS 16) — effective for annual
reporting periods beginning on or after 1 January 2024, earlier application permitted.

The accompanying notes on pages ! 1-180 form an integral part of these individual financial statements
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NOTE 4 CASH AND CASH EQUIVALENTS

31.12.2022 31.12.2021 31.12.2020
Deposit and settlement accounts with the National Bank of 35 668 1152 1492
Hungary
Interbank placements in HUF 149 575 - -
Nostro accounts in HUF 3 4 6
Nostro accounts in foreign currency 1121 378 1 032
Petty cash in foreign currency 2 2 2
Other 1 9 1
Impairment (64) 2) C))
Total 186 306 1543 2529

Based on the requirements for compulsory reserves set by the National Bank of Hungary, the amount of
compulsory reserves maintained by the Bank and included in the balance above amounted to HUF 35
668 million as at 31 December 2022, and HUF 1 152 million as at 31 December 2021, and HUF 1 492
million as at 31 December 2020 (reserve requirement: the maintenance of an average balance
corresponding to the reserve requirement on a settlement account with the central bank over a reserve
period of 1 month). Eximbank’s reserve-requirement funds and the reserve ratio also increased, which
increased the required balance of the account kept at the MNB. Eximbank partially pre-financed the
expected financing requirement resulting from lending activity and maturing liabilities, which
temporarily increased interbank placements as well.

NOTE S GOVERNMENT SECURITIES AT AMORTISED COST

The Bank includes Hungarian government bonds on its balance sheet at amortised cost. The balance
sheet values of Hungarian government bonds as at 31 December 2022, 31 December 2021 and 31
December 2020 are detailed in the following table:

31.12.2022 31.12.2021 31.12.2020
Gross value of government bonds 113 214 103 070 105 354
Expected loss (158) (CI)) 93)
Total 113 056 102 976 105 261

The breakdown of Hungarian government bonds by maturity as at 31 December 2022, 31 December
2021 and 31 December 2020 are detailed in the table below:

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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31.12.2022 31.12.2021 31.12.2020

3 months to 1 year 24 128 - 20 200
1 to 5 years 89 086 82 590 70 335
Over 5 years - 20 480 14 819
Osszesen 113214 103 070 105 354

During 2022, the Bank purchased HUF 10 000 million worth of government securities at acquisition
cost of HUF 8 623 million (during 2021, the Bank purchased HUF 17 744 million, at acquisition cost of
HUF 17 465 million and during 2020, the Bank purchased HUF 62 577 million, at acquisiton cost of
HUF 62 148 million).

NOTE 6 LOANS AND ADVANCES TO CREDIT INSTITUTIONS AND
INSURANCE COMPANIES

31.12.2022 31.12.2021 31.12.2020

Short-term (up to 1 year)

— in foreign currency 143 248 173 052 172 220
—in HUF 118 440 110 569 53 628
Sub-total 261 688 283 621 225 848
Long-term (over 1 year)
— in foreign currency 538 556 370 687 300 790
—in HUF 399 608 330 897 236 678
Sub-total 938 164 701 584 537 468
Total 1 199 852 985 205 763 316
Less: accumulated impairment (see Note 15) (4 369) (1412) (950)
Total 1195 483 983 793 762 366

As at 31 December 2022, 96.28% of loans and advances to credit institutions and insurance companies
qualified for interest compensation from the Hungarian State (as at 31 December 2021: 97.96% as at 31
December 2020: 99.8%). For a detailed description of the interest rate equalisation programme, see Note
3.13.

The table below shows the value of loans and advances to credit institutions and insurance companies
by contractual maturity (i.e. a transaction is only included in a particular range based on the maturity
date under the contract) as at 31 December 2022, 31 December 2021 and 31 December 2020.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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31.12.2022 31.12.2021  31.12.2020

Gross value Gross value Gross value

Foreign currency

Up to 1 month 13 123 21197 2435
1 to 3 months 11 593 3376 2281
3 months to 1 year 118 531 48 943 66 468
[ to 5 years 374 183 346 721 302 164
Over 5 years 164 374 123 501 99 662
Sub-total 681 804 543 738 473 010
HUF

Up to 1 month 6 685 211 1 682
1 to 3 months 2 592 1613 1217
3 months to 1 year 109 163 34422 17 944
1 to 5 years 247 677 267 584 133 483
Over 5 years 151 931 137 637 135 980
Sub-total 518 048 441 467 290 306
Total 1199 852 985 205 763 316

95.02% of loans and advances to other credit institutions and insurance companies were refinancing
loans (as at 31 December 2021: 95.83%, as at 31 December 2020: 98.7%). 99.98% of refinanced loans
is eligible for interest compensation. For details about the interest equalisation programme, please refer
to Note 3.13.

With the signing of the mortgage agreement between Eximbank and the MNB on 30 April 2020, a
mortgage of first rank was established in favour of the MNB on all claims of Eximbank on entities
classified as large corporations under the central bank’s business conditions and on debtors under
refinancing loan agreements for sub-lending purposes that meet the criteria of the central bank’s business
conditions, provided that they are not subject to the legislation specified in Section 39 of the Act on the
National Bank of Hungary, are headquartered in Hungary, and meet the criteria for large corporate
claims as defined in the mortgage agreement and the central bank’s business conditions, and for which
the underlying loan agreement is submitted by Eximbank to the MNB through the data reporting method
specified in the mortgage agreement and the central bank’s business conditions, thereby pledging the
loan agreement to the MNB, as defined in the mortgage agreement.

The carrying amount of the transactions covered by the contract is HUF 111 632 million in 2022
(HUF 155 086 million in 2021 and HUF 103 255 million in 2020).

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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NOTE 7 LOANS AND ADVANCES TO OTHER CUSTOMERS

31.12.2022 31.12.2021 31.12.2020

Short-term (up to 1 year)

— in foreign currency 29 148 52 231 57 261
— in HUF 28 341 18 881 18 732
Sub-total 57 489 71112 75 993
Long-term (over 1 year)
— in foreign currency 416 361 335907 244 033
—in HUF 32639 30 495 28 568
Sub-total 449 000 366 402 272 601
Total 506 489 437 514 348 594
Less: accumulated impairment (see Note 15) (59510) (30 249) (25 056)
Total 446 979 407 265 323 538

At 31 December 2022, 66.28% of receivables from other customers were subject to interest
compensation from the Hungarian State (31 December 2021: 70% 31 December 2020: 68%; see Note
3.13 for a description of the interest equalisation programme) and 20.25% of the receivables were aid
credits (31 December 2021: 19%, 31 December 2020: 19%).

The table below shows the gross value of loans and advances to other customers by contractual maturity,
also taking into account the payment moratorium (i.e. a transaction is only included in a particular range
based on the maturity date under the contract) as at 31 December 2022, 31 December 2021 and 31
December 2020.

31122022 31.12.2021 31.12.2020

Gross value  Gross value  Gross value

Foreign currency

Up to 1 month 22 255 7932 12 382
1 to 3 months 443 651 2663
3 months to 1 year 6 449 20 834 23 266
1 to 5 years 9589 20 296 24752
Over 5 years 406 773 338424 238 231
Sub-total 445 509 388 137 301 294

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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HUF

Up to 1 month 27262 11595 8118
1 to 3 months - 4 504
3 months to 1 year 1079 241 1778
1 to 5 years 21995 24 345 23 028
Over 5 years 10 644 13192 13 872
Sub-total 60 980 49 377 47 300
Total 506 489 437 514 348 594

NOTE 8 DERIVATIVES

Eximbank enters into cross-currency interest rate swap (CCIRS) transactions intended to mitigate
foreign exchange risks, but does not enter the market for speculative purposes.

The balances of financial assets and liabilities resulting from derivative transactions as at 31 December
2022, 31 December 2021 and 31 December 2020 are presented in the table below:

31.12.2022 31.12.2021 31.12.2020
Asset  Liability  Asset Liability Asset  Liability

Foreign exchange swaps, for hedging
purposes, but not included in hedge

accounting 9746 - 26 4304 - 1245
Cross-currency interest rate swaps for
trading purposes - - - - - 300
Cross-currency interest rate swaps for
hedging purposes - 32180 - 19 029 - -
Total 9 746 32 180 26 23333 - 1545

The gain on fair value measurement of financial instruments not held for hedging purposes amounted to
HUF 395 million at 31 December 2022, a HUF 3 348 million increase compared to the HUF 2 953
million loss as at 31 December 2021, which was recognised under “Gains (losses) from trading and
investment activities” and “Derivatives — Held for trading, measured at fair value through profit or loss”.
The loss on fair value measurement of financial instruments not held for hedging purposes amounted to
HUF 2 953 million at 31 December 2021, a HUF 3 994 million decrease compared to the HUF 1 041
million gain as at 31 December 2020, which was recognised under “Gains (losses) from trading and
investment activities” and “Derivatives — Held for trading, measured at fair value through profit or loss”

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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The details of FX swaps of CF without discounting by maturity as at 31 December 2022 are presented
in the following table:

Due Pavable in Pay able
Remaining Due amount Foreign amount yab Foreign amount

. . . . foreign .
maturity in foreign currency currency in HUF currenc currency in HUF
million* y million*
Up to 1 month 36612961 000 HUF 36613 90000000 EUR 36023
Up to 1 month 11 831531000 HUF 11 832 31300000 USD 11 759
3 to 12 months 137418940000 HUF 137 419 297000000 EUR 118 874
Total 185864 _ 166 656

*The HUF amount was determined on the basis of the exchange rate set by the Hungarian National
Bank on 31 December 2022

The details of FX swaps by maturity as at 31 December 2021 are presented in the following table:

Due Payable in Payable
Remaining Due amount Foreign amount yab Foreign amount

. . . . foreign .
maturity in foreign currency currency in HUF currenc currency in HUF
million* y million*
Up to 1 month 6535200000 HUF 6535 20000000 USD 6514
Up to 1 month 5500000 EUR 2030 6218025 USD 2025
Up to 1 month 4000000 EUR 1476 1475640000 HUF 1476
3 to 12 months 84 191471120 HUF 84 191 233200000 EUR 86 051
Total 94 232 96 066

