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MESSAGE FROM THE CHAIRMAN
OF THE SUPERVISORY BOARD

The general course of 2022 was
marked by the direct and indirect
impact of the war in Ukraine and by
multiple economic uncertainties in
the European economic landscape.
The post-pandemic economic
recovery continued in 2022,

with a pace that decelerated in
convergence with the Eurozone,
causing disruptions in various
sectors. This situation, coupled
with the increase in the cost of

raw materials and energy, quickly
raised the level of inflation across
Europe, an aspect that had effects
in the 11 countries where OTP Group
is present and in the activity of our
more than 16 million customers.

Nevertheless, the Group's activity continued
to grow, both organically, through
consistent investments and large-scale
projects aimed at developing operational
and customer service capacity, as well as
through acquisitions. Consequently, OTP
Group recorded a consolidated net profit of

OTP Bank Romania Annual Report 2022

EUR 862 million (HUF 347 billion/RON 4,291
million) last year, down from the 2021 result
of EUR 1.27 billion. This significant decrease
of 24% is attributed to the rapid increase in
negative adjustment elements, and was also
accompanied by positive developments, such
as improved cost efficiency and portfolio
quality, with an increase in the volume of
fx-adjusted performing loans of 15%. This
figure excludes the volumes from Russia and
Ukraine but includes the recent acquisition
in Albania.

The regional expansion of the group reached
significant milestones in 2022, through
multiple acquisitions. Thus, OTP Group
acquired Alpha Bank Albania and initiated
the integration process with OTP Bank
Albania, becoming the fifth bank in terms of
assets in this market. We also signed a sales
and purchase agreement for Uzbekistan's
Ipoteka Bank as a first step of the recently
started privatization process, and (in

2023) we also received the approval of the
Slovenian Competition Protection Agency
for the acquisition of Nova KBM, which will
substantially contribute to strengthening the

group's results.

In Romania, last year's results demonstrate
the resilience of OTP Bank's strategy for
developing and consolidating its local
operations. The transformation of recent
years, adapting to a flexible organizational
structure, the business process redesign,
and the direct involvement we have in the
local economy supported the bank's strong

revenue growth and operational profitability.

Thus, in 2022, the bank reported an adjusted
net profit after taxation of HUF 3.1 billion
(RON 34.6 million), a decrease by 40%
compared to the previous year's result. The
overall results were affected by the risk cost
increase, given that throughout the year risk



costs nearly tripled and at the beginning of
2022 one-time provisions were established in
connection with an operational risk event.

Operational consolidation and the ability to
adapt supported OTP Bank Romania in 2022,
enabling the bank to offer optimal banking
products and services, mitigating the shock
of the general context, and achieving solid
results. In the lending area, the volume of
performing loans increased by 10% due to
the intense activity in the Corporate, SME and
leasing sectors. The bank's capital adequacy
ratio reached 22.16% from 22.54% at the end
of the previous year. OTP Bank Romania
further consolidated its position in the top 10
local based on assets.

OTP Bank Romania remained engaged in the
local consolidation process, by optimizing
the developments of previous years with

a focus on the product portfolio, the
national network, and the digital service
area, ensuring the consistent financing

of Romanian businesses through its own

programs and national financing programs.

The bank actively supported the saving
activity of Romanian households and
corporations, by offering products tailored
to their current needs, resulting in an 11%
increase in customer deposits. The net
loans/deposits indicator decreased by 10pp,
reaching 117% at the end of last year.

2022 also saw progress in the development
of the ESG culture, which includes
environmental, social and governance
factors, as well as specific knowledge
development. Within the projects dedicated
to the community and the local public, the
OTP Charity Tour cycling charity event was
created, focusing on sustainability and a
strong social cause. Additionally, the Jiul
without Plastic program was implemented,

aiming to have a positive impact on the

environment.

Furthermore, financial education continued
to be a key focus, and approximately

1,000 individuals benefited from various
educational programs launched by the

OTP Bank Romania Foundation last year.

This further reinforced the organization's
strategic orientation and confirmed its role
as a content creator. Among the initiatives
implemented in 2022 by the Foundation were
the "Financial Fitness" program and the "Usor
Financiar" Podcast, the financial education
program for students in Miercurea Ciuc, the
"startAware" and "Online Lesson" programs
for students, as well as the "Manager in
Action" program aimed at developing

entrepreneurial skills.

Therefore, 2022 was a year dedicated to
consolidating results and the local position
for OTP Bank Romania, with positive
developments in key business areas, despite
obstacles arising from the international

and geopolitical context, as well as
macroeconomic fluctuations. We overcame
these challenges with determination and care
for our business and teams. Our operational
development and adaptability helped us offer
an optimal range of banking products and
services in 2022, mitigating the impact of the
overall context, with consecutive increases

across all types of costs.

Antal Gyérgy Kovacs,
Chairman of the Supervisory Board

o N\
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OTP BANK ROMANIAS.A.
Notes to the Separate Financial Statements for the period ended December 31, 2022

Financial Highlights
MAIN FINANCIAL INDICATORS OF
OTP GROUP

Main components of the adjusted Statement of recognised income, in HUF million 2021 2022 Y/Y
Consolidated profit after tax 456,428 347,081 -24%
Adjustments (total) -40,474 -245,466 506%
Consolidated adjusted profit after tax 496,902 592,547 19%
Pre-tax profit 587,853 690,022 17%
Operating profit 660,391 868,487 32%
Total income 1,313,124 1,656,571 26%

Net interest income 884,012 1,093,579 24%

Net fees and commissions 325,548 397,118 22%

Other net non-interest income 103,563 165,874 60%
Operating expenses -652,733 -788,084 21%

Total risk costs -72,538 -178,465 146%
Provision for possible loan losses (adj.) without the revaluation of FX provisions -46,006 -135,231 194%
Other cost of risk -26,532 -43,234 63%

One off items - -

Corporate taxes -90,951 -97.475 7%
Main components of the adjusted balance sheet, closing balances in HUF million 2021 2022 Y/Y
Total assets 27,553,384 32,804,210 19%
Placements with other banks and securities 1,584,860 1,351,081 -15%
Total customer loans and advances (net) 15,743,922 18,640,624 18%
Total customer loans (net, FX adjusted) 16,655,367 18,640,624 12%

Total customer loans and advances (gross) 16,634,454 19,643,558 18%

Total customer loans (gross, FX adjusted) 17,610,471 19,643,558 12%
Performing (Stage 1+2) customer loans (gross, FX-adjusted) 16,675,058 18,674,389 12%
Allowances for possible loan losses -890,532 -1,002,933 13%
Allowances for possible loan losses (FX adjusted) -955,104 -1,002,933 5%
Hitelintézetekkelés dllammal szembeni kételezettségek 1,608,533 1,517,349 -6%
Total customer deposits 21,068,644 25,188,805 20%
Total customer deposits (FX-adjusted) 22,173,249 25,188,805 14%
Issued securities 436,325 870,682 100%
Subordinated loans 278,334 301,984 8%
Total shareholders' equity 3,036,766 3,322,312 9%
Indicators based on adjusted earnings 2021 2022 Y/Y
ROE (from profit after tax) 17.0% 11.0% -6.0%p
ROE (from adjusted profit after tax) 18.5% 18.8% 0.3%p
ROA (from adjusted profit after tax) 2.0% 1.9% -0.1%p
Operating profit margin 2.62% 2.78% 0.16%p

Total income margin 5.21% 5.31% 0.10%p
Net interest margin 3.51% 3.51% 0.00%p
Net fee and commission margin 1.29% 1.27% -0.02%
Net other non-interest income margin 0.41% 0.53% 0.12%
Cost-to-asset ratio 2.59% 2.53% -0.06%p
Cost/income ratio 49.7% 47.6% -21%p

Provision for impairment on loan losses-to-average gross loans ratio 0.30% 0.73% 0.42%p

Total risk cost-to-asset ratio 0.29% 0.57% 0.28%p

Effective tax rate 15.5% 14.1% -1.3%p

Net loan/(deposit+retail bond) ratio 75% 74% 1%
Net loan/(deposit+retail bond) ratio (FX-adjusted) 75% 4% -1%p
Gross loan/deposit ratio 79% 78% 1%
Gross loan/deposit ratio (FX adjusted) 79% 78% 1%
Leverage (Shareholder's Equity/Total Assets) 11.0% 10.1% -0.9%
Leverage (Total Assets/Shareholder's Equity) 9,1x 9,9x
Capital adequacy ratio (consolidated, IFRS) - Basel3 19.1% 17.5% -1.6%p
Tier1 ratio - Basel3 17.5% 16.1% -1.5%p
Common Equity Tier 1(CETT) ratio - Basel3 17.5% 16.1% -1.5%p

8 OTP Bank Romania Annual Report 2022



OTP BANK ROMANIAS.A.
Notes to the Separate Financial Statements for the period ended December 31,2022

Share Data 2021 2022 Y/Y
EPS base (HUF) (from after tax profit) 1739 1289 -26%
EPS diluted (HUF) (from profit after tax) 1738 1,288 -26%
EPS base (HUF) (from adjusted profit after tax) 1,896 2,204 16%
EPS diluted (HUF) (from adjusted profit after tax) 1,896 2,204 16%
Closing price (HUF) 16,600 10,110 -39%
Highest closing price (HUF) 19,400 18,600 -4%
Lowest closing price (HUF) 12,920 7,854 -39%
Market Capitalization (HUF billion) 4,648 2,831 -39%
Market Capitalization (EUR billion) 12.6 71 -L4%
Book Value Per Share (HUF) 10,846 11,865 9%
Tangible Book Value Per Share (HUF) 10,190 11,257 10%
Price/Book Value 15 09 -44%
Price/Tangible Book Value 1.6 09 -45%
P/E (trailing, from profit after tax) 10.2 82 -20%
P/E (trailing, from adjusted profit after tax) 9.4 4.8 -49%
Average daily turnover (EUR million) 22 24 7%
Average daily turnover (million share) 0.5 0.8 69%

Financial Highlights

MAIN FINANCIAL INDICATORS OF
OTP BANK ROMANITA SA

Main components of the Statement of recognised income in RON million 2021 2022 Y-0-Y
Profit after tax -93 68,9
Pre-tax profit 12 72,8 5902%
Operating profit 1177 2515 214%
Total income 6304 810,5 129%
Net interest income 4714 636,9 135%
Net fees and commissions 50,6 478 94%
Other net non-interest income 108,4 1258 116%
Operating expenses -512,6 -558,9 109%
Total risk cost -116,5 -178.8 153%
Corporate taxes -10,6 -3.8 36%
Principalele componente ale bilantului - inchiderea soldurilor - in milioane RON 2021 2022 Y-0-Y
Total assets 18,464 19,878 108%
Total customer loans (net) 12,386 13,503 109%
Total customer loans (gross) 13,005 14217 109%
Allowances for possible loan losses -619 -714 115%
Total customer deposits 11,196 12,432 111%
Issued securities - - 0%
Subordinated loans - - 0%
Total shareholders' equity 2,061 2,131 103%
Indicatori calculati pe baza rezultatului realizat % 2021 2022 Y-o0-Y
ROE (from net earnings) -0.5% 3.3% 3.8%p
ROA (from net earnings) -0.1% 0.4% 0.4%p
Operating profit margin 0.6% 1.3% 0.6%p
Total income margin 3.8% 4.2% 0.4%p
Net interest margin 2.8% 3.3% 0.5%p
Cost-to-asset ratio 31% 2.9% -0.2%p
Cost/income ratio 81% 69% -12.4%p
Risk cost to average gross loans 1.0% 1.3% 0.3%p
Total risk cost-to-asset ratio 0.7% 0.9% 0.2%p
Effective tax rate 858% 5% -853%p
Net loan/deposit ratio Mm% 109% -2.0%p
Capital adequacy ratio (IFRS)-Basel3 22.3% 22.5% 0.2%p
Tier ratio - Basel3 22.3% 22.5% 0.2%p
Common Equity Tier 1(CET1) ratio - Basel3 22.3% 22.5% 0.2%p

Financial Highlights 9



OTP BANK ROMANIAS.A.
Notes to the Separate Financial Statements for the period ended December 31, 2022

MACROECONOMIC AND FINANCIAL

ENVIRONMENT

While 2022 was again a challenging
year, the Romanian economy
performed remarkably well, by
posting a 4.7% GDP growth, after
the 5.8% growth in 2021. At the
same time inflation continued to
accelerate and become broad based
reaching almost 17% at the peak.
Although the budgetary position
improved compared to 2021, the
current account deficit increased
further, on account of higher
energy prices and the widening
output gap. Despite a large current
account deficit, external debt to
GDP could still decline, given a high
inflow of EU funds and FDI and
solid nominal GDP growth. Credit
markets continued their uptick in
the first half of the year, however
H2 brought a sharp deceleration as
credit demand fell on account of
higher interest rate and increasing
economic uncertainty related to
sky high energy prices. As economic
growth remained solid overall

and the interest rate environment
was supportive, the bank sector’s
profitability improved.

Last year the decent growth in the
Romanian economy continued. Annual GDP
growth turned out at 4.7%, some slowdown
from the 5.8% growth in 2021. However,
within year growth was uneven, the first
half of the year brought stronger growth
rates than the second half, as the sharp
increase in energy prices and the associated
economic uncertainty had some negative
effects. While in Q1 GDP growth was 6.3%
YoY, the pace slowed to 3.7% in Q3, to
correct partially to 4.5% by Q4, also partly
related to base effects.

In annual terms, on the sectoral side, almost
all the growth came from market services
(4.4 ppts), among which the otherwise

OTP Bank Romania Annual Report 2022

small info communication performed
remarkably well (1.3 ppt). Industry (-0.4
ppts) and agriculture (-0.5 ppts) added
negatively, while construction (0.6) and
government (0.2) gave a small positive
stimulus. Construction grew at an annual
rate of 8.2%, and its improvement in the
growth contribution (1.1 ppts) compared to
2021 was the biggest sectoral improvement
in economic activity. The solid improvement
in the construction sector reflected a
significant pick-up in non-residential,
infrastructural investment from EU funding.
The growth contribution of the info sector
and other private services (excl. HORECA)
also improved compared to 2021, while the
rest sectors' growth contribution weakened.

On the expenditure side, the largest
impetus was still coming from household
consumption (3.4 ppts), nevertheless the
contributions slowed compared to 2021 as
real wages declined and lending slowed.
Mirroring non-residential investment
pick-up, gross fixed capital formation had a
growth contribution of 1.9 ppts (up from 0.4
ppts in 2021). The contribution of net exports
also improved slightly on the back of easing
supply chain problems and lower energy
consumption, however these were not
enough to counteract the weakening effect
of consumption and inventories (-0.6 ppts).

Employment kept expanding throughout
the entire year nevertheless by the last
quarter the growth rate slowed, plus survey
indices and unfilled vacancies started to
suggest a gradual, albeit moderate turn on
the labour market. Wage growth has picked
up sharply (Jan: 8.9%, Dec: 13.4%), however
the annual average growth of 12.2% was not
enough to offset full year inflation (13.7%),
hence real wages declined by 1.4%.



OTP BANK ROMANIAS.A.

Notes to the Separate Financial Statements for the period ended December 31,2022

DECOMPOSITION OF GDP GROWTH BY EXPENDITURE-SIDE ITEMS (%)
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In 2022, economic policies were tightened
during the entire year. On the one hand, the
BNR reference rate was raised from 1.75% to
6.75% in 8 steps. Additionally, fiscal policy had
also become tighter, the accrual-based budget
deficit has declined from 7.1% to 6.2% of GDP.
Public debt fell from 48.6 to 47.3% of GDP.

Just as in 2021, the further sharp inflation
increase was still the biggest negative story
of last year. Starting at 8.2% in December 2021,
inflation practically uninterruptedly increased
10 16.8% by November 2022, which was the
peak, and the December figure came out at
16.4%. All components of inflation increased,
however most importantly food inflation

picked-up from 6.7% to 22% (Dec. to Dec.).
Followed by household energy inflation (from
28.1t0 39.7%), while fuel inflation already fell
sharply (from 22.4 to 12.4%). Non-energy goods
inflation and service sector inflation gained
momentum by 5-6 ppts, which reflected and
increase in core inflation (as measured by HICP
ex food, energy, and tobacco) picking up from
3.4% to 8.4%.

The external position of the country continued
to deteriorate, the current account deficit
amounted to 9.4% of GDP in 2022, up from

7.3% in 2021. The increase was mostly driven

by higher energy prices, and by increasing
domestic demand, while this was partially

Financial Highlights 1
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Notes to the Separate Financial Statements for the period ended December 31, 2022
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counteracted by higher exports on the back
of easing global supply chain problems.
However, while the current account deficit
turned out to be high, due to the substantial
inflow of EU funds and the high level of
positive net errors and omissions, the actual

external deficit from the financing side stood,

lower at 5.6% of GDP. Furthermore, as FDI
inflows were also significant and nominal GDP
growth was solid, the external debt to GDP

ratio of the country declined from close to 40%

of GDP to 34.8% pf GDP (2021vs 2022 end of
period).

NBR POLICY RATE AND INFLATION (%)
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The EUR / RON rate ended in 2022 at 4.94,
practically at the same level as in 2021 as the
BNR was trying to contain depreciation.

In 2022, the growth of the stock of non-
government (household and corporate) loans
slightly slowed to 12.1%, from 14.8% a year
before. Corporate (nonfinancial + financial
companies) loans were almost flat at 20.2%,
from 20.7% a year before, while there was a
visible slowdown in household loans, to 4.3%,
from 9.7% at end 2021. The sharpest decline
occurred with mortgage loans, to 5.4% from
12.9%, while consumer loans also weakened
visibly (from 4.9% to 2.6%). However, the pace
of growth was quite uneven within the year,
while in H1 growth hardly changed, H2 brough
sharp slowdown in all segments. This occurred
partly due to lower demand in line with weaker
growth outlook and higher cost of credit,

but it also seems that banks tightened credit

OTP Bank Romania Annual Report 2022
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conditions amidst the extremely high natural
gas price levels and recession fears.

The share of credits in RON rose further, albeit
mildly in the household loan segment, where it
reached 86% from 83% a year before, while in
corporate loans it declined slightly to 59%, from
65%. At the same time, non-performing loans
declined mildly to 2.8% by 2022Q3 from 3.4% at
end-2021.

NBR data showed that the profitability of the
sector improved up to Q3 on an annual basis,
with the ROE index reaching 16.6% compared
10 13.6% in 2021Q4. At the same time, the
capital adequacy ratio slightly declined to
21.5%, from 23.3% in 2021Q4, as banks increased

provisioning.
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BUSINESS RESULTS

HISTORY OF OTP BANK ROMANIA

OTP BANK ROMANIA , subsidiary
of OTP Group, is an integrated and
self-financed provider of financial
services, present on the Romanian
banking market for 18 years. The
company entered the financial-
banking market by acquiring
99.99% of RoBank, which later
became OTP BANK ROMANIA.

We believe in people and their dreams, which is why
we have developed a universal bank that offers full
financial solutions for individuals and companies.
2005 was the year when OTP BANK ROMANIA
entered the retail market and launched its first
products for individuals: personal loans, personal
loans with mortgage, overdraft, bank deposits
and current account.

2006 was the launch year for seven bank

card types, dedicated to both individuals

and companies. Two of them represented
absolute premieres on the local market: the
first co-branded card issued together with MOL
Romania and the first transparent credit card.

2007 was the year in which the total share capital
of OTP BANK ROMANIA increased by 15.9%. In

a single month, December 2007, 20 new units
were opened, OTP BANK ROMANIA reaching a
significant number of 104 branches.

2008 was the first profitable year in the history

of OTP BANK ROMANIA. The Bank recorded an
increase in operating income of 65.5%. This year
also marked significant increases in assets, loans,
and deposits. Total assets increased by 24%
compared to the previous year, the volume of
loans by almost 50%, while the volume of deposits
increased by 20%.

2009 and 2010 were difficult years for the banking
market players. OTP Group, therefore, also OTP
BANK ROMANIA, aimed at stability, liquidity, and
profitability.

OTP Bank Romania Annual Report 2022

201 was the year in which the Romanian

subsidiary of OTP Group registered positive
financial performances, according to the initial
report submitted to the Budapest Stock Exchange.
The bank recorded a profit of RON 13 million after
tax, while the operating result remained stable
throughout the year.

2012 was the year in which OTP BANK ROMANIA
continued the process of consolidating its position
on the local market, turning challenges into
development opportunities.

In 2013 the Bank approached a prudent strategy,
but at the same time took advantage of the large
number of loans and the fact that OTP BANK
ROMANIA s an entity with its own financing.
2014, more precisely the date of July 30, marks
the moment when OTP BANK ROMANIA signed
the acquisition contract for Millennium Bank, a
subsidiary of Banco Comercial Portugues. The
value of the transaction amounted to 39 million
Euros. Millennium Bank had almost 80 thousand
customers and a network of 56 units and 58 ATMs,

with a large share in Bucharest.

2015 was the year in which the acquisition was
final, and the integration process was completed
in November 2015. After the integration, OTP
BANK ROMANIA''s market share increased by
approximately 2% after assets. The total number
of branches in Romania increased by 24 during
2015, and the new customer portfolio reached
over 426,000 customers, increasing by 13%
compared to the portfolio prior to the acquisition.
Also in 2015, in December, OTP BANK ROMANIA
launched a conversion program for mortgage
loans in CHF. The program underlined the bank's
desire to restore strong and healthy long-term



relationships with its customers, constantly
looking for those pragmatic solutions, adapted to
the economic reality of the market. The program
was continued in 2016, and over 70% of the bank's
customers with loans in Swiss francs paid a lower
rate from the moment they accepted the offer

proposed by the bank. The offer initiated by the

Bank represented a RON 425 million financial effort.

2016 was the year in which OTP BANK ROMANIA
continued to prosper and achieved a net profit

of HUF 1.65 billion (RON 24 million), an increase

of 12% compared to 2015. The Bank continued

to develop its banking product portfolio, by
creating solutions dedicated to individuals, legal
entities, and SMEs, as well as digital apps and the
development of internet banking services.

2017 was also a productive year for the Romanian
subsidiary OTP BANK, which recorded the

largest net profit in history: HUF 3 billion (RON

45 million), an improvement of 80.8% compared
t02016. The Bank dedicated 2017 to innovation
and improvement of digital services, both for

customers and for internal operations.

2018 marked the moment when OTP BANK
ROMANIA managed to consolidate its position on
the Romanian market, reaching the 9th place on
the banking market, with a market share of 2.37%

in September 2018, all through an organic growth.

At the end of the year, OTP BANK ROMANIA had a
team of specialists of 1,364 employees, registering
an increase of 7% compared to the number of
employees in 2017. During the same year, the
team works with an extensive portfolio of over
358,000 customers.

In 2019 OTP BANK ROMANIA launched an organic
growth program - Apollo, the most revolutionary
change made within the Bank. The ambitions of the
program are first doubling the market share and
consolidating the market position, in a period of 5
years, and changing the way the Bank interacts with

customers, through a customer-focused perspective.

2020 was a year marked by the COVID-19
pandemic, but despite the challenges posed by

the new context, OTP BANK ROMANIA exceeded
its pre-established objectives, by introducing
innovative banking instruments, accelerating
portfolio digitization, and expanding the branch
network. In addition, the Bank has fulfilled its
mission to finance customers and the local
economy, providing support and security to
customers, through the rapid implementation of
the Government moratorium and participation in
government financing programs. An example is
IMM Invest, where it has obtained two successive

increases in the guaranteed ceiling.

2021was for OTP BANK ROMANIA a year of
constant growth in lending and savings activities
on the main business lines, simultaneously with
the implementation of the Apollo growth strategy
and several organizational transformation
programs. These results are also based on constant
investments in digitization projects, with the Bank
allocating annual funds worth 50 million RON for
this direction. Improving customer centricity was
one of the key objectives in 2021 as well, which is
why OTP BANK ROMANIA constantly developed
theinfrastructure (digital and physical capabilities)
and invested in the growth of teams, with 300 new
hires. The final objective of the growth program is
to achieve a 5% share of total bank loans. In 2021
the 4% threshold has already been reached.

2022 brought significant challenges due to the
fast increasing interest rate environment. OTP
Bank Romania defined ESG (Environmental, Social,
Governance) Strategy considering OTP Group ESG
Strategic directions, regulatory recommendations,
NBR expectations, market opportunities and
challenges, moved Apollo transformation strategy
to the stage of consolidating local operations

and to a growth model focused on several pillars,
including profitability and attracting new deposits.
This year's results included a 23% increase in total
revenue, a 76% increase in operating profit. The
main objective is to continue local development,
with the balance between growth and profitability
and focus on the national network, optimization

of the digital sphere of services and consistent
investment in the team.

Business Results 17
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OTP BANK ROMANIA APPROACH

OTP BANK ROMANIA has been
present on the Romanian banking
market for over 18 years, as a
universal Bank that offers complete
financial solutions for individuals
and companies.

Romania is one of the most attractive markets
in the region, therefore our decisions are
intended to support the development of

the Bank on a local level and the strategic
objectives of the group.

OTP BANK ROMANIA has grown organically

since entering the local market, at the same time
consolidating its position in 2016, after completing
the integration process of Millennium Bank
Romania in November 2015 and proving to be a
strong, stable, and reliable partner for customers,
collaborators, and employees.

The local development of OTP BANK ROMANIA
continued to follow this organic approach,
being guided in the last four years by the
direction drawn by the Apollo strategy. As a
result, in 2022, the Bank recorded an asset
value of 19,9 billion RON, which represents an
annual growth of 8%, ranking 10th on the local
market according to this indicator.

Considering the evolution and general
macroeconomic context during 2022, with
persistently high inflation, rising interest rates
and a shift between lending and saving trends,
OTP BANK ROMANIA has adapted the ongoing
Apollo growth strategy, focusing on the
attraction of new deposits and customers and
the transition of the transformation strategy
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towards the consolidation stage.

Last year's results prove the resilience of the
strategy, OTP BANK ROMANIA marking a solid
increase in revenues and the operational
profitability indicator. The bank continued to be

a core financier for the local economy through
direct or syndicated loans for a variety of projects
in the commercial, real estate or energy sectors, as
well as a solid partner for government guarantee
programs. Thus, through IMM Invest, funds were
distributed directly to local entrepreneurs, for the
agricultural sector, financing and financial advice
were offered to farmers and investors from the
rural environment through the AGRO IMM Invest
subprogram, and through the IMM Prod program,
it actively supported the industrialization of

the economy by ensuring liquidity and the
financing of investments made by small and
medium enterprises. OTP BANK ROMANIA also
participated in the "New House" program, got
involved in the Start-up Nation 2022 program
and supported agribusiness entrepreneurs

by granting grants for working capital based

on Emergency Ordinance no. 61/2022 and the
package of measures "Support for Romania'".

The Bank continues to operate in a prudent and
transparent manner and constantly innovates
to offer an integrated range of best quality
financial services. Thus, the Google Pay service
for customers with Mastercard cards was
introduced, the term deposit with advantageous
interest "Fresh Cash"and a new payment
solution for public transport was launched in
partnership with Mastercard and Radcom.

The previous years' transformations meant
adapting to a flexible organizational structure,
redesigning business processes and new



internal teams for a balanced development
on all levels of involvement in the local
economy. Thus, the Sustainability Department
was established, which is responsible for the
implementation process of the ESG strategy,
and the activity of the Lending and Risk
Management Division was strengthened by
appointing a new leadership.

The Bank also remained committed to balanced
development at the local level, with a focus on

the national network, optimization of the digital
sphere of services and consistent investments in

the team.

New steps were also taken in the financial
education area, so the OTP BANK ROMANIA
Foundation intensified its activity and diversified
the educational offer through new programs for
youngsters and teachers and launched a social
responsibility project through which it offers
financial education courses to students from
Miercurea Ciug, in collaboration with the City Hall.

The Bank's success is based on the customers'
trust built by understanding local and

regional needs, but also on the employees'
professionalism, supported in their professional
development.

Plans

In2022, the Bank continued its

digital transformation projects and
consolidated its position in the system
by developing all business segments.
We have adapted to the changes in
the overall context and offered solid
options for our customers, providing
them with the tools to face the current
context. We have also consolidated

the progress made through our Apollo
strategy in the banking sector, with
gradual steps towards an organic
development of our market position.
Within the local strategy, we are pursuing a
balanced approach to developing the Bank's
footprint, considering physical network

and digital development. The progress of
digital development has been quite rapid in
recent years and has supported our previous
growth. So, we have accumulated 44 key
projects that have been delivered as part

of our digital transformation, changing the
customer experience, and increasing the

efficiency of the process.

More than a year ago, we established

the new Digital Division, which leads and

is responsible for bringing OTP BANK
ROMANIA's digital environment and banking
solutions closer to the customer. This is

a significant part of the Bank's regional
growth plan and has a big impact on the
overall business. Within this framework

we have built and launched a full range of
digital solutions, starting from the mobile
banking app platform, support chatbots,
complete digital payment solutions to online
application procedures or taking out loans

entirely online.

The relationship between the Bank and the
customer has been strengthened through
this approach, so that in 2022 we had a

35% increase in the number of users for the
SmartBank (mobile banking) service and a
45% increase in the total value of transaction
volumes recorded on digital channels.

In 2022, we also took new steps in the area of
sustainability policies with the launch of the
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Bank's ESG strategy, which focuses on three
main areas: product, planet, people, to ensure
best practices for our role as a responsible
supplier, employer and social actor.

The work dedicated to the area of financial
education and financial culture building has
reached a new dimension. Thus, we were for
the third consecutive year supporters of the
Mind Architect podcast, for the creation of
neuroscience-based personal and professional
development content, following one of the
main objectives of OTP BANK ROMANIA's

ESG strategy, to invest in partnerships that
generate valuable educational content.

OTP BANK ROMANIA Foundation has started
new projects and inaugurated a new office in
Miercurea Ciuc, in collaboration with the town
hall, launching a social responsibility project
offering courses and modules in economic and

financial education to local students.

2023 and the following years will have to
continue this progress, in the area of business
and operational development for the evolution
of OTP BANK ROMANIA's business dimension,
through new projects and investments in team,
technology and the application of sustainable
growth principles.

OBJECTIVES

In 2022, we continued our local
development strategy, consolidated
our position in the banking system
and remained in the top 10 banks
in the local market considering the
value of assets. At the same time,
OTP BANK ROMANIA has already
moved into the final stage of the
5-year growth program, marking
optimal results for achieving the
business target.

In the area of financial education, OTP BANK
ROMANIA Foundation continued its activity as
a creator of diverse educational content and
started impactful projects at national level in
cooperation with different organizations. In
2022, approximately 1000 people benefited
from the various educational programs
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launched by OTP BANK ROMANIA Foundation,
the organization thus strengthening its
strategic orientation in its 8 years of activity,
based on four major areas: financial education,
children's education, career guidance and
strategic partnerships with local associations
and NCOs. Based on these premises, we will
continue to be involved in the field of education,
so that we can make a significant contribution
to the collective effort to prepare not only the
new generations, but also those who wish to
acquire new skills so necessary today.

In the business area, we continue to

pursue our market share target and are

close to achieving it organically, through
constant investments in recent years and by
consolidating progress in transformation
projects, from digitization to corporate
culture and portfolio of banking products and

services.



Our direction of development is also
challenging, because having a customer-
centric approach means we are always mindful
of how banking needs and service usage

are changing. It is the way we have helped
fund the local economy in 2022 too, growing

in a balanced way, growing our teams, and
supporting our colleagues in their professional
development. As a result, we made 300

new hires in various internal, network and
operational roles. We will continue this work

in 2022, along with all our internal learning,
transformation, and operations optimisation

programmes.

The trajectory for next year and the medium
term remains within the lines of the strategy,
and we are now a few steps away from our
market share target. The way we will achieve
this goal is through consolidation, paying
close attention to how the local economy
will perform, to internal and external risks,
and making the most of all the operational
footprint we have built so far, complemented
by a growing portfolio of banking products.

The year 2022 has also transformed the entire

financial market environment following

the macroeconomic and geopolitical
developments that have occurred, but the
outlook for the year is encouraging so far, with
a low but positive economic growth forecast.

STRATEGIC PROJECTS

The year 2022 represented, for

OTP BANK ROMANIA, the period

in which the identified benefits of
implementing the Apollo strategic
organic growth program began to
be integrated throughout the entire
organization, in order to support
an agile transformation process
constantly and organically, based on
the adoption of agile mentality and
practices, but also understanding
the methods of streamlining the
processes.

Thus, the Bank continued the strategy of
the Apollo program, keeping the needs and
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experience of the clients in the spotlight,

focusing in parallel on the implementation of
complex projects.

The results achieved during 2022 reflect the
constant efforts of OTP BANK ROMANIA's
employees to provide quality products and
services to its customers, strengthening the
relationship of mutual trust:

- Through the market studies carried out for
OTP BANK ROMANIA by KANTAR Romania,
at the end of 2022 the progress made by the
Bank was:

- 3rd place among the Romanian
banks at the end of the year, for
customer loyalty, according to
the Net Promoter Score (NPS)
methodology;

- 5th place among the Romanian
banks at the end of the year, for the

quality of customer relations with
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the bank's products, according to the
TRI"M Index methodology;

- Adapting the way employees work and
collaborate, through OTP BANK ROMANIA's
strategic transformation program,
using agile and change management
methodologies for IT and product

development areas.

The main strategic projects for business
development, process optimization and
quality assurance of the services carried out
during 2022 were:

- Improving the remote customer
relationships and initiatives to streamline
Internet and Mobile Banking tools, as
well as the implementation of new digital
flows for remote acquiring of individual
and corporate customers, such as the OTP
Credit Portal platform for brokers, which
has proven the benefits of incremental



integration of modular solutions with the
organisation's systems;

- Timely implementation of compliance
initiatives with regulatory requirements;

- Continuing the implementation of IT
developments on the Business Process
Management (BPM) platform, having as
main objective the streamlining of the
business processes;

- Continuing the project for the
implementation of the Data Warehouse, in
order to ensure the data and information
requirements necessary to run the daily
operational activity and to facilitate
business decision making;

- Implementation of the CRM solution for
territorial units for the purpose of campaign
management, lead and opportunity
management and aggregation of customer
information for a process focused on
customer needs;

- Continuing the initiatives on reducing /
eliminating non-sales activities performed
at agencies level, improving bank processes,
reducing the use of paper;

- Implementation of 6 new workflows to improve
operational processes, based on RPA automation
solution ("Robotic Process Automation”).

At the same time, OTP BANK ROMANIA has

made constant efforts to improve the quality

of the working environment for employees, by

implementing initiatives and measuring the

impact generated, based on the organization's

ambition to become a top employer on the

Romanian financial market. Among the

implemented or continued initiatives in 2022,

itis worth pointing out:

- Providing psychological support for
employees;

- Implementing of flexible and hybrid working
mode;

- Implementing of the "no meetings Friday"
program;

- Organizing of sports communities;

- Organizing a self-awareness and exercise
program.

These actions resulted in a 100% participation
rate and the annual survey conducted in
2022 revealed a significant 79% employee

engagement score.

The Bank also conducted extensive research
(internal and external) to better understand
its Employer Branding image and determine
the best strategies to improve it, to become a
more attractive employer and to strengthen
the internal culture.

According to the survey data, potential
employees have OTP BANK ROMANIA on their
Consideration list. Thus, the company's goal is
to advance Desire and Application. The status
at the end of 2021 was:

- Awareness 97.5%

- Consideration 14.7%

- Desire 8.2%

So, in 2022 we brought banking to a new
level in a different way, with a focus on the
growth of every employee. This is how we are
building the new definition of banking, called
#otpmindset. We have 4 pillars that underpin
all our work:

- OTPeople: care, respect and effective team
collaboration; fostering good relationships
with line managers;

- Autonomy: diverse learning and
development programs, the opportunity to
come up with new ideas and think freely;
encouraging employees to push their own
boundaries, even when they fail;

- Fast business growth: solid business
development plans, known to all
employees;

- Diversity: we are all different and this

makes us work better as a team.

#otpmindset is an Employer Branding
philosophy, not just a hashtag, a chorus we
use on every piece of material, an ever-open
definition, a red thread of our professional
life, an attribute of our organizational culture.
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OTPdirekt

Internet Banking, SmartBank,
Contact Center, SMS Alerts and Push
Notification

OTPdirekt is a high-quality service package
which perfectly fits the modern lifestyle. It is

a comfortable, omnichannel, fast and secure
alternative that allows customers to carry out
transactions and receive information about
their accounts without having to come to the
Bank's territorial units, in conditions of utmost
security. OTPdirekt is the service through
which OTP BANK ROMANIA offers its clients
the possibility to access their banking accounts
24 hours a day, through four channels.

1. OTPdirekt - Internet Banking (transactions
and information)

Available 24 hours out of 24,7 days a week,
the Internet Banking service brings all the
information about the customer's accounts

to the distance of a click. The commissions for
payments can be up to two times smaller than
those in OTP Bank Romania's territorial units,
while the account balance interrogation and
the account statement are free of charge. The
following functions are available through the
Internet Banking service:
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- check account balance;
- check transaction history;
- RON or foreign currency transfers to

beneficiaries’ accounts;

- standing orders;

- foreign exchanges;

- transfers between client's own accounts;;

- open/view/close deposits;

- bank account statement file export or send by

email possibility ;

- special payment templates for utility bills;
- detailed information about loans, insurance

policies, incoming and outgoing debit
instruments and collateral deposits (through
Electronic RM menu);

- importing domestic or foreign payments

from a file (e.g. inter-banking payments,
payments representing treasury rates and
taxes, transfers to beneficiaries with accounts
opened at OTP BANK ROMANIA etc.);

- creating templates for domestic payments;
- creating templates for foreign currency

payments;

- sending and receiving messages to/from the

Bank;

- change card limits, online payment on/off

switch, report lost/stolen card, reset card PIN,
request card reissue, block card temporarily
on/off switch, show card details;

- personal financial tool - MyMentor; settings

budgets and new goals, transaction



cateqgorization;

- open new current account;

- 0pen new savings account;

- automatic savings tool;

- reset or unblock the internet banking access
code;

- SMS Alerts and Push Notification
configuration;

- Money Magnet: transferring money from
other banks to OTP BANK ROMANIA accounts,
using debit cards issued by other banks in
Romania;

- subscription and redemption of investment
funds;

- personal data update;

- setting or changing the username used in the
login process;

- nearest ATMs or branches by client location.

2. OTPdirekt - SmartBank (transactions and
information)

A secured application downloadable from
Google Play or Apple Store that allows clients
to access information about their financial
situation and to make transactions via a
smartphone. The following functions are

available:

- check account balance;

- check transaction history;

- RON or foreign currency transfers to
beneficiaries’ accounts

- transfers between client's own accounts;

- foreign exchanges;

- currency exchanges at an advantageous rate;

- currency exchanges at NBR rates for Privilege
customers;

- special payment templates for utility bills;

- pending transactions;

- open new deposits;

- close deposits;

- bank account statement file export or send by
email possibility;

- cards information menu;

- change card limits, online payment on/off
switch, report lost/stolen card, reset card PIN,

request card reissue, block card temporarily
on/off switch, show card details; enable card
biometrisc;

- loans information menu;

- Money Magnet: online transfer of money
from other banks to OTP BANK ROMANIA
accounts, using debit cards issued by other
banks in Romania;

- SMS Alerts and Push Notification
configuration;

- My Mentor: list of transaction, add new
transaction category;

- setting or changing the username used in the
login process;

- ATM and branch locator of OTP Bank
Romania;

- foreign exchange rates;

- Bank contact;

- received messages from the Bank;

- quick access with fingerprint/face ID;

- languages: Romanian/English/Hungarian.

3. OTPdirekt - Contact Center (information)

With OTPdirekt - Contact Center, one phone
callis enough to find out any information
regarding OTP Bank Romania. The Bank
representatives can be reached free of charge
in all networks, by calling 0800.88.22.88.
Contact Center can be contacted also from
international networks and through local
networks at operator's costs, by dialing
+4021.308.57.10. The Contact Center can be
reached from Monday to Friday, starting from
08:30 until 21:00 (local Romanian time).

Besides general information regarding OTP
BANK ROMANIA, through OTPdirekt - Contact
Center, customers can find out anything they
want about the Bank's financial products and
services, about the exchange rates, standard
commissions, and many others. If a customer
already has an OTP Bank account, then he can
obtain specific information (private) regarding
his financial status (accounts, deposits, credits,
taxes, commissions, special offers etc.);
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4. OTPdirekt - SMS/PUSH Alerts
(information)

OTPdirekt - SMS/PUSH Alerts refers to
sending alerts in the form of SMS to the
mobile telephone numbers indicated by

the client, according to the contract signed
with OTP BANK ROMANIA, or in the form of a
PUSH message to the smartphone with the
SmartBank application installed.

The alerts received through a SMS/PUSH
notification can be of several types, depending
on the client needs:

- account balance: the client is informed about
the account balance selected in the contract,
at the requested date;

- account control: the client is informed
about the activities on the current account
(crediting/debiting of the account, regardless
of the reason), having full control on his
account, in real time;

- card control: sends an alert immediately
after the card was used in a transaction
(POS/online payments/cash withdrawals) or
security inquiry (incorrect PIN/CVC);

- NBR Exchange Rate: this alert will send, daily,
the NBR quotations (from Monday to Friday),
after 13:00 o'clock (after the official exchange
rates are supplied by NBR);

- debit instruments for payment (only for
legal entities): the alert will be sent in real
time immediately after the information for
the instrument is verified in the system. It is
useful for the clients to better manage their
payment instruments;

- electronic RM: is sent only for legal entities,
to be notified concerning: maturity of credit
facilities, commissions, loan installments,
loans interests, deposits that reach their
maturity. Together with the alert sent on the
mobile phone, the customers will also be
notified through the alerts received on the
Internet Banking interface;

- deposits maturity: this alert sends SMS/
PUSH notification three working days before
the deposit maturity, regardless of type
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of deposit or its maturity option. The alert
contains information regarding the amount
of the deposit, the account alias, interest rate,
maturity option and maturity date;

- garnishment alert: this alert is available for
both individuals, legal entities and private
entrepreneur clients and will be sent to client
in the same day when the garnishment will be
constituted, starting with 08:00 PM. The alert
is detailed and offer information about: the
amount of garnishment, type of garnishment,
no. of file for the garnishment and exchange rate.

The number of OTPdirekt - Internet Banking,
Mobile Banking and Contact Center contracts
without SMS alerts, on December 31,2022, was
30,324, divided as follows:

- private individuals: 19,125;

- legal entities: 11,199.

The number of OTPdirekt - Internet Banking,
Mobile Banking and Contact Center contracts
with SMS alerts, on December 31,2022, was
183,553, divided as follows:

- private individuals: 166,267;

- legal entities: 17,286.

The number of OTPdirekt - SMS Alerts
contracts, on December 31, 2022, was 30,630.

The number of SMS messages sent to the
clients during 2022 was 29,339,80.

The number of calls to the Contact Center
received in 2022 was 143,333,

The number of transactions through OTPdirekt
- Contact Center was 0, and through OTPdirekt
- Internet Banking and SmartBank - Mobile
Banking 6,282,492.00 by the end of 2022.

During 2022 the SmartBank application was
used by 135,139 clients.

The transaction volume through OTPdirekt -
Contact Center was 0, and and through OTPdirekt
- Internet Banking and SmartBank - Mobile
Banking 17,549,437,059.69 EUR by the end of 2022.



BANK CARD BUSINESS

During 2022, the main activities
were oriented towards increasing
the cards portfolio, stimulate
cards transactions and accelerate
digitalization.

As of December 2022, the bankcard
portfolio of OTP BANK ROMANIA increased
with 10% compared to the previous year,
reaching 366,000 cards. The debit cards
segment represents 96%, while the credit
cards segment stands for 4% out of the
total cards' portfolio. During 2022, the

new cards sales on Personal Individuals
segment consisted mainly of salary, pension
and junior cads, OTP Bank continuing its
strategy of attracting new income transfer
clients through a very competitive offer -
the ,Lejer package". Regarding the Legal
Entities and assimilated categories, the new
sales were oriented towards business debit
cards, which can be acquired through a

wide range of competitive packages.

The total volume of transactions performed

with cards issued by OTP BANK ROMANIA

in 2022 reached RON 6,053 million, which
marked a stable increase of 30% compared

to the previous year. Also, the volume of
purchase transactions performed by the OTP
bank cardholders reached RON 2,676 millions,

with an increase of 43% compared to 2021.

The Mastercard cards issued by the Bank
can be enrolled in the mobile payments
apps Apple Pay (l0S), Google Pay or OTPay
(Android) and can be easily used to perform
purchases and cash withdrawals through
mobile devices, speeding up the bank cards

transactions.

The number of cards enrolled in the mobile
payments apps increased with 75% in

2022, while the number of transactions
performed through these apps increased
with more than 100% compared to the

previous year.

Currently, OTP BANK ROMANIA has one
of the most comprehensive cards offer in
the Romanian market, consisting of the
following main products:
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- Cards for Personal Individuals:
Debit cards (RON&EUR):

- Mastercard Flat

- Mastercard Standard

- Mastercard Gold

- Mastercard Platinum

- Visa Junior

- VISA Classic Prestige

- Credit cards (RON):
- Mastercard Standard
- Matercard Standard Dual
- Mastercard Platinum
- Mastercard OTP-MOL co-branded
- Visa Clasic
- Visa Gold

- Cards for Legal Entities and assimilated
categories:
- Debit cards (RON&EUR):
- Visa Business
- Visa Business Silver
- Mastercard Corporate

Credit cards (RON)
- Visa Business Silver

During 2022, OTP BANK ROMANIA expanded
the cards acquiring business, the merchant
POS network reaching 11,000 installed
POSs, both in-store terminals and virtual
terminals (e-commerce), which represented
an increase of 19% compared to 2021. As of
December 2022, the ATM network reached
154 ATMs, out of which 64% multifunctional

machines.

OTP BANK ROMANIA has a broad offer of
cards payments acceptance solutions,
such as classic POSs (physical terminals),
virtual POS (e-commerce), SoftPOS, which
is an innovative solution which transforms
a mobile phone or tablet with Android
operating system into a contactless
payment terminal. Also, the Bank offers
UPOS or MPOS solutions that can be
acquired based on the customer's needs.
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Among the most important card related

projects in 2022, cam be specified:

- Release the "digital card" functionality
through which OTPdirekt users (Internet
Banking and Smart Bank) can instantly
view the complete details of their physical
bank card: card number, expiry date, CVV/
CVC code; by using this functionality,
customers can make simple and faster
online payments or they can enrol their
cards in the mobile payment applications
Apple Pay, Google Pay or OTPay and start
making payments or cash withdrawals
without needing the physical card.

- Launch of the Mastercard Platinum debit
card, which offers an attractive pricing
and various premium advantages and
benefits. It can be acquired with the
Privilege Banking package, and it is
dedicated to private banking clientele;

- Launch of the Google Pay mobile
payments solutions for Mastercard
cardholders, through which customers
can easily perform payments or cash
withdrawals without the need of the
physical card;

- Continue the project of increasing the
activation and usage rate of the Bank's
debit cards and optimization of the debit
bankcards portfolio through switching the
cards usage from ATM withdrawals to POS
purchases. In 2022, this project consisted
of a national campaign, which ran during
November - December and which was
based on a lucky draw mechanism with

attractive prizes;

- Relaxing the pricing conditions for the
Visa Junior debit cards, issued in RON and
EUR;

- Stimulate the credit cards usage and
increase products awareness among

customers, through a dedicated campaign



with an attractive offer, respectively 12
instalments with zero interest worldwide.
The campaign addressed both existing

and new cardholders.

- Ensure the loyalty of existing customers
and increase credit cards product
attractiveness through a dedicated
member get member campaign for

existing credit cardholders.

- In partnership with RADCOM, Visa and
Mastercard, OTP BANK ROMANIA made

its contribution to help transit operators
face their daily challenges, while offering
comfort to users of public transport, by
installing UPOS terminals in the public
transport network, in 3 big cities in
Romania: Brasov, lasi and Constanta.
Any citizen or even tourist can make
instant contactless payments on buses
with contactless cards, smartphones or

smartwatches, simply and quickly.

e o o
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INDIVIDUALS (LOANS)

In 2022, for the private
individuals' segment, in the

new market context, the war in
Ukraine and increasing interest
rates, OTP BANK ROMANIA has
quickly adapted the strategy to
increase the level of the self-
financing, increase the number
of active customers, improving
the cross-sell rate and income
generation. In accordance with
the Government Ordinance no.
90/2022, in the period June -
August 2022 OTP BANK ROMANIA
continued to sustain the loan
customers affected by pandemic
situation and the effects of the
armed conflict in Ukraine to have
a good repayment behaviour for
the instalments related to loans.

At the same time, OTP BANK ROMANIA
continued the strategy to diversify the
products and services offered, the selling
channels, with increasing accent on
digitalization, as an alternative to the
traditional banking.

Like in previous years, customers continued
to show interest in the Program "First
House/New House", in 2022 the allocated
ceiling being almost entirely used.

During 2022, we focused on increasing the
number of active customers and attracted
resources by organizing marketing
campaigns, increasing the share of this
indicators in evaluation of the sales force,
target the customers with available funds,
continuous revision of the interest rates
applied on both resources and loans,
correlated with market evolution and the

bank's strategy.
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Loans

During 2022, OTP BANK ROMANIA
continuously offered lending solutions
by adjusting the existing products to the
market practice and to clients' needs and
also through periodically updates of the
pricing conditions for its lending offer for
the customers.

From legislative perspective, beginning of
2022 year had a powerful influence on the
individuals lending conditions for private
individuals, from the implementation

of new rules imposed by National Bank

of Romania for the mortgage backed
loans, by changing some conditions for
granting refinancing loans on a longer
tenor compared to the standard products
tenor and also by offering solutions for
instalment payment postponement through
legislative moratoria, for the customers
affected by the macroeconomic context.

Given the macro-economic uncertainty
generated by the Ukraine war, followed by
the rising interest rates and inflation, the
bank has pro-actively applied preventive
measures for the lending of private
individuals in order to ensure a better
quality of the repayment behaviour.

Depending on the loan purpose and the
specific collateral required, individuals
lending products of OTP BANK ROMANIA
are divided in two main categories:

- housing loans, including New House;

- consumer loans.

1. Housing Loans

Mortgage loan for acquisition (ML).
The purpose of this loan is the full or
partial acquisition of houses or flats and

refinancing mortgage loans previously
contracted from other banks. In 2022, the
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lending activity was carried exclusively in
RON, in line with market development. The
minimum loan amount is 1,000 EUR (RON
equivalent) and the maximum is 300,000
EUR (RON equivalent). The minimum
granting period is of 6 months and the
maximum 360 months. The collateral
accepted is st rank mortgage on the
purchased property and property insurance
assigned in favour of OTP BANK ROMANIA.

In order to provide to its customers lending

products that best suit their needs, in
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2022, OTP BANK ROMANIA maintained the
pricing structure for mortgage loan for
loans with variable interest rate and also
for loans with fixed interest rate in the first
5years, then variable, adjusting constantly
the pricing in accordance with market
conditions.

In the context of the accelerated growth of
interest rates and inflation, the customer's
preference shifted in the direction of
lending solutions that ensure a higher
predictability of the monthly obligations.
Thus, more and more clients have opted for

mastercard




fixed interest rates for the first few years
or even for the entire lending period. Given
the rising prices, not only for loans but for
the entire range of products and services,
customers have focused last year on
refinancing current obligations, choosing
solutions that reduce their financial effort
on the short and medium term, rather than
contracting new loans.

In the sustainability area (ESG), with the end
of 2022 OTP BANK ROMANIA has started
the centralized collection of information
related to the energy efficiency in the case
of mortgage loans granted to individuals,
in order to monitor and report the energy

efficiency for the financed buildings.

2.Consumer loans

Personal loan without Mortgage (PL).

This product is addressed to individual
clients, Romanians or foreign citizens with
Romanian residence and the purpose of
this loan without collateral is to cover

the general customers' needs. OTP BANK
ROMANIA accepts a wide variety of eligible
incomes, and it offers the loan only in RON.
The offer of personal loan includes different
pricing scheme in line with the market and
to better cover the clients' needs (better
pricing for customers choosing to receive
the income in the OTP BANK ROMANIA or
to refinance at least one loan from another
bank, decreased interest rate based on loan
amount requested, possibility to choose
between fix and variable interest rate etc).
The maximum loan amount is 120,000 RON.
For different loan amounts, for example:

- 50,000 RON or

- 75,000 RON/ 120,000 RON it is necessary

to meet some predefined conditions.

In 2022, the Bank continued to offer to

its customers PPl products that covers
protection in case of decease, permanent
invalidity, and involuntary unemployment,

with monthly or unique payment of the
insurance premium. In this way, the
customers that are choosing additional
protection together with the personal
needs loan granted, have at their disposal
the possibility to choose full payment

or monthly payment together with the
payment of loan installment.

OTP BANK ROMANIA's strategic objective
remained to attract higher quality clientele,
with income transfer, increased cross-sell

potential and low-risk profile.

During 2022, the Bank efforts regarding
the Personal loan without Mortgage
concentrated on loans with fixed interest
rate, considering the uncertainty generated
by constant increase of interest rate
indicators Robor and IRCC.

Overdraft. This product meets the universal
expenses on short term being addressed
especially to the clients who receive their
recurrent monthly income in the current
accounts opened at OTP BANK ROMANIA.

The limit for the overdraft facility is
between 600 and 40,000 RON. Customers
can get up to 6 salaries or pensions if there
is a salary convention concluded between
the Bank and the employer or the Pension
House. Otherwise, the clients can get up

to 3 net salaries. Clients must reimburse
monthly only the interest calculated for the

used amount.

In 2022, the Bank continued the strategy
to increase the number of customers
having OTP BANK ROMANIA as main bank,
especially through salary conventions

customers.
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SAVING PRODUCTS

» Term Deposits
 Saving Account
* Junior Account

Taking into account the evolution of

the market, the bank's strategy and the
continuous changing needs of customers,
OTP BANK ROMANIA regularly updates

the price and features of savings products,
through constant efforts to reduce the cost
of funds and improve the LCR rate. In 2021,
OTP BANK ROMANIA continued its strategy
of increasing the volumes generated

by savings products and maintaining

the volumes already attracted from its

customers.

