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The consolidated financial statements has been prepared based on going concern assumption. 

The preparation of financial statements requires management to make judgements, estimates 

and assumptions that affect the application of accounting policies and the reported amounts of 

assets, liabilities, income and expenses. Actual results may differ from these estimates. 

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 and in any 

future periods affected. 

In particular, information about significant areas of estimation uncertainty and critical 

judgements in applying accounting policies that have the most significant effect on the amount 

recognised in the financial statements are described in Note 35. 

4 Summary of significant accounting policies 

Accounting policies are the specific principles, bases, conventions, rules and practices adopted 

by the Group in preparing and presenting the consolidated financial statements. The 

accounting policies set out below have been applied consistently to all periods presented in 

these consolidated financial statements, and have been applied consistently by Group entities. 

To ensure data consistency the Group made reclassification in supplementary notes in some 

relevant cases.   

a, Financial statement presentation 

These consolidated financial statements include the accounts of MKB and its subsidiaries, 

jointly controlled entities and associates (“the Group”). The income, expenses, assets and 

liabilities of the subsidiaries are included in the respective line items in the consolidated 

financial statements, after eliminating inter-company balances and transactions.  

b, Consolidation 

Subsidiaries 

Subsidiaries are entities controlled by the Group. Control exists when the Group is exposed, or 

has rights, to variable returns from its involvement with the subsidiary and has the ability to 

affect those returns through its power over the subsidiary. In assessing control, substantive 

voting rights are also taken into account. Newly acquired subsidiaries are consolidated from 

the date that the Group gains control. The acquisition accounting method is used to account 

for the acquisition of subsidiaries by MKB. The cost of an acquisition is measured at the fair 

value of the consideration given at the date of exchange, the acquisition – related costs are 

recognized in profit or loss. 

The acquired identifiable assets, liabilities and contingent liabilities are measured at their fair 

values at the date of acquisition. Any excess of the cost of acquisition over the fair value of 

the Group’s share of identifiable assets, liabilities and contingent liabilities acquired is 

recorded as goodwill. If the cost of acquisition is less than the fair value of the Group’s share 

of identifiable assets, liabilities and contingent liabilities acquired, the difference is recognised 

immediately in the statement of comprehensive income. 

Fund management 

The Group manages and administers assets held in investment funds on behalf of investors. 

The financial statements of these entities are not included in these consolidated financial 
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2016 Note
Corporate

Banking

Institutional

Banking

Retail and

Private Banking
Other Total

Assets

Cash reserves 7 -                     84 697            -                        13 217         97 914           

Loans and advances to banks 8 -                     67 039            -                        -                 67 039           

Financial assets measured at FVTPL 9 -                     75 210            -                        -                 75 210           

Investments in securities 10 707 054          217 083          -                        -                 924 137         

Loans and advances to customers 11 564 429          1 258              292 385              -                 858 072         

Assets from Discontinued opeartion as held for sale 40 -                     -                     -                        309             309               

Other assets 12 -                     -                     -                        28 081         28 081           

Deferred tax assets 25 -                     -                     -                        3 320           3 320            

Investments in jointly controlled entities and associates 13 1 651              -                     -                        -                 1 651            

Intangibles, property and equipment 14 -                     -                     -                        45 883         45 883           

1 273 134      445 287         292 385            90 810        2 101 616    

Liabilities

Amounts due to other banks 15 -                     376 262          -                        -                 376 262         

Deposit and current accounts 16 1 196 011        -                     323 857              -                 1 519 868      

Negative fair values of derivative financial instruments 17 -                     29 983            -                        -                 29 983           

Other liabilities and provisions 19 2 545              788                 320                    33 544         37 197           

Deferred tax liabilities 25 -                     -                     -                        6                 6                   

Issued debt securities 20 67                  629                 12 196               -                 12 892           

Shareholders' equity 22,23,24 (55 346)           -                     -                        180 754       125 408         

1 143 277      407 662         336 373            214 304      2 101 616    

Income statement

Gross revenue - external customers 21 529            32 358            46 207               (241)            99 853           

Gross revenue - inter-segment 3 969              (3 630)             (339)                   -                 -                   

Interest and commission expenditure (9 855)             (13 245)           (9 446)                -                 (32 546)         

Impairment and provisions for losses 30 (4 103)             47                  (11 180)              -                 (15 236)         

Restructuring expenses 6                    -                     -                        (6)                -                   

Operating costs 31 (16 498)           (1 420)             (20 302)              (63)              (38 283)         

Expenses related to bank levies -                     -                     -                        (1 296)         (1 296)           

Share of jointly controlled and associated companies' profit / (loss) 273                 -                     -                        -                 273               

Profit / (Loss) before taxation (6 212)            12 841           2 781                (1 606)        7 804           

Segment result (6 212)            12 841           2 781                (1 606)        7 804           

Other information

Capital expenditure -                     -                     -                        5 818           5 818            

Depreciation and amortisation 14 3 237              -                     1 739                 -                 4 976            

Other non-cash expenses 415                 36                  511                    1                 963                
 

In 2016 and 2017, MKB Bank conducted financial services only in Hungary. The Group had 

indirect interests in the Bulgarian car financing market, besides its domestic subsidiaries, 

however the shares were disposed on 30 June 2016. Consequently both revenues and non-

current assets can be connected to domestic activities based on geographical location. 

 

Measurement of segment profit or loss 
 

Segment reporting under IFRS 8 requires a presentation of the segment results based on 

management reporting methods with reconciliation between the results of the business 

segments and the consolidated financial statements. The information provided about each 

segment is based on the internal reports about segment profit or loss, assets and other 

information which are regularly reviewed by the chief operating decision maker.  