*The HUF amount was determined on the basis of the exchange rate set by the Hungarian National
Bank on 31 December 2021

The details of FX swaps by maturity as at 31 December 2020 are presented in the following table:

Due Payable in Payable

Remaining Due amount Foreign amountin forei Foreign amount in
. . . oreign
maturity in foreign currency currency HUF currency currency HUF

million* million*
Up to 1 month 1621 785 000 HUF 1622 5500 000 USD 1635
Up to 1 month 54 595 767 800 HUF 54596 152 000 000 EUR 55500
3 to 12 months 23 639 900 000 HUF 23 640 65 000 000 EUR 23733
Total 79 858 80 868

*The HUF amount was determined on the basis of the exchange rate set by the Hungarian National Bank
on 31 December 2020.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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8.a. Cash flow hedges

Derivatives held for hedging purposes are derivative instruments that have been included by the Bank
in hedge accounting and that have, accordingly, been designated as hedge transactions. The accounting
method for these derivatives is detailed in the paragraph on hedge accounting in the accounting policy,
as well as below.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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HUNGARIAN EXPORT-IMPORT BANK PRIVATE LIMITED COMPANY

Notes to the individual financial statements for the year ended 31 December 2022
(All amounts in HUF million, unless otherwise indicated)

The Bank has reclassified some of the effective amounts recognised in other comprehensive income into the
profit and loss account in the reporting period, to the extent that the hedged cash flows affected profit or loss.
No hedge relationship was terminated during the reporting and 2021 period. The principal amounts of the
CCIRS transactions are not amortised (there is only one principal swap on the forward leg of the transactions,
at maturity) and interest is recognised annually.

The Bank estimates the net (without-interest) fair value of CCIRS transactions at HUF 32 662 million.
Compared to 31.12.2021, of the HUF 13 155 million change in fair value, the effective part of the hedging
relationship, in the amount of HUF 12 142 million, was accounted for in Other comprehensive income (the
“Unrealised gains/losses on cash flow hedges” balance sheet line). The amount of the ineffective part was a
HUF 1 013 million loss as at 31 December 2022, which the Bank accounted for on the “Gains or losses from
trading and investment activities” line of the profit and loss account. Applying the concept of cost of hedging
under IFRS 9, the Bank recognised a gain of HUF 3 359 million from the amortisation of the forward
component of a hedging instrument in the profit and loss account under “Gains or losses from trading and
investment activities”, and in Other comprehensive income under “Unrealised gains/losses on cash flow
hedges”. The amount recognised in Other comprehensive income is thus HUF 15 501 million, consisting of
the amount attributable to the effective portion and the amortisation of the cost of hedging.

HUF 19 507 million at 31 December 2021 change in clean fair value (i.e. fair value without the interest
component) of the CCIRS transactions, the Bank recognised the effective portion of the hedge relationship
under Other comprehensive income ("Unrealised gains/losses on cash flow hedges" balance sheet line), in the
amount of HUF 17 165 million. The ineffective portion was HUF 2 342 million at 31 December 2021, which
the Bank recognised in the profit and loss account under “Gains or losses from trading and investment
activities”. Applying the concept of cost of hedging under IFRS 9, the Bank recognised a gain of HUF 2 273
million from the amortisation of the forward component of a hedging instrument in the profit and loss account
under “Gains or losses from trading and investment activities”, and in Other comprehensive income under
“Unrealised gains/losses on cash flow hedges”. The amount recognised in Other comprehensive income is
thus HUF 19 438 million, consisting of the amount attributable to the effective portion and the amortisation of
the cost of hedging.

Hedging strategy behind cash-flow hedging relationships

The Bank has raised funds to finance fixed-rate loans denominated in euro synthetically through EUR-HUF
CCIRS transactions and by issuing HUF-denominated bonds. The loans disbursed give rise to a foreign
exchange risk, which is managed through CCIRS transactions.

The volatility of the cash flows from the principal receivable of hedged loans, expressed in HUF, due to the
variability of the EUR-HUF spot exchange rate, is offset by the same volatility of the cash flows of the EUR
leg of the CCIRS transactions, given that the hedged cash flows of the loans and the EUR cash flows of the
CCIRS transactions are in opposite directions, and the amounts of the hedged risk portion of the loans and the
principal amounts of the EUR leg of the CCIRS transactions are equal.

The Bank has decided to apply the hedge accounting rules under IFRS 9 to the accounting settlements of these
economic relationships, in which the Bank has designated cash flow hedge relationships that reflect the Bank’s
risk management objectives.

Items designated as hedged items

For hedge accounting purposes, the Bank has designated as a hedged item a specified portion of the cash flows
expected to arise from a designated group of euro-denominated loan receivables due from customers. The
hedged volume is the amount of principal repayments equal to the principal amount of the EUR leg of the
CCIRS transactions designated as hedging instruments, which are due at the earliest after the maturity of the
CCIRS (“bottom layer approach™). The groups of hedged items are presented in the table below:

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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Amount of
principal
Commencement | Maturity of repayments of
of hedging hedging hedged EUR loans
Hedging relationship relationship relationship (EUR million)
Hedging relationship 1 17.02.2021 27.10.2027 70.0
Hedging relationship 2 22.02.2021 26.11.2025 56.6
Hedging relationship 3 26.02.2021 27.10.2027 231.7
Total: 358.3

The Bank measures loan receivables at amortised cost and recognises the foreign exchange revaluation
difference on these financial assets classified as monetary items in the profit and loss account.

Only the principal repayments of the loan transactions are designated by the Bank as hedged items, not the
interest cash flows (i.e. the spot element is hedged, not the forward element). However, the Bank exercises
the option under IFRS 9 to account for the forward element of the hedging relationship as a cost of hedging,
and therefore the resulting effects are recognised under ‘Other comprehensive income’ and recycled through
the profit and loss account over the life of the hedge from the inception of the hedging relationship.

Hedge ineffectiveness may be caused by prepayments and final payments on designated loans, which can be
avoided by including in the hedging relationship the very likely capital cash flows of loans in the financing
plan for the following years. Hedge ineffectiveness may also arise if the expected credit loss on loans included
in the hedged item group increases, while on the other hand the Bank has only included loans classified in the
performing (stage 1 and stage 2) categories in the hedged item group, when designating hedging relationships.

Transactions designated as hedging instruments

The Bank has designated as hedging instruments all its CCIRS transactions, so it pays a fixed EUR interest
rate and receives a fixed HUF interest rate on the principal amount determined and actually exchanged at the
inception of the transaction (at the inception of the transaction, the Bank receives the EUR principal and pays
the HUF principal). At the end of the term of the transaction, the parties return the principal amounts exchanged
at the inception of the transaction (i.e. at the end of the term, the Bank receives the HUF principal and pays the
EUR principal). The Bank settles the exchange of fixed interests annually, on a gross basis (EUR and HUF
interest separately).

The Bank has designated the change in the spot exchange rate as the hedged risk in the hedging relationships.
The Bank excludes from the hedging relationship the forward elements (interest rate swaps) and foreign
currency basis spread elements of hedging instruments (CCIRS transactions), and only the part of the hedging
instruments without these elements, i.e. the spot elements are designated as hedging instruments.

Changes in the fair value of the forward element and the foreign currency basis spread are accounted for by
the Bank as hedging costs, and changes in their fair value are recognised in other comprehensive income and
accumulated in a separate component of equity. The Bank amortises the forward and foreign currency basis
spread elements, quantified at the beginning of hedge accounting, from the inception of the hedge relationship
over the term of the hedge from other comprehensive income to the profit and loss account, as the hedged risk
affects the entire term (time-period related hedged items), and is not related to a cash flow element.

In calculating the foreign currency basis spread, the Bank subtracts the fair values of CCIRS transactions,
which include the foreign currency basis spread and are calculated using the same yield curves.

The Bank applies the cash flow hedge accounting to reclassify amounts from fair value revaluation differences
accumulated in other comprehensive income to the profit and loss account during periods when the expected
future hedged cash flows (principal repayments) affect profit or loss as a result of the hedged risk, i.e. in periods

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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when hedged foreign currency loan receivables cause a foreign currency revaluation to the MNB exchange
rate).

Assessment of hedging efficiency

On the designation date and on each closing date, the Bank assesses the expected effectiveness of the hedging
relationship prospectively (in a forward-looking manner) using quantitative and qualitative methods. In
making this assessment, the Bank examines the impact of changes in credit risk on the hedging relationship.

The Bank measures hedge effectiveness by applying hypothetical swaps under IFRS 9, where it compares the
changes in fair value of the hypothetical swap and the actual CCIRS transactions. At each measurement date,
the Bank calculates the cumulative amount of the changes in fair value below from the inception of the hedging
relationship, and adjusts the Hedge reserve for the lower of the two (in absolute value) against Other
comprehensive income, thus accounting for the effective portion of the change in fair value of the hedging
instrument. The remainder of the ineffective portion of the change in the fair value of the hedging instrument
is recognised by the Bank in the profit and loss account:

a) The change in fair value of the hypothetical swap less the amount of the initial cost of hedging already
amortised, or

b) The change in the net fair value (without accrued interest) of the actual CCIRS transactions. (Accrued
interest is recognised in the profit and loss account on an ongoing basis, in the same way as the
amortisation of the cost of hedging.)

Due dates for cash flows of hedging instruments

The table below shows the principal and interest due dates of fixed-interest CCIRS transactions designated as
hedging instruments, in both currencies, at the exchange rate on the reporting date, in non-discounted (nominal)
amounts.