TERM DEPOSITS are savings products with
fixed interest rates until maturity. The
standard maturities of OTP BANK ROMANIA
for term deposits are 1,3, 6,12, 18 and 24
months. Available currencies for term
deposits are RON, EUR, USD, HUF and GBP.
No fees are charged on opening, closing
or withdrawing amounts from the deposit
if the withdrawal is made on the due date
(except for deposits with a maturity of one
month, for which the fee for withdrawing
the amount from the current account
applies, including at maturity).
The minimum deposit amount is 100 RON/
USD/EUR/GBP and HUF 25,000. For deposits
made on standard terms, customers have
the possibility to automatically manage
deposits, choosing at the time of deposit
one of the three options available at
maturity:
automatic renewal with capitalization
- the deposit will be automatically
extended by the Bank for a period
identical to the initial option the
customer, using the interest rate in force
on the date of renewal of the deposit,
and the interest accrued for the previous
period will be added to the amount of the
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initial deposit;

- automatic renewal without capitalization
- the deposit will be automatically
extended by the bank for a period
identical to the client's initial option,
using the interest rate in force on the date
of renewal of the deposit, and the interest
accrued for the previous period will be
transferred to the current account;

- automatic liquidation at the due date
- the bank transfers the amount of the
deposit and the related interest to the

client's current account.

OTP BANK ROMANIA offers different types
of deposits with special features, such as
interest rates above standard values, using
the concept of bonus or flexible maturities
depending on the customer's needs:

- Anniversary Deposit - the client benefits
from a bonus applicable to the interest
rate when the deposit is opened in the
month of birthday anniversary of the
client;

- Term Deposit for Retirees - based on
the last pension coupon or the original
account statement (not older than 2
months), a pensioner can benefit from a
bonus above the standard interest rate
when constituting a deposit. This feature
only applies to customers who hold the
Retirement Package;

- Term Deposit through OTPdirekt -
customers receive a bonus above the
standard interest rate if they open a
deposit through the Internet Banking
platform.

SAVINGS ACCOUNT is a product that
combines the benefits of term deposits but
has the flexibility of a current account. The
interest rate is variable, calculated daily
and recorded in the savings account on

the last business day of each month. The
savings account is available in the following
currencies: RON, EUR, USD and HUF.
Customers are allowed to make unrestricted



cash deposits and withdrawals, to make
intra and inter-bank transfers, to transfer
funds only to accounts opened with OTP
BANK ROMANIA and to automatically repay
loan rates. The savings account can also be
accessed through a debit card issued in the
name of the cardholder or proxy.

JUNIOR ACCOUNT is a savings account
opened in the child's name, which allows
frequent deposits and withdrawals without
losing the accumulated interest. Junior
account is available in RON, EUR, USD and
HUF. The interest rate is variable and is paid
according to the value tranches. Thus, the
higher the amount saved, the higher the
interest received by the customer. Junior
account types currently available at OTP
BANK ROMANIA are:

- Junior Start, for children under 14;

- Junior Plus, for teenagers between 14 and
18 years old. The customer also has the
possibility to use a Junior Plus debit card
attached to the account;

- Junior Max, created for young people
between the ages of 18 and 25. The
customer has the opportunity to use the

Junior Max debit card.

INVESTMENT FUNDS

* Investment Funds
» AST - Automatic Saving Tool

Investment funds. OTP BANK ROMANIA
offers a diversified investment funds offer,
both Romanian and foreign, managed

by: OTP Asset Management Romania, NN
Investment Partners, Franklin Templeton
Investments and Eurobank FMC LUX.

In order to meet customer's needs, in
March 2021 the bank diversified the

range of investment funds included in

the automatic savings tool, adding the
possibility of regular savings in investment
funds managed by NN Investment Partners,

Franklin Templeton Investments, and
Eurobank FMC - LUX, together with the
funds managed by OTP Asset Management
Romania, included until then in this service.

Starting with July 2021, OTP BANK ROMANIA
offers an improved experience to their
customers, by implementing the facility to
trade with investment funds directly from
the Internet Banking application, without
the need for any visit to the bank, once the

intermediation contract is signed.

AST - Automatic Savings Tool - is a flexible
service, which allows customers to set up

a reqular transfer of a certain amount of
money to the savings account, the term
deposit account or to make investments

in investment funds through the signed
contract, without having to go to the Bank

to order these transactions.

In this way, the client can begin to build a
portfolio of savings or investment products,
with minimal effort, in just a few steps. The
service is available in RON, USD and EUR
and can be opened both in the territorial
unit and through OTPdirekt. The frequency
of automatic transfers is very flexible, and
customers can set the frequency (expressed
in months or days) for each product selected
in the automatic saving service (junior
account, savings account, term deposit or

investment funds).

Starting with March 2021, the clients are

proactively informed by the bank, before
the date of execution of the order related
to the chosen saving product, regarding

the date and the amount to be invested.

The information is transmitted via SMS

messages.

TRANSACTIONAL PRODUCTS

* Current Account
+ Payment Account with Basic Services
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 "Privilege Banking"” Package
* OTP LejerPackage

« OTP pensionary Package

* Modular Structures

« OTP Express

At the end of 2021, OTP BANK ROMANIA
launched an exclusive package of products
and services, the "Privilege Banking"
Package, dedicated mainly to the customers
in the Private Banking segment, through
which customers have access to prestigious
services and facilities carefully built and
adapted to the requirements, in conditions
of maximum confidentiality, security and

efficiency.

«Privilege Banking"” Package brings
together several products and services:
current accounts, debit cards, digital
applications, including SMS Alerts - for

the use of which a number of benefits are
offered, such as: ZERO commission cash
withdrawal in RON and foreign currencies,
differentiated fees for payments in RON and
foreign currencies, intra and interbanking
payments. In addition, the package includes
benefits applied to time deposits and credit
products, as well as a preferential exchange
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rate for foreign exchange through the
OTPdirekt service.

«Privilege Banking"” Package is dedicated
to the customers with financial assets
greater than or equal to EUR 100,000.
Therefore, the package price is 0 (ZERO)
RON if in the month for which the
commission is calculated, the customer has
an average daily holding greater than or
equal to EUR 100,000 (or equivalent).

Current Account can be opened in RON,
EUR, USD, HUF, GBP, CHF, CAD, DKK, PLN,
AUD, JPY, NOK or SEK The customer can
attach a series of products or services to
the current account: Overdraft, Debit Card,
Direct Debit, OTPdirekt - Internet Banking,
SmartBankand SMS Alerts.

Basic Account with Payment Services - an
account that is used to perform one or more
payment transactions that are considered
basic. For the payment account with basic
services, the target market consists of its
own exclusive individuals, who do not hold
at the time of requesting a payment account

(including a payment account with basic

services) at any financial institution in Romania




(including OTP BANK ROMANIA) or which prove
that they have been notified to the financial
institution regarding the closure of the
accounts. Customers who can open payment
accounts with basic services are of two types:

+ Financially vulnerable customer - a
consumer whose monthly income does
not exceed the equivalent of 60% of the
average gross earnings per economy or
whose income in the last 6 months does
not exceed the equivalent of 60% of the
average gross earnings per economy
according to the last macroeconomic
forecasts for next year;

- Vulnerable customer - the consumer who

is not financially vulnerable.

OTP Lejer Package brings together several
products and services - current accounts,
debit card and OTPdirekt, including SMS
Alerts - for the use of which a number of
benefits are offered, such as: ZERO cash
withdrawal fee in RON no matter how many
withdrawals from any ATM in Romania,
ZERO payment processing commission

in RON on the Romanian territory, if it is
ordered through the OTPdirekt service. The
package was launched in November 2019
and includes many other ZERO commissions
and discounts on using the same product or
service but purchased separately from the
OTP Lejer package.

If the customer inflows RON 1,200 or more
in one of the accounts held with OTP BANK
ROMANIA and makes at least one payment
by card or debit card to POS or OTPdirekt
service, the package fee in that month
becomes ZERO.

Modular Structures represent a flexible
package consisting of a database of
banking products and services (a fixed
number of predefined products, e.g. debit
card, OTPdirekt, current account) and at
least one option (generally represented by
benefits for certain products) chosen by

the customer. Customers can activate any
option specific to the segment they belong
to and can keep it active for as long as they
want. This way, customers pay exactly what
they use, instead of buying more products
that they only partially use.

The OTP Pensioners package is a package
of products and services that includes
everything a senior client needs: a current
account in RON, an optional Mastercard
Flat debit card, free access to Internet
Banking (OTPdirekt and SmartBank), SMS
alerts (Account Control, Cotrol Card), free
withdrawals from OTP BANK ROMANIA
ATMs and two free withdrawals per month
from other Romanian ATMs.

During the whole period that the client collects
his/her pension at OTP BANK ROMANIA, he/she
benefits from ZERO monthly subscription fee,
otherwise, the cost of the OTP Pensioners package
is 5 RON per month.

Moreover, customers benefit from up to 10%
back on the money spent at the pharmacy,
for 12 months from the date of contracting
the package, and the amount received
monthly is up to 30 RON/month, according
to the Campaign Regulation. Those who
want to save, benefit from a bonus of 0.2%
p.p. on the deposit interest rate in RON.

The OTP Express Service allows individuals
and legal entities to make transfers (EUR,
USD and HUF) from accounts opened with
OTP BANK ROMANIA to accounts with OTP
Bank Plc or OTP group banks, in a very short
period of time and with advantageous costs.
There is no minimum transfer fee through
OTP Express. The time limit for making
payments through the OTP Express service
is: 16:00 for regular payments (beneficiary's
account is credited the next day) and 11:00
for urgent payments (beneficiary's account
is credited on the same day).
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LIFE INSURANCE to the classic death cover for any cause
(illness or accident), it also includes

Advanced Life Insurance in case of Serious the coverage of serious illnesses which

Health Disorders (ADVANCE). This product: consists in the Insurer bearing, within the

- has coverage specially designed for OTP insured amount, medical care in case of
BANK ROMANIA customers and their diagnosis with a serious condition;
families, offering the peace of mind that - Itis simple to understand and purchase,
in unforeseen situations they benefit from benefiting from the fixed monthly
financial protection; premium and the payment of insurance

- Itis differentiated from the products on premiums exclusively by direct debit.

the market by the fact that, in addition
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COMMERCIAL BANKING
DIRECTORATE

In 2022, the Commercial business
line recorded an increase with 12%
of the total loans volume and with
9% of number of active clients,
maintaining at the same time the
complex approach of the cross-
sell/ up-sell methods.

The year 2022 brought unexpected
challenges and extraordinary circumstances
for the business environment and the entire
society, as we still faced global pandemics
caused by the COVID-19 virus and the
economic crisis generated by the armed

conflict in Ukraine.

The Business Division offers comprehensive
financial solutions for private individuals,
self-employed entrepreneurs, small and
medium enterprises and large corporate.
Our priority is to offer the most efficient
financial solutions available, according

to the real needs. Our aim is to convert
simple relationships into strong, fruitful
partnerships, based on trust. With an
approach defined by responsibility,
sustainable performance and commitment
to a better understanding of our customers'
needs, OTP BANK ROMANIA is a reliable
partner in providing best quality financial
services for its customers:

- In 2022, we continued to be a solid
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partner of the IMM Invest Program/

IMM INVEST PLUS Program, with all its
components (IMM INVEST, AGRO IMM
INVEST, IMM PROD, GARANT CONSTRUCT,
INNOVATION), launched by the Romanian
Government based on the Government
Emergency Ordinance no. 24/2022 and
based on the Government Emergency
Ordinance no. 99/2022, taking into account
the success of the program IMM INVEST
(COVID 19 state aid scheme). We were

one of the first banks that granted loans
within the IMM Invest Program, since

we understood the emergency and the
necessity of standing by the Romanian
entrepreneurs in this ambitious Program.
Since its inception, we have intensely
promoted the IMM Invest program among
our clients because we understood

the benefits it brings to the business
environment and, most importantly, we
have reconfigured our internal structure
and increased our team so that we are able
to support the SME's segment as efficiently
as possible through specific solutions.

The ,IMM INVEST PLUS state aid scheme”
is a Government's program which has

as object granting subsidies as state aid
for the interests (without penalties or

due interest), risk fee, administration fee
and granting state guarantees for the
loans contracted by small and medium
enterprises and by small company

with mid-market capitalization and by



administrative territorial units, from

banking institutions.

The ,IMM INVEST PLUS state aid scheme”
with all its components is a viable solution
for companies that are facing a temporary
lack of liquidity or that need to adapt their
business plans to the particular evolution

of the business environment.

Approximately 25% of new loans sales in
2022 are granted within the IMM Invest/
IMM INVEST PLUS program.

- Considering the success of last year's
Black Friday campaign and in order
to promote the transactions through
the digital services and the brand
awareness, we developed a very
successful "Spring Friday"” campaign
in April 2022 and ,Black Friday"
campaign in November 2022. All the
clients that registered in the dedicated
landing page and met the criteria of
the campaign could benefit of: the
free of charge current accounts at the
bank, Internet Banking for one user
and Visa Business debit card, unlimited
number of inter-banking payments in
lei by Internet Banking and optionally,
one 1 POS / E-Commerce / Soft POS
terminal, for which a commission of
only 0.70% commission is applied to the
processing of transactions through POS
/ E-Commerce / Soft POS regardless of
turnover.

- Given the current context of rising
prices, including for food and utilities,
directly or indirectly caused by the
energy crisis and the war between Russia
and Ukraine, in order to sustain the
business environment and mainly the
businesses affected by the pandemics,
we have implemented the solutions as
per the Government Emergency Order
no. 90/2022, with all the subsequent
amendments. Customers with ongoing

loans, whose income was affected by

the situation generated by the current
crisis, determined directly or indirectly
by the energy crisis and the war between
Russia and Ukraine, had the possibility
to request rates deferral for a period
between Tand 9 months, in accordance
with Government Emergency Ordinance
no. 90/2022.

- At the same time, in 2022, besides the
specific projects of the Commercial
client category and measures taken to
support the businesses through the
difficult economic and social period, we
continued to place the agriculture at
the center of the OTP BANK ROMANIA
preoccupations. In this respect, starting
with 08.04.2022, we launched a new
agri product ,Ceiling for financing
agricultural crops”, in order to become a
top financial partner for Agro companies
in Romania, since the farmers are
becoming more and more familiar with
this type of facility, easy to manage, the
guarantees being similar to those used
by input distributors (surety, promissory
note, movable mortgage on insured
crops), so this product offers easy access
for farmers to inputs with better prices.

- Starting with 25.10.2022, OBR launched
the product "Triple SAPS prefinancing”,
in order to increase the number of Agri
clients and loan portfolio and to simplify
the pre-financing flow of the subsidies
due to the fact that a single request and
analysis will be made for three years pre-
financing.

The new proposed product "Triple SAPS

prefinancing” is in line with the Ministry

of Agriculture and Rural Development

strategy, in order to support the agri clients

and that will significantly increase OBR
image as Agri focused bank.

- In June 2022, OTP BANK ROMANIA
become a partner bank by concluding
the addendum at the Convention
with the Ministry of Economy,
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Entrepreneurship and Tourism, for the
support measures instituted by the
Government Emergency Ordinance no.
61/2022 regarding the grants from
external non-reimbursable funds for
the agro food sector. Therefore, we
have opened dedicated accounts and
distributed the funds for the eligible
companies and private entrepreneurs
according to the conditions of the
program.

- In the direction of increasing
digitalization, in 2022 we launched a
digital platform for 100% online Micro &
SME onboarding - covering 10 packages
of products and services. Thus, in a fully
online process, companies registered in
the RomanianTrade Registry and having
a unique shareholder, can perform, fully
online, KYC to become OBR clients and
open current accounts (in RON, EUR &
HUF), business card, Internet Banking &
POS (physical or softPOS or e-commerce).

We continued to align the products and
services of OTP BANK ROMANIA S.A.
dedicated to Commercial clients and private
entrepreneurs to the general digitalization
trends in order to provide the fastest and
most appropriate financing and operational
solutions through a various range of
alternative channels.

- In July 2022, OTP BANK ROMANIA S.A.
become a partner bank by concluding
the Convention with the Ministry of
Economy, Entrepreneurship and Tourism
regarding the implementation of the
National Programs for stimulating the
establishment and development of the
SMEs mentioned in article 25 * 1 LAW no.
346 of 14 July 2004.

The main objective of the National
Programs (Start-up Nation and Woman in
Tech) is to stimulate the establishment and
development of small and medium-sized
enterprises and to improve their economic
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performance/ economic growth, based on
digitalization, sustainable development,
innovation and entrepreneurship, job

creation etc.

Therefore for the program beneficiaries we
started to open dedicated accounts and

we will distribute the funds for the eligible
companies and private entrepreneurs
according to the conditions of the program.
A bridge loan can also be granted for pre-

financing these grants.

The clients, registered in the Commercial
Banking category continue to represent
a strategic segment for OTP BANK
ROMANIA S.A., and our efforts were
focused on supporting this segment
through continuous development and
improvement of the products and
services offered, highly professional
service, being consistent in the support
endeavour of the business environment and
entrepreneurship.

PRIVATE BANKING

OTP Group has a tradition of
more than 25 years in the Private
Banking field. The service was
first launched in Hungary, back
in 1995. Since that moment,

this business segment has been
permanently improved and

the success of this approach is
confirmed by continuous and
sustained growth in both number
of clients and assets under
management.

The international recognition highlights
our performance: this is the first time

OTP Private Banking was named the best
private banking service provider within the
Central and Eastern Europe region by the
internationally renowned Global Finance
Magazine. In the national awards category,



OTP Private Banking was also presented
with the Best Private Bank in Hungary

award for the fifth yearin a row.

Our local business benefits from the OTP
Group expertise in the Private Banking
field. The Private Banking activity in OTP
BANK ROMANIA was officially launched in
February 2008, as a service offered to high
net-worth clients. The main objective of
this activity is to increase the added value,
by creating a complete package, carefully
tailored and adapted to the characteristics
of each client.

In 2015, OTP BANK ROMANIA received the
award: "Bank of the Year on Private Banking
segment”, during a Gala organized by Piata
Financiara publication. The recognition
considered our local business successful
receipt: combining the most appropriate
investment and saving solutions, in

accordance to clients' financial profiles.

In 2022, Private Banking service was
addressed to customers who invest more
than EUR 100,000 in products offered by
OTP BANK ROMANIA.

An important aspect for the clients
included in the Private Banking category
is represented by the personalized
relationship between them and the
dedicated counsellor. In addition, clients
are members of a group that benefits from
products and services offered in accordance
to their profiles, objectives, needs and risk
tolerance. All these advantages provide
them a special statute. The package
includes a dedicated offer, flexible savings
and investment solutions, premium debit
and credit cards (Mastercard Gold and
Platinum, or Visa Gold), loan products and
non-financial facilities.

The Private Banking services of OTP BANK
ROMANIA were initially offered through a

singular banking unit. However, in order

to offer the Private Banking benefits to the
elite clients countrywide, regardless of their
location, we extended these services to all
territorial units.

Adapting to each client's individual profile
took an important role in the Private
Banking strategy. OTP BANK ROMANIA
collaborates with local and cross-border
asset management companies, in order

to offer clients a wide variety of financial
solutions, to satisfy their safety and capital
growth needs. Investors have the possibility
to access Romanian and international
markets in flexible conditions. Thus,
depending on client's financial needs and
objectives, we were able to offer them
adapted solutions, from extra safe savings
to riskier instruments.

As a result, Private Banking clients'

assets under management increased

by approximately 58% compared to the
reference year 2021.Consequently, there are
good premises for further development and

sustainable growth in the Private Banking

segment.
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LARGE CORPORATE DIRECTORATE

In 2022 Large Corporate
Directorate continue the strategy
of being an important contributor
to the Bank's performance. As a
reliable partner, Large Corporate
team is constantly concerned
with supporting the activity of

its customers by providing end-
to-end services for all their
banking needs, developing and
improving products and services
or customised financing solutions
that fully meet their current needs
and those of business growth.

During the year 2022 we have explored for
our Large corporate customers all of the
opportunities from Governmental programs
to agro financing and to syndicated loans in
different economic sectors:

- Syndicated loans registered a significant
increase, by 36% versus previous year,
which confirmed the trust of clients and
partner banks in the professionalism of
our team of specialists, participating not
only as agents but also as arrangers.

- Together with the partner institutions, we
upheld the financing of the agribusiness
sector by continuing to grant the product
that represents a real support for the
sector, the Loan for double pre-financing
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of the APIA SAPS subsidies, as well as
other range of subsidy pre-financing
products and dedicated investment loans
for acquisition of land or equipment.

- Financing granted to a brand of strategic
importance in the local energy sector that
strengthens our role in supporting the

local economy.

OTP BANK ROMANIA is committed to
finance a fair and gradual transition to a
low-carbon economy, while encouraging
responsible behaviours and increasing the

positive impact on society.

The Bank offers products that facilitate
the transition to a sustainable economy
and provide an opportunity to increase

sustainable investment.

Therefore, an important factor that
contributed to the increase in assets was
the project financing line with an emphasis
on supporting ecological projects,
photovoltaic and wind parks, BREEAM
accredited residential projects.

Our continuous efforts are aimed at
implementing effective solutions in order
to ensure our large corporate clients have
a positive experience from the moment
of onboarding to accessing our dedicated
financial solutions and benefit from



professional counselling of the experienced
Relationship Managers. In order to support
this segment of clients, we continue to align
the products to the general digitalization
trends. We focused on recalibrating the
existing products and business flows in
order to achieve our clients' expectations
and consolidate the partnerships with

our clients, built on a high level of
professionalism, trust and respect.

Our offer of complete and complex range of
cash management products and includes
a high degree of customization depending
on the need of each customer. Thus, in
order to increase the quality and timely
manner of servicing our customers, new
and more digitized tailor made solutions
and improvements for a series of large
corporate customers were implemented:
- the most complex cash management
solution of intra-Bank Cash Pooling,
a product that consists in the joint
administration of the liquidities from
the Bank accounts opened at OTP BANK
ROMANIA in different currencies, was
improved to be integrated in the Internet
Banking platform, in order for clients to
view the product and the consolidated
balance.
- dedicated collection and direct debit
solutions specific to certain utility
and software providers through
specific parameters according to their
requirements, development of new
communication channels for files
exchanges between the bank and
insurance companies, tailor-made
solution for specific cross-border services
MT101, MT940.

On the basis of the pandemic and post
pandemic economical challenges, some of
our clients were confronted with decreases
of the sales, temporary activity suspensions
or supply chain problems, affecting as well
their repayment capabilities or plans for

requesting new development loans.

Thus we have presented them with

important opportunities and tools in order

to support them and at the same time
conduct our operations in a responsible
manner:

- being an active playerin the
Governmental programs mainly through
IMM Invest / Agro IMM / Garant IMM
Invest Programms, Eximbank Covid
and Ukraine State Aid Programm, that
ensured financial continuity for both
investment and working capital financing
schemes.

- continuing to offer during 2022 the
possibility to postpone the repayment of
due rates both by applying the legislative

moratorium

In Large Corporate Directorate we believe
our differentiators are our sector expertise
and our people. We continued in 2022 to
focus on deepening client relationships and
growing the business with them.

In order to better understand our
fundamental corporate clients’ expectations
and standard, to develop a more customer
centric way of life, build competitive
advantages, increase the loyalty of our
clients and number of new clients, our Bank
joined other subsidiaries in the delivery

of the Group-wide Corporate CX survey

on the local market. Its results confirmed
the trust we enjoy among our clients,
confirming the long-term partnership
relations with us. At the same time, they
validated the expectations of our clients in
such a dynamic and challenging economic

environment.

Regarding the financial results, the Large
Corporate Directorate confirmed this
year as well the valuable contribution to
the bank's results despite the economic
challenges of this year.
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GLOBAL MARKETS

2022 did not lack in periods

of volatility on the local and
international financial markets.
The main event generating
extreme risk aversion was the war
between Russia and Ukraine.

So, the EUR RON exchange rate started
2022 around 4,95, and was quite stable
during the first part of the year, the trading
range being around 100 pips. Summer was
marked by an appreciation of the RON to
about 4,82 against the EUR, followed by an
evolution between 4,88 - 4,95 for the rest of
the year.

In 2022 the volatility of interest rate
instruments was quite high (yield of the
3M FX Swap derived rate varied between
3.50% p.a. and 12.50% p.a.), mainly due to
the war in Ukraine. NBR constantly raised
its monetary policy rate throughout 2022,
from a rate of 2% in January, to 6.75% in
November, in the context of an inflation
figure much higher than the upper bound
of the variation interval targeted by NBR
(1.50% - 3.50%). The local bond market saw,
in a similar manner, high volatility, the YTM
of the 10Y bond moved in a range of 400
basis points.

GDP remained on an increasing trend, after
the 5.90% advance in 2021. So, in 2022, GDP
grew by 4.70% vs a year before, reaching

a figure of 1410 billion RON. The current
account deficit reached alarming levels,
approximately 26 billion EUR, due to much
higher imports in relation to exports.

Public Debt reached 667 billion RON at the
end of 2022, dropping as a percentage in

GDP to 47.20%, versus 48.9% in 2021.

After reaching 2.60% in 2020 and 8.20% in

OTP Bank Romania Annual Report 2022

2021,2022 brought a sharp rising inflation
t0 16.37% at the end of the year.

The Government had as its main target
sustaining the economy, the labor force,

and measures of energy price control.

Although it was a year with significant
events influencing the business
environment, OTP BANK ROMANIA' s
Global Markets still managed to ensure a
proper, stable functioning and to reach and
exceed the set revenue goals (133% versus
target). This was mainly the result of a
great performance in Global Markets Sales
activity which, similarly to previous years,
represented the growth engine of Global

Markets revenues.

Main contributing factors leading to this
performance were the pro-active sales
approach, more active sales of the regional
dealers team and good cooperation with

the Bank's business lines.

In 2022 too, we have successfully answered
the requests coming from customers willing
to hedge their FX exposures from business
activity or interest rate exposures related to
their long term loans, by offering them the
hedging products they have requested.

Regarding Trading activity, we have
continued to deliver very good results

and managed to achieve 174% budget
realization for the Fixed Income and Money
Markets Desk, but also 103% for the Foreign
Exchange Desk. Our purpose is to develop
relationships with as many counterparties
as possible and to consolidate our position
as a well-known player in the local market.

These solid and beyond expectations
results for 2022 have only been possible
thanks to the constant hard work and
dedication of each member of our Global
Markets team proving high levels of



profassionalism.

(J .
O Otp Leasing
OTP Leasing Romania IFN S.A.

OTP Leasing Romania (OLR),
with over 15 years of experience
in the market, offers financial
leasing solutions to authorized
individuals and legal entities for
the purchase of cars, commercial
vehicles or equipment tailored
to each business sector. OTP
Leasing Romania finances all
business sectors, with a focus

in industries such as transport,
telecommunications, services,
agricultural production, medical,
and IT. Regarding the financing
area, the companies with which
OTP Leasing hail from areas

of the country, Bucharest, lasi,
Cluj, Brasov, Timisoara being the
predominant regions.

The company maintained an accelerated
pace of financing in 2022 and achieved
a solid financial performance, with
increases in both customer portfolio
and new financed volumes. The main
sectors financed were agriculture, trade,
construction, and road transport.

With a business strategy built around

the pillars of digital transformation (self-
service, paperless, agility), the company
continued to invest in platform upgrades
and new IT applications for both customers
and the team. All these investments

are intended to transform the services
dedicated to customers and make the
applications available 24/7.

The digital projects started in the previous
year, Webleasing and the online enrolment
platform & electronic signature, continued

to be a priority. Webleasing is a platform
designed for internal teams (Sales, Sales
Support, Approvals and Compliance) and
partners of the company, enabling offers,
verifications, and approvals to be carried
outin ashort time and with improvements
on the user flow. It has maintained
integrations with external platforms that
allow instant responses for the corporate
finance lease offer and approval workflow.
The online enrollment platform allows
sales teams and customers to quickly verify
and sign documents for the bidding flow
and sign contracts. On this signing stream,
customers and partners receive free digital
certificates for leasing documents to be
signed electronically.

OTP Leasing has invested in strategic
partnerships, providing tailored financing
solutions succeeding in making a
significant contribution to the transition to
a green environment, especially through
the financing of electric and hybrid
vehicles.

In 2022, OTP Leasing celebrated 15 years
since its establishment on the local market
and marked the moment by launching

an anniversary podcast with customers,
partners, team members and an employer
branding campaign, with a focus on the
OLR team.

The podcast about leasing and success
stories was designed as a carousel of
fresh ideas from the business world, seen
through the eyes of entrepreneurs and
specialists in the field. It contains a series of
5 mini-interviews through which listeners
will find answers to the most common
questions about leasing, what this type
of financing means, what benefits local
businesses have, but also how they have
grown and what challenges companies
have encountered during this period.

Through communication campaigns, 15
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colleagues were the face of the company in
the public materials promoted during the
anniversary period, thus underlining the
importance that the team has in the success
and longevity of OTP Leasing.

@ otp consulting

OTP Consulting

GOTP Consulting Romania SRL
was established in 2007 by OTP
Bank Romania and the Hungarian
consultancy company OTP
Hungaro Project. Since then,
the company has been through
an important and continuous
development and due to its
flexible approach and extensive
set of skills it provides clients
with the high-quality business
value they need.

The wide range of services provided by

the company cover financial advisory
services, local development consultancy
and business and treasury consulting,
offering complex development solutions for
companies and local authorities, including
trainings and technical assistance, support
in identifying new projects and financing
sources for these, consultancy services in
drawing up different projects, as well as

project management services.

In collaboration with local authorities,
OTP Consulting Romania implemented
more than 20 projects with the theme of
environmental protection, especially in the
area of water and wastewater and other
wastes.

The quality of its consultants is the
cornerstone of the company s ability to
serve its clients, leading the company also
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in 2022 to a large number of successful
projects.

Also, in partnership with NGOs (LAM
Foundation and AGROSIC), OTP Consulting
Romania developed a truly innovative
concept for small manufacturers in order
to develop their food industry marketing,
brand share, to sell products online and
through a special weekly market.

In addition, the small manufacturers
receive consulting services and training
to acquire the necessary knowledge to hit
the market.

OTP Consulting Romania is a partner of
EBRD through BAS Business Advisory

Service program.

The Project, prepared by OTP Consulting
Romania for an agriculture company, was
promoted as BEST PRACTICE by EBRD.

In 2022, OTP Consulting successfully
implemented three European-funded
projects in partnership with the Romanian
Chamber of Commerce, with a total value
of over 10 million euros, under the Human
Capital Operational Program (POCU).

- "FIA" Project "Become Entrepreneur
at Home! Invest in your future!”,
in partnership with the Chamber of
Commerce of Romania and the League of
Romanian Students Abroad (LSRS), with
a total budget of 1,7 million Euro, aims
to: inform more than 10,000 Romanians
in the Diaspora about opportunities in
the field of entrepreneurship, to develop
an entrepreneurial training program for
at least 220 Romanian trainees in the
diaspora. The 22 best business plans were
selected for funding of max. 40,000 EUR.
The aim of the project was to facilitate/
support the return of Romanians from the

diaspora back home;



- The Sustainable Entrepreneurship
Project in the Center Region, launched
in partnership with the Chamber of
Commerce of Romania, aimed to support
entrepreneurial initiatives to develop
the economic environment and increase
employment in the Center region of
Romania;

- SMART StartUP project. Innovative and
Sustainable Entrepreneurship in the
South Muntenia Region was launched
in partnership with the Chamber of
Commerce of Romania and in order
to support entrepreneurial initiatives
to develop the economic environment
and increase employment in the South
Muntenia region.

New projects

During 2022, the company started the
implementation of 3 new POCU projects
with social impact:

- "AID4NEETs", the interventions within
the project include, but are not limited
to, the registration of over 1,000
young people in the NEETs category
to become beneficiaries of training,
mediation, entrepreneurship, support for
entrepreneurial initiatives by selecting
the best 30 business plans;

- "AIS - Innovative Entrepreneurship
for Students AIS", the project lasts
30 months and aims to encourage
entrepreneurship among students and
generate 20 businesses in the 7 least
developed regions of Romania, and has a
total budget of 2 million;

- "SIA - Innovative students, future
entrepreneurs" The project lasts
30 months and aims to encourage
entrepreneurship among students and
generate 20 businesses in the 7 least
developed regions of Romania and has a
total budget of 2 million euros.

Also, during 2022, OTP Consulting

Romania signed new consultancy

contracts for the elaboration and

management of projects under various

financing programs:

- Investments in agricultural holdings;

- Agriculture and rural development;

- Investments related to cultural heritage
protection;

- Urban development;

- Development strategies and economic
analysis.

Achievements 2022:

- Customer orientation. The OTP
Consulting Romania team adopts a
positive attitude in terms of customer
service and keeps customers interested
and involved, listening to them,
identifying their needs and innovating to
offer the best solutions;

- Unity and ambition to succeed. The OTP
Consulting Romania team has made
continuous efforts to attract new clients,
obtain new contracts and to submit 9
POCU projects in areas such as: student
entrepreneurship, qualification and
employment of young NEETSs, social

economy support and digital staff
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training;

- Strategic partnerships;

- Human capital development;

- Increasing productivity and efficiency
within the company.

OTP Consulting Romania supports
the innovative start-ups and the

entrepreneurial spirit of Romanians.

@ otp Advisors

OTP Advisors S.R.L.

OTP Advisors S.R.L. started its
activity in July 2007, under the
name of OTP Broker Pensii Private
S.R.L. At that time OTP Broker
Pensii Private S.R.L. managed
the contracts of the private
pension fund that was owned by
OTP Bank Romania. Starting July
2008, the activity was extended
to promoting and distributing
banking products and services
offered by OTP Bank Romania.
The name of the company was
changed to OTP Broker de
Intermedieri Financiare SRL.
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In 2012, the company went through a
rebranding process and became OTP
Advisors S.R.L., a team of financial advisors
focused on providing first class tailor made
financial services for private individuals in

Romania, focusing on loans.

The sole and later on the majority
shareholder of OTP Advisors S.R.L. was OTP
Bank Romania, member of OTP Group. In
2020, the ownership structure was changed
and since 2020, October, OTP Bank became
the unique shareholder of the Company.

The sales diversification continued as
many new products of OTP Bank Romania
were added to the sales palette (besides
mortgage loans and personal loans with
mortgage, accounts, packages for private
individuals and credit packages, current
account sales for SME and Micro). One
strategic goal was to develop mortgage
sales for surpassing personal loan sales.
(90%-+ of the Company's revenues come
from sales intermediation of Personal Loan
and Mortgage loans for private individuals

account)

OTP Advisors S.R.L. developed a national
network covering all the main cities of the
country: Bucuresti, Ploiesti, Pitesti, Cluj,



Targu Mures, Brasov, Timisoara, Oradea,
Sibiu, lasi, Bacau, Constanta, Arad, Craiova.

2020-2021 were years heavily influenced
by the Covid pandemic. In the beginning
of the lockdown period the activity almost
annulled, but later sales bounced back
and even surpassed former levels, due to

changed customer behaviour.

2022 was an ambiguous year: first half was
booming (still benefiting from the recovery
after Covid and the owner's ambition for
growing its market share). The economic
climate, environment dramatically
changed (worsened) by the 2nd semester.
OTP Advisors S.R.L. suffered from market
decrease (loan demand decreased heavily),
significant interest rates growth and
tightened lending conditions. The strategy
was changed from growth to adaption (cost
control and cut, streamlining - including
staff). Efforts were made to slow down
sales decrease of loans, deposit sales were
introduced and customer acquisition for
accounts was put into focus in accordance
with the changed strategy of the unique

shareholder. Internally, one major aim was

to keep good (sales) staff and to prevent
the deterioration of the sales network as
much as possible, in preparation for better
market conditions. The company tried to
offset the revenue decrease of its sales

force even at the price of "tolerating” losses.

In 2022, the share of OTP Advisors S.R.L.
from the total sales of the Bank was really
significant: 28.4% of personal loans and
20.5% of mortgage loans.

® otp Asset Management

OTP Asset Management Romania
SAI S.A.

OTP Asset Management Romania
was founded in 2007, becoming
operational in April 2008. In 2022,
the company celebrated its 15th
anniversary.

The company positioned on the local
market as an innovative, dynamic,

performance-oriented and customer-

centred player. The company's mission is to
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create long-term value and to continuously

implement new investment opportunities
forits customers. The company is dedicated
to providing a high level of performance
and excellent services compared to the
competition. Ranked the 6th player on the
local market, the company has assets under
management of RON 515 million and has
14,256 individual and institutional clients.
Through the products offered, clients can
diversify their investment portfolio in a
broad range of asset classes, such as:
equities and bonds, in different sectors of
activity such as energy, financial, IT&C, real-
estate, capturing the opportunities from
the financial markets, ESG investments
that promote environmental and social
characteristics, as well as T-bills or
deposits. As part of the strategy to increase
financial education among customers,

the company continued to promote and
implement automatic savings programs,
these proving to be a good saving tool,
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especially in periods of financial market

volatility.

OTP Asset Management Romania manages

11 open ended funds, as follows:

- OTP AvantisRO Class L and Class E (equity
fund, RON, EUR);

- OTP Expert Class L and Class E (equity
fund, RON, EUR);

- OTP Innovation Class L and Class E (equity
fund, RON, EUR);

- OTP Real Estate & Construction Class L
and Class E (diversified fund, RON, EUR);

- OTP Global Mix Class L and Class E (multi-
asset fund, RON, EUR);

- OTP Premium Return Class L and Class E
(Absolute-Return fund, RON, EUR);

- OTP Dinamic Class L and Class E
(Absolute-Return fund, RON, EUR);

- OTP Dollar Bond (bond fund, USD);

- OTP Euro Bond (bond fund, EUR);

- OTP Obligatiuni Class R and Class | (bond
fund, RON);

- OTP ComodisRO (short bond fund, RON).
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Note la situatiile financiare individuale pentru anul incheiat la 31 decembrie 2019

In April 2022, OTP Asset Management
Romania launched OTP Innovation, the first
open ended fund designed and managed
in Romania that promotes environmental
and social characteristics (ESG) in
accordance with the provisions of art. 8

of EU Reg 2088/2019. As an equity fund,
OTP Innovation has exposure in companies
that invest significantly in Research and
Development (R&D) and is available to
clients in lei and euro. In August, the
company launched the euro class for the
equity fund, OTP Expert, so customers can
now invest in this fund also in euro, and
lei, depending on the currency they have
available. In 2022, OTP Asset Management
Romania was authorized by the Financial
Supervisory Authority to manage individual
investment portfolios, thus offering clients
the opportunity to hold customized,
discretionary portfolios.

During the past 9 years, the company

has been actively involved in projects
dedicated to increasing the level of financial
education of the population together
with partners such as Bucharest Stock
Exchange, OTP Bank Romania Foundation
or the Financial Supervisory Authority.
OTP Asset Management Romania was
awarded a special prize for financial
education, granted by the Financial
Supervision Authority for the involvement
in most financial education initiatives and
partnerships (within the 3rd Gala of the
EduFin Awards 2019).

During its 15 years of existence, the
company has grown steadily, the centre of
its preoccupation stands the customer and
his needs, which is why, during this entire
period, it has received recognition from
stakeholders (professional associations,
stock market, specialized press, authorities)
through 20 awards for performance and

innovation. All the more so in a post-

pandemic context, caused by SARS-CoV-2,

the company is constantly communicating
with its clients and is taking steps towards
a digitalized access to the services offered,
within the current legal framework.

@ Otp Factoring

OTP Factoring S.R.L.

OTP Factoring S.R.L. OTP Factoring
was founded in 2009, as a
member of OTP Bank Group, and
has as its main activity the debt
management of the receivables
portfolios acquired from different
Banking and Non-Banking
Financial Institutions.

Starting with 2012, the company became

one of the best performing on the Romanian
market in the field of Debt Management. The
registered office of OTP Factoring Romania

is located on Nicolae Caramfil Street no

71-73, Bucharest, District 1. OTP Factoring's
mission is to be helpful toward their clients
and offer them support in solving their
financial issues. This is why they treat each
case individually, and thus are to provide the
best solutions, even in the case of a forced
foreclosure. OTP Factoring is also a member
of the Association for Management of Trade
Receivables (AMCC), whose purpose is to
promote a healthy business environment and
to protect the management activities of the
receivables' trade in specific ways. With help
from OTP Factoring, OTP Group's financial
market is growing. Using positive, reasonable
and realistic collection techniques, through
commitment solutions unique in Romania,
the Romanian clients are helped to financially
rehabilitate. Also, professional legal solutions
are offered, which ensures the settlement of
debts by clients.
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

IFRS Report of the main foreign subsidiaries of OTP Group
According to the English version summary of the 2022 Business Report of the Board of Directors

MAIN FINANCIAL INDICATORS OF OTP BANK ROMANIA SA

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 4,253 3,071 -28%
Income tax -l444 -649 -55%
Profit before income tax 5,697 3,720 -35%
Operating profit 8,937 17,384 95%
Total income 46,699 62,596 34%

Net interest income 36,270 53,560 48%

Net fees and commissions 4,143 4743 14%

Other net non-interest income 6,285 4,293 -32%
Operating expenses -37,762 -45,212 20%
Total provisions -3,240 -13,663 322%
Provision for impairment on loan losses -6,821 -11,094 63%
Other provision 3,581 -2,569 -172%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-o0-Y
Total assets 1,438,484 1,687,581 17%
Gross customer loans 1,035,400 1,228,254 19%
Gross customer loans (FX-adjusted) 1,124,925 1,228,254 9%
Stage 1+2 customer loans (FX-adjusted) 1,060,750 1,163,986 10%
Retail loans 544,295 565,119 4%
Corporate loans 465,996 535,591 15%
Leasing 50,460 63,276 25%
Allowances for possible loan losses -54,780 -62,442 14%
Allowances for possible loan losses (FX-adjusted) -59,721 -62,442 5%
Deposits from customers 830,717 998,452 20%
Deposits from customers (FX-adjusted) 899,056 998,452 1%
Retail deposits 474,446 593,046 25%
Corporate deposits 424,61 405,406 -5%
Liabilities to credit institutions 402,553 446,641 1%
Total shareholders' equit 164,914 181,206 10%
Loan Quality 2021 2022 Y-0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 826,518 990,307 20%
Stage 1loans under IFRS 9/gross customer loans 79.8% 80.6% 0.8%p
Own coverage of Stage 1loans under IFRS 9 1.0% 11% 0.1%p
Stage 2 loan volume under IFRS 9 (in HUF million) 150,038 173,679 16%
Stage 2 loans under IFRS 9/gross customer loans 14.5% 14.1% -0.4%p
Own coverage of Stage 2 loans under IFRS 9 8.4% 9.6% 1.2%p
Stage 3 loan volume under IFRS 9 (in HUF million) 58,844 64,268 9%
Stage 3 loans under IFRS 9/gross customer loans 5.7% 52% -0.5%p
Own coverage of Stage 3 loans under IFRS 9 57.5% 54.1% -3.4%p
Provision for impairment on loan losses/average gross loans 0.74% 0.93% 0.19%
90+ days past due loan volume (in HUF million) 35,921 37,091 3%
90+ days past due loans/gross customer loans 3.5% 3.0% -0.4%p
Performance Indicators 2021 2022 Y-o0-Y
ROA 0.3% 0.2% -0.2%p
ROE 3.0% 1.8% -1.3%p
Total income margin 3.75% 3.86% 0.1%p
Net interest margin 2.92% 3.31% 0.39%p
Operating costs / Average assets 3.04% 2.79% -0.24%p
Cost/income ratio 80.9% 72.2% -8.6%p
Net loans to deposits (FX-adjusted) 118% 7% -2%p
FX rates (HUF) 2021 2022 Y-o-Y
HUF/RON (closing) 74.6 809 8%
HUF/RON (average) 72.8 79.4 9%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF DSK GROUP (BULGARIA)

Main components of P&L account in HUF million 2021 2022 Y-o-Y
Adjusted profit after tax 76,790 119,885 56%
Income tax -8,454 -12,680 50%
Profit before income tax 85,244 132,565 56%
Operating profit 106,241 142,383 34%
Total income 178,470 230,834 29%

Net interest income 112,869 145,461 29%

Net fees and commissions 54,508 68,755 26%

Other net non-interest income 11,093 16,618 50%
Operating expenses -72,230 -88,451 22%
Total provisions -20,997 -9,819 -53%
Provision for impairment on loan losses -18,938 -10,992 -42%
Other provision -2,059 1,173 -157%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-o0-Y
Total assets 4,627,132 5946,815 29%
Gross customer loans 2,922,886 3,584,751 23%
Gross customer loans (FX-adjusted) 3,171,029 3,584,751 13%
Stage 1+2 customer loans (FX-adjusted) 2974782 3,458,387 16%
Retail loans 1,745,525 2,003,486 15%
Corporate loans 1,006,603 1,176,069 7%
Leasing 222,654 278,832 25%
Allowances for possible loan losses -193,180 -154,361 -20%
Allowances for possible loan losses (FX-adjusted) -209,550 -154,361 -26%
Deposits from customers 3,785,300 4,893,078 29%
Deposits from customers (FX-adjusted) 4.117,637 4,893,078 19%
Retail deposits 3,633,302 4,012,224 10%
Corporate deposits 484,334 880,854 82%
Liabilities to credit institutions 86,606 152,193 76%
Total shareholders' equit 699,375 779,095 1%
Loan Quality 2021 2022 Y-o-Y
Stage 1loan volume under IFRS 9 (in HUF million) 2,454,806 3177291 29%
Stage 1loans under IFRS 9/gross customer loans 84.0% 88.6% 4.6%p
Own coverage of Stage 1loans under IFRS 9 1.0% 1% 0.0%p
Stage 2 loan volume under IFRS 9 (in HUF million) 287157 281,096 2%
Stage 2 loans under IFRS 9/gross customer loans 9.8% 7.8% -2.0%p
Own coverage of Stage 2 loans under IFRS 9 15.5% 16.0% 0.5%p
Stage 3 loan volume under IFRS 9 (in HUF million) 180,922 126,364 -30%
Stage 3 loans under IFRS 9/gross customer loans 6.2% 3.5% -2.7%p
Own coverage of Stage 3 loans under IFRS 9 68.2% 60.2% -8.0%p
Provision for impairment on loan losses/average gross loans 0.70% 0.33% -0.38%p
90+ days past due loan volume (in HUF million) 14,362 65,240 -43%
90+ days past due loans/gross customer loans 3.9% 1.8% -2.1%p
Performance Indicators 2021 2022 Y-o0-Y
ROA 1.8% 2.3% 0.5%p
ROE 11.8% 16.7% 4.8%p
Total income margin 4.07% 4.10% 0.34%p
Net interest margin 2.58% 2.78% 0.20%p
Operating costs / Average assets 1.65% 1.69% 0.04%p
Cost/income ratio 40.5% 38.3% -2.2%p
Net loans to deposits (FX-adjusted) 72% 70% -2%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/BGN (closing) 188.7 204.6 8%
HUF/BGN (average) 183.3 2001 9%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF OTP BANKA HRVATSKA (CROATIA)

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 33,448 42,801 28%
Income tax -7,618 -9,294 22%
Profit before income tax 41,065 52,095 27%
Operating profit 43,422 49,013 13%
Total income 88,736 102,042 15%

Net interest income 60,933 70,547 16%

Net fees and commissions 18,183 24,692 36%

Other net non-interest income 9,619 6,803 -29%
Operating expenses -45,313 -53,029 17%
Total provisions -2,357 3,082 -231%
Provision for impairment on loan losses 1,767 7,102 302%
Other provision -4,124 -4,020 -3%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 2,576,445 3,224,955 25%
Gross customer loans 1,811,376 2,263,825 25%
Gross customer loans (FX-adjusted) 1,962,890 2,263,825 15%
Stage 1+2 customer loans (FX-adjusted) 1,806,394 2,152,201 19%
Retail loans 948,625 1,075,342 13%
Corporate loans 732,670 928,717 27%
Leasing 125,100 148,142 18%
Allowances for possible loan losses -109,575 -108,490 -1%
Allowances for possible loan losses (FX-adjusted) -118,703 -108,490 -9%
Deposits from customers 1,899,671 2,381,977 25%
Deposits from customers (FX-adjusted) 2,065,327 2,381,977 15%
Retail deposits 1,541,549 1,777,094 15%
Corporate deposits 523,778 604,883 15%
Liabilities to credit institutions 228,733 337,047 47%
Total shareholders' equit 351,023 390,583 1%
Loan Quality 2021 2022 Y-o0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 1,448,458 1,886,633 30%
Stage 1loans under IFRS 9/gross customer loans 80.0% 83.3% 3.4%p
Own coverage of Stage 1loans under IFRS 9 0.6% 0.5% 0.0%p
Stage 2 loan volume under IFRS 9 (in HUF million) 218,754 265,568 21%
Stage 2 loans under IFRS 9/gross customer loans 121% Nn7% -0.3%p
Own coverage of Stage 2 loans under IFRS 9 5.9% 7.3% 1.4%p
Stage 3 loan volume under IFRS 9 (in HUF million) 144,163 M,624 -23%
Stage 3 loans under IFRS 9/gross customer loans 8.0% 4.9% -3.0%p
Own coverage of Stage 3 loans under IFRS 9 61.4% 70.6% 9.2%p
Provision for impairment on loan losses/average gross loans -0.11% -0.34% -0.23%p
90+ days past due loan volume (in HUF million) 73,826 71,800 3%
90+ days past due loans/gross customer loans 4% 3.2% -0.9%p
Performance Indicators 2021 2022 Y-0-Y
ROA 1.4% 1.5% 0.1%p
ROE 10.0% N.4% 1.4%p
Total income margin 373% 3.51% -0.22%p
Net interest margin 2.56% 2.43% -0.13%p
Operating costs / Average assets 1.90% 1.83% -0.08%p
Cost/income ratio 51.1% 52.0% 0.9%p
Net loans to deposits (FX-adjusted) 89% 90% 1%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/HRK (closing) 491 531 8%
HUF/HRK (average) 47.6 497 4%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF OTP BANK SERBIA

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 32,104 36,873 15%
Income tax -3,610 -6,118 69%
Profit before income tax 35,714 42991 20%
Operating profit 40,754 58544 44%
Total income 83,494 104,524 25%
Net interest income 62,497 76,635 23%
Net fees and commissions 14,410 17,954 25%
Other net non-interest income 6,586 9,934 51%
Operating expenses -42,740 -45,980 8%
Total provisions -5,040 -15,553 209%
Provision for impairment on loan losses -387 -14,422
Other provision -4,653 -1,131 -76%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 2,224,715 2,708,993 22%
Gross customer loans 1,715,347 2,038,480 19%
Gross customer loans (FX-adjusted) 1,861,471 2,038,480 10%
Stage 1+2 customer loans (FX-adjusted) 1,807,788 1,986,879 10%
Retail loans 854,137 907,047 6%
Corporate loans 861,573 979,896 14%
Leasing 92,078 99,935 9%
Allowances for possible loan losses -44,587 -62,386 40%
Allowances for possible loan losses (FX-adjusted) -48,412 -62,386 29%
Deposits from customers 1,238,864 1,551,143 25%
Deposits from customers (FX-adjusted) 1,347,720 1,551,143 15%
Retail deposits 816,861 867,997 6%
Corporate deposits 530,860 683,146 29%
Liabilities to credit institutions 584,453 682,615 7%
Total shareholders' equit 306,630 358,120 7%
Loan Quality 2021 2022 Y-o0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 1,542,170 1,764,677 14%
Stage 1loans under IFRS 9/gross customer loans 89.9% 86.6% -3.3%p
Own coverage of Stage 1loans under IFRS 9 0.7% 0.9% 0.2%p
Stage 2 loan volume under IFRS 9 (in HUF million) 123,754 222,202 80%
Stage 2 loans under IFRS 9/gross customer loans 7.2% 10.9% 3.7%p
Own coverage of Stage 2 loans under [FRS 9 6.1% 7.0% 0.9%p
Stage 3 loan volume under IFRS 9 (in HUF million) 49,423 51,601 4%
Stage 3 loans under IFRS 9/gross customer loans 2.9% 2.5% -0.3%p
Own coverage of Stage 3 loans under IFRS 9 53.6% 59.8% 6.2%p
Provision for impairment on loan losses/average gross loans 0.02% 0.74% 0.71%p
90+ days past due loan volume (in HUF million) 33,405 34,516 3%
90+ days past due loans/gross customer loans 1.9% 1.7% -0.3%p
Performance Indicators 2021 2022 Y-o0-Y
ROA 1.6% 1.5% -0.1%p
ROE N.4% 10.9% -0.5%p
Total income margin 4.07% 4.14% 0.06%p
Net interest margin 3.05% 3.03% -0.02%p
Operating costs / Average assets 2.09% 1.82% -0.27%p
Cost/income ratio 51.2% 44.0% -71.2%p
Net loans to deposits (FX-adjusted) 135% 127% -1%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/RSD (closing) 31 34 9%
HUF/RSD (average) 3.0 32 5%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF SKB BANKA (SLOVENIA)

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 16,822 23,860 42%
Income tax -3,838 -5,710 49%
Profit before income tax 20,660 29,570 43%
Operating profit 19,595 24,046 23%
Total income 42,354 51,403 21%

Net interest income 27673 33,688 22%

Net fees and commissions 13,258 15416 16%

Other net non-interest income 1,423 2,299 61%
Operating expenses -22,759 -27,357 20%
Total provisions 1,065 5523 419%
Provision for impairment on loan losses 1,819 7,048 287%
Other provision -754 -1,525 102%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 1,433,206 1,790,944 25%
Gross customer loans 984,605 1,204,641 22%
Gross customer loans (FX-adjusted) 1,068,248 1,204,641 13%
Stage 1+2 customer loans (FX-adjusted) 1,054,104 1,190,453 13%
Retail loans 516,522 552,741 7%
Corporate loans 356,531 451,536 27%
Leasing 181,051 186,177 3%
Allowances for possible loan losses 16,271 -14,637 -10%
Allowances for possible loan losses (FX-adjusted) -17,658 -14,637 -17%
Deposits from customers 1,213,698 1,466,625 21%
Deposits from customers (FX-adjusted) 1,318,022 1,466,625 1%
Retail deposits 972,768 1,053,881 8%
Corporate deposits 345,254 412,744 20%
Liabilities to credit institutions 15,565 68,172 338%
Total shareholders' equit 179,515 194,843 9%
Loan Quality 2021 2022 Y-0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 846,646 1,062,588 26%
Stage 1loans under IFRS 9/gross customer loans 86.0% 88.2% 2.2%p
Own coverage of Stage 1loans under IFRS 9 0.3% 0.2% -0.1%p
Stage 2 loan volume under IFRS 9 (in HUF million) 124,932 127,866 2%
Stage 2 loans under IFRS 9/gross customer loans 12.7% 10.6% -2.1%p
Own coverage of Stage 2 loans under IFRS 9 5.0% 2.4% -2.6%p
Stage 3 loan volume under IFRS 9 (in HUF million) 13,027 14,188 9%
Stage 3 loans under IFRS 9/gross customer loans 1.3% 12% -0.1%p
Own coverage of Stage 3 loans under IFRS 9 56.1% 68.4% 12.2%p
Provision for impairment on loan losses/average gross loans -0.20% -0.61% -0.42%p
90+ days past due loan volume (in HUF million) 4,353 5,831 34%
90+ days past due loans/gross customer loans 0.4% 0.5% 0.0%p
Performance Indicators 2021 2022 Y-0-Y
ROA 12% 1.5% 0.3%p
ROE 10.0% 12.8% 2.8%p
Total income margin 313% 3.25% 0.12%p
Net interest margin 2.04% 2.13% 0.09%p
Operating costs / Average assets 1.68% 1.73% 0.05%p
Cost/income ratio 53.7% 53.2% -0.5%p
Net loans to deposits (FX-adjusted) 80% 81% 1%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/EUR (closing) 369.0 400.3 8%
HUF/EUR (average) 358.5 384.9 7%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF OTP BANK UKRAINE

