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4 UniCredit Bank

Applicable laws and requlations®:

e Redulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential
requirements for credit institutions and investment firms (hereinafter: “CRR")

e Directive 2013/36/EU of the European Parliament and of the Council on access to the activity of credit institutions
and the prudential supervision of credit institutions and investment firms, amending Directive 2002/87/€EC (“CRD
IV”, Hungarian version)

o Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises (“Hpt.”)
e Act Cof 2000 on Accounting

e Recommendation of the Magyar Nemzeti Bank (National Bank of Hundary) No 6/2022 (IV.22.) on the temporary
treatment of unrealised dains and losses on government securities measured at fair value through other
comprehensive income and on the transitional rules for the uniform disclosure to mitigate the impact of the
introduction of IFRS 9 on own funds?

e Recommendation No 8/2021 (VI.23.) of the Magyar Nemzeti Bank (National Bank of Hundary) on the application of
the remuneration policy

e Commission Implementing Regulation (EU) 2021/637 of 15 March 2021 laying down implementing technical
standards for the disclosure by institutions of information referred to in Titles Il and Il of Part Eight of Regulation
(EU) No 575/2013 of the European Parliament and of the Council and repealing Commission Implementing
Regulation (EU) No 1423/2013, Commission Deledgated Regulation (EU) 2015/1555, Commission Implementing
Regulation (EU) 2016/200 and Commission Delegated Redulation (EU) 2017/2295

e Commission Implementing Regulation (EU) No 2021/763 of 23 April 2021 laying down implementing technical
standards for the application of Regulation (EU) No 575/2013 of the European Parliament and of the Council and
Directive 2014/59/€U of the European Parliament and of the Council as regards the application of minimum
requirements for the reporting and disclosure of information by supervisors on own funds and on transferable and
convertible debt

e Recommendation No. 7/2022 (IV.22.) of the Magyar Nemzeti Bank (National Bank of Hundary) on the general
requirements of disclosure practices under the Act on Credit Institutions and Financial Undertakings and the CRR

e Recommendation No. 1/2023. (1.13.) of the Magyar Nemzeti Bank (National Bank of Hundary) on the disclosure
requirements related to non-performing and restructured exposures in case of credit institutions not in scope for
the Commission Implementing Redulation (EU) No 2021/763

1 The 2022 risk report is based on the laws and requlations effective in 2022, and references are also made to such laws and regulations.
2 The Bank Group does not apply IFRS9 transitional measures in own funds.
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List of abbreviations and short references

AFR: Available Financial Resources

Bank Group: A collective reference to the Bank and group members subject to consolidated supervision. Consolidated legal
entities are listed in Appendix 1, LI3 quantitative table.

Bank: UniCredit Bank Hundgary Zrt.

BFM: Interbank financing ratio

BPV: Basis Point Value

CRO: Chief Risk Officer

CPV: Creditspread Point Value

CRR: Redulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential
requirements for credit institutions and investment firms

DER&I: Diversity, Equity and Inclusion

LTI: Long Term Incentive

EAD: Exposure at Default, the expected value of risk exposure upon insolvency
EBA: European Banking Authority

ECB: European Central Bank

ESG: Environmental, Social, and Governance

EVA: Economic Value Added

FFAR:

FRC: Financial Risk Committee

FTP: Funds Transfer Pricing

FX: Foreign exchange rate

GEC: Group Executive Committee

Hpt: Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises
ICAAP: Internal Capital Adequacy Assessment Process

ILAAP: Internal Liquidity Adequacy Assessment Process

IFRS: International Financial Reporting Standard

IRB: Internal Ratings Based approach

Jelzalogbank/Mortgage Bank: UniCredit Jelzalogbank Zrt.

KPI: Key Performance Indicator

KYC: Know Your Customer

LGD: Loss given default

LTI: Long term incentive

MFAR:

MREL: minimum requirement for own funds and eligible liabilities

NBH: National Bank of Hundary

NPL: Non-Performing Loan

NSFR: net stable funding ratio

PD: Probability of Default
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¢ UniCredit Bank

P&C: People and Culture

Retail: Retail clients and small business clients treated as retail for the purposes of capital requirement calculations
REV-LLPs costs: Revenues-Loan Loss Provisions costs

ROAC: Return on Allocated Capital

ROTE CET1: Return on Tangible Equity Common Equity Tier 1

TLAC: Total Loss Absorbing Capacity

TUB: Testo Unico Bancario

UniCredit Group: an international bank group, of which the Bank is a member

VaR: Value at risk
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1 Disclosure requirements

This specific document is intended by UniCredit Hungary Bank Zrt. (“the Bank”) to ensure compliance with the disclosure
requirements under Pillar 3 as defined in the CRR and in Article 122 of the Credit Institutions Act.

This document contains individual and consolidated data relating to UniCredit Bank Hundary Zrt. Within the Bank Group, it
covers the activities of UniCredit Bank Hungary Zrt. and UniCredit Jelzalogbank Zrt in detailed manner.

The Bank Group satisfies the disclosure requirements at the frequency set out in the legislation; the annual disclosure
requirements are met once a year by publishing the individual and consolidated Pillar 3 Disclosure report at the latest seven
days following the publication of its annual reports.

At its discretion, the Bank Group may assess the need to publish some or all disclosures more frequently than annually in the
light of the relevant characteristics of its business such as scale of operations, range of activities, presence in different
countries, involvement in different financial sectors, and participation in international financial markets and payment,
settlement and clearing systems.

Within the framework of such disclosure the Bank Group publishes the information on its own website
(https://www.unicreditbank.hu/hu/rolunk/befektetok/kockazati _jelentes.html) and, simultaneously, sends its individual and
consolidated report to the Supervisory Authority.

Pursuant to CRR Article 432, the Bank is not obliged to disclose any information it deems insignificant or protected or
confidential (in accordance with the criteria laid down in Article 122 of the Credit Institutions Act).

In the document below, the Bank primarily presents data and information as at 31 December 2022, as defined in CRR Part
VIl and approved by the management board.
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2 Risk management objectives and policies (Article 435)

This Chapter includes the general principles and practices applied in the Hungdarian Unicredit Bank Group, in case there are
any special operations for a group member, it is highlighted in the sub-chapters.

The Bank as well as other group members subject to consolidated supervision (collectively “the Bank Group”) have designated
their risk strategy at an averade (that is, maturely cautious and selectively competitive and at the same time, supportive)
level, formulating their risk exposure principles accordingly. As a member of the international UniCredit Group, the Bank shall
adhere to all principles devised by the UniCredit Group and incorporate them into its risk assumption processes.

The risk exposure principles and the risk strategies are approved by the Management Board. The Management Board receives,
on a reqgular basis, reports on the risk composition of the Bank’s portfolio, based on which it evaluates the implementation
of the risk strategy.

The core of the Bank Group’s risk policy is a commitment to the principle of best practice while adhering to the competitive
environment and complying with prudential requirements.

On an annual basis, the Bank prepares a document describing its risk appetite with a top-down and bottom-up alignment
process conducted in the framework regulated by the UniCredit Group. The document sets specific tardets for a number of
risk dimensions in accordance with the risk strategy. In addition to targets, the Bank also defines trigger and limit values,
which it monitors on a monthly basis, implementing targeted action plans in the event of a breach. Such values are defined
for a number of market risk, liquidity, Credit risk, non-financial risks, capital adequacy and profitability indicators.

The ‘risk appetite’ framework is closely linked to the operative lending and business strategy, defining the Credit Risk Strategy
for 2022 (in alignment with long-term stratedic planning). Through the operative strategy, the risk appetite is incorporated
into the Bank’s daily operations and monitoring process.

The internal regulations of the Bank Group members describe the procedures applicable to client segmentation, conclusion
of contracts on exposures, client and debtor rating, decision-making procedures on exposures, coverage valuation and
monitoring as well as impairment and provisions.

The Bank Group’s risk-taking process is comprised of the identification, measuring, management and strict monitoring of
risks. Of all possible measurement methods, the Bank aims to select the best methodology that duly reflects its risk profile
and is the best possible tool for estimating potential risk-induced losses.

Efficient risk management includes the definition of an acceptable level of exposure required for business success, the
establishment of a monitoring system for limit maintenance, as well as the selection of tools applicable for active risk
management.

2.1 Credit risk

According to the Bank’s definition, credit risk in a narrow sense refers to the risk of the other party’s inability to perform
according to the contract terms its payment obligations arising from any credit, deferred financial performance or other type
of credit relationship, which is why the institution may incur a loss. In a broader sense, credit risk also means all risks related
to default, including risks arising from the non-performance of purchase contracts (settlement risk, free delivery risk), and
risks arising from the future performance of purchase contracts (replacement risk).

Given its core activity, lending is the main risk for the Bank, which is managed by means of properly established debtor rating
systems, and the Bank also tries to mitigate credit risk by optimising its coverage portfolio.

The credit policy of the Bank (as well as its whole operation) aimed at sustainable growth in 2022, and the same will also be
continued.

As for new retail loans, the Group applies selectivity, meaning more focus on products and segments with a lower risk profile,
in accordance with Holding Policies and Guidelines, the ledal provisions implemented in 2010 on responsible lending, as well
as the central bank decree implemented in 2015 and amended in 2016 and in 2018 on instalment-to-income and loan-to-
value ratios, owing to which the quality of the newly placed portfolio is solid.

The Bank lays strong emphasis on all elements of collection and — in addition to the programs prescribed by law or
recommendation (e.g. recommendation of the National Bank of Hungary Nr. 5/2022 22 April for financial institutions on the
consumer protection principles expected when handling retail credit, loan and financial leasing contracts affected by
payment delay) — it continuously offers the possibility of renegotiation to its private individual clients in payment delay due
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to financial problems or unfavourable economic conditions. The Bank fulfilled the NBH recommendations 39/2016. (X. 11.),
2/2019 (1.13) recommendations and implemented them in the processes.

In 2019, the Bank entered into a multi-year framework agreement for the sale of future non-performing receivables at a pre-
determined pace, this contract expired in 2022. After a successful tender process, the Bank concluded a new multi-year
Forward Flow contract -similarly to the previous agreement- to sale future non-performing PI loans in a pre-defined and
determined pace.

In 2022 our most important target related to the corporate loan portfolio was to maintain the quality of the existing portfolio.
The related corporate loan portfolio lending policy of the bank is differentiated by industry sectors. According to this policy
regarding new origination in riskiest industry sectors, a selective approach had to be applied.

In 2022 because of the current deopolitical situation the industry specific approach of our risk policy has been upgraded, all
actions have been done by industrial approach. Our monitoring activity has been strenghtened taking into consideration the
highest economical impacts of the Ukrainian events on the different industries. In our lending activity forward-looking
assessment has been applied, with special attention on the economical spill-over effects like increase of the energy- and
input material prices, FX-risk, IR-risk, inflation, difficulties in supply-chain relations, sectorial special taxes. In our risk
assessments our aim was to elaborate the effects of the complex situations and support our clients offering them actively
different targeted products involving also the downturn guarantee instruments to avoid payment difficulties on client side.

Owing to the prudent risk assumption policy, the composition of the loan portfolio is balanced both in terms of performing
deals and deals transferred to special credit management in 2022.

Each client towards whom the Bank assumes any risk shall have a rating performed by the Bank. The Bank employs strict
guidelines for the scope and evaluation of acceptable collateral as well as for the coverade ratio.

Client and counterparty ratings must be performed for each client prior to any exposure (and at least once a year during the
review); the purpose of the rating procedure must be to ensure that the creditworthiness of the particular client or
counterparty can be established clearly. The Group applies the principle of ‘one date — one rating’: one client may only have
one valid client rating at a given date.

The client relationship manager and the risk manadger keep the client rating uptodate. Any change in the data and information
relevant to solvency always triggers a new rating assignment process.

The Bank classifies its clients into risk segments (categories) and applies different client rating systems and rating criteria to
the different client catedories. Contracts involving an exposure towards clients may be concluded following specific rating,
loan assessment and credit decision procedures.

A decision is required on the assumption of the risk prior to any business offer that entails a commitment for the Bank. Valid
risk-taking is subject to a joint decision by the respective business unit (retail or corporate) and Risk Management on the
transaction involving the exposure.

The Bank applies a group level PD scale to its counterparties. The client rating scale applied by the Bank contains eight
catedories (23 sub-categories) for performing clients and three categdories for non-performing clients. For group level models,
separate rating scales have been designed, which are different from the generally used 26-grade scale.

Pursuant to the provisions of the Credit Institutions Act, the Bank values its assets, commitments and other loans on a
quarterly basis. Client rating is an important factor in such valuation and in establishing the nature of valuation. In the case
of retail clients and small enterprises, whether the client and the client’s transactions are rated as performing or given any
other rating is decided in the course of monitoring, as a result of the consultations between the business units and Risk
Management. With large and medium enterprises, in addition to the provisions of the Credit Institutions Act, performing
clients may be rated on a daily basis as part of the Early Alert / Watch List process in light of the warning signals received.
Decisions on transferring clients to Monitoring and Special Credit are adopted by Monitorind. In respect of transferred clients,
Monitoring and Special Credit adopts decisions or prepares decision planning materials and proposals on whether to grant
a performing rating or otherwise.