31 December 2022 (data in HUF million)

Within 1to2 2to3 3to4 4to5 OverSs

Non-discounted cash flow 1 year years years years years  years Total
Micro cash flow hedging

instruments

CCIRS transactions

Due date for EUR

principal value - - (22 645) - (120772) - (143 417)
Due date for HUF

principal value - - 20300 - 106 950 - 127 250
Due date for net interest 2 895 2 895 2 895 2488 2488 - 16 420
Average fixed interest rate

(EUR) (0.22%) (0.22%) (0.22%) (0.21%) (0.21%) - (0.22%)
Average fixed interest rate

(HUF) 202% 2.02% 2.02% 2.09% 2.09% - 2.05%

Average exchange rate of
principal swap
(HUF/EUR) 358.8 355.2

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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31 December 2021 (data in HUF million)

Within 1to2 2to3 3to4 4t05 Over 5
Non-discounted cash flow 1 year years years years years years Total
Micro cash flow hedging
instruments
CCIRS transactions
Due date for EUR
principal value - - - - (20877) (111343) (132 220)
Due date for HUF
principal value - - - - 20300 106950 127 250
Due date for net interest 2 870 2 870 2 870 2870 2 469 2469 16 420
Average fixed interest rate  (0.22%) (0.22%) (0.22%) (0.22%) (0.21%) (0.21%)
(EUR) (0.22%)
Average fixed interest rate
(HUF) 2.02%  2.02% 2.02% 2.02% 2.09% 2.09% 2.05%
Average exchange rate of
principal swap
(HUF/EUR) 358.8 354.5 355.2

31 December 2022 (data in HUF million)
The table below shows the undiscounted (nominal) amounts of the cash flows of CCIRS transactions
designated as hedging instruments, expressed in original currency and in HUF.

Due Payable
Remaining Due amount Foreign amount Payable in foreign Foreign amountin
maturity in foreign currency currency in HUF currency currency HUF
million* million*
Within S years 127 250 000 000 HUF 127 250 358 318 896 EUR 143 417
Total 127 250 143 417

*The HUF amount was determined on the basis of the exchange rate set by the Hungarian National Bank on

31 December 2022.

31 December 2021 (data in HUF million)

The table below shows the undiscounted (nominal) amounts of the cash flows of CCIRS transactions
designated as hedging instruments, expressed in original currency and in HUF.

Due Payable
Remaining Due amount Foreign amount Payable in foreign Foreign amountin
maturity in foreign currency currency in HUF currency currency HUF
million* million*
Within 5 years 20 300 000 000 HUF 20 300 56 577 480 EUR 20 877
Over 5 years 106 950 000 000 HUF 106 950 301 741 416 EUR 111 343
Total 127 250 132 220

*The HUF amount was determined on the basis of the exchange rate set by the Hungarian National Bank on

31 December 2021.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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Effect of hedge accounting on equity

The table below shows the change in equity as a result of the change in the net fair value (excluding interest)
of cash flow hedges, taking into account the effect of income taxes. The start date of the cash flow hedge

transactions was in 2021.

31 December 2022 (data in HUF million)

Opening balance on 1 January 2022
Cash flow hedge reserve opening value:

The effective portion of the change in fair value and the

cost of hedging:

Of which: Cost of hedging reserves

Of which: amortisation of the cost of hedging in the
reporting period:

Of which: Hedging reserves
The ineffective portion of the change in fair value:
Losses reclassified to the profit and loss account:

Of which: foreign currency revaluation loss:
Closing balance at 31 December 2022, before tax:
Tax effect of all the above:
Closing balance at 31 December 2022, after tax:

31 December 2021 (data in HUF million)

Opening balance on 1 January 2021

Cash flow hedge reserve opening value:

The effective portion of the change in fair value and
the cost of hedging:

Of which: Cost of hedging reserves
Of which: amortisation of the cost of hedging in the
reporting period:
Of which: Hedging reserves
The ineffective portion of the change in fair value:
Losses reclassified to the profit and loss account:
Of which: foreign currency revaluation loss:
Closing balance at 31 December 2021, before tax:
Tax effect of all the above:
Closing balance at 31 December 2021, after tax:

Other Profit/loss
comprehensive for the
income year
(15 501) 3359
(945) -
(3 359) 3359
(11197)
- (1013)
11 198 (11 198)
11198 (11 198)
(4 303) (8 852)
387 797
(3 916)
Profit/loss
Other comprehensive for the
income year
(19 438) 2273
(12 195) -
(2273) 2273
(4 970)
- (2 342)
4970 4 970)
4970 (4 970)
(14 468) (5039)
o 1302 454
(13 166)

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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NOTE 9 INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT OR

LOSS

The details of capital funds and participations are provided as at 31 December 2022, 31 December 2021 and
31 December 2020.

Bank ownership Nominal Cost Fair value Carrying
rate (%) value difference amount
Garantiqa 0.12% 12 12 0 12
Total 12 12 0 12

The carrying amount of the shares in Garantiqa remained unchanged compared to the comparative periods.

Shares denominated in foreign currencies are detailed in the tables below.

The percentage of the Bank’s ownership in the fund:

Share %
Name of fund
31.12.2022 31.12.2021 31.12.2020
China CEE Fund - USD 6.90 7.05 7.00
China CEE Fund II - USD 8.75 8.75 8.75
China CEE Management S.A.R.L. - EUR 10.00 10.00 10.00
East West - EUR 25.24 25.28 25.23
Hungarian - Kazakh Cooperation Fund - USD 49.58 49.57 49.57
IFC FIG Fund - USD 11.42 10.74 8.64
SINO-CEE Fund - EUR 239 2.42 226
Three Seas Fund - EUR 2.20 2.22 -
The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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Cost of individual shareholdings:

Cost
Name of fund 31.12.2022 31.12.2021 31.12.2020

Foreign HUF Foreign HUF Foreign HUF

currency million currency million currency million
China CEE Fund - USD 0.10 0.00| 16,986,405 4,820 25,126,344 6,921
China CEE Fund II - USD 37,121,821 12,530 22,998,362 6,741 19,928,071 5,764
China CEE Management
SARL. - EUR 1,250 0 1,250 0 1,250 0
East West - EUR 2,537,380 978 1,101,522 378 1,363,000 452
Hungarian - Kazakh
Cooperation Fund - USD 12,995,234 3,561 12,584,056 3,418 12,350,610 3,347
IFC FIG Fund - USD 21,323,950 6,787 17,357,966 5,301 4,904,071 1,481
SINO-CEE Fund - EUR 16,511,506 5,560 17,137,695 5,720 13,018,650 4,274
Three Seas Fund - EUR 10,941,077 4,088 7,325,371 2,628

33,505 29,006 22,239

In the case of the China CEE Fund, the fund paid back the entire previously paid capital to its investors during
2022 (and a yield on top), and therefore the cost of the capital fund is recorded at USD 0, 1.

Difference between the fair value and the carrying amount of the various shareholdings:

Fair value difference Carrying amount
Name of fund 31.12.2022 | 31.12.2021 | 31.12.2020 | 31.12.2022 | 31.12.2021 | 31.12.2020

HUF million | HUF million | HUF million | HUF million | HUF million | HUF million
China CEE Fund - USD 988 8 895 5575 988 13715 12 496
China CEE Fund II - USD (950) (195) (783) 11 580 6546 4981
China CEE Management ) ) 0 0 0
S.ARL.-EUR )
East West - EUR 190 180 %94) 1168 558 358
Hungarian - Kazakh
Cooperation Fund - USD (2 180) (2038) (1389) 1381 1380 1958
IFC FIG Fund - USD 4944 3302 3648 11 731 8603 5129
SINO-CEE Fund - EUR (2561) 454 (1010) 2999 6174 3264
Three Seas Fund - EUR 420 (38) 4508 2590

850 10 560 5947 34 355 39 566 28 186

The amount of HUF 34 367 million in the Statemet of Financial Position under Investments measured at fair
value through profit or loss is the sum of the total carrying amount of the individual shareholdings and the
carrying amount of Garantiqa.

The HUF 1 942 million loss included in the statement of comprehensive income under Gains or losses from
trading and investment activities for the reporting year occurred as a result of the change in fair value for the
year (HUF -9 711 million) and the yield from the China CEE Fund investment (HUF 7 769 million) for the

year, which the Bank presents in detail in the table of movements under Note 34.
The previous year’s gain of HUF 4 614 million and the loss of 972 million in 2020 in the statement of
comprehensive income were solely the results of the change in fair value.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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China CEE Management S.4.r.l., China-CEE Fund I and China-CEE Fund II:

China-CEE Management S.4.r.1. (“the Fund Manager”) was established in November 2013 with a share capital
of EUR 12 500 by CEEF Holdings Limited and Eximbank Zrt. The Fund Manager is based in Luxembourg
and is active in the provision of advisory, fund management, accounting and company administration services
to China-CEE Fund I and China-CEE Fund II.

China-CEE Fund I was established in November 2013 as a limited partnership under the laws of Luxemburg.
The fund is a closed-end specialised investment fund managed by the Fund Manager. The fund’s final maturity
is set at 30 November 2023. The main objective of the fund is to invest the assets available to it in a risk-
diversified manner in private equity instruments primarily, in accordance with the intentions of the fund’s
investors, in Central and Eastern European countries and to achieve returns on these investments in excess of
the capital appreciation and yields available in the public capital markets over the long term.

According to the fund’s private placement memorandum and the related subscription agreement signed by
Eximbank, Eximbank committed to subscribe for up to USD 30 million of the fund's capital. The fund paid
back the entire previously paid capital to the investors during 2022 (with an additional return).