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 39,024 -15922 -141%
Income tax -8,242 -2,718 -67%
Profit before income tax 47,266 -13,204 -128%
Operating profit 54,760 79,863 46%
Total income 83,567 110,805 33%
Net interest income 62,051 90,007 45%
Net fees and commissions 14,494 12,673 -13%
Other net non-interest income 7,022 8,125 16%
Operating expenses -28,806 -30943 7%
Total provisions -7,494 -93,067
Provision for impairment on loan losses -5,827 -90,836
Other provision -1,667 -2,231 34%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 983,557 1,048,713 7%
Gross customer loans 662,173 529,644 -20%
Gross customer loans (FX-adjusted) 633,775 529,644 -16%
Stage 1+2 customer loans (FX-adjusted) 594,212 433520 -27%
Retail loans 99,019 48,530 -51%
Corporate loans 328,662 264,425 -20%
Leasing 166,531 120,565 -28%
Allowances for possible loan losses -47,830 -115,754 142%
Allowances for possible loan losses (FX-adjusted) -45,370 -115,754 155%
Deposits from customers 671,002 783,009 7%
Deposits from customers (FX-adjusted) 645,296 783,009 21%
Retail deposits 273,594 302,960 1%
Corporate deposits 371,702 480,049 29%
Liabilities to credit institutions 15,714 108,678 -6%
Total shareholders' equit 159,756 122,493 -23%
Loan Quality 2021 2022 Y-o0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 576,876 219,078 -62%
Stage 1loans under IFRS 9/gross customer loans 87.1% 41.4% -45.8%p
Own coverage of Stage 1loans under IFRS 9 1.9% 21% 0.2%p
Stage 2 loan volume under IFRS 9 (in HUF million) 43,707 214,442 391%
Stage 2 loans under IFRS 9/gross customer loans 6.6% 40.5% 33.9%p
Own coverage of Stage 2 loans under IFRS 9 18.5% 18.1% -0.4%p
Stage 3 loan volume under IFRS 9 (in HUF million) 41,590 96,124 131%
Stage 3 loans under IFRS 9/gross customer loans 6.3% 18.1% N.9%p
Own coverage of Stage 3 loans under IFRS 9 69.6% 75.3% 5.7%p
Provision for impairment on loan losses/average gross loans 1.09% 14.01% 12.92%p
90+ days past due loan volume (in HUF million) 21,914 42,776 95%
90+ days past due loans/gross customer loans 3.3% 8.1% 4.8%p
Performance Indicators 2021 2022 Y-o0-Y
ROA 4.7% -1.6% -6.3%p
ROE 28.8% -12.4% -41.1%p
Total income margin 10.06% 10.92% 0.86%p
Net interest margin 7.47% 8.87% 1.40%p
Operating costs / Average assets 3.5% 3.0% -0.4%
Cost/income ratio 34.5% 27.9% -6.5%p
Net loans to deposits (FX-adjusted) 91% 53% -38%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/UAH (closing) 19 10.2 -14%
HUF/UAH (average) n1 n5 %
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF OTP BANK RUSSIA

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 37,624 42,548 13%
Income tax -9,690 -3,632 -63%
Profit before income tax 47,313 46,179 -2%
Operating profit 62,368 98,137 57%
Total income 118,158 178,494 51%
Net interest income 91,364 118,004 29%
Net fees and commissions 25,728 35,251 37%

Other net non-interest income 1,066 25,239
Operating expenses -55,790 -80,357 44%
Total provisions -15,055 -51,958 245%
Provision for impairment on loan losses -13,075 -51,046 290%
Other provision -1,979 911 -54%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 799,965 1,029,721 29%
Gross customer loans 753,373 784,958 4%
Gross customer loans (FX-adjusted) 891,162 784,958 -12%
Stage 1+2 customer loans (FX-adjusted) 789,349 661,999 -16%
Retail loans 642,680 624,932 -3%
Corporate loans 146,669 37,067 -75%
Leasing -131,878 -173,105 31%
Allowances for possible loan losses -155,970 -173,105 1%
Allowances for possible loan losses (FX-adjusted) 411,633 576,865 40%
Deposits from customers 484,763 576,865 19%
Deposits from customers (FX-adjusted) 362,735 341,554 -6%
Retail deposits 122,028 235,311 93%
Corporate deposits 85,485 49774 -42%
Liabilities to credit institutions 8,842 8,264 1%
Total shareholders' equit 240,724 306,304 27%
Loan Quality 2021 2022 Y-0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 576,404 570,949 -1%
Stage 1loans under IFRS 9/gross customer loans 76.5% 72.7% -3.8%p
Own coverage of Stage 1loans under IFRS 9 3.8% 51% 1.3%p
Stage 2 loan volume under IFRS 9 (in HUF million) 90,944 91,050 0%
Stage 2 loans under IFRS 9/gross customer loans 121% 1.6% -0.5%p
Own coverage of Stage 2 loans under IFRS 9 311% 31.5% 0.4%p
Stage 3 loan volume under IFRS 9 (in HUF million) 86,025 122,959 43%
Stage 3 loans under IFRS 9/gross customer loans N.4% 15.7% 4.2%p
Own coverage of Stage 3 loans under IFRS 9 95.1% 93.6% -1.4%p
Provision for impairment on loan losses/average gross loans 2.05% 5.85% 3.81%p
90+ days past due loan volume (in HUF million) 87,550 122,953 40%
90+ days past due loans/gross customer loans 11.6% 15.7% 4.0%p
Performance Indicators 2021 2022 Y-0-Y
ROA 5.4% 3.9% -1.6%p
ROE 18.2% 14.1% -4.1%p
Total income margin 17.02% 16.23% -0.79%p
Net interest margin 13.16% 10.73% -2.43%p
Operating costs / Average assets 8.0% 7.3% -0.7%
Cost/income ratio 47.2% 45.0% -2.2%p
Net loans to deposits (FX-adjusted) 152% 106% -46%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/RUB (closing) 4.4 52 18%
HUF/RUB (average) 4.1 57 38%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF CKB GROUP (MONTENEGRO)

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 4,140 9,791 137%
Income tax -817 -2,184 167%
Profit before income tax 4957 11,975 142%
Operating profit 10,240 15,133 48%
Total income 22,046 28816 31%

Net interest income 16,553 20,832 26%

Net fees and commissions 4,880 7,106 46%

Other net non-interest income 613 878 43%
Operating expenses -11,805 -13,683 16%
Total provisions -5,283 -3,158 -40%
Provision for impairment on loan losses 647 639 1%
Other provision -5,930 -3,797 -36%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 513522 664,395 29%
Gross customer loans 366,369 447921 22%
Gross customer loans (FX-adjusted) 397,396 447921 13%
Stage 1+2 customer loans (FX-adjusted) 369,636 425934 15%
Retail loans 175,739 193,907 10%
Corporate loans 193,897 232,027 20%
Leasing -23,504 -21,893 -7%
Allowances for possible loan losses -25,495 -21,893 -14%
Allowances for possible loan losses (FX-adjusted) 386,572 524,479 36%
Deposits from customers 420,137 524,479 25%
Deposits from customers (FX-adjusted) 255,905 289,242 13%
Retail deposits 164,232 235,237 43%
Corporate deposits 19,698 12,443 -37%
Liabilities to credit institutions 82,029 99,131 21%
Total shareholders' equit 159,756 122,493 -23%
Loan Quality 2021 2022 Y-o0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 280,910 389,640 39%
Stage 1loans under IFRS 9/gross customer loans 76.7% 87.0% 10.3%p
Own coverage of Stage 1loans under IFRS 9 1.0% 12% 0.2%p
Stage 2 loan volume under IFRS 9 (in HUF million) 59,866 36,294 -39%
Stage 2 loans under IFRS 9/gross customer loans 16.3% 8.1% -8.2%p
Own coverage of Stage 2 loans under IFRS 9 6.5% 8.9% 2.4%p
Stage 3 loan volume under IFRS 9 (in HUF million) 25,593 21987 -14%
Stage 3 loans under IFRS 9/gross customer loans 7.0% 4.9% -2.1%p
Own coverage of Stage 3 loans under IFRS 9 66.0% 64.4% -1.7%p
Provision for impairment on loan losses/average gross loans -0.18% -0.15% 0.03%p
90+ days past due loan volume (in HUF million) 16,472 13,330 -19%
90+ days past due loans/gross customer loans 4.5% 3.0% -1.5%p
Performance Indicators 2021 2022 Y-o-Y
ROA 0.9% 1.6% 0.8%p
ROE 52% 10.9% 5.7%p
Total income margin 4.62% 4.84% 0.21%p
Net interest margin 3.47% 3.50% 0.02%p
Operating costs / Average assets 2.48% 2.30% -0.18%p
Cost/income ratio 53.5% 47.5% -6.1%p
Net loans to deposits (FX-adjusted) 89% 81% -1%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/EUR (closing) 369.0 400.3 8%
HUF/EUR (average) 358.5 3913 9%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF OTP BANK ALBANIA

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 5522 10,175 84%
Income tax -986 -2,013 104%
Profit before income tax 6,508 12,188 87%
Operating profit 7,213 9,335 29%
Total income 13,398 20,232 51%

Net interest income 10,619 16,927 59%

Net fees and commissions 1,843 3,067 66%

Other net non-interest income 936 238 -75%
Operating expenses -6,186 -10,896 76%
Total provisions -705 2,852 -505%
Provision for impairment on loan losses -880 2,505 -385%
Other provision 175 347 98%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 350,848 635,364 81%
Gross customer loans 219,890 370,875 69%
Gross customer loans (FX-adjusted) 244973 370,875 51%
Stage 1+2 customer loans (FX-adjusted) 236,959 352,632 49%
Retail loans 94,768 156,789 65%
Corporate loans 138,049 191,676 39%
Leasing 4,143 4,167 1%
Allowances for possible loan losses -10,096 -16,208 61%
Allowances for possible loan losses (FX-adjusted) -11,227 -16,208 44%
Deposits from customers 251,270 516,668 106%
Deposits from customers (FX-adjusted) 280,600 516,668 84%
Retail deposits 234,809 448,065 9%
Corporate deposits 45,790 68,603 50%
Liabilities to credit institutions 53,257 30,279 -43%
Total shareholders' equit 35,134 60,827 73%
Loan Quality 2021 2022 Y-o0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 191,308 318,215 66%
Stage 1loans under IFRS 9/gross customer loans 87.0% 85.8% -1.2%p
Own coverage of Stage 1loans under IFRS 9 12% 1.0% -0.3%p
Stage 2 loan volume under IFRS 9 (in HUF million) 21,391 34,417 61%
Stage 2 loans under IFRS 9/gross customer loans 9.7% 9.3% -0.4%p
Own coverage of Stage 2 loans under IFRS 9 N.4% 9.4% -2.1%p
Stage 3 loan volume under IFRS 9 (in HUF million) 7190 18,243 154%
Stage 3 loans under IFRS 9/gross customer loans 3.3% 4.9% 1.6%p
Own coverage of Stage 3 loans under IFRS 9 73.3% 54.4% -18.8%p
Provision for impairment on loan losses/average gross loans 0.46% -0.83% -1.30%p
90+ days past due loan volume (in HUF million) 3,624 11,050 205%
90+ days past due loans/gross customer loans 1.6% 3.0% 1.3%p
Performance Indicators 2021 2022 Y-0-Y
ROA 1.8% 2.0% 0.2%p
ROE 17.6% 211% 3.5%p
Total income margin 4.43% 4.07% -0.37%p
Net interest margin 3.51% 3.40% -0.11%p
Operating costs / Average assets 2.05% 2.19% 0.14%p
Cost/income ratio 46.2% 53.9% 7.7%p
Net loans to deposits (FX-adjusted) 83% 69% -15%p
FX rates (HUF) 2021 2022 Y-0-Y
HUF/ALL (closing) 31 35 15%
HUF/ALL (average) 29 33 13%
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OTP BANK ROMANIAS.A.
The activity of other foreign subsidiaries of OTP Group

MAIN FINANCIAL INDICATORS OF MOBIASBANCA (MOLDOVA)

Main components of P&L account in HUF million 2021 2022 Y-o0-Y
Adjusted profit after tax 5,858 9,403 61%
Income tax -802 -1,385 73%
Profit before income tax 6,660 10,788 62%
Operating profit 7,835 17,551 124%
Total income 15271 27,830 82%

Net interest income 9,698 19,172 98%

Net fees and commissions 2,344 2,624 12%

Other net non-interest income 3,230 6,034 87%
Operating expenses -7.437 -10,279 38%
Total provisions -1,175 -6,763 476%
Provision for impairment on loan losses -663 -5,895 789%
Other provision -512 -868 70%
Main components of balance sheet closing balances in HUF million 2021 2022 Y-0-Y
Total assets 310,511 365,658 18%
Gross customer loans 166,573 171,412 3%
Gross customer loans (FX-adjusted) 179,402 171,412 -4%
Stage 1+2 customer loans (FX-adjusted) 176,102 166,679 -5%
Retail loans 96,830 83,388 -14%
Corporate loans 75132 78,333 4%
Leasing 4,140 4,958 20%
Allowances for possible loan losses -5,020 -11,177 123%
Allowances for possible loan losses (FX-adjusted) -5,415 -1177 106%
Deposits from customers 247,610 264,031 7%
Deposits from customers (FX-adjusted) 268,754 264,031 2%
Retail deposits 173,744 177,022 2%
Corporate deposits 95,010 87,009 -8%
Liabilities to credit institutions 15,886 42,083 165%
Total shareholders' equit 42701 53,430 25%
Loan Quality 2021 2022 Y-o0-Y
Stage 1loan volume under IFRS 9 (in HUF million) 153,157 139,227 -9%
Stage 1loans under IFRS 9/gross customer loans 91.9% 81.2% -10.7%p
Own coverage of Stage Tloans under IFRS 9 1.3% 2.3% 11%p
Stage 2 loan volume under IFRS 9 (in HUF million) 10,368 27452 165%
Stage 2 loans under IFRS 9/gross customer loans 6.2% 16.0% 9.8%p
Own coverage of Stage 2 loans under [FRS 9 13.6% 18.3% 4.7%p
Stage 3 loan volume under IFRS 9 (in HUF million) 3,048 4,733 55%
Stage 3 loans under IFRS 9/gross customer loans 1.8% 2.8% 0.9%p
Own coverage of Stage 3 loans under IFRS 9 54.3% 61.3% 7.0%p
Provision for impairment on loan losses/average gross loans 0.46% 3.23% 2.77%p
90+ days past due loan volume (in HUF million) 2,164 3,158 46%
90+ days past due loans/gross customer loans 1.3% 1.8% 0.5%p
Performance Indicators 2021 2022 Y-o-Y
ROA 22% 2.7% 0.5%p
ROE 15.2% 19.3% 4.1%p
Total income margin 5.86% 8.05% 2.19%p
Net interest margin 3.72% 5.55% 1.83%p
Operating costs / Average assets 2.85% 2.97% 0.12%p
Cost/income ratio 48.7% 36.9% -1.8%p
Net loans to deposits (FX-adjusted) 65% 61% -4%p
FX rates (HUF) 2021 2022 Y-o0-Y
HUF/MDL (closing) 18.4 19.6 7%
HUF/MDL (average) 17.2 197 15%
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SEPARATE INCOME STATEMENT FOR THE PERIOD ENDED DECEMBER 31, 2022

(allamounts are expressed in thousand RON, unless otherwise stated)

Note Year ended Year ended
December 31,2022 December 31,2021

Interest Income 1,112,508 621,381
Interest Expense (475,585) (150,007)
Net interest income 5 636,923 471,374
Fee and commission income 129,533 108,480
Fee and commission expense (81,775) (57,925)
Net fee and commission income 6 47,758 50,555
Impairment losses and provision expenses 7 (178,768) (116,490)
Net interest, fee and commission income after impairment losses 505,913 405,439
Trading income, net 8 56,811 89,293
Gains or (losses) on financial instruments at fair value through profit or loss (1,368) 1,339
Gains or (losses) on financial instruments at fair value through other -
comprehensive income o U0
Dividend income 47,789 -
Other operating income i 22,275 17,310
Total operating revenues 631,707 513,881
Salaries and related expenses 9 (287,070) (266,740)
Other administrative expenses 10 (180,875) (162,464)
Depreciation of tangible and intangible assets 18 (81,958) (73,455)
Other operating expenses 1 (9,031) (9,989)
Total non-interest expense -558,934 -512,648
Profit before income taxes 72,773 1,233
Current tax expense 28 (4,521) -
Deferred tax expense 28 688 (10,577)
Net Loss / Profit for the period for owners of the parent 68,940 (9,344)
Items that will not be reclassified to profit or loss
Revaluation of property, plant and equipment 4,381 3,780
Net change in fair value of financial assets through other comprehensive income 50 1177
Related tax for above positions (58) (820)
Total items that will not be reclassified to profit or loss 4,373 4,137
Items that may be reclassified to profit or loss
Net change in fair value of financial assets through other comprehensive income (4,345) (268)
Total items that may be reclassified to profit or loss (4,345) (268)
Other comprehensive income, net of tax 28 3,869
Total comprehensive income for the reporting period for owners of the parent 68,968 (5,475)
Basic and diluted earnings per ordinary share 30 7.26 (0.98)

These separate financial statements have been authorized for issue by the management in 22nd of March, 2023.

Gyula Fateér, Mara Cristea,
Chairman of the Management

Board and CEO Board and Deputy CEO

C A

< A
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SEPARATE STATEMENT OF FINANCIAL POSITION FOR THE PERIOD ENDED DECEMBER 31,2022
(allamounts are expressed in thousand RON, unless otherwise stated)

Note December 31,2022 December 31,2021
ASSETS
Cash and cash equivalents 12 603,828 551,861
Current accounts and deposits at banks 13 84,412 63,289
Accounts with the National Bank of Romania 14 1,052,202 1,354,829
Loans and advances to banks 16 5,793 1931
Derivatives 25 48,828 18,211
Derivatives hedge accounting 26 17,391 -
Investment securities at fair value through profit and loss 19 15,717 21,130
Investment securities at fair value through other
comprehensive income ’ E 501525 724574
Securities at amortized cost 15 3527,219 2,818,975
Loans and advances to customers 17 13,503,413 12,386,495
Investment in Associates and Subsidiaries 20 49,557 46,558
Property and equipment 18 183,723 187,993
Intangible assets 18 55,489 60,162
Right-of-use assets 18 66,587 61,717
Investment property 762 1,008
Deferred tax assets 28 5344 4,715
Other assets 21333 155871 150,982
Total assets 19,877,661 18,454,230
LIABILITIES
Due to Banks 22 554,809 1,473,153
Derivatives 25 95,307 19,638
Derivatives hedge accounting 26 957 31,573
Due to customers 23 12,431,745 11,196,196
Borrowings 24 4,178,881 3,258,072
Lease liabilities 18 67,920 63,308
Provisions 27 113,953 16,362
Current tax liabilitie 28 4,521 -
Other financial liabilities 29 298,681 235119
Total liabilities 17,746,774 16,393,421
SHAREHOLDERS' EQUITY
Share capital, nominal 30 2,279,253 2,279,253
Share capital inflation effect 42,751 42,751
Total share capital 2,322,004 2,522,004
Other equity 9 7126 6,794
Accumulated deficit and reserves (198,243) (267,989)
Total shareholders’ equity 2,130,887 2,060,809
Total liabilities and shareholders' equity 19,877,661 18.454.230

These separate financial statements have been authorized for issue by the management in 22nd of March, 2023.

Gyula Fateér,
Chairman of the Management
Board and CEO

Member of the Management
Board and Deputy CEO

Financial Statements 67



SEPARATE INCOME STATEMENT FOR THE PERIOD ENDED DECEMBER 31, 2022

(allamounts are expressed in thousand RON, unless otherwise stated)

Note Year ended Year ended
December 31,2022 December31,2021
Cash flows from operating activities:
Profit before taxes 68,940 (9,344)
Adjustments for non-cash items:
Depreciation expense 18 81,958 73,209
Impairment losses on loans and advances to customers 7 185,636 134,325
Provisions on sundry transactions 7 (6,868) 1,355
Other adjustments 27 2,402 (21,859)
Income tax paid 28 4521 -
Valuation of derivative transactions 25,26 (2.955) (15,273)
Total adjustments for non-cash items 264,694 171,757
Net profit adjusted for non-cash items 333,634 162,413
Changes in operating assets and liabilities:
Increase of cash at National Bank of Romania 12 (123,020) (111,933)
Increase of loans and advances to customers 7.14 (1,302,599) (2,334,070)
Increase of loans and advances to banks 16 (3.862) 74,721
Increase of other assets 21 (2,849) (51,762)
Increase of demand deposits 2223 (734,327) 1,430,589
Increase of term deposits 22,23 1,051,532 1,565,718
Increase of other liabilities 29 68,240 52,267
Total changes in operating assets and liabilities (1,046,887) 625,530
Net cash provided by operating activities (713,253) 787,943
Cash flows from investing activities:
Purchase of investments at fair value through other comprehensive income 19 219,196 2,124
Purchase of investments at amortized cost 15 (2,432,274) (2,328,844)
Investments at amortized cost that reached maturity 15 1,723,733 80,817
Purchase of investments at fair value through profit and loss 19 5413 (1,694)
Purchase of tangible and intangible assets, net 18 (50,343) (60,376)
Payments for increase in share capital of subsidiaries 21 (2,999) -
Net cash used in investing activities (537,274) (2,307,973)
Cash flows from financing activities:
Increase of borrowings 24 920,809 159,725
Payment of lease liabilities 18 (22,839) (23,854)
Proceeds from issue of shares 30 - 450,000
Net cash provided by financing activities 897,970 585,871
Net increase in cash and cash equivalents (352,557) (934,159)
Cash and cash equivalents at beginning of period 12 1,196,600 2,130,759
Cash and cash equivalents at end of period 12 844,043 1,196,600
Cash-flow from operating activities includes:
2022 2021
Interest received 1,051,999 619,104
Interest paid (422,470) (147,762)

These separate financial statements have been authorized for issue by the management in 22nd of March, 2023.

Gyula Fateér, Mara Cristea,

Chairman of the Management
Board and CEO

< A
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Member of the Management
Board and Deputy CEO



SEPARATE STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDED DECEMBER 31, 2022
(allamounts are expressed in thousand RON, unless otherwise stated)

. . Other .
Sh.are Share capital Other equity Reevaluation comprehensive Retal_ned Total
Capital reserves reserves . earnings
income
Balance as of December 31,2021 2,279,253 42,751 6,794 42,914 836 (311,739) 2,060,809
Effeq of changes in accounting ) ) ) ) ) ) 337
policies
Net income, recognized directly ) B ) B . ) )
in equity
Net loss for the period ended
December 31,2022 ) ) ) ) ) 68,940 68,940
Net reserve from revaluation of ) B ) ) ) 778 778
tangible assets
Changesm Other comprehensive . ) ) 3,680 558 (,210) )8
income
Increase in share capital - - - - - - -
Balance as of December 31,2022 2,279,253 42,751 7126 46,594 1,394 (246,231) 2,130,887
. . Other .
cSh.are Share capital Other equity Reevaluation comprehensive Retal'ned Total
apital reserves reserves . earnings
income

Balance as of December 31,2020 1,829,253 42,751 - 39,738 (283) (297,788) 1,613,671
Effe.c.t of changes in accounting ) ) 6,794 ) ) (6,101 693
policies
Net income, recognized directly ) B } ) } (852) 852)
in equity
Net loss for the period ended
December 31,2022 ) ) ) ) ) (9.344) (9.344)
Net reserve from revaluation of ) B ) B ) 2772 2772
tangible assets
Fiharwges in Other comprehensive ) . ) 3176 1119 (26) 3,869
income
Increase in share capital 450,000 - - - - - 450,000
Balance as of December 31,2021 2,279,253 42,751 6,794 42,914 836 (311,739) 2,060,809

These separate financial statements have been authorized for issue by the management in 22nd of March 2023.

Gyula Fateér,
Chairman of the Management
Board and CEO

Mara Cristea,

Member of the Management

Board and Deputy CEO
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022

(allamounts are expressed in thousand RON, unless otherwise stated)

T GENERAL OVERVIEW ON THE BANK

AND ITS OPERATIONS

OTP BANK ROMANIA SA (hereinafter
the "Bank"” or "OTP Romania") was
established as a private bank in
1995, under the official name “Banca
Comerciala RoBank S.A." and Trade
Register number J40/10296/1995.

OTP Bank Romania Annual Report 2022

In July 2004, OTP Bank Plc. (Hungary) became the
main shareholder of the Bank and in July 2005 the
Bank was officially registered with the Romanian
Trade Register under the name "OTP Bank
Romania S.A.". OTP Bank Plc. (Hungary) represents
the ultimate parent of OTP Bank Romania S.A.

The Head Office of the Bank is seated in Romania,
Bucharest, 66-68 Buzesti Street, District 1.

The Bank's Cod LEl identification number is
5299003TMOP7W8DNUF61.

The Bank's tax identification number is RO
7926069.



NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022

(allamounts are expressed in thousand RON, unless otherwise stated)

Members of Statutory and Supervisory Boards 31December 2022:

Management Board:

Gyula Fatér
Luca Rogojanu

Roxana Maria Hidan

Mara Cristea

Constantin Mares

Supervisory Board:

Antal Gyorgy Kovacs
Judit Hanusovszky
Eniké Zsako

Tibor Laszl6 Csonka
Ildiké Pal Antal
Attila Végh

Gabor Sudar

Ferenc Berszan

Edina Berlinger

Chairman of the Management Board and CEO

Member of the Management Board and Deputy CEO, coordinator of
Lending and Risk Management Division

Member of the Management Board and Deputy CEQ, coordinator of
Business Division

Member of the Management Board and Deputy CEO, coordinator of
Finance and Planning Division

Member of the Management Board and Deputy CEO, coordinator of Digital
Division

Chairman of the Supervisory Board
Vice-Chairman of the Supervisory Board
Member

Member

Independent Member

Member

Member

Independent Member

Independent Member

Members of Statutory and Supervisory Boards as at 31 December 2021:

Management Board:

Gyula Fatér
Zoltan Balazs

Roxana Maria Hidan

Mara Cristea

Constantin Mares

Supervisory Board:

Antal Gyorgy Kovacs
Judit Hanusovszky
Eniké Zsako

Tibor Laszlé Csonka
Ildiké P&l Antal
Attila Végh

Gabor Sudar

Ferenc Berszan
Edina Berlinger

Chairman of the Management Board and CEO

Member of the Management Board and Deputy CEQ, coordinator of
Lending and Risk Management Division

Member of the Management Board and Deputy CEO, coordinator of
Business Division

Member of the Management Board and Deputy CEO, coordinator of
Finance and Planning Division

Member of the Management Board and Deputy CEQ, coordinator of Digital

Division

Chairman of the Supervisory Board
Vice-Chairman of the Supervisory Board
Member

Member

Independent Member

Member

Member

Independent Member

Independent Member
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The Bank is managed by the Chief Executive Officer
(CEQ), who also acts as Chairman of Management
Board. In his absence, the CEO is fully represented
by other Bank's representatives (other members of
the Bank's Management Board).

Scope of the Business

OTP BANK ROMANIA has been present on the
Romanian banking market for over 18 years as
a universal bank offering complete financial

solutions for individuals and companies.

OTP BANK ROMANIA has grown organically since
its entry into the domestic market, while at the
same time strengthening its position in 2016,
following the completion of Millennium Bank
Romania's integration process in November 2015,
proving a strong, stable and trustworthy partner
for customers, collaborators and employees.

OBR ESG (Environmental, Social, Governance)
Strategy was defined in 2022 considering OTP
Group ESG Strategic directions, regulatory
recommendations, NBR expectations, market
opportunities and challenges. OTP BANK
ROMANIA, trough ESG strategy is committed to
finance a fair and gradual transition to a low-
carbon economy, while encouraging responsible
behaviors and increasing the positive impact

on society. Based on materiality assessment
perfomed by OTP Group amongst stakeholders,
applicable to OBR also, all ESG factors appeared
as relevant and were grouped under 3 materiality
strategic Pillars:

- Responsible Provider

- Responsible Employer

- Responsible Social Actor that is detailed at

the Management Board Report Non-Financial/
Sustainability.

We continued to be a solid partner of the IMM
Invest Program/IMM INVEST PLUS Program,
with all its components (IMM INVEST, AGRO

IMM INVEST, IMM PROD, GARANT CONSTRUCT,
INNOVATION) and at the same time, in 2022,
besides the specific projects and measures taken

OTP Bank Romania Annual Report 2022
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(allamounts are expressed in thousand RON, unless otherwise stated)

to support the businesses through the difficult
economic and social period (caused by the COVID-
19 virus and the economic crisis generated by

the armed conflict in Ukraine), in the direction of
increasing digitalization, in 2022 we launched

a digital platform for 100% online Micro & SME
onboarding - covering 10 packages of products
and services.

The Bank has also contributed to agribusiness
projects and we continued to place the agriculture
at the center of the OTP BANK ROMANIA
preoccupations, by launching a new agri product
,Ceiling for financing agricultural crops’, in order to
become a top financial partner for Agro companies
in Romania. We also launched the product "Triple
SAPS prefinancing’, in order to increase the
number of Agri clients and loan portfolio and to
simplify the pre-financing flow of the subsidies due
to the fact that a single request and analysis will be

made for three years pre-financing.

In 2022, OTP BANK ROMANIA become a partner
bank by concluding the Convention with the
Ministry of Economy, Entrepreneurship and Tourism
regarding the implementation of the National
Programs for stimulating the establishment and
development of the SMEs mentioned in article 25”1
LAW no. 346 of 14 July 2004.

The main objective of the National Programs
(Start-up Nation and Woman in Tech) is to
stimulate the establishment and development
of small and medium-sized enterprises and to
improve their economic performance/ economic
growth, based on digitalization, sustainable
development, innovation and entrepreneurship,
job creation.

Shareholders' Structure:

The majority shareholder of the Bank, OTP Bank
Plc. (Hungary) is listed on the Budapest Stock
Exchange and fully consolidates the Financial
Statements of OTP BANKROMANIAS.A. The
registered Head Office of the parent company is:
16 Nador Street, Budapest, 1051, Hungary.



NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022

As on December 31,2022 and December 31,2021, the
shareholders' structure of the Bank was as follows:

December 31,2022

(allamounts are expressed in thousand RON, unless otherwise stated)

Numele actionarilor Percentage of ownership Number of shares Amount (RON)
1. OTP Bank Plc. 99.9999578809439% 9,496,885 2,279,252,400
2. Merkantil Bank zrt 0.0000421190561% 4 960
Total 100% 9,496,889 2,279,253,360
31decembrie 2021

Numele actionarilor Procentaj de detinere Numar de actiuni Suma (RON)
1. OTP Bank Plc 99.9999578809439% 9,496,885 2,279,252,400
2. Merkantil Bank zrt 0.0000421190561% 4 960
Total 100% 9,496,889 2,279,253,360

The organizational structure and
number of employees

As at 31 December 2022 and 31 December 2021,
the Bank operates through its 97 territorial
units (including 65 branches and 32 agencies),

distributed in all counties of Romania as well as
the Bucharest headquarters.

The total number of employees of the Bank as at
31 December 2022 was 1,878 (31 December 2021:
1,797). The average number of employees during
2022 was 1,842 (1780 in 2021).

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

The significant accounting policies
adopted in the preparation of
these financial statements are set
out below:

2.1 Basis of preparation

The separate financial statements have been
prepared using the historical cost model for
measuring the elements presented in the
statement of financial position except for the
following significant items:
Tangible assets measured using the
revaluation model;
Assets held for sale measured at the
lower of carrying amount and fair value
less cost to sell;
Financial assets classified as measured
at fair value through profit or loss and
through Other Comprehensive Income;

Share capital measured using IAS 29.
Statement of compliance

These separate financial statements include
the separate statement of financial position,
the separate income statement and other
comprehensive income, the separate
statement of changes in equity, the separate
statement of cash flows and notes to the
separate financial statements. The separate
financial statements for the period ended as
on December 31,2022 and comparative data
for the period ended as on December 31,
2021 have been prepared in accordance with
Order 27/2010 approving the Accounting
Regulations compliant with International
Financial Reporting Standards applicable

to credit institutions, issued by the National
Bank of Romania and in accordance with
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International Financial Reporting standards
("IFRS") as adopted by the European Union
(EV). The principal accounting policies
applied in preparing these financial
statements are set out below and have been
applied consistently throughout all periods
presented financial.

The Separate Financial Statements for

the period ended as on December 31,

2022 and the comparative data for the
period ended as on December 31,2021 are
prepared in Romanian new leu ("RON") and
are presented in thousand Romanian lei
("RON") unless otherwise stated, rounded

to the nearest thousand.

The Bank's management assessed the
functional currency of the Bank to be RON,
which is also the presentation currency of

these financial statements.

In 2022 the Bank has applied all the new or
revised Standards Interpretations issued

by the International Accounting Standards
Board (IASB) and International Financial
Reporting Interpretations Committee (IFRIC)
of the IASB that have been adopted by the

EU and that are relevant to the work done by

the Bank.

The Bank decided not to adopt any of the
standards or interpretations before the date
of their effectiveness, which were prepared
forissue as at the date of the authorization
of these financial statements, but not yet

effective.

a) Changes in accounting policies
and adoption of new/ revised/
amended IFRS

The accounting policies adopted are
consistent with those of the previous
financial year except for the following IFRS
amendments which have been adopted by
the Group/Company as of 1January 2022:
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+ IFRS 3 Business Combinations; IAS 16
Property, Plant and Equipment; IAS 37
Provisions, Contingent Liabilities and
Contingent Assets as well as Annual
Improvements 2018-2020 (Amendments)

The amendments are effective for annual
periods beginning on or after 1 January 2022
with earlier application permitted. The IASB
has issued narrow-scope amendments to the
IFRS Standards as follows:

» IFRS 3 Business Combinations
(Amendments) update a reference in IFRS
3 to the previous version of the IASB's
Conceptual Framework for Financial
Reporting to the current version issued
in 2018 without significantly changing
the accounting requirements for
business combinations.

« 1AS 16 Property, Plant and Equipment
(Amendments) prohibit a company from
deducting from the cost of property,
plant and equipment any proceeds
from the sale of items produced while
bringing the asset to the location and
condition necessary for it be capable
of operating in the manner intended
by management. Instead, a company
recognizes such sales proceeds and
related cost in profit or loss.

+ |AS 37 Provisions, Contingent Liabilities
and Contingent Assets (Amendments)
specify which costs a company includes
in determining the cost of fulfilling a
contract for the purpose of assessing
whether a contract is onerous. The
amendments clarify, the costs that relate
directly to a contract to provide goods
or services include both incremental
costs and an allocation of costs directly
related to the contract activities.

» Annual Improvements 2018-2020 make
minor amendments to IFRS 1 First-time
Adoption of International Financial
Reporting Standards, IFRS 9 Financial
Instruments, IAS 41 Agriculture and the
[llustrative Examples accompanying IFRS
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16 Leases

The amendments had no material impact

on the financial statements of the Bank.
« IFRS 16 Leases-Covid 19 Related Rent

Concessions beyond 30 June 2021

(Amendment)
The Amendment applies to annual reporting
periods beginning on or after 1 April 2021,
with earlier application permitted, including
in financial statements not yet authorized
forissue at the date the amendment is
issued. In March 2021, the Board amended
the conditions of the practical expedient in
IFRS 16 that provides relief to lessees from
applying the IFRS 16 guidance on lease
modifications to rent concessions arising
as a direct consequence of the covid-19
pandemic. Following the amendment, the
practical expedient now applies to rent
concessions for which any reduction in lease
payments affects only payments originally
due on or before 30 June 2022, provided the
other conditions for applying the practical
expedient are met.
The amendments had no material impact on
the financial statements of the Bank.

b) Standards and Interpretations
issued by IASB and adopted by the
EU but not yet effective

At the date of authorisation of these
financial statements, the following new
standards/improvements issued by IASB and
adopted by the EU are not yet effective:

« IAS 1Presentation of Financial
Statements and IFRS Practice Statement
2: Disclosure of Accounting policies
(Amendments)The Amendments are
effective for annual periods beginning
on or after January 1, 2023 with earlier
application permitted. The amendments
provide guidance on the application of
materiality judgements to accounting
policy disclosures. In particular, the
amendments to IAS Treplace the

requirement to disclose 'significant’
accounting policies with a requirement
to disclose 'material’ accounting
policies. Also, guidance and illustrative
examples are added in the Practice
Statement to assist in the application
of the materiality concept when making
judgements about accounting policy

disclosures.

IAS 8 Accounting policies, Changes

in Accounting Estimates and Errors:
Definition of Accounting Estimates
(Amendments)

The amendments become effective for
annual reporting periods beginning

on or after January 1, 2023 with earlier
application permitted and apply to
changes in accounting policies and
changes in accounting estimates that
occur on or after the start of that
period. The amendments introduce a
new definition of accounting estimates,
defined as monetary amounts in
financial statements that are subject to
measurement uncertainty, if they do not
result from a correction of prior period
error. Also, the amendments clarify what
changes in accounting estimates are
and how these differ from changes in
accounting policies and corrections of

errors.

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

The amendments are effective for
annual periods beginning on or after
January 1, 2023 with earlier application
permitted. The amendments narrow
the scope of and provide further clarity
on the initial recognition exception
under IAS 12 and specify how companies
should account for deferred tax related
to assets and liabilities arising from

a single transaction, such as leases
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and decommissioning obligations.

The amendments clarify that where
payments that settle a liability are
deductible for tax purposes, itis a
matter of judgement, having considered
the applicable tax law, whether such
deductions are attributable for tax
purposes to the liability or to the
related asset component. Under the
amendments, the initial recognition
exception does not apply to transactions
that, on initial recognition, give rise to
equal taxable and deductible temporary
differences. It only applies if the
recognition of a lease asset and lease
liability (or decommissioning liability
and decommissioning asset component)

give rise to taxable and deductible

temporary differences that are not equal.

IAS 1 Presentation of Financial
Statements: Classification of
Liabilities as Current or Non-current
(Amendments)

The amendments are effective for annual
reporting periods beginning on or after
January 1, 2024, with earlier application
permitted, and will need to be applied
retrospectively in accordance with IAS
8. The objective of the amendments

is to clarify the principles in IAS 1 for
the classification of liabilities as either
current or non-current. The amendments
clarify the meaning of a right to

defer settlement, the requirement for
this right to exist at the end of the
reporting period, that management
intent does not affect current or non-
current classification, that options by
the counterparty that could result in
settlement by the transfer of the entity's
own equity instruments do not affect
current or non-current classification.
Also, the amendments specify that only
covenants with which an entity must
comply on or before the reporting date
will affect a liability's classification.
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Additional disclosures are also required
for non-current liabilities arising from
loan arrangements that are subject to
covenants to be complied with within
twelve months after the reporting
period. The amendments have not yet
been endorsed by the EU.

IFRS 16 Leases: Lease Liability in a Sale
and Leaseback (amendments)

The amendments are effective for annual
reporting periods beginning on or after
January 1, 2024, with earlier application
permitted. The amendments are
intended to improve the requirements
that a seller-lessee uses in measuring
the lease liability arising in a sale and
leaseback transaction in IFRS 16, while
it does not change the accounting for
leases unrelated to sale and leaseback
transactions. In particular, the seller-
lessee determines 'lease payments'

or 'revised lease payments' in such a
way that the seller-lessee would not
recognise any amount of the gain or
loss that relates to the right of use it
retains. Applying these requirements
does not prevent the seller-lessee from
recognising, in profit or loss, any gain
or loss relating to the partial or full
termination of a lease. A seller-lessee
applies the amendment retrospectively
in accordance with IAS 8 to sale and
leaseback transactions entered into after
the date of initial application, being the
beginning of the annual reporting period
in which an entity first applied IFRS 16.
The amendments have not yet been
endorsed by the EU.

Amendment in IFRS 10 Consolidated
Financial Statements and IAS 28
Investments in Associates and Joint
Ventures: Sale or Contribution of Assets
between an Investor and its Associate
or Joint Venture

The amendments address an
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(allamounts are expressed in thousand RON, unless otherwise stated)

acknowledged inconsistency between
the requirements in IFRS 10 and those

in IAS 28, in dealing with the sale or
contribution of assets between an
investor and its associate or joint
venture. The main consequence of the
amendments is that a full gain or loss is
recognized when a transaction involves
a business (whether it is housed in a
subsidiary or not). A partial gain or

loss is recognized when a transaction
involves assets that do not constitute a
business, even if these assets are housed
in a subsidiary. In December 2015 the
IASB postponed the effective date of
this amendment indefinitely pending
the outcome of its research project on
the equity method of accounting. The
amendments have not yet been endorsed
by the EU.

The Bank anticipates that the adoption of
these new standards and amendments to
the existing standards will have no material
impact on the financial statements of OTP
BANK ROMANIA in the period of initial
application.

2.2 Offsetting

The Bank does not offset assets and
liabilities or income and expenses unless
there is a legal right to perform or if the
offsetting better reflects the economic
substance of the transaction. Net settlement
of receivables and payables or presentation
of assets after deducting the related
impairment losses is not considered
offsetting.

2.3 Consolidated and Separate
Financial Statements

These financial statements present the
separate financial position and results of
operations of the Bank. Consolidated financial
statements are currently being prepared by

the ultimate parent, OTP Bank Plc.

The Bank is part of the consolidation
perimeter of OTP Group. Consolidated
financial statements for all Group entities
are prepared by OTP Bank Plc., the parent
company with its headquarters set at 16
Nador Street, 1051 Budapest, Hungary.
OTP Bank Plc. is also the immediate
consolidating entity of the Bank.

Investments in subsidiaries, associated
companies and other investments:
Investments in subsidiaries comprise those
investments where OTP Bank, through direct
and indirect ownership interest, controls
the investee. Control is achieved when

the Bank has power over the investee, is
exposed or has rights, to variable returns
from its involvement with the investee and
has the ability to use its power to affect

its returns. Investments in subsidiaries are
recorded at the cost of acquisition, less
impairment for permanent diminution

in value, when appropriate. After initial
measurement investments in subsidiaries
are measured at cost, in the case of foreign
currency denominated investments for the
measurement the Bank uses the exchange

rate at the date of transaction.

An associate is an entity over which the
Bank has significant influence and which is
neither a subsidiary nor an interest in a joint
venture. Significant influence implies the
power to participate in decisions regarding
financial and operating policies of the
associate but not control or joint control

over those policies.

The associates are presented in the financial
statements at cost less impairment. Further
information on the Bank subsidiaries and
affiliates are included in Note 20.

OTP Bank analyzed the provisions of IFRS

10 - Consolidated financial statements
(paragraph 4 - exception of consolidation)
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and concluded that all conditions are met
and the ultimate parent company OTP
Bank Plc. is in the process of finalizing the
consolidated financial statements as on
December 31, 2022, which is expected to
be made available to the public on www.
otpbank.hu., starting with April 2023.

2.4 Foreign currency
translation

Transactions denominated in foreign currency

are recognized at the exchange rate valid at

NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022
(allamounts are expressed in thousand RON, unless otherwise stated)

the transaction date. Exchange differences
arising from the settlement of foreign currency
transactions are included in the income
statement at the date of the settlement using
the exchange rate valid on that date.

Monetary assets and liabilities denominated
in foreign currencies are translated into

the functional currency at the official rate
published by NBR in the last working day of
the year. For reference purposes please find
below the exchange rates at the end of the
reporting periods, for the major currencies:

RON/ CHF RON/ USD RON/ EUR RON /100 HUF
The exchange rate on December 31,2022 5.0289 4.6346 4.9474 12354
The exchange rate on December 31, 2021 47884 4.3707 4.9481 13391

Unrealized foreign currency gains and losses arising from the translation
of monetary assets and liabilities are reflected in the income statement

(please refer to Note 8).

25 Recognition of income and
expenses

Revenue is recognized to the extent that it is
probable that future economic benefits will
be transferred to the Bank and this can be
measured reliably.

2.6 Interest income and
expenses

For all financial instruments measured

at amortized cost, financial instruments
classified as fair value through other
comprehensive income, interest income and
expenses are recorded using the effective
interest rate.

The effective interest rate method is a
method of calculating amortised cost for a

OTP Bank Romania Annual Report 2022

financial asset or a financial liability and of
allocating and recognizing interest income
or interest expense in profit or loss over the
relevant period.

Interest income and expenses are recognized
based on either gross carrying amount or
amortized cost, using the effective interest
rate applicable until the maturity of the
asset / liability. The effective interest rate

is the rate that exactly discounts estimated
future cash payments or receipts through
the whole life cycle of the financial
instrument to the gross carrying amount of
a financial asset or to the amortised cost of
a financial liability. When calculating the
effective interest rate, the Bank estimates
future cash flows considering all contractual
terms of the financial instrument but does
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not account for future losses.

CAIR (Credit adjusted effective interest
rate) is the rate that exactly discounts the
estimated future cash payments or receipts
through the expected life of the financial
asset to the amortised cost of a financial
asset that is a purchased or originated

credit-impaired financial asset.

Interest income is calculated by applying the
effective interest rate to the gross carrying
amount of financial assets other than credit-
impaired assets.

When a financial asset becomes credit-
impaired the Bank calculates interest income
by applying the effective interest rate to the
amortised cost of the financial asset. If the
financial asset cures and is no longer credit-
impaired, the Bank reverts to calculating

interest income on a gross basis.

2.7 Fees and commission
income and expenses

Fees and commissions are generally
recognized as income or expense in the
profit or loss account on accrual basis, as
they are earned.

Commissions received with regards to
banking and similar services provided
(except for those that are integral part of
the effective interest rate), revenues from
property development and revenues from
services provided in connection with lease
contracts fall within the scope of IFRS 15
'‘Revenue from Contracts with Customers.’

This standard defines a single model

for recognising revenue based on five-

step principles. These five steps enable to
identify the distinct performance obligations
included in the contracts and allocate the
transaction price among them. The income
related to those performance obligations

is recognised as revenue when the latter

are satisfied, namely when the control of

the promised goods or services has been
transferred.

Fees and commission income consist
mainly of fees received for foreign currency
transactions, issuance of guarantees and
letters of credit and other banking services
(eg.: SMS notifications, account statements,
verifications with the Payment Incidents

Bureau, issuing bills of exchange etc.).

Fees and commission expenses consist
mainly of fees resulting from card
transactions and interbank transactions,

regulatory fees or insurance premiums.

The Bank recognise revenue when (or as) the
bank satisfies a performance obligation by
transferring a promised good or service (ie
an asset) to a customer.

For each performance obligation identified,
the Bank determines at contract inception
whether it satisfies the performance
obligation over time or satisfies the
performance obligation at a point in time.
If the Bank does not satisfy a performance
obligation over time, the performance

obligation is satisfied at a point in time.

The Bank transfers control of a good or
service over time and, therefore, satisfies

a performance obligation and recognises
revenue over time, if one of the following
criteria is met:

- the customer simultaneously receives
and consumes the benefits provided by the
bank's performance as the entity performs;
- the bank's performance creates or
enhances an asset that the customer
controls as the asset is created or
enhanced;or

- the bank's performance does not create
an asset with an alternative use to the bank
and the bank has an enforceable right to
payment for performance completed to date.
The recognition of revenue for financial
service fees depends on the purposes for
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which the fees are assessed and the basis
of accounting for any associated financial
instrument. The recognition is performed
taking in consideration the contract and the
performance obligation.

More details on revenues from contracts are

presented in Note 6.
2.8 Net trading income

Net trading income comprises gains and
losses from trading assets and liabilities and
includes all realized and unrealized fair value
changes for derivatives, interests and foreign
exchange differences.

2.9 Financial assets

Afinancial asset is any asset that is:
(a) cash;
(b) an equity instrument of another entity;
(c) a contractual right:
(i) to receive cash or another financial asset
from another entity; or
(i) to exchange financial assets or financial
liabilities with another entity under
conditions that are potentially favourable
to the Bank; or
(d) a contract that will or may be settled in the
Bank's own equity instruments and is a non-
derivative for which the Bank is or may be
obliged to receive a variable number of the
Bank's own equity instruments; or
(e) a derivative that will or may be settled
other than by the exchange of a fixed amount
of cash or another financial asset for a fixed

number of the Bank's own equity instruments.

In accordance with IFRS 9 classification,

the Bank classifies financial assets, in the
following measurement categories:

- financial assets measured at amortized cost
(ACY);

- fairvalue through other comprehensive
income (,FVOCI");

- fairvalue profit and loss (,FVPL").
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The Bank initially recognizes the financial
assets, except for derivative financial
instruments, at the settlement date. The Bank's
derivative instruments are recognized at the
date of the transaction at which the Bank

becomes a party to the instruments.

According to IFRS 9, the settlement date is the
date on which an asset is delivered to or by the

Bank.

Settlement date accounting refers to:

(a) recognition of an asset on the day it is
received by the Bank; and

(b) derecognition an asset and recognition of
any gain or loss on disposal on the day it is
delivered by the Bank.

When settlement date accounting is applied,
the Bank accounts for any change in the

fair value of the asset to be received during
the period between the trade date and the
settlement date in the same way as it accounts
for the purchased asset. Thus, the change in
value is not recognized for assets measured
at amortized cost; is recognized in profit or
loss for assets classified as financial assets

at fair value through profit or loss; and is
recognized in other comprehensive income
for financial assets at fair value through other
comprehensive income and for investments
in equity instruments designated at fair value
through other comprehensive income.

Classification and subsequent measurement
of financial assets that are debt instruments
is based on the Bank's business model

to manage the assets and the cash flow
characteristics of the assets (SPPI test).

2.9.1 Business model assessment

The term 'business model' refers to the way the
bank manages its portfolio of financial assets
in order to achieve the business objectives.
That is, the bank's business model determines
whether cash flows will result from collecting
contractual cash flows, selling the financial
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assets or both.

In order to determine whether cash flows will
be obtained by collecting the contractual cash
flows of financial assets, the Bank analyzes
the frequency, values and timing of sales from
previous periods, the reasons for those sales
and expectations of future sales activity.

The bank's business model does not depend
on management's intentions for an individual

instrument.

A business model assessment is needed for
financial assets that meet the SPPI test, to
determine whether they meet the criteria for
classification as subsequently measured at
amortised cost or FVOCI. Financial assets that
do not meet the SPPI test are classified as at
FVTPL irrespective of the business model in
which they are held.

Three business models are allowed under IFRS 9:

a. Hold-to-collect

Financial assets in a hold-to-collect business
model are managed to realise cash flows by
collecting payments of principal and interest
over the life of the instruments. An entity need
not hold all of these assets until maturity.
Therefore, a business model's objective can be
to hold financial assets to collect contractual
cash flows even when some sales of financial
assets have occurred or are expected to occur.

In accordance with IFRS 9, paragraph B4.1.3, a
business model can be to hold financial assets
to collect contractual cash flows even when
some sales of financial assets occur or are

expected to occur in the future.

The following scenarios are considered by the
Bank, in accordance with IFRS 9, consistent

with a hold to collect business model:

a) the Bank sells financial assets
when there is an increase in the assets'
credit risk. To determine whether there
has been an increase in the assets' credit

risk, the bank considers reasonable and
supportable information, including
forward looking information. Irrespective
of their frequency and value, sales due to
an increase in the assets' credit risk are not
inconsistent with a business model whose
objective is to hold financial assets to
collect contractual cash flows because the
credit quality of financial assets is relevant
to the entity's ability to collect contractual
cash flows.

b)  salesareinfrequent (even if
significant in value) or insignificant in
value both individually and in aggregate
(even if frequent).

0 sales made close to the maturity of
the financial assets and the proceeds from
the sales approximate the collection of the

remaining contractual cash flows.

The hold-to-collect portfolio is applicable

to: Loans and advances to customers, Loans
and advances to banks, part of bonds from
banks portfolio and whose main objective is to
safeguard in stress times the continuity of the
bank's activity.

b. Hold-to-collect and Sale

An entity may hold financial assetsin a
business model whose objective is achieved
by both collecting con-tractual cash flows
and selling financial assets. In this type of
business model, the bank's key management
personnel have made a decision that both of
these activities are integral to achieving the
objective of the business model.

Compared to the business model with an
objective to hold financial assets to collect
contractual cash flows, this business model
will typically involve greater frequency and
value of sales. This is because selling financial
assets is integral to achieving the business
model's objective rather than only incidental
toit.

Within the financial assets portfolio of the
Bank, the "Hold-to-collect and Sale" Business
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Model is applicable to the bond portfolios,
managed for liquidity needs.

c. Other business model

The objective of the business model is
considered 'other’ when it does not fall into
one of the previous two categories discussed
above.

Afinancial asset must be measured at

fair value through profit or loss if they are
not held within either a business model
whose objective is to hold assets to collect
contractual cash flows or within a business
model whose objective is achieved by both
collecting contractual cash flows and selling
financial assets or it is held within one of the
above mentioned business model but do not

meet the SPPI criterion.

The "Other" Business Model is applicable to
the held for trading portfolio. Its strategy

is to realize cash flows through sale of the
assets or to manage the instruments actively
on a fair value basis in order to realize fair
value changes arising from changes in credit
spreads and yield curves.

2.9.2 SPPltest

Second step in the classification process is to
assess the characteristics of the contractual
cash flows in order to identify whether the
contractual cash flows are “solely payments of
principal and interest on the principal amount
outstanding” - SPPI test. The SPPI test is a one-
off exercise and is performed at the initial
recognition of the financial asset, based on the
contractual clauses of the instrument.

The most significant elements of interest are
typically the consideration for the time value
of money and credit risk. Interest can also
include consideration for other basic lending
risks (for example, liquidity risk) and costs (for
example, administrative costs) associated with
holding the financial asset for a particular
period of time. In addition, interest can include
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a profit margin that is consistent with a basic
lending arrangement.

To make the SPPI assessment, the bank applies
judgements and considers relevant factors
such as the currency in which the financial
asset is denominated and the period for which
the interest rate is set.

In contrast, contractual terms that introduce
a more than de minimis exposure to risks

or volatility in the contractual cash flows
that are unrelated to a basic lending
arrangement do not give rise to contractual
cash flows that are solely payments of
principal and interest on the amount
outstanding. In such cases, the financial
asset is required to be measured at FVPL.
2.9.3 Fairvalue

Fair value is the price that would be received
to sell an asset or paid to transfer a liability in
an orderly transaction in the principal (or most
advantageous) market at the measurement
date under current market conditions (i.e.,

an exit price), regardless of whether that

price is directly observable or estimated

using a valuation technique. More details are
presented in chapter 4 Fair value of Financial

Instruments.