The Bank applies the Implementing Technical Standard issued in 2014 by the European Banking Authority (EBA) on the
management and reporting of forbearance and non-performing exposures. The Bank follows the principles laid down in the
ITS to include forbearance and non-performing exposures in IFRS reports.
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UniCredit Jelzalogbank — in line with its risk policy — does not grant any new loan to customers, small business or corporate
clients, focuses exclusively on financing of banks and financial institutions and on issuances of mortgage bonds. The current
retail mortgage loan portfolio is managed in accordance of the above detailed principles.

Rating assessment of private individuals is based on an expert scoring using payment and default history of the clients.

PD assessment of non-performing clients is performed according the same methodology as in UniCredit Bank Hungary.

In 2022 non-performing loans were not sold.

Overdue and non-performing loans - restructuring, collection and workout activity - are managed by UniCredit Bank Hundary
on the basis of an agency agreement.

2.2 Market risk

In order to assess market risks, the Bank employs a VaR-based model, and also operates an internal comprehensive limit
system. The Bank establishes applicable limits in accordance with the UniCredit Group guidelines.

Of market risk factors, priority is given by the Bank to interest rate risk, securities spread risk and FX risk. A fundamental aim
is to keep the bank book portfolio free of open interest rate positions and FX positions other than the long-term stratedic
position. The interest risk limit system is in line with the requlations of the UniCredit Group and restricts the exposures that
may be assumed by the Bank and are measured in basis points by currency and maturity band.

The risk assessment of positions where risk profiles cannot be determined based on contract terms is performed through the
establishment and continuous assessment of so-called model portfolios.

2.3 Operational risk

The Bank has established and operates its framework of operational risk based on group level standards, which include the
continuous collection of loss data, the definition and monitoring of key risk indicators, the formulation and collection of
proposals on risk mitigation and the monitoring of the implementation of such measures, regular self-assessment and, as a
result of all this, the improvement of processes.

The Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from
external events. The operational risk events are coming from internal or external fraud, employment practices and workplace
safety, clients, products, and business practices such as issues arising from the features of a product or improper business or
market acts, due to negligent application of current laws, damades to physical assets, business disruption and IT system
failures and execution, delivery and process management like the events are mainly related to human/manual mistakes.
For operational risk management, the primary doal is proactivity, i.e. the prevention and mitigation of risks. Within the
framework of operational risk management, the Bank proceeds in order to achieve the objectives of the UniCredit group and
local risk mitigating strategies.

For UniCredit Jelzalogbank Zrt. the operational risk controlling function is outsourced to UniCredit Bank Hungary Zrt.

2.4 Counterparty Credit Risk

Counterparty risk refers to the economic loss that the institution suffers in the event of non-performance by the contractual
partner on transactions that have a positive economic value for it. The bank has established and operates an internal limit
system for the continuous monitoring of counterparty risk. Trade can be concluded with respecting the established limits.

During Counterparty Credit Risk calculation. received collaterals are taken into consideration. Collateral management is taken
place based on the Credit Support Annex (CSA) contract concluded with customers and the Exposure Management Annexes.

2.5 Ordanisational units and functions of risk management

In terms of ordganisation, the Risk Management Division is completely separated from other business areas. The Division
Manader is a member of the Management Board and reports directly to the President-CEQ. The tasks and competences of
the Head of the Risk Management Division, of the manaders and employees reporting to the Chief Risk Officer (CRO) as well
as of certain committees are laid down in the currently effective Code of Ordanisation and Operation, the Competence
Regulations and the Regulations on the Procedures related to Commitments.

The structure of the Risk Management Division is shown in the following figure valid on 31.12.2022.
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2.6 Components of Risk Management

Underwriting

Underwriting is responsible for credit risk assessment of corporate and retail clients with standard and watch list manaderial
classification, underwriting of credit files as well as approval of credit decisions and monitoring of credit decisions in business
competence. Underwriting Function is also responsible for assessing early warning signals and proposing re-classification.
Furthermaore it is responsible for Application Fraud Management for Private Individuel and Small Business customers.

With these activities Underwriting continuously and in time identifies risks on client and clientgroup level and makes proposal
for its management. Underwriting provides input to elaboration of risk management strategy and contributes to risk taking
strategy and policy. In case of introduction of new products or amendment of currently existing one Underwriting provides
input for elaboration of risk processes.

Underwriting takes pro-active role in projects and initiatives aiming simplification of underwriting processes.

Monitoring & Special CreditTasks: management of overdue debts transferred by the Monitoring unit in the case of corporate
clients (corporate, real estate, structured finance) and small business clients, elaboration and execution of action plans for
managing matured/defaulted loans, forbearance and work-out activities and (for corporate and small business clients)
supervision of the collection phase. Monitoring tasks: mitigation of the risks and potential loss of the performing credit
portfolio by recognising early and managing proactively any deterioration in creditworthiness, through interventions in
performing loans prior to default that are aimed at controlling the amount of exposure (limitation or reduction) in order to
reduce the EAD (exposure at default) and at optimising/improving the collateral structure in order to reduce the LGD (loss
given default).

Additional tasks include the redulation of handling overdue debts from lending in the retail division, furthermore,
implementation and documentation of collection activities, management of requests for the renegotiation of debts,
termination of contracts, and contact keeping with external partners involved in the collection activities.

In case of introduction of new products or amendment of currently existing one Monitoring and Special Credit provides input
for elaboration of risk processes.

Organisational units:
e Restructuring Corporates & SB
e WO Corporates & SB
e  Soft Collection & WO Private Individuals
e Monitoring
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Strategic, Credit & Integrated RisksTasks: the Credit Risk Controlling & Reporting unit is responsible to provide a regular
and ad hoc internal and external information on the portfolio, furthermore, for the coordination and preparation of reports
on the allocation of provisions and impairment settlement on a monthly and quarterly basis. The Credit Risk Models and
Methods unit ensures compliance with the provisions of Basel for credit risk measurement, monitors and supervises credit
risks, identifies required developments, develops and validates local models used for estimating risk parameters, coordinates
the implementation process of group level models and also prepares the respective reports. The tasks of intedrated risk
management include the coordination of complex projects of the division and this unit is responsible for the Bank’s internal
capital adequacy assessment process (operation of ICAAP, reporting, ordanisation and conduct of committee meetings,
coordination of the comprehensive stress test), as well as the establishment and updating of the recovery plan.

Credit Risk Strategies & Lending Processess participates in the development of loan products, in the establishment and review
of the loan assessment processes and systems, and in the development of the client rating systems applied. This unit is
responsible for the development and compliance with the credit risk strategies.

The responsibilities of property valuation and advice (Valuation Desk) include the valuation of bank collaterals, verification
of the condition of buildings and the utilisation of assets, property market data research and market reports, projections,
monitoring the real estate market processes, data collection and analyses by market segment, preparing property expert
opinions.

Organisational units:
e C(Credit Risk Models & Methodologies
e  C(Credit Risk Strategies & Lending Processess
e Integrated Risks, ESG & CRM
e  (redit Risk Controlling & Reporting

Non-Financial and Financial Risks
Market & Liguidity Risks Tasks: reqular monitoring of market and liquidity risks, preparation and submission to the decision-
making bodies of risk reports.

Non-Financial Risk Management
Non-Financial Risk Management ensures compliance with the legislation and group level regulations pertaining to

operational and reputation risks and coordinates and supervises decentralised operational risk management.

Internal Validation
Performance of independent validation activities in accordance with Group policies and external regulations, according to the
validation plan in the following areas:

e model validation

e [T validation

e (data validation

e  process validation

e validation of reporting systems (reports)

e validation of risk mitigation techniques (CRM)

UniCredit Jelzalogbank

For UniCredit Jelzalogbank Zrt.the restructuring, collection, work-out, operational risk controlling, market and liquidity risk
management and credit risk controlling functions are outsourced to UniCredit Bank Hungary Zrt.

2.7 Risk committees

For managing, monitoring of risks and decision making the Bank founded the risk committees below:
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e  (QOperative Credit Committee (meets regularly, twice a week)

e  Management Credit Committee (meets regularly, twice a week)

e Financial Risk Committee (meets reqularly,once a month)

e Non-financial Risk and Controll Committee (meets quarterly)

e  Risk Committee (Risk Taking and Managing Committee) (meets as required, but at least quarterly)

Regular members of these committees are the leaders of the affected areas. They are informed through these committees
directly about the risks.

Other members of the Bank Group have similar structured committees depending on the complexity of their activity. Several
activities arising at the members of the Group are covered by the responsible units of UniCredit Bank and they are securing
the compliance with the Group principles.

The Board is responsible for the approval of the risk principles and risk management methods of the local Group.

UniCredit Jelzalogbank’s credit risk committees:
e Founder Credit Committee (equivalent of Management Credit Committee of UniCredit Bank - in Jelzalogbank),
e (redit Risk and Cover Committee (equivalent of Operative Credit Committee of UniCredit Bank with a lower
competency limit),
The competence of the other committees covers Jelzalogbank’s activities as well.

2.8 Reporting systems

The Bank receives reqular statements and reports on the quality and transactions of the portfolio as well as on the rating
systems, which are used as governance inputs and for making the process of business decisions faster and more accurate.

The individual units of the Bank prepare monthly and quarterly reports through the management information system.
Units responsible for preparing the individual reports:

e Planning

e  Strategic, Credit & Integrated Risks

e Underwriting

e Monitoring

e Restructuring Corporates & SB

e Non-Financial and Financial Risk Management

The reports are presented below:

Reports prepared by Planning:

e Monthly consolidated performance of the Bank and the monthly performance of the consolidated subsidiaries,
presenting in detail the revenues / expenses / portfolios of each segment. Apart from the monthly actual data,
comparison with the buddet and the actual data of the previous year is also part of the report.

e Monthly presentation of the development of consolidated profit and loss items / portfolios according to key
performance indicators (KPIs). (FLASH Report)

e  Monthly year-to-date (YTD) comparison of detailed budget and actual segment / sub-segment data. (Segment Report)

Reports prepared by Stratedic, Credit & Integrated Risks

e  0On the quality of the Bank’s consolidated loan portfolio including provisioning, NPE development, expected loss per
segments. (Monthly Risk Report)

e A monthly presentation of the completeness and accuracy of ratings and accuracy of the applied rating model (Rating
Quality Report)

e Industry Credit Risk Strategy quarterly monitoring report, including movements in the corporate portfolio belonging
to each industry, compliance with industry strategic objectives, and the required measures

e Monthly analysis of retail risk KPIs per product including vinatdes, NPE, CoR, arrears, recoveries (Retail risk KPI
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dashboard)

o |CAAP Risk Report: This report summarises the ICAAP results quarterly, and presents the capital requirement under
Pillar 1 and according to ICAAP by risk type as a comparison of the current quarter and the annual plan, describes
capital adequacy under Pillars 1 and Pillar 2, a time line based comparison of the results of internal capital calculation,
the current risk appetite indicators, defined within the risk strateqy and compares them to the tardets and limits. It
also contains information on the concentration indicators and regional concentrations of the corporate credit portfolio
and individual concentration risks of the credit portfolio, and the sectoral credit limits defined for the subsequent
guarter, on the capital requirement for operational risk, on the changes in EVA and ROAC, aggregated at Bank Group
level, and on the capital requirement of the high risk portfolios. (ICAAP Risk Report)

Reports prepared by Underwriting:

e  Significant Transaction Report (for Holding): quarterly reporting about approved exposures in case of problem-free
clients higher than 10% of supervisory capital of UniCredit Bank Hungary or higher than EUR 25mn in case of MSC
clients.

e Commercial Real Estate Report: ad hoc reports on the Bank’s income producing real estate portfolio.

e Application Fraud Report (for Management): prepared after each quarter containing private and micro loan
portfolio volumes impacted by Fraud events.

Reports prepared by Monitoring;:

e Regular report is prepared (for Management monthly, for Holding quarterly) for the clients with more than EUR 1,000
outstanding in total and expired review date.

e TOP10 WL clients report is prepared on a quarterly basis, it contains the 10 largest exposure clients on WL, with data
on their exposure

e A report is prepared on quarterly basis on the Watch list portfolio covering the most important characteristics and
tendencies (e.g. stock and changdes, details on largest WL clients, reasons for SC transfers, number and efficiency of
the warning signals) of that portfolio.

Reports prepared by Market Risk Management:

The Bank measures its market risks adainst a number of risk factors and benchmarks, limiting such risks using the associated
limit system in respect of both the Bank as a whole and specific business units.

Daily information about VaR, BPV, CPV, FX and Equity exposures and limit utilisation is given to senior management and to
the business units concerned, with an escalation sent in the event of a limit breach.

The Bank also monitors the alignment of liquidity risks within limits on a daily basis and has processes in place to ensure
prudential liquidity management.

2.9 Main principles of redulations on risk mitigation and credit risk coverage, risk mitigation strategies
and processes

The Coverage Assessment Redulation defines the principles and methods for the valuation of collaterals securing the Bank’s
transactions representing risks, furthermore, the legislative provisions on collaterals and the principles of monitoring
collaterals applied by the Bank, in accordance with the respective legal environment and the provisions of the UniCredit
Group on risk mitigating techniques.

There is no clear equivalence between client rating, the amount of exposure, the extent of coverage and the duration of the
exposures as they are always subject to the decision of the given decision maker, but the collateral structure of the particular
deal(s) shall be in line with the creditworthiness of the client, and the type and tenor of the underlying deal. The rules
concerning the suggested minimum coverage for each exposure class are included in the Regulations on Client and
Counterparty Rating. In the case of certain products and schemes, other requirements set out in specific requlations regarding
coverage must also be observed.
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The correlation between the value of the provided collateral and the debtor’s credit rating must not be high.