Eximbank does not have a significant influence over the activities of the fund as it has no voting right in the
body that makes investment decisions. Fund agreements only allow Eximbank, through its representation in
the fund’s advisory body, to vote on investment proposals submitted by the fund manager if those investments
are to be made in sectors not listed in the fund documentation, or are in excess of certain investments limits,
furthermore, vote on the extension of the fund’s investment period or term.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment Commitment Investment Commitment Investment Commitment
UsSD - 30 000 000 16 986 405 13 013 595 25126 344 4 873 656

The subscription agreement for the China-CEE Fund II was signed by Eximbank in November 2017, under
which Eximbank committed to underwrite up to USD 70 million. This fund was established in February 2018
as a limited partnership under the laws of Luxembourg. The fund is a closed-end specialised investment fund
managed by the Fund Manager. This fund aims to continue the well-established investment programme started
by China-CEE Fund I. The fund’s final maturity is set at 31 March 2027.

Eximbank does not have a significant influence over the activities of the fund as it has no voting right in the
body that makes investment decisions. Fund agreements only allow Eximbank, through its representation in
the fund’s advisory body, to vote on investment proposals submitted by the fund manager if those investments
are to be made in sectors not listed in the fund documentation, or are in excess of certain investments limits,
furthermore, vote on the extension of the fund’s investment period or term.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment Commitment Investment Commitment Investment Commitment
USD 37121 821 32 878 179 22 998 362 47 001 638 19 928 071 50071 929

East West VC Fund EuVECA: East West VC Fund EuVECA is a venture capital fund established under EU
regulations by Hungarian, Portuguese and other international institutional and private investors, and is
registered with the Portuguese Capital Markets Authority. Originally, the fund’s total size was EUR 20 million,

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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with Eximbank committing to contribute up to EUR 4.5 million. Due to a non-performing investor, on 16
October 2020 the registered capital of the fund decreased to EUR 17.83 million; after an exit in 3 instalments
(summer 2021, spring 2022 and autumn 2022) the registered capital of the fund decreased to EUR 12 795 520,
though this did not affect the face value of the issued participation units. The amount of Eximbank’s liability
has not changed, but the repaid capital component has reduced the total Eximbank exposure and therefore the
latter is recorded at EUR 2 537 380 as at the end of 2022. The fund is managed by Alpac Capital Sociedade
de Capital de Risco, S.A., registered in Portugal (with offices in Lisbon and Budapest) and primarily aims to
invest in early-stage technology companies in Hungary, Portugal and neighbouring countries. Eximbank does
not have a significant influence over the activities of the fund as it does not participate in the financial and
operating policy decisions of the fund, and the investment decisions are made by the fund manager. The
contracts only allow Eximbank to appoint one member to the fund’s 6-member investment committee. The
role of the Investment Committee is to formulate non-binding recommendations to the fund manager about
investment and exit opportunities.

At the end of December 2022, Eximbank held participation units in a EUR 2 192 000 (HUF 877 million)
nominal value in the fund, with additional participation units in a EUR 1 616 000 (HUF 647 million) nominal
value in the fund being under settlement, given that the fund generates new participation units after the
drawdowns, usually in a quarterly aggregate. Based on its payments, Eximbank is entitled to participation units
in a combined value of EUR 3 808 000, which are linked to total drawdowns of EUR 2.54 million. The
remaining amount of EUR 692 000 (HUF 277 million) was shown in Eximbank’s books as contingent liability
as at 31 December 2022.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022

31 December 2021

31 December 2020

Currency

Investment

Commitment

Investment

Commitment

Investment

Commitment

EUR

2537 380

692 000

1101 522

2 308 000

1363 000

3137000

Kazakhstan Hungarian Investment Private Equity Fund C.V./Kazakhstan “Silk Road” Agriculture
Growth Fund (Kazakhstan Hungarian Fund): In December 2015, Eximbank and JSC “National
Management Holding KazAgro” established a limited partnership under the laws of the Netherlands. Each of
the two founders has committed to subscribe for up to USD 20 million of capital each, and the Fund Manager
has committed to subscribe for 1% of the fund’s total investor commitment. The primary objective of the fund
is to invest in Kazakhstan, in the country’s agriculture and food industry (including production, processing,
warehousing and logistics), with a particular focus on products with significant market growth potential such
as meat, dairy products, cereals, oilseeds, vegetables, fruits and fish. Fund management responsibilities are
fulfilled by CCL Agro Limited.

Eximbank does not have a significant influence over the activities of the fund as it does not participate in the
financial and operating policy decisions of the fund, and it also has no right of representation in the body that
makes investment decisions. The contracts only allow Eximbank, through its representation in the fund’s
advisory bodies, to determine whether the beneficial owners of an investment proposed by the fund manager
are eligible counterparties, furthermore vote on the extension of the fund’s investment period or term.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022

31 December 2021

31 December 2020

Currency

Investment

Commitment

Investment

Commitment

Investment

Commitment

EUR

12 995 234

7 004 766

12 584 056

7415 944

12 350 610

7 649 390

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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IFC FIG Fund: The fund was set up by IFC Asset Management Company, a division of International Finance
Corporation (“IFC”) responsible for fund management, with investors committing a total of USD 505 million.
The fund is seeking to make equity investments in financial institutions operating in IFC member countries,
emerging markets. In March 2015 Eximbank joined the fund as an investor with a commitment of USD 50
million.

Eximbank does not have a significant influence over the activities of the fund as it has no voting right in the
body that makes investment decisions. Fund agreements only allow Eximbank, through its representation in
the fund’s advisory body, to vote on investment proposals submitted by the fund manager if those investments
are to be made in sectors not listed in the fund documentation or are in excess of certain investments limits,
conflicts of interest with respect to the fund manager or the fund’s investors, or, vote on the extension of the
fund’s investment period or term.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment Commitment Investment Commitment Investment Commitment
USD 21323 950 28 676 050 17 357 966 32 642 034 4904 071 45 095 929

SINO CEE Fund: SINO CEE Fund was established in November 2016 as a limited partnership under the
laws of Luxemburg. The fund’s investment objective is to make primarily equity, equity-related and mezzanine
investments, directly or indirectly, in private or public companies in Central and Eastern Europe, in particular
in companies in the infrastructure, manufacturing and mass consumption industries that are capable of
geographic expansion into Europe and other countries of the world. Fund management responsibilities are
fulfilled by SINO CEE Fund GP Limited. Eximbank joined the fund in November 2018 with a commitment
of EUR 50 million.

Eximbank does not have a significant influence over the activities of the fund as it has no voting right in the
body that makes investment decisions. Fund agreements only allow Eximbank, through its representation in
the fund’s advisory body, to vote on investment proposals submitted by the fund manager if those investments
are to be made in sectors not listed in the fund documentation or are in excess of certain investments limits,
conflicts of interest with respect to the fund manager or the fund’s investors, or, vote on the extension of the
fund’s investment period or term.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment Commitment Investment Commitment Investment Commitment
EUR 16 511 506 33 488 494 17 137 695 32 862 305 13 018 650 36 981 350

Three Seas Initiative Investment Fund: The Three Seas Initiative Investment Fund was established under
Luxembourg law in May 2019. The Three Seas Initiative (3SI) is a joint initiative of the 12 countries of the
European Union lying between the Adriatic, Baltic and Black Seas, and aims to strengthen economic ties,
implement cross-border projects and develop infrastructure.

To achieve these aims, the member states decided to set up a joint capital fund, the Three Seas Initiative
Investment Fund.

The fund intends to invest in the transportation, energy and digital technology sectors, with Fuchs Assets
Management acting as fund manager. Eximbank joined the fund in December 2020 with a commitment of
EUR 20 million (see Note 20),

Eximbank does not have a significant influence over the activities of the fund as it has no voting right in the

body that makes investment decisions. Fund agreements only allow Eximbank, through its representation in
The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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the fund’s management board and advisory body, to vote on investment proposals submitted by the fund
manager if those investments are to be made in sectors not listed in the fund documentation or are in excess of
certain investments limits, conflicts of interest with respect to the fund manager or the fund’s investors, or vote
on the extension of the fund’s investment period or term.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022

31 December 2021

31 December 2020

Currency

Investment

Commitment

Investment

Commitment

Investment

Commitment

EUR

10 941 077

9058 923

7325371

12 674 629

20 000 000

COMMITMENTS TO CAPITAL FUNDS:

When Eximbank signed the subscription agreements of the abovementioned equity funds, it made an
irrevocable commitment to make the funds available up to the respective limits. In the event that Eximbank
fails to settle its commitment to a fund, in whole or in part, after having been requested to do so by the fund
manager, it may lose its investor rights (including its representation in certain corporate bodies), and the entire
balance of the participation units registered under its name in the capital account of the fund may be distributed
to the other investors, with Eximbank’s name being automatically removed from the register of shareholders,
after which Eximbank may not claim any further right, entitlement or interest in the fund.

Under the foundation documents (private placement memorandum, partnership agreement, subscription
agreement), the fund manager may only require investors to pay amounts already approved by the fund’s
investment committee and to pay any fees (e.g. management, audit, portfolio management, etc. fees) and other
expenses that have been legitimately incurred. In Eximbank’s experience, in most cases the funds draw down
less than the amount committed. In view of the fact that, by their nature, neither investments nor costs can be
precisely determined at the time of commitment, Eximbank does not consider capital commitments to be
unconditional commitments, but rather as contracts to be performed in the future (as neither party has yet
performed) and consequently does not recognise them as financial liabilities, but as contingent liabilities —
until the conditions for the commitment to be drawn down are met (see Note 20). In the event of a conflict of
interest, Eximbank may refuse to pay the amount drawn.

The net asset value of the capital funds in proportion to Eximbank’s financial participation decreased by 13.2%,
from HUF 39.6 billion at the end of 2021 to HUF 34.4 billion by the end of 2022. By contrast the carrying
amount of capital funds increased by 40.4%, from HUF 28.2 billion at the end of 2020 to HUF 39.6 billion by
the end of 2021. This value already includes the effect of changes in exchange rates, given that Eximbank also
participates in capital funds denominated in foreign currency.

NOTE 10 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

The funds listed in this Note are funds registered in Hungary and managed by fund managers registered in
Hungary. The investment ratio and decision-making participation in each capital fund is described in more
detail in Section 33.2.