2.9.4 Measurement at Initial
Recognition

Financial assets are measured at initial
recognition at fair value plus or minus directly
attributable transaction costs in the case of
financial assets other than fair value through
profit or loss.
Transaction costs:
a)  incremental costs that are directly
attributable to the acquisition, issue or
disposal of a financial instrument;
b) an incremental cost is one that
would not have been incurred if the Bank
had not acquired, issued or disposed of the



NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022
(allamounts are expressed in thousand RON, unless otherwise stated)

financial instrument;;
c)  trading costs include fees and
commissions paid to agents (including
agents acting as sales agents), advisers,
brokers and dealers, regulatory agency
fees and stock exchanges, as well as
transfer and attribution fees;
d) do not include bonuses or discounts,
internal financing or administrative costs,
or costs of ownership
For financial assets that are not measured at
fair value through profit or loss, transaction
costs are amortized in profit or loss using the
effective interest method.

2.9.5 Categories of financial
instruments

a)Financial assets at amortized cost (AC)
Adebtinstrument is to be measured at
amortized cost if the following conditions

are met: the financial asset is held within a
business model whose objective is to hold
financial assets for the purpose of collecting
contractual cash flows and the contractual
terms of the financial asset give rise, at certain
dates, to cash flows that are solely payments
of principal and interest, i.e. they meet the SPPI
condition.

b)Financial assets at fair value through other
comprehensive income (FVOCI)

Debt instruments

These financial assets are held within a
business model whose objective is achieved
by collecting contractual cash flows and sale
of financial assets and the contractual terms
of the financial asset give rise to cash flows
that are solely payments of principal and
interest due, they meet the SPPI test. On initial
recognition, financial assets are recognised
at their fair value, including transaction costs
directly attributable to the transaction.

They are subsequently measured at
fair value and changes in fair value

are recognised, under a specific line of
shareholders' equity. These financial assets
are also subject to the measurement of a
loss allowance for expected credit losses on
the same approach as for debt instruments
at amortised cost. The counterparty of the
related impact in cost of risk is recognised
in the same specific line of shareholders’
equity. On disposal, changes in fair value
previously recognised in shareholders'
equity are reclassified to profit or loss.

In addition, interest is recognised in the
income statement using the effective interest
method determined at the inception of the
contract.

Equity instruments

The Bank has made an irrevocable choice,
atinstrument level, to present in other
comprehensive income subsequent changes
in fair value of an investment in an equity
instrument which is not held for trading and
is not contingent consideration recognized by
a buyer in a business combination to which it
applies IFRS 3 "Business combinations”. In this
case, gains and losses remain valued at fair
value through other comprehensive income
without recycling to profit or loss.

c) Financial assets at fair value through
profit or loss (FVTPL)

Derivatives

A derivative is a financial instrument or
other contract with all three of the following
characteristics:

- its value changes in response to the change
in a specified interest rate, financial instrument
price, commodity price, foreign exchange
rate, index of prices or rates, credit rating or
credit index, or other variable, provided that,
in the case of a non-financial variable, it is
not specific to a party to the contract (i.e., the
‘underlying’).

- it requires no initial net investment or an

initial net investment that is smaller than
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would be required for other types of contracts
expected to have a similar response to
changes in market factors.

-itis settled at a future date.

In accordance with IFRS 9, derivative financial
instruments are measured at fair value

and carried as assets when their fair value

is positive and as liabilities when their fair
value is negative. Changes in the fair value of
derivatives are included in profit or loss, in net

trading income.

Equity instruments

In accordance with IFRS 9, the Bank will
measure equity instruments held for trading
in the category of financial instruments at fair
value through profit or loss.

Debt instruments

A debt instrument must be measured at
fair value through profit or loss if it does
not meet the conditions for amortised cost
measurement or fair value through other
comprehensive income measurement or
they are irrevocably designated at fair value
through profit or loss on initial recognition
(based on "accounting mismatch" concept).

The "Other” Business Model is applicable to
the held for trading portfolio. Its strategy

is to realize cash flows through sale of the
assets or to manage the instruments actively
on a fair value basis in order to realize fair
value changes arising from changes in credit

spreads and yield curves.

2.9.6 Subsequent recognition
Depending on the classification, financial
assets will be measured at amortized cost or

fairvalue.

Instruments classified as "AC" are recorded at

amortized cost using the effective interest rate

(EIR) or credit-adjusted effective interest rate
(CAIR) for purchased or originated financial
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asset(s) that are credit-impaired on initial
recognition.

2.9.7 Derecognition

The Bank shall derecognise a financial asset

when, and only when:

(a) the contractual rights to the cash flows

from the financial asset expire, or

(b) it transfers the financial asset and the

transfer meets the following two conditions:
i. transfers the contractual rights to
receive the cash flows of the financial
asset, or

retains the contractual rights to
receive the cash flows of the financial
asset, but assumes a contractual
obligation to pay the cash flows to one or
more recipients in an arrangement that
meets the conditions:
- The Bank has no obligation to pay
amounts to the eventual recipients
unless it collects equivalent amounts
from the original asset. Short-term
advances by the entity with the right
of full recovery of the amount lent plus
accrued interest at market rates do not
violate this condition.
- The Bankis prohibited by the terms
of the transfer contract from selling or
pledging the original asset other than
as security to the eventual recipients
for the obligation to pay them cash
flows
- The Bank has an obligation to remit
any cash flows it collects on behalf
of the eventual recipients without
material delay.
iii.  alltherisks and rewards of

ownership were transferred.

Also, in some circumstances renegotiation or
modification of the contractual cash flows of a
financial asset may lead to the derecognition

of the existing financial asset.

Thus, when a change in a financial asset
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results in a derecognition of the existing
financial asset and the subsequent recognition
of the modified financial asset, the modified
asset is considered a "new" financial asset in
accordance with IFRS 9.

In order to determine derecognition, changes
to the contractual clauses must be significant
in terms of quantity and / or quality.

2.9.8 Renegotiated loans
(forbearance)

If the terms of a credit agreement are
renegotiated due to the borrower's financial
difficulties and the renegotiation does not
lead to derecognition of the exposure, any
impairment is measured by reference to the
effective interest rate before the terms change.
Contract modification in distressed conditions
thatimply a decrease of more than 10% of the
NPV computed for the financial instrument
lead to derecognition. Other renegotions
conditions do not lead to derecognitions.
Forbearance exposures are defined as
exposures for which restructuring measures
have been taken to minimize the default risk.
The most used restructuring measures are to
grant concessions in the form of refinancing

/ rescheduling of a debtor in financial
difficulties and / or to modify loan terms
initially agreed upon by a contractual change

(eg postponement, waiver or moratorium).
2.9.9 Reclasification

If the Bank changes its business model for

the management of its financial assets,

then it shall reclassify those financial assets
according to the classification rules, except for
those financial assets that were assessed and

classified under an irrevocable choice.

According to IFRS 9, if the Bank reclassifies
financial assets, it shall apply the
reclassification prospectively from the
reclassification date. The entity shall not

restate any previously recognised gains, losses
(including impairment gains or losses) or
interest.
2.9.10 Impairment

General Aspects on the Principles of

Recognizing Expected Loss on Financial
Assets at Amortized Cost

IFRS 9 sets out a three-stage impairment
assessment model according to which
financial assets have (or have not) suffered a
significant increase in credit risk compared to
the time of initial recognition. The three stages
determine the level of impairment to be
recognized in the form of expected loss (ECL)
(as well as the level of interest income to be
recognized) at each reporting moment:

Stage 1: Credit risk has not increased
significantly - Recognizing the expected losses
for the next 12 months

Stage 2: Credit risk increased significantly from
the time of initial recognition - Recognition of
expected lifetime loss

Stage 3: Financial asset depreciated -
recognizing expected lifetime loss.

The estimated expected loss for the next 12
months is the credit risk loss of the financial
assets expected to occur according to the
likelihood of the default event occurring within
the 12 months following the initial recognition
or from the reporting date for the instruments
classified in stage 1.

Estimated expected loss over the life of the
financial instrument is the present value of the
expected loss according to the likelihood of
the default event occurring at any time until

the final maturity of the financial asset.

IFRS 9 sets out an impairment model based on
a forward-looking approach to the "expected
loss" that applies to:

a. Financial assets measured at amortized cost
b. Debt instruments measured at fair value
recognized in other comprehensive income,

and
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¢. Loan commitments and financial guarantee

contracts

According to the expected loss pattern set by
IFRS 9, expected credit losses are recognised
from the initial recognition of the financial

instrument, using 12 months expected credit

losses. The expected loss over the entire period

of the financial instrument will be recognized
in the event of a significant increase in credit
risk (,SICR") compared to the time of initial

recognition.

The significant increase in credit risk compared

to the time of initial recognition of a financial
asset is an indicator can be based on items
such as the currency of the loan, the collateral
coverage, the borrower's creditworthiness or
other forward-looking items however there is
a rebuttable presumption that the credit risk
on a financial asset has increased significantly
since initial recognition when contractual
payments are more than 30 days past due. A
significant exchange-rate shock at the level

of the denomination of credit that causes a
significant group of borrowers to request
conversion will be considered a relevant
indication of the significant increase in credit

risk.

The transition from recognizing 12-month
expected credit losses (Stage 1) to lifetime
expected credit losses (Stage 2) is based on
the notion of a significant increase in credit
risk over the remaining life of the instrument
in comparison with the credit risk on initial
recognition and includes the following
triggers at reporting date:

a/  Days past Due ("DPD") 31-90

b/ Performing forborne

¢/ Thetransaction / client rating

exceeds a predefined value or falls into

a determined range, or compared to

the historic value it deteriorates to a

predefined degree. In case the rating-

based staging is not possible (because

the rating category is not available)
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the following rule must be used as

stage 2 trigger: 10+ DPD in the last 6
reporting dates (the current one and the 5
preceding). Both the rating S2 trigger and
the 10+DPD rule should be used 6 months
after the first recognition, except for clients
with PJC type rating that can be classified
as stage 2 based on rating deterioration
also in the first 6 months since exposure

recognition.

The evaluation of the transaction / client
is based on the rating classes that are
established according to the Master Scale,
which contains 10 rating classes, used by
the OTP Group. The Master Scale provides
a standard rating scale for the entire loan
portfolio of the OTP Group.

In the case of loans granted to legal
entities corporate clients, the evaluation
of the transaction / client is done by the
following steps:

- Rating calculation that contains
quantitative and qualitative elements

is calculated at least once a year for
particular client;

- The individual calculated score for each
clientis transferred to all client's loans
which are mapped to the Master Scale
based rating categories.

The valuation of the loan portfolio
granted to private individuals and legal
entities retail clients involves an adequate
comparison of the rating calculated at
origination date with the current rating.
d/  Loan to Value ("LTV") in case of
private individuals secured loans exceeds
a predefined rate of 125% or for such
segment LTV cannot be derived due to
zero value of collateral

e/ The exchange rate of transaction’s
currency suffered an increase by 52.6%
since loan origination and there is no
hedge position in respect thereof

f/ Secured loans granted to individuals
for whom a loan currency conversion
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operation has been carried out.

g/ Legalentities clients flagged Watch
List 2 in the loan monitoring process;
clients with significantly increased risk
shall be selected individually to Stage 2 in
the monitoring process, according to the
decisions of the Credit Risk Committee,
however provision calculation on this
portfolio is done by using the collective
approach (individually selected but
collectively assessed)

h/  Incase there is significant change in
macroeconomic environment and it results
in significant increase in the lifetime
credit risk, based on the decision of the
OTP Bank's HQ Group Reserve Committee,
the affected loans / portfolios can be
transferred to Stage 2.

Credit-impaired financial assets are those

for which one or more events that have a
detrimental effect on the estimated future
cash flows have already occurred. These
financial assets would be in Stage 3 and
ifetime expected losses would be recognized. If
any exposure of a client is classified to Stage 3
then all its exposures have to belong to Stage
3. Indicators that an asset is credit-impaired
include observable data about the following
events at reporting date:

a/ Default status according to the Bank's CRR
based definition.

The default events are standings reached by
the loan contracts as defined in the current
document and Annex 3 of the Risk Assumption
Regulation of OTP BANK ROMANIAS.A., in

line with EBA definition and OTPH Group
approach. The identification of default status
is performed on transactional level in the
private individual segment and on client level
in the non-retail segment. Default status at
transaction level will contaminate all client
transactions in the private individual segment
and in the non-retail segment. A default shall
be considered to have occurred with regard to
a particular obligor when either or both of the
following have taken place:

l the institution considers that
the obligor is unlikely to pay its credit
obligations to the institution, the parent
undertaking or any of its subsidiaries in
full, without recourse by the institution to
actions such as realizing security;
According to CRR (Art. 178. section 3.)
elements to be taken as indications of
unlikeliness to pay shall include the
following:
a/ theclientis transferred to special
credit handling (Restructuring &Work-
Out Directorate management);
b/ Bankruptcy, liquidation, personal
bankruptcy, forced deleted status:
ba/ there is a bankruptcy, liquidation,
(municipality) debt settlement
procedure in progress in respect of
the client, or the debtor takes partin
similar protection;
bb/ the institution has filed for the
obligor's bankruptcy or a similar
order in respect of an obligor's credit
obligation to the institution, the parent
undertaking or any of its subsidiaries;
bc/ the client's status has changed to
forced deleted.
¢/ theinstitution sells the credit
obligation at a material credit- related
economic loss;
d/ Active distressed restructuring of
the obligation: the institution agrees to
the distressed restructuring of the credit
obligation, if in all probability as a result
of this the financial liability decreases
due to the forgiving or forbearance of a
substantial part of the principal, interest
or fees, as the case may be. During the
distressed restructuring the transaction
acquires non-performing forborne
status (see: forborne definition). All non-
performing forborne exposures have to
be considered defaulted.
e/ Delay in connected saving product;
f/ Cross default applied in the retail
segment;

All on-balance sheet and off-balance
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sheet exposures to a single client are
considered as defaulted, if the client has
one defaulted transaction.
g/ Other default event: It must be
regarded as a default event in the case
of all client types, if the contract is
terminated on the initiative of the Bank
and the amount exceeds the materiality
threshold.
II. The obligor is past due more than 90 days
on any material credit obligation to the
institution, the parent undertaking or any of its
subsidiaries.
lll. Legal entities clients flagged with Client
Risk Status Watch List 3/ Work Out during the
loans monitoring process or clients managed
by the Restructuring &Workout Directorate
IV. Clients selected by risk management (soft
criteria)
V. "Debt to asset law" active notification status
marked at loan level
VI. Actively forborne loans with more than 3
restructuring operations implemented by the
bank during loan lifetime
VIl.Legal entities with loans initially marked
as Stage 2 that following their individually
monitoring assessment (in accordance to
internal regulations regarding legal entities
loan monitoring) are showing significant
impairment indications, i.e. forbearance
operations, payments delays, classification
into risk classes ineligible for funding - e.g. risk
class 7 where risk class 8 reflects the default,
significant decrease of turnover, dependence
on a single customer, loss making, etc., and in
which case the Credit Risk Committee decides
the transfer in the risk category (client risk
status) Watch List 3 / Work Out.
VIII. Loans granted to customers who in the
past had loans granted by the bank and
subsequently transferred to a debt collection
company or who are found in the internal

records of the bank on suspicion of fraud.

Cessation of default
Default status of a client/transaction, that
originates from the objective criteria, can
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be ceased when the objective criteria are

not fulfilled anymore (and there are no any
indications of "unlikely to pay"):

a/ thereis no credit obligation more than 90
days past due, and/or

b/ the amount of overdue does not exceed the
materiality threshold.

¢/ after the ensuing of the above two factors
this condition persists for minimum 3 months

(3-months-long cure period).

Default due to "unlikely to pay” can be
considered healed - besides no other criteria
of default are met - when the criterion of
default no longer exists, thus:
a/ Inthe enterprise segment:
- The impaired status ends,
- If it is no longer subject to individual
assessment,
- if a decision is made on the
termination of the subjective default
status.
b/ In the retail segment and in the case of
retail enterprise:
- The impaired status ends,
¢/ If the bankruptcy, liquidation, forced deleted
or terminated status is ceased
d/ If the client is no longer special handled.
e/In the case of distressed restructuring,
the client/transaction/client group may be
removed from the default status if it acquires
performing forborne status (see: Forborne
definition).
f/ consider that no trigger of default continues
to apply to a previously defaulted exposure,
where at least 3 months have passed since
the moment that the conditions referred to in
Articles 178(1)(b) and 178(3) of Regulation (EU)
No 575/2013 cease to be met ;

Financial assets are analyzed to determine the
expected loss adjustment at each reporting
date. The adjustment for the expected loss on
a financial instrument is equal to the amount
of expected lifetime loss if the credit risk
associated with that financial instrument has
increased significantly since initial recognition.
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If the credit risk for a financial instrument
did not increase significantly after the initial
recognition, the Bank shall measure the loss
adjustment for that financial instrument at
a value equal to the 12 month credit losses

expected.

For purchased or originated credit-impaired
financial assets (POCls), the Bank recognizes
as a loss adjustment only the cumulative
changes in expected lifetime loss after initial

recognition.

At each reporting date, the Bank shall
recognize in profit or loss the amount of
change in expected lifetime loss as a gain or
loss on impairment.

In case of purchased exposures (other than
loans but including purchased financial assets
from other OTP Group members, purchased
financial assets from outside of the Group,
financial assets acquired during an acquisition)
impaired (stage 3) and non-impaired (stage 1,
2) receivables should be handled separately for
provisioning purposes. As the origination date
equals to the purchase date, the allocation of
the financial assets to the stage 1 categories

is different from the above described staging
rules. The Bank shall assess whether the

credit risk on a financial asset has increased
significantly since the purchase date, the rules
of the categorization are the followings:

a/ In case transaction is classified into

stage 1at the date of purchase, then rules in
subsection 2.9.10 should be applied.

b/ Stage 3 (impaired) deals: the Bank
considers these exposures as POCI (lifetime

credit loss)

If the characteristics of the deal does not
change significantly and the Bank does not
consider it as a derecognition, the inclusion in
depreciation stages will be done based on the
full history of the deal (relative triggers).
Financial assets at amortized cost: For this
category, the loss amount is measured

using the formula PL x LGL X Exposure. PLs
(Loss probability) and LGL (loss in case of
loss) are calculated based on the residual
maturity of the exposure. The cash flows
from the collateral realization are taken into
consideration when calculating the expected
credit losses. The amount of the loss is
recognized in profit or loss.

Financial assets measured at fair value
through other comprehensive income: For this
category, the loss amount is measured as PL
x LGL X Exposure. PLs (loss probability) and
LGL (loss in case of loss) are calculated based
on the residual maturity of the exposure.

Loss adjustment must be recognized in other
comprehensive income and should not reduce
the carrying amount of the financial asset in
the statement of financial position.

When issuing a financial instrument, it is
assumed that the Bank enters into market
transactions and therefore the value of the
instrument recorded in the accounting will be
equal to the net cash flow paid or received by
the bank.

The Bank records the adjustment for the
expected loss of financial assets in a separate
allowance account provision and does not
directly reduce the carrying amount of the
asset.

Expenditures with third parties such as
legal fees resulting from the conclusion

of the loan are treated as part of the cost
of the transaction. All loans and advances
are recognized when cash is transferred to

borrowers.

The provisioning policy used by OTP BANK
ROMANIA is based on the methodology for
identifying and assessing expected losses and
provisions in accordance with IFRS 9.
According to IFRS 9, the loss on the expected
credit can be determined on the basis of
individual analysis or collective analysis.
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The general rule is to apply individual
impairment for exposures above the threshold
of the individual assessment only in Stage

3. However, particular rules for moving
exposures below the threshold to individual
assessment may be applied depending on
local market threats. Exposures classified into
Stage 1and Stage 2 should be assessed based
on the collective methodology in line with

the IFRS 9 principle of 'without undue cost or
effort’.

Recognition of the expected loss over the
life of the collective financial assets takes
into account comprehensive credit risk
information. Comprehensive information

on credit risk incorporates both historical
and present-day relevant information,
including macroeconomic forward-looking
information to estimate a result close to
recognizing expected loss over the life of
individual financial assets. All credit exposures
are subject to collective analysis without
exception, even though some exposures are
eventually analyzed and provisioned on an
individual basis.

Recognition of the expected loss on loans on
a collective basis

In order to determine the significant increase
in credit risk and the recognition of an
impairment adjustment on a collective basis,
the Bank groups the financial instruments

on the basis of the common credit risk
characteristics in order to facilitate the early
identification of the significant increase in
credit risk. Analysis of portfolio granularity for
segmentation purposes is the first step of the
collective analysis and is based on the analysis
of default rates at sub-segments compared

to upper segments. A significant deviation of
these values indicates the favorable relevance
of including the subsegment in collective

analysis.

The characteristic elements of the credit
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activity used for segmentation will be:
a/ For legal entities
- Business line: Corporate, SME,
Municipalities
b / For individuals
- Instrument type:
0 Mortgage or Personal loan secured
by mortgage
o Currency
o Consumer cash loan
o Credit cards
o Origin entity
o Overdrafts

The Bank will calculate the provision for each
exposure analyzed collectively based on the
parameters below:

- Probability of default (PD) - is estimated for
the entire life of financial instruments with the
possibility of dividing at incremental values
for each remaining life year. PD estimates are
point-in-time (PIT), reflecting relevant present
and future information.

Estimating the probability of default for the
next 12 months or over the remaining lifetime
is based on migration matrices. Matrices

are matched to reflect the migration of

the number of exposures over a 12-month
range, the range most relevant to OTP BANK
ROMANIA's profile. In situations where the
12-month migration does not generate
relevant results, long-term migration
matrices will be used. In order to calculate the
expected loss over a one-year horizon and the
remaining life, default probabilities should be
broken down to incremental levels for each
remaining life year. Point-in-time values are
obtained by successive iterations consisting

in multiplying the annualized matrix by
successive power ups according to the number
of years left to maturity.

- PL (Probability of Loss) is the probability of
default (PD) multiplied by the Tminus cure rate
(1-CR), where cured category is which does not
reach loss category after the default event.
PL = PD x (I-CR).
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- LGL (Loss Given Loss) is the ratio of the EAD
which is expected after default event when the

loss category is reached.

Estimation of anticipatory default probabilities
is based on the Vasicek model for all
incremental PD series obtained for each
segment / category. The resulting PD (and

PL) estimates are converted into modified

PD estimates reflecting the expected state of
the economy in line with the macroeconomic
forecast scenarios. The input parameters
required for the Vasicek model are determined
from the OTP Group's macroeconomic model
used in ICAAP to determine the correlations
between GDP and other macro variables (eg
exports, unemployment) and to determine the
relationships between the maco variables and
the default probabilities observed at the level
of different segments.

Considering the global phenomenon
associated with the inflation rate and its
significance at the microeconomic level, in
a context burdened by many uncertainties
caused by the outbreak of the war in
Ukraine, but also by the energy crisis that
appeared as a side effect of geopolitical
tensions, the inflation rate is a key element
to be taken into account in the models

implemented by the bank.

Thus, the Bank investigated the inflation

as a potential macro variable that could

be incorporated into the macro model.

Summarizing the findings of this separate

analysis on the impacts of the inflation on the

portfolio quality carried out in the fall of 2022:

The investigation of the macro model

from the point of view of the increasing
inflation gives comforting results as for
almost each product in the Group there are
real macroeconomic variables applied that
are able to manage the negative impact
coming from the changing inflational
surroundings. This is because in case the
increase in inflation exceeds the increase

in nominal macroeconomic variables, the
real variables would have their impact on
the default probabilities anyway.

Investigating the period prior to
inflation increase is essential, given the
increase in real wages could significantly
improve the stress absorbing ability of
customers who applied earlier for a loan.

The sensitivity of the customers to
the indirect impact of inflation increase
could significantly vary depending on their
wages, or their ability to increase their
wages. Also the cost structure plays an
important role (PTl ratio), the extent of the
disposable income and the amount of their
wealth.

Drawing the conclusion of the above
two points, increase in risk could primarily
arise in case of those portfolios where
the granting of the loan has happened
recently with high PTl ratios and low
wages (tight financial indicators in case or
corporations).

The indirect negative impacts
could manifest, if the introduced fiscal
and monetary policy measures evoke an
economic slow-down. This is captured
through the macro model is use, where it
is managed with the help of the forward-
looking change in macroeconomic
variables (GDP, consumption, investment
rate, employment rate etc.) together with
the applied scenario wights.

The negative impact of the rapidly
growing inflation could appear on
customer level given their everyday
spending (other than debt service) is
going to increase, which is the case for
corporations as well regarding their
operational costs. This negative impact is
going to lead to higher default rates only
if itis not accompanied by an increase in
wages for customers, or in revenue for

corporations.

To summarize, an increase in inflation rate

might have a negative impact on solvency, but
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it can also be influenced by numerous factors,
all of which are well managed by the current

macro model.

Compared to last year, the scenario estimate
module has been changed by eliminating

the methodology of technical scenarios and
the mechanism for determining the relative
weights of various scenarios, because it was
introduced the forward-looking component.
An important objective of the impairment
assessment requirements of the IFRS9
methodology is to recognize expected losses
from all financial instruments for which there
has been registered a significant increase

in credit risk since initial recognition, taking
into consideration all relevant available
information and historical accuracy, including
those based on expectations about the
economy's future evolution. The forward-
looking component is based on assumptions
about the economy's future evolutions, which
aids in making predictions and forecasts about

future business situations.

OTP Bank is considering the IFRS9
methodology and implement in the model the
calculation of the expected loss based on the
assumptions regarding the macroeconomic
framework, by including in the model various
scenarios regarding the evolution of the
economy. Also, the Bank has established
various long-term macroeconomic scenarios.
Each scenario shows a different trajectory of
GDP and has a different weight in the model.
The final weights of the scenarios are based on
the decision of the OTPH Reserve Committee.
In 2022 was introduced the linearized Vasicek
Model as a simplified option for estimating
the distribution of PDs associated with risk
categories.

Furthermore, to acomodate a more risk
sensitive portfolio segmentation regarding
risk categories it was implemented the
usage of ratings of group-wide masterscale
model instead of the previously applied DPD
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categories. The formation of the homogenous
groups based on rating categories is thus a

more risk sensitive categorization.

Since a more complex analysis of the
migration of customers from the rating
categories they belonged to was desired, the
linearized Vasicek model was implemented,
where the distance to economy (DTE) describes
the macro conditions, and the distance

to default (DTD) stands for the portfolio
quality, and a linear relation was assumed
between DTE and DTD. This estimation could
be performed on risk bucket level, thus the
linearized Vasicek-model provides a more

granular estimation of macro sensitivity.

Economic indicator called ,DTE" (distance to
economy) indicates the general macro state of
the economy of a given country. The indicator
is calculated for all macro variables, and of
course it can be different in case of different
macro variables at the same time, because

in the economy the variables can fluctuate
differently. It can be calculated based on the
following formula: subtracting the mean of
the time series of actual data from a given
variable, then dividing it by the standard
deviation of the actual data series.

DTE shows how close or how far the period
under investigation is from the reference
value, which is the average state of the
variable. This is a value representing how well
an economy is doing as of the observation
period compared to the average.

If the DTE for a certain variable is O, this would
mean that the variable of the observation
period is exactly the same as the average of
the whole time series.

DTE can be calculated for all the macro
variables from the bank's model.

Economic indicator called ,DTD" (distance

to default) is calculated by modelling DTE
indicator. DTD gives information about default
rate of the given period. The relationship
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between these two indicators can be modelled
with the application of linear regression, where
the regressor is the DTE series based on the
actual macro variables and the dependent
variable is the DTD series of the observed

default rate time series.

During the modeling process, the Bank used
the following macroeconomic variables (where
appropriate data were available) based on
the proposal of the OTP Research Center
experts and the quarterly historical time series
provided by them:

-annual GDP change (input parameters in

scenario);

-annual consumption change (C),

-annual export variation (EX),

-annual change in investments (1),

- annual change in the number of

unemployed (UEMP);

- annual change in the number of people

employed (PMM),

-annual nominal property price change

(REP),

- Annual wage variation (W).

Generally, two crisis scenarios and three non-
crisis scenarios are created, and expectations
about macroeconomic conditions are reflected

in these scenarios.

The origin of macroeconomic scenarios is
always the forecasting scenario, which is one
of the five scenarios considered, and the other
four scenarios derive from it.

Using the long-term GDP distribution
determined by the Bank's macroeconomic
model, confidence levels for the GDP projection

were estimated.

Based on the projected confidence level of the
first year and the most recent value for it, the
position of the forecasting scenario can be set

in the hierarchy of the five possible scenarios.

The other four scenarios are technical

scenarios, defined by expert rules:

« Crisis scenarios: Crisis scenarios show
different levels of economic contraction
(moderate and severe declines in GDP), so the
impact of a crisis on portfolio quality can be
estimated with greater accuracy.

* Non-Crisis scenarios: Compared with the
forecasting scenario, one of the non-crisis
scenarios is more optimistic and the other
more pessimistic (without crisis conditions),
but there are possibilities for exceptions
depending on the economic cycle. These
scenarios are defined by OTP Bank experts
and show different trajectories of GDP under

normal circumstances.

Risk parameters and depreciation value are
defined in each scenario. According to IFRS9,
the final asset depreciation is calculated as
a weighted arithmetic mean of the values

in each scenario, where the weights are the

likelihood of each scenario occurring.

For 2022 the Bank uses 3 scenario: the
optimistic scenario (20%), forecasting scenario
(60%) and stres scenarios (20%)

- Loss in case of default (LGD) - is estimated
for each year of the expected lifetime of

the exposures in order to calculate lifetime
expected losses.

The Bank model uses a rather narrow ‘bad’
loan definition (‘Loss' category of the transition
matrix) and the cure/healing from default is
fully handled in the PD estimation. Therefore
the LGD parameter should more likely be
considered as 'loss given loss' rather than 'loss
given default' thus no cure/healing should

be taken into account in the course of the LGD
estimation.

Consumer LGLs are estimated at portfolio
level where the segmentation variables are:
vintage, currency (local/foreign) and exposure
size (small/medium/large). The length of

the workout process and thus the scope of
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considering cash incomes is set at 6 years.
Where the vintage recovery history is less than
6 years, future recoveries are estimated based
on the performance of previous vintages.

For Stage 3 exposures with high days past
due, the vintage based LGL estimations are
modified according to the time already passed
in the collection process.

The LGL parameter for private individuals
mortgage backed, SME and Wholesale
portfolios (including Municipalities if the
case) is estimated based on a calculation that
is performed for each exposure individually
derived from the mortgage LGL calculation of
the Asset Quality Review.

Separate LGD estimation should take place
for exposures already in the absorbing state
using the same principles as defined in this
chapter. When estimating LGD for loans in the
absorbing state the following should also be
considered:

Definition of an appropriate workout
period through which recoveries are likely
to occur (write-off point)

Time already spent in the absorbing
status

The effect of time already spent in
the absorbing state should be properly
reflected in the estimated parameters (e.g.
FSR)

Any event occurring during the
workout process should be incorporated in
the parameters (e.g. unsuccessful auction
of a real estate)

LGD methodology has to be consistent to

PD parameters in terms of healing and cure
rates. OTP Group methodology sets the barrier
between PD and LGD called absorption state
to DPD360+, write off or NPL debt sale that is
called Loss category. It means the cure rate
below DPD360+ is integrated into to migration
matrices and LGD calculation measures the
potential loss and recovery after default

given that the Loss category is reached. OTP
Group methodology introduces the two new
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measures: PL and LGL. LGL (Loss Given Loss) is
the ratio of the EAD which is not expected to
be recovered after the default event if the loss
category is reached.

- Exposure in case of default (EAD) -
impairment will be calculated both at the
balance sheet and off-balance sheet levels.
Given that the expected loss is estimated on
each residual maturity of the instrument, the
exposure in case of default will be estimated in
the same way.

All types of off-balance loan commitments like
undrawn credit lines, guarantees and other
off-balance items are included in the EAD
calculations. Off-balance items are included
in the exposure at default with the use of an
exposure specific credit conversion factor
(CCF) based on proposals from Revisions to
the Standardised Approach for credit risk,
Basel Committee on Banking Supervision

- December 2015 aligned to expert values
provided by OTPHQ.

EAD is integrated at contract level and
includes the Gross Amortised Cost value of
assets (GAC) and credit converted off balance
sheet items. Upon the calculation of the
lifetime EAD, in the case of exposures classified
as showing significant increase in risk (stage2),
are used the repayment schedule-based EADs.
In the calculation of impairment losses, future
cash flows are updated to the original effective
interest rate. As a result, only the effect of
reducing cash flows is recognized as a loss -
that amount is not affected by other factors
(eg, changes in market interest rates or credit
ratings of the borrower) that could affect the

fair value of the asset.

The loans resulted from transactions which
generate negative balance of bank account
are evaluated according to the collective
loan provision calculation methodology. In
the situation that this type of receivables
are fulfilling the conditions for stage 3
classification, will be integrally provisioned,
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classified into stage 3 category and measured
collectively.

Recognition of expected loss on loans on an
individual basis

Exposures will be analyzed on an individual
basis according to certain conditions above

a predefined materiality threshold, clients
managed by the Restructuring and Recovery
Department, clients with notifications
according to the Debt Discharge Law no.
77/2016.

The Credit Monitoring Committee performs an
analysis on a case-by-case basis regarding the
opportunity of contamination of the members
of the client groups in the scope of analysis on

an individual basis.

The expected loss on loans is calculated on

the basis of the amortized cost and the actual
value based on the effective interest rate (EIR)
of estimated future cash flows (voluntary and

collateralised).

Future cash outflows will be estimated on

the basis of the official financial statements

of approved borrowers adjusted accordingly
by the Bank. These estimates will be made

in a forward-looking approach, based on
macroeconomic trends, inflation, dividend
payments, shareholders and other business
inputs, etc. The unique effects will be
considered and adjusted according to the
previous observed behavior.

Cash flows related to foreign currency loans
will be estimated as follows:

a / Cash flows will be estimated in the currency
of the credit

b / Cash flows will be currently updated at the
EIR rate, and

¢ / Cash flows will be converted to RON at the
official exchange rate at the reporting date.

Exchange rate fluctuations influence the ability
of borrowers to repay the currency risk, thus
influencing credit risk. The impact of potential

exchange rate changes should be assessed in
the individual review process.

The cash flow from collateral shall be
calculated using the collateral amount
allocated to the liquidation. The liquidation
value is relevant if there is a risk that the client
becomes non-cooperative and, consequently,
the Bank will go to forced execution.

Liquidation value is collateral value which,

in the event of default, can be capitalized
immediately or within a relatively

short time span and which includes all
liquidation costs. Both estimates of future
cash flows (operational and derived from
collateralisation) should include the negative
component of expected cost estimates (eg
valuation of real estate collateral, legal
representation, security, etc.).

In order to meet the potential financial crisis
generated by the Covid pandemic, the bank
has adjusted the provisioning methodology for
the end of 2020.

Reversal

The amount of expected credit losses reversal
that is required to adjust the loss allowance, at
the reporting date to the amount computed,
will be recognised in profit or loss as an
impairment gain.

Write-off policy

The bank may decide at least once a year to
review the portfolio, which may result in the
decision to remove from the balance sheet by
writing off certain items:

The write-off can be performed
individually (certain files), based on the
individual analysis, whenever the elements
that allow the write-off intervene

All credits for which the write-
off will be performed must be non-
performing and must be fully provisioned
in accordance with IFRS standards

Reaching the maximum level of
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provisioning of the elements for which the
write-off will be carried out must be prior
to the write-off operation itself

The write-off can affect a client, a
group of clients, a list of clients, depending
on the specific context in which the

respective operation takes place

The loans' write-off can be of two types:

total - in case all the credits (the
entire exposure) of a client are subject to
the write-off procedure;

partially - when only part of a
non-performing loan of a client is the
subject of the write-off, the rest of the
credit remaining on the Bank's balance
sheet; also, from the legal point of view
and of the reports to the third entities,
the Bank will consider as partial write-
off the situation in which only some non-
performing loans of a client are subject to
this procedure, the other loans of the same
client remain recorded in the balance
sheet of the Bank.

The bank analyzes whether the write-off
can be performed and whether for certain
elements the conditions are cumulatively
fulfilled:
there are no reasonable expectation
of recovery that would justify keeping the
debt in the Bank's balance (or the estimate
of collection, from the existing guarantees,
is small, compared to the total level of
exposure);
legal recovery procedures to be
initiated by the Bank;
the extinctive prescription of the
Bank's right to recover its debt has not
occurred;
the client must register more than
365 days late;
the claim / part of the debt that the
Bank wishes to remove from the balance
sheet is to be fully provided, according to
IFRS standards.
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The write-off procedure can be carried

out, in all cases, based on the decision of
the competent entity, which will decide
after analyzing the proposal of the
Restructuring and Work-out Directorate
and the documentation existing in the

file indicating the fulfillment of the above
mentioned conditions. The proposal of the
Restructuring and Work-out Directorate
will also contain the legal opinion from the
Legal Work-out Department, by signing the
respective proposal by a representative of this
department.

The registration of the items in off-balance
sheet accounts will be done immediately

after obtaining the approval for the write-off
(preferably in the month in which the approval
of the respective proposal took place, or at the
beginning of the following month).

Provisioning methodology for sovereign and
counterparty exposures

For sovereign and counterparty exposure,
impairment calculation is performed
regardless of the stage category to which the
exposure belongs. The stage classification

of sovereign and counterparty exposures is
performed by the Operational & Market Risk
Department.

For counterparty exposures, impairment
calculation is performed irrespective of the
residual maturity of the exposure and for
overdue exposures. The LGD parameter has
the same value for all counterparties. The

PD parameter is a point-in-time PD and is
calculated as the average of PDs originated
from the counterparty's internal rating score
and the external (only Fitch) rating. The PD and
LGD parameters for counterparty exposures
used in the calculation are similar to those
used in the ICAAP process of OTP Bank Plc.
Hungary. For exposures towards a central
bank in the country's local currency, the Bank
considers the risk of default as expressly low,
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given that the central bank has the ability to
print money within the framework of monetary
policy. Consequently, the Bank may decide to
classify the impairment for these exposures as
immaterial and not to register it.

Provisioning methodology for other financial
assets

Provision calculation for purchased trade
receivables is based on the recognition of
expected credit losses on a collective basis and
on recognition of expected credit losses on an
individual basis.

After the partial write-off, during the valuation
of the receivable, the impairment must be
assessed in respect of the gross AC (gross book
value) reduced by the write-off outstanding
against the client. The volume of the recovery
that is likely to be realised from the total
receivable (due on the basis of the contract)
must be determined and the amount of the
expected credit loss may be calculated on the
basis of this. The amount of the expected credit
loss must be recognised as impairment, as
applicable, up to its gross AC reduced by the
partial write-off (to its gross book value). The
net value of the receivable affected by partial
write-off before the write-off must always
correspond to the net value after the partial
write-off.
210 Financial liabilities

Initial recognition is based on the fair value of
the liabilities, normally equal to the amount
collected or the issue price, adjusted for any
additional costs/fees directly attributable

to the single funding or issuing transaction
(transaction costs) - excluding internal
administrative costs. Initial recognition occurs
at the date of subscription of the contract,
which normally coincides with the time of
collection of the sums deposited or the issue of
debt securities.

After initial recognition, the Bank measure all
financial liabilities at amortized cost, except
for financial liabilities that are held for trading
which are measured at fair value through
profit or loss.

Financial liabilities measured at amortized
cost

Amounts due to banks and to customers are
recognized in the Liabilities section of the
Statement of the Financial Position under
lines: "Due to banks" and "Due to customers”;
these liabilities are measured at amortised
cost (Liabilities at Amortised cost).

Liabilities at amortised cost include various
forms of funding on the interbank market and
with customers,

repurchase agreements with commitment to

repurchase.

Financial liabilities held for trading

Afinancial liability must be classified as "held
for trading” if it is held to be traded in the near
term or it is part of a portfolio of identified
financial instruments for which there is
evidence of a recent actual pattern of short-
term profit-taking. Held-for-trading liabilities
are recorded and measured in the statement
of financial position at fair value.

Derecognition of financial liabilities

The Bank shall remove a financial liability (or a
part of a financial liability) from its statement
of financial position when, and only when,

itis extinguished - i.e. when the obligation
specified in the contract is discharged or
cancelled or expires.

2.1 Derivatives

In the ordinary course of business, the Bank

is a party to contracts for derivative financial

instruments, which represent a very low initial
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investment compared to the notional value

of the contract. Generally, derivative financial
instruments include currency forward and
swap agreements. The Bank mainly uses
these financial instruments for business
purposes and to hedge its currency exposures
associated with transactions in financial

markets.

Derivative financial instruments are initially
recognised at fair value and are subsequently
re-measured at fair value. Any transaction shall

be recognized in profit or loss when incurred.

Fair values are obtained from quoted market
prices, discounted cash flow models and
option pricing models as appropriate. The
Bank adopts multi curve valuation approach
for calculating the net present value of future
cash flows - based on different curves used
for determining forward rates and used for
discounting purposes. It shows the best
estimation of such derivative deals that are

collateralised.

There is no other credit value (CVA), debit value
(DVA) or funding value (FVA) adjustment applied.

Credit valuation adjustment (CVA): the CVA
adjustment applies to valuations and market
quotations whereby the credit worthiness of the
counterparty is not reflected. It aims to account
for the possibility that the counterparty may
default and that Bank may not receive the full
fair value of the transactions.

In determining the cost of exiting or
transferring counterparty risk exposures, the
relevant market is deemed to be an inter-
dealer market. However, the determination
of CVA remains judgemental due to i) the
possible absence or lack of price discovery

in the inter-dealer market, ii) the influence
of the requlatory landscape relating to
counterparty risk on the market participants'
pricing behaviour and iii) the absence of a
dominant business model for managing

OTP Bank Romania Annual Report 2022

NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022
(allamounts are expressed in thousand RON, unless otherwise stated)

counterparty risk.

The CVA model is grounded on the same
exposures as those used for regulatory
purposes. The model attempts to estimate
the cost of an optimal risk management
strategy based on i) implicit incentives and
constraints inherent in the regulations in force
and their evolutions, ii) market perception

of the probability of default and iii) default
parameters used for regulatory purposes.

Funding valuation adjustment (FVA): when
valuation techniques are used for the purpose
of deriving fair value, funding assumptions
related to the future expected cash flows are
an integral part of the mid-market valuation,
notably through the use of appropriate
discount rates. These assumptions reflect what
the Bank anticipates as being the effective
funding conditions of the instrument that

a market participant would consider. This
notably takes into account the existence

and terms of any collateral agreement.

In particular, for non- or imperfectly
collateralized derivative instruments, they
include an explicit adjustment to the interbank
interest rate .

Own-credit valuation adjustment for debts
(OCA) and for derivatives (debit valuation
adjustment - DVA): OCA and DVA are
adjustments reflecting the effect of credit
worthiness of Bank, on respectively the value
of debt securities designated as at fair value
through profit or loss and derivatives. Both
adjustments are based on the expected

future liability profiles of such instruments.
The own credit worthiness is inferred from

the market-based observation of the relevant
bond issuance levels. The DVA adjustment

is determined after taking into account the
Funding Valuation Adjustment (FVA).

Changes in the fair value of derivative financial
instruments that do not qualify for hedge
accounting are recognized in profit or loss of
the period. All derivatives are carried as assets
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when fair value is positive and as liabilities

when fair value is negative.

212 Property and equipment
Tangible assets consisting of buildings and
equipment are initially recognized at cost.
Subsequent to initial recognition as assets, the
land and the buildings are revalued.

The Bank carries out revaluation of fixed assets
with sufficient regularity to ensure that the
carrying amount of these elements is not
significantly different from that which would
be determined using fair value at the end of
the reporting period.

The last revaluation of land and buildings was
carried out in the last quarter of 2022 by an
independent valuator (ANEVAR member), the
fair value being determined based on market
values and where market values could not

be determined, the independent valuator
estimated fair value using anincome or a
depreciated replacement cost approach. The
fair values of the buildings were booked as

of end of December 2022. As at December
2022, the fair value was RON 103,525 thousand
consider level 2 hierarchy. A impairment test
was performed in December 2022 and no

modification was found.

The evaluation was recognized by modifying
the gross value and the accumulated
depreciation of each asset so that its carrying
amount is also the revalued amount.

If the carrying amount of an asset is

increased as a result of the revaluation,

the Bank recognizes the increase in other
comprehensive income and against equity, by
way of revaluation reserves. The increase is
recognized in profit and loss to the extent that
it reverses a revaluation decrease of the same

asset, previously recognized in profit or loss.

If the carrying amount of an asset is impaired
as a result of the revaluation, the Bank

recognizes the decrease in the Profit and
Loss. The decrease is recognized first by
reducing the balance of revaluation reserves
recorded in other comprehensive income
and if the decrease is higher than existing
revaluation reserves, than it is recognized in

the profit and loss.

The revaluation reserves included in equity, in
respect of a fixed asset which is derecognized,
is transferred directly to retained earnings.

Impairment charges / depreciation of
property and equipment are recognized in the
Income statement under caption "Amortization
of tangible and intangible assets". Land and
works of art are not depreciated. Assets under
construction are not amortized until put into
use. Maintenance and repairs are recognized
in the profit and loss account at the time

of their realization and improvements are

capitalized to the asset's carrying amount.

All property and equipment, except land, are
depreciated using the straight-line method to
allocate their cost over estimated useful lives

as follows:
The rate of
Lifetime  depreciation
Type of asset .
(years) (in percentage
%)
ATMs 8 12.5%
Tele_commumcatlons Max 5 20%
equipment
Furniture Max 10 10%
Stat}onery and Office Max 4-5 20% - 5%
Equipment
Computers 4 25%
Safe deposit boxes Max 20 5%
Means of conveyance 6 16.7%
Facilities air 68 125%-16.7%
conditioning
Buildings Max 50 2% -10%

The carrying values of property and equipment
are reviewed for impairment when events or
changes in circumstances indicate the carrying
value may not be recoverable. If any such
indication exists and where the carrying values
exceed the estimated recoverable amount, the
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assets are written down to their recoverable
amount, being the greater of net selling price

and value in use.

Gains and losses on the disposal / sale of fixed
assets are calculated by comparing the sales
price with their carrying amounts.

At the end of the financial year, the Bank
reviews the carrying amounts of property,
plant and the estimated useful lives and
depreciation methods. The Bank asseses also
the recoverable amount and the impairment
loss (if any).

When the carrying amount of premises and
equipment is higher than the estimated
recoverable amount, the carrying amount
is written down to its recoverable amount
by recognizing an expense in the income
statement. If the estimated recoverable
amount exceeds the carrying amount of
an asset for which there was previously
recognized an impairment adjustmen,

the adjustment is reversed in the income
account, partially or entirely, depending of

the actual case.

An impairment loss of property and
equipment other than land and buildings is
recognized in profit or loss. An impairment
loss of land and buildings is recognized

in other comprehensive income if the
impairement loss is lower than the revaluation
reserve. Any other difference is recognized in
the Profit and Loss Account.

At the end of the financial year, the Bank
assesses whether there is any indication
that an impairment loss recognized in prior
periods for an asset no longer exists or has
decreased. If any such indication exists, the
Bank estimates the recoverable amount

of the asset. If the estimated recoverable
amount exceeds the carrying amount of an
asset, a reversal of an impairment loss is

recognized.
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213 Intangible assets

The Bank applies for intangible assets the
revaluation model as accounting policy.
After initial recognition, an intangible
asset shall be carried at a revalued
amount, being its fair value at the date

of the revaluation less any subsequent
accumulated amortization and any
subsequent accumulated impairment
losses. For the purpose of revaluations
under this Standard, fair value shall be
measured by reference to an active market.
They represent licenses and software
applications acquired by the Bank.

The useful life period was reviewed starting
with 2021:

Categor Useful life

o (years)
Software 5
Licences (9yrs) from international g

organizations

w1

Licence (5yrs)

The Bank includes in this category mainly
development of computer software, which
is depreciated with the straight-line
method over a period of 3 years.
Impairment charges / depreciation

of intangible assets are recognized in

the Income statement under caption
"Amortization of tangible and intangible
assets".

The carrying values of software are
reviewed for impairment when events or
changes in circumstances indicate the
carrying value may not be recoverable.

If any such indication exists and where
the carrying values exceed the estimated
recoverable amount, the assets are written
down to their recoverable amount, being
the greater of net selling price and value

in use.
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214  Repossessed assets
(inventories)

Inventories are measured at the lower of
cost or net realizable value. Repossessed
real estates resulting from loans are booked
in accordance with IAS 2 "Inventories”, at the
lower of the cost (i.e.: loan net of provision)
and net realizable value (i.e.: realization
value of collateral, decreased by selling

costs).

2.15 Investment property
Investment properties are recognized as
assets if, and only if, it is probable that
future economic benefits associated with
Bank will be realised and the investment
cost can be measured reliably. An asset can
be classified as investment property if it is
held to earn rentals or for capital gain.

Initial and subsequent measurements of
current assets classified as investment
property are carried at cost. Real estate
investments are stated at acquisition
cost, less accumulated depreciation and
impairment adjustments.

216 Leasing

Pursuant to IFRS 16, an agreement is a lease
or contains a lease if it transfers the rights
to control the use of an identified asset for a
given period in exchange for compensation.
The Bank recognises right-of-use assets at
the commencement date of the lease (i.e.,
the date the underlying asset is available
for use). Right-of-use assets are measured
at cost, less any accumulated depreciation
and impairment losses, and adjusted for
any remeasurement of lease liabilities. The
cost of right-of-use assets includes the
amount of lease liabilities recognised, initial
direct costs incurred, and lease payments
made at or before the commencement date
less any lease incentives received. Right-of-
use assets are depreciated on a straight-
line basis over the lease term.

The right-of-use assets are presented within
Note 18.2.1 Right-of-use assets.

Expenses related to the use of lease assets,
the majority of which were previously
recognised in external services costs,

are currently classified as depreciation/
amortisation and interest costs.

Lease liabilities at the commencement date
of the lease, the Bank recognises lease
liabilities measured at the present value
of lease payments to be made over the
lease term. The lease payments include
fixed payments (less any lease incentives
receivable), variable lease payments that
depend on anindex or a rate, and amounts
expected to be paid under residual value
guarantees. The lease payments also
include the exercise price of a purchase
option reasonably certain to be exercised
by the Bank and payments of penalties for
terminating the lease, if the lease term

reflects exercising the option to terminate.

Variable lease payments that do not depend
on an index or a rate are recognised as
expenses in the period in which the event or
condition that triggers the payment occurs.
In the cash flow statement, cash flows

from the principal of the lease liability are
classified as cash flows from financing
activities, while lease payments for short-
term leases, lease payments for leases

of low-value assets and variable lease
payments not included in the measurement
of the lease liability are classified as cash
flows from operating activities. The interest
payments regarding the lease liability are
classified according to IAS 7 Statement of
Cash Flows.

The lessee applies IAS 36 Impairment of
Assets to determine whether the right-
of-use asset is impaired, and to recognise

impairment, if it is necessary.
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The Bank has the following types of right-
of-use assets in the statement of financial
position:

Office building

Branch office

Company car

ATM space

IT equipment
The average life of the lease (useful life of
the presented right-of-use assets):

Office building ~6 years

Branch office ~5 years

Company car ~3 years

ATM space ~3 years

IT equipment ~7 years

Recognition of right-of-use assets
Right-of-use assets are initially measured
at cost.

The cost of a right-of-use asset comprises:
- the amount of the initial measurement
of the lease liability,

- any lease payments made at or before
the commencement date, less any lease
incentives received,

- any initial direct costs incurred by the
lessee,

- estimates of costs to be incurred by
the lessee as a result of an obligation to
disassemble and remove an underlying
asset or to carry out renovation/
restoration.

Recognition of lease liabilities
Interest rate applied by the Bank: weighted
average lessee's incremental borrowing
rate: ~3.05% RON, ~0.48% EUR, ~0% USD.
At their date of initial recognition, lease
payments contained in the measurement
of lease liabilities comprise the following
types of payments for the right to use the
underlying asset for the life of the lease:
- fixed lease payments less any lease
incentives,
- variable lease payments that depend
on anindex or a rate,

- amounts expected to be payable
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by the lessee under residual value
guarantees,
- the exercise price of a purchase option,
if itis reasonably certain that the option
will be exercised, and
- payment of contractual penalties for
terminating the lease, if the lease term
reflects the lessee exercising an option
to terminate the lease.
The Bank makes use of expedients with
respect to short-term leases (less than 12
months) as well as in the case of leases
for which the underlying asset is of low
value (less than USD 5,000) and for which
agreements it will not recognise financial
liabilities nor any respective right-of-use
assets. These types of lease payments will
be recognised as costs using the straight-
line method during the life of the lease.

Application of estimates
The implementation of IFRS 16 requires
the making of certain estimates and
calculations, which affect the measurement
of financial lease liabilities and of right-of-
use assets. These include among others:
- determining the lease term of such
agreements (including for agreements
with unspecified lives or which may be
prolonged),
- determining the interest rates to be
applied for the purpose of discounting
future cash flows,

- determining depreciation rates.

The Bank holds only the lessee role in the
leasing contracts that are active during 2022.

217  Interest-bearing loans and
borrowing costs

Borrowings are initially measured at fair
value. Subsequent to initial recognition,
borrowings are stated at amortized cost,
with any difference between cost and
redemption value being recognized in profit

or loss.
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2.18 Hedge accounting

In accordance with its risk management the
Bank's strategy to apply fair value hedge
accounting to keep interest rate sensitivities
within its established limits. The Bank
implemented fair value hedge accounting
rules prescribed by IFRS 9 in 2018.

Fair value hedge is a hedge of the exposure
to changes in fair value of a recognized
asset or liability or unrecognized firm
commitment, or a component of any such
item, that is attributable to a particular
risk and could affect profit or loss. The
Bank determines the fair value of both
hedged item and hedging instrument

at the reporting date, recognizes any
change in fair value (gain or loss) on the
hedging instrument in profit or loss and
recognizes the hedging gain or loss on the
hedged item in its carrying amount. The
Bank makes an assessment, both at the
inception of the hedge relationship as well
as on an ongoing basis, as to whether the
hedging instruments are expected to be
highly effective in offsetting the changes

in fair value of the respective hedged items
during the period for which the hedge is
designated.

The fair value hedge relationship is
discontinued prospectively when the
hedging instrument expires, is sold,
terminated or exercised. If the hedge

no longer meets the criteria for hedge
accounting the Bank revokes the
designation. When the hedge relationship
is terminated and the hedging instrument
is not closed out, it is removed from the
fair value hedge specific portfolio and
recorded as a standalone derivative in
another portfolio. Any adjustment arising to
the carrying amount of a hedged financial
instrument for which the effective interest
method is used shall be amortized to profit
or loss.