Prior to making a decision on lending/exposure, the Bank ascertains the availability, fair value and enforceability of the
coverage and collaterals as well as any material information and risks relating to their values and enforceability. The existence
and value of tandible collateral must be established by site inspections involving a separately designated valuation expert.
The person conducting the valuation of the collateral may not be a party to the decision on the exposure. Prior to the
conclusion of the agreements on exposures and/or their entry into force/disbursement, the Bank verifies the availability of
the collateral structure approved in the proposal as well as the fulfilment of the conditions for its enforceability, otherwise
the exposure may not take place. The verification process is requlated in the administrative requlations for preparing
contracts. The Bank regularly monitors the availability and value of the collaterals.

The application of credit risk mitigation instruments generates new types (e.d. concentration, residual, etc.) of risks, which
the Bank takes into account when considering the impact of credit risk mitigation (collateral deduction). Apart from the
haircuts depending on the collateral type, the Bank applies also further deductions in accordance with the CRR in collateral
valuation. In the case of currency mismatch, the Bank applies currency haircut to take into account the exchande rate risk,
while it applies maturity haircut to coverage provided for a period shorter than the full tenor of the exposure. Collateral with
maturity mismatching may only be accepted in exceptional cases with the authorisation of Risk Management, and only for
collateral maturing over one year.

The Bank also accepts collaterals which are not eligible for reducing the capital requirement to mitigate risks arising from
the transaction. Zero collateral value is assigned to such collaterals.

Pillar 3 Disclosure Report 2022 15/49



4 UniCredit Bank

2.10 Corporate governance

Membership and composition of governing bodies

Headcount
The Bank’s Management Board comprised of eight members at the end of 2022, each controlling one division.

Function Number of other board positions (based on
board members’ statements)
Balazs Toth Chairman and CEO -
Giacomo Volpi Vice Chairman and Deputy CEO -
Janos Anschau Member, Head of Operations -
Nevena Nikse Member, Head of Finance -
Ivana Lonjak Dam Member, Head of Risk Management -

Albert Johan Hulshof Member, Head of Corporates -

Réka Voros Member, Head of Retail -

Svetlana Pancenko Member, Head of People and Culture -

Pursuant to Article 152(2) of the Credit Institutions Act, the Supervisory Board is a body comprised of a minimum of 3 and a
maximum of 9 members, who, except for the persons in chardge of employee representation, shall not be employed by the
financial institution.

The Bank’s Supervisory Board with end of 2022 was comprised of 5 members, who are not employed by the financial
institution.

Name Function

Emilia Stefanova Palibatchiyska Chairman

Gianfranco Bisagni Vice Chairman

Emidio Salvatore Member

Maria Chiara Manzoni Member
Structure

With a view to ensuring effective and efficient internal dialogue, it is recommended that as far as possible, in addition to an
appropriate representation of social diversity and gender balance, the governing body should have:

¢ “external representatives”, i.e. individuals who are not employed by the Group on a continuous basis (or might be
completely independent of the Group as the case may be), and have specific skills relating to the economic/financial
sectors, or are experts of the business sector concerned, and whose presence in the governing body may further
strengthen the Group’s brand and management both locally and internationally;

* “internal representatives” (Group employees), representing various operational/business functions of the Group,
who are to be selected on the basis of their professional expertise and the nature of the company concerned.
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In terms of their roles and statuses, Governing Body members who do not hold executive positions at the company may be
the following:

- non-executive members assigned with well-defined roles and responsibilities, who provide for an effective
counterbalance against executive and management members of the company, and promote internal dialogue within the
governing body, especially where the governing body is in charge of several functions (strategic supervision, governance
and control);

- non-executive and independent members, who are responsible for supervising the independence of decisions concerning
governance of the company, and for contributing to ensuring that such decisions are adopted in the interest of the
company in accordance with the objective of prudential and rational governance.

Gender balance

In order to increase the number of female members in the Boards of key Group members and to ensure that at least one
third of the membership in governing bodies are women, the Parent Company encourages the appointment of female
members to company Boards as a best practice across the Group.

For the Bank's Board of Directors, the ratio of men to women is 50-50%, so the above objective is achieved, and for the
Supervisory Board, the ratio of men to women is 3:2, so the objectives in this respect are also considered to have been
achieved.

The Group publishes its diversity policy on its website in accordance with Article 435(2)(c) of the CRR:
https://www.unicreditbank.hu/hu/rolunk/befektetok/hpt123_szerinti_kozzetetel.html

Criteria for the appointment of officials

General principles
In order to carry out their tasks, officials must meet the following general requirements in addition to the local and sector-
specific rules as applicable from time to time:
* considerable professional experience in the sector concerned (based of their CVs),
d appropriate professional experience and integrity.
*  Additionally, the maximum ade is 75 for appointments as Board Members and 65 for appointments as chief
executive officer. In exceptional cases, exceptions to the above may be made in the interest of the Group.

Professional requirements

The composition of governing bodies is essential for the efficient implementation of the tasks set out in legal regulations,
supervisory provisions and company procedures. The division of tasks and responsibilities within a given Board must be
consistent with the role played by each member in the general framework of governance and supervision.

From a quality perspective, members of the governing bodies shall have a level of professional experience that is appropriate
to the operational complexity and size of the company in addition to compliance with the requirements set out for the
officials of financial institutions in Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises (“Credit Institutions
Act”) and in other sector-specific legislation, and are required to allocate the time and energy required to carry out their tasks.

Sector-specific legal requirements

Under the Credit Institutions Act, the appointment of executive officers requires prior authorisation from the National Bank
of Hundary (“MNB” or “Supervisory Authority”), applications for which are submitted to the Supervisory Authority by Legal
according to the Supervisory Authority’s Authorisation Guidelines as in effect from time to time. Where the statutory
requirements are met, the Supervisory Authority may not decline the authorisation, which it shall grant in an administrative
resolution.
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Group-level requirements for professional experience

It is recommended that in addition to meeting the requirements for professional experience as set out in the relevant sector-
specific policies as well as the requirements subject to the type of the company concerned (in which the position is filled or
is to be filled), officers should have in-depth knowledde in preferably two or more of the following areas:

- Knowledge of the banking sector and of the management techniques and risks relating to financial activities: several
years of experience gained in the financial sector through management, governance and control activities;

- Experience in business manadement and corporate planning: several years of experience gained in a large company or
group of major economic weight through management, governance and control activities;

- Ability to read and understand financial reports of financial institutions: several years of experience gained in the financial
sector through governance and control activities, through the professional activity concerned, or in university education;

- Corporate experience (auditing, legal, governance, etc.): several years of experience gained in a larde enterprise through
auditing or management control activities, through the professional activity concerned, or in university education;

- Knowledde of the ledal framework of financial activities: several years of specific experience dained in a financial
enterprise or a supervisory autharity, through the professional activity concerned, or in university education;

- International experience and knowledde in the field of foreign markets: several years of experience dained through
business or professional activities in a foreign institution or agency, or in a company or group endaged in international
activities;

- Knowledde of the global processes of the economic/financial system: considerable experience dained in a research
institute, the analysis department of a company, an international organisation or supervisory authority;

- Knowledde of the social and political environment and market mechanisms of countries where the UniCredit Group has
a stratedic presence: several years of experience dained in a company or in a public or private institution or research
institute through studies and surveys.

Integrity and good business reputation

Having redard to the importance of integrity requirements in the field of reputation, it is strongly recommended that, in
addition to compliance with the integrity requirements set out in specific legislation applicable to the sector concerned, the
prospective member of the governing body is prevented from being involved in any situation that results in the prospective
member’s suspension from their responsibilities and office, and that they may not be accountable for actions which,
although not considered to be criminal actions, are inconsistent with appointment to governing body membership at the
credit institution/company concerned, or may involve consequences for the credit institution/company that poses a major
risk to its reputation.

Good business reputation: executive officers of the financial institution must meet the conditions of their suitability for the
managdement of the financial institution. The verification of a good business reputation is a prerequisite for the Supervisory
Authority’s resolution granting authorisation for the appointment of executive officers.

Conflict of interest

Nominees are required to issue a statement of acceptance and eligibility, as provided for in the relevant internal policy, to
verify compliance with the personal requirements set out in the local legislation in effect, and the non-existence of grounds
for disqualification.

Additionally, in the course of the identification and management of conflicts of interest potentially arising following the
appointment of company officers, consideration shall be given to the principles on conflicts of interest set out in the Global
Policies issued by Compliance, particularly the ‘Conflict of Interest Global Policy’, which has been implemented as the Bank’s
Conflict of Interest Policy.

This applies both to relationships existing at the time of the appointment and to those subsequently established.

In addition to other types of conflicts of interest set out in legislation, holding company office is incompatible with any
political or trade union appointment.
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Eligibility of bodies

In addition to the suitability of the individual, the suitability of the governing bodies must also be examined in connection
with an appointment and, in the case of both the Management Board and the Supervisory Board with the Fit and Proper
collective evaluation.

Subcommittees

In order to comply with the legal requirements, the Company has set up the following corporate committees with advisory
and proposing functions, which function as sub-committees of the Supervisory Board and whose members are appointed
from among the members of the Supervisory Board:

1. Audit Committee

2. Risk Undertaking and Risk Management Committee

3. Remuneration and Nomination Committee

UniCredit Jelzdlogbank Zrt.

Headcount
The Mortgage Bank’s Board comprised of three members at the end of 2022.

Name Funcion Number of other functions (based on
declarations of board members)

Farkas Balint Chairman, CEO -

Dr. Juhasz Viktor Board Member (internal) -

Csaky Attila Istvan Board Member (external) Hundarian Forex Association
(Member of the Board of Directors)
Association of Investment Service Providers
(Member of the Board of Directors)

Supervisory Board

The Supervisory Board currently consists of seven members who are not employed by the credit institution.

Name ‘ Function

Giacomo Volpi Chairman
Toth Balazs Member
Anschau Janos Member
Nevena Nikse Member
Ivana Lonjak Dam Member
Albert Johan Hulshof Member
Vords Réka Member
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3 Disclosure of liquidity requirements

3.1 Qualitative/quantitative information of liquidity risk in accordance with Article 435(1) of th CRR

CRR reference

Comment

Strategies and processes in the management of the liquidity risk
including policies on diversification in the sources and tenor of
planned funding.

The processes and strategies of liquidity risk management are an essential part of the whole risk
management structure of UniCredit Bank and are in line with the international banking standards and
regulatory guidelines. UniCredit Bank Hundary is a part of the UniCredit Group, the parent bank is under
the direct supervision of ECB.

The Bank has detailed rules for identification, measurement, management and reporting of liquidity
risks, including responsibilities.

The NSFR ratio limits the degree of maturity transformation, and NBH (National Bank of Hungary)
prescribes further requirements for establishing and maintaining prudent funding, among others
restricts excessive reliance on interbank funding (BFM), and the difference in denomination of asset and
liability side (FFAR and MFAR).

Parts of the diversification of fundings are: acquiring funds in line with international capital regulations
(TLAC,MREL), regular mortgade bond issuance, funding from UniCredit SPA, and the efforts to diversify
deposit sources. The bank aims to keep stable corporate and retail customer deposits. The bank is
primarily focused on corporate segment, it can be observe in the structure of deposits, but the retail
deposit volume is also significant. The liquidity ratios are permanently and significantly over the
requirements of requlations, maintaining of this liquidity buffer is a part of the strategy of liquidity risk
management also in the future.

Structure and ordanisation of the liquidity risk management
function (authority, statute, other arrangements)

The liquidity risk management methodologies, the related responsibilities and controls are prescribed by
the Liquidity Policy, while the applicable liquidity limits are set out in the Policy for Liquidity Risk
Management. Treasury manades daily liquidity. Daily monitoring, forecast and monthly reporting of
liquidity coverage ratio, and management of liquidity of the Bank and Mortgage Bank belongs to ALM
and Funding. Market & Liquidity Risk is responsible for methodological questions and stress test
modelling.

A description of the degdree of centralisation of liquidity
management and interaction between the group’s units

The liquidity risk management methodologies, the related responsibilities and controls are prescribed by
the Liquidity Policy, while the applicable liquidity limits are set out in the Policy for Liquidity Risk
Management.

Regulatory compliance related to LCR & NSFR is required and ensured for both Jelzalogbank and
UniCredit Bank. Liquidity is managed on a consolidated level for the Hundarian sub-group, and the
Financial Risk Committee (FRC) is reqularly informed of the evolution of liquidity.
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In the liquidity risk management, management of liquidity goals, in methodology call questions
competencies and responsibilities are allocated between departments inside the bank. Therefore
interactions and communication are permanent between departments in the field of explaining liquidity
changes, identifying reasons and terminating action plans.

Inside the Group, handling of different entities are different. Management of Mortgage Bank liquidity is a
part of internal processes inside ALM & Funding. Subsidiaries engaged in operative and financial leasing
activity are forming a separate organizational unit, and the Bank is interacting continuously with it,
especially in the field of refinancing transactions.

By the interaction with UniCredit, the parent bank receives precise view on liquidity situation, and the
planning of intergroup transactions can be altered too.

Scope and nature of liquidity risk reporting and measurement
systems

The liquidity risk reporting and measurement systems are in line with the liquidity management
guidelines and limits defined by UniCredit Group. UniCredit Group set up its short-term and structural
liquidity models, liquidity stress tests and contingency funding plan based on the recommendations of
the Basel Committee on Banking Supervision.