PortfoLion Regionilis Magdntékealap

PortfoLion Regiondlis Magéantokealap (PortfoLion Regional Private Equity Fund, hereinafter: “PortfoLion
Fund”) was established in June 2012 by OTP Bank Plc. with a share capital of HUF 5 000 million. In 2013,
Eximbank started negotiations with OTP Bank Plc. and PortfoLion Kockazati Tékealap -kezels Zrt.
(PortfoLion Venture Capital Fund Management Ltd.) to join as a new investor by raising the share capital with
an additional HUF 5 000 million to HUF 10 000 million.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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In 2018, the Bank undertook to invest an additional HUF 750 million in the fund. In 2022, the fund paid HUF
4.52 billion in yields to investors (in two stages), through which Eximbank received back HUF 2.26 billion. In
addition to the yield payment, in April 2022 the PortfoLion Fund also implemented a capital reduction, as a
result of which HUF 300 million was paid back to investors, of which Eximbank received HUF 150 million.
In December 2022, a decision was made on another capital reduction (HUF 9 124 million) and yield payment
(HUF 6 125 million), pursuant to which the registered capital of the PortfoLion Fund decreased to HUF 251.7
million. The financial settlement of the capital reduction and yield payment took place in January 2023, during
which the PortfoLion Fund repaid the Bank a total of HUF 7 203 million (HUF 4 562 million capital and HUF
2 641 million yield). The amount of the above repayment is presented by the Bank as a receivable (see note
14). The amount of the yield differs from the ownership percentage because Exim entered the fund at a later
date and is therefore due a lower yield pro rata temporis.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment | Commitment | Investment | Commitment | Investment | Commitment
HUF million 4 688 313 4 838 313 4 408 743

The fund targets well-established, medium-sized companies that offer a promising business model, already
have established product lines, portfolios of services and a wide range of customers and that aim to grow
primarily by entering international markets or boosting their already existing exports.

PortfoLion Regionailis Magantékealap 11

PortfoLion Regionalis Magantékealap 11 was established in August 2020 with an initial capital of HUF 25 050
million. 49.89-49.89% of the capital is provided by Eximbank (HUF 12 500 million) and OTP Bank (HUF 12
500 million). The fund manager of the fund is PortfoLion Kock4zati Tékealap-kezel Zrt.

Its investments are aimed at putting businesses in the Central European region on a long-term, global growth
path. Its focus is primarily on projects in the areas of digital technologies, software development,
telecommunications, online services and automation, but other areas are not excluded. In line with past
practice, the fund manager not only provides financial support to the companies in the portfolio, but also
renders active and strong professional support for their growth.

In 2022, the minority investor increased the subscribed capital of the fund by HUF 10 million, which thus rose
to HUF 25,060 million. Eximbank and OTP Bank did not participate in the capital increase.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment | Commitment | Investment | Commitment | Investment | Commitment
HUF million 6443 6 057 2799 9701 1250 11250

To date, the fund has implemented three investments.

EXIM Exportdsztonzé Magantikealap

The Bank’s contribution to the share capital is nearly 100% as at 31 December 2022.

In 2016 the Bank — as Hungary’s international export credit agency and development institution — established
an export development fund (EXIM Export6sztonzé Magéntékealap). The fund intends to provide financing
to small and medium-sized enterprises operating in Hungary that have an actual or potential export capacity in
products and services. The Bank made a commitment of HUF 10 000 million, and paid the whole amount in
2016.

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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In 2019, the Bank committed to invest additionally up to HUF 40 000 million in the fund, which it did by 31
December 2019.

EXIM Névekedési Magéntékealap merged with EXIM Exportdszténzé Magéntdkealap as of 31 October 2019,
increasing the Bank’s financial commitment to the fund to HUF 56 000 million. The Bank fully discharged its
payment obligations to the fund during 2019 and therefore has currently no further payment obligations to the
Fund.

The Bank’s contribution to the share capital of EXIM Export8sztonzé Magantékealap amounts to nearly 100%,
however the fund is managed by a third party fund manager, GB & Partners Kockazati Tékealap-kezelé Zrt.
Based on the decision-making structure, the Bank’s role consists primarily of exercising the ownership rights
of participation units and delegating one member to the Fund Manager’s interim (not final) decision-making
body (Investment Committee), which consists of three members (two members being nominated by the Fund
Manager). The final decision is made by the fund’s Board of Directors in the light of the Investment
Committee’s recommendation. This body makes its decisions with a simple majority, where the delegate of
Eximbank does not have veto rights.

Enter Tomorrow Europe Magéntékealap

The Enter Tomorrow Europe Magéantkealap was launched in July 2018 with a capital of EUR 50 million,
established by the MOL Group and Eximbank. It is a private equity fund registered in Hungary and managed
by a third party, LEAD Ventures Alapkezel Zrt., which aims to provide financing to early-stage companies
operating in Europe that already have existing products, services or patented prototypes.

The Bank has committed to invest up to EUR 25 million in the fund.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022

31 December 2021

31 December 2020

Currency

Investment

Commitment

Investment

Commitment

Investment

Commitment

EUR

19 690 280

5309 720

15 670 280

9329720

11 255 280

13 744 720

During 2022, the fund made two new investments in companies operating in the mobility and
telecommunications market, and follow-on investments were also made.

Eurépa Agrar Magantékealap

The fund started operations in April 2021 with a total subscribed capital of EUR 60 million. EXIM's financial
commitment to the fund is EUR 42 million (70%) and a Hungarian private investor has committed a further
EUR 18 million to the fund. The primary objective of the fund is to invest in companies with significant growth
potential or regional strategic importance, primarily in the agricultural and food sector, which are capable of
generating quantifiable added value for investors in the medium to long term, given the right strategy and
financing structure, and which operate primarily in the international market, in particular in the market of
Central and Eastern Europe. Fund management responsibilities are fulfilled by Hodler Alapkezel6 Zrt.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022

31 December 2021

31 December 2020

Currency

Investment

Commitment

Investment

Commitment

Investment

Commitment

EUR

29 419 336

12 580 664

11 569 336

30 430 664
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Herius-1 Magéntékealap

The Herius-1 Magantokealap (Herius-1 Private Equity Fund) was launched in September 2021 with a focus
on the aerospace and aeronautics industry and EUR 14 million of capital. Eximbank’s share in the fund was
initially 70%, with a EUR 9.8 million commitment, and 30% subscribed by Space Oddity Kft. for EUR 4.2
million. The fund is registered in Hungary and the fund manager is Herius Capital Management Zrt. The fund
intends to implement space and aerospace investments, building synergies. The private investor changed to a
private individual (Baldzs Rébely) at the start of March 2022. On 31 March 2022, Eximbank purchased from
the private investor a EUR 4.06 million participation unit with a 10% (EUR 406 000) contribution rate at the
yearend-2021 net asset value (EUR 274 000). In April 2022, Eximbank carried out a capital increase of EUR
39 million in the fund. As a result of the two transactions, Eximbank’s share increased to 99.74%. In the Fund’s
3-member investment committee Eximbank has 1 vote, the committee makes its decisions by simple majority,
and these recommendations are for the CEO as the final decision-maker, who makes his decisions on a business
basis. According to the statement of the Fund Manager, the Fund complies with the terms and conditions of
the Investment Entity.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment | Commitment | Investment | Commitment | Investment | Commitment
EUR 10 222 924 42 637 076 980 000 8 820 000 - -

Up to the end of 2022, the fund had made investments in 3 companies for a total of EUR 2 208 262, which it
had recorded at cost on its books as at 31 December 2022.

Innova-1 Jarmiiipari Magantékealap

The Innova-1 Jarmiipari Maganttkealap (Innova-1 Automotive Private Equity Fund) was registered in April
2022 with capital of HUF 10 billion; Eximbank’s share of the fund is 100%. The fund was registered in
Hungary, and the fund manager is Innova-X Pt6kealap-kezeld Zrt. The goal of the fund is to implement
automotive industry investments and build synergies. Eximbank does not consider the Fund to be a subsidiary,
as the yields generated by the Fund are not directly influenced by Eximbank and depend on the results of its
investment activities. in the Fund’s 3-member investment committee Eximbank has 1 vote, the committee
makes its decisions by simple majority, and these recommendations are for the CEO as the final decision-
maker, who makes his decisions on a business basis. Eximbank may amend the Fund’s adopted management
regulations only with the assistance of the Fund Manager, as only the Fund Manager may act on behalf of the
Fund as an entity specifically authorised to do so. Due to the launch of the fund in 2022, it did not have any
investments at the end of 2022, but several transactions were already under advanced preparation. Based on
the statement of the Fund Manager the Fund complies with the terms and conditions of the Investment Entity.

Columbus Magantékealap

COLUMBUS Magant6kealap (COLUMBUS Private Equity Fund), established by Eximbank Zrt. and
CARION Holding, was registered by the MNB on 8 October 2019.

The fund is managed by CARION Befektetési Alapkezeld Zrt., a company registered in Hungary under Act
XVI of 2014 on collective investment undertakings and their managers and holding a fund manager licence
since 2015, with the fund manager being 75% owned by CARION Holding Zrt. The fund aims to promote the
international market entry and expansion — with special regard to the European Union and United States — of
micro, small and medium-sized enterprises from Central and Eastern Europe, in particular from Hungary.

The initial subscribed capital of the fund was HUF 10 000 million. The Bank has committed to invest up to
HUF 7 000 million in the fund, while CARION Holding has committed to invest the remaining HUF 3 000
million. In June 2021, the fund manager launched a new call for subscription, which Eximbank joined. During
the capital increase, a new investor, Beton-Art Kft. joined the fund. With the capital increase, Eximbank’s
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commitment increased to HUF 17 000 million, while Beton-Art Kft., which joined the fund, committed to pay
up to HUF 4.3 billion. In September 2022, the fund manager launched a new call for subscription, which
Eximbank and Beton-Art Kft. joined in October 2022. With the capital increase, Eximbank’s commitment
increased to HUF 47 005 million, while Beton-Art Kft.’s commitment increased to HUF 17 145 million.