The hedged instrument for the Bank is

represented by securities and the hedging
instrument is represented by the Intrest
Rate Swap (IRS).

219 Taxation

The current tax is the amount of income
taxes payable in respect of the taxable
profit, computed in accordance with
Romanian tax rules and accrued for in the
period to which it relates.

Deferred tax is provided, using the balance
sheet liability method, on temporary
differences arising between the tax bases
of assets and liabilities and their carrying
amounts in the financial statements.
Deferred income tax is determined using tax
rates and laws that have been enacted or
substantially enacted by the reporting date
and are expected to apply when the related
deferred income tax asset is realised or the
deferred income tax liability is settled. The
tax rate for both current and deferred tax is
16% (2021: 16%).

Deferred tax assets and liabilities are not
recognised if the temporary difference
arise from initial recognition, other than
in a business combination, of assets and
liabilities in a transaction that affects
neither the taxable profits nor the
accounting profit. In addition, deferred
tax liabilities are not recognised if the
temporary difference arise from initial

recognition of goodwill.

The temporary differences arise mainly
from impairment of loans and advances to
customers, tangible and intangible assets,
revaluation of available for sale financial
assets and tax losses carried forward (see
Note 28).

Deferred tax is charged or credited to profit
or loss, except when it relates to items
charged or credited directly to equity, in
which case the deferred tax is also dealt
with in equity.
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Deferred tax liability is generally recognized
for all taxable temporary differences.
Deferred tax assets are recognised to the
extent that it is probable that future taxable
profit will be available within the next 5

years.
2.20 Contingent assets /
liabilities

A contingent liability is:

(a) a possible obligation arising from

past events and whose existence will be
confirmed only by the occurrence or not of
one or more uncertain future events not
wholly within the control of the Bank; or
(b) a present obligation that arises from
past events but is not recognized because
there is no safety exit cash flows to settle
those debts or the amount of debt can not

be assessed.

Contingent liabilities are not recognized in
the financial statements, but are disclosed,
unless the possibility of an outflow of

resources embodying economic benefits is

remote.

A contingent asset is a possible asset that
arises from past events and whose existence
will be confirmed only by the occurrence or
non-occurrence of one or more uncertain
future events not wholly within the control
of the Bank.

A contingent asset is not recognized in the
accompanying financial statements but

is disclosed when an inflow of economic
benefits is probable.

2.21 Provisions

A provision is recognized when the Bank has
a present obligation (legal or constructive)
as a result of a past event and it is probable

that an outflow of resources embodying
economic benefits will be required to settle
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the obligation and a reliable estimate can
be made of the amount of the obligation.
Where the effect in financial statements

of the time value of money is material, the
amount of a provision is the present value
of the expenditures expected to be required

to settle the obligation.

Monthly provisions are calculated and
registered within the bank for the ongoing
litigations in which the bank is involved
as defendant. The applied calculation
methodology depends on the object of the
litigation, a distinction being made between
the litigations on abusive clauses and other
types of litigations, as follows:
in case of litigations regarding
abusive clauses within the loan
contracts, the methodology is based
on the use of parameters obtained
according to the history of refunds
made by OBR to customers following
final unfavorable Court decisions in
litigations regarding abusive clauses,
respectively according to the risk
associated to the ongoing litigations,
assessed by Legal Directorate/
Restructuring and Work-out Directorate
according to internal regulations;
in case of other types of litigations
(with different object than abusive
clauses), including work related
litigations, OBR registers provisions for
the litigations with medium and high
risk associated, calculated according
to the estimated value of the litigation
and the associated risk (100% x litigation
value for the high risk files, respectively
50% x litigation value for medium risk
files);
the litigations with significant
value (> EUR 1 milion) are considered
exceptional situations, being assessed
on a case by case basis regardless
the associated risk. For these
situations, provisions can be registered
(established as weight of the litigations
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value based on the assessment
performed by Legal Directorate/
Restructuring and Work-out Directorate)
with the approval of the Operative Risk
Committee and the Management Board;

Also, monthly provisions for potential
litigations on abusive clauses are calculated
and registered within the Bank, considering
the CHF and EUR loan contracts with clauses
potentially considered abusive. In this case,
the applied methodolgy is based on the use
of parameters obtained according to the
history of the litigations on abusive clauses
lost by the Bank, respectively according

to the history of refunds made by OBR to
customers following final unfavorable Court
decisions in litigations regarding abusive

clauses.

Restructuring

A restructuring provision is recognized
when the Bank has developed a detailed
formal plan for the restructuring and has
raised a valid expectation in those affected
that it will carry out the restructuring

by starting to implement the plan or
announcing its main features to those
affected by it. The measurement of a
restructuring provision includes only

the direct expenditures arising from the
restructuring, which are those amounts
that are both necessarily entailed by the
restructuring and not associated with the
ongoing activities of the entity.

2.22 Cash and cash equivalents
Cash and cash equivalents comprise
balances readily convertible to a known
amount of cash on hand, current accounts,
deposits and placements with banks and
the National Bank of Romania, treasury bills
issued by the Government with an original
maturity of less than 90 days (if any).

2.23  Related parties

Arelated party is a person or entity that

is related to the entity that is preparing

its financial statements (referred to as the

'reporting entity') [IAS 24.9].

- A person or a close member of that
person's family is related to a reporting
entity if that person:

- has control or joint control over
the reporting entity;

- has significant influence over the
reporting entity; or

- is a member of the key
management personnel of the
reporting entity or of a parent of
the reporting entity.

- An entity is related to a reporting entity if
any of the following conditions applies:

- The entity and the reporting entity
are members of the same group
(which means that each parent,
subsidiary and fellow subsidiary is
related to the others).

- One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member).

- Both entities are joint ventures of
the same third party.

- One entity is a joint venture of a
third entity and the other entity is
an associate of the third entity.

- The entity is a post-employment
defined benefit plan for the
benefit of employees of either
the reporting entity or an entity
related to the reporting entity. If
the reporting entity is itself such a
plan, the sponsoring employers are
also related to the reporting entity.

= The entity is controlled or jointly
controlled by a person identified in (a).

- A person identified in (a)(i) has significant
influence over the entity or is a member

of the key management personnel of the
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entity (or of a parent of the entity).

- The entity, or any member of a group
of which it is a part, provides key
management personnel services to
the reporting entity or to the parent
of the reporting entity

2.24 Employee benefits
Short-term employee benefits:
Short-term employee benefits include
wages, salaries and social security
contributions. Short-term employee
benefits are recognized as expenses when

the services are rendered.

Defined contribution plans:

The Bank pays the contribution to the
Romanian State funds on behalf of its
employees for health care, pension and

unemployment benefits.

All employees of the Bank are legally
obliged to be members of the Romanian
State Social Security and to make defined
contributions (included in the social security
contributions) to the Romanian State
pension plan (a State defined contribution
plan).

The Bank has no legal or constructive
obligation to pay future benefits. Its only
obligation is to pay the contributions

as they fall due. If the members of the
Romanian State Social Security plan
cease to be employed by the Bank or its
subsidiary, there will be no obligation on
the B to pay the benefits earned by these
employees in previous years. The Bank's
contributions are included in salaries and
related expenses.

All relevant contributions to the Romanian
State pension plan are recognized as an
expense in the statement of comprehensive

income as incurred.
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Share-based Payment:

The Bank has applied the requirements

of IFRS 2 Share-based Payment. The Bank
issues equity-settled share-based payment
to certain employees. Equity-settled share-
based payment is measured at fair value at

the grant date.

The fair value determined at the grant date
of the equity-settled sharebased payment
is expensed on a straight-line basis over the
year, based on the Bank's estimate of shares
that will eventually vest. Share-based
payment is recorded in Statement of Profit
or Loss as Personnel expenses. In 2021, the
Bank proceeded to register share based
payments. The amounts related to the years
2017-2020 were recorded as a retained
earnings.
2.25 Subsequent events

Events after the date of the preparation

of the financial statements, that provide
additional information about the Bank's
position at balance sheet date and
requiring significant corrections of financial
data (events that require adjustments)

are properly reflected in the financial
statements. Events after the date of
preparation of financial statements that do
not require adjustments are disclosed in the

notes.

2.26 Going Concern

The Bank's management has made an
assessment of the Bank's ability to continue
as a going concern and is satisfied that
the Bank has the resources to continue

in business for the foreseeable future.
Furthermore, management is not aware of
any material uncertainties that may cast
significant doubt upon the Bank's ability to
continue as a going concern. Therefore, the
financial statements are prepared on the
going concern basis.
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2.27  Accounting for the effects
of hyperinflation

Romania has previously experienced
relatively high levels of inflation and was
considered to be hyperinflationary as
defined by IAS 29 "Financial Reporting

in Hyperinflationary Economies” ("IAS
29"). 1AS 29 requires that the financial
statements prepared in the currency of a
hyperinflationary economy be stated in
terms of the measuring unit current at the

balance sheet date.

As the characteristics of the economic
environment of Romania indicate that
hyperinflation has ceased, effective from Tst
of January 2004 the Bank no longer applies
the provisions of IAS 29. Accordingly, the
amounts expressed in the measuring unit
current at 31 December 2003 are treated as
the basis for the carrying amounts in these
individual financial statements.

2.28 Critical accounting
judgements and key sources of
estimation uncertainty

In the application of the Bank's accounting
policies, which are described above in note
3, the Management is required to make
judgements, estimates and assumptions
about the carrying amounts of assets and
liabilities that are not readily apparent
from other sources. The estimates and
associated assumptions are based on
historical experience and other factors that
are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in
the period in which the estimate is revised
if the revision affects only that period, or

in the period of the revision and future
periods if the revision affects both current

and future periods.

a)Critical judgements in applying the
Bank's accounting policies
The following are the critical judgements,
apart from those involving estimations
(which are dealt with separately below), that
the Management has made in the process of
applying the Bank's accounting policies and
that have the most significant effect on the
amounts recognised in financial statements:
- Business model: Classification and
measurement of financial assets
depends on the results of the SPPI
and the business model test. The
Bank determines the business model
at a level that reflects how groups of
financial assets are managed together
to achieve a particular business
objective.
This assessment includes judgement
reflecting all relevant evidence including
how the performance of the assets
is evaluated and their performance
measured, the risks that affect the
performance of the assets and how these
are managed and how the managers of
the assets are compensated.
The Bank monitors financial assets
measured at amortised cost or fair value
through other comprehensive income
that are derecognised prior to their
maturity to understand the reason for
their disposal and whether the reasons
are consistent with the objective of
the business for which the asset was
held. Monitoring is part of the Bank's
continuous assessment of whether the
business model for which the remaining
financial assets are held continues to be
appropriate and if it is not appropriate
whether there has been a change in
business model and so a prospective
change to the classification of those
assets.
- Significant increase of credit risk:
As explained in note 3 above, ECL are
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measured as an allowance equal to
12-month ECL for stage 1 assets, or
lifetime ECL assets for stage 2 or stage
3 assets. An asset moves to stage 2
when its credit risk has increased
significantly since initial recognition.
IFRS 9 does not define what constitutes
a significant increase in credit risk. In
assessing whether the credit risk of an
asset has significantly increased the
Bank takes into account qualitative
and quantitative reasonable and
supportable forward looking
information.

- Models and assumptions used:
the Bank uses various models and
assumptions in measuring fair value
of financial assets as well as in
estimating ECL. Judgement is applied
in identifying the most appropriate
model for each type of asset, as well
as for determining the assumptions
used in these models, including
assumptions that relate to key drivers
of credit risk. See note 3 above and
note 4 for more details on ECL, and
note 5 for more details on fair value

measurement.
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scenarios and determining the
forward looking information relevant
to scenarios: when measuring ECL the
Bank uses reasonable and supportable
forward looking information, which is
based on assumptions for the future
movement of different economic
drivers and how these drivers will
affect each other. Refer to note 3 above
and note 4 for more details.

- Probability of default: PD constitutes

a key input in measuring ECL. PD

is an estimate of the likelihood of
default over a given time horizon, the
calculation of which includes historical
data, assumptions and expectations of
future conditions. See note 3 above for

more details.

- Loss Given Default: LGD is an estimate

of the loss arising on default. It is
based on the difference between

the contractual cash flows due and
those that the lender would expect to
receive, taking into account cash flows
from collaterals and from repayments
made for defaulted loans.

- Fair value measurement and

valuation process: In estimating

the fair value of a financial asset or

b) Key sources of estimation uncertainty a liability, the Bank uses market-

The following are key estimations that the observable data to the extentitis
Management has used in the process of available. Where such Level Tinputs
applying the Bank's accounting policies and are not available the Bank uses
that have the most significant effect on the valuation models to determine the fair
amounts recognised in financial statements: value of its financial instruments. Refer
- Establishing the number and relative to note 5 for more details on fair value

weightings of forward-looking measurement.
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RISK MANAGEMENT

The primary risks associated with financial
instruments that the Bank faces are:

- interest rate risk in the banking book

- market risk - which refers to exposures to
market factors such as interest rates, foreign
exchange rates, equity and commodity prices
- credit risk

- liquidity risk

- operational risk

- reputational risk

Other risks managed by the bank are ESG risks,
risk due to outsourced activities, compliance
risk (general compliance and ML/FT), conduct
risk, model risk, ICT and security risks.

Within the Bank, the risk management is
performed by the following subunits:

A. Risk Administration Directorate

Operational and Market Risk Department -
which has the role of:

- defining the adequate systems, processes
and policies for identification and
assessment of the operational and market
risks, including pricing, FX and interest rate
risks related to the trading portfolio.

- systematic monitoring of compliance with
the Bank's risk strategy and operational and
market risk management system;

- development and implementation of
adequate systems, processes and policies for
identifying and assessing operational and
market risks.

Credit risk Department - has the role of:

- systematically monitoring of the compliance
with the Bank's risk strategy and the risks
management system for lending activity;

- maintaining an appropriate quality of the
credit risk portfolio and to control the
exposure to credit risk by developing and
implementing adequate systems, processes

and lending policies;

- developing and implementing appropriate
systems, processes and policies for lending
risk management;

- Establishing procedures for exposures
identification and recording and for their
potentially changes, as well as monitoring
mechanisms of those exposures, in

accordance with the exposure policy.

B.Capital & Asset and Liability
Management Directorate

Assets and Liabilities Management
Department - has the role to:

- ensure the management of liquidity risk
and interest rate risk on the banking book
(elaborates norms and procedures, strategies;
sets limits; defines stress tests scenarios;
monitors the liquid assets; defines the
methodology of supplementary capital
allocation process for liquidity risks and interest
rate on the banking book; elaborates internal
and external reporting; provides support for
finding solutions for covering the risks)

- perform liquidity indicators simulation, in
compliance with the NBR's reqgulation

- determine supplementary capital
requirement for liquidity and interest rate

risk on banking book.

C.Strategy, Controlling and MIS Directorate
Risk Controlling Department - has the role to:

- acts as a controlling function for credit risk

- monitors and reports the risk cost of the
bank to top management and group on
segments, products

- understand and monitor the key drivers of
the risk calculation

Regarding the scope and types of reporting
and risks quantification systems, the reports

prepared for risks quantification are:
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- limits monitoring for various economic
sectors, geographic regions and specific
Banking products (as required by NBR
Regulation no. 5/2013, UE Regulation no.
575/2013);

- monitoring the limits specific to
concentration risk management (as required
by NBR Regulation no. 5/2013, UE Regulation
no. 575/2013);

- monitoring of the limits established by the
Bank's Risk Strategy;

- monitoring of the limits in compliance with
the internal regulations, according to the
Group's Lending Policy, counterparty limits

- annual reports on:

- internal process for assessing the capital
adequacy to risks;

- measures taken in respect of significant
risks management.

- the results of the crisis simulation carried out
and measures taken, as consequence by the

management structure of the Bank.

Risk Management Committee

The Risk Management Committee is a
permanent committee, which operates
independently from the Bank's management,
directly subordinated to the Supervisory
Board and having an advisory function.

The Risk Management Committee assists

the Supervisory Board to carry out its

responsibilities in terms of risk management.

The Risk Management Committee has to
include members of the Supervisory Board
who have, individually and collectively the
necessary appropriate knowledge, skills and
expertise and competencies concerning risk
management and control practices in order to
fully understand and monitor the Bank's risk

management strategy and the risk appetite.

Operative Risk Committee

The Operative Risk Committee is a permanent
committee, subordinated to the Bank's
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Management Board, authorised to take
decisions in matters that are within its
competence and also to submit proposals

to the Bank's Management Board regarding
the development of adequate strategies,
policies and procedures for the identification,
assessment, monitoring and control of
significant risks, according to the legislation in
force and the internal regulations regarding

risk management.

Assets & Liabilities Committee

The Assets and Liabilities Management
Committee is a permanent committee,
subordinated to the Bank's Management Board,
which has the authority to take decisions on
matters within its competence, as well as to
submit proposals to the Bank's Management
Board on investments and the management of
risks related to assets and liabilities structure
of the Bank, according to the provisions of the
legislation in force and the incidental internal

regulations.

Credits Committee

The Credits Committee is a permanent
committee, subordinate to the Bank's Board

of Directors, which has the authority to take
decisions on matters within its competence, as
well as to submit proposals to the Bank's Board
of Directors, regarding the approval of loans
and requests for changes in credit conditions,
according to the provisions of the legislation in
force and the incidental internal regulations.
The activity of the Credits Committee is
sustained by two other permanent committees,
functioning as sub-committees under the
Credits Committee, respectively Credits Sub-
Committee Tand Credits Sub-Committee 2,
having their attributions, responsibilities

and competencies detailed within the Rules

of Procedures of the Committees of the
Management Board and Matrix 2 of the present
Internal Organizational Rules.

Workout Committee
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The Workout Committee is a permanent
committee, subordinated to the Bank's
Management Board, which has the authority
to take decisions on matters within its
competence, as well as to submit proposals to
the Bank's Management Board on taking the
necessary debt recovery measures, according
to the provisions of the legislation in force and

the incidental internal regulations.

The activity of the Workout Committee is

sustained by two other permanent committees,

functioning as sub-committees under the
Workout Committee, respectively Workout
Sub-Committee 1and Workout Sub-Committee
2, having their attributions, responsibilities
and competencies detailed within the Rules

of Procedures of the Committees of the
Management Board and Matrix 4 of the
Internal Organizational Rules.

Credit Risk Committee

The Credit Risk Committee is a permanent
committee, subordinated to the Bank's
Management Board, which has the authority
to take decisions on matters within its
competence, as well as to submit proposals to
the Bank's Management Board, which emerges
from its role of monitoring the credit portfolio
and taking the necessary measures in order to
ensure its quality, according to the provisions
of the legislation in force and the incidental
internal regulations.

In order to implement an effective governance
system of the risk management framework and
to address the full range of possible risks, the
responsibilities between the different units of
the Bank are defined in such a way that there
are three lines of defense that are independent
of each other.

The first line of defense is provided by the
organizational units at which the risks are
assumed. In the course of business, the
personnel involved shall be at the forefront
of the proper identification, assessment,

management and reporting of risk exposures
on an ongoing basis, given the Bank's appetite,

policies, procedures and risk controls.

The second line of defense is provided by the
risk management function and the compliance
function. The risk management function is
responsible for overseeing the Bank's risk-
taking activities, conducting risk assessments
and reporting independently of business
units, while the compliance function monitors
compliance with laws, corporate governance

rules and internal policies.

The third line of defense is provided by the
internal audit function which is responsible
for ensuring the effectiveness of the Bank's
risk management framework, including the
processes carried out at the level of the first
and second lines of defense.

The risk strategy of OTP BANK ROMANIA S.A.
lays the foundations for the identification,
measurement, management, monitoring and
mitigation of all risks to which the Bank is
exposed, in accordance with the established
risk appetite. It must be approved and
reviewed by the Bank's Supervisory Board.

The Bank has risk assessment processes that
allow it to develop and implement appropriate
strategies to mitigate risks before they have a
negative effect on the Bank's financial position
and / or profitability. Risk assessment is
integrated into the capital adequacy process

and in risk management activities.

The Bank identifies existing risks and risks that
may arise from new business initiatives and

those arising from market conditions.
Risk identification is an ongoing process and
takes place at the transaction and line of

business level.

The point in time assessment of the general
risk position is performed through the
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computation of the risk profile. The general
risk profile is derived from the weighted sum
of the individual risk profiles of all significant
risks whereas the individual risk profiles are
computed based on the most influencing key

indicators for each significant risk.

The point in time risk position is compared
to risk appetite/tolerance/capacity and the
following outcomes are possible:
(a) Individual risk profile
o Favourable position against appetite;
action - keep monitoring
o Outside appetite but within tolerance;
action - analysis of the future trends
and implications, possible corrective risk
measures
0 At capacity level; action - analysis,
corrective risk measures and ICAAP to be
addressed
(b) General risk profile
o Favourable position against appetite;
action - keep monitoring
o Outside appetite but within tolerance;
action - analysis of the future trends
and implications, possible corrective risk
measures
0 At capacity level; action - analysis,
corrective risk measures and additional

own funds to be addressed

The bank monitors quarterly the risk profile
over all significant risks and measures the
risk position against the established levels of
risk appetite/tolerance/capacity that enables

identifying potential endangerments over the

predicted financial evolution of the institution.

All significant deviations from the established
risk appetite are addressed with proposals
regarding corrective measures with the aim
to reshape the risk parameters back in the
direction of the risk appetite target.

Quarterly, Risk Administration Directorate
determines the risk profile, monitors the risk
limits and reports on such to the Operative
Risk Committee, to Risk Management
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Committee and to the Bank's Management
Board. The latter may request the responsible
organizational units to draw up a remediation
planin order to return to the admitted limit

if the established limits are exceeded. If the
nature of elements that led to a deviation from
the established thresholds does not impose
further actions or does not allow effective
measures to be taken to meet the established
limits, it shall be recorded in the minutes of the
meeting of the aforementioned management
bodies that it was taken note of exceeding the
limits and no other actions / measures are

required.

The Credit Risk Department within Risk
Administration Directorate informs quarterly
the Supervisory Board on the deviations from
the established limits and thresholds.

Bank's risk related policies and management
approach are assessed periodically and
updated to the changes that occurred on each
analyzed area of activity.

Segment reporting information

A segment is a component of the Bank:

- revenues and expenses relating to
transactions with other components of the
same entity);

- whose operating results are regularly
reviewed by the chief operating decision
maker to make decisions about resources to
be allocated to the segment and assess its
performance, and;

- forwhich distinct financial information is

available.

The segments used for management purposes

are based on customer type and size, products

and services offered as follows:

- In Retail category are identified individuals -
the Bank provides individual customers with
a range of banking products such as: saving
and deposits taking, consumer and housing
loans, overdrafts, credit card facilities, funds
transfer and payment facilities, etc.

Retail customers include clients with similar
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characteristics in terms of financing needs,
complexity of the activity performed for
which a range of banking products and
services with medium to low complexity is
provided.

- In legal entities category are identified small,
medium and large corporate enterprises
. The Bank provides these customers with
a range of banking products and services,
including saving and deposits taking,
loans and other credit facilities, transfers
and payment services, provides cash-
management, investment advices, securities
business, project and structured finance
transaction, syndicated loans and asset

backed transactions.

3.1 Interest Rate Risk (Banking
Book)

Interest rate risk is the risk of recording losses
or not to achieve expected profits as a result
of fluctuations in the level of market interest
rates. The management of this risk concerns
balance sheet items, as well as off balance
sheet items sensitive to changes in interest
rates.

OTP BANK ROMANIA S.A. assumes a
conservative approach towards risks and has
implemented in this regard a risk management
system that identifies, evaluates, manages and
controls the risks related to its activity in a
prudent manner.

Regarding the interest rate risk on the Banking
book, the Bank manages its exposure with

the aim of limiting the potential losses due to
unfavorable fluctuations of the interest rates,
in such a way that these losses do not threat
the profitability of the Bank, the own funds or
the safety of operations.

The Bank grants loans with mainly variable
interest rate indexed by reference (ex.: Euribor,
Robor) and aims to harmonize the financing
structure with the structure of assets and other
liabilities so as to maintain a medium-low

interest rate risk exposure.

In 2022, the Bank concentrated on local
currency loans and the weight of fixed interest
rate loans in total portfolio increased in case of
consumer loans. The bank offers RON mortgage
loans with fixed interest rate in the first 5 years,

without their volume being significant.

The monitoring of the exposure to interest rate
risk of banking book and the compliance with
the internal limits is done at least monthly,
within the Asset and Liability Management
Committee.

For the assessment of the interest rate risk on
the Banking book, the Bank uses re-pricing
gap analysis, modified duration analysis and
stress test scenarios estimating the possible
effects of interest rate changes on bank profits
and economic value. The methodology used
for measuring the impact of an interest rate
shock in the economic value of the Bank is

the standardized one from the NBR Reg. No.
5/2013 with further amendments, adjusted for
optionality risk. Amounts without a definite
contractual maturity (e.g. current accounts) are
allocated on maturity bands on the basis of
historical data, subject to requlated limits.

At 31st December 2022, the Bank had a low
exposure to the interest rate risk on banking
book, 4.34% of own funds (3.26% as of
December 2021). The increase mainly resulted
after putting in place a more conservative
estimation of the average duration of current
accounts and is also due to the increase in the
volume of mortgage loans with fixed interest
rate for the first 5 years.

During 2022, the exposure to the interest rate
risk on banking book had a stable level not

exceeding a medium-low level.

Following the decision by global regulators
to phase out IBORs and replace them with
alternative reference rates, the Bank has
established a project to manage the transition
for any of its contracts that could be affected.
The Bank has in place plans to support the
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transition of interest rate benchmarks that
will cease to be available after 30 June 2023
to alternative reference rates. The project
will be led by senior representatives from

facing teams, Legal, Finance, Operations and

Technology. The project will provide monthly

progress updates to the Managing Board.

functions across the Bank including the client

Interest rates on loans granted to

December 31,2022

December 31,2021

customers

CHF EUR  RON USD CHF EUR RON USD
Consumer n.a n.a 9.07 n.a na 1162 935 n.a
Personal loans with mortgage 4.81 479 7.52 473 470 437 543 473
Housing 4.48 412 5.54 4.32 448 388 435 432
Corporate loans 1.67 352 8.64 331 206 325 495 331

Thousand RON

December 31,2022

December 31,2021

Impact in the economic value of the Bank of a 200 bp interest rate shock (thousand RON)

Own funds (thousand RON)

Exposure (% of Own funds)

Impact in earnings for one year of a 200 bp interest rate shock (thousand RON)

Exposure (% of Own funds)

97,105

2,239,416
4.34%

13,323

0.59%

71,832

2,203,359
3.26%

314

0.02%

The following is a summary of the Bank's interest rate gap position as on December 31, 2022. The interest

rate repricing gap table analyses the full-term structure of interest rate mismatches within the Bank's

balance sheet based on either (i) the next repricing date or (i) the maturity date if fixed rate.

December 31,2022 1 mli’:l:: m;::hz m:,:):::lz ;et:rz 5 y:::; Total
ASSETS

Current accounts and deposits at banks 84,412 - - - - 84,412
Accounts with the National Bank of Romania 1,052,202 - - - - 1,052,202
;nﬂvdeslg;em securities at fair value through profit 15717 ) ) ) ) 15717
Lgﬁigsgﬁ:ﬁc;:igsﬂaetfalrvatuethrough other 18,091 ) B 483434 B 501,525
Securities at amortized cost 2,188,932 - 131,600 534,980 671,707 3,527,219
Gross loans 2,890,854 4,368,917 6,118,299 808,444 30,808 14,217,322
Total assets 6,250,208 4,368,917 6,249,899 1,826,858 702,515 19,398,397
LIABILITIES

Demand deposits from banks 54,185 - - - - 54,185
Term deposits from banks 500,624 - - - - 500,624
Demand deposits from customers 2,741,640 72,967 175,920 1,074,389 452,387 4,517,303
Term deposits from customers 3,130,289 2,482,302 2,141,795 143,550 16,506 7.914,442
Borrowings 753,931 3,424,950 - - - 4,178,881
Lease liabilities 17,787 13 1,790 38,330 10,000 67,920
Total liabilities 7,198,456 5,980,232 2,319,505 1,256,269 478,893 17,233,355
Derivatives and spot instruments - NET 359,547 6,541 51,227 (483,434) - (66,119)
Assets-Liabilities GAP interest rate sensitivity (588,707) (1,604,774) 3,981,621 87155 223,622 2,098,923
Assets-Liabilities cumulative GAP interest (588,701) (2,193,475) 1788,146 1,875,301 2,098,923

rate sensitivity
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Tabelul de maijos furnizeazd un sumar al senzitivitatii Bancii la rata dobanzii,
la 31 decembrie 2021

Upto

1to3

3to12

1to5

over

December 31, 2021 1month months months years 5years Total
ASSETS

Current accounts and deposits at banks 63,289 - - - - 63,289
Accounts with the National Bank of Romania 1,344,829 10,000 - - - 1,354,829
‘aquﬁg:fm securities at fair value through profit 21130 ) . . ) 21130
gﬁ:gﬁg;:ﬁ;ﬁffﬂf fair value through other 18712 22,380 55,642 421269 106,371 724,374
Securities at amortized cost 1,464,703 150,896 104,767 469,457 629,152 2,818,975
Gross loans 2,588,517 3,831,789 5,852,356 675,710 56,882 13,005,254
Total assets 5,601,180 4,015,065 6,012,765 1,566,436 792,405 17,987,851
LIABILITIES

Demand deposits from banks 33,196 - - - - 33,196
Term deposits from banks 1,439,957 - - - - 1,439,957
Demand deposits from customers 3,355,868 191,016 429,299 1,096,245 200,191 5,272,619
Term deposits from customers 2,072,220 2,004,046 1,733,530 105,560 8,221 5,923,577
Borrowings 933,054 2,325,018 - - - 3,258,072
Lease liabilities 1,01 36 1,759 48,782 11,720 63,308
Total liabilities 7,835,306 4,520,116 2,164,588 1,250,587 220,132 15,990,729
Derivatives and spot instruments - NET 521,639 (2,827) 7,862 (421,269) (106,371) (966)
Assets-Liabilities GAP interest rate sensitivity (1,712,487) (507,878) 3,856,039 (105,420) 465,902 1,996,156
Assets-Liabilities cumulative GAP interest (1,712,487) (2:220,365) 1,635,674 1,530,254 1,996,156

rate sensitivity

3.2 Market Risk Management

Market risk is the risk of loss related to
balance-sheet and off-balance sheet items due
to adverse changes in market prices, such as,
for example, stock prices, interest rates, foreign

exchange rates.

The Bank's objective in market risk
management is to ensure appropriate
management of the risks generated by trading
activities, through the implementation of
procedures, models and adequate application
of monitoring and risk control related with
trading activities.

In view of limiting potential losses due to
market risk exposure, the bank manages
market risk exposure by means of a set of
limits which shall be set annually and updated
periodically according to market conditions,

in compliance with a prudent policy, based on
the experience of OTP Bank Plc Hungary.

The limits are established according to the
potential loss and the value of the Bank's
equity capital. Market risk limits are set up by
OTP Bank Plc Hungary and are managed in the
Market Risk Portal system.

With respect to market risk management the

Bank takes into consideration:

- to monitor the compliance with the existing
limits and to report any limit excess to the
Bank's management;

- torevise and submit for approval any
application / request for new limits
establishment;

- to prepare and to transmit consolidated
reports regarding market risks to the
Operative Risk Committee and Supervisory
Board.

3.2.1
book)

Interest Rate Risk (Trading

The interest rate risk refers to the fluctuation
in the value of financial instruments included
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in the trading book due to the changes in
the level of market interest rates. Limits

are approved for trading on interest rate
sensitive instruments such as bonds issued
by the Romanian Government, interest rate
swaps, FX swaps, Money Market deposits and
placements. The adequate assessment and
monitoring of the resulting interest rate risk
is ensured by the set-up of a limits system
and the use of appropriate risk management
systems.

The bank established the following types of
limits: bond position limit, bond maturity limit,
Value at Risk (VaR) limit, Expected Shortfall (ES)
limit, Basis Point Value limits (per currency and
for Total), stop-loss limits and liquidity limits.
These limits are monitored using the Kondor+

and Market Risk Portal systems.

The VaR measure estimates the potential loss
over a given holding period for a specified
confidence level. The Bank uses a historical
VaR approach (with an Exponentially Weighted
Moving Average methodology used for setting
weights to P&L observations) which allows to
easily aggregate risk factors and trading desk
VaR figures, therefore giving the opportunity to
calculate Treasury level VaR.

The Bank uses a 1-day 99% VaR number which
reflects that, with a probability of 99%, the
daily loss will not exceed the reported VaR.
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3.2.2  Currencyrisk

Currency risk is the risk of loss resulting from
changes in the level of foreign exchange rates.
The Bank manages its exposure to movements
in exchange rates by permanently adjusting its
assets and liabilities mix, based on the market
movements in exchange rates.

The Bank may trade and take positions in the
followings currencies: EUR, USD, GBP, CHF, CAD,
JPY, HUF, AUD, SEK, DKK, PLN, NOK and CZK.

The open foreign exchange currency position is
managed continuously on an automatic basis
within the Kondor+ system according to the internal

rules and also considering the NBR regulations.

The bank sets net FX open position limits (per
currency and for total), stop-loss limits, Value

at Risk (VaR) limit and Expected Shortfall (ES)
limit which are monitored on a daily basis by the
Operational and Market Risk Department using
the Market Risk Portal system.

The VaR risk measure estimates the potential

loss in pre-tax profit over a given holding period
for a specified confidence level. The Bank uses a
historical VaR approach (with an Exponentially
Weighted Moving Average methodology used for
setting weights to P&L observations) which allows
to easily aggregate risk factors and trading desk
VaR figures, therefore giving the opportunity to
calculate Treasury level VaR.

The Bank uses a 1-day 99% VaR number which
reflects, with a probability of 99%, that the daily

loss will not exceed the reported VaR.

The following tables present for December 31,2022 and December 31, 2021 the Trading Book
VaR, as well as the sensitivity of the exposure to interest rate in the form of the Basis Point Value

related to the Trading Book

VaR (amounts in RON)

December 31,2022 December 31,2021

Foreign Exchange Position

Money Market and Fixed Income
Instruments

Total Trading Book

OTP Bank Romania Annual Report 2022
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Basis Point Value (amounts in RON)

December 31,2022

December 31,2021

Money Market and Fixed Income Instruments

60

600

The following is a summary of the Bank's exposure towards currency risk as on December 31,2022

and December 31,2021 (amounts in thousand RON equivalent):

December 31,2022

Gains/(losses)

Gains/(losses)

Liabilities Net position Net position incurred for incurred for

Currency Assets R of balance of off-balance Total a change of +1% achange of -1%
and equity . .

sheet sheet in currency in currency

exchange rate exchange rate

EUR 4,554,496 4,255,687 298,809 (295,735) 3,074 31 (31)

usb 240,753 453,489 (212,736) 212,306 (430) () 4

CHF 191,478 48,531 142,947 (165408)  (22,461) (225) 225

HUF 2262177 398,521 1,843,656 (1,839,523) 4,133 u ()

OTHER 79,693 54,203 25,490 (25,178) 312 3 3

Total 7,308,597 5.210,431 2,098,166 (2,113,538) (15,372) (154) 154

December 31,2021

Gains/(losses) Gains/(losses)

Liabilities Net position Net position incurred for incurred for

Currency Assets . of balance of off-balance Total a change of +1% achange of -1%
and equity R .

sheet sheet in currency in currency

exchange rate exchange rate

EUR 4,352,996 5181110 (828,114) 862,893 34,779 348 (348)

usD 316,091 408,222 (92,131) 91372 (759) (8) 8

CHF 226,055 39,857 186,198 (200,247)  (14,049) (140) 140

HUF 1,534,711 584,517 950,194 (946,421) 3773 38 (38)

OTHER 82,805 36,274 46,531 (46,304) 227 2 )

Total 6,512,658 6,249,980 262,678 (238,707) 23,971 240 (240)
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The assets and liabilities split by currencies in RON equivalent amounts, as of December 31,2022, is

presented below:

December 31,2022

Other

Total other

EUR usb CHF HUF ccy ccy RON Total
ASSETS
Cash and cash equivalents 207,214 39,621 23,040 44,181 75,274 389,330 214,498 603,828
Current accounts and deposits at banks 44,598 6,811 1483 1173 4,384 58,449 25,963 84,412
Accounts with the National Bank of Romania 304,108 - - - - 304,108 748,094 1,052,202
Loans and advances to banks 2,102 - 4 1 - 2,107 3,686 5,793
Derivatives 6,744 - - - - 6,744 42,084 48,828
Derivatives hedge accounting 15,540 1,851 - - - 17,391 - 17,391
Lnréiit;ﬂnedntossescurmes at fair value through 2549 8,368 ) ) ) 10917 4,800 15717
g'lvhisrtgen:gfeeﬁ:;';'fs otfarr value through 39141 110,034 - - T 80 501,525
Securities at amortized cost 364,718 - - 2,196,821 - 2,561,539 965,680 3,527,219
Loans and advances to customers, net 3,208,666 73714 166,845 - 1 3,449,226 10,054,187 13,503,413
Investment in Associates and Subsidiaries - - - - - - 49,557 49,557
Property and equipment - - - - - - 183,723 183,723
Intangible assets - - - - - - 55,489 55,489
Right-of-use assets - - - - - - 66,587 66,587
Investment property - - - - - - 762 762
Deffered tax asset - - - - - - 5344 5344
Other assets, net 6,846 354 106 1 34 7,341 148,530 155,871
Total assets 4,554,496 240,753 191,478 2,242,177 79,693 7,308,597 12,569,064 19,877,661
LIABILITIES
Due to Banks 398,367 23206 - 12 1 421,586 133,223 554,809
Demand deposits from banks - - - 12 - 12 54,173 54,185
Term deposits from banks 398367 23206 - - 1 421,574 79,050 500,624
Derivatives 6,744 - - - - 6,744 88,563 95,307
Derivatives hedge accounting 957 - - - - 957 - 957
Due to customers 3223970 421367 33,091 390122 46,165 414,715 8,317,030 12,431,745
Demand deposits from customers 1,204,462 133,260 27,866 266,006 23905 1,655,499 2,861,804 4,517,303
Term deposits from customers 2,019,508 288,107 5225 124116 22,260 2,459,216 5,455,226 7914442
Borrowings 475,074 - - - 1 475,075 3,703,806 4,178,881
Lease liabilities 66,109 143 - - (1) 66,251 1,669 67,920
Provisions 18,780 2,745 14,07 70 1 35,703 78,250 13,953
Current tax liabilities - - - - - - 4,521 4,521
Other financial liabilities 65,686 6,028 1333 8,317 8,036 89,400 209,281 298,681
Total liabilities 4,255,687 453,489 48,531 398,521 54,203 5,210,431 12,536,343 17,746,774
Net Assets / Liabilities 298,809 (212,736) 142,947 1,843,656 25,490 2,098,166 32,721 2,130,887
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The assets and liabilities split by currencies in RON equivalent amounts, as of

December 31,2021, is presented below:

December 31,2021
EUR  USD CHF  HUF Otgg Total °tch:; RON Total
ASSETS
Cash and cash equivalents 127267 42,800 15,732 60,862 78,673 325,334 226,527 551,861
Current accounts and deposits at banks 4,209 5,891 1,496 1,549 2,987 16,132 44,338 60,470
Accounts with the National Bank of Romania 676,210 - - - - 676,210 678,619 1,354,829
Loans and advances to banks 193 - 2 4 1120 1,319 612 1,931
Derivatives 1148 - - - - 1148 17,063 18,211
Derivatives hedge accounting - - - - - - - -
Lmrv()i.‘stt;ﬂr%]fos;curities at fair value through 3096 12328 ) . ) 15,424 5706 21130
'O%eesrtgﬂgfjfsg"fs fntc‘;a;:evalue through 539,378 179779 - - - 719157 5,217 724,374
Securities at amortized cost 266,806 - - 1,472,295 - 1,739,101 1,079,874 2,818,975
Loans and advances to customers, net 2,726,697 75034 208,748 - - 3,010,479 9,376,016 12,386,495
Investment in Associates and Subsidiaries - - - - - - 46,558 46,558
Property and equipment - - - - - - 187,993 187,993
Intangible assets - - - - - - 60,162 60,162
Right-of-use assets - - - - - - 61,717 61,717
Investment property - - - - - - 1,008 1,008
Deffered tax asset - - - - - - 4,715 4,715
Other assets, net 5,173 259 77 1 25 5,535 145,447 150,982
Total assets 4,352,996 316,091 226,055 1,534,711 82,805 6,512,658 11,941,572 18,454,230
LIABILITIES
Due to Banks 1137928 56,821 - 261 - 1,195,010 278143 1,473,153
Demand deposits from banks (135) - - 261 - 126 33,070 33,196
Term deposits from banks 1138,063 56,821 - - - 1,194,884 245,073 1,439,957
Derivatives 1148 - - - - 1148 18,490 19,638
Derivatives hedge accounting 26,795 4778 - - - 31,573 - 31,573
Due to customers 3,229,882 333,094 20,771 583,984 35782 4,203,513 6,992,683 11,196,196
Demand deposits from customers 1,436,611 134,453 17,048 302998 17,498 1,908,608 3,364,011 5272,619
Term deposits from customers 1,793,271 198,641 3723 280986 18,284 2,294,905 3,628,672 5,923,577
Borrowings 672,951 - - - 1 672,952 2,585,120 3,258,072
Lease liabilities 62,080 137 - - - 62,217 1,091 63,308
Provisions 16,440 849 18,576 31 - 35,896 80,466 116,362
Current tax liabilities - - - - - - - -
Other financial liabilities 33,886 12,543 510 241 491 47,671 187,448 235119
Total liabilities 5181110 408,222 39,857 584,517 36,274 6,249,980 10,143,441 16,393,421
Net Assets / Liabilities (828114) (92131 186,198 950,194 46,531 262,678 1,798,131 2,060,809
3.2.3 Equity Risk OTP BANK ROMANIA's policy regarding equity

Equity risk is the risk of loss resulting from changes

in the level of prices of equity instruments.

risk management is not to have open positions on

equity instruments. During 2022, the Bank did not

hold trading positions on equity instruments.
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The Bank holdings of shares are represented by
VISA, Mastercard, Worldwide Interbank and we
appreciate that the level of equity risk to which we
are exposed is not material (see Note 19).

3.3 Credit Risk Management

The credit risk is associated with the loans granted
by the Bank, being the risk that the customer will

be unable to fulfil its obligations thus causing
financial losses to the Bank.

The Bank's main objective regarding credit risk
management was to maintain the portfolio
quality by monitoring the evolution of a set of
indicators which are detailed in the Risk Strategy
for 2022.

The Bank's main objectives regarding credit risk

management are:

- Developing a diversified portfolio, the
performance of which does not excessively
depend on the changes in the position of any
particular sector, geographical region or debtor
group, that ensures stable profitability on the
long run;

- Ensuring the soundness of the newly originated
loan portfolio in a macro environment with a
high level of uncertainty;

- Follow the NPE strategy and reach the NPL%
targets;

- Maintaining the solvency indicator within
normal limits so that the capital requirement
for credit risk is not increasing excessively;

- Maintaining the portfolio quality by monitoring
the evolution of a set of indicators which is
detailed in Risk Strategy 2022.

The Bank's strategy regarding credit risk

management includes:

- Ensuring the soundness of the newly originated
loan portfolio in a macro environment with a
high level of uncertainty. As response to COVID
-19 expected negative effect on the economy,
the Bank has adjusted its credit policies by
implementing temporary restrictions to
mitigate arisen risks. The Bank will continue to
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adapt its policies accordingly.

- Maintaining an adequate quality level of the
existing loan portfolio and ensuring a suitable
provision coverage. The Bank will continue to
assign priority to managing past due loans by
making efforts to enable customers in arrears
to return to the routine of making reqular
repayments. In 2021, the Bank continued to
asses and monitor for a relevant period the
loans exposures that had benefited from
moratoriums.

- Follow the NPE strategy and reach the NPL%
targets. No doubt the emergency of COVID
19 and its systemic impact, has brought
additional insecurity and pressure in respect to
the achievement of the Bank's plan to reduce
the NPL stock. Nevertheless, the Bank will
undertake all possibly planned actions in order
reach the NPE % target and the planned values
for the non-performing loans rate at the level of
each segment.

- Monitoring of credit risk. With a view to
monitoring the credit risk appetite, the Bank
operates a control system, which covers the
regulatory instruments, the risk parameters of
the products and the reporting system.

- Reviewing the transactional models. All
behavioural scorecards applied for Private
Individual segment were redeveloped during
2021 and implemented on December 2021.
These updates mainly reflect the impact of the
new default definition. In order to improve the
credit risk management framework during 2021
there were developed models for optimizing
the process of collecting outstanding. Which
where scheduled for implementation during
the period March - June 2022.

The credit risk is managed in compliance with
lending norms approved by the Management
Board, based on the risk related type of products.
Regarding converted loans, the OTP Bank

Group approved the conversion program as a
commercial offer for all the clients with loans

in Swiss francs, justified by the social and legal
environment. The program started on 9th of
December 2015 and was addressed to all the
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10,500 customers with mortgage loans in CHF,
offered by OTP BANK ROMANIA.

The conversion program was designed and
applied in a special environment that affected
the entire banking sector in Romania an also
other countries and addressed a large portion
of the costumers. The conversion was available
to all the clients who had delays of up to 90
days in the payment of monthly instalments,
registered at the time of conversion.

Impaired exposures resulting from converted
loans are presented in Stage 3 and those for
which there are no signs of impairment are

presented in Stage 2, with lifetime ECL.

The bank's mid-term strategy in respect of
credit risk management that includes the ESG
risk management too, is detailed at page 193-
194 at the present Annual Report

3.3.1 Impaired assets

As part of the overall credit risk management, the
credit concentration risk is actively managed using
standard tools (e.g. analysis, assessment, setting of
internal limits, reporting and use of risk mitigation
techniques as appropriate). The Bank aims not to
take any excessive credit concentration risk. Credit
concentration risk management procedures cover
individual counterparties as well as economically
connected groups, selected industry sectors and
collateral providers. The system of internal limits
is established such that the Bank complies with
regulatory limits set in respect of concentration

risk.

The Bank regularly re-assesses all credit exposures
that have already been specifically provided for,

as well as all credit exposures that appear on
watchlist and which are classified as individually

significant.

The breakdown below presents all loans splitted by risk concentration by product for retail customers

and by industry for legal entities, is as follows:

December 31,2022 Stage 1 Stage2 Stage3

collective collective collective Individual POCI TOTAL
RETAIL 5,572,700 1,070,659 234,914 28,878 53,201 6,960,352
Consumer loans 873,752 258,099 142,521 - 69 1,274,441
Mortgage 4,698,948 812,560 92,393 28,878 53,132 5,685,911
LEGAL ENTITIES 6,029,153 874,478 22,903 318,048 12,388 7,256,970
Real estate and construction 1,773,968 256,652 6,261 74,613 5,725 2,117,219
Trade and finance 1,522,131 1M,086 8,683 56,282 6,038 1,704,220
Manufacturing 626,080 270,586 2,885 83,806 - 983,357
Services 681977 101,506 1,546 50,671 625 836,325
Agriculture and forestry 1,166,530 53,831 1140 3718 - 1,258,619
Transportation and communications 252,241 74,191 2,308 14,232 - 342972
Other sectors 6,226 6,626 80 1,326 - 14,258
Gross carrying amount 11,601,853 1,945,137 257,817 346,926 65,589 14,217,322
Impairment losses on loans (128,680) (190,941) (159,101) (218,851) (16,336) (713,909)
Total net exposure 1,473,173 1,754,196 98,716 128,075 49,253 13,503,413

Stage 2 includes the converted loans in net amount of 340,795 thousand lei, which may have been disclosed as

POC! loans and for which lifetime ECL is computed.
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December 31,2021 Stage 1 Stage2 Stage3

collective collective collective Individual POCI TOTAL
RETAIL 5,321,755 1,067,732 154,874 27,675 56,926 6,628,962
Consumer loans 912,394 215,839 91,105 151 62 1,219,551
Mortgage 4,409,361 851,893 63,769 27,524 56,864 5,409,411
LEGAL ENTITIES 5,231,657 778,373 2,177 351,777 12,308 6,376,292
Real estate and construction 1,334,244 226,363 200 57,994 6,035 1,624,836
Trade and finance 1,403,875 105,056 51 63,957 6,273 1,579,212
Manufacturing 577,109 225127 30 119,420 - 921,686
Services 781,299 140,684 648 74,682 - 997,313
Agriculture and forestry 856,525 43962 641 16,595 - 917,723
Transportation and communications 272,593 29,833 607 17,026 - 320,059
Other sectors 6,012 7,348 - 2,103 - 15,463
Gross carrying amount 10,553,412 1,846,105 157,051 379,452 69,234 13,005,254
Impairment losses on loans (108,388) (158,428) (96,158) (238,516) (17,269) (618,759)
Total net exposure 10,445,024 1,687,677 60,893 140,936 51,965 12,386,495

Stage 2 includes the converted loans in net amount of 451,495 thousand lei, which may have been disclosed as

POCl loans and for which lifetime ECL is computed.

3.3.2 Collaterals received from Bank has established coefficients (acceptance
customers limits) applicable to the collateral value (which
can be: market value, face value, assessed value,
In order to calculate the collateral coverage guaranteed value, etc) depending on the type of
ratio of the loans granted to non-retail clientele collateral. Acceptance limits, depending on the
(entities with or without legal personality) the type of the collateral, are described below

Description of collateral

Acceptance limit value

Balance of account, deposit instrument 100%
Government securities issued in Romania, government-guaranteed securities 95%
Foreign-issued government securities rated in class I-Il, government-guaranteed securities 95%
Foreign-issued and Romanian banking debt securities or deposit instruments similar to securities, issued by a bank

In case of banks rated as |. to V. 75%
Romanian and foreign shares listed and traded on the exchange or OTC 50%
Investment units issued by OTP Asset Management

Investment units with low or medium risk profile (e.g. OTP Obligation, OTP ComodisRo, OTP Euro Bond, OTP Dollar Bond) 80%
Investment units with low or medium risk profile (e.g. OTP Premium Protect) 70%
Investment units with medium to high or high risk profile (e.g. OTP AvantisRo) 60%
Residential property

First-ranking mortgage 85%
Second-ranking or any subsequent mortgage 85%
Commercial property First-ranking mortgage on constructions

Holiday homes, weekend houses 70%
Offices 70%
Catering establishments (hotel, restaurant, guest-house etc.) 70%
Business sites (warehouses, etc.) 70%
Business outlets 70%
Commercial parts of buildings serving housing purposes (e.g. garages, storage room, business outlets) provided that 70%
they are separately marketable

Factory buildings (production facilities, etc.) 60%
Business sites for agricultural purposes (farms, farmsteads, crop storage facilities, animal farming sites) 60%
Flats, houses or other buildings under construction 60%
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Description of collateral

Acceptance limit value

First-ranking mortgage on land

Urban land (intravilan) 75%
Agricultural land 80%
Other types of land 50%
Mortgage on inventories and other unspecified movable property 20%
Mortgage on vehicles (passenger car, motorcycle, commercial vehicle, aircraft, vessel) 50%
Mortgage on technological machines and equipment 40%
Claim against the state 100%
Claim against Agency for Payments and Intervention in Agriculture (APIA) in accordance with the conventions signed between 100%
APIAand the Bank °
Claims of class I-V against local governments and other budgetary agencies 80%
Claims against_ other persons or compames or claims arising from contracts relating to commercial services or from 50%
contracts relating to transactions with a term no longer than one year
Guarantee or suretyship by the state 100%
The guarantee, suretyship or bill of a bank; letter of credit issued by a company and advised by a bank
Bankrated as class . to V. 100%
Joint and several suretyship
Guarantee funds, credit insurance companies 100%
Municipalities rated as class |-l 100%
Municipalities rated as class lI-IV 80%
At the reference date, the Bank has accepted the types of collaterals specified below:
sl el e o el ol
Cash collaterals 93,218 86,283
Bank guarantees and cash sureties 93,836 160,845
Guarantees from public administration 90,914 6,01
Revenue assignment 273,033 199,958
Assignment of other receivables 105,925 136,843
Registration of pledge for stock 1,096,171 978,71
Mortgages 9,886,462 8,916,444
Other 1,472,733 1,295,050
Securities - other securities 279,926 184,412
Total 13,392,218 11,964,557

Regarding the methodology of using
collateral when establishing individual
provisions, in order to calculate the cash
flow from guarantees, the assigned value of
liquidation of the guarantee will be used.
Liquidation value is the value of the
guarantee at which, in the event of non-
repayment, it can be used immediately or in
a relatively short period of time and which
includes all costs related to liquidation.

In order to estimate the recoveries for

collateralized assets (future cash flows from
collateral realization), the Collateral value,
efficiency factor (EF), time to collection (t)
and collateral collection costs (RC) should be
estimated.

The collateral value could be estimated

based on, but not limited to, the following

factors:

- term for which collateral has been
pledged,
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- nominal / established collateral value
(based on loan agreement),

- value from last collateral valuation
(internal or external),

- actual collateral value pledged to the
Bank based on the agreement and all
available and relevant information

regarding the collateral (e.g. first liens)

The efficiency factors (EF) are established
based on a back-testing to be performed
periodically (minimum half-yearly) by
the Bank or, if there is no or insufficient
historical data regarding some types of
collateral, these are established based on

expert opinion.

The back-testing for efficiency factors
implies the evidence of all collateral sales,
over a certain period of time. The estimated
time to collection is established by the bank
based on a back-testing to be performed
periodically (minimum half-yearly) or, if
there is no or insufficient historical data
regarding some types of collateral, these are
established based on expert opinion.

The back-test for the time to collection
implies the evidence of all collateral sales,
and their sale duration (calculated as the
period between the date of initiations of
the recovery procedures (legal procedures
sale under the forced execution procedure/
insolvency/bankruptcy as well as amicable
procedures - amiable sale with the debtor's
consent where it is possible) and effective

date of selling the collateral.

The estimated collateral collection costs
are established by the bank based on a
back-testing to be performed periodically
(minimum half-yearly) or, if there is no or
insufficient historical data regarding some
types of collateral, these are established

based on expert opinion.

The back-testing for collateral collection
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costs implies the evidence of all collateral
sales or collaterals pending sale.

In case of the cash flows estimated from
invoices assigned in favor of the Bank, those
ones uncollected within maximum 90 days
from maturity or no later than 180 days
from the date of issue of the documents
certifying their existence (tax invoices, etc),
whichever is the earlier, will not be taken
into consideration as future cash flows from
the enforcement of collaterals or other

alternative sources of reimbursement.