Policies for hedging and mitigating the liquidity risk and strategies
and processes for monitoring the continuing effectiveness of
hedges and mitigants

The Bank monitors the liquidity risks on a daily basis to ensure compliance with the liquidity risk limits;
prudent liquidity management is ensured through processes. Liquidity risks are thus managed not by
additional capital requirement but by ensuring compliance with a limit structure for maturity mismatch.

An outline of the bank’s contingency funding plans.

In case of an emerdency situation, in order to improve liquid asset portfolio, the Bank would pledge
corporate loans to increase CB eligible collaterals. Further measures would be issuance of covered
bonds, discouraging the renewal of revolving loans through interest rate increase, close the unused
committed lines and then lose uncommitted lines. After that the Bank would take effort to sell loan
portfolio of both Real Estate Financing deals and Structure Finance deals, and attract corporate deposits
in EUR and in HUF.

An explanation of how stress testing is used.

Stress testing is a risk management technique used to evaluate the potential effects on an institution’s
financial condition of a specific event and/or movement in a set of financial variables. As a forward-
looking tool, liquidity stress testing diagnostics the institution’s liquidity risk.

The Bank, as the member of UniCredit Group, uses dedicated Group system for liquidity stress testing
purpose. The liquidity stress testing exercise is taken place based on predefined scenarios under the
coordination of Group.
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Three different types of potential liquidity crisis are defined:

e Market downturn scenario. This scenario consists of a sudden turmoil in a monetary and
capital market, which may be caused by closure (or limited access) to market/settlement
system, critical political events, country crisis, credit crunch, etc,;

e |diosyncratic (name crisis) scenario: the assumptions could be operational risk, events relating
to the worsened perception of the Group reputational risk and a downgdrade in UniCredit S.p.A.
rating or another Group Legal Entities

e Combined scenario: a combination of market and specific crisis.

A declaration approved by the management body on the adequacy
of liquidity risk management arrangements of the institution
providing assurance that the liquidity risk management systems
put in place are adequate with regard to the institution’s profile and
strateqy

The liquidity risk management structure, the related guidelines and limits are reviewed on a yearly basi
and approved by the Financial Risk Committee (FRC) as management body. Also, the Bank carries out a
yearly ILAAP self-assessment and compiles a comprehensive ILAAP documentation, which is submitted
to the Regulator for the ILAAP audit.

(9]

A concise liquidity risk statement approved by the management
body succinctly describing the institution’s overall liquidity risk
profile associated with the business strategy. This statement shall
include key ratios and figuresproviding external stakeholders with a
comprehensive view of the institution’s management of liquidity
risk, including how the liquidity risk profile of the institution
interacts with the risk tolerance set by the management body.

UniCredit redards liquidity risks as one of the main risks of banking operations, and continuously
monitors its short- and mid-term liquidity requirements. The Bank's regular reports such as the Pillar 3
Disclosure (Risk Management) Report cover also the Bank's liquidity risks and are made available to
external stakeholders.

Exposure within the Group is governed by internal policies and supervisory regulations, taking into account liquidity management and credit risk mitigation aspects. The
target for net intra-group exposure during 2022 was EUR 150 million, with a year-end volume of EUR 151 million, in line with the Bank's risk appetite. A significant part of

this exposure took the form of collateralised interbank deposits.

3.2 Quantitative information on the liquidity coverade ratio

The quantitative information on liquidity risk required by the regulation is provided in the Appendix 1, LIQ1 - LIQ2 tables.
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4 Capital requirements (Article 438)

4.1 Summary of the Bank’s approach to assessing the adequacy of its internal capital to support
current and future activities

As part of internal capital calculations, the Bank prepares an AFR (Available Financial Resources) report in order to
align its risk tolerance with the level of capital required to hedge losses.
The calculation is based on the following model:

Common Equity Tier 1 (CET1) capital
+/- Interim profit/loss after the deduction of the projected dividend

- Shortfall in provision calculated under Pillar 2 compared to the expected loss within the amount of shortfall calculated under
Pillar 1

Additional Tier 1 (AT1) capital

+ portfolio provision surplus calculated under Pillar 2 compared to the expected loss
+/- Expected profit or loss before tax
Total AFR

As part of the annual business planning process, the Bank also prepares an AFR plan. The annual AFR plan takes into
account the effects of the next year’s expected financial transactions and is consistent with the Bank’s buddet.

In accordance with its policies, the Bank conducts regular stress tests, which involve the calculation of available
financial resources in stress situations. Stress tests are designed at least for two scenarios, (a baseline and a more
severe scenario). Stress tests have a time horizon of at least 2 years.

4.2 The institution’s internal capital adequacy assessment process

In its internal capital adequacy UniCredit Group allocates capital not only to the credit, market and operational risks
which need to be calculated also in the supervisory capital adequacy ratio, but also to its real estates and model risks
and reputation risk; furthermore, it generates a capital reserve for its business and strategic risk in order to smoothen
and dampen the cyclicity of events. The quantified risks also include liquidity risk, but in the course of internal capital
adequacy the Bank Group manages the liquidity risk with limit systems aimed at a maturity match instead of
allocating any capital reserve. Capital is planned and allocated, and the risk appetite and target figures of the Bank
Group for the year are established by analysing dividend payment and capital raising alternatives based on the
economic value added (EVA), which contains also the risk costs.
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5 Exposure to counterparty credit risk (Article 439)

5.1 The methodology used to assign internal capital and credit limits for counterparty credit
exposures

Counterparty risks are measured and monitored in an independent risk management unit on a daily basis, and the
capital requirement is defined according to Standard Method (SA-CCR) described in the CRR 1.3

The internal model for the measurement of limit utilisation is based on a Monte Carlo simulation; it calculates the
actual exposure aggredgated to counterparties and portfolio segments based on the replacement costs of the existing
positions and it also calculates potential future exposures above the costs of exclusion based on unexpected changes
in the risk factors. The future unexpected loss is defined by the Monte Carlo simulation for exchande rate, interest
rate, share and credit derivatives and by an add-on calculated by the Group for commodity exchange and repo
transactions. In simulation, all positions are revalued according to the effective maturity bands, taking into account
the impacts of netting and other collateral agreements, according to the Basle lll maturities.

The counterparty risk limits are monitored according to individual partners and product categories (spot currency,
derivative products, money market transactions, securities and repo transactions). The exposures to counterparties
are accessible online in the Treasury system.

5.2 Policies for securing collateral and establishing credit reserves

The Bank accepts only cash to hedge counterparty risks; it does not use any personal collaterals or securities.

5.3 Policies with respect to Wrong-Way risk exposures

With regard to cash accepted to hedde counterparty risks and government securities coverade relating to repo
transactions wrong-way risks may arise through the currency of the collateral as exchange rate, or through its issuer
as country risk premium. With redard to the Hundarian State, except for the MNB, no margins are applied in connection
with exposure counterparty risk, while the Group has no relationship with any other state or central banks of other
countries resulting in any counterparty risk.

5.4 Impact of the amount of collateral the institution would have to provide given a downdrade in
its credit rating

In the event of a downdrade, the amount of collateral provided by the Bank remains unchanged, since it is influenced
by counterparty credit risk (replacement cost and future credit exposure), i.e. the transaction with the bank and market
factors.

The Bank only accepts and provides HUF, EUR and USD account money to reduce counterparty credit risk exposure,
but no securities coverage.

5.5 Exposures to Exposures to central counterparties (CCPs)

In line with the Group guidelines, the Group did not have any transactions with CCPs in 2022.

5.6 Credit derivatives

In compliance with the Group Guidelines, as in previous years, the Bank did not have any credit derivative transactions
in 2022.

3 According to Regulation (EU) No 876/2019 of the European Parliament and of the Council from June, 2021.
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6 Capital buffers (Article 440)

In addition to the institution-specific countercyclical capital buffer requirement presented below, the capital conservation
(2.5%) and 0-SII (0,25%) buffer requirement were applied in 2022 in case of UniCredit Bank Hundary Zrt. The NBH has decided
to lift the capital buffers for domestic systemically important credit institutions as of 1 July 2020 in view of the exceptional
circumstances caused by the coronavirus epidemic. The gradual reapplication of the O-SII buffer started in 2022 and the
Banks should comply with the fully loaded capital buffer requirement from 2024.

In case of UniCredit Jelzalogbank Zrt., in addition to the institution-specific countercyclical capital buffer requirement
presented below, the capital conservation buffer requirement (2.5%) was applied in 2022.

Quantitative information on capital buffers is provided in the Appendix 1, CCYB1 - CCYBZ2 tables.

7 Indicators of global systemic importance (Article 441)

Not relevant either at an individual or consolidated level.

8 Credit risk adjustments (Article 442)

8.1 Definitions for accounting purposes of ‘past due’ and ‘impaired’

The default of a given client is to be regarded as having occurred if one or both of the following conditions prevail(s):

a) based on available information, the Bank assumes that it is unlikely that the client will fully repay its debt towards the
Bank, its parent company or any of its subsidiaries, without the enforcement of the collaterals;

b) the client’s material credit obligation towards the Bank, its parent company or any of its subsidiaries is more than 90 days
past due.

Our non-performing definition is in line with the EBA-ITS and CBH’s requlaton. The default definition is in line with CRR, the
impaired definition is in line with the IFRS9 standard.

The Bank has defined two types of materiality thresholds, which are set as follows.
e for private clients and micro-enterprises: EUR 100 (absolute threshold) and 1% (relative threshold) of the amount
of the Bank's gross claims on the counterparty calculated on the balance sheet excluding exposures to which the
Bank has an ownership interest, whichever is higher.
e for small, medium and large corporate clients: EUR 500 (absolute threshold) and 1% (relative threshold) of the
amount of the Bank's gross claims on the counterparty calculated on the balance sheet excluding exposures to
which the Bank has an ownership interest, whichever is higher.

Calculation of days overdue

From a definition of default point of view, the counting of days past due starts when the amount of overdue debt (due in
respect of the principal amount of the loan, interest payable or any other type of fee due), according to the prevailing, possibly
modified, maturity schedule, exceeds the above thresholds. If within 90 days - prior to the occurrence of the 90-day default
event - the amount of the overdue debt falls below the materiality thresholds set out above, the counting of overdue days
will stop and be reset to zero. The counting of overdue days will restart if the amount of overdue debt exceeds the materiality
thresholds adain later. A 90-day delay default event is deemed to have occurred once the number of days in arrears exceeds
90 days without interruption.

If the amount owed falls below the materiality threshold after the occurrence of the said default event (i.e. after at least 90
days of delay), the default event in question will be terminated, the re-ageing period will start and the calculation of days
overdue will be frozen until the re-ageing period is completed.
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However, if the amount in arrears during the re-ageing period again exceeds the materiality thresholds, the re-ageing period
will be stopped, the 90-day delay will be considered to have occurred again and the calculation of days in arrears will resume
from the number of days previously frozen. If the debt is cancelled, the re-ageing period starts, taking into account 0 days
of delay. During the re-ageing period, the client remains in default status.

Exceptions: the above rules on the calculation of days overdue should be waived in the cases specified in the relevant MNB
Recommendation?, i.e. the calculation of days overdue should be suspended. These are the following:
=  Anagreement between the Bank and the obligor expressly allows the debtor to modify the loan payment schedule,
suspend or defer payments, under specific conditions, and the debtor exercises these contractual rights. The
calculation of the number of days overdue should then be based on the approved new schedule
= Repayment of the debt is suspended due to a statutory option, or other legal restrictions, in which case the
calculation of the number of days overdue for the period concerned is also suspended

) In addition, it is a default factor
e when a restructured loan is restructured adain or becomes delinquent for more than 30 days during the min. 2-
years’ probation period;
e when an institution has on-balance sheet exposures to a debtor that are past due by more than 90 days the gross
carrying amount of which represents mare than 20% of the gross carrying amount of all on-balance sheet exposures
to that debtor, all onand off-balance sheet exposures to that debtor shall be considered as non-performing

Exposures may be considered to have ceased being non-performing when all of the following conditions are met:

e the exposure meets the exit criteria applied by the reporting institution for the discontinuation of the impairment
and default classification;

e the situation of the debtor has improved to the extent that full repayment, according to the original or when
applicable the modified conditions, is likely to be made;

e the debtor does not have any amount past-due by more than 90 days. An exposure shall remain classified as non-
performing while these criteria are not met, even though the exposure has already met the discontinuation criteria
applied by the reporting institution for the impairment and default classification.

According tot he CRR a client is marked as default once one of the following occurs:
e Taking into the consideration the materiality limits the client’s past due days are exceeding the 90 days; and/or
e There is a high probability that the client will not be able to repay the debt

Credit-impaired financial asset, according tot he IFRS 9 standard:
A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired include observable data about
the following events:

e significant financial difficulty of the issuer or the borrower;

e a3 breach of contract, such as a default or past due event;

e the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty,

having granted to the borrower a concession(s) that the lender(s) would not otherwise consider;

e itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation;

e the disappearance of an active market for that financial asset because of financial difficulties; or

e the purchase or origination of a financial asset at a deep discount that reflects the incurred credit losses.

4 During this re-ageing period, in the event of a new threshold crossing, it is possible - subject to redulatory approval - to include a grace period to deal
with cases that are resolved in a relatively short period of time, where the reason for the delay is not due to fundamental credit risk problems and during
this grace period, the number of days of the re-ageing period will be frozen, thus, avoiding the re-ageing period to start again.