The amount of Eximbank’s investment and commitment (the remaining out of the total commitment of the
Bank) as of 31 December 2022, 2021 and 2020:

31 December 2022 31 December 2021 31 December 2020
Currency Investment | Commitment | Investment | Commitment | Investment | Commitment
HUF million 24 957 22 048 7324 9676 3752 3248

Except for drawdowns, repayments, capital transfers and capital increases, there were no transactions between
Eximbank and PortfoLion Regionalis Magantokealap, EXIM Exportoszténz6 Magéantdkealap I and II,
COLUMBUS Magént6kealap, Herius-1 Magant6kealap, Europa Agrar Magant6kealap, Innova-1 Jarmiipari
Magantdkealap and the Enter Tomorrow Europe Magantokealap.

COMMITMENTS TO CAPITAL FUNDS:

When Eximbank signed the subscription agreements of the above mentioned funds and agreed to the
Management Regulations, it undertook to make payments to the extent of the financial commitment contained
therein upon the legitimate request of the fund manager. If, despite a legitimate request by the Fund Managers,
Eximbank fails to make a payment within the 30-day additional time limit granted by the Fund Manager, it
will lose its rights related to the temporary participation unit. In this case, the Fund Managers will settle with
Eximbank as the defaulting participation unit holder at the end of the term of the Capital Fund, but after the
settlement the Bank may receive a maximum repayment equal to the amount of its contributions to the fund to
date (depending on the fund, 50 to 100%).

Under the terms of the documents establishing the fund, the Fund Managers are entitled to draw down amounts
for the investments already approved or to cover fees and expenses already incurred (e.g. audit fees, fund
management fees, due diligence fees, etc.). In view of the fact that, by their nature, neither investments nor
costs can be precisely determined at the time of commitment, Eximbank does not consider the financial
commitments made in relation to the funds to be unconditional commitments, but rather as contracts to be
performed in the future (as neither party has yet performed) and consequently does not recognise them as
financial liabilities, but as contingent liabilities — until the conditions for the commitment to be drawn down
are met (see Note 21).

The net asset value of the capital funds in proportion to Eximbank’s financial participation increased by 27.4%,
from HUF 69.9 billion at the end of 2021 to HUF 89 billion by the end of 2022. In 2021 there was also an
increase by 14,3%, to HUF 69,9 billion at the end 0f 2021 from HUF 61,1 billion at the end of 2020 regarding
the net asset value of the capital funds. This value already includes the effect of changes in exchange rates,
given that Eximbank also hold stakes in capital funds denominated in foreign currency.
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N ¢ fund Share %
n
ame of Tu 31122022 | 31122021 | 31122020
Enter Tomorrow Europe Magantékealap - EUR 50.00 50.00 50.00
EXIM Exportdszténzé Magantdkealap - HUF 100.00 100.00 100.00
Portfolion Regiondlis Magéntdkealap I - HUF 50.00 50.00 50.00
Portfolion Regionalis MagantGkealap II - HUF
ortfolion Regiondlis Magantokealap 4963 4990 4990
COLOMBUS - HUF 69.99 69.99 70.00
Eurépa Agrar Magant6kealap - EUR 70.00 70.00
Innova-1 Magéntokealap - HUF 100.00 0.00
Herius-1 Magant6kealap - EUR 99.74 70.00
Dividend payment/Subscribed
Cost .
Name of fund capital decrease
31.12.2022 ( 31.12.2021 | 31.12.2020 | 31.12.2022 | 31.12.2021 | 31.12.2020
Enter Tomorrow Europe
Magantokealap - EUR 7155 5515 3910 - - -
EXIM Exportdszténzd
MagantSkealap - HUF 56 000 56 000 56 000 - - -
Portfolion Regionalis
Magantokealap I - HUF 4688 4 837 4407| (10861)* (1 400)* -
Portfolion Regiondlis
Magéntdkealap II - HUF 6 443 2 799 1250 - - -
COLOMBUS - HUF 24 957 7324 3752 - - -
Eurdpa Agrar Magant6kealap
- EUR 11 266 4151 - - -
Innova-1 Magéant8kealap -
HUF 1000 0 - - -
Herius-1 Magantékealap -
EUR 3747 344 - - -
115 256 80 970 69319 (10861) (1 400) -

* In the 2022 column out of the total amount HUF 7 209 million was paid in January 2023. No physical
payment, only the decision had been in 2022 regarding the capital decrease (HUF 4 568 million) and dividend
payment (HUF 2 641 million). In 2021 the amount of HUF 1 400 million was shown as part of the cost however
this year it is in separate table.
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N f fund Equity method adjustment Carrying amount
ame of fun

! 2022.12.31 |2021.12.31 |2020.12.31 2022.12.31 I 2021.12.31 l 2020.12.31
Enter Tomorrow Europe
Magéntékealap - EUR (1216) (1353) (383) 5939 4162 3527
EXIM Exportdsztonzd
Magantdkealap - HUF (18077)  (10943) (9 280) 37923 45 057 46 720
Portfolion Regionalis
MagéantSkealap I - HUF 6 244 3209 1502 72 6 646 5909
Portfolion Regionalis
Magantdkealap II - HUF (1073) (240) (X)) 5370 2559 1213
COLOMBUS - HUF (323) (131) - 24 634 7193 3752
Eurépa Agrar Magantdkealap
-EUR (282) (135) - 10983 4017 -
Innova-1 Magéntdkealap -
HUF (146) - 854 -
Herius-1 Magént6kealap -
EUR (564) (122) - 3183 222 -

(15 437) (9 715) (8198)| 88 958+** 69 856 61 121

** In addition, the Bank holds a HUF 15 million equity stake in EXIM Invest Zrt., which is likewise stated in
the balance sheet line ‘Investments accounted for using the equity method’.

Table of the movements of capital funds measured using the equity method

31.12.2022 31.12.2021 31.12.2020

Opening balance 69 856 61121 60 998
The Bank’s share of the capital fund’s profit/loss for

the year (7029) (1616) (6 465)
The Bank’s share of the capital fund’s other

comprehensive income for the year 1306 100 168
Dividend yield (4 899) (1 400)

Disbursement* 33436 9787 5170
Repayment (150)

Capital transfer (4 562)

Subscription** 1 000 1 864 1250
Closing balance 88 958 69 856 61 121
The Bank’s share of the capital fund’s profit/loss

Sfor the year (7029) (1616) (6 465)

- out of which transfer to OCI of exchange
differences of investments in foreign operation that is
an assosiate (1 306) (100) (168)
- out of which recognised in the profit or loss (5723) (1516) (6 297)
*Disbursement means that the Bank provides funds for the realisation of the investment following the
subscription or makes an asset contribution to the costs specified in the management regulations on the basis
of a detailed drawdown document.
**Subscription is a special disbursement drawn by the fund manager from the investor(s) in order to establish
the fund. This amount is then used to make an investment, pay a fund management fee or an expense.

The loss of HUF 7 029 million for the reporting year in the statement of comprehensive income under Share

of profit/(loss) of investments accounted for using the equity method is the result of the carrying amount under
The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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the equity method compared to the previous year (HUF 19 102 million), the change in cost (HUF 34 286
million), the rise in the dividend payment and capital reduction figure (HUF 9 461) and the HUF -1 306 million
reclassified to other comprehensive income due to exchange-rate translation. The previous year’s loss of HUF
1 626 million in the statement of comprehensive income was the result of the change in fair value under the
equity method in the previous year (HUF 8 735 million), the change in cost in the previous year (HUF 10 251
million), dividend payment (HUF 1 400 million), and the HUF 100 million reclassified to other comprehensive
income due to foreign exchange translation. In 2020 the loss of HUF 6 465 million in the statement of
comprehensive income was the result of the change in carrying amount (HUF 123 million), and in cost (HUF
6 420 million) under the equity method compared to 2019, and also the HUF 168 million reclassified to other
comprehensive income due to foreign exchange translation.

As aresult of the exit from two investments in the PortfoLion Regional Private Equity Fund, the Bank received
a yield of HUF 2 258 million in 2022, which modifies the carrying amount of the investment, and in the cash
flow statement it is presented on the Investment capital reduction / yield payment accounted for using the
equity method line.

The financial details of investments accounted for using the equity method as at 31.12.2022 are provided in
the below table:

Enter Portfol Eurépa Herius-1 Innova- 1
Exportészt ionl Portfoli COLOM Agrir R P
Tomorr e e Magantoke Maganték
onzé (Fordu onll BUS Magantoke *
ow* alap ealap
lat) alap*
Non-current assets 11,691 29,202 - 10,184 74,200 14,853 884 -
Current assets 192 51,728 20,449 799 2,412 846 2,316 855
— of which: cash

and equivalents 192 12,065 20,449 342 2,397 725 2,316 842
Short-term
liabilities 5 33,688 20,299 225 61 8 8 1
Long-term
liabilities - 8,961 - - - - - -
Revenue - 47,138 - - - - - -
Finance income
/expence 139 2,982 10,707 (1,215) 36,209 (44) (22) 0
Profit after tax
(cont. activities) 361) (5,585) 6,551 (1,670) 35,674 (723) (679) (145)
Equity 11,878 38,281 151 10,758 76,550 15,691 3,191 854
Equity attributable
to the owners 11,878 39,323 151 10,758 76,550 15,691 3,191 854
Share of the Bank 50% 100% 50% 49.9%  69.99% 70% 100% 100%
Equity method
amount 5,939 39,323 75 5,368 53,575 10,983 3,183 854
Consolidation
adjustment** 0 (1,400) 4) 0  (28,941) (0) 0 -
Carrying amount 5,939 37,923 72 5,370 24,634 10,983 3,183 854

* Enter Tomorrow Europe Magéntékealap, Eurépa Agrar Magéant6kealap and Herius-1 Magant6kealap prepare
their financial statements in EUR. The Bank made the translation to its presentation currency (HUF million)
by using the FX rate as of 31.12.2022 in respect of balance sheet items (400.25 EUR/HUF) and by using the

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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average EUR rate (391.33 EUR/HUF) of 2022 for the profit and loss account. As a result of the currency
translation, Enter Tomorrow Europe Private Equity Fund reported an amount of HUF -317 million in other
comprehensive income as at 31.12.2022. The amount of the exchange rate effect recognised in other
comprehensive income was HUF -387 million for the Export6sztonzé Alap, HUF -244 million for Herius -1
Magént6kealap and HUF -358 million for Eurépa Agrar Magént6kealap.