The Collateral value and efficiency factor
should not account for the time-value

of money, or the time required to realize
the collateral, as these will be taken into
account through discounting all cash flows.

For the types of collaterals for which

the preparation of an evaluation report

is mandatory according to Collateral

Evaluation Regulation, the liquidation

(execution) value of collaterals is determined

based on the evaluation report as follows:

- Itis equal to the market value to which the
efficiency factor is applied (EFi * Collateral_
valuei), or

- Itis equal to the liquidation value when
itis specified in the evaluation report
(Liquidation_valuei).

Without a valid collateral reappraisal, the
accepted value of the collateral has be
set O in the collateral database, although
the value can be used (with a reasonable
adjustment) for the individual provision
calculation (explanation is needed in the
provision calculation).

Cash flows resulting from the recovery of
inventories will be taken into account only
to the extent that they present an appraisal
report prepared by an authorized ANEVAR
evaluator issued no earlier than six months

before the date of analysis.
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In the table below is detailed the portfolio classified based on provision and client type along

the collateral market and liquidation values covering those portfolios.

Collateral Collateral Exposure-
Exposure Provision  market value, liquidation Co':lateral
Provizion type Client type Stage  December 31, December 31, cappedto value, capped liquidation
2022 2022 the covered to the covered q value
exposure exposure
Colective Individual 1 5,582,784 (36,885) 4,697,092 3,573,078 2,009,706
2 1,091,761 (126,383) 817,205 651,100 440,661
3 2341M (142,000) 98,655 76,843 157,269
Legal entity 1 6,029,152 (101,877) 4,711,078 3,199,513 2,829,640
2 875,618 (65,484) 727,012 549,750 325,868
3 22,903 (12,316) 9,635 6,260 16,644
Individual Individual 3 51,697 (16,927) 47,355 35120 16,577
Legal entity 3 329,296 (212,037) 259,838 164,143 165,154
Total 14,217,322 (713,909) 11,367,870 8,255,807 5,961,519
Collateral Collateral Exposure-
Exposure Provision  market value, liquidation Corl,lateral
Provizion type Client type Stage December 31, December 31, cappedto value, capped liquidation
2021 2021 the covered to the covered q value
exposure exposure
Colective Individual 1 5321752 (24,280) 4,401,605 3,624,413 1,697,340
2 1,090,499 (99,736) 846,781 716,748 373,751
3 155,721 (92,290) 68,846 57,188 98,533
Legal entity 1 5,231,657 (84,107) 3,972,648 2,850,640 2,381,017
2 779,502 (59,633) 669,380 549,282 230,220
3 2177 (1,398) 1,365 796 1,382
Individual Individual 3 52,664 (18,100) 45,746 34,655 18,009
Legal entity 3 362,955 (230,891) 272,991 166,732 196,223
Total 12,996,928 (610,435) 10,279,362 8,000,454 4,996,474
3.3.3  Foreclosed collaterals

Collaterals repossessed through foreclosure / legal proceedings are initialy classified as inventories.

When the Bank decides to use these collaterals for rent, they are reclassified as investment property.

The movement related to these assets, is presented below:

a) Net book value of assets held for sale (inventories)

The net value of these inventories increased during the period, reaching 3,733 thousand as of
December 31,2022 (3,263 thousand as of December 31, 2021). These assets are presented in the
Statement of Financial Position as Other Assets (Note 27).

Year Opening Additions Depreciation Impairment Closing

balance balance
2022 3,263 1,614 (1162) 18 3,733
2021 2,999 1,797 (1,779) 246 3,263
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b) The Bank recorded investment real estate property held to earn rentals. Investment properties
are measured initially at cost. Transaction costs are included in the initial measurement. After initial

recognition, the Bank measures investment property using the cost model.

Movements related to these assets during 2022 and 2021 respectively are presented below.

The carrying value of investment property:

Year Initial Additions Depreciation Adjust Final
2022 1,008 - (246) - 762
2021 1,254 - (246) - 1,008

3.3.4  The quality of loans receivable (within maturity as well as overdue loans
receivable)

The structure of loan portfolio by days of delay is shown below highlighting a clear picture of the
quality of financial assets. If there are outstanding amounts (principal, interest etc) the entire loan is
considered past due.

3.3.4.1 Quality of loan portolio (current and overdue)
The breakdown below presents all loans splitted by days of delay for retail customers and legal
entities, is as follows:

December 31,2022 Stage 1 Stage2 Stage3

collective collective  collective Individual POCI TOTAL
RETAIL 5,572,700 1,070,659 234,914 28,878 53,201 6,960,352
within maturity 5,394,882 723141 12,433 8,225 25,437 6,164,118
1-15days 14391 211,087 11,075 1m 8,157 375,341
16-30 days 33,907 59,023 5,831 1514 3,860 104,135
31-60 days - 59,697 26,175 4,605 2,880 93,357
61-90 days - 15,722 29,429 115 4,535 50,801
91-180 days - 1,985 35723 5,740 2,858 46,306
more than 180 days - 4 14,249 6,567 5,474 126,294
LEGAL ENTITIES 6,029,153 874,478 22,903 318,048 12,388 7,256,970
within maturity 5,862,474 819,087 13,097 101,988 6,016 6,802,662
1-15days 156,257 38171 5,901 22,987 - 223,316
16-30 days 10,422 7,497 2,007 2,350 - 22,276
31-60 days - 7,487 1,028 2,042 - 10,557
61-90 days - 2,236 341 15,010 - 17,587
91-180 days - - 529 40,329 - 40,858
more than 180 days - - - 133,342 6,372 139,714
Gross carrying amount 11,601,853 1,945,137 257,817 346,926 65,589 14,217,322
Impairment losses on loans (128,680) (190,941) (159,101) (218,851) (16,336) (713,909)
Total net exposure 1,473,173 1,754,196 98,716 128,075 49,253 13,503,413

126

Stage 2 includes the converted loans in net amount of 340,795 thousand lei, which may have been
disclosed as POCI loans and for which lifetime ECL is computed.
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The breakdown below presents all loans splitted by days of delay for retail customers and legal
entities, is as follows:

December 31,2021 Stage 1 Stage2 Stage3

collective collective  collective Individual POCI TOTAL
RETAIL 5,321,755 1,067,732 154,874 27,675 56,926 6,628,962
within maturity 5,201,009 838,628 13,787 9,527 34,627 6,097,578
1-15days 98,135 133,987 6,689 230 6,204 245,245
16-30 days 22,611 43163 4,398 1968 914 73,054
31-60 days - 38,617 16,349 2,637 4,278 61,881
61-90 days - 11,803 17,817 2,841 2,651 35112
91-180 days - 1,527 29,002 1,839 2,728 35,096
more than 180 days - 7 66,832 8,633 5,524 80,996
LEGAL ENTITIES 5,231,657 778,373 2,177 351,777 12,308 6,376,292
within maturity 5,221,985 769,179 641 11,307 5,626 6,138,738
1-15 days 5230 3,669 - 15,01 - 23,910
16-30 days 4,447 2,632 607 2,969 - 10,650
31-60 days - 2,543 51 3712 - 6,306
61-90 days - 350 048 2,018 - 3,016
91-180 days - - 230 15,280 1296 16,806
more than 180 days - - - 171,480 5386 176,866
Gross carrying amount 10,553,412 1,846,105 157,051 379,452 69,234 13,005,254
Impairment losses on loans (108,388) (158,428) (96,158) (238,516) (17,269) (618,759)
Total net exposure 10,445,024 1,687,677 60,893 140,936 51,965 12,386,495

Stage 2 includes the converted loans in net amount of RON 451,495 thousand, which may have been
disclosed as POCI loans and for which lifetime ECL is computed. For certain loans granted to customers,
which were overdue for more than 90 days at the reporting dates, the Bank received collaterals of
significant higher amounts than the related exposures. Therefore, the total provision recorded by the
Bank for these loans is less than the total exposure as at each of the reporting dates.

3.3.4.2 Quality of overdue loans

The table bellow shows the net loans exposures which are past due acordingly to the Bank IFRS provision
methodology by product for retail customers and by industry for legal entities:

Stage1 Stage2 Stage3 POCI
December 31,2022 upto30 upto30 upto90 over90 upto30 upto90  over90 upto30 upto90 over90 TOTAL
days days days days days days days days days days
RETAIL 177,818 269,984 75,545 1,989 19,530 61325 162,279 12,017 7416 8,331 796,234
Consumer loans 15724 78,901 14,276 544 5062 16,526 117,659 2 - 35 248729
Mortgage 162,094 191,083 61,269 1445 14468 44,799 44,620 12,015 7416 8296 547,505
LEGAL ENTITIES 166,679 45,667 9,724 - 33245 18,420 174,201 - - 6,372 454,308
Real estate and construction 41,214 3,468 286 - 7,161 451 38,998 - - 5726 97,304
Trade and finance 55183 1,612 3,336 - 7934 1,607 39,548 - - 646 119,866
Manufacturing 8,866 3,958 352 - 2,010 13,540 62,081 - - - 90,807
Services 20,610 14,166 1,255 - 4,440 251 16,062 - - - 56,784
Agriculture and forestry 23,235 2,975 2,873 - 10,880 1,098 14,965 - - - 56,026
Ifnfifﬁﬁf?;f&i”d 7374 9080 1532 - 740 1473 2,295 - - - 32494
Other sectors 197 408 90 80 - 252 - - - 1,027

Gross carrying amount
Impairment losses on loans

344,497 315651 85269 1989 52775 79745 336480 12,017 7416 14703 1,250,542
(3.843) (44,179) (12.276)  (368) (23,936) (43,590) (252,084) (1,864) (2,463) (9,601) (394,204)

Total net exposure

340,654 271472 72,993 1,621 28,839 36,155 84,396 10,153 4,953 5102 856,338
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Stage 2 includes the converted loans in net amount of 340,795 thousand lei, which may have

been disclosed as POCI loans and for which lifetime ECL is computed.

The table bellow shows the net loans exposures which are past due accordingly to the Bank IFRS

provision methodology by product for retail customers and by industry for legal entities:

Stage 1 Stage2 Stage3 POCI
December 31,2021 upto30 upto90 over up to 30 upto over90 upupto peste TOTAL
up to 30 days days days 90 days 90 days days 030 90 90 zile
Y Y days Y Y Y days  days

RETAIL 120,746 177151 50,420 1534 13,285 39,644 106,305 7117 6,929 8,252 531,383
Consumer loans 17463 52,073 13,522 L4uy 4,866 12997 69,988 2 - 26 171,381
Mortgage 103,283 125,078 36,898 1,090 8419 26,647 36,317 7115 6929 8226 360,002
LEGAL ENTITIES 9,672 6,301 2,893 - 18,587 6,428 186,991 - - 6,682 237,554
Real estate and construction 1146 610 97 - 305 2,170 20,505 - - 6,035 30,868
Trade and finance 4,153 1,904 7 - 17675 1,619 41,752 - - 647 67,867
Manufacturing 320 2,191 717 - - 505 81,036 - - - 84,769
Services 1,063 252 489 - - 2008 30279 - - - 34,091
Agriculture and forestry 1,451 26 1,402 - - - 11,365 - - - 14,244
Transportation and 1420 172 23 - 607 123 2038 - - - 5383
communications

Other sectors 119 146 48 - - 3 16 - - - 332
Gross carrying amount 130,418 183,452 53,313 1534 31,872 46,072 293296 7117 6,929 14,934 768,937
Impairment losses on loans (2,584) (18,256) (10,376) (498) (18,847) (23,296) (215,022) (572) (2,070) (10,337) (301,858)
Total net exposure 127,834 165,196 42,937 1,036 13,025 22,776 78,274 6,545 4,859 4,597 467,079

Stage 2 includes the converted loans in net amount of RON 451,495 thousand, which may have been disclosed as POCI

loans and for which lifetime ECL is computed.
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3.3.4.3 Quality of loans by internal credit rating

The Bank implemented in 2021 an internal credit rating grades - OTP Group Master Scale

- defines a functional relationship between PD estimates and a rating grade, where "PD"

denotes the expected one year default rate of a given observation.

Rating Low bound <= PD PD < High bound Class
1 0% 0.27%
2 0.27% 0.54% )
Low risk (Prime)
3 0.54% 0.93%
4 0.93% 1.56%
5 1.56% 2.62%
5 262% 436% Med\um.msk
(Near- prime)
7 4.36% 8.07%
8 8.07% 19.78%
High Risk (Sub-prime)
9 19.78% 100.00%

The impact in loan losses allowance of the increase/decrease by +/-10 percent of the

probability of default and loss given default for collective assessment as of 31 December

2022 is presented below:
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Loan portfolio / Impact PDincrease  PD decrease by LGD increase by  LGD decrease by
P P by 10% 10% 10% 10%
Individuals 12,460 -12,460 21,263 -21,263
Credit cards and overdraft 35 -135 251 -251
Consumer loans 6,587 -6,587 1,827 -11,827
Mortgage loans 5,738 -5,738 9,186 -9,186
Legal entities 18,928 -18,928 19,142 -19,142
SMEs 6,583 -6,583 6,795 -6,795
Large Corporate 12,344 -12,344 12,346 -12.346
The breakdown below presents all loans splitted by internal rating grade for legal entities as follows:
December 31,2022 Gross carrying amount ECL
Internal ratin mont
grade 9 Basel PD Stage 1 Stage2 Stage3 POCI Total Stage1 Stage2 Stage3  POCI Total
range
Performing 6,029,153 874,478 - 1140 6,904,771 (101,876) (65,404) - (79) (167,359)
Low risk (1-4) 0.00%-1.56% 2,586,114 84,933 - - 2,671,047  (3/193) (7,256) - - (44,449)
Medium risk (5-7) 1.56%-8.07% 3,408,363 610,777 - 1140 4,020,280 (63,550) (40,719) - (79) (104,348)
High Risk (8-9) 8.07%-100% 34,676 178,768 - - 213,444 (1133) (17,429) - - (18,562)
Non performing 100% - - 340,951 11,248 352,199 - - (219,510) (4,844) (224,354)
No rating - - - - - - - - - -
Total 6,029,153 874,478 340,951 12,388 7,256,970 (101,876) (65,404) (219,510) (4,923) (391,713)
Coverage ratio 1.7% 7.5% 64.4% 39.7% 5.4%
December 31,2021 Gross carrying amount ECL
Internal ratin o
rade 9 Basel PD Stage 1 Stage2 Stage3 POCI Total Stage1 Stage2 Stage3 POCI Total
9 range
Performing 5,108,607 778,373 - 1129 5,888,109 (82,853) (59,576) - (57) (142,486)
Low risk (1-4) 0.00%-1.56% 1,968,458 124,592 - 22,093,052 (26,657) (5,593) - - (32,250)
Medium risk (5-7)  1.56%-8.07% 3,038,087 425,588 - - 3,463,675 (50903) (27,868) - - (78,717)
High Risk (8-9) 8.07%-100% 102,062 228193 - 1127 331,382 (5292%)  (26,115) - (57)  (31,465)
Non performing 100% - - 353954 11179 365,133 - - (227245) (5,044) (232,289)
No rating 123,050 - - - 123,050 (1,255) - - - (1,255)
Total 5,231,657 778,373 353,954 12,308 6,376,292 (84,108) (59,576) (227,245) (5,101) (376,030)
Coverage ratio 1.6% 1.7% 64.2%  41.4% 5.9%

In the following table are presented the amounts of consumer loans splitted based on the internal rating grade:

December 31,2022 Gross carrying amount ECL

Internal ratin ot

grade 9 Basel PD Stage 1 Stage2 Stage3 POCI Total Stage1 Stage2 Stage3 POCI Total
range

Performing 871,069 258,099 - 20 1,129,187 (16,684) (55,907) - (1) (72,592)

Low risk (1-4) 0.00%-1.56% 608,551 2,158 - 14 610,723  (/,564) (277) - M (7.842)

Medium risk (5-7)  1.56%-8.07% 260,952 122,938 - 3 383,893 (8926) (19,829 - - (28,755)

High Risk (8-9) 8.07%-100% 1,566 133,003 - 3 134,571 (194) (35,801 - - (35,995)

Non performing 100% - - 162,521 49 142,570 3 (1) (104,167) (28) (104,199)

No rating 2,683 - - - 2,684 - - - - -

Total 873,752 258,099 142,521 69 1274441 (26,770) (55,907) (94,085) (29) (176,791)

Coverage ratio 3.06% 21.66% 66.01% 42.65% 13.87%
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December 31,2021 Gross carrying amount ECL
Internal ratin o

rade 9 Basel PD Stage 1 Stage2 Stage3 o]d] Total Stage1 Stage2 Stage3 o]d] Total
9 range
Performing 912,383 215,836 - 25 1128244 (19,891) (46,868) - - (66,759)
Low risk (1-4) 0.00%-1.56% 646,876 2,874 - 22 649,772 (13,647) (1216) - - (14,863)
Medium risk (5-7)  1.56%-8.07% 261,776 116,646 - - 378,422  (5827) (23,989) - - (29,816)
High Risk (8-9) 8.07%-100% 3,731 96,316 - 3 100,050 (@17)  (21,663) - - (22,080)
Non performing 100% - - 82933 37 82,970 - - (55.457) (27)  (55.484)
No rating 1 3 8,323 - 8,337 (1) (1 (8322) - (8.324)
Total 912,394 215,839 91,256 62 1,219,551 (19,892) (46,869) (63,779) (27) (130,567)
Coverage ratio 2.18% 21.71% 69.89% 43.55% 10.71%

In the following table are presented the amounts of residential mortgages loans splitted based on the internal rating
grade:

December 31,2022 Gross carrying amount ECL
Internal ratin ot

rade 9 Basel PD Stage 1 Stage2 Stage3 POCI Total Stage1 Stage2 Stage3 POCI Total
9 range
Performing 4,698,948 812,560 - 21,082 5,532,590 (10,117) (69,629) - (844) (80,590)
Low risk (1-4) 0.00%-1.56% 4,437,606 393,818 - 9842 4,841266 (3,166) (32,045) - (314)  (40,525)
Mediumrisk (5-7)  1.56%-8.07% 255,760 246,210 - 5200 507171 (1763)  (20,477) - (169)  (22,403)
High Risk (8-9) 8.07%-100% 5,582 172,532 - 6,040 184,153 (188) (17,113) - (367 (17,662)
Non performing 100% - - 121,271 32,050 153,321 - - (54,275) (10,540) (64,815)
No rating - - - - - - - - - -
Total 4,698,948 812560 121,271 53131 5,685911 (10,117) (69,629) (54,275) (11,384) (145,405)
Coverage ratio 0.22% 8.57% 44.76% 21.43% 2.56%

Stage 2 includes the converted loans in gros amount of RON 368,727 thousand,

been disclosed as POCI loans and for which lifetime ECL is computed.

ECL RON 27,932 thousand, which may have

December 31,2021 Gross carrying amount ECL
Internal ratin mont

rade 9 Basel PD Stage 1 Stage2 Stage3 o]d] Total Stage1 Stage2 Stage3 o]d] Total
9 range
Performing 4,408,925 851,584 - 22,744 5283253 (4,390) (51,971) - (884) (57,245)
Low risk (1-4) 0.00%-1.56% 4,141,660 525,862 - 12622 4,680,144 (4,015 (31,229) - (426)  (35,680)
Medium risk (5-7)  1.56%-8.07% 260,577 227,070 - 5159 492,806 272)  (13,469) - (213)  (13,954)
High Risk (8-9) 8.07%-100% 6,688 98,652 - 4965 110,303 (103)  (7273) - (235) (7.6M)
Non performing 100% - - 91293 34,120 125,413 - - (63647) (1257) (54,904)
No rating 436 309 - - 745 - (13) - - (13)
Total 4,409,361 851,893 91,293 56,864 5409411 (4,390) (51,984) (43,647) (12,141) (112,162)
Coverage ratio 0.10% 6.10%  47.81% 21.35% 2.07%

Stage 2 includes the converted loans in gros amount of RON 479,720 thousand, ECL RON 28,225 thousand, which may have

been disclosed as POCI loans and for which lifetime ECL is computed.
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In the following table are presented the amounts of guarantees and commitments splitted based on the internal rating grade:

December 31,2022 Gross carrying amount ECL
Internal ratin mont
grade 9 Basel PD Stage 1 Stage2 Stage3 POCI Total Stage1 Stage2 Stage3 POCI Total
range

Performing 2,638,445 212,816 - 29 2,851,290 (38,838) (9,968) - (1) (48,807)
Low risk (1-4) 0.00%-1.56% 1,337,825 1,452 - 27 1,339,304 (17,724 (80) (1) (17,805)
Medium risk (5-7) 1.56%-8.07% 1,284,358 175,013 - 1,459,371 (20,560) (8114) - - (28,674)
High Risk (8-9) 8.07%-100% 16,262 36,351 - 2 52,615 (554) (1,774) - - (2,328)
Non performing 100% - - 37,095 3 37,098 - - (9,969) 2 (9,97)
No rating - - - - - - - - - -
Total 2,638,445 212,816 37,095 32 2,888,388 (38,838) (9,968) (9,969) (3) (58,778)
Coverage ratio 1.47% 4.68% 26.87% 9.38% 2.03%
December 31,2021 Gross carrying amount ECL
Internal ratin ot

rade 9 Basel PD Stage 1 Stage2 Stage3 POCI Total Stage1 Stage2 Stage3 POCI Total
9 range
Performing 2,491,343 206,415 - 69 2,697,827 (37,828) (8,327) - (1) (46,156)
Low risk (1-4) 0.00%-1.56% 1,078,587 3,479 - 5/ 1,082,123  (16,529) (95) - (1) (16,425)
Medium risk (5-7)  1.56%-8.07% 1,378,742 156,167 - - 1,534,909 (20,656) (5,947) - - (26,603)
High Risk (8-9) 8.07%-100% 34,014 46,769 - 12 80,795 (843) (2,285) - - (3,128)
Non performing 100% - - 78942 2 78,944 - - (7923) (1) (7,924)
No rating 56,843 - - - 56,843  (480) - - - (480)
Total 2,548,186 206,415 78,942 71 2,833,614 (38308) (8,327) (7.923) (2) (54,560)
Coverage ratio 1.5% 4.0% 10.0% 2.8% 1.9%
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3.3.5 Analysis of restructured loans and receivables, gross

Restructured loans, in gross amount of RON 331,159 thousand as of December 2021 (RON 387,424
thousand as of December 31, 2021), represent loans for which the repayment terms have been
rescheduled based on an agreement between the Bank and its clients in order to avoid early

overdue payments.

The commercial negotiations implemented by the bank do not diminish the Net present value of
the loans with more than 1 percent and these modifications are not recognized by the bank.
The following table shows the quantitative analysis of the receivable that were classified as

restructured loans as at the year-end (on balance sheet amounts):

December 31,2022 December 31, 2021

Gross loans Provision Gross loans Provision

Retail loans within maturity 57,493 (10,196) 61,760 (13,952)
Overdue up to 15 days 13,974 (3,322) 11,286 (2,328)
Overdue from 16 to 30 days 9,249 (2,096) 5,756 (1,069
Overdue from 31to 60 days 8,354 (3117) 5,614 (2,263)
Overdue from 61t0 90 days 4,661 (2,448) 4,004 (2,186)
Overdue from 9110 180 days 5,443 (2,71) 1,943 (1176)
More than 180 days 13,223 (9,451) 11,313 (8,465)
Retail loans - TOTAL 112,397 (33,341) 101,676 (31,439)
SME loans within maturity 91,579 (22,421) 119,423 (27,993)
Overdue up to 15 days 5,996 (2,894) 3,787 (2,504)
Overdue from 16 to 30 days 2,380 (138) 2,672 (793)
Overdue from 31to 60 days 2,661 (790) 868 (367)
Overdue from 61to 90 days 2,068 (1,514) 2,031 (1,327)
Overdue from 9110 180 days 9,805 (7,268) 2,283 (129)
More than 180 days 33,453 (30,983) 43,364 (35,412)
SME loans - TOTAL 147,942 (66,008) 174,428 (68,525)
Corporate loans within maturity 13,998 (2,967 45,872 (17,708)
Overdue up to 15 days 2,833 (892) - -
Overdue from 16 to 30 days - - - -
Overdue from 31to 60 days - - - -
Overdue from 61to 90 days 1,339 (10,772) - -
Overdue from 9110 180 days 9,997 (9,497) - -
More than 180 days 32,653 (31,020) 65,450 (58,905)
Corporate loans - TOTAL 70,820 (55,148) 111,322 (76,613)
TOTAL 331,159 (154,497) 387,426 (176,577)
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The table below shows the evolution by stages of the restructured loans outstanding at the end of the reporting period December 31, 2022
compared to December 31, 2021.

Client category Stage Dec 2021 Stage Dec 2022 Gross loans Provision
w 2 15228 (1,454)

3 1323 (581)

,5 2 35,508 (3,286)

Individuals ? 15579 (6189)
. 2 1,876 (173)

3 38,169 (21,005)

new loans 2022 ’ e 161

3 430 (92)

Individuals Total 112,397 (33,341)
1 2 3,528 (254)

3 5,775 (3,.239)

5 2 46,839 (3259

Legal entities 3 17785 (9,669)
. 3 135,366 (96,416)

2 343 (25)

new loans 2022 3 9,126 (8,294)

Legal entities Total 218,762 (121,156)
TOTAL 331,159 (154,497)

The table below shows the evolution by stages of the restructured loans outstanding at the end of the reporting period December 31, 2021
compared to December 31, 2020.

Client category Stage Dec 2020 Stage Dec 2021 Gross loans Provision
w 2 22,079 (3,181)

3 1776 @n)

, 2 30,824 (3,804)

Individuals ? Sz (1.665)
. 2 3,186 (421)

3 38,974 (21,093)

new loans 2022 i e (526)

3 366 (38)

Individuals Total 101,675 (31,439)
1 2 8,663 (2,294)

3 2,069 (1,708)

5 2 52,077 (10,153)

Legal entities 3 11,995 (4,603)
2 3 180,312 (m7,51)

2 5768 (657)

new loans 2022 3 24,865 (8,21)

Legal entities Total 285,749 (145,137)
TOTAL 387,424 (176,576)
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3.3.6  Concentration of credit risk to counterparties - other banks

The following table presents the counterparty risk related to the exposures towards other credit
institutions, based on ratings published by Moody's:

December 31,2022 December 31,2021
. Amounts Moody's Rating for . Amounts Moody's Rating
in thousands ) in thousands ;
X ECL counterparty's country X ECL  forcounterparty's
RON equiv. . . RON equiv. o
of origin country of origin
Credit Europe Bank (Romania) S.A. 15,005 (104) Baa3 15,001 (177) Baa3
JP Morgan AG 9,252 - Aaa 198 - Aaa
BNP Paribas SA 6,976 - Aa?2 - - Aa2
Commerzbank AG 6,786 (34) Aaa 3514 (13) Aaa
Deutsche Bank AG 6,325 (38) Aaa 326 2 Aaa
JP Mgrggn Chase Bank National 5798 ) Aaa 5178 (10) Aaa
Association
Citibank Europe PLC 5145 - Al 1287 - A2
Deutsche Bank AG(F-SIP) 5,046 - Aaa - - Aaa
Alpha Bank Romania 5,002 (49) Baa3 - - Baa3
UniCredit Bank SA 4,900 - Baa3 - - Baa3
ING Bank NV 3,463 - Aaa - - Aaa
Banca Comerciald Romana S.A. 3,441 (10) Baa3 3,894 (15) Baa3
OTP Bank PLC 2,427 21) Baa2 1,305 (3) Baa2
Mizuho Bank LTD 1391 9) Al 134 - Al
Ba‘nca de Export-Import a Romaniei 1210 . Baa3 ) . Baa3
Eximbank SA
Lloyds Bank PLC 1145 (5) Aa3 712 (3) Aa3
Credit Suisse (Schweiz) AG 697 (4) Aaa 809 (3) Aaa
Skandinaviska Enskilda Banken AB
(PUBL) Stockholm 2 U Aaa 2 B Aaa
Danske Bank A/S 240 M Aaa 240 M Aaa
Danske Bank Aktieselskab 162 m Aaa 42 - Aaa
PKO Bank Polski S.A. 21 - A2 2 - A2
Libra Internet Bank SA - - Baa3 20,000 (370) Baa3
Banc? Cpmeroata Intesa Sanpaolo ) . Baa3 10,01 (129) Baa3
Romania SA
KBC Bank NV - - Aa3 1,039 - Aa3
Unicredit SankAG ) ) Aaa 99 ) Aaa
(Hypovereinsbank)
TOTAL 84,706 (294) 64,015 (726)
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3.4 Liquidity Risk Management

The liquidity risk is associated either to the
difficulty of an entity to raise necessary
funds in order to meet all the commitments
when they fall due or to the possibility of
incurring losses if the entity has to sell
assets in unfavorable conditions or has

to attract more expensive supplementary

funding.

The Bank's objective regarding liquidity risk
is to maintain an adequate level of liquidity
by ensuring the optimal mix of funding and
lending transactions in order to achieve the
budget.

As stated on the "Liquidity Management
Strategy” and on the "Liquidity Risk
Management policy” of the Bank,
permanently improved and updated in
compliance with the local requirements for
a prudent regulation but also, in compliance
with group requirements, OTP BANK
ROMANIA S.A. has implemented an internal
system of identification, measurement,
monitoring and control of the liquidity

risk, structured on two levels: the current
liquidity management - the continuity

of the activity in normal conditions (the
assurance of cash flows for normal business
operations) and the management of
liquidity on crisis situations - the continuity
of the activity in different crisis conditions.
OTP BANK ROMANIA S.A. manages the
liquidity risk considering: the estimation of
the cash flows needs and of the operative
liquidity, the daily banking book structure,
the liquidity GAP - on each currency and
overall, the level and the structure of

the liquid assets portfolio, the liquidity
indicators having early warning limits
internally established, the simulation
regarding the liquidity indicators levels, the
risk assessment on crisis situations by using

stress tests.

If the indicators monitored in the reports
enumerated above, register an attention
or crisis level the Assets and Liabilities
Committee evaluates the situation and
disposes necessary measures needed for
the indicators to revert to normal levels.
If the measures taken did not lead to an
improvement of the monitored liquidity
indicator, the alternative plan for liquidity
management in crisis situations will be

activated.

Strict monitoring and prudent management
of liquidity is supervised by the Assets and
Liabilities Management Committee.
Liabilities to clients due within one month
principally include current accounts from
which the clients are authorized to make
withdrawals at call. The Bank's historical
experience shows, however, that these
accounts represent a stable source of

funding.

During 2022 the Bank obtained new funding
from the OTP Group in total of 1100 million
lei (500 million lei from OTP Malta and 600
million lei MREL eligible from OTP Bank Plc)
and extended the maturity of another

250 million lei in advance to support the
lending activity, as well as with the aim of
improving the liquidity coverage indicator
(LCR). Additionally, in order to comply with
MREL requirements for beginning of 2023,
a funding contract from OTP Malta of 200
million lei was replaced with a new one,
MREL eligible, from OTP Bank Plc, and
keeping the same maturity. Shorter term
MM deposits were used to cover shorter
term variations in loan-deposits gap. During
the reported period, the Bank has meet the
regulatory requirements of the all liquidity
indicators, including LCR and NSFR (Net
Stable Fund Ratio).

On December 31,2022 the aggregate value
for stand-by credit facilities contracted with

the parent bank with purposes of use in a
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liquidity crisis (and unused on December 31,
2022) represent 95 million EUR.

The following tables show an analysis of
financial assets and liabilities according

to their remaining maturities, reflecting

the remaining period between the balance
sheet date and the repayment schedule in
case of assets and contractual maturity date
in case of liabilities (as of December 31,2022
and December 31, 2021).

For liquidity risk purposes, each undrawn
irrevocable loan commitment is included

in the first time bucket taking into account

the possibility to drown down at any time.
The value of the undrawn irrevocable loan
commitment is RON 2,163,404 thousand
as on December 31,2022 (RON 2,224,742
thousand as at December 2021).

For financial guarantee contracts, the
maximum amount of the guarantee is
allocated to the first bucket taking into
account the period in which the guarantee
could be called. The value of the financial
guarantee contracts is RON 724,984
thousand as on December 31, 2022 ( RON
608,872 thousand as at December 2021).

December 31,2022 Imonth  months momths  years  Syears mary T
ASSETS
Cash and cash equivalents 603,828 - - - - - 603,828
Current accounts and deposits at banks 84,412 - - - - - 84,412
Accounts with the National Bank of Romania 1,052,202 - - - - - 1,052,202
Loans and advances to banks 5793 - - - - - 5793
Derivatives 48,828 - - - - - 48,828
Derivatives hedge accounting 17,391 - - - - - 17,391
\ngsstmem securities at fair value through profit and 15717 ) ) ) . . 15717
Lr;vriz)‘[rrgﬁg};;icelji:‘éis;:t fair value through other 501,525 ) ) ) B B 501525
Securities at amortized cost 3,527,219 - - - - - 3,527,219
Loans and advances to customers 372,108 653264 2715426 4,482,340 5,280,275 - 13,503,413
Investment in Associates and Subsidiaries - - - - - 49,557 49,557
Other assets - - - - - 467,776 467,776
Total assets 6,229,023 653,264 2,715,426 4,482,340 5,280,275 517,333 19,877,661
LIABILITIES
Due to Banks 255,967 298,842 - - - - 554,809
Demand deposits from banks 54,185 - - - - - 54,185
Term deposits from banks 201,782 298,842 - - - - 500,624
Derivatives * 95,307 - - - - - 95,307
Derivatives hedge accounting * 957 - - - - - 957
Due to customers 7,567,736 2,461,737 2221752 147,490 33,030 - 12,431,745
Demand deposits from customers 4,517,303 - - - - - 4,517,303
Term deposits from customers 3,050,433 2,461,737 2,221,752 147,490 33,030 - 7,914,442
Borrowings 28,931 - 474,950 3,675,000 - - 4,178,881
Lease liabilities 17,649 151 1,790 38,330 10,000 - 67,920
Provisions - - - - - 113,953 13,953
Current tax liabilities 4,521 - - - - - 4,521
Other financial liabilities 288,746 - - - - 9,935 298,681
Total liabilities 8,259,814 2,760,730 2,698,492 3,860,820 43,030 123,888 17,746,774
Net liquidity GAP (2,030,791) (2,107,466) 16,934 621,520 5,237,245 393,445
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Up to 1to3 3to12 1to5 over No fixed

December 31, 2021 1month months months years 5years maturity Total
ASSETS

Cash and cash equivalents 551,861 - - - - - 551,861
Current accounts and deposits at banks 53,278 10,0M - - - - 63,289
Accounts with the National Bank of Romania 1,354,829 - - - - - 1,354,829
Loans and advances to banks 1,931 - - - - - 1,931
Derivatives 18,21 - - - - - 18,211
Derivatives hedge accounting - - - - - - -
\ngsestmem securities at fair value through profit and . ) ) ) . 21130 21130
‘;ﬁ‘i;ﬂ?ﬁg;;iﬁ}ﬂ;‘iﬁgr fair value through other 104778 22380 55642 421269 106371 13,934 724,374
Securities at amortized cost 1,472,295 150,050 104,180 466,825 625,625 - 2,818,975
Loans and advances to customers 282,206 629,385 2,225,757 2547112 6,702,035 - 12,386,495
Investment in Associates and Subsidiaries - - - - - 46,558 46,558

Other assets

- - - 466,577 466,577

3,839,389 811,826 2,385,579  3,435206 7,434,031 548,199 18,454,230

Total assets
LIABILITIES
Due to Banks 473,522 999,631 - - - - 1,473,153
Demand deposits from banks 33,196 - - - - - 33,196
Term deposits from banks 440,326 999,631 - - - - 1,439,957
Derivatives * 19,638 - - - - - 19,638
Derivatives hedge accounting * 31,573 - - - - - 31,573
Due to customers 7,056,174 2,204,196 1,790,398 120,533 24,895 - 11,196,196
Demand deposits from customers 5,272,619 - - - - - 5,272,619
Term deposits from customers 1,783,555 2,204,196 1,790,398 120,533 24,895 - 5,923,577
Borrowings 197,929 - - 2682790 377,353 - 3,258,072
Lease liabilities 955 36 1,759 48,782 1,720 56 63,308
Provisions - - - - - 116,362 116,362
Other financial liabilities 23519 - - - - - 235119
Total liabilities 8,014,910 3,203,863 1,792,157 2,852,105 413,968 116,418 16,393,421
Net liquidity GAP (4,175,521) (2,392,037) 593,422 583,101 7,020,063 431,781

Derivatives * - gross settlement values
All amount are presented bases on undiscounted cash flows.

Taking into consideration the specificity of Placements made by the Bank other than

the banking activity, deposits taken from client loans have a maturity of less than

non-banking clients mainly have maturities 3 months or are liquid assets than can

less than 12 months, still, these deposits be sold/used as collateral to finance a

are renewed in a significant proportion potential liquidity shortfall.

at each maturity date. Client deposits are

supplemented by long term Group Funding.
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3.5 Operational Risk

The operational risk management comprises
consistent identification and evaluation of
operational risks, followed by the identification
and execution of the measures for managing

and diminishing the risks thus defined.

The operational risk strategy main objective
is to develop an appropriate operational risk
control environment and create operational
risk awareness in order to minimize the

risks occurred due to systems and processes
malfunction, human errors, as well as due to

external factors.

The Bank has a governance framework for
operational risk that includes policies and
procedures for the identification, evaluation,
analysis, monitoring and control / decrease
of operational risk. Policies and procedures
are based on the size, nature and complexity
of Bank's activities, being regularly adjusted
according to the operational risk profile of the
Bank, respectively according to the changes
and external evolutions of the market. Policies
and procedures include additional risks
prevalent in certain operational activities and
cover the periods when the operational risk

might increase.

Operational risks are identified in two ways:

a) First, all loss events that actually occurred
must be collected and registered, with real/
actual losses (settled losses) or potential
losses (provisioned, estimated), including
near miss events. Also, the direct, actual
loss for the Bank is collected, but also the
collateral loss;

b) Second, there must be identified the
potential risks that could lead to direct / real

financial losses.

Each organizational unit is responsible with

the periodical collection and management of

data regarding the operational risk loss events.
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The mid-term strategy for operational risk

management is based on:

- increased focus on defining risk mitigating
measures and execution monitoring
of such, on the improvement of the
control environment by way of closer
cooperation with partner areas engaged
in risk management and control but also
by assessing exposure to operational
risk based on losses history record and
permanently updating the database on
operational risk loss generating events,
reported by all organizational units;

- assessing activities and processes, products
and systems by preparing the annual self-
assessment for the activities and processes
carried out within all organizational units,
in order to report the risks already identified
during the performance of the activity
or the potential risks and to identify the
control measures/action plans to mitigate or
eliminate risk occurrence;

- enhancing the Key Risk Indicators set
for specific banking processes or for the
organization as a whole, inclusively by using
group-level indicators and monitoring their
values and evolution, in order to have an
insight into operational risk developments
and allow for intervention into the processes
if necessary;

- establishing an improved business
continuity methodology and running
periodical testing for such;

- developing / enhancing the conduct
risk / model risk / ITC risk management
framework;

- developing the operational risk
management culture at the bank level, as
an integral part of the risk culture and their
management, by holding regular training
sessions on operational risk topics.

Short term objectives for operational risk

management:

- maintaining a high-quality (complete,
correct and accurate) operational risk losses
database by permanently monitoring



NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022
(allamounts are expressed in thousand RON, unless otherwise stated)

the operational risk events and updating
accordingly within the dedicated IT system;

- mitigating the potential impact of future
operational risk exposures by calculating
and recording provisions for operational
risk, taking into consideration the losses
history;

- monitoring the evolution of abusive clauses
litigations and calculating and recording
litigations provisions based on the losses
history and the probability of loss associated
to the litigations ongoing;

- operational risk monitoring by:

- monthly and quarterly reports regarding
the operational risk events identified
within the bank and their evolution;

- monthly and quarterly reports regarding
the evolution of key risk indicators;

- quarterly reports on the measures taken
by the bank to return key critical risk
indicators to a normal level;

- quarterly monitoring of the operational
risk / model risk / conduct risk / ICT risk
profiles/outsourced activities risk;

- yearly report regarding the risks
identified following the risk self-
assessment performed with the
cooperation of the process owners and
the quality of the existing controls;

- quarterly reports regarding the
implementation status of the action
plans established following the risk self-
assessment;

- yearly report regarding the results of the
crisis scenarios analysis.

Specific/distinct operational risks to which

the bank is exposed:

a) Legal risks under the scope of operational
risk are primarily identified as exposures
to conduct risk related in particular to
miss-selling of products, in both retail and
wholesale markets. Legal risks materialized
in litigations with consumers are caused
by the abusive clauses existing in secured
loan contracts concluded by the Bank until
2010 that are operational risk events with

high frequency and moderate impact. Legal
risks materialized in litigations with legal
entities are based on the Bank's breach of
loan contracts, being considered operational
risk events with low frequency and high
potential impact.

b) Compliance risk (including data protection
- GDPR - and investment services and ML/
FT risk) derives from the Bank failure to
comply with applicable laws, rules and
regulations, which can lead to sanctions
imposed to the bank by supervisory
authorities and other competent authorities
having control attributions towards the
bank and to financial and/or reputational
losses including in the ML/FT area.
Compliance risk includes risks related to
the general compliance framework and
associated activities and the risk associated
to activities to prevent money laundering
and combating terrorism financing. The
compliance function, as 2nd level control
function, identifies, assesses and measures
the compliance risk, performs controlling
and monitoring actions and issues specific
reports regarding the deficiencies identified
and the related corrective actions for
compliance risk management within the
bank. Compliance risk is also calculated
and evaluated by the Risk Administration
Directorate based on the Bank's Risk
Strategy, compliance risk representing a
significant risk, a component of the bank's
general risk profile.

¢) Risk derived from outsourced activities

can materialize in operational losses
or unrealized incomes and consequent
potential reputation damage for the bank
due to its ongoing and/or prospective
operations performed by third parties on
its behalf.
Bank's objectives related to the
management of outsourced activities
related risk include:
preventing the direct or indirect
harm of bank's reputation as a result
of transferring certain activities to
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external suppliers of goods and
services which lack the necessary
qualification to perform the
outsourced activities;

following the outsourcing, ensuring
at least the same quality level for
the performed activity as previously,
when the activity was performed by
the bank;

ensuring the protection of
confidential information, processing
this information and keeping
banking secrecy by the external
provider;

eliminating / transferring certain
outsourced activity related risks to
the supplier.

The management of the risks
associated to outsourced activities is
regulated within specific procedures
and the plans for unexpected
situations in case services are no
longer supplied by the external
suppliers within "Business Continuity

Plan”.

d) Information and communication

technology (ICT) and security risks: the
application of risk identification techniques
focuses on the assessment of the specific
controls in force for ICT and security risks:

ICT availability and continuity risk, ICT

security risk, ICT change risk, ICT data
integrity risk and ICT outsourcing risk.

The process of ICT and security risks

identification is performed based on the

following activities:

- assessment of the functions related to
the support activities and processes, as
well as their mapping to the situation of
information assets in order to identify
the importance of each and their
interdependencies related to ICT and
security risks;

- the self-assessment of risk controls
performed according to operational risk
identification techniques;

- the scenario-based risk analysis exercise;
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- IT security risk analysis performed
according to internal regulations.

e) Conduct risk is managed within the

f)

bank by building an effective culture that

supports behaviours and practices centred

on fair treatment of consumers and by
adopting a comprehensive system of
norms, policies and procedures with the
aim to avoid/handle improper providing of
financial services to customers.

Within the operational risk management

framework, the conduct risk is addressed

by:

- continuous collection of the losses
generated by conduct risk in the bank's
operational losses database;

- evaluation of losses with high impact and
reduced frequency driven by conduct risk
within the scenarios analysis;

- identification of the operational risks
related to conduct risk during the yearly
risk self-assessment exercise;

- establishing conduct risk related metrics
within the operational KRI system;

- developing a product inventory
containing the material retail
banking products and the potential
risks associated, according to OTPH
requirements.

Model risk derives from the wide range of
model types that bank uses for requlatory
and managerial purposes. Model risk is
managed by establishing an adequate
control framework and it is coordinated
and reported within the operational risk
management. The bank performs annually
a models inventory that contains complete
information regarding the implemented
models. The identified models are classified
based on their complexity, business impact
and materiality in 3 categories, for each
category being established a different set

of control requirements.

The Bank uses the following tools for
model risk management, in line with OTP
Group requirements:
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- GAP analysis - in order to assess the
model's level of compliance with the
control requirements, each model

is evaluated using a 3-points scale:
appropriate, slightly inappropriate and
inappropriate. ldentified gaps result

in assumed actions and deadlines for
compliance by model owners.

- Risks analysis - is similarly to the risk and
control self-assessment process (RCSA),
in order to evaluate the frequency and
severity of losses potentially arising from

model risks.
3.6 Reputational risk

Reputational risk may occur in all
organizational units within the bank, affecting
not only the unit where the reputational

risk event occurred, but the entire bank.

From this perspective, the identification of
potential reputational risk exposures is the
responsibility of every employee of the bank.

The objectives of reputational risk
management are:
- to avoid the direct or indirect impact on
the bank's reputation or potential financial
losses generated by reputational risks
events (including the failure to achieve the
estimated income objectives);
- the improvement of the bank's image
by providing high-quality products and
services;
- to avoid the reveal of secret/confidential
information or the use of such information
by the bank's employees in order to obtain
personal benefits or for any other purpose
with consequences to the detriment of the

bank or the bank's customers.

Reputational risk management is performed
as follows:
- using a quarterly monitoring system
based on specific indicators and limits
established taking into consideration the
main sources of reputational risk;

- in relation with fraud risk and suspicious
transactions by monitoring on a quarterly
basis their level of significance;

- in relation with operational risk by
marking on a continuous basis the
operational risk events that have also
reputational risk associated within

the dedicated application regarding
operational risk losses, respectively

by applying a methodology for the
estimation of reputational losses
resulting from operational risk events
regarding information and communication
technology;

- in crisis circumstances by using a scenario
analysis performed on a yearly basis,
taking into consideration the financial and
economic impact on the bank, including
the results of the operational risk scenario
analysis or the crisis simulation for
liquidity risk.

3.7 Capital adequacy and
regulatory requirements

The Bank calculates capital adequacy based
upon the regulations issued by the National
Bank of Romania (“NBR"). In administration of
its regulatory capital, the Bank aims to ensure
an adequate level of business prudence and
assets and liabilities monitoring, as well as to
continuously maintain the Bank's requlatory
capital above the minimum level required by
the NBR. To accomplish this, when preparing
the yearly business plan the Bank also prepares
a plan of adequacy of regulatory capital
considering its business objectives and applying
the knowledge gained from previous experience.

In 2022, the Bank monitored the development
of requirements for regulatory capital and
prepared reports on the required levels of
the Bank's requlatory capital on a monthly
basis. These reports have been submitted
periodically to the National Bank of Romania
and to the Management Board meetings for
periodical analysis.

Financial Statements 141



NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE PERIOD ENDED DECEMBER 31, 2022
(allamounts are expressed in thousand RON, unless otherwise stated)

142

The Bank complied with the minimum capital
adequacy ratio set by the common decision of
the supervisory authorities (National Bank of
Romania and the Hungarian National Bank)
as at 31 December 2022 as well as at 31st
December 2021.

The European Union Council has approved
the regulation regards transitional
arrangement for mitigating the impact of
the introduction of IFRS 9 on own funds,

(Regulation EU 2017/2395). The regulation
contains detailed description, how banks
may take into account the IFRS 9 provision
impact in their requlatory capital, and in RWA
calculation, in that case when the application
of IFRS 9 caused significant decrease in the
Common Equity Tier 1 capital. OTP BANK
ROMANIA, like all banks in OTP Group,
decided to apply this transitional mitigation
effect in their own funds calculation after 1st
January, 2018.

December 31, December 31,
2022 2021

Tier1
CET
Share capital 2,322,004 2,322,004
Retained earnings (275,106) (344,764)
Other CETTelements 71,031 73,281
Other intangible assets (31,320) (22,300)
Other transitional adjustments (IFRS 9) 152,807 175137
Tier2
Deductions
Own Funds 2,239,416 2,203,359
Own funds requirements for:
Credit Risk 693,036 701,890
Market Risk 813 408
CVA 774 554
Operational Risk 101,715 88,807
OWN FUNDS REQUIREMENTS 796,338 791,658
CET1 Capital ratio 22.50% 22.27%
T1 Capital ratio 22.50% 22.27%
Total capital ratio 22.50% 22.27%
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FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value of the Bank’s Financial
Assets and Liabilities

Where available, fair value estimates are
made based on quoted market prices. In
circumstances where the quoted market
prices are not readily available, the fair
value is estimated using discounted cash
flow models or other pricing models as
appropriate. Market inputs are used in
valuation models to the maximum extent.
Changes in underlying assumptions,
including discount rates and estimated
future cash flows, significantly impact on the
estimates. Therefore, the estimated market
fair values may not be realised in the current
sale of the financial instrument.

Management's assessment of fair
values

Where the fair value of financial instruments
cannot be derived from active market,

the Bank establishes fair value by using a
valuation technique. The objective of using

a valuation technique is to establish what
the transaction price would have been on
the measurement date in an arm’s length
exchange motivated by normal business
considerations. Valuation techniques
include using recent arm's length market
transactions between knowledgeable,
willing parties, if available, reference to the
current fair value of another instrument that
is substantially the same, discounted cash
flow analysis models. Deciding on the model
inputs requires judgment.

Discount rates

The discount rates used are determined
based on market prices. For each currency it
is constructed with a zero coupon yield curve
derived from the instruments considered to

be the most representative of the currency
and maturity.

The fair value of securities recorded in the
portfolio is stated at the price determined
by valuation techniques based on Level 2 of
the fair value estimate. For government and
banking bonds, whose issuers have rating
comparable with the country rating, fair
value is calculated using the market yield
curve without credit margin. For other types
of bonds the credit margin reflecting the
issuer's credit risk is applied in addition to
the market yield curve.

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

The carrying values of cash and balances
with central banks are generally deemed to
approximate their fair value.

The fair value of other amounts due from
banks is estimated based upon discounted
cash flow analyses using interest rates
currently offered for investments with
similar terms (market rates adjusted to
reflect credit risk).

Government debt securities are financial
instruments issued by sovereign
governments and include both long term
bonds and short-term bills with fixed or
floating rate interest payments. These
instruments are generally highly liquid and
traded in active markets resulting in a Level
1 classification. When active market prices
are not available, the Bank uses discounted
cash flow models with observable market
inputs of similar instruments and bond
prices to estimate future index levels and
extrapolating yields outside the range of
active market trading, in which instances the
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Bank classifies those securities as Level 2.

The Bank does not have Level 3 government

securities where valuation inputs would be

unobservable.

Loans

Generally, the fair value of variable

yield loans that are regularly re-valued

approximates their carrying value with

no significant changes in credit risks. The

fair value of loans at fixed interest rates

is estimated using discounted cash flow

analyses, based upon interest rates currently

offered for loans with similar terms to

borrowers of similar credit risks.

The fair value of non-performing loans to

customers is estimated using a discounted

cash flow analysis or the appraised value of

the underlying collateral, where available.

Methods and assumptions in consideration

to the fair value of financial instruments:
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Short term financial assets and liabilities,
defined as those with remaining maturities
of 90 days or less - the fair value
approximates their carrying amounts

due to their short term maturity. The
following instruments were considered
predominantly short-term: on the asset
side, cash, current account and deposits
at banks, accounts with NBR and on the
liability side demand deposits from banks
and demand deposits from customers

as well as certain term deposits from
customers.

Investment securities at fair value
through profit and loss - this category
includes unlisted securities and other
investments. The fair value of these
instruments is determined by a series of
methods based on available data and
their reliability, as well as by the factors
specific to the actions to be assessed.
Based on professional judgment, one of
the methods will be selected: investment
valuation using the Discounted Cash Flow
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(,DCF") method, benchmarking based on
market multiples, other indicators that
can be taken into account during the
assessment, other indicators specific to
sectoral features. The bank owns fund
units registered as equity instruments.
The revaluation operation is executed on a
monthly basis based on the UNAV(Unitary
net assets value) communicated by

the fund manager. The fair value is the
number of units owned by the fund * the
corresponding UNAV.

Investment securities at fair value
through other comprehensive income

- treasury bills - The fair value of each
transaction will be calculated as Nominal
value *the Bid Clean price expressed in
percent (relative to the revaluation date)
plus the coupon accumulated up to the
revaluation date.

Loans and advances to customers, net -
the fair value of loans is established using
the current market prices for the loan
products. The fair value is determined as
the present value of future cash flows.
Loans and advances to banks - The fair
value of amounts due from banks is
estimated using a discounted cash flow
analysis or the appraised value of the
underlying collateral level 2 of the fair
value estimate. Provisions are not taken
into consideration when calculating fair
values.

Borrowings and deposits from customers
granted attracted at variable interest
rates - the fair value of long-term loan
contracts is determined as the present
value of future cash flows using the zero
coupon yield curves and the intragroup
financing margins valid at the valuation
date. The bank classified the fair value of
group borrowings in level 2 in the context
of the reliability of the fair market value
considering that OTP Bank Plc is a listed
company.

- Amounts due to Banks and Deposits from

the National Bank of Romania and Other
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Banks and Amounts due to Customers
The fair value of term deposits payable
on demand represents the carrying value
of amounts payable on demand as at the
statement of financial position date.

The fair value of term deposits will be
determined using the interest rates in the
standard offer of the bank. In this sense,
deposits will be grouped into maturity
bands depending on their residual
maturity. For each maturity band it will be
set the standard interest rate applicable
for the middle of the interval by linear
interpolation. Using the determined

interest rate, the fair value of term deposits
will be calculated as the present value of
cash flows.

The fair value of the client's term deposits
is determined using the interest rates of
the bank's standard offer; the fair value

of term deposits will be calculated as the
present value of future cash flows.

The following table summarizes the carrying
amounts of financial assets and financial
liabilities presented on the Bank's balance

sheet, and their fair values:

Lines of the balance sheet

Carrying Amount

Fair Value

December 31,2022

December 31,2021

December 31,2022

December 31,2021

ACTIVE FINANCIARE

Cash and cash equivalents 603,828 551,861 603,828 551,861
Current accounts and deposits at Banks 84,412 63,289 84,412 63,289
Accounts with the National Bank of Romania 1,052,202 1,354,829 1,052,202 1,354,829
Loans and advances to banks 5,793 1931 5,793 1,931
Derivatives 48,828 18,21 48,828 18,211
Derivatives hedge accounting 17,391 - 17,391 -
Investment securities at fair value through profit and loss 15,717 21130 15,717 21130
‘C”O"rf];tr”;heg;izu‘;'?g; Zt fair value through other 501,525 724,374 501,525 724,374
Securities at amortized cost 3,527,219 2,818,975 3,312,638 2,748,140
Loans and advances to customers, net 13,503,413 12,386,495 13,489,518 12,627,256
Investment in Associates and Subsidiaries 49,557 46,558 75,352 73,029
FINANCIAL LIABILITIES

Demand deposits from banks 54,185 33,196 54,185 33,196
Term deposits from banks 500,624 1,439,957 500,624 1,439,957
Derivatives 95,307 19,638 95,307 19,638
Derivatives hedge accounting 957 31,573 957 31,573
Demand deposits from customers 4,517,303 5,272,619 4,517,303 5,272,619
Term deposits from customers 7914442 5,923,577 7984744 5,948,857
Borrowings 4,178,881 3,258,072 3922903 3,258,867
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The Bank measures fair values using the
following fair value hierarchy that reflects
the significance of the inputs used in making
the measurements.