> Recommendation 9/2022 (13 May) of Madyar Nemzeti Bank on the application of the concept of default under Article 178 of Regulation (EU) No
575/2013
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e It may not be possible to identify a single discrete event—instead, the combined effect of several events mmay
have caused
e financial assets to become credit-impaired

8.2 Description of the approaches and methods adopted for determining specific and general credit risk
adjustments

The Bank reqularly values and rates its assets (financial investments, receivables, securities, cash and inventories), its
commitments and other loans pursuant to the provisions of Act CXIl of 19968, Act C of 2000 and EU Regulation No. 575/2013.
From 2017 the Bank prepares its annual accounts only according to the international financial reporting standards (IFRS),
including the appropriate allocation of excepted credit losses and provisions. The rating process, the deneration and
settlement of expected credit loss amounts take place each month, in line with IFRS requirements.

Allocation and reversal of expected credit loss, or respectively, the allocation and release or the use of provisions are
determined primarily on the basis of the estimated recovery and the future payment obligations constituting a loss. If the
estimated recovery is lower than the carrying amount of the asset, then the Bank accounts for any credit, investment and
country risk relating to assets in the form of impairment allocated to the respective asset in the balance sheet and in the
profit and loss account.

The Bank rates its overdue receivables and recognises expected credit losses and provisions on them on individual basis or
in a group. Where the level of client-level exposure specified in the relevant internal policy is exceeded, a specific
assessment is required. (The specific assessment may also cover items below the threshold where the aggregate assessment
would not provide an accurate picture of the quality of the asset). In the course of an individual rating procedure, the
appropriate level of expected credit losses/provisions is determined by discounting the expected cash flow values of the
transaction with the internal rate of return (EIR). Cash-flows based on different scenarios are discounted and weighted when
making this determination.

Where the group rating procedure is applied the Bank calculates the expected credit loss using its internal parameters
uniformly to various loan groups.

For pre-defined sub-portfolios, expected loss is determined using the following formula:
EL=EaD * PD * LGD * CCF * overlay

where
EL = expected loss,
EaD = exposure at default,
PD = probability of default,
LGD = loss given default,
CCF = credit conversion factor, and
Overlay = multiplier representing management assessment.

9 Use of External Credit Assessment Institutions (ECAI) (Article 444)

9.1 External recognised credit rating ordanisation used by the Bank for defining the risk weights and its
credit rating

For certain portfolios, the Bank used the Standardised Approach to calculate the capital requirement for credit risk. In that
method the external ratings of Standard and Poor’s (S&P), Moody’s and Fitch Ratings were used to define the risk weights.

6 According to Act CCXXXVII of 2013 as of 2014.
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Where there were several ratings available for the same client, the second best rating was applied in the establishment of
the risk weight.

9.2 Exposure classes for which each ECAIl is used

The Bank’s portfolio includes a negligible number of clients with external credit rating that are not treated under the IRB
Approach; consequently, the Bank considers their rating confidential information and does not disclose them separately in
this report.

9.3 Description of the process used to transfer the issuer and issue credit assessments onto items not
included in the trading book

In terms of the external ratings relating to an issuer and issues, the Bank acts in compliance with the provisions of Section 3,
Chapter 2, Title Il, Part 3. of the CRR.

9.4 Association of the external rating of each nominated ECAI with the credit quality steps prescribed in
CRR Part 3, Title Il, Chapter 2

The Bank observes the ratings published by external credit rating organisations and aligns with them during its internal rating
process. Thus, the ratings published by external credit rating organisations can be clearly mapped with the rating scale
applied by the Bank.

9.5 Exposure values and the exposure values after credit risk mitigation associated with each credit
quality step prescribed in CRR Part 3, Title Il, Chapter 2 as well as those deducted from own funds

The Bank’s portfolio includes a negligible number of clients with external credit rating that are not treated under the IRB
Approach; consequently, the Bank considers their rating confidential information and does not disclose them separately in
this report.
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10 Exposure to market risk (Article 445)

Market risk refers to profit or loss impacts triggered by price fluctuation which originate from positions held in the Bank’s
own books (both the Banking Book and the Trading Book). Those positions typically reflect the Bank’s investment strategies
and include all money market and capital market transactions at both the individual and consolidated levels. Within the Bank
Group, Jelzalogbank do not have a Trading Book, and the capital requirement for market risk is calculated at the consolidated
level of the Bank Group.

The Bank calculates the capital requirement for the trading book in compliance with Regulation (EU) No 575/2013 of the
European Parliament and of the Council. The Bank calculates the capital requirement of the position risk inherent in the
Trading Book by applying the Standardised Approach. The Bank has chosen the following methods in relation to risks specified
in the Requlation: tenor-based method for interest rate risk, delta-plus method for the capital requirement of options, 32%
method for collective investment undertakings, and reserving 3% of the gross position for commodity risk. Based on the Bank
Group’s methodology, the Bank measures the position risk of the trading book and the bank book also by means of an internal
model, according to which the Bank’s exposures are further restricted by applying limits to VaR, sensitivity indicators (BPV)
and maturity band mismatch. In the course of its internal capital adequacy assessment process, the Bank measures the
economic capital requirement of its market risk with VaR, which includes both the position risk of the trading book and the
interest rate risk of the bank book.

UniCredit Bank Hungary Zrt consolidated figures

Exposure to market risk (30.12.2022) Capital requirement (HUF million)

Traded debt instruments 1,260
Equity 0
Currency 0
Commodities 0
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11 Operational risk (Article 446)
Until 30 June 2009 the Bank used the Standardised Approach to calculate the capital requirement for operational risks.

The Hundarian Financial Supervisory Authority approved the operational risk framework system of the Bank Group, which was
the second approved system of that kind in Hundary. Accordingly, since 1 July 2009 the Bank has used the Advanced
Measurement Approach (AMA) to calculate the capital requirement for operational risks.

Pursuant to the Resolution issued by the National Bank of Hundary, as of 30 June 2014 the Bank has been authorised to
determine its capital requirement for operational risks using UniCredit's Group level AMA maodel, which includes major
revisions.

For the subsidiaries subject to consolidated supervision, UniCredit Jelzalogbank's operational risk capital requirement is
determined using the standardised method, while for UniCredit Leasing Hundary Zrt., UniCredit Figgetlen Biztositaskdzvetitd
Kft. and UniCredit Operative Lizing Kft. the basic indicator method is used.

When applying the Advanced Measurement Approach, the capital requirement is calculated by the UniCredit Group for the
entire banking group.

The UniCredit Group allocates the capital requirement to the individual subsidiary banks of the Group based on the
methodology approved by the management of the UniCredit Group and the supervisory authority responsible for the UniCredit
Group. The relevant indicator of the allocation mechanism is the operating revenues of the subsidiaries, supplemented with
individual calculations and also backtesting since December 2010.

The capital requirement for the operational risk of the Bank Group in 2022 in a quarterly breakdown is as follows:

HUF million 31.03.2022 30.06.2022 30.09.2022 31.12.2022
UniCredit Bank Hungary Zrt. 13.207 14.015 14.264 15.504
Consolidated 14.031 14.839 15.088 16.241
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12 Exposures in equities not included in the trading book (Article 447)

As at 31 December 2022, UniCredit Bank Hundary Zrt. did not have any equity exposures in the non-trading book.

Data on UniCredit Bank Hungary Zrt.’s long-term investments

Participations whose carrying amount is zero or lower than HUF 1 million are not listed.

All companies support the Bank’s operations in the long term. The Bank/Bank Group measures its bank book participations
at cost. Such participations are rated on a quarterly basis, and allocations are made for impairment as required. There was
no result on disposal of shares in the trading book in 2022.

0On 31.12.2022 UniCredit Bank Zrt. held the following investments:

31.12.2022

(Gross) carrying amount in HUF
thousands, or USD

Participation (%)

Garantiga Hitelgarancia Zrt. 20,000 0.21%
Fundamenta-Lakaskassza Zrt. 302,885 7.38%
UniCredit Jelzalogbank Zrt. 3,760,668 100%
UniCredit Biztositaskozvetitd Kft. 41,260 100%
UniCredit Operativ Lizing Kft. 3,000 100%
UniCredit Leasing Hungary Zrt. 3,029,903 100%
VISA Inc USD 3,778,941 0.03%
Total 7,157,716

USD 3,778,941

Consolidated data

31.12.2022

(Gross) carrying amount in HUF
thousands, or USD

Participation (%)

Garantiga Hitelgarancia Zrt. 20,000 0.21%

Fundamenta-Lakéskassza Zrt. 302,885 7.38%

VISA Inc. UsD 3,778,941 0.03%
322,885

Total USD 3,778,941

The Bank allocates capital under Pillar 1 in the framework of its capital adequacy assessment process to participations not
included in the Trading Book in order to cover the risk of financial investments. The table below summarises the capital
requirement allocated to the various exposures:

Gross exposure BT, T
Shareholdings — 31.12.2022 Pillar 1

Garantiga Hitelgarancia Zrt. 20,000 5,920
Fundamenta-Lakdaskassza Zrt. 302,885 89,654
UniCredit Jelzalogbank Zrt. 3,760,668 1,113,158
UniCredit Biztositaskozvetitd Kft. 41,260 12,213
UniCredit Operativ Lizing Kft. 3,000 888
UniCredit Leasing Hungary Zrt. 3,029,903 896,851
VISA Inc USD 3,778,941 1,118,567
Total 7,157,716 2,118,684

USD 3,778,941 1,118,567
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13 Exposure to interest rate risk on positions not included in the trading book (Article 448)

13.1 Nature of the interest rate risk and the key assumptions, and frequency of measurement of the
interest rate risk

The interest rate risk refers to chandes in yields and interest income resulting from interest rate fluctuation, i.e. chandes in
the Bank’s income and the variations in the net present value of the Bank’s assets and liabilities during daily revaluation.
Among the market risks the Bank measures and monitors the interest rate risk daily pursuant to its bank book interest risk
policy, which defines methods and limits for maximising the sensitivity of margins and value creation of the Bank, which are
then reflected in the Bank’s strategic investment decisions and operation as well.

The sources of interest rate risk are the repricing risk, which originates from the repricing (basic risk) and interest rate fixing
differences (yield curve risk) of assets and liabilities.

The measures used for the limit systems are the VaR figures, the sensitivity indicators (BPV), and the repricing gap metrics.
According to the Group’s structure, the KPIs, responsibility levels and hedging functions are defined at several levels of
aggredation according to the complexity of operation of the individual units. The Bank monitors and manades VaR, BPV and
spread points and their limits on a daily basis. BVP sensitivities are broken down by currency and time bucket, and therefore
any shift in parts of the yield curve can also be monitored.

13.2 Variation in earnings, economic value or other relevant measure used by the management for
upward and downward rate shocks according to management’s method for measuring the interest
rate risk, broken down by currency

The banking book interest rate risk refers to the possibility that the income from the bank book positions and/or the economic
capital value of the institution changes adversely as a result of changes in the market interest rates. The group measures and
monitors the bank book interest rate risk on the basis of the European Banking Authority (EBA) relevant standards and MNB
ICAAP-ILAAP-BMA methodology manual.

Risk assessment and management
In terms of the effect on the income, the Bank regularly measures the net interest income and uses various scenarios to
quantify it.

The Bank’s economic value of equity (EVE) is the net present value of the total cash flows of the assets, liabilities and off-
balance sheet items constituting the banking book where each item is taken into account with the prefix indicating the
direction of the position.

NIl and EVE sensitivity of UniCredit Bank Hungary Zrt. as at 31 December 2022:

NIl sensitivity (%) -4.2%
EVE sensitivity (%) -6.5%

In the case of NI, the shock is based on the projected 2022 NIl budget, while the EVE is based on the Tier 1 capital of third
quarter of 2022.

Sensitivity test

The Group conducts consolidated sensitivity tests between the parallel movements and twists of yield curves and shareholder
values. The sensitivity test covers impacts affecting the interim profit and loss account and the total economic effect as well.
The examined scenarios are a 200 basis points increase and decrease, parallel upward and downward movements
programmed according to the recommendations of the EBA and the MNB, upward and downward turns, and short-term ups
and downs.
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The presented scenarios reflect the flooring effect, i.e., in the case of the affected segments (e.g., customer exposures), the
+/- shock was applied to the exposures only to the flooring. In other words, the yield level after the shock cannot be lower

than the predefined floor, so in certain cases only part of the shock can be applied up to the extent of the floor.

The presented shocks represent an immediate and lasting effect, which are immediately priced on the market with net
present value approach and, upon fair valuation, they appear in the right line items corresponding to the accounting
treatment; not only for the specific period, but redarding future interest incomes as well.

Stress test of interest rate risks (HUF million)

31.12.2022 (HUF million)

200bp increase -233 -1,445 -10,401 -12,079
200bp decrease 92 789 6,027 6,908
moves upward -288 -1,788 -12,837 -14,913
Only HUF moves downward ;(1; 925; 7,2:; 8,&73(;3
turns upward
turns downward -470 -449 -1,399 -2,318
short side rise -519 -1,072 -6,288 -7,879
short-term decline 263 560 3,309 4,132
200bp increase -1,268 -1,436 -9,222 -11,927
200bp decrease 728 770 6,067 7,565
moves upward -1,325 -1,779 -11,660 -14,763
Total returns moves downward 749 979 7,734 9,462
turns upward -407 46 -227 -588
turns downward -341 -447 -1,713 -2,501
short side rise -582 -1,067 -6,445 -8,094
short-term decline 140 550 3,594 4,284
Worst case -1,325 -1,779 -11,660 -14,763
*Included only in supplementaryinformation. Items except which are kept at Fair Value either against Income or Capital.
14 Exposure to securitisation positions (Article 449)
Not relevant, the Bank Group does not apply securitisation.
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15 Remuneration policy (Article 450)

Remuneration policy applies to the Bank Group and all group members included in the scope of consolidation. The Bank Group publishes its remuneration policy on its

website in accordance with local requlations:

https://www.unicreditbank.hu/hu/rolunk/befektetok/hpt123_szerinti_kozzetetel.html

Qualitative disclosures

(a) Information relating to the bodies that oversee remuneration. Disclosures shall include:

1. Name, compasition and mandate of the main body
(manadement bedy or remuneration committee as applicable)
overseeing the remuneration policy and the number of
meetings held by that main body during the financial year.