** The two investors (OTP Bank Nyrt. and Eximbank Zrt.) became investors in the PortfoLion Fund at
different times. OTP paid its first contribution 01.06.2012, while Eximbank paid it on 26.11.2013, which
means that in addition to the ownership percentage, the date of the contributions made is also taken into account
in the calculation of the yields, both in the case of settlements and in periodic reports, which results in a
difference in the net asset value per investor. The Fund had a capital increase, and as a result, the investors
hold partly different participation units (OTP holds type A and C, while Eximbank holds type B and C). In
valuing its investments as at 31.12.2022, the Columbus Private Equity Fund took into account the valuation
principles set out in the effective Management Regulations (where the fair values were determined by using
the DCF method), from which the Management Regulations do not allow any deviation,, Eximbank adjusted
the fair value of the investment for the purpose of preparing its own financial statements, as it considers the
transactional price (historical cost) agreed on by third parties to be more in line with the real value of the
investment. In the case of the EXIM Exporttszténz Magantdkealap, the value of the assets included in the
fund's consolidated financial statements led the Bank to conclude that the recoverable amount of certain assets
was lower than the carrying amount and therefore an adjustment was considered appropriate.

The financial details of investments accounted for using the equity method as at 31.12.2021 are provided in
the below table:

Enter Portfoli Eurépa Herius-1
Tomorr Exportoszto onl Portfolion COLOMB Agrar Magéntékeal
nz6 (Fordul Il Us Magantékeal 5 €a
ow ap
at) ap
Non-current assets 6720 19 431 14 253 5180 15708 5526 169
Current assets 1608 47 353 430 166 333 355 187
— of which: cash

and equivalents 1608 9820 428 166 333 242 187
Short-term liabilities 4 16 075 1019 218 45 143 39
Long-term liabilities - 5070 - - - - -
Revenue 448 21 021 9 5 (1156) - -
Finance income
/expence (1999) 484 41737 1 - 175 -
Profit after tax (cont.
activities) (2 .005) (5 889) 3616 406 (1537 (351) (192)
Equity 8324 45 639 13 664 5128 15996 5738 317
Equity attributable to
the owners 8324 45 839 13 664 5128 15 996 5738 317
Share of the Bank 50% 100% 50% 49,9% 69,99% 70% 70%
Equity method
amount 4162 45 839 6 832 2559 11 195 4016 222
Consolidation
adjustment 0 (782) (186) ©) (4 002) 1 0
Carrying amount 4162 45 057 6 646 2559 7193 4016 222

The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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The financial details of investments accounted for using the equity method as at 31.12.2020 are provided in
the below table:

ToEm':)‘:r’ow Exportosztonzé ':;;fg::’a':)l Portfolion I COLOMBUS
Non-current assets 6812 15 206 11 807 - 12 263
Current assets 245 43 647 189 2505 248

— of which: cash and

equivalents 245 8042 187 2505 248
Short-term liabilities 2 7954 7 75 83
Long-term liabilities - 1771 - - -
Revenue - 12 739 1 - -
Finance income /expence (N 478 542 - 5541
Profit after tax (cont.
activities) (458) (7 939) 320 (75) 5317
Equity 7055 49 128 11 989 2430 12 428
Equity attributable to the
owners 7 055 46 195 11989 2430 12 428
Share of the Bank 50% 100% 50% 49,9% 70,00%
Equity method amount 3527 46 195 5995 1213 8700
Consolidation adjustment 0 525 (86) (0) (4 948)
Carrying amount 3527 46 720 5909 1213 3752

EXIM Exportosztonzé Magintékealap:

The Bank applied the equity method by valuing the assets in the fund’s consolidated financial statements in
accordance with its own accounting policy, and concluded that the recoverable amount of certain assets was
lower than the carrying amount, and therefore considered it appropriate to recognise the application of
correction. The valuation of the investment subject to the adjustment, validated by independent experts,
determined the value of the company at HUF 5,900 million based on the DCF method, which is HUF 1,400
million lower than the value of the company's assets. As a result, the Fund's equity per bank was reduced by
HUF 1 400 million following the application correction.

PortfoLion I:

The two investors (OTP Bank Nyrt. and Eximbank Zrt.) became investors in the PortfoLion Fund at different
times. OTP paid its first contribution on 1 June 2012, while Eximbank paid it on 26 November 2013, which
means that in addition to the ownership percentage, the date of the contributions made is also taken into account
in the calculation of the yields, both in the case of settlements and in periodic reports, which results in a
difference in the net asset value per investor. The fund had a capital increase earlier, followed by a capital
reduction in 2020 and in 2022, and as a result, the investors hold partly different participation units (OTP holds
type A and C, while Eximbank holds type B and C). In December 2022, a decision was made on another capital
reduction and yield payment, pursuant to which the registered capital of the fund decreased to HUF 251.7
million and the net asset value to HUF 150.7 million. The financial settlement of the capital reduction and
yield payment took place in January 2023, during which the fund repaid the Bank a total of HUF 7 203 million
(HUF 4 562 million capital and HUF 2 641 million yield). This amount is recorded as a receivable on
31.12.2022 in the Bank’s books under balance sheet line ‘Other assets’ (Note 14).

Columbus:
The accompanying notes on pages 11-180 form an integral part of these individual financial statements
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In valuing its investments as at 31 December 2022, the Columbus Private Equity Fund took into account the
valuation principles set out in the effective Management Regulations (where the fair value is determined by an
independent expert using the DCF method), from which the Management Regulations do not allow any
deviation. Given that in respect of transaction was concluded close to the reporting date and no significant
economic event occurred between the date of the transaction and the balance sheet date, for the purpose of
compiling its own financial statements the Bank modified the fair value of the investments, since in its
judgement, the transaction price (cost) negotiated between independent parties more closely approximates the
fair value of the investments. In addition, several of the investments are being implemented in the context of
greenfield investments, which are still in the construction phase, and production activity is not yet being
conducted; for the purpose of compiling its own financial statements, here again the Bank modified the fair
value of the investments, since in its judgement, the transaction price (cost) negotiated between independent
parties more closely approximates the fair value of the investments. In case of one investment income and the
EBTIDA as well was lower than it was planned at the time of the initial investment, therefore the revaluation
applied by the Fund Manager was estimated too optimistic by the bank, so it was corrected. Considering the
positive developments of the markets concerned and assuming a slower growth of the company, the applied
correction in revaluation is 733 million HUF compared to the fair value calculated by the Fund Manager,

EximInvest Zrt.:

At the end of 2022, Eximbank acquired an ownership stake as a founder in Eximlnvest Zrt. Nemzeti
Tékeholding Zrt. is the other owner. EximInvest Zrt’s registered capital amounts to HUF 15 million. The main
purpose in establishing the Company is to ensure that certain key tasks associated with the exercising of
owners’ rights in respect of the venture capital investments held by Eximbank are performed more efficiently.
EximInvest Zrt. did not conduct any business activity in 2022,

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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NOTE 11 INTANGIBLE ASSETS

The table of movements in intangible assets as at 31 December 2022 is as follows:

Cost
31 December 2021
Additions
Acquisition
Transfer to available for use
Disposal
Derecognition
Transfer to available for use

31 December 2022

Accumulated depreciation and amortisation

31 December 2021
Depreciation (Note 26)
Impairment (Note 15)
Derecognition

31 December 2022

Net carrying amount

31 December 2021

31 December 2022

Intangible property rights, licence
agreements

Intellectual property

Internal development
Intangible assets under development

Intangible Intangible Total intangible
assets under
assets assets
development
5 825 73 5898
317 393 710
393
317
(280) 317 (597)
(280)
- (317)
5 862 149 6011
3606 - 3606
434 - 434
(280) - (280)
3760 - 3760
2219 73 2292
2102 149 2251
2102 2102
10
149 149

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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The table of movements in intangible assets as at 31 December 2021 is as follows:

Cost
31 December 2019
Additions

Acquisition

Transfer to available for use
Disposal

Derecognition

Transfer to available for use
31 December 2020
Additions

Acquisition

Transfer to available for use
Disposal

Derecognition

Transfer to available for use

31 December 2021

Accumulated depreciation and amortisation

31 December 2019
Depreciation (Note 26)
Impairment (Note 15)
Derecognition

31 December 2020
Depreciation (Note 26)
Impairment (Note 15)
Derecognition

31 December 2021

Net carrying amount
31 December 2020

Intangible property rights, licence

agreements
Intellectual property
Internal development

Intangible assets under development

31 December 2021

Intangible Intangible Total intangible
assets under
assets assets
development
4766 168 4934
678 616 1294
616
678
(195) (678) 873)
(195)
(678)
5249 106 5355
576 543 1119
543
576
- (576) (576)
(576)
5 825 73 5898
2938 - 2938
447 - 447
(195) - (195)
3190 - 3190
416 - 416
3 606 - 3 606
2 059 106 2 165
2059 2059
3
106 106
2219 73 2292
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Intangible property rights, licence

agreements - -
Intellectual property 2219 2219
Internal development 5
Intangible assets under development 73 73
NOTE 12 PROPERTY, PLANT AND EQUIPMENT
The table of the movements of property, plant and equipment as at 31 December 2022 is as follows:
Investment . Right-of-use Total
. Fixed assets —
implemented on Investments o1l fixed
third-pa rope assets Building assets
party property (leasing)
Cost
31 December 2021 204 2223 1 2357 4785
Additions - 144 144 130 418
New acquisitions - 144 130
Transfer to available for
use 144
Derecognitions - (250) (144) 27) (421)
Scrapping (187)
Sales (63)
Transfer to available for
use (144)
Contract termination (27)
31 December 2022 204 2117 1 2 460 4782
Accumulated
depreciation and
amortisation
:_”1 December 2021 101 1634 - 1 002 21737
Depreciation (Note 26) 28 142 - 379 549
Impairment (Note 15) - 5 - - 5
Derecognition - (219 - (17) (236)
31 December 2022 129 1562 - 1364 3055
Net carrying amount
31 December 2021 103 589 1 1355 2 048
31 December 2022 75 555 1 1 096 1727