Level T: quoted market price in an active
market for an identical instrument;
Level 2: valuation techniques based on
observable inputs. This category includes
instruments valued using: quoted market
prices in active markets for similar
instruments, quoted prices for similar

instruments in markets that are considered

less than active or other valuation
techniques where all significant inputs

are directly or indirectly observable from
market data. Level 2 instruments include
investment securities at fair value through
profit and loss and OCl that cannot directly
be quoted on the market (e.g. corporate
bonds) and derivates, with standard features
and common maturities, whose value can be
retrieved or derived from market data;

Level 3: valuation techniques which are not

based on observable inputs.

Financial assets measured at fair value

December 31,2022

Level1 Level 2 Level 3 TOTAL

Derivative financial instruments - 48,828 - 48,828
Forward transactions - 49 - 49
Fx swap - 42,035 - 42,035
Interest rate swaps - 6,744 - 6,744
Currency options - - - -
Derivatives hedge accounting - 17,391 - 17,391
Investment securities at fair value through profit and loss - 15,717 - 15,717
Investment securities at fair value through other comprehensive income 483,434 - 18,091 501,525
Total Financial Assets measured at fair value 483,434 81,936 18,091 583,461
Financial assets measured at fair value December 31,2021
Level1 Level 2 Level 3 TOTAL

Derivative financial instruments - 18,21 - 18,21
Forward transactions - 98 - 98
Fx swap - 16,965 - 16,965
Interest rate swaps - 1148 - 1148
Currency options - - - R
Derivatives hedge accounting - - - -
Investment securities at fair value through profit and loss - 21130 - 21130
Investment securities at fair value through other comprehensive income 710,441 - 13,933 724,374
Total Financial Assets measured at fair value 710,441 39,341 13,933 763,715
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Financial assets for which fair value is disclosed

December 31,2022
Level 1 Level 2 Level 3 TOTAL
Cash 603,828 - - 603,828
Current accounts and deposits at banks 84,412 - - 84,412
Accounts with the National Bank of Romania 1,052,202 - - 1,052,202
Loans and advances to banks - 5793 - 5793
Securities at amortised cost 3,312,638 - - 3,312,638
Loans and advances to customers, net - - 13,489,518 13,489,518
Investment in Associates and Subsidiaries - - 75352 75,352
Total fair value of the financial assets for which fair value is disclosed 5,053,080 5793 13,564,870 18,623,743
December 31,2021
Level1 Level 2 Level 3 TOTAL
Cash 551,861 - - 551,861
Current accounts and deposits at banks 63,289 - - 63,289
Accounts with the National Bank of Romania 1,354,829 - - 1,354,829
Loans and advances to banks - 1,931 - 1,931
Securities amortised cost 2,748,140 - - 2,748,140
Loans and advances to customers, net - - 12,627,256 12,627,256
Investment in Associates and Subsidiaries - - 73,029 73,029
Total fair value of the financial assets for which fair value is disclosed 4,718,119 1,931 12,700,285 17,420,335
Financial liabilities measured at fair value
December 31,2022
Level1 Level 2 Level 3 TOTAL
Derivative financial instruments - 95,307 - 95,307
Forward transactions - - - -
Fx swap - 88,563 - 88,563
Interest rate swaps - 6,744 - 6,744
Currency options - = = =
Derivatives hedge accounting - 957 - 957
Interest rate swaps - 957 - 957
Total financial liabilities measured at fair value - 96,264 - 96,264
December 31,2021
Level 1 Level 2 Level 3 TOTAL
Derivative financial instruments - 19,638 - 19,638
Forward transactions - 27 - 27
Fx swap - 18,463 - 18,463
Interest rate swaps - 1148 - 1148
Currency options - - - -
Derivatives hedge accounting - 31,573 - 31,573
Interest rate swaps - 31,573 - 31,573
Total financial liabilities measured at fair value - 51,21 - 51,211
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Financial liabilities for which fair value is disclosed

December 31,2022

Level 1 Level 2 Level 3 TOTAL
Due to Banks 554,809 - - 554,809
Due to customers - 12,502,047 - 12,502,047
Borrowings - 3,922,903 - 3,922,903
Total financial liabilities for which fair value is disclosed 554,809 16,424,950 - 16,979,759

December 31,2021

Level1 Level 2 Level 3 TOTAL
Due to Banks 1,473,153 - - 1,473,153
Due to customers - 1,221,476 - 1,221,476
Borrowings - 3,258,867 - 3,258,867
Total Financial Liabilities for which fair value is disclosed 1,473,153 14,480,343 - 15,953,496

The bank reviewed the classification of financial instruments in fair value categories (to Level 1
Investment securities at fair value through other comprehensive income and Level 3 for Securities
amortised cost) to reflect the methodology for determining the fair value. Consequently, the bank also
changed the comparative period for these instruments.
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NET INTEREST INCOME

December 31,2022

December 31,2021

Interest on loans and advances to customers 899,646 560,540
Total interest on loans 899,646 560,540
Deposits and accounts with other banks 8,993 1,284
Demand deposits and accounts with the Central Bank 4,236 1,740
Total interest on deposits with banks 13,229 3,024
Reverse repo agreements 121,599 9,665
Interest on treasury securities, net 78,034 48,152
Total interest income 1,112,508 621,381
INTEREST EXPENSE

Term deposits (188,770) (78,998)
Demand deposits (9,270) (3,924)
Total interest on customers’ deposits (198,040) (82,922)
Interest expense on accounts and deposits with other banks (23,912 (4,810)
Interest on other borrowed funds (252,519) (61,660)
Interest expense on lease liabilities (1114) (615)
Total interest expense (475,585) (150,007)
Net interestincome 636,923 47,374

Interest on loans includes interest on non-
performing loans, in amount of RON 24,747
thousand, for the year ended December 31,
2022 (RON 15,165 thousand for the year ended
December 31, 2027).

Interest on loans increased in 2022, in

accordance with the increase of the loans'
portfolio, the gross exposure from 2022 is
larger by RON 1,212 milion.

The interest expense increased from 2022 has

been generated by the increase of the interest
rates on local financial market.
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6. FEES AND COMMISSIONS INCOME AND

EXPENSES

Fees and commissions income

December 31,2022

December 31,2021

Fees and commissions related to lending 20,453 18,196
Deposit and account maintenance fees and commissions 30,134 27913
Fees and commissions related to the issued bank cards 20,148 16,825
Fees related to cash withdrawal 19,289 14,523
Fees and commissions related to fund management 4,210 4,313
Fees related to cards accepting activities 29,359 21,364
Commissions related to payments services 4128 4152
Other 1,812 1194
Fees and commissions from contracts with customers 109,080 90,284
Total 129.533 108.480

Fees and commissions expense

December 31,2022

December 31,2021

Fees and commissions related to issued bank cards (27,549) (20,360)
Interchange fees (26,147) (18,865)
Fees and commissions related to deposits (4,314) (3,710)
Cash withdrawal transaction fees (157) (120)
Other (23,620) (14,870)
Total fees and commissions expense (81,775) (57,925)
Net profit from fees and commissions 47,758 50,555

Fee and commission income is in amount
of RON 129.5 million (increased by 19%
compared to 2021) and fee and commission
expenses are in amount of RON 81.8 million
(increased by 41% compared to 2021).

Revenues recognised from contracts with
customers are coming from the following
categories:

+ feesrelated to lending which are not
included in the effective interest rate
calculation due to their nature
In this category, the Bank includes
the following commissions: tax for
credit analyse (for those analyses for
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which the loans are not granted), early
reimbursement commission, commission
for not witdrawing the loan (for off
blance exposures), etc.

Also, commissions for financial
guarantees and letters of credit are
amortized linearly over the lifetime of

the instruments.

fees related to standard banking
services- deposit and account
maintenance fees and commissions
This applies to a wide range of standard
banking services, related fees (SMS
alert, OTP Direkt monthly fee,opening

current accounts, escrow accounts,
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material guarantees account and closing
accountsetc.)

Such fees are treated as one-off fees
related to specific service that is
provided by the Bank and therefore
accounted when the service is provided,
but also can be charged monthly for the
services provided in the previous month.

fees and commission related to the
issued bank cards

The Bank provides a variety of bank cards
to its customers, for which different fees
are charged.

Transaction-based fees are charged
when the transaction takes place.

In case of transaction-based fees (e.g.
cash withdrawal/payment fee, merchant
fee, interchange fee, etc.), the settlement
of the fees will take place immediately
after the transaction or on a monthly
basis. The fee is typically determined in %
of the transaction with a fixed minimum

amount.

fees related to cash withdrawal

These commissions are recognised every
time when the cardholder performs
withdrawels from ATM. Commissions for
all transactions carried out in branches
involving cash such as: withdrawal,
deposit and exchange.

fees and commissions related to fund
management
Fees from fund management services

provided to investment funds. The fee

incomes are calculated on the basis of
market value of the portfolio and by the

fee rates determined in the contracts.

fees and commission related to cards
accepting activities

These commissions are perceived for
each transactions performed with the
card at the merchant, but is perceived
from the merchant, not from the
cardholder

fees and commission related to
payments services

These commissions are charged

when the transaction takes place. We
have included in this category all the
commissions that refer to the direct
debit conventions, money gram, payment
orders and other means of payment.

other fees for financial services

Fees that are not significant in the Bank
total income are included in Other

fees category. Such fees are safe lease,
special procedure fee, fee of a copy of
document, issuing comfort letters etc.
Other fees may include charges for
continuous services or for ad hoc
administration services. Continuous
fees are charged monthly (e.g., cash
management fee). Fees for ad hoc
services are charged immediately after
the service obligation were met, usually

in a fixed amount.
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7. IMPAIRMENT LOSSES
EXPENSES

AND PROVISION

Note December 31,2022 December 31,2021
Allowance for loans receivable 17 (438,861) (400,468)
Release of provisions for loans receivable 7 253,225 256,443
Impairment losses on loans and advances to customers (185,636) (144,025)
Impairment for provision expense
(Impairment losses) / Release Provisions for litigation risk and CHF loan conversion 27 7,866 58,358
(Impairment losses) / Release on other Off BS commitments 27 (1976) 569
(Impairment losses) / Release of provision for financial guarantees to customers 27 (2,140) (639)
(Impairment losses) / Release of provision for deposits at banks 131416 1,101 (1,946)
(Impairment losses) / Release Provisions for securities at amortized cost 15 (297 (3,817)
(Impairment losses) / Release Provisions for inventory 18 246
(Impairment losses) / Release Operational risk provisions 27 (413) (28,534)
(Impairment losses) / Release Provisions for other assets 2,709 3,298
Total (Impairment losses) / Release on other assets provisions 6,868 27,535
Total Impairment losses on loans and other assets (178,768) (116,490)

Impairment losses increased from RON 116,5 m

illion to RON 178,7 million (53% increased) as

a result of the release of the provisions for litigation risk and annual review of provisioning

parameters.

8. TRADING INCOME

December 31,2022 December 31, 2021
Net foreign exchange income N4,427 86,211
Net income//(loss) related to derivatives (57,616) 3,082
Total trading income 56,811 89,293

9. PERSONNEL EXPENSE

The value representing "Salaries" at
the end of 2022 and 2021 contains also
management contracts. On December 37,

S

2022, the expense with the management
contracts was RON 7,619 thousand (RON
7,486 thousand as on December 31, 2021).

December 31,2022 December 31,2021
Salaries (267,857) (249,168)
Social insurance contributions (8,348) (7,028)
Other employee benefits (10,865) (10,544)
Salaries (287,070) (266,740)

Share-based payment reserve represents the
increase in the equity due to the goods or
services where received by the Bank in an equity-
settled share-based payment transaction, valued
at the fair value of the goods or services received.
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These shares are issued by the Parent Bank. The
alue of the Share-based payment presented in
Other equity is RON 7,126 thousand at December,
2022. The amount recognized in Personnel

expenses in 2022 is RON 331 thousand.
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OPERATIONAL EXPENSES

December 31,2022

December 31,2021

Rent and utilities expenses” (8,106) (6,420)
Insurance premiums (6,997) (5,654)
Fees for experts and services™ (15,980) (15,556)
Cards related expenses (13,002) (1,737)
Advertising (18,767) (24,047)
Taxes™ (32,131) (24,814)
Other administrative expenses (85,892) (74,236)
Total (180,875) (162,464)

* The amount for 2022 and 2021 contains just

the rent for low value assets.

“* The expense with statutory audit of financial

statements as on December 31,2022 was in
amount of RON 966 thousand (December
31,2021: RON 864 thousand), the expense
with assurance services as on December 31,
2022 was in amount of RON 929 thousand
(December 31, 2021: RON 947 thousand), and
the expense with non-assurance services as

on December 31,2022 was in amount of RON
62 thousand (December 31,2021: RON 168
thousand).

** The annual contribution to Guarantee
Scheme and Resolution Fund for 2022 were
RON 27,944 thousand compared with 20,714
thousand in 2021.

“**The main categories included in the
category Other administrative expenses are

presented bellow

December 31,2022

December 31,2021

Maintenance and Repair Expenses - Software (23,700) (18,350)
Maintenance and Repair Expenses - IT equipment (6,936) (6,737)
Maintenance and repair expenses - ATM / Epos (4,860) (3,635)
Maintenance and repair expenses - Security system (2,.890) (3,458)
Maintenance and repair expenses - Buildings, other fixed assets (1,980) (1962
Telephony/Data Expenses (6,010) (4,938)
Consumable material expenses (2,428) (2,458)
Expenses for guarding and protecting the bank (1.959) (1,935)
Cash processing/transportation services(values) (12,952) (9,390)
Document storage services (1,055) (3,447)
Total (64,770) (56,304)
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11. OTHER INCOME AND OTHER EXPENSES

December 31,2022

December 31,2021

Other operating income * 12,216 8,645
Other income from loans 5273 5,062
Insurance intermediation fee 3,335 2,267
Other non-banking services 975 837
Rent and utilities income 476 499
Total other income 22,275 17,310
Other operating expenses ** (9,031) (9,989)
Total other expense (9,031) (9,989)
Total, net 13,244 7321

*Other operating income - the main positions positions in this category are: sponsorship

in this category are: cash collection services expenses (RON 2,536 thousand), prizes, raffle

from customers (RON 4,426 thousand), revenue  expenses (RON 977 thousand), tracking /

relating to movable and immovable property execution expenses (RON 46 thousand),
from debt extension (RON 1,663 thousand); disputes expenses (RON 4,189 thousand).

** Other operating expenses - the main

12. CASH AND CASH EQUIVALENT

December 31,2022

December 31,2021

RON FCY Total RON FCY Total
Cash 160,122 389,330 549,452 162,721 325,334 488,055
Cash in ATM 54,376 - 54,376 63,806 - 63,806
Total 214,498 389,330 603,828 226,527 325,334 551,861

For purposes of the statement of cash flows, the Bank considers cash on hand and current accounts at banks as cash and cash equivalents

as follows:

Cash and cash equivalents December 31,2022 December 31,2021
Cash and cash equivalents 603,828 551,861
Current accounts and deposits at banks 84,412 63,289
Cash at the National Bank of Romania 1,052,202 1,354,829

1,740,442 1,969,979
Less Compulsory reserves at National Bank of Romania (896,399) (773,379
Total cash and cash equivalents 844,043 1,196,600

The Bank made a reclassification in the 2022 financial statements of deposits from other banks for derivatives in amount of 2,819 thousand

RON (see Note 13).
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15, CURRENT ACCOUNTS AND DEPOSITS AT
BANKS
December 31,2022 December 31,2021
RON FCY Total RON FCY Total
Current accounts at banks 26,116 58,590 84,706 35,002 19,002 54,004
Deposits at banks - - - 10,011 - 10,01
Total 26,116 58,590 84,706 45,013 19,002 64,015
Impairment losses for banks (153) (147) (294) (675) (51 (726)
Total 25,963 58,449 84,412 44,338 18,951 63,289
The bank's placements as on December 31,2022 2,819 thousand RON from Other assets to Current
(as well as on December 31,2027) are free of any accounts and deposits at banks. As a results the
obligation or commitment (not pledged). Total cash and cash equivalent balance as at 31
For a better presentation in the 2022 financial December 2021 was modified accordingly (see
statements the Bank reclassified the deposits Note 12).

from other banks for derivative transactions of

Movement of impairment losses

for banks Beginning of period Increase Reversals FX differences End of period
2022 (726) (31,855) 32333 (46) (294)
2021 2 (4,877) 483 (30) (726)

The interest rates received by OTP BANK ROMANIA S.A. for current accounts and deposits at banks as at the reporting dates were the

following:
December 31,2022 December 31,2021
RON FCY RON FCY
Current accounts with banks 0.00% 0.00% 0.00% 0.00%
Deposits at banks 0.00% -5.9% 0.00% 2.35% - 2.75% 0.00%

Current accounts with banks are not bearing interest.

Placement with other banks represent short term excess liquidity placed on the money market.

14. ACCOUNTS WITH THE NATIONAL BANK OF

ROMANIA (NBR)

December 31,2022 December 31,2021

RON FCY Total RON FCY Total

Current accounts 748,094 304,41 1,052,505 678,620 677,401 1,356,021
Impairment losses for NBR - (303) (303) - (1192) (1,192)
Total 748,094 304,108 1,052,202 678,620 676,209 1,354,829
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The National Bank of Romania ("NBR")
requires Romanian commercial banks to
maintain certain reserves ("mandatory
reserve") computed in accordance

with specific regulations by applying a
percentage to the average balance of other
borrowed funds (deposits from clients and
borrowings) on a definite period of time
and whose withdrawal are restricted. For
the application period December 24,2022 -
January 23,2023, the minimum mandatory
reserve was determined at the level of RON
896,399 thousand (December 31, 2021: RON
773,379 thousand).

As on December 31,2022, the reserve was
set up at the following rates:

- RON: 8% of the borrowed funds in local
currency (December 31, 2021: 8%);

- Foreign currency: 5% of the borrowed
funds in other than local currency
(December 31, 2021: 5%).

The interest rate paid by the National Bank
of Romania for minimum mandatory reserve
as of December 31,2022 was as follows:

- RON: 0.69% (31 decembrie 2021: 0.13%)

- EUR: 0.01% (31 decembrie 2021: 0.00%)

Movement of impairment losses

for NBR Beginning of period Increase Reversals FX differences End of period
2022 (1192) (1127) 2,013 3 (303)
2021 - (1,291) 99 - (1192)

15. SECURITIES AT AMORTIZED COST

Treasury securities represent financial
instruments hold to collect (treasury
certificates).

The bank holds treasury securities issued
by the Romanian Ministry of Finance as of
December 31,2022 stand for RON 1,338,287
thousand (RON 1,354,060 thousand as of
December 31, 2021). In December, 2022 the
bank acquired treasury securities issued by
the National Bank of Hungary, valued at the
reporting date at RON 2,196,821 thousand
(RON 1,472,295 thousand as of December 31,
2021).

On December 31,2022, the bank has securities
with residual maturity less than 1year in
amount of RON 25,852 thousand (securities
for December 31, 2021 with residual maturity
less than Tyear in amount of RON 1,749,226
thousand) and securities with residual
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maturity greater than Tyear in amount of RON
3,509,256 thousand (securities for December
31,2021 with residual maturity greater than
1year in amount of RON 1,077,342 thousand).
The treasury bonds are unencumbered and

at the immediate disposal of the Bank as on
December 31, 2022 and December 31, 2021. In
accordance with IFRS 9 expected credit loss
model, treasury bonds are classified as stage 1
at 31 December 2022 and 31 December 2021.

Moody's ratings available for Romania as on
December 31,2022 were as follows:

- Local currency: Baa3

- Foreign currency: Baa3

The structure of bonds and other fixed-
yield securities as on December 31,2022 and
December 31,2021 was the following:
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December 31,2022

December 31,2021

Fixed rate Bonds, gross amount 3,508,428 2,801,075
Accrued interest 26,680 25,493
Loss allowance on securities at amortized cost (7,.889) (7,593)
Net value of securities at amortized cost 3,527,219 2,818,975
::)tr)\;lel;r';ent of impairment losses Beginning of period Increase Reversals FX differences End of period
2022 (7,593) (6,450) 6,153 1 (7,.889)
2021 (3,764) (6,798) 2,981 (12) (7,593)

16. LOANS AND ADVANCES TO BANKS

The loans and advances to banks presented below as on December 31,2022 and December 31,

2021 are cash in transit amounts to be received from banks.

December 31,2022 December 31,2021

Loans and advances to banks 5793 1931
Impairment losses for banks - -
Total loans and advances to banks 5,793 1,931

Movement of impairment losses R .
Beginning of period

Increase

Reversals FX differences End of period

for NBR
2022 - (44,309) 44138 71 -
2021 - (2,491) 2,482 9 -

17. LOANS AND ADVANCES TO CUSTOMERS

a) Structure of loans (gross and net amounts)

The item "Loans and advances to customers,
net"includes all financial assets which are

not classified as "Financial assets at fair value
through profit or loss", "Securities at amortised
cost" and has the following structure:

December 31,2022 December 31,2021

Loans, gross* 14,217,322 13,005,254
Impairment losses on loans ** (713,909) (618,759)
Loans, net 13,503,413 12,386,495

“includes POCI category. On December 31, 2022, the POCI financial assets had a net exposure of RON 65,589 thousand (RON

69,234 thousand as on December 31, 2021).

“*includes unwinding amounts. On December 31, 2022, the unwinding value is RON 9,012 thousand (RON 9,964 thousand as

on December 31, 2021).
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b)Structure of loans by currency (gross and net amounts)

December 31,2022

December 31,2021

Structure by currency RON FCY Total RON FCY Total
Loans, gross 10,584,895 3,632,427 14,217,322 9,785,718 3,219,536 13,005,254
Impairment losses on loans and advances (530,707) (183,202) (713,909) (409,702) (209,057) (618,759)
Total loans and advances to customers 10,054,188 3,449,225 13,503,413 9,376,016 3,010,479 12,386,495

¢) Structure of loans by type of customer (net amounts)

December 31,2022

RON FCY Total loans ECL %
Individuals 5991975 968,377 6,960,352 (322,196) 49%
Legal entities 4,592,920 2,664,050 7,256,970 (391,713) 51%
Total loans and advances to 10,584,895 3,632,427 14,217,322 (713,909) 100%
customers
December 31, 2021
RON FCY Total loans ECL %
Individuals 5,513,040 115,922 6,628,962 (242,729) 52%
Legal entities 4,272,678 2,103,614 6,376,292 (376,030) 48%
Total loans and advances to 9,785,718 3,219,536 13,005,254 (618,759) 100%
customers
d)Concentration by sector for legal entities and by product for individuals
31.12.2022 31.12.2021
Total loans ECL % Total loans ECL %
RETAIL 6,960,352 (322,196) 49% 6,628,962 (242,729) 52%
Consumer loans 1,274,441 (176,797) 9% 1,219,551 (130,567) 9%
Housing 5,685,911 (145,405) 40% 5,409,411 (112,162) 42%
CORPORATE 7,256,970 (391,713) 51% 6,376,292 (376,030) 48%
Real estate and construction 2,117,219 (84,333) 15% 1,624,836 (62,995) 12%
Trade and finance 1,704,220 (85,339) 12% 1,579,212 (89,579) 12%
Manufacturing 983,357 (103,730) 7% 921,686 (120,116) 7%
Services 836,325 (46,808) 6% 997,313 (63,949) 8%
Agriculture and forestry 1,258,619 (47,382) 9% 917,723 (24,534) 7%
Transportation and communications 342,972 (23,107) 2% 320,059 (13,937) 2%
Other sectors 14,258 (1,020) 0% 15,463 (920) 0%
Total 14,217,322 (713,909) 100% 13,005,254 (618,759) 100%
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e) Impairment allowance movement

December 31,2022

Stage 1 Stage 2 Stage 3 eld] Total
Gross carrying amount as at 1st January 2022 10,553,412 1,846,105 536,503 69,234 13,005,254
Transfers to Stage 1 277,870 (274,566) (3,304) - -
Transfers to Stage 2 (592,428) 603,196 (10,768) - -
Transfers to Stage 3 (104,037) (129,243) 233,280 - -
New financial assets originated or purchased 4,139,107 392,025 47,643 3,234 4,582,009
Assets derecognised or fully repaid (excluding receivables write offs) - - - - -
Write-off (409) (2,381) (128,481) (1,520) (132,791)
Other changes including repayments, FX impact (2,671,662) (489,999) (70,130) (5.359) (3,237,150
Gross carrying amount as at December 31st, 2022 11,601,853 1,945,137 604,743 65,589 14,217,322
Impairment allowance as at 1st January 2022 108,388 158,428 334,674 17,269 618,759
Transfers to Stage 1 29,239 (27,606) (1,633) - -
Transfers to Stage 2 (6,818) 12,233 (5,415) - -
Transfers to Stage 3 (3,098) (18,967) 22,065 - -
Increases due to change in credit risk 25,018 75137 191936 7971 300,062
Decreases due to change in credit risk (69,697 (81,864) (93,017) (8,653) (253,225)
New financial assets originated or purchased 61,238 43,880 33,665 16 138,799
Financial assets that have been derecognized - - - - -
Write-offs 9 (335) (117,040) (1,510) (118,894)
Unwinding - - (6,649) (3,053) (9,702)
Other changes including FX impact (15,587) 30,035 19,366 4,296 38,110
Impairment allowance as at December 31st, 2022 128,680 190,941 377,952 16,336 713,909

Stage 2 includes the converted loans in gros amount of RON 368,727 thousand, ECL RON 27,932 thousand, which may have
been disclosed as POCI loans and for which lifetime ECL is computed.

December 31,2021

Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying amount as at 1st January 2021 8,813,459 1,333,781 461,177 77,783 10,686,200
Transfers to Stage 1 173,375 (170,159) (3,216) - -
Transfers to Stage 2 (817,528) 831,592 (14,064) - -
Transfers to Stage 3 (96,099) (120,952) 217,051 - -
New financial assets originated or purchased 4,528,241 344,374 60,858 2,693 4,936,166
Assets derecognised or fully repaid (excluding receivables write offs) - - - - -
Write-off - - (16,298) (1167) (17,465)
Other changes including repayments, FX impact (2,048,036) (372,531) (169,005) (10,075) (2,599,647)
Gross carrying amount as at December 31st, 2021 10,553,412 1,846,105 536,503 69,234 13,005,254
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Impairment allowance as at 1st January 2021 89,993 128,337 261,092 20,017 499,439
Transfers to Stage 1 17,791 (16,622) (1,169) - -
Transfers to Stage 2 (6,417) 13,482 (7,065) - -
Transfers to Stage 3 (1,804) (17,856) 19,660 - -
Increases due to change in credit risk 10,121 86,896 161,064 12,915 270,996
Decreases due to change in credit risk (51,282) (102,970) (89,204) (12,987) (256,443)
New financial assets originated or purchased 64,089 43459 21924 - 129,472

Financial assets that have been derecognized - - - - -

Write-offs - - (16,213) (866) (17,079)
Unwinding - - 173 (57) 116
Other changes including FX impact (14,103) 23,702 (15,588) (1,753) (7,742)
Impairment allowance as at December 31st, 2021 108,388 158,428 334,674 17,269 618,759

Stage 2 includes the converted loans in gros amount of RON 479,720 thousand, ECL RON 28,225 thousand, which may have
been disclosed as POCI loans and for which lifetime ECL is computed.

18. PROPERTY, EQUIPMENT, INTANGIBLE AND
LEASES

18.1 PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

During 2021 the values of disposals of tangible assets are the folowings (in thousand RON):

Land and Buildings Furniture and Equipment Vehicles Computers
39 237 385 389
Lafld.and Furnltl.lre and Vehicles  Computers Tangible Cc.mstructlon ) cher Total
Buildings Equipment assets in progress intangibles
Gross book value 193,769 107490 15,936 52,552 369,747 10,522 172,327 552,596
January 1st, 2022
Additions 5,590 9,577 270 8,357 24154 57,918 108,451 190,523
Revaluation impact 808 1 - - 809 - - 809
Disposals (282) (237) (385) (389) (1,293) (58,854) (81,696) (141,843)
Gross book value
December 31st, 2022 200,245 116,831 15,821 60,520 393,417 9,586 199,082 602,085
Accumulated depreciation
January1st,2022 (89,645) (66,986) (7.678) (27,967) (192,276) - (112,165)  (304,441)
Depreciation charge
for 1year period ended (7,357) (8,880) (2,452) (9,347) (28,030) - (31,428) (59,458)
December 31,2022
Accumulated depreciation
of disposals 282 231 126 387 1,026 - - 1,026
Accumulated depreciation
December 3ist, 2022 (96,720) (75,635)  (10,004) (36,921) (219,280) - (143,593)  (362,873)
Net book value December ;5 ;)5 41196 5,817 23,599 174,137 9,586 55480 239212

31st, 2022
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Landand Furniture and

Tangible

Construction

Other

Buildings Equipment Vehicles  Computers assets in progress intangibles Total
Gross book value 182,796 94,121 15,328 49,794 342,039 12,961 145,006 500,006
January 1st, 2021
Additions 11,330 16,420 729 5,800 34,279 95,776 123,632 253,687
Revaluation impact 2,834 6 - - 2,840 - - 2,840
Disposals (3,191) (3,057) (121) (3,042) (9,411) (98,215) (9631)  (203,937)
g:tz;b:;ks‘{::uzeon 193,769 107,490 15,936 52,552 369,747 10,522 172327 552,596
?:;‘:;‘r‘;'f:sgg;"'e“a“°" (83,874) (61976)  (5307) (21952  (173109) - (88216)  (261,325)
Depreciation charge
for 1year period ended (8,134) (7,707) (2,468) (9,052) (27,355) - (24,079) (51,434)
December 31,2022
Accumulated depreciation 2363 2,691 97 3,037 8,188 - 130 8,318
of disposals
Accumulated depreciation
December 3ist, 2021 (89,645) (66,986) (7.678) (27,967) (192,276) - (112,165)  (304,441)
Net book value December ) 1, 40,504 8,258 24,585 177,471 10,522 60162 248,155

31st, 2021

In 2022 si 2021 the Bank performed revaluations of
its office premisses, that management determined
as a separate class of property and equipment.
The revaluations were made by an independent
licenced valuator Conadi Valuation SRL, an

18.2 Leases

accredited independent valuer and a member of
ANEVAR, who has valuation experience for similar
office premisses. A net gain from the revaluation of
the office properties of 3,680 thousand RON.

The bank entered into 14 variable interest contracts, which are linked to the index of consumer prices for

Romania or for EU.

18.2.1 Right-of-use assets

Property Equipment Total

Net book value January 1st, 2022 60,845 872 61,717
Additions 27,551 - 27,551
Disposals (1817 - (181
Depreciation charge (22,267) (233) (22,500)
Net book value December 31st, 2022 65,948 639 66,587
Imobile Echipamente Total

Net book value January 1st, 2021 54,009 1,105 55,114
Additions 29,244 - 29,244
Disposals (619) - (619)
Depreciation charge (21,789) (233) (22,022)
Net book value December 31st, 2021 60,845 872 61,717
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18.2.2 Lease liabilities

The carrying amounts of lease liabilities and the movements during the period are as follows:

December 31,2022

December 31,2021

As at 1January 63,308 56,347
Additions 26,150 29,224
Accretion of interest 114 614
Payments (22,652) (22,877)
As at 31 December 67,920 63,308

The maturity analysis of lease liabilities are disclosed bellow:

December 31,2022

December 31,2021

Maturity analysis - discounted contractual cashflows

Less than one year 19,590 2,806
One to five years 38,330 48782
More than five years 10,000 11,720
Lease liabilities included in the statement of financial position 67,920 63,308

December 31,2022

December 31,2021

Amounts recognised in profit or loss

Interest on lease liabilities (1,14) (614)
Losses from changes of cash flows - lease liabilities 1 1
Expenses related to short term leases 9n) (1125)
Depreciation charge (22,500) (22,022
Total (26,524) (23.760)

INVESTMENT SECURITIES

Investments in securities represent quoted and unquoted investment securities classified in

the following categories as a result of applying IFRS 9:

a) Investment securities mandatorily measured at fair value through profit and loss

Amounts in RON

December 31,2022

December 31,2021

VISAINC. - C shares 3,283 7136

FDI' OTP Dinamic 2,549 3,096

OTP Premium Return 2,824 3,044

OTP Real Estate & Construction 1976 2,661

OTP Dollar Bond 5,085 5193

Total 15,717 21,130
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Bank holds investments in fund units of OTP Premium Return, OTP Real Estate & Construction, OTP Bond

Dollar, FDI OTP Dinamic and Visa INC shares.

b)Investment securities measured at fair value through other comprehensive income

Debt instruments securities measured at FVOCI

December 31,2022 December 31,2021

Romania Ministry of Finance 339,107 375205
Poland Ministry of Finance 93,100 116,449
Slovenia Ministry of Finance - 50,505
Spanish Ministry of Finance 51,227 163,145
Bucharest City Hall - 5137
Total gross carrying amount 483,434 710,411
Impairment allowance (2,583) (2,862)
Total Net amount 480,851 707,579

The Bank calculated for the debt instruments measured at FVOC| an impairment allowance in amount of

~2.6 milion RON classified as Stage 1 and presented in the Separate statement of financial position on

"Accumulated deficit and reserves".

Movement of impairment

Beginning of period Increase Reversals FX differences End of period
allowance

2022 (2,862) (1,506) 1,792 (7) (2,583)
2021 (3,296) (317) 817 (66) (2,862)

Equity investments, securities designated at FVOCI

December 31,2022 December 31,2021

Equity shares 18,011 13,853
Society for WorldWide Interbank Financial Telecomunication 288 240
OTP Asset Management Romania S.A. 789 789
MASTERCARD 4,803 4,680
VISAINC. - Ashares 12,132 8,146
Other investments 80 80
Total 18,091 13,933

The bank designated certain investments
shown in the table above as equity securities
at FVOCI. The FVOCI designation was made
because the investment are expected to be
held on long term.

Shares in MasterCard
The Bank owns a number of 2,980 shares,
with a cost value amounting to 0.03 USD.

According with the provisions of IFRS9, this
type of asset is held at fair value through
other comprehensive income, therefore the
fair value of these shares are in amount of
RON 4.803 milion at 31 December 2022.

Share in VISA Europe LTD.
OTP Group received a number of 1.268 Visa C

preferred shares during the year 2016.
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20.

From 1January, 2018 - under IFRS 9 - the
Bank made the irrevocable decision to
measure these securities on fair value
through other comprehensive income. The
Group reviewed its decision during 2020, and
reconsidered the classification of Visa Series
C preferred shares due to the reason that
there are variabilities in conversion ratio,

so these securities do not meet the equity

classification requirements of IAS 32.

These securities have been recognized as non
trading securities mandatorily measured on
fair value through profit or loss (mandatorily
FVTPL) since 30 June, 2020. The value of Visa
C preferred shares is RON 3,283 thousand at
31 December, 2022.

Visa Inc. is required to partially convert Visa
C Preferred shares into tradable Visa shares.
In this context a Conversion Adjustment of

6.829 took effect on 29 November, 2021 and

at the same time Visa Inc. issued to each
holder of Series C Preferred stock whole
shares of Series A Preferred shares, equal to
the Conversion Adjustment divided by 100.
The bank received a number of 86 VISA A
preferred shares, in amount of RON 12,132
thousand at 31 December 2022.

Other companies within OTP Groups

Right to Education Foundation was
registered and incorporated on 23
December 2013 by Decision General Meeting
of Shareholders of October 2013. Bank
Foundation was created with the support
and experience gained in 20 years of activity
of the Foundation Fay, on education pupils
and students. The project aims to develop a
new dimension and approach in Romania,
Bank acting as support for education by
creating an institutional and organizational

framework.

INVESTMENT IN ASSOCIATES AND

SUBSIDIARIES

Gross book value Percentage owned

December 31,2022

December 31,2021 December 31,2022

OTP Advisor SRL 4,498 4,498 100%
OTP Consulting Romania SRL 210 210 75%
OTP Leasing IFN Romania SA 14,712 1,713 60%
OTP Factoring SRL 34,513 34,513 100%
Total Gross Value 53,933 50,934

OTP Advisor SRL (4,376) (4,376)

Total impairment (4,376) (4,376)

Total net value 49,557 46,558

Movement of impairment losses Beginning of period Increase Reversals FX differences End of period
for banks

2022 (4,376) - - - (4,376)
2021 (4,376) - - - (4,376)
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OTP Leasing Romania IFN S.A. provides
leasing for cars and equipment, operating
on the market since August 2007. OTP BANK
ROMANIA acquired 60% of the share capital
of OTP Leasing Romania, taking shares from
the majority shareholder Merkantil Bank
Hungary. Both companies are part of the
same OTP Group Plc. Hungary. The registered
office of OTP Leasing Romania IFN S.A. is
located on Nicolae Caramfil Street no. 79.
District 1, Bucharest.

During 2022 the capital was increase by

means of issuing 500,000 new shares of RON

10 /share, which where subscribed as follows:

- RON 2,999,690 contributed by OTP BANK
ROMANIA by subscribing a number of
299,969 shares, at the nominal value of
RON 10 /share;

- RON 2,000,310 e contributed by Merkantil
Bank ZRT, by subscribing a number of
200,031 shares, at the nominal value of RON
10 /share.

As a result of the above share capital
increase, the shareholding of OTP Leasing
Romania IFN S.A. will remain unchanged, as
follows: OTP BANK ROMANIA, with a share
of 60% and Merkantil Bank ZRT, with a share
of 40%.

The value of investment in OTP Advisors

SRL on December 31,2022 and December 31,
2021 was RON 4,498 thousand, for which the
Bank booked an impairment of RON 4,376
thousand.

OTP Advisors offers direct sales for Bank
lending products. The registered office

of OTP Advisors LLC is located at the
following address: Matei Voievod Str. No. 40,
Bucharest.

OTP Consulting Romania SRL provides support
for foreign investments in Romania and
advice for local authorities and small and
medium sized companies in accessing EU

funds and implementation of projects. The
gross value of investment in OTP Consulting
Romania SRL has not changed during 2022
compared to 2021.

The registered office of OTP Consulting
Romania SRL is located at: Dacia Blvd., no.
83, Bucharest.

During December 2019, the Bank increased
the participation in the company OTP
Factoring SRL, and became the sole
shareholder of it. The main reasons of this
decision are the following:

- the entire collection flow, from the
soft collection to the hard one, will be
controlled and directed by a single entity
in Romania, having the best know-how of
the dynamic of local environment;

- the nature of the activity will be more
straightforward, close to all operative
decisions;

- the increase of the flexibility and speed in
decision making;

- the feedback of the entire collection flow
to the origination can be more direct and
useful ones including also the Factoring's
covered period;

- the local standards and legal expectations
can be better met since the involvement of
Bank's departments will be more adequate
based on the governance principles

(internal audit, compliance etc.).

The gross value of investment in OTP
Factoring SRL has not changed during 2022
compared to 2021.

In 2022 the bank received dividend of 47,789
thousand RON from OTP Factoring SRL.

The registered office of OTP Factoring SRL is
located at: Dacia Blvd., no. 83, office M-03,
Bucharest.
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27. OTHER ASSETS

December 31,2022

December 31,2021

Settlement accounts * 75,800 68,076
Sundry debtors ** 52,052 55,975
Prepayments 11,524 9,077
Collaterals 1,266 1,220
Tax receivables 6,554 9,871
Tangible assets classified as held for sale 3733 3,263
Inventory 1,979 1,850
Deferred income 1,760 1,615
Advances for tangible & intangible assets 1184 19
Personnel receivables 19 15
Total 155,871 150,982

*The amount from "Settlement accounts” class mainly represent transit amounts from promissory

notes acceptance and transactions from POS. The amounts are settled against clients’ accounts in the

next days following the reporting period. At January 31, 2023 the value of the Settlement accounts is

RON 16,660 thousand and represents promissory notes with settlement until March 2023.

“*Sundry debtors - contains the amount representing receivable amount from OTP Bank Plc. in

connection with the National Agency of Fiscal Administration (ANAF) litigation. Please see note 27.

22. LIABILITIES DUE TO BANKS

December 31,2022

December 31,2021

RON FCY Total RON FCY Total
Demand deposits from banks 54,173 12 54,185 33,070 126 33,196
Term deposits from banks 79,050 421,574 500,624 245,073 194,884 1,439,957
Total 133,223 421,586 554,809 278,143 1,195,010 1,473,153

According to the currency and amount deposited by the Banks. The Bank pays interest rates in the following ranges:

December 31,2022

December 31,2021

RON 0.00% - 6.00%
EUR 2.26% - 2.75%
usD 0.00% - 4.00%

25. LIABILITIES DUE TO CUSTOMERS

0.00% - 4.30%
(-0.65%) - (-0.33%)
0.05% - 0.10%

December 31,2022

December 31,2021

RON FCY Total RON FCY Total
Customers' current accounts 2,861,804 1,655,499 4,517,303 3,364,011 1,908,608 5,272,619
Deposits from customers 5,455,226 2,459,216 7,914,442 3,628,672 2,294,905 5,923,577

Total

8,317,030

414,715

12,431,745 6,992,683

4,203,513 11,196,196

166  OTP Bank Romania Annual Report 2022



NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR TH

E PERIOD ENDED DECEMBER 31,2022

(allamounts are expressed in thousand RON, unless otherwise stated)

From the current acounts amounts, a percentage of 46% are held by retail customers, and 54% by

legal entities. From the deposits from customers amounts, a percentage of 66% are held by retail

customers, and 34% by legal entities.

According to the currency and amount deposited by the clients. The Bank pays interest rates in the

following ranges:

Term deposits December 31,2022

December 31,2021

RON 0.00% - 9.93% 0.00% - 4.00%
EUR 0.00% - 2.50% 0.00% - 1.40%
usD 0.00% - 4.30% 0.00% -1.30%
CHF 0.00% -1.00% 0.00% - 0.00%
HUF 0.00% -7.00% 0.00% - 0.40%
GBP 0.25% - 3.00% 0.25% - 0.40%
Saving deposits December 31,2022 December 31,2021
RON 0.00% -13.27% 0.00% - 5.00%
EUR (0.13)% - 2.75% (0.65)% - 0.91%
usb 0.00% - 4.00% 0.00% - 0.60%
CHF 0.00% - 0.25% 0.00% - 0.25%
HUF 0.00% - 0.10% 0.00% - 0.10%
GBP 0.00% - 0.25% 0.00% - 0.25%
24. BORROWINGS
The parent company will continue to provide to the Bank any financial support that might be
necessary to comply with the central bank's regulatory requirements.

December 31,2022 December 31,2021
OTP Bank Plc. ~ 800,616 -
OTP FINANCING MALTA COMPANY LTD. ** 3,378,265 3,258,072
Total 4,178,881 3,258,072

“The maturity structure of the deposits taken from OTP Bank Plc. is as follows:
Maturity Date Amount in thousand RON Amount in thousand CCY Valuta
August 31,2026 200,000 200,000 RON
June 28,2027 600,000 600,000 RON
**The maturity structure of the deposits taken from OTP Financing Malta LTD is as follows:

Maturity Date Amount in thousand RON Amount in thousand CCY Valuta
October 31,2023 262,212 250,000 EUR
December 27,2023 212,738 75,000 EUR
March 26, 2025 250,000 25,000 EUR
June 30, 2025 250,000 53,000 RON
November 21, 2025 250,000 250,000 RON
May 29, 2026 150,000 250,000 RON
August 31,2026 300,000 30,000 RON
September 30, 2026 200,000 43,000 RON
November 20, 2026 250,000 150,000 RON
November 30, 2026 100,000 40,000 RON
December 31,2026 375,000 200,000 RON
February 15, 2027 500,000 20,000 RON
November 29, 2027 250,000 250,000 RON
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25. DERIVATIVES

The fair value of the derivative financial The financial derivative instruments at nominal
instruments is included in "Derivatives". Changes  value and fair value as on December 31,2022 and
in their fair value that do not qualify for hedge December 31,2021 are as follows:

accounting are recognized in the income

statement lines "Trading income, net".

December 31,2022 December 31,2021
Notional Asset Liability Notional Asset Liability

amount amount
Cross currency interest rate derivatives 445,337 6,744 6,744 193,768 1148 1,148
Short term currency instruments 9,973,513 42,084 88,563 6,933,862 17,063 18,490
Total 10,418,845 48,828 95,307 7,127,630 18,211 19,638

26. DERIVATIVES ASSETS/LIABILITIES DESIGNATED
AS HEDGING INSTRUMENTS

December 31,2022 December 31,2021
Less than More than5 Less than More than 5
1 1-5years 1-5years
year years 1year years
Hedge of Euro notes - 493,431 - 168,893 389,248 98,962
The Bank uses interest rates swaps to hedge bills and bonds. The fair values of derivatives
the interest rate risks arising from treasury designated as fair value hedge are:
December 31,2022 December 31,2021
Notional Asset Liability Notional Asset Liability
amount amount
Interest Rate Swap Hedging 493,431 17,391 957 657,103 - 31,573
Total 493,431 17,391 957 657,103 - 31,573
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In order to improve yield and maintain a
low credit exposure, the bank purchased
long duration EUR denominated Romanian
Government Bonds (up to 5 years).

As the bonds are only available as fixed
interest rate and the bank does not have fixed
interest rates liabilities of similar maturities, in
order to avoid EUR interest rate risk, the bank
hedged the interest rate risk from the bonds
purchase.

The bank employed assets swaps against

EURIBOR 3M - a customized interest swap to
match all the details of the securities at FVOCI
- allowing the bank to transform the yield of
the bonds into a floating rate against EURIBOR
3M. In order to minimize counterparty credit
risk and corresponding credit valuation
adjustments the bank entered in the hedge
with OTPH (Group member - no CVA).

The bank will retain only the credit and
liquidity risk of the bond, hedging funding and
interest rate risk.

Changes in fair value

Inefectiveness recognized

Year used for calculation of hedge in profit or loss
2022 Derivatives assets held for risk management (4,075) -
2021 Derivatives assets held for risk management 214 -
Acumulat.ed amount of fair value ) Line item in the statement of . Accumulatfed amount of fa!ryaltfe
hedge adjustments on the hedged item . . I . Changeinvalueused  hedge adjustments remaining in
Year . : . financial position in which the . . ! .2
included in the carrying amount of the PR for calculating hedge the statement of financial position
. hedged item is included .
hedged item for any hedged items that have
ceased to be adjusted for hedging
Assets gains and losses
Investment securities at fair value
2022 (41,563) through other comprehensive (4,075) -
income
Investment securities at fair value
2021 (14,357) through other comprehensive 214 -
income
December 31,2022 December 31,2021
Payment in kind (i) 2,271 3,407
Financial guarantees (ii) 16,139 14,165
Loans commitments (ii) 42,639 40,395
Loans commitments for banks 7 6
Other provisions, out of which 52,897 58,389
Litigations (iii) 22,788 28,693
Assigment of loans 596 596
Other risks(iv) 29,513 29,100
Total 113,953 116,362
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(i) The provision related to payment in kind
represents the risk that can arise from potential
notification endangerment related to conversion
of loans. The additional provision was calculated
as the difference between the provision calculated
on an individual approach and the provision
weighted with notification probability calculated
according to the internal methodology.

(ii) For off balance sheet commitments, provisions
are calculated by multiplying net exposure (gross
exposure minus collateral value) with historical
loss rates specific for each risk category, further
adjusted with the credit conversion factor. The
credit conversion factor represents the Bank's
expectations of the respective loan commitment
to become a balance sheet exposure over its
expected life.

(il The provisions for litigations are compose of:
-2 legal disputes in amount of RON 9,968
thousand

- provisions for abusive clauses inloans agrements
signed between Bank and clients RON 9,514
thousand

- potential litigation cases RON 2,964 thousand

The nature of provisions for litigation represents
legal disputes. Expected timing of outflows for
litigations cannot be appreciated, depending on
various factors. Given the complexity and inherent
uncertainties related to the outcome of possible
scenario regarding the provision for litigation, the
Bank estimates needed may differ from actual
obligation resulting from the completion of such

legal disputes in future periods.

(iv) The provisions included in the line Other

risks comprised operational risk and a provision

in amount of 28,4 milion RON related to fraud
suspicious transactions of a client. The Bank
denounced these transactions to police. During
2022, as a general approach it was re-analysed
the financial impact of this event. Based on the
internal & external legal analyses, on the fact that
no new procedural act that could impact the bank
was issued, it was concluded that no additional
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provision is needed.

(v) In the period November 2019 - April 2021,
the National Agency of Fiscal Administration
(LANAF") conducted a tax inspection at the Bank
level. Following the mission, according to the
tax inspection report, ANAF reclassified the
assignment of receivables made by the Bank

to affiliates in the past as financing operations.
Thus, the fiscal loss of the Bank was reduced by
100 million lei and an additional tax on income
obtained by non-residents in the amount of 319
million lei was established.

The Bank did not agree with the findings and in
the contestation submitted, the Bank presented

a number of arguments regarding the economic
substance of assignment of receivables
transactions, disagreeing with the claimed
reclassification. Furthermore, the Bank initiated
actions to challenge in Court the tax inspection
report issued by ANAF, the deadline being 28
March 2022.

In order to avoid accruing further penalty interest
and costs, the Bank paid the amount imposed by
the tax authorities, but chalenged the Tax Decision,
as such the amount being booked as a tax deposit
constituted in favor of ANAF.

At the same time, considering the reclassification/
qualifications made by the tax authority, and
considering the opinions issued by the tax
advisors and by the law firm representing the
Bank in the litigation against the tax authority, the
Bank assessed that itis more likely that a court
decision would be unfavourable to the Bank than
to have a favourable court decision. As a result,
the Bank recognised in 2021 a provision in the
amount of RON 31,9 million and based on this, the
tax deposit was presented net of the provision
amount recognised.

Moreover, the Bank received from OTP Bank Plc.

a ,Promise for payment” for the same amount of
RON 31,9 million for the case the Bank will not win
the appeal in the Bucharest Court of Appeal. The
amount of reimursement was recognied in ,other
asset” caption. .

As such, the Bank registered on 28 January 2022
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at the Bucharest Court of Appeal the Request for
Judgement against DGAMC (General Directorate
of Administration of the Large Taxpayers) and
ANAF (General Directorate for the Resolution of
Appeals).

On 22 June 2022 the Bank had the first court
hearing within the annulment claim against
ANAF, in which the court estimated the duration
of the trial for 8 court hearings (the duration is
solely an estimation thus the court file can be
settled earlier or even later). For the rest of the

year another 3 court hearings took place, as

and on 14 December 2022. The most important
topic discussed during these hearings was the
acceptance of the court of the Bank's request
for evidence, namely the performance of a tax

expertise by an independent tax expert appointed

by the court.

Currently, the expertise is in progress and accoring

to the Bank's legal team, the report of the

expertise should be submitted to the court by the

next court hearing set for 10 May 2023.

The movements in the provisions during 2022 and

follows: 21September 2022, 2 November 2022 2021 were the following:
2022
Beglnnmq of Increase Reversals FX differences  End of period
period
Payment in kind 3,407 130 (1,394) 128 2271
Financial guarantees 14,165 81,500 (79,382) (144) 16,139
Loans commitments 40,395 20,345 (18,369) 268 42,639
Loans commitments banks 6 2 - M 7
Litigations 28,693 2,062 (8,472) 505 22,788
Assigment of loans 596 - - - 596
Other risks 29,100 413 29,513
Total 116,362 104,452 (107,617) 756 113,953
2021
Begmnmq of Increase Reversals FX differences  End of period
period

Payment in kind 5,385 414 (2,608) 216 3,407
Financial guarantees 14,621 71,331 (70,697) (1,090) 14,165
Loans commitments 39,567 16,803 (17,372) 1,397 40,395
Loans commitments banks - 6 - - 6
Litigations 83,859 2,078 (58,247) 997 28,693
Assigment of loans 596 - - - 596
Other risks 566 28,534 - 29,100
Total 144,594 119,166 (148,918) 1,520 116,362

28.

INCOME TAX

As on December 31,2022 the Bank computed the
deferred tax using the legal tax rate of 16% (2021:
16%). The method for estimating the tax loss used
is to offset future profits. Starting with this date,
the Bank expects to be able to use the tax loss

carried forward up to limit of the future profits
expected for the next 5 years.

The Bank didn't pay corporate income tax, using

the tax losses carried forward from previous years.