At the end of 2022, the Remuneration Committee was composed of members Ms. Emilia Palibatchiyska, Ms. Maria Chiara Manzoni, Ms Adeline De
Metz.

All members of the Committee in its current composition are independent according to the article 117 & (7) of Act CXIl of 1996 on Credit Institutions
and Financial Enterprises

In order to foster an efficient information and advisory system to enable the Supervisory Board to better assess the topics for which it is responsible, in
compliance with article 250 § -252 & of Act CHIl of 1996 on Credit Institutions and Financial Enterprises the Remuneration Committee has been
established by the Supervisory Board, vested with research, advisory and proposal-making powers.

In particular, the Remuneration Committee is entrusted with the role of providing advice and opinions on the proposals submitted to the Supervisory
Board redarding the remuneration strategy.

In 2022 the Remuneration Committee met 11 times (incl per-rollamy).

2. External consultants whose advice has been sought, the body
by which they were commissioned, and in which areas of the
remuneration framework.

Mo external consultant

3. description of the scope of the institution's remuneration
policy (eg by redions, business lines), including the extent to
which it is applicable to subsidiaries and branches located in
third countries.

The principles of the Remuneration Policy apply across the ordanization and shall be reflected in all remuneration practices applying to the several
employee catedories across businesses, including staff belonding to external distribution netwaorks, considering their remuneration peculiarities.
With specific reference to Material Risk Takers, the People & Culture function establishes quidelines and coordinates a centralized and consistent
management of compensation and incentive systems. In compliance with Remuneration Policy and local requlation, Ledal Entities, countries and
divisions apply compensation framewaork for all employees, with local adaptations based on specific requlations and/or business specifics.

4. A description of the staff or categories of staff whose
professional activities have a material impact on institutions'
risk profile.

As a result of the analysis on Material Risk Takers and as approved by the Supervisory Board, upon Remuneration Committee proposal and in
compliance with Delegated Requlation (EU) n. 923/2021 issued by the European Commission, the following categories of employees have been defined
for 2022 as Material Risk Takers.

AllL members of the management body, including the CEQ, DCEO and all Manadement Board Members, as well as Senior Management who exercise
executive functions within an institution and who are responsible, and accountable to the management body, for the day-to-day manadement of the
institution.

Moreover, additional positions with manaderial responsibility over the institution's control functions (Audit, Risk Manadement, Compliance) or material
business units were identified, as well as other roles respensible for the Group's decisions which may have a relevant impact on the Bank's risk profile.
Finally, other specific roles of the legal entities have been defined as Material Risk Takers according to redulatory provisions.

For further details, please refer to the paradraph 3.2.4 Group Material Risk Takers identification process within the 2022 Group Remuneration Policy.
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(b) Information relating to the design and structure of the remuneration system for identified staff. Disclosures shall include:

1. An overview of the key features and objectives of
remuneration policy, and information about the decision-making
process used for determining the remuneration policy and the
role of the relevant stakeholders.

UniCredit's compensation governance model aims at assuring clarity and reliability of remuneration decisional processes by controlling group-wide
remuneration practices and ensuring that decisions are made in an independent, informed and timely manner at appropriate levels, avoiding conflicts
of interest and duaranteeing appropriate disclosure in full respect of the general principles defined by requlators.

Relying on the dovernance model, the Remuneration Policy sets the framework for a coherent and consistent design, implementation and monitoring
of compensation practices across the entire Bank.

Within this common policy framework, guidelines are defined to implement compensation prodrams and plans that reinforce sound risk management
policies and the long-term strategy and generally pursue lond-term value creation and sustainability of the company. In doing so, UniCredit effectively
meets the specific and evolving needs of the different businesses, market contexts and employee populations while ensuring that business and people
stratedies are always appropriately alidgned with the remuneration approach, including external networks and adents, where applicable, as foreseen by
requlation.

On an annual basis, the Remuneration Policy is drawn up by the People & Culture function with the involvement of the Risk Management and other
relevant functions (e.d. Ledal) and is validated by the Compliance function for all compliance related aspects, before being submitted to the
Remuneration Committee. After its review, the document is submitted to the SUpervisory Board for approval, in line with redulatory requirements.

2. Information on the criteria used for performance
measurement and ex ante and ex post risk adjustment.

The 2022 Group Incentive System is based on a bonus pool approach, compliant with the most recent national and international redulatory
reguirements and links bonuses with company results at Group and country/division level, ensuring a strong connection between profitability, risk and
reward, combining annual goals with additional long-term cenditions to steer the performance manadement measurement towards sustainable results
over time.

In order to align to regulatory requirements, specific indicators measuring annual profitability, capital and liguidity results have been set at Group level
as Entry Conditions. The evaluation of the Entry Conditions at Group level and after the cascading process at local level defines possible scenarios that
allow the confirmation to increase, reduce or cancel the bonus pool. The ex ante malus condition (Zero Factor) applies in case the specific metrics on
profitability, capital and liguidity are not achieved at Group level. Entry conditions are verified also during the cascading at local level where applicable.
Specifically, the Zero Factor is applied to the Material Risk Taker population, whereas for the non-Material Risk Taker population, a significant reduction
will be applied.

More in deneral, the Group reserves the right to activate ex post malus and claw-back mechanisms, namely the reduction/cancellation and the return
respectively of any form of variable

compensation in case of verification of behaviors adopted by the employees as described in the Focus "Compliance Breach, Malus and Claw-back”.

For details on the criteria used for performance measurement, please refer to the item e)1. of this same table as well as directly to the 2022 Group
Remuneration Policy content, paragraphs 5.1 2022 Group Incentive System and 5.2 Performance Manadement framework.
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3. Whether the manadement body or the remuneration
committee where established reviewed the institution's
remuneration policy during the past year, and if so, an overview
of any chandes that were made, the reasons for those chandes
and their impact on remuneration.

In 2022, the Remuneration Committee reviewed the institutions' Remuneration Policy.

Main changes of the 2022 Group Remuneration Policy compared to the previous year were driven by the aim to ensure the remuneration strategy may
attract Directors, Executives and key people for the lond-term objectives of the Group, while complying with the latest regulatory updates. These
chandes included, amand others: 1) redesidn of the Group Incentive System in alignment with the Group new strategic direction, including a)
incorporation of long-term performance conditions for CEQ, GEC1 members and their direct reports, to reconfirm short-term performance over time
quaranteeing sustainability of the results in a context of a transformation of the operating model; b) definition of performance conditions and tardets
for short-term and long-term in line with the new Stratedic Plan; ¢) improvement of the bonus pool framework, ensuring an overall comprehensive
bonus pool funding at Group level, based on profitability, risk and also capital consumption, followed by a consistent pool cascading at Divisional level.
2) manadement of the 2020-23 Lond-Term Incentive Plan in light of the new Stratedic Plan announcement and the launch of the new Group Incentive
System to avoid overlap between incentive plans. 3) update of the peer droup for compensation benchmarking. 4) alidgnment of remuneration policy
with latest update of the recommendation of the Hundarian National Bank 4/2022. (IV.8.) on remuneration accerding to the Act on Credit Institutions
and Financial Enterprises.

4. Information of how the institution ensures that staffin
intermal control functions are remunerated independently of the
businesses they oversee.

The KPI Bluebook, framework that supports the definition of Scorecards providing a set of performance indicators and guidelines, provides specific
quidelines related to the selection of doals for the Corporate Control Functions, in order to ensure their independence (e.q. avoid KPIs linked to
economic measure, use KPIs independent of results of monitored areas to avoid conflict of interests).

To support the design of remuneration and incentive systems, also the following “compliance and sustainability drivers™ have been defined, in line with
applicable requlation to also address the independency of Corporate Control Functions.

- desidn incentive systems to set minimum performance thresholds below which zero bonus will be paid. In order to maintain the adequate
independence levels for Corporate Control Functions, for People&Culture, provide a maximum threshold for the progressive reduction of the bonus
pool, which can be phased out to zero only in presence of exceptionally nedative situations with an approval process including a dovernance step by
the Supervisory Board;

- avoid bonuses linked to economic results for Corporate Control Functions, for Pecple&Culture and set, for the employees in these functions, individual
goals that shall reflect primarily the performance of their own function and that will be independent of results of menitored areas, in order to avoid
conflict of interest.
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(c) Description of the ways in which current and future risks are taken into account in the remuneration processes. Disclosures shall include an overview of the key risks, their measurement and how these measures affect

remuneration.

The Group Incentive System is based on a bonus pool approach. In order to ensure consistency with the Group Risk Appetite Framework, the bonus pool
may be revised up/downwards, on the basis of the overall “quality of performance”.

The methodolody envisades the assessment performed by Risk Manadement based on specific dashboards at Group and local level

The CRO dashboards include indicators covering all relevant risks, such as credit, market and liquidity and the risk position assumed, the adherence to
regulatory requirements and the relationship between risk and profitability. The specific metrics are measured with reference to the respective relevant
thresholds (limit, trigger and tardet), established in line to the Risk Appetite Framework.

The CRO function provides an overall assessment on the dashboard and the evaluation leads to the definition of a “multiplier” in order to define the
adjustment of the bonus pool, which could fall in the rande of 50%-120%. Nedative and neutral “multipliers” (ie. 50%, 75% and 100%) are directly
applied to bonus pool funding. Positive “multipliers” {ie. 110% and 120%) are

representing the upper bound of the bonus poel theoretical value and subject to manaderial evaluation, considering the broader context of the
company.

(d) The ratios between fixed and variable remuneration set in accordance with point (d) of Article 94(1) CRD.

In compliance with applicable redulations, for the personnel belonding to the business functions a maximum ratio between variable and fixed
remuneration of 2:1 applies.

Positions entitled to a variable to fixed ratio of potentially up to a maximum of 2:1 are:

- CEO, DCED

- Personnel belonding to Business Divisions (e.d. Client Solutions,), excluding control or support roles.

For the rest of the staff a maximum ratic between the components of remuneration equal to 1:1 is usually adopted, except for the staff of the
Corporate Control Functions, for People & Culture for which it is expected that fixed remuneration is a predominant component of total remuneration.
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() Description of the ways in which the institution seeks to link performance durind a performance measurement period with levels of remuneration. Disclosures shall include:

1. An overview of main performance criteria and metrics for
institution, business lines and individuals.

The 2022 Group Incentive System, as approved by UniCredit Board of Directors on February 21st, 2022, is based on a bonus pool approach, similarly to
last years, which is compliant with the most recent national and international redulatory requirements and links bonuses with company results at
Group and country/division level, ensuring a strond connection between profitability, risk and reward.The bonus pool is set at Group level and then
cascaded down for each division following the external reporting structure. It is initially proposed during the buddeting phase as a percentade of the pre
defined Funding KPI (l.e. Operating EVAL). In such a definition, the following elements are considered: business context and perspectives, previous years
amount and forecasts of profitability. The buddet is submitted to the approval of UniCredit Board of Directors.

Furthermore, bonus pool size takes into consideration any recommendation issued by European or local requlators on variable remuneration. Individual
bonus will be allocated manaderially, considering the individual performance appraisal and the Reference Value (considering the internal and/or
external benchmarking analysis on similar roles, the seniority, the maximum ratio between variable and fixed compensation), adjusted according to the
actual available bonus pool.

At individual level it will be also considered the respect of provisions of law, Group's compliance rules, Company policies or integrity values, Code of
Conduct and the application of claw-back clauses, as legally enforceable.

Mareover, each participant has to complete the mandatory trainings courses and, for impacted roles, the customer due diligence periodic review (Know
Your Customer) and the MIFID Customer Profiling, within a predefined threshold in order to be entitled to the bonus.

Individual performance appraisal is based on an overall outcome that reflects the deterministic evaluation of the financial KPIs and the qualitative
assessment of non-financial doals including the behaviors adopted to achieve them. The setting of the annual objectives (known as Goal Setting is
supported by a structured framework that includes a catalogue of performance indicators (the “KPI Bluebook™) annually certified by relevant Group key
functions (i.e. People & Culture, Finance, Risk Manadement,

Compliance, Group ESG Stratedy & Impact Banking) The different catedories of the KPI Bluebook represent financial and non-financial doals and are
mapped into clusters of business, to help identifying the most relevant standardized KPIs (all certified by relevant functions), with specific focus on risk-
adjusted, sustainability-driven metrics and economic measures.

In particular, to the Group Material Risk Takers it is possible to assign from four to eight doals with an adequate financial/mon-financial mix, also in
terms of number of objectives assigned and the weidht diven to each cluster (financial/non-financial). The doals are mandatorily selected from the KPI
Bluebook.

Corporate Values and behaviors considered as relevant are taken into account by the manader for the overall performance appraisal.