The table of the movements of property, plant and equipment as at 31 December 2021 is as follows:

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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Right-of-use

Cost

31 December 2019
Additions

New acquisitions

Transfer to available for
use
Derecognitions

Scrapping

Sales

Transfer to available for
use

Transfer free of charge
Contract termination

31 December 2020

Additions
New acquisitions
Transfer to available for
use
Derecognitions
Scrapping
Sales
Transfer to available for
use

Contract termination
31 December 2021

Accumulated

depreciation and
amortisation

31 December 2019
Depreciation (Note 26)
Impairment (Note 15)
Derecognition

31 December 2020
Depreciation (Note 26)
Impairment (Note 15)
Derecognition

31 December 2021

Net carrying amount

Investment Fixed assets — Total
-implemented on assets Investments Building fixed
third-party property (leasing) assets
203 1924 22 2315 4 464
8 153 451 14 626
8 14
153 451
@) (32) 471) 34) (544)
(7 (29
(471)
(7)
(34)
204 2045 2 2 295 4 546
- 178 176 64 418
176 64
178
- - (177) 2) (179)
(177)
)
204 2223 1 2 357 4785
53 1256 - 297 1 606
27 211 - 365 603
6 - 6
6 (% - a9 (63)
74 1435 - 643 2152
27 205 - 361 593
- (6) - - (6)
- - - ) (2)
101 1634 - 1002 2737
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31 December 2020 130 610 2 1652 2394
31 December 2021 103 589 1 1355 2 048

The table below shows the acquisition of intangible assets, property and equipment from a cash-flow point of
view, as well as the proceeds from the sale of intangible assets and property and equipment for each year.

31.12.2022 31.12.2021 31.12.2020

Acquisition of intangible assets, property and equipment 529 694 858
Proceeds from the sale of intangible assets and property and equipment 11 0 0

12.1 Leases

The Bank recognises right-of-use assets and lease liabilities in connection with office premises, which are
classified as leasing transactions in accordance with IFRS 16.

In the reporting year HUF 130 million right-of-use assets were activated.

The following table shows the future undiscounted cash flows of leasing liabilities (HUF million)

31.12.2022 31.12.2021 31.12.2020

Up to 1 month 67 56 53
1-3 months 84 72 70
3 to 12 months 384 329 319
1 to 5 years 888 1217 1589
Over 5 years ) - - -
Total future undiscounted cash flows of financial leases 1422 1674 2031

Of which short-term part 535 457 442

Of which long-term part 888 1217 1589

Table of movements in lease liabilities (HUF million)

2022 2021 2020
Liabilities as at 1 January 1674 2 031 2 180
Fees paid (516) (458) 377
Recognised interest 20 21 25
Other changes 244 80 203
Liabilities as at 31 December 1422 1674 2 031

The accompanying notes on pages 11-180 form an integral part of these individual financial statements.
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The following table shows the effect of the above leases on profit or loss

2022 2021 2020

Interest expense 20 21 26
Amortisation 362 358 366

NOTE 13 TAXATION

Tax expenses, tax receivables and tax liabilities at 31 December 2022, 31 December 2021 and 31 December
2020 were as follows:

31.12.2022 31.12.2021 31.12.2020

Corporate income tax expense 163 81 -
Local tax expense 1 007 883 365
Innovation contribution expense 151 133 55
Total actual income tax expense 1321 1097 420
Deferred tax expensex(lflcome) arising from the occurrence and (330) (193) 316)
reversal of temporary differences

Total income tax expense 991 904 104
Profit or loss before tax 3240 2376 (10210)
Effective tax rate 31% 38% (1%)

31.12.2022 31.12.2021 31.12.2020

Actual income tax receivables - 436 649
Other tax receivables* 442 557 673
Deferred tax receivables 2502 1 985 374
Tax liabilities** 710 187 105
Deferred tax liabilities - 200 84

* Other tax receivables include the amount recorded as receivable from the State for Value-Added Tax, Social
Security and the Special Epidemiological Tax, which can be taken into account as a tax withholding on the
payment of the special tax on financial institutions

**Tax liabilities include other tax liabilities to the National Tax and Customs Administration, Social Security
and municipalities

Actual income tax:

In 2020, 2021 and 2022 the corporate income tax rate was 9%. The tax base is the profit before tax, adjusted
for certain tax-deductible and non-deductible items in accordance with the legislation.
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In 2020, 2021 and 2022, the rate of local business tax was 2% and the rate of innovation contribution was
0.3%.
The tax base of the local business tax and innovation contribution is the net interest and fee income, against
which the following deductions may be applied:

— cost of goods sold and mediated services

— subcontractors’ deliverables

— cost of materials

— direct research and development costs incurred during the tax year

Special bank taxes:

A special tax on credit institutions related to Covid-19was introduced in 2020, and then discontinued from
2021. Starting in 2021, the amount paid will reduce the special tax on financial institutions payable in the
current year in the form of a tax withholding at a uniform rate of 20% over 5 years. The Bank recorded the
HUF 642 million paid in 2020 as a tax claim against the state.

In 2021, the Bank recognised an expense of HUF 888 million for the special tax on financial institutions and
reduced its contributions by HUF 128 million. The tax receivable from the State also decreased by the same
amount, to HUF 514 million.
In 2022, the Bank recognised an expense of HUF 1 055 million for the special tax on financial institutions and
reduced its contributions by HUF 128 million. The tax receivable from the State also decreased by the same
amount, to HUF 385 million.

Reconciliation of the total tax charge

31.12.2022 31.12.2021 31.12.2020

Profit or loss before tax 3240 2376 (10210)
Corporate income tax in 2020, 2021 and 2022 9% 292 214 919
Reconciliation items:

Effect of local business tax and innovation contribution (104) (92) (38)
on corporate tax

Tax effect of other (non-temporary) tax base adjusting 36 42 8
items

Minimum tax adjustment (other operating expenses) - - 43

Effect of the Corporate Tax Act (TAO) on the use of
accrued losses

Local .busmess tax and innovation contribution 1158 1016 420
expenditure

Tax effect of the unused portion of accumulated tax ) ) 549
losses

Elifect of change in estimate of usable loss on deferred (191) (392) N
Impact of' change in deferred tax estimate (200) 116 41
on local business tax

Income tax reported in the statement of comprehensive

income Q9] *¥* 9Q4%* 104*
Effective tax rate 31% 38% (1%)
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* income tax in profit or loss, in detail: corporate tax: 0; local tax: 365; innovation contribution: 55; deferred
tax expense: 58, deferred tax income: -374
** income tax in profit or loss, in detail: corporate income tax: 81; local business tax: 883; innovation
contribution: 133; deferred tax expense: 490, deferred tax income: -683
*** income tax in profit or loss, in detail: corporate income tax: 163; local business tax: 1 007; innovation
contribution: 151; deferred tax expense: 683, deferred tax income: -1 013

The date of transition to IFRS for Eximbank Zrt. was 1 January 2019. The Bank was required to apply the
minimum tax rule under the Corporate Tax Act in the year of transition to IFRS standards and the year
following it. Companies were required to pay at least the corporate tax for the year preceding the transition,
in our case 2018. In 2020, the minimum tax rate was applied due to the negative tax base, and the total
corporate tax of HUF 476 million recorded in 2018 prior to the transition was taken into account by the
Bank for tax purposes, as recognised on the Net other operating expenses line.

Due to the negative tax base in 2020, the Bank can reduce its pre-tax profit for the next five tax years, up to
50% of the annual tax base, as provided for in Section 17 of the Corporate Tax Act.

In 2021, thanks to the positive pre-tax result, the Bank used HUF 901 million of the carry-forward loss for
2020 (HUF 10 821 million) to reduce the tax base. In 2021, based on the profit forecast for the next 4 years,
the Bank used a total of HUF 7 801 million of its total negative tax base in 2020 as a reduction of the pre-tax
profit, and on this base it has recognised a deferred tax receivable of HUF 702 million. The estimated unused
loss is HUF 2 119 million, the tax effect of which is HUF 191 million. The effect of the change in the estimate
(profit/loss forecast) used as the basis for the usability of the loss in 2020 and 2021 is HUF 4 362 million. The
amount of accrued loss that may be carried forward to future years is HUF 9 920 million.

in 2022, thanks to the positive pre-tax result, the Bank used HUF 1 808 million of its loss carried forward from
2021 (HUF 9 920 million) to reduce its tax base. In 2022, based on the profit forecast for the next 3 years, the
Bank used a total of HUF 8 112 million of its remaining negative tax base in 2020 as a reduction of the pre-
tax profit, and on this base it has recognised a deferred tax receivable of HUF 730 million. Based on the
estimate, the entire loss can be used in the coming years. The effect of the change in the estimate (profit/loss
forecast) used as the basis for the usability of the loss in 2021 and 2022 is HUF 2 119 million. The amount of
accrued loss that may be carried forward to future years is HUF 8 112 million.
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