Financial Statements
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Expenses with the income tax comprise:

Description December 31,2022 December 31,2021
Current income tax expense (4,521) -
Deferred tax release / (charge) to profit and loss 688 (10,577)
Total income tax release / (charge) to profit and loss (3,833) (10,577)
The deferred tax as of December 31, 2022 is presented as follows:
Other elements of
Temporary difference Tax effect the overall result
(expenses)/income
Revaluation reserve for tangible and intangible assets 55,469 8,875 (707)
Deferred ta?< liability as of December 31, 2022 - Fair-value adjustment of 7479 1197 643
assets at fair value through OCI
Deferred tax liability as of December 31,2022 10,072 (59)
Difference in depreciation between tax and accounting base for tangible 854 137 56
and intangible assets
Deferred tax due to provisions for other risks 93,224 14,916 814
Deferred tax due to provisions for the conversion project & DIP 2271 363 (182)
Deferred tax asset as of December 31,2022 15,416 688
Net of deffered tax as of December 31,2022 5,344
Net deferred tax assets as of December 31,2020 16,112
Income tax recognized in equity (820)
Income tax recognized in profit or loss (income) (10,577)
Net deferred tax assets as of December 31,2021 4,715
Income tax recognized in equity (59)
Income tax recognized in profit and loss account (expense) 688
Net deferred tax assets as of December 31,2022 5,344
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The total carried forward tax loss is presented as follows:

December 31,2022 December 31,2021
Statutory net profit for the current period (a) 68,940 (9,344)
Non-taxable income (b) (226,574) (230,049)
Non-deductible expenses (c) 198,675 240,638
Other elements similar to Income (d) 50 -
Other elements similar to expenses (g) (852) (1,479)
Legal reserve (f) (3.639) (62)
Fiscal profit / (loss) of current year (a+b+c+d+e+f) 36,600 (296)
Tax loss reported by OTP Bank Romania (296) (59,019)
Unused fiscal loss - 59,019
Total fiscal result /(fiscal losses carried forward) (fiscal 36,305 (296)

result + tax losses)

Fiscal loss carried forward - previous years Year of ulilization/ expiring

(296)  (59,019)

Fiscal loss carried forward 2021 2028 (296)
December 31,2022 December 31,2021
Profit before income tax 72,773 1,233
Income tax (16%) 11,644 197
Fiscal credit (1158) -
Adjustment in respect of assigned receivables 8 -
Adjustment in respect of current income tax of prior years (&7) -
Non-deductible elements 30,386 36,252
Non-taxable elements (35,487) (36,251)
Legal reserve, Other elements similar to expenses (719)
Expense from income tax at effective tax rate 4,633 198
Effective tax rate 6.37% 16.06%
Current income tax expense (4,521) -
Deferred tax expense (&37) (14,060)
Deferred tax income 4,819 3,483
Income tax expense (3,833) (10,577)
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29. OTHER LIABILITIES

December 31,2022

December 31,2021

Other due amounts from transactions with non-banking clients 67,374 66,349
Accrued Expenses 32,499 26,890
Other due amounts from interbank transactions 61,704 27,529
Sundry creditors 18,793 47,256
Unearned income 15,269 14,791
Current contributions 44,526 11,461
Other due amounts to employees 46,450 38,177
Others 12,066 2,666
Total 298,681 235,119

In the category of "Other due amounts from interbank transactions" are included transit operations
related to payment orders or other interbanking transactions and in "Other due amounts from
transactions with non-banking clients”, there are transit amounts due to clients. At January 31,2022
the value of the Settlement accounts is RON 28,842 thousand and represents promissory notes with
settlement until March (RON 16,660 thousand), factoring activity for clients (RON 11,288 thousand) and
recoveries for loans in dispute (RON 135 thousand).

50. SHARE CAPITAL

December 31,2022 December 31,2021

Share capital as of January 1 2,279,253 1,829,253
Increase of share capital during the period - 450,000
Share capital at the end of the period 2,279,253 2,279,253
Effect of hyperinflation until December 31, 2003 42,751 42751
Share capital under IFRS 2,322,004 2,322,004

In 2021, share capital increase of OTP BANK

ROMANIA S.A. with the amount of RON

450,000,240 by subscribed and paid cash

contribution of shareholder OTP Bank Plc.

The reasons of capital increase were:

- EU requlation and IFRS 9 mitigation effect;

- excess from the current capital increase will be
used for the current activity.

As on December 31, 2022 the Bank's share capital

amounted RON 2,322,004 thousand and consisted
of 9,496,889 registered ordinary shares with face
value of RON 240 per share. All of the shares are
ordinary shares and no special rights are attached
to them. Voting rights per share are equivalent to

the face value per share.

As on December 31,2022, the Bank's entire share
capital was registered at the Commercial Register

and fully paid in.

317. OFF BALANCE SHEET FINANCIAL

COMMITMENTS

Issued guarantees and letters of
credit

The Bank issues guarantees and letters of
credit on behalf of its customers. The credit risk
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All letters of credit issued by the Bank are
collateralized. As on December 31,2022 and
December 31,2021 the probability of material
loss arising in connection with letters of credit
is considered to be remote and accordingly no
provision has been established.

The primary purpose of these instruments is to
ensure that funds are available to a customer
as required. Guarantees and stand by letters of
credit which represent irrevocable assurances
that the Bank will make payments in the event

that a customer cannot meet its obligations to

third parties carry the same credit risk as loans.

Documentary and commercial letters of credit
which are written undertakings by the Bank on
behalf of a customer authorizing a third party
to draw drafts on the Bank up to a stipulated
amount under specific terms and conditions
are collateralized and because of this carry a

lower risk.

Credit commitments

Commitments to extend credit represent unused
portions of authorizations to extend credit in
the form of loans, guarantees or letters of credit.
With respect to credit risk on commitments to

extend credit the Bank is potentially exposed

to loss an amount equal to the total unused
commitments. However, the likely amount of
loss, though not easy to quantify, is considerably
less than the total unused commitments,

since most commitments to extend credit are
contingent upon customers maintaining specific
credit standards. While there is some credit risk
associated with the remainder of commitments,
the risk is viewed as modest since it results

from the possibility of unused portions of loan
authorizations being drawn by the customer and,
secondly from these drawings, subsequently not
being repaid as due.

The Bank monitors the term to maturity of
credit commitments because longer-term
commitments generally have a greater degree
of credit risk than shorter-term commitments.
The total outstanding contractual amount

of commitments to extend credit does not
necessarily represent future cash requirements
since many of these commitments will expire or

terminate without being funded.

The aggregate amounts of outstanding
guarantees, commitments and other off balance
sheet items as of December 31,2022 and
December 31,2021 are the following:

2022 Total OUt. of Corporate SME Individuals
which

Loan commitments

Stage1 1,991,223 817,385 1,108,526 65,312
Stage 2 150,896 92,704 57,440 752
Stage 3 21,285 6,263 14,312 710
Gross amount 2,163,404 916,352 1,180,278 66,774
Stage 1 (30,136) (12,754) (16,994) (388)
Stage 2 (5,020) (1,004) (3,934) (82)
Stage 3 (7,483) (2,936) (4147) (400)
Allowance for impairment (42,639) (16,694) (25,075) (870)
Carrying amount 2,120,765 899,658 1,155,203 65,904
Guarantee issued

Stage1 647,221 448,203 198,561 457
Stage 2 61,950 2417 37,833 -
Stage 3 15,813 7,606 8,207 -
Gross amount 724,984 479,926 244,601 457
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Stage 1 (8,704) (6,039) (2,663) 2)
Stage 2 (4,948) (2,705) (2,243) -
Stage 3 (2,487) (1,365) (1122) -
Allowance for impairment (16,139) (10,109) (6,028) (2)
Carrying amount 708,845 469,817 238,573 455
Total Off balance 2,888,388 1,396,278 1,424,879 67,231
Total allowance Off balance (58,778) (26,803) (31,103) (872)
2021 Total OUt. of Corporate SME Individuals
which

Loan commitments

Stage1 2,010,547 730,028 1,163,429 117,090
Stage 2 158,572 86,698 7170 704
Stage 3 55,623 51,323 3,796 504
Gross amount 2,224,742 868,049 1,238,395 118,298
Stage 1 (29,657) (13,214) (15,890) (553)
Stage 2 (6,263) (2,615) (3,564) (84)
Stage 3 (4,475) (3,545) (699) (231)
Allowance for impairment (40,395) (19,374) (20,153) (868)
Carrying amount 2,184,347 848,675 1,218,242 17,430
Guarantee issued

Stage1 537,640 361,879 175,314 447
Stage 2 47912 27960 19,952 -
Stage 3 23,320 22,898 4272 -
Gross amount 608,872 412,737 195,688 447
Stage 1 (8,651) (6,332) (2,318) ()
Stage 2 (2,065) (ms) (947) -
Stage 3 (3,449) (3,416) (33) -
Allowance for impairment (14,165) (10,866) (3,298) (1)
Carrying amount 594,707 401,871 192,390 446
Total Off balance 2,833,614 1,280,786 1,434,083 118,745
Total allowance Off balance (54,560) (30,240) (23,457) (869)

52. CONCENTRATION OF ASSETS DUE BY
GOVERNMENT AND HELD WITH THE

CENTRAL BANK

The assets due by Government and the Central Bank are as follows:

December 31,2022

December 31,2021

Amounts with the National Bank of Romania (Note 14) 1,052,505 1,356,021
Treasury Bills (Note 15 and 19) 4,010,653 3,529,416
Total 5,063,158 4,885,437
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RELATED PARTIES

The Bank enters into transactions with related
parties which are members of OTP Group in the

normal course of the business. All related party

transactions were made under substantially
similar terms including interest rates and
collateral requirements as those prevailing for

similar transactions with unrelated parties. The

deposits loans and the respective interest and

fees received/paid.

The volume of related party transactions

outstanding balances and related expense and

most significant transactions represent time

income for the periods ended December 31,2022
and December 31,2021 are presented below:

Management Parent company Subsidiary Associates Other Relat.ed
parties
Dec 22 Dec 21 Dec 22 Dec 21 Dec 22 Dec 21 Dec 22 Dec 21 Dec 22 Dec21
Assets
Due from other banks - - 2,427 1,305 - - - - - -
Fair Value of Derivatives - - 53183 10909 49 98 - - 306 531
Financial Instruments
Loans and advances to 1433 1306 . ) 4,274 857 73 a8 . )
customers, net
Inve;tmeht in Associates and . B . B 53,995 46703 571 574 - B
Subsidiaries
Other assets (receivable ) 5 . 32557 ) 5 187 783 ) )
values for the sold loans)
Total assets 1,435 1,308 55,610 44,77 58,318 47,7110 934 945 3,106 531
Liabilities
Due to other banks - - 453,338 1,009,640 - - - - 14,968 16,279
FfairVa.Lue of Derivatives ) B 59,880 142,318 ) 27 ) B ) B
Financial Instruments
Due to customers 3,676 2,423 800,000 - 62,268 73,035 7514 1267 3,390,192 3,263,075
Other liabilities - - 24 3,497 - - - - 2 2
Total liabilities 3,676 2,423 1,313,242 1,055,455 62,268 73,062 7514 1,267 3,405,162 3,279,356
Income statement items
Interestand Commission 5 4 128677 24062 271 79 2964 3010 66 400
income
Interest and Commission
penses (15) &) (45,817) (21,321) (1,291) (463) (32) (M (213,846)  (61,665)
Other income - - - - 482 - - - - -
Other expenses 0] - (8,678) (277) 17) - - - - -
Net income from the sale of ) B . B . B . B . B
loans
Net \'nco.mefrom derivatives . - (96560) 17438 nH W74 1 ) 17 (953)
transactions
iTt"et':L'"mme statements m) 1 (22378) 19,902 (343) 190 2,933 3009 (213,663) (62.218)
Other commitments 28 42 58,644 - 14,620 12,906 264 - 561 561
Off-balance sheet 28 52 58,644 R 14,620 12,906 264 - 561 561

commitments
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Compensation of key management otherwise) of the Bank.

personnel

The cumulated short term, long term and
Key management personnel are those people termination benefits granted to directors
who have authority and responsibility for and other members of key management
planning, directing and controlling the during periods ended December 31,2022, and
activities of the Bank, directly or indirectly, December 31,2021 were as follows:

including any director (whether executive or

December 31,2022 December 31,2021

Salary for key management personnel 5,054 4,949
Short-term and long-term benefits 12,633 12,668
Total benefits for key management personnel 17,687 17,617

534, ENCUMBERED ASSETS

As of December 31,2022, and December 31, 2021 the Bank didn't hold any encumbered assets.

35, CONTINGENT LITABILITIES

On December 31,2022 (and also at the time of debt, if any, from such complaints do not have a
issuance of this report) the Bank was involved in material adverse effect on the financial position
several litigations. Complaints against the Bank or results of future operations conducted by the
are received after normal business conducted Bank.

by the Bank. Bank management believes that
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56. SUBSEQUENT EVENTS

One of the main reasons for the recent events
is the fact that banks have to recognize
significant losses on their fair value measured
fixed rate securities that they previously
purchased in a low interest rate environment
and their fair value has decreased after the
sharp increase in rates.

Significant losses can also occur if the low-
yield instrument is measured at amortized
cost but the bank has to sell it off due to
liquidity issues (deposit withdrawals), thus

realizing the price change losses. The threats

described above do not affect OTP Bank as

a significant part of its liquidity surplus is in
money market deals and has no relationships
with the institutions affected by the crisis and
no material exposure. The Bank's liquidity

is stable, including credit lines from the

OTP Group, and it is not expected that the
securities measured at amortized cost would
have to be sold before maturity, which would
mean the realization of any potential losses.
The Bank's liquidity coverage ratio is healthy.

These separate financial statements have been authorized for issue by the management in 22nd

of March, 2023.

Gyula Fatér,
Chairman of the Management
Board and CEO

Mara Cristea,
Member of the Management
Board and Deputy CEO

0o C
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OTP BANK ROMANIA S.A. MANAGEMENT BOARD
REPORT CONCERNING THE YEAR ENDED
DECEMBER 31, 2022

OTP BANK ROMANIA (the Bank) is a
subsidiary of OTP Bank, the largest
independent banking group in
Central and Eastern Europe, with
operations in countries such as
Hungary, Bulgaria, Croatia, Romania,
Russia, Ukraine, Slovakia, Moldova,
Montenegro and Serbia. Active

on the Romanian banking market
since 2005, OTP Bank has set itself
the target to become a powerful,
universal bank, offering complete
services for both individuals and
corporate customers.

Following the conclusion of the sale and
purchase of shares of Commercial Bank

ROBANK SAin July 2004, all shares of the Bank
have been acquired by OTP Group in Hungary.
Initially Robank Commercial Bank S.A. was
registered with the Trade Register under number
J40/10296/1995, based in Bucharest, Unirii

Blvd. 59, district 3, and received authorization

to operate from the National Bank of Romania
under letter no. VII/G/185 in December 1995.

In July 2005 the Bank's name changed from
RoBank Romania S.A. to OTP BANK ROMANIAS A
Startingfrom March 2005, the new head office

of OTP BANK ROMANIA S.A. was established in
66-68 Buzesti St., District 1, Bucharest.

With the aim of increasing its position of
Romanian banking market, in 2015 OTP BANK
ROMANIA SA completed the acquisition

of Millennium Bank SA shares from Banco
Comercial Portugues S.A. and Millennium BCP
Participacoes SGPS, Sociedade Unipessoal LDA.

The Bank operates through its registered Head
Office and network of branches comprising 97
units out of which 65 branches and 32 agencies.

The shareholders' structure on December 31,
2022 was as follows:

Shareholder Ownership (%) No. of shares Amount (LEI)
1. OTP Bank Plc 99.9999578809439% 9,496,885 2,279,252,400
2. Merkantil Bank zrt. 0.0000421190561% 4 960
Total 100% 9,496,889 2,279,253,360

The financial information for the period ended as on December 31,2022 and comparative data for

the period ended as on December 31, 2021 have been prepared in accordance with Order 27/2010

approving the Accounting Regulations compliant with International Financial Reporting Standards

applicable to credit institutions, issued by the National Bank of Romania and in accordance with

International Financial Reporting standards ("IFRS") as adopted by the European Union (EU).
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2. Economic environment

Year 2022 seems to be another year, when
the Romanian economy performed above
expectations. Annual GDP growth could

have been around 5%, after the 5.9% growth
in 2021. Hence the recovery from the covid
crisis continued. Nevertheless, within the
year, growth slowed visibly, (Q1: 6.4%, Q3:
3.8% YoY), as household consumption
weakened amidst falling real income and net
export also added more negatively to GDP
growth. At the same time to contribution

of investments picked-up despite rising
interest rates, as EU sponsored government
investment has continued to strengthen. In
the second half of the year, Romania was also
trying to adapt to the effects of the war and
energy crises, which caused rising inflation
and interest rates and deteriorating export
opportunities. Nevertheless, the country

was better prepared to weather the storm
than most regional peers, given a high

share of domestic natural gas production

in consumption (close to 80%), high EU

fund inflows (3-4% of GDP annually), and a
relatively solid growth potential. Still, the
persistent twin deficit problem remains a key
risk factor.

On the sectoral side, based on GDP data for
Q1-Q3, the biggest growth impetus came from
the service sector, partly as a recovery from
the covid crisis (HORECA sector added 1.5 ppts
to GDP growth), but the info-communication
sector's performance (1.5 ppts) was also
outstanding. This latter was a bit surprising,
given that the sector was already expanding
during the COVID period. At the same

time, industry's performance remained in

the mildly negative territory (-0.3 ppts).
Agriculture so far also had a small negative
contribution (-0.6%), however, given the poor
cereal harvest (e.g. wheat production at-25%)
this negative effect can be even higher after

the publication of full year data.

Management Board Financial Report

Employment has fully recovered from the
covid crisis, in fact institutional data points
to all time high levels by November, close to
5,1 million persons, on a seasonally adjusted
basis. At the same time, the unemployment
rate did not really decline through 2022,
(November: 5.4%, 2021 November: 5.5%), as
the participation rate kept expanding. Wage
growth has picked up to double digit pace
(latest, November: 13.6%) amidst double digit
inflation (latest, December: 16.3%), however
this was still not enough to compensate for
the loss of purchasing power. Hence real
wages could have declined on average 1.5%.
Labour market tightness indicators has
stopped increasing in 2022, albeit remained
at a relatively high level.

Both angles of economy policy continued to
tighten throughout 2022. On the one hand
the decline in the budget deficit went on, the
preliminary 2022 cash deficit stood at 5.8%,
down from 6.8% a year before. The ESA based
budget deficit could have ended up the year
at 6.0% of GDP, which could imply end year
debt level slightly below 48% of GDP.

Monetary policy continued tightening, with
seven rate hikes throughout 2022, the key rate
has increased to 6.75%, from 1.75%. Interbank
rate rates also moved sharply upwards, the
3 months ROBOR increased from 3% (end
2027) to 7.6% by end 2022. Nevertheless,

the yield curve flattened by the end of the
year, suggesting, that markets have started
to price the end for the rate hike cycle. The
increase in yields led also to higher bank
lending rates, the IRCC moved up from 2.0 to
5.7% by end 2022.

Inflation continued its sharp upwards rise,
the headline rate doubled from 2021 to 2022
December, reaching 16.4%. This was driven
by rising energy costs, higher global food
prices, and increasing wage pressures. The
pick-up was to a largest extent was driven by
food prices, which index moved up to 22.0%
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YoY, from 6.7% a year before. Energy inflation
reached 39.7% (from 28.1%), while the growth
of fuel prices moved up more moderately
(from 3.4 t0 9.2%). Core inflation (inflation ex
energy, food, fuel, alcohol, tobacco) moved
up to 8.4% (from 3.4% in December 2021).
Among its components, services inflation
increased the most (to 9.8% from 4.5%), while
non-energy, non-food goods inflation picked
up somewhat more moderately (to 14.9%
from 10.7%). As global supply chain problems
eased, the pressure on goods inflation has
started to weaken, and the YoY index has
started to decline moderately by the end of
the year.

The external position of the country
continued to deteriorate, the current account
deficit amounted to almost 10% of GDP in
2022, up from 7.3% in 2021. The increase was
partly driven by higher energy prices, while
exports were still weakening. Nevertheless,
due to the substantial inflow of EU funds, the
actual external deficit from the financing side
stood, lower at -7.0% of GDP.

The EUR / RON rate ended in 2022 at 4.94,
almost flat compared to the end of 2021. The
lack of depreciation could partly be explained
by the BNR's endeavour to fight against
inflation.

In 2022, the growth of the stock of non-
government (household and corporate)
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loans slightly slowed to 12.1%, from 14. 8% a
year before. Corporate loans (nonfinancial
+financial companies), was almost flat

at 20.2%, from 20.7% a year before, while
there was a visible slowdown in household?
loans, to 4.3%, from 9.7% at end 2021. The
sharpest decline occurred with mortgage
loans, to 5.4% from 12.9%, while consumer
loans also weakened visibly (from 4.9% to
2.6%). However, the pace of growth was quite
uneven within the year, while in H1 growth
hardly changed, H2 brought sharp slowdown
in all segments. This occurred partly due to
lower demand, but it also seems that banks
has tightened credit conditions amidst the
extremely high natural gas price levels and
recession fears.

The share of credits in lei rose further, albeit
mildly in the household loan segment, where
it reached 86% from 83% a year before, while
in corporate loans it slightly declined to 59%,
from 65%. At the same time, non-performing
loans declined mildly to 3.0% by 2022 Q2
from 3.4% a year before.

NBR data showed that the profitability of

the sector improved up to Q2 on an annual
basis, with the ROE index reaching 16.0%
compared to 13% in 2021. At the same time,
the capital adequacy ratio slightly declined to
21.4%, from 23.7% in 2021, as banks increased

provisioning.
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Key economic indicators* 2022 2021
Real GDP % 5.0 5.8
Final consumption of households %

Consumption expenditure of households® % 6.2 8.2
Consumption of public administrations” % 1.4 13
Gross fixed capital formation” % 7.1 19
Export of goods and services” % 7.0 126
Import of goods and services* % 8.0 14.9
Consumer prices % average 13.7 5.0
“Budget balance % from GDP -6.0 -7
* Public debt % from GDP 47.8 489
“Current account % from GDP 9.4 -3
Monetary policy interest rate % average géé Bg
Monetary policy interest rate % end of period
EUR/RON average 4.93 4.92
EUR/RON end of period 494 495
Nominal GDP* billion RON 1383,0 1874
Unemployment % 5.6 5.6
Nominal wage growth % 12.0 Al
Real wage growth % -15 2.0

*2021data are based on the latest annual publication, while 2022 figures are our nowcast. Government consumption is the sum of

collective and individual consumption.
Sources: INS, BNR, OTP Research

3. OTP BANK ROMANIA's results

Highlights

- As of the 3rd quarter of 2022, OTP Bank has
reached the 8th position in market share based

on total assets, thus ranking up a position in

the top 10 bankin all major banking market

segments in Romania.

- Attracting customer deposits became the

major focus for the second half of the year with

the aim of further strengthening the funding

base, the market share for deposits increasing
from 2.32% (31 December 2021) to 2.40% (31

December 2022);

- The market share of total loans increased to
4.10% by July 2022 from 4.06% (31 December
2021), and then decreased t0 3.92% (31
December 2022) driven by the slow-down in

the lending growth registered in the second

part of the year as a result of the uncertainties
on the economic outlook and the high-interest
environment.

- The Bank has been an active player on the
market for mortgage loans, which remained
the most dynamic segment within the retail
portfolio, growing its market share from 4.58%
(31 December 2021) to 4.71% (31 December 2022);
- Even if the Bank continued to finance the
real economy, challenges brought by post-
pandemic situation and by the Ukraine conflict
in the economic environment, negatively
impacted the market share of loans to legal
entities, that dropped from 3.96% (31 December
2021) to 3.72% (31 December 2022). Also the
market share of deposits and current accounts
from legal entities went down from 3.19% (31
December 2021) to 2.88% (31 December 2022);

- Solid capital position, with capital adequacy
ratio of 22.5% (the Bank standalone).
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RON thousand December 31,2022 December 31,2021 Variation %
ASSETS

Cash and cash equivalents 603,828 551,861 9%
Current accounts and deposits at banks 84,412 63,289 33%
Accounts with the National Bank of Romania 1,052,202 1,354,829 (22%)
Loans and advances to banks 5,793 1931 200%
Derivatives 48,828 18,211 168%
Derivatives hedge accounting 17,391 - 100%
Investment securities at fair value through profit and loss 15,717 21130 (26%)
Investment securities at fair value through other comprehensive income 501,525 724,374 (31%)
Securities at amortized cost 3,527,219 2,818,975 25%
Loans and advances to customers, net 13,503,413 12,386,495 9%
Investment in Associates and Subsidiaries 49,557 46,558 6%
Property and equipment 183,723 187,993 (2%)
Intangible assets 55,489 60,162 (8%)
Right-of-use assets 66,587 61,717 8%
Investment property 762 1,008 (24%)
Deferred tax assets 5,344 4715 13%
Other assets 155,871 150,982 2%
Total assets 19,877,661 18,454,230 8%
LIABILITIES

Due to Banks 554,809 1,473,153 (62%)
Derivatives 95,307 19,638 385%
Derivatives - Hedging Accounting 957 31,573 (97%)
Due to customers 12,431,745 11,196,196 11%
Borrowings 4,178,881 3,258,072 28%
Lease liabilities 67,920 63,308 7%
Provisions 113,953 116,362 (2%)
Current tax liabilities 4,521 - 100%
Other financial liabilities 298,681 235119 27%
Total liabilities 17,746,774 16,393,421 8%
SHAREHOLDERS' EQUITY

Share capital, nominal 2,279,253 2,279,253 0%
Share capital inflation effect 42,751 42751 0%
Total share capital 2,322,004 2,322,004 0%
Other equity 7126 6,794 5%
Accumulated deficit and reserves (198,243) (267,989) (26%)
Total shareholders' equity 2,130,887 2,060,809 3%
Total liabilities and shareholders' equity 19,877,661 18,454,230 8%
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Cash and cash equivalents increased by 9%
compared to December 31, 2021, their weight in
the total assets increased from 2.99% to 3.04%.
As on December 31,2022 they amounted to
RON 603,8 million, out of which RON 214,5
million are in local currency. The caption
includes cash in hand and ATMs.

Current accounts and deposits at banks
amount to RON 84.417 million (increased by
33%). This item includes Nostro accounts (RON
28,7 million), on demand deposits at other
credit institutions (RON 35,7 million) and term
deposits at other credit institutions (RON 20

million).

Accounts with the National Bank of Romania
are in amount of RON 1,052 million and
represents amounts in current accounts and
minimum compulsory reserves. The reserves
are computed as a percentage to the daily
average outstanding of deposits from banking
and non-banking customers, for each period
of one month. For the application period
December 24,2022 - January 23, 2023, the
minimum mandatory reserve was determined
at the level of RON 896,399 (December 31,
2021: RON 773,379).

Derivatives (assets) are in the amount of RON
48,8 million on December 31, 2022. This caption
includes the debit balances of the accounts
where the fair value of forward contract is
recognized (debit balances represent positive
differences when derivatives contracts are
evaluated). The value of hedging derivatives is
RON 17,4 million for 2022.

Other investments measured at fair value
through profit and loss account include

unit funds held by the Bank in: OTP Premium
Return (RON 2,8 million), OTP Dollar Bond
(RON 5 milion), FDI OTP Dinamic (RON 2,5
million), OTP Real Estate & Construction (RON
1,97 million) and VISA (RON 3,28 million).

Investment securities at fair value through
other comprehensive income no significant

changes registered in 2022, and includes
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bonds issued by: Ministry Of Finance of
Romania (RON 339 million), Ministry Of
Finance of Poland (RON 93,1 million) and
Ministry Of Finance of Spain (RON 51,2
million).

Similarly to its portfolio of securities held to
maturity, the Bank invested in a diversified
range of RON and foreign-denominated
portofolios and strengthened its liquidity
position through having a higher share of
liquid assets in its balance sheet. Based on
availability of securities in the market and their
return and maturity, the Bank also purchases
securities issued by other EU countries.
Other investment securities at fair value
through other comprehensive income in
amount of RON 18,1 million on December 31,
2022 comprises: investment in VISA (RON
12,13 million), MasterCard (RON 4,8 million),
OTP Asset Management SAI SA (RON 0,79
million), SWIFT (RON 240 thousand), "Dreptul
la Educatie” Foundation (RON 80 thousand),
Aloha Buzz SRL (RON 0,01 thousand), Favo
Consultanta SRL (RON 0,01 thousand) and
Tezaur Cont SRL (RON 0,01 thousand).

Securities held to maturity at amortised
cost, in amount of RON 3,527,2 million as

on December 31,2022 includes securities
issued by Ministry of Finance and National
Bank of Hungary. The treasury bonds are
unencumbered and at the immediate disposal
of the Bank. The Bank has increased in
portfolio of securities, as part of its liquidity

management and diversification of assets.

Loans and advances to customers are in

amount of RON 13,503 million on December 31,

2022 and presents the following structure:

- Private individuals - RON 6,635 million (RON
6,386 million on December 31, 2021)

- SME - RON 4,986 million (RON 4,112 million
on December 31, 2021)

- Corporate - RON 1,882 million (RON 1,888
million on December 31, 2021).
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Investment in Associates and Subsidiaries
represent in high weight the Bank's equity
investment in OTP Factoring SRL (RON 34,5
million), and OTP Leasing Romania SA in
amount of RON 14,7 million.

During 2022 the capital of OTP Leasing
Romania SA was increase by means of issuing
500,000 new shares of RON 10 /share, to be
subscribed as follows:

- RON 2,999,690 to be contributed by OTP Bank
Romania, by subscribing a number of 299,969
shares, at the nominal value of RON 10 /share;
- RON 2,000,310 to be contributed by Merkantil
Bank ZRT, by subscribing a number of 200,031
shares, at the nominal value of RON 10 /share.
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As a result of the above share capital increase,
the shareholding of OTP Leasing Romania

IFN S.A. will remain unchanged, as follows:
OTP BANK ROMANIA, with a share of 60% and
Merkantil Bank ZRT, with a share of 40%.

The other equity investments are in OTP
Consulting Romania SRL in amount of
RON 210 thousand and OTP Advisors SRL
of RON 4,5 million gross value for which an
impairment in amount of 4,3 million was

recognised.

Property and Equipment are in amount of
RON 183,7 million as on December 31,2022
(RON 187,9 million at 31 December 2021).
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Tangible assets are recognized using the
revaluation method. The bank performed
in 2022 the test of depreciation of land and
buildings internally.

Intangible assets decreased by 8% compared
to the previous year's balance, having a value
of RON 55,5 million on December 31,2022, the
bank invested in increasing efficiency of the
activities through automation. During 2022
the Bank increased its spending for capital
expenditure and investments, supporting its
growth strategy. The investments are related
to business initiatives and digitalization, as
well as compliance with regulatory measures.
Starting with 2019, the Bank adopted the new
standard regarding "Leases" - IFRS16. IFRS16
sets out the principles for the recognition,
measurement, presentation and disclosure

of leases for both parties to a contract, the
customer - “lessee” and the supplier - “lessor”.
This standard requires lessees to recognize
most leases in the financial statements. The
Bank recognises right-of-use asset and lease
liabilities at the lease commencement date.
At December 2022 the value of right-of-use
assets is RON 66,6 million (December 2021,
RON 61,7 million).

Investment property, net amounts to RON 1
million and contains foreclosed real-estate,
formerly collateral for loans granted to

customers.

Other assets, net are in amount of RON 155,87
million on December 31,2022 and represent
amounts in transit / settlement: RON 75,8
million (RON 68,1 million as on December
31,2021), sundry debtors: RON 52 million

(RON 55.9 million as on December 31, 2021),
prepayments: RON 11,5 million (RON 9 million
as on December 31, 2021), deferred income RON
1,7 million (RON 1,6 million as on December 31,
2021), advances to personnel, tax receivables,
advances for tangible and intangible assets,
inventory, collateral received RON 11 million
(RON 12,9 million as on December 31, 2021). The
Bank owns as at 31 December 2022 fixed assets
and disposal groups, classified as held for sale
amounting to RON 3,7 million (RON 3,2 million
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as on December 31, 2021), representing the
stock of buildings from the foreclosures, which

are put on sale.

Liabilities due to banks have registered a
significant increase over last year and are in
amount of RON 554,8 million and comprised:
Loro accounts (RON 54,1 million), demand
deposits and term deposits (RON 500,6
million).

The Bank enjoys the full and substantial
support of the Group, both for funding its
balance sheet growth and its capital and
liquidity position. The Bank's aim remains to
increase its share of financing from customer
deposits and current account but it also relies
on group funding.

Derivatives (liabilities) in amount of RON

95.3 million on December 31, 2022 (December
31,2021 RON 13,3 million) represent negative
fair value of derivatives. Value of hedging
derivatives is of RON 957 million for 2022 (RON
31,6 million for 2021).

Liabilities due to customers presents the
following structure:

- current accounts - RON 4,132 million (RON
4,705 million on December 31, 2021)

- demand deposits - RON 385 million (RON
568 million on December 31, 2021)

- term deposits - RON 7,670 million (RON
5,748 million on December 31, 2021)

- collateral deposits - RON 244 million (RON
176 million on December 31, 2021)

Within deposits are included Accrued and

amortized amounts.

During 2022, as part of its efforts to improve
its liquidity and funding position, the Bank
has stepped up its efforts to attract new
customers and new funds. On one side, it

ran a promotional campaign with attractive
interest rate for RON Term Deposits of Private
Individuals. On the other side, it ran marketing
campaigns promoting its liability products.
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Borrowings are in amount of RON 4,2 billion
on December 31,2022 (RON 3,3 billion on
December 31,2021), the amounts being
withdrawn from OTP Financing Malta
Company LTD and OTP Bank Ltd.

Provisions decreased in 2022 by 2%. The
provisions for loan commitments, financial
guarantees and other commitments given

are in amount of RON 58,8 million (RON 54,6
million on December 31, 2021), provisions for
litigation are in amount of RON 22,8 million
(RON 28,7 million on December 31, 2027),
provisions for payment in kind RON 2,8 million
and other provisions risks are in amount of
RON 30,1 million. The provisions included in
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the line Other risks comprised operational risk
and a provision related to fraud suspicious
transactions of a client. The Bank denounced
these transactions to police.

The variation on provisions for litigations
have been influenced by a release in 2022 of
existing provision, in total amount of RON 8,5
million, based on the opinion of the lawyers
issued in 2022 for the ongoing litigations.

Other liabilities are in amount of RON 299
million as on December 31,2022 and include
amounts from transitory accounts RON 99,8
million, allowances and salaries - RON 46,5
million, various contributions to the state
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budget of RON 44,5 million, sundry creditors - Revaluation reserves for fixed assets, net:

of RON 18,8 million, deferred income - RON

RON 46,6 million;

15,2 million and expenses to be paid - RON 73,7 - Revaluation reserves for securities at fair

million.

value through other comprehensive income:
RON 1,4 million;

Shareholders' equity is RON 2,131 million, from - Otherreserves: RON (4,2) million;

which:
- Share capital RON 2,279,3 million;

- Other equity: RON 7,1 million;
- Retained earnings RON: (310,9) million;

- Share capital inflation effect: RON 42,8 million; - Current year's profit of RON 68,94 million.

Separate Income Statement of OTP Bank Romania S.A.

RON thousand December 31,2022 December 31,2021 Variation %
Interest Income 1,112,508 621,381 79%
Interest Expense (475,585) (150,007) 217%
Net interest income 636,923 471,374 35%
Fee and commission income 129,533 108,480 19%
Fee and commission expense (81,775) (57,925) 41%
Net fee and commission income 47,758 50,555 (6%)
Impairment losses (178,768) (116,490) 53%
Net interest, fee and commission income after impairment losses 505,913 405,439 25%
Trading income, net 56,811 89,293 (36%)
gfgfwii g:tgzies on financial assets and liabilities designated as at fair value through (1368) 1339 (202%)
tGhar\gjgog Looases on financial assets and liabilities designated as at fair value 287 500 (3%)
Dividend income 47,789 - 100%
Other operating income 22,275 17,310 29%
Total income from financial operations 125,794 108,442 16%
Total operating revenues 631,707 513,881 23%
Salaries and related expenses (287,070) (266,740) 8%
Other administrative expenses (180,875) (162,464) 11%
Depreciation of tangible and Intangible assets (81,958) (73,455 12%
Other operating expenses (9,037) (9.989) (10%)
Total non-interest expense (558,934) (512,648) 9%
Profit / (Loss) before income taxes 72,773 1233

Current tax expense (4,527) -

Deferred tax income 688 (10,577)

Net loss / profit for the period 68,940 (9,344)

Items that will not be reclassified to profit or loss

Revaluation of property, plant and equipment 4,381 3,780

Net change in fair value of financial assets through other comprehensive income 50 1177

Related tax for above positions (58) (820)

Total items that will not be reclassified to profit or loss 4,373 4137

Items that may be reclassified to profit or loss

Net change in fair value of financial assets through other comprehensive income (4,345) (268)

Total items that may be reclassified to profit or loss (4,345) (268)

Other comprehensive income, net of tax 28 3,869

Total comprehensive income for the reporting period 68,968 (5,475)

Basic earnings per ordinary share 726 (0,98)
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The Income Statement of the bank for the
period ended as on December 31,2022, is as

follows:

Interest income increased by 79%, mainly

linked to:

- loans of RON 899,6 million (RON 560,5
million in 2021),

- placements with other credit institutions
and Central Bank RON 13,3 million (RON 3
million in 2021)

- securities and reverse repo agreements RON
199,6 million (RON 57,8 million in 2021).

Interest expenses register a significant

increase. The structure of Interest expenses is

as follows:

- RON 198 million from customers' deposits
(RON 82,9 million as on December 31, 2021)

- RON 252,5 million from borrowings (RON
61,6 million as on December 31, 2021)

- RON 23,9 million are related to deposits
from banks (RON 4,8 million as on December
31,2021).

Fee and commission income is in amount of
RON 129,5 million (increased by 19% compared
t0 2021) and fee and commission expenses are
in amount of RON 81,7 million (increased by
41% compared to 2021).

Impairment losses increased from RON 116,4
million to RON 178,8 million (53% increase)
as a result of the analysis of the provisions
for litigation risk and annual review of

provisioning parameters.

Trading income, net decreased by 36%, from
89,2 million in 2021 to RON 56,8 million in
2022. This item contains net result from
derivatives, concluded mostly with the
parent-company and the net result from the

revaluation of the open currency position.

Dividend income in amount of RON 47,8
million was received from OTP Factoring SRL
(2021:nil).
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Other operating income is in amount of

RON 22,3 million. These incomes include fees
for non-banking services - RON 1 million,
incomes from insurance intermediation
activity - RON 3,3 million, other operating
income - RON 12 million, other income and
fees related to the loans - RON 5 million and
others.

Salaries and related expense are of RON 287
million on December 31,2022 , increased by
8% compared to the previous year (RON 266,7
million). Salary costs were driven up by market
conditions, more staff and sales results.

The growth of average salaries from the period
2016-2021, both in the private and especially
the public sector, has put pressure on the
bank's cost. In order to retain and acquire staff,
the Bank had to stay competitive and offer
wages in line with the market. In 2022 the
higher staff costs were result of the organic
growth strategy, which led to an increase in
the number of employees.

The additional staff was driven by business
needs but as well by the need to cover
operational gap in head-office staff, in order to
sustain the organizational growth project.

Other administrative expenses are in amount
of RON 180,8 million on December 31, 2022,
increased by 11% compared to the previous
year (RON 162,4 million in 2021).

Depreciation of tangible and intangible
assets is of RON 82 million on December 31,
2022, comparing to RON 73,4 million in 2021.

Other operating expenses are in amount of
RON 9 million (RON 9,9 million in 2020). These
include: fines and penalties of RON 0,04
million, sponsorship expenses of RON 2,5
million, expenses representing prizes, sales
competitions of RON 0.9 million, disputes/
legal cases of RON 4,2 million and other
expenses of RON 1,3 million.
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4. Risk management within OTP
BANK ROMANIAS.A.

The main risks that the Bank faces include:
credit risk;
interest rate risk in the banking book;
market risk - which refers to exposures
to market factors such as interest rates,
foreign exchange rates, equity and
commodity prices;
liquidity risk;

operational risk.

Other risks managed by the bank are
reputational risk, risk due to outsourced
activities, compliance risk (general compliance
and ML/FT), conduct risk, model risk, ITC and

security risks.
Credit Risk Management

The credit risk is associated with the loans
granted by the Bank, being the current or
prospective risk to negatively influence the
earnings and capital arising from an obligor's
failure to meet the terms of any contract with
the credit institution or its failure to perform
as agreed .

The Bank's main objective regarding credit risk
management was to maintain the portfolio
quality by monitoring the evolution of a set

of indicators which are detailed in the Risk
Strategy for 2022.

As part of the overall credit risk management,
the credit concentration risk is actively
managed using standard tools (e.g. analysis,
assessment, setting of internal limits,
reporting and use of risk mitigation techniques
as appropriate). The Bank aims not to take

any excessive credit concentration risk. Credit
concentration risk management procedures
cover individual counterparties as well as
economically connected groups, selected

industry sectors and collateral providers. The
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system of internal limits is established such
that the Bank complies with regulatory limits

set in respect of concentration risk.

The Bank' s mid-term strategy in respect

to credit risk management consists in

channelling resources to achieve the following

objectives:

- Designing an analytical and modelling
framework capable of supporting the
Bank's risk appetite, improving the
predictive power of risk models and
applying fast-response, sufficiently
prudent risk management solutions
capable of reacting to market movements;

- Implement a new Decision Engine solution
aiming to improve and streamline the
lending flow for Private Individual and
Micro clients;

- Streamlined data processes - leverage
the usage of internal data for risk
management advanced analytical tools
(SAS, OLAP, Python, Tableau);

- Supporting the market growth plan of
retail lending by fine-tuning the segment-
specific risk management toolkit and
testing, on a continuous basis, new
segments and new appraisal rules;

- Adjusting to the dynamically changing
market environment by providing
sufficient space for building up an
appropriately diversified portfolio with
healthy dynamics and quality that ensures
stable profitability on the long run;

- Ensuring that adequate reserves are
available to cover potential losses while
the capital provides sufficient reserves for
unexpected losses;

- Creating an efficient monitoring and
reaction framework regarding the risk
related to the lending activity in order to
ensure the maintenance of the credit risk
profile within the level of the risk appetite
assumed;

- Ensuring adequate NPE management;

- Ensuring there is consistency and
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coherence between the Bank's Risk
Strategy, NPE Strategy and ICAAP;

- Implement the requirements of the
EBA guideline on loan origination and
monitoring according to the internal
timetable.

- Develop a comprehensive ESG risk
management framework able to ensure
alignment with the definitions and
requirements of EBA and ECB, local
integration the parent bank's strategy for
green financing and ESG risk management
and increased understanding and capability
to quantify ESG risks in order to set limits (at
the level of business line, economic sector or
product) that adequately reflect the appetite
for ESG risks.

In 2022, the foundations of the local ESG

strategy was laid in order to align with

the parent bank's ESG strategy and meet

the requirements and expectations of

the supervisory authority. The process of

integrating ESG risks in the Bank's core

activities and risk management framework is a

medium-term one, it will take place gradually

and involves the allocation of significant

various resources from the bank.

On short term, the top key priorities for credit

risk management are:

- Ensuring the soundness of the newly
originated loan portfolio in a macro
environment with a high level of
uncertainty. In response to the negative
effects of the COVID-19 pandemic on the
economy, starting with March 2020, the
Bank adjusted its lending policies and rules
by implementing temporary restrictions in
order to mitigate the risks that have arisen.
Subsequently, based on monitoring the
evolution of the pandemic, the Bank will
continue to adapt and strategy accordingly.
The current context is marked by a new
series of uncertainties of economic and
social challenges caused by the war in

Ukraine, which led to significant increases
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in inflation, high energy costs in most
European countries. On local level, we
are witnessing significant increases of
Robor and IRCC reference indices with a
direct impact on variable interest indexed
portfolios. For Private Individidual segment,
the portfolio most exposed to interest
risk is the credit portfolio, as the share of
loans with variable interest is dominant.
In this context, one observes an increased
preference of clients for fixed interest
loans as well as requests for changing the
reference index (transfer to IRCC).
Maintaining an adequate quality level of
the existing loan portfolio and ensuring a
suitable provision coverage. The Bank will
continue to assign priority to managing
past due loans by making efforts to enable
customers in arrears to return to the
routine of making regular repayments..
Follow the NPE strategy and reach the
NPL% targets. No doubt the emergency
of COVID 19 and its systemic impact,
has brought additional insecurity and
pressure in respect to the achievement of
the Bank's plan to reduce the NPL stock.
Nevertheless, the Bank will undertake all
possibly planned actions in order reach
the NPE % target and the planned values
for the non-performing loans rate at the
level of each segment.
Monitoring of credit risk.
With a view to monitoring the credit risk
appetite, the Bank operates a control
system, which covers the regulatory
instruments, the risk parameters of the
products and the reporting system:
- Monthly & quarterly reports on
Credit Policies risk indicators
- Quarterly monitoring of credit risk
profile
- Quarterly monitoring of level of
portfolio concentration against the
limits established within the Internal
Norm on Concentration Risk
- Monthly monitoring of vintage rates
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- Monthly overview of the legal
entities and private individuals
portfolio developments

- Weekly monitoring of portfolio
movements

- Weekly monitoring of override rates

- Daily monitoring of the distribution
by risk classes of the new volumes

- Monthly monitoring of the quality of
portfolios generated by alternative
sales channels.

- The Bank regularly re-assesses all
credit exposures that have already been
specifically provided for, as well as all
credit exposures that appear on watch-
list and which are classified as individually
significant.

- Reviewing the transactional models.
During 2022, new rating models used in
the granting process for Personal Loans
and for Credit Card and Overdraft will be
were implemented as follows:

- January 2022 - Personal Loan

- April 2022 - Credit Card and
Overdraft

Regarding secured products for Private

Individuals, a new application rating model

was developed in Q3-2022, with a significantly

improved predictive power compared to that
of the current model, as a result of model
development using detailed Credit Bureau
information.

Risk IT developments

Initiate software up-grade for the
underwriting systems (part of BPM
implementation)

Implement predefined credit risk reports
within DWH dedicated layer

Expanding the use of SAS within the credit
risk management area

Expanding the use of SAS Tableau, a data
visualization tool, within the credit risk

management area
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Bank portfolio sensitivity to interest
rate risk

The Bank grants loans with mainly variable
interest rate indexed by reference (ex.:
Euribor, Robor) and aims to harmonize the
financing structure with the structure of
assets and other liabilities so as to maintain

a low interest rate risk exposure.

The monitoring of the exposure to

interest rate risk of banking book and the
compliance with the internal limits is done
at least monthly, within the Asset and
Liability Management Committee.

In assessing the interest rate risk for the
banking portfolio, the Bank uses maturity
analysis until the next financial assets and
liabilities restoration, maturity analysis
and stress test scenarios, to estimate the
possible effects of interest rate changes on
profits, and on the economic value of the
Bank.

The methodology used for measuring

the impact of an interest rate shock in

the economic value of the Bank is the
standardized one from the NBR Reg. No.
5/2013 with further amendments, adjusted
for optionality risk. At 31t December 2022,
with adjustments to take into account the
risk of option for loans and deposits, the
Bank had a low exposure to the interest rate
risk on banking book, 4.47% of own funds
(3.26% as of December 2021). The increase

in the calculated value came mainly after
putting in place a more conservative
estimation of the average duration of
current accounts and was also due to the
increase in the 5 years ML fix portfolio.
During 2022 the exposure to the interest
rate risk on banking book had a stable level,
within the medium-low risk appetite.
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Managing the market risk

Market risk is the risk of loss related to balance
sheet and off-balance sheet items due to
adverse changes in market prices, such as, for
example, stock prices, interest rates, currency
exchange rates. The Bank's objective in market
risk management is to ensure appropriate
management of the risks generated by trading
activities, through the implementation of
procedures, models and adequate application
of monitoring and risk controls related with

trading activities.

In view of limiting potential losses due to
market risk exposure, the bank manages
market risk exposure by means of a set of
limits, which shall be set annually and updated
periodically according to market conditions, in
compliance with a prudent policy, based on the
experience of OTP Bank Plc.

The limits are established according to the
potential loss and the value of the Bank's
regulatory capital. Market risk limits are set up
by OTP Bank Plc and are managed in Market

Risk Portal system.
Interest Rate Risk (Trading book)

The interest rate risk refers to the fluctuation
in the value of financial instruments included
in the trading book due to the changes in the
level of market interest rates.

The purpose of the Bank in market risk
management is to ensure adequate
management in line with trading activities,
implementation of procedures, models, and

monitoring and control of trading activities.

Limits are approved for trading with financial
instruments sensitive to interest rate risk such
as bonds issued by the Romanian Government,
interest rate swaps, foreign exchange swaps,
deposits and money market placements have
been approved. Appropriate assessment
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and monitoring of the resulting interest rate
risk are ensured by implementing a system
of limits and the use of appropriate risk

management systems.

The Bank has set the following types of limits:
bond position limit, bond maturity limit, Value
at Risk (VaR) limit, Expected Shortfall (ES) limit,
Basis Point Value limits (per currencies and

for Total), stop-loss limits and liquidity limits.
These limits are monitored using Kondor+and

Market Risk Portal systems.
Managing the foreign currency risk

Currency risk is the risk of loss resulting from
changes in the level of exchange rates on
the market. The currency fluctuations induce
the risk of losses in value in respect of net
monetary assets.

The Bank manages its exposure to movements
in exchange rates by permanently adjusting its
assets and liabilities mix, based on the market
movements in exchange rates. The exposure

is daily monitored by Operational and Market
Risk Department.

The bank may trade currencies and take
positions in the followings currencies: EUR,
USD, GBP, CHF, CAD, JPY, HUF, AUD, SEK, DKK,
NOK, CZK and PLN.

The open foreign exchange currency position
is managed continuously on automatic basis
within Kondor+ according to the internal rules

and considering the NBR regulations.

The bank sets net FX open position limits (per
currency and for total), stop-loss limits, Value
at Risk (VaR) limit and Expected Shortfall (ES)
limit which are monitored on a daily basis by
the Operational and Market Risk Department
using the Market Risk Portal system.

The Value at Risk indicator (VaR) estimates
the potential loss over a certain period



Management Board Report for the year ended December 31, 2022

for a certain degree of confidence. The

Bank uses a VaR based on historical data
(using exponential average methodology

to determine the observed weighted profit
and loss weights) which allows for easy
aggregation of risk factors and VaR values for
trading departments, thus enabling VaR to be
calculated at the Treasury level.

Liquidity Risk Management

The liquidity risk is associated either to the
difficulty of an entity to raise necessary
funds in order to meet all the commitments
when they fall due or to the possibility of
incurring losses if the entity has to sell
assets in unfavourable conditions or has

to attract more expensive supplementary
funding.

The bank's objective regarding liquidity
risk was to maintain an adequate level of
liquidity by ensuring the optimal mix of
funding and lending transactions in order to
achieve the budget.

As stated on the "Liquidity and Funding
management Strategy” and on the "Liquidity
and Funding Risk Management Policy” of the
bank, permanently improved and updated in
compliance with the local requirements for
a prudent regulation but also, in compliance
with group requirements, OTP BANK
ROMANIAS.A. has implemented an internal
system of identification, measurement,
monitoring and control of the liquidity

risk, structured on two levels: the current
liquidity management - the continuity

of the activity in normal conditions (the
assurance of cash flows for normal business
operations) and the management of
liquidity on crisis situations - the continuity

of the activity in different crisis conditions.

OTP BANK ROMANIA S.A. manages the
liguidity risk considering: the estimation of
the cash flows needs and of the operative
liquidity, the daily banking book structure,
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the liquidity GAP - on each currency and
overall, the level and the structure of the
liquid assets portfolio, the liquidity indicators
- calculated on a daily basis and having early
warning limits internally established, the
simulation regarding the liquidity indicators
levels, the risk assessment on crisis situations

by using stress tests.

If the indicators monitored in the reports
enumerated above, register an attention

or crisis level the Assets and Liabilities
Committee evaluates the situation and
disposes necessary measures needed for
the indicators to revert to normal levels. If
the measures taken in Assets and Liabilities
Committee did not lead to an improvement
of the monitored liquidity indicator, the
alternative plan for liquidity management in
crises will be activated.

Strict monitoring and prudent management
of liquidity is supervised by the Assets and
Liabilities Management Committee.

Liquidity indicators (regulatory and internal)
where complied with during the year. The
bank's liquidity risk profile objective of
medium-low was maintained permanently.

On December 31,2022 the aggregate value
for stand-by credit facilities contracted with
the parent bank with purposes of use in a
liquidity crisis (and unused on December 31,
2022 ) represent EUR 95 million.

Operational risk management

The Bank has an operational risk
management framework that includes
policies and procedures for identifying,
measuring / evaluating, analysing,
monitoring and managing / controlling
operational risk. Policies and procedures
are appropriate to the size, nature and
complexity of the Bank's activities and
are adjusted periodically according to the
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operational risk profile of the bank and in
line with external market developments.

The operational risk strategy main objective

is to develop an appropriate operational risk
control environment and create operational risk
awareness in order to minimize the risks occurred
due to systems and processes malfunction,

human errors, as well as due to external factors.

The mid-term strategy for operational risk

management is based on:
increased focus on defining risk
mitigating measures and execution
monitoring of such, on the improvement
of the control environment by way of
closer cooperation with partner areas
engaged in risk management and
control but also by assessing exposure
to operational risk based on losses
history record and permanently updating
the database on operational risk loss
generating events, reported by all
organizational units;
assessing activities and processes,
products and systems by preparing the
annual self-assessment for the activities
and processes carried out within all
organizational units, in order to report
the risks already identified during
the performance of the activity or the
potential risks and to identify the control
measures/action plans to mitigate or
eliminate risk occurrence;
enhancing the Key Risk Indicators set
for specific banking processes or for the
organization as a whole, inclusively by using
group-level indicators and monitoring their
values and evolution, in order to have an
insight into operational risk developments
and allow for intervention into the
processes if necessary;
establishing an improved business
continuity methodology and running
periodical testing for such;
enhancing the conduct risk / model risk /
ITC risk management framework;
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developing the operational risk
management culture at the bank level, as
an integral part of the risk culture and their
management, by holding regular training
sessions on operational risk topics.

Short term objectives for operational risk
management:

maintaining a high-quality (complete,
correct and accurate) operational
risk losses database by permanently
monitoring the operational risk events
and updating accordingly within the
dedicated IT system;
mitigating the potential impact of future
operational risk exposures by calculating
and recording provisions for operational risk,
taking into consideration the losses history;
monitoring the evolution of abusive
clauses litigations and calculating and
recording litigations provisions based on
the losses history and the probability of
loss associated to the litigations ongoing;
operational risk monitoring by:
monthly and quarterly reports regarding
the operational risk events identified
within the bank and their evolution;
monthly and quarterly reports
regarding the evolution of key risk
indicators;
quarterly reports on the measures
taken by the bank to return key critical
risk indicators to a normal level;
quarterly monitoring of the operational
risk / model risk / conduct risk / ICT
risk /outsourced activities risk profiles;
yearly report regarding the risks
identified following the risk self-
assessment performed with the
cooperation of the process owners and
the quality of the existing controls;
quarterly reports regarding the
implementation status of the action
plans established following the risk
self-assessment;
yearly report regarding the results of
the crisis scenarios analysis.
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ESG risks

Currently, the Bank manages ESG risks by

considering them enhancement factors of the

traditional categories of financial risks (credit

risk, market risk, operational and reputational

risks, liquidity and financing risks).

In line with the expectations of the main
stakeholders and the requirements of the
supervisory authorities OTP Group launched
its non-retail ESG (Environmental, Social and
Governance) credit risk framework in 2021.

Within the Credit Risk management area,
ESG risks are assessed at the initiation of
exposures to corporate clients and over the
life of the exposure starting with June 2021.
The methodology implemented
enhanced the non-retail lending
processes by introducing:
ESG Exclusion list - activities and
behaviors whose controversial nature
and impact make them incompatible
with OTP values thus being excluded
from financing by the OTP Group
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The industry/ sectoral ESG Risk Heat Map
- lists the ESG risk classification of each
economic activity by NACE classification,
established taking into account the
environmental and social factors, sector
specific physical and transition risks
ESG Risk Assessment - the process to
assign ESG risk category on client and
trans