For the Executives with Stratedic Responsibilities, according to their roles, the 2022 qeals were considering the following drivers for performance: Net
Revenues (Rev-LLPs Costs Efficiency; Ordanic Capital deneration; ROTE w/ CET1 underpin; ROAC; UniCredit Unlock Stratedy/Execution; Sustainability (e.d.
Green and social transition, DE&I), Winning the right way todether (related to Corporate Values, conduct and compliance/risk culture).

(1) Operating EVA defined as MNet Operating Profit - Cost of Capital. Cost of Capital is the averade Allocated Capital multiplied by the Cost of Equity (Ke)
plus the additional Tier 1 corrective factor.

2. &n overview of how amounts of individual variable
remuneration are linked to institution-wide and individual
performance.

Individual variable remuneration is driven primarily by institution-wide performance, in order to determine the size of the available bonus poal (the
larger the profitability level of the institution, the higher the available bonus pool), and secondly by individual performance considering individual Pay-
for-Performance principles (the higher the individual performance rating, the higher the variable remuneration awarded to individuals).

The bonus pool may be revised up/downwards, on the basis of the overall “guality of performance”, in order to ensure consistency with the Risk
Appetite Framework and the econemic sustainability of the Group's and country/division results over time. The methodology envisages the assessment
performed by Risk Manadement based on specific dashboards at Group and local level.

3. Information on the criteria used to determine the balance
between different types of instruments awarded including
shares, equivalent ownership interest, options and other
instruments.

The individual benus is composed of more than 50% in shares CEQ, DCEO and Manadement Board Members and of 50% cash and 50% shares for the
remaining Group Material Risk Takers. It is paid out over a period up to seven years, ensuring alignment with shareholders’ interests and malus and
claw-back conditions, as ledally enforceable.

The balance between shares and cash is quided by the specific requlatory reguirements on the matter.
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4. Information of the measures the institution will
implement to adjust variable remuneration in the

institution’s criteria for determining “weak”
performance metrics.

event that performance metrics are weak, including the

The Incentive System methodology foresees specific “Entry Conditions” set at both Group and country/division level that impact bonus pool size. The evaluation of the Entry
Conditions at Group level first and local level afterwards (also depending on weak performance metrics) defines three possible scenarios that allow the confirmation to increase,
reduce or cancel the bonus pool for each cluster.

A. In case Capital or Liquidity “entry conditions” are not met at Group level, the malus condition is activated, triggering the application of Zero Factor on both current year bonus
and previous years deferrals. For the other employees, a significant reduction will be applied.

B. In case only the Profitability Entry Conditions are not met at Group level, the gate is “partially open” and a reduced bonus pool scenario is activated triggering a reduction of
50% of pool generation for Group material risk takers on both current year bonus and previous years deferrals. For the other employees, a sizeable reduction will be applied.

C. In case the Entry Conditions at Group level are met, the gate is “fully open” meaning the Bonus Pool may be fully confirmed or even increased, in case of positive performance
on Risk & Sustainability dashboardThe entry conditions of each year act as ex ante malus for the deferrals in payment in the year and, in case the entry condit ions are not met
both at Group and local level activating the Zero Factor, the deferrals are cancelled.

(f) Description of the ways in which the institution seeks to adjust remuneration to take account of longterm performance. Disclosures shall include:

1. An overview of the institution’s policy on deferral,

variable remuneration including where it is different
among staff or categories of staff.

payout in instrument, retention periods and vesting of

With reference to the payout structure of the Group Incentive System, the Material Risk Takers population will be differentiated into three clusters, using a combined approach of
position and compensation:

- for CEO, DCEO 5-year deferral schemes are applied, consisting in a payout structure of 6 years in total;

- for other Senior Management (Management Board Members except CEO, DCEO) 5-year deferral schemes are applied, consisting in a payout structure of 6 years in total; a higher
deferral percentade is applied in case of variable remuneration > HUF 101 mln

- for other Material Risk Takers 4-year deferral schemes are applied, consisting in a payout structure of 5 years in total; a higher deferral percentage is applied in case of variable
remuneration > HUF 101 mln.

The payout of incentives will be done through upfront and deferred installments, in cash or in UniCredit ordinary shares or phantom shares, up to a multi-year period.

Each share tranche is subject to a 1 year retention period for both upfront and deferred shares, as foreseen by regulation.

All the installments are subject to the application of claw-back conditions, as legally enforceable.

On the other hand, the 2020-2023 Group Long Term Incentive Plan - which provides for the allocation of UniCredit free ordinary shares - foresees:

- 4 years deferral period (from the date of the award of the LTI Plan) subject to "malus" conditions and

- additional compulsory holding year (after which the shares become free to sell, only if the share ownership guidelines are respected).

2. Information of the institution’ criteria for ex post

vesting, if permitted by national law).

adjustments (malus during deferral and clawback after

Malus and claw-back mechanisms may apply in the case of verification of behaviors adopted in the reference period (performance period), for which the employee:

- contributed with fraudulent behavior or gross negligence to the Group incurring significant financial losses, or by his/her conduct had a negative impact on the risk profile or on
other regulatory requirements at Group orcountry/division level,

- engaded in misconduct and/or fails to take expected actions which contributed to significant reputational harm to the Group or to the country/division, or which were subject to
disciplinary measures by the Authority;

- is the subject of disciplinary measures and initiatives envisaded in respect of fraudulent behavior or characterized by gross negligence during the reference period;

- infringed the requirements set out by articles 26 TUB and 53 TUB, where applicable, or the obligations regarding the remuneration and incentive system.

Malus mechanisms are also applied to take into account the performance net of the risks actually assumed or achieved, the performance related to the balance sheet and liquidity
situation.
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3. Where applicable, shareholding reguirements that may be
imposed on identified staff.

Share ownership quidelines set minimum levels for company share ownership by relevant Executives(1), aiming to align manaderial interests to those
of shareholders by assuring appropriate levels of personal investment in UniCredit shares over time.

The Board approved at the end of 2011 the share ownership duidelines applied to the Chief Executive Officer, to General Manader and Deputy General
Manader roles, if any, and on March 2017 extended the application to Senior Executive Vice President and Executive Vice President positions:

- 2 ¥ annual base salary for Chief Executive Officer;

-1 % annual base salary for Senior Executive Vice President

- 0,5 x annual base salary for Executive Vice President.

The established levels should be reached, as a rule, within five years from the appointment to the above indicated Executives catedories within the
scope of the duidelines and should be maintained until the role is held. The achievement of the share owners hip levels should be accomplished
throudh a pro-rata approach over a 5-year period, granting the minimum amount of shares each year, taking into consideration potential vested plans.
Invelved Executives are also expected to refrain from entering into schemes or arrangements that specifically protect the unvested value of equity
granted under incentive plans (so called “hedging”).

Such clauses are contained in all relevant incentive plan rules and apply to all beneficiaries, since involvement in such schemes undermines the
purpose of limiting the risk.

Any form of violation of share ownership guidelines as well as any form of hedding transaction shall be considered in breach of Group compliance
policies with such conseguences as provided for under enforceable rules, provisions and procedures.

(g) The description of the main parameters and rationale for any variable components scheme and any other non-cash benefit in accordance with point (f) of Article 450(1) CRR. Disclosures shall include:

1. Information on the specific performance indicators used to
determine the variable components of remuneration and the
criteria used to determine the balance between different types
of instruments awarded, including shares, equivalent ownership
interests, share-linked instruments, equivalent non cash-
instruments, opticns and other instruments.

The variable component of remuneration is mainly determined by the Operating EVA (1) as performance indicater of operative performance.

The Group Incentive System provides for a balanced structure of upfront (following the moment of performance evaluation) and deferred payments, in
cash andfor shares for Material Risk Takers.

The distribution of share payments takes into account the applicable redulatory requirements redarding the application of share retention periods.

For Group and Local Material Risk Takers, the annual variable remuneration has to be deferred if it:

- is above 50,000 EUR or

- represents more than one third of the total annual remuneration.

Below this threshold no deferral mechanisms will be applied, according to relevant requlatery indications.

The individual bonus is composed of more than 50% in shares for CEO, DCEO and Manadement Board Members and of 50% cash and 50% shares for
the remaining Group and Local Material Risk Takers. It is paid out over a period up to six years, ensuring alignment with shareholders” interests and
malus and claw-back conditions, as ledally enforceable.

The balance between shares and cash is duided by the specific requlatory requirements on the matter.

(1) Operating EVA defined as Net Operating Profit - Cost of Capital. Cost of Capital is the averade Allocated Capital multiplied by the Cost of Equity (Ke)
plus the additional Tier 1 corrective factor.

{h) Upon demand from the relevant Member State or competent authority, the total remuneration for each member of the manadement body or senior management.

|Due to local requlations publication needed only at aggredated level
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(i) Information on whether the institution benefits from a derogation laid down in Article 94(3) CRD in accordance with point (k) of Article 450(1) CRR.

1. For the purposes of this point, institutions that
benefit from such a derogation shall indicate whether
this is on the basis of point (a) and/or point (b) of
Article 94(3) CRD. They shall also indicate for which of
the remuneration principles they apply the No derogation
derogation(s), the number of staff members that
benefit from the derogation(s) and their total
remuneration, split into fixed and variable
remuneration.

(j) Large institutions shall disclose the quantitative information on the remuneration of their collective management body, differentiating between executive and non-executive members in accordance with Article 450(2) CRR.

|Please refer to Appendix 1 - REM1-REM5 quantitative tables
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16 Leverage (Article 451)

16.1 Amount of derecognised fiduciary items

The Bank has no derecognised fiduciary items.

16.2 Processes used to manadge the risk of excessive leverage

The Bank monitors its leverage ratio on a quarterly basis, whether the indicator reaches the target, trigger (early warning) or
limit (action level) values specified as part of the Risk Appetite Framework (RAF). When the indicator reaches the trigger level,
the Bank takes measures to manade the risks arising from excessive leveragde.

16.3 Description of the factors that had an impact on the leveragde ratio during the period to which the
disclosed leverage ratio refers

UniCredit Bank Hungary Zrt.'s consolidated leverage ratio was 6,71% at 2022 year-end (vs 7,41% at YE 2021), which is
primarily driven by the increased lending activity of the Bank.

The leverade ratio of the UniCredit Jelzalogbank Zrt. was 5,42% at 2022 year-end compared with 7,30% at the end of 2021,
which is mainly due to the significant increase in the Institutions asset category.

The leverage ratio of UniCredit Bank Hundary Zrt. was 7,04% at the end of 2022 compared with 6,67% at the end of 2021.
The change was mainly driven by the uptake in lending activity.

These values indicate the stable capital position of both institutions, as the values of the indicator are much higher than the
regulatory requirement.

17 Use of the IRB Approach to credit risk (Article 452)

17.1 The competent authority’s permission of the approach or approved transition

On 1 July 2011 the Bank received permission to apply the IRB Approach to the following portfolios:

e Hundgarian medium and large enterprises

e multinational large enterprises

e commercial banks
The introduction of the internal ratings based approach to various portfolios has been temporarily suspended by UniCredit
Group. A new roll-out plan is being elaborated.

17.2 Structure of internal rating systems and relation between internal and external ratings

The Bank applies internal rating systems to measure risks in the following exposure classes.
Medium and large Multinational
corporate rating corporate rating Bank rating model

Exposure classes managded by applying the IRB Approach,
and their sub-portfolios

model model

Credit institutions and investment firms
Corporates

Large companies X X
Small and medium enterprises X

The rating systems used by the Bank were developed in line with the group guidelines of the UniCredit Group and with the
Hundarian regulations. The ratings are established in electronic systems. The yearly validation activities on the Medium and
large corporate rating model are performed by the independent Local Internal Validation function in line with group guidelines
on validation. The Group Internal Validation performs quality assurance on the validations performed by local function. The
yearly validation activities on the Multinational corporate rating model and Bank rating model are performed by the
independent Group Internal Validation function in line with group guidelines on validation. The compliance of model
development, model validation and the application model with the internal and external regulation is regularly reviewed by
Local Internal Audit and Group Internal Audit.
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The Bank rates all clients towards whom any risk has been assumed by applying its own rating systems even if external
rating is available. The Bank uses external ratings only from the credit rating companies Standard&Poors, Moody’s, and Fitch
Ratings. If a client has an external rating and, in particular, if the rating agency has access to a wider rande of information,
then the client’s rating may be modified by taking into account the external rating.

17.3 Application of an internal estimate for purposes other than establishing the risk weighted exposure
value

The Bank calculates the risk parameters established by applying internal estimates not only for the purposes of calculating
the capital requirement, but they are important, i.e. they are integrated into the internal bank processes.
The rating results affect the following components of the corporate lending process:

e  credit proposal,

e approval levels,

e  collateral structure/coverage,

e pricing (pricing strategy),

e monitoring and review,

e  expected credit loss allocation (IFRS9),

e sector and customer limits

17.4 Process for the recognition and management of credit risk mitigation

In the course of calculating the capital requirement, the Bank uses the complex method of collaterals for financial collaterals
in order to mitigate credit risks and applies the volatility correction factors specified by law. The guarantees are calculated
by applying the simple replacement method. The Bank does not have any credit derivative transactions.

17.5 Control mechanisms for rating systems

The Bank complies with the corporate governance and control requirements needed for applying the internal rating based
method in terms of its exposures managed by means of internal rating, which the Bank had certified in the HFSA validation
process prior to receiving the IRB permission, including a description of independence, accountability, and rating systems
review.

17.6 Description of the internal ratings process

The Bank uses separate rating systems to credit institutions as well as large and medium enterprises. The rating systems
assess quantitative and qualitative criteria, but the final rating of the client may be modified by warning signals, expert
overrides and group relations.

All ratings are established in compliance with the four eyes’ principle; the rating prepared by the business is checked and
may be approved by Risk Management. The account manager and the risk manager update the client rating regularly. Any
change in the data and information relevant to solvency always triggers a new rating assignment process.

The following models are used for rating clients falling into categories of exposure to credit institutions or investment firms
and corporates.

Bank rating model

For exposures to commercial banks, the bank rating model developed by the UniCredit Group shall be used for client rating.
The rating system is a statistical model based on the combination of quantitative, qualitative and country risk criteria. The
rating result is shown on a scale of 18. The individual categories correspond with the ratings of Standard&Poors, an external
credit rating agency.

Depending on the client relationship management, either UCI Holding or Bank Austria is responsible for establishing the
rating. The Bank is not involved directly in the rating.

Multinational enterprise rating model
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It is a rating system developed and used by the UniCredit Group for companies if based on the consolidated (or if it is not
available, then on the standalone) financial statements of the company, the sales revenues are higher than EUR 500 million.
The rating system is a statistical model based on a combination of quantitative and qualitative components. Similarly to the
Bank rating model, the rating result is also shown on a scale of 18, where the individual categories correspond with the
ratings of Standard&Poors, an external credit rating agency.

Within the UniCredit Bank Group, the client rating is performed by the subsidiary responsible for the customer group.

Medium and large enterprise rating model

It is a local rating model for companies having their registered seats in Hundary and keeping their books according to the
rules of double entry bookkeeping if the annual net individual or consolidated net sales revenues of the company exceed HUF
500 million, but are lower than EUR 500 million in two consecutive years. The model consists of a financial, quality and
behavioural module. The financial module is based on the assessment of the customer’s financial data, which are estimated
on statistical basis. The qualitative module assesses the company with respect to the business environment and the
organisational efficiency of the business model, considering factors (soft facts) which are not included in the former financial
data. The behavioural module assesses the behaviour of companies with at least 1 year history in the Bank.

The balance sheet, quality and behavioural module results are combined, but if any warning sign or negdative information
occurs, the rating must be downgraded in compliance with the provisions of the internal regulations. The final client rating
may be modified by other overruling reasons and ownership relations or economic dependencies.

The stand-alone client rating is submitted by the account manader to the risk manager (proposed rating).

The rating scale consists of 10 rating groups and contains altogether 26 rating catedories, of which 23 refer to performing
companies and 3 refer to companies to be classified into the default category according to the relevant definition.

Participations
In the participations exposure class, the Bank applies the simple weighting method for calculating the value of the risk
weighted exposure.

17.7 Description of other factors influencing expected credit losses in the reference period

The following main methodological changes were implemented in 2022:

-Application of geopolitical overlay for both corporate and retail clients

-Discontinuation of the overlay introduced in 2021 pursuant to the minimum expected credit loss level mandated by the
National Bank of Hungary

-Introduction of manaderial overlay relating to the bullet/balloon portfolio

-Discontinuation of the industrial adjustment that was introduced in 2021

In addition to the chandes listed above, the macroeconomic and risk parameteres related to forward-looking information
have also been updated.

Moreover, the allocation of expected credit losses has been in line with the applicable laws and requlations and redgulatory
expectations, especially with regard to the measures related to clients under payment moratoria.
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18 Use of credit risk mitigation techniques (Article 453)

18.1 The policies and processes for on- and off-balance sheet netting

In calculating the capital requirement and the exposure used for internal limit management, contractual netting may be
recognised as risk mitigation, the criteria for which are set out in the CRR. The Bank meets these criteria, typically mitigating
counterparty credit risk through off-balance sheet netting. Depending on the type of customer, ISDA or local treasury
framework agreements are established. Market Risk Management gains assurance of the customers eligible for netting and
then sets up the netting in the Legal Database. This provides the basis for the systems used for internal limit management
and capital requirement calculations.

Annually and in the event of legislative changes, the Legal Department reviews and reissues its written legal opinion on the
validity and enforceability of contractual netting agreements.

The Bank also uses on-balance sheet netting as a risk mitigating tool.

18.2 Policies and processes for collateral valuation and management

In contracts concluded for active and certain off-balance sheet transactions (involving exposure), the Bank may order its
clients to provide collateral for the purpose of risk mitigation and for ensuring the recovery of the loans.

The principles and methods used to evaluate coverage accepted by the Bank to secure its transactions representing risk, the
legal provisions concerning collateral and monitoring principles are set out in an internal policy which is harmonised with
the local legal environment and UniCredit’s group level risk mitigation techniques.

All collaterals must be ledally binding and collectible, and they must also be suitable for liquidation and direct access in time.
In order to ensure enforceability, the Ledal Department reviews the collateral agreement templates each year. The Bank
applies standard collateral agreements for collateral items, individual collateral agreements may be signed subject to the
legal opinion of the Bank’s lawyers or an individual ledal opinion prepared by an external law office acceptable to the Bank.

Collateral agreements applied by the Bank allow the Bank to keep or liquidate the collateral, i.e. to enforce its claim directly
and obtain the counter-value for the collateral within a reasonable time in case the debtor goes into default, becomes
insolvent, or goes bankrupt. It is a general requirement set by the Bank for collaterals that they shall also cover counterparty
risk and country risk. The exceptions from this rule include certain export credit insurance policies during the valuation of
which the covered risks shall be analysed.
The Bank takes into account collaterals only for those exposures, the contracts for which have been assigned to the
transactions.
It is a general principle that the Bank assigns each collateral to each exposure (i.e. preference is given to the establishment
of collaterals on a blanket basis, unless it clearly does not serve the Bank’s interests).
The collateral structure of a given transaction must be in line with the client’s credit rating and with the type and tenor of
the underlying transaction. The rules of minimum coverage for the specific exposure category are described in internal
regulations. In the case of certain products and schemes, other requirements set out in specific requlations regarding coverage
must also be observed.
During loan assessment the Bank obtains all documents/deeds necessary for defining the value and verifying the
enforceability of the coverage. The correlation between the value of the provided collateral and the debtor’s credit rating
must not be high.
Before the decision on a loan/exposure or the entry into force of the contract, in relation to assets and rights concerned and
the individuals undertaking commitments, the following are reviewed by the Bank:

e  existence in legal terms

e whether it physically exists;

e whether the asset is provided by the owner and/or the person jointly authorized to dispose thereof;

e whether the oblidor is a person of legal capacity and is entitled to make the given ledal statement;

o whether the collateral is freely enforceable.
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The Bank regularly checks and assesses the existence of the collaterals specified in the collateral agreement (value
preservation, enforceability), the debtor’s solvency and performance according to the loan agreement within the framework
of reqular monitoring and on a reqular basis within the framework of annual reviews during the tenor of the loan.
For tangible collaterals, the Bank establishes the existence and value of the collateral by site inspection involving a separately
empowered valuation expert. The person conducting the valuation of the collateral may not be a party to the decision on the
exposure. The value used for the valuation of the coverage may be:
(a) the market value if it has a market value reflecting a fair value judgement,
(b) a value established by applying a general valuation procedure or method and reviewed by a valuation expert or an
appraisal company if the collateral does not have a market price reflecting a fair value judgement.
In the Bank’s interpretation, the market value may only be the market value established by an appraisal company acceptable
to the Bank. For other assets, the market price means the following:
e the listed value or the value stated in the catalogue of registered assets (vehicles, pieces of arts, ships, airplanes);
e the price estimated by an expert or appraisal company;
e for products listed on the stock exchange, the price listed on one of the recognised stock exchanges;
e for commodities not listed on the exchange, and for semi-finished and finished inventaries, an estimate prepared
by an expert or an appraisal company.

In the case of guarantee, joint and several guarantee or deposited security, the valuation of the collateral is attached to the
rating of the guarantor, joint and several guarantor or issuer. In the case of bail deposited in another financial institution, the
rating of the credit institution shall be taken into account, and the deposit shall be charded to the free limit of the institution.
Should the joint and several guarantee or the guarantee appearing as a joint and several guarantee not cover the full exposure,
during the valuation of additional collateral account is taken of the fact that upon the enforcement of the quarantee or joint
and several guarantee, the recovery from the additional collateral will be divided between the guarantor/joint and several
guarantor and the credit institution in proportion to the claim.

The acceptance values defined for the valuation of certain tangible collateral items basically apply to collateral items located
in Hundary. In the case of a personal collateral situated outside the European Union, a foreign ledal opinion shall be obtained
in regard to the enforceability of the statement.

The Bank applies the following haircuts in the valuation of collateral items:
e (ollateral haircut: the expected loss in the market value from the realisation by the Bank of the collateral
provided.
e  Currency mismatch haircut: there is a currency mismatch if the exposure, the amount charded to the collateral
(pledge) and the currency of the liquid market of the collateral, or two of these three factors are different. The
currency of the collateral must essentially be the same as the currency of the exposure.

e  Maturity mismatch haircut: The collateral shall exist during the entire tenor of the exposure. A maturity
mismatch occurs if the tenor of the collateral/collateral agreement is shorter than that of the agreement for the
commitment.

18.3 A description of the main types of collateral taken by the Bank

A. Collateral provided in advance: by nature, they are such collaterals in relation to which the institution may obtain the
asset forming the collateral or may satisfy its claim from the proceeds from the sale of the asset if a risk event occurs.
The coverage provided in advance must be liquid and its value must be stable.

e  Financial collateral
e Tangible collateral
e Assignments

e Insurance policies
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B. Collaterals not provided in advance: they represent risk mitigation techniques where the institution may satisfy its
claim from amounts paid by independent third parties if a risk event occurs. In the case of collateral not provided in
advance, the party granting protection shall be reliable and shall fall within the scope of contractual law.

Direct personal collateral

Indirect personal collateral

Credit derivatives (within the UniCredit Group the Bank is currently not entitled to enter into credit derivative
transactions on its own)

The Bank applies the simple replacement method to the recognition of guarantees. Prior to the acceptance of any collateral
not provided in advance, the Bank rates the guarantors and joint and several guarantors according to its internal regulations
and according to the requirements of the law.

Certain members of the local group apply a smaller group of the above categories due to their limited activities.

The Bank accepts surety bonds or guarantees from the following collateral providers:

Central governments and central banks

Regional governments and local authorities

Multilateral development banks and international ordanisations assigned a risk weight of 0% when calculating
the regulatory capital requirement

Public sector entities whose receivables are classified as receivables from sovereigns or sovereign institutions
when calculating the regulatory capital requirement

Banks

Enterprises

Natural persons

18.4 The main types of quarantor and credit derivative counterparty and their creditworthiness

The Bank Group does not apply credit derivatives as collateral securing credit risks.
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19 Use of the Advanced Measurement Approaches to operational risk (Article 454)

The more advanced the method used by a credit institution, the more accurately it can define the capital requirement,
because the risk sensitivity of the individual methods increases in parallel with the complexity of the methodology.
The application of the Advanced Measurement Approach (AMA) covers both the expected and the unexpected risks’
although an unreasonably high capital requirement, resulting in additional cost for the Bank, should be avoided. The
less advanced methods (basic indicator, standard, alternative standard) provide a conservative and, therefore, in
principle higher estimates for the capital requirement.

Since 1 July 2009 UniCredit Bank Hungary Zrt. has calculated the operational risk capital requirement by applying the
Advanced Measurement Approach (AMA). For the subsidiaries included in the Bank's scope of consolidation, UniCredit
Jelzalogbank's operational risk capital requirement is determined using the standardised method, while for UniCredit
Leasing Hundary Zrt., UniCredit Fiiggetlen Biztositaskdzvetitd Kft. and UniCredit Operative Lizing Kft. the basic indicator
method is used.

With the AMA method, the capital requirement is calculated by UniCredit Group for the whole UCI Group, which is
then allocated to each subsidiary. For standalone capital requirement the UniCredit Group uses also the gross income,
because it is one of the basic parameters of the allocation of capital requirement to the individual group members.
The Bank takes into account the following factors, with different weights, for the calculation of the capital
requirement:

e the operational risk events of the Bank Group booked in the previous ten years and retrieved from the internal
loss database,

e loss data of international data consortium summarising operational risk events between banks (ORX),
e estimated scenario analyses prepared for potential operational risk events,
e  key risk indicators.

For the allocation of AMA capital requirement to subsidiaries, the Parent Company uses the following elements:
e grossincome
e  data of operational loss events (frequency, severity)
e  scenario estimations

For subsidiaries in the Hungarian UC Group, with both the standard and basic indicators method, capital requirement
is based on only the gross income.

20 Use of Internal Market Risk Models (Article 455)

The Bank Group does not apply an internal market risk model.

21 Disclosure of environmental, social and governance (ESG) risks (Article 449a)

UniCredit Group has decided to publish the Sustainability Report (Integrated report) at the aggredate group level, and
the subsidiaries in each country, such as the Hungarian Banking Group, do not publish an Integrated report
independently. The UniCredit Group Sustainability Report has been published on the following website for the year
2022: UniCredit 2022 Reports.

7 at a specific significance level
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22 Disclosure of quantitative information (Implementing Regulation (EU) 2021/637)

Quantitative information not included in this document is provided in Annex 1. The quantitative information is
based on Implementing Regulation (EU) 2021/637.
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