 

Calculation of intersegment revenue 

 

Intersegment revenues and expenses are calculated on market interest method. In the case of 

refinanced loans, as well as those linked to a deposit, are evaluated against the connected 

transaction. Revenues and expenses on refinanced loans and loans linked to deposit are 

calculated with reference to the interest of the underlying transaction. 
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Since the Group’s business activities are diverse in nature and its operations are integrated, 

certain estimates and judgments have been made to apportion revenue and expense items 

among the business segments. 

 

40 Non-current assets held for sale and discontinued operations 

 

On 31 December 2016, two of the Bank branches (Budapest, street Andrássy and Alagút) 

were disclosed as non-current assets held for sale in the amount of HUF 285 million. These 

branches did not serve any banking activities so they were closed and the management was 

committed for the sale of the properties. Furthermore related to the sale of the educational and 

leisure center in Balatonfüred, and sailboats were also disclosed in this line in the amount of 

HUF 24 million. In 2017, the real estates and the sailboats were sold. 

 

For the year ended in December 2017, the net amount of non-current assets held for sale 

amounted to HUF 21,648 million; in the previous year it was HUF 309 million. 

 

On 31 December 2017, a large loan-portfolio in gross value of HUF 54,153 million and the 

relating specific allowances of HUF 32,505 million, which resulted in net amount of HUF 

21,648 million was reclassified to non-current assets held for sale. The Agreement of 

receivables assignment was signed in the fourth quarter of 2017. According to the contract 

transferring of the loan-portfolio must be performed in two parts next year: in February and in 

the last quarter of 2018. The buyer paid up 10% of the total price in 2017. The next two 

instalments are due on the day of transfers. The transfer of the first package assigned to buyer 

contained 84 % of the total loan-portfolio. 
 

Non-current assets held for sale and assets, liabilities and profit from discontinued operation 

include the followings: 

 

40.1 

2017 2016

Assets

Loans and advances to customers 21 648         -                  

Intangibles, property and equipment -                  309              

Total assets 21 648 309  
 

41 Government grants 

 

 The National Bank of Hungary launched its three-pillar Funding for Growth Scheme (FGS) on 

1 June 2013, primarily to stimulate lending to small and medium-sized enterprises. Under 

Pillar I and II of the FGS the NBH provided refinancing loans to credit institutions 

participating in the Scheme, at 0 per cent interest rate and with a maximum maturity of 10 

years, which were lent further by the credit institutions to the SMEs with a capped interest 

margin. 

 

Under Pillar I of the Scheme investment and current asset loans, EU subsidy financing, and 

loan refinancing denominated in Hungarian Forint could be carried out. Pillar II of the Scheme 
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aimed to reduce the ratio of SME’s foreign currency loans, allowing conversion of foreign 

currency loans to forint loans. 

 

On 11 September 2013 the Monetary Council decided to continue the Scheme, and launched 

the second phase, which was available until 31 December 2016. 

 

On 16 March 2015, the National Bank of Hungary launched FGS Plus Program, in order to 

improve access credit facility of small and medium-sized enterprises not participating in FGS 

so far. 

 

On 6 October 2015, the Monetary Council decided to launch the third phase of FGS – aiming 

at the gradual ending of the program. The third phase consists of two Pillars, in Pillar II a 

market priced EUR/HUF swap transaction (CIRS) is linked to the refinancing denominated in 

Hungarian Forint, which allows credit institutions lending in foreign currency – without any 

currency risk – to SMEs having natural foreign currency hedge. 

 

MKB Bank participated in all phases of the Scheme, and lent HUF 251,536 million loan to 

SME’s since the beginning of the program, with an interest rate of 2.5% and EUR 56 million 

in course of the third phase. 

 

The loans lent as part of FGS are measured at amortised cost at MKB Bank, however at initial 

recognition the difference between the carrying amount and the fair value of the loans and 

parallel of the NBH funds was deferred to Other assets (HUF 17,575 million) and to Other 

liabilities (HUF 13,863 million), which is amortised to Profit and loss during the term of the 

loans. This difference was driven by the gap between the market interest rate and the 

subsidized rate. 

 

The fair value of the loans amounted to HUF 74,931 million as of 31 December 2017 (2016: 

HUF 95,478million). 

 

MKB Bank joined Market Loan Program - called PHP - on 19 January 2016 that is aimed at 

stimulating the banks’ transition towards lending on market terms, and to continue to 

encourage banks to grant loans to SMEs. At the same time, the National Bank of Hungary also 

started to phase out the NHP III program. 

 

MKB Bank undertook a HUF 25 billion growth in the net volume of SME lending in 2016 

concerning Market-based Lending Scheme (PHP), which increased by HUF 5 billion in 2017 

in the framework of the second phase of PHP. Therefore MKB concluded HIRS transactions 

with NBH in a total amount of HUF 120 billion. 

 

42 Share based compensation 

 
On 14 July, 2016 MKB Bank established the Employee Share Ownership Programme (ESOP) 

organization of the Bank. The organization was established in order to fulfil the objectives of 

the remuneration policy of the Bank. Based on the remuneration policy the eligible employees 

of the Bank is entitled to purchase the shares of the Bank given certain non-market vesting 

conditions. In certain group of eligible employees are entitled to cash compensation based on 

the actual sale of the shares held by the ESOP organization given certain non-market vesting 

conditions are met. The vesting conditions include employment during the vesting period and 

a successful listing process of the Bank’s shares to a regulated capital market or three years of 

prudential operation according to efficient and effective risk management prescribed by law. 

The listing process should be closed until the end 2019 and the ESOP organization is required 

to sale the MKB shares held in two years after the successful listing process. The exercise 
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price of the share program is the transaction price which the ESOP program purchased MKB 

shares on July 14, 2016. 

 

Details of the share based compensation: 

 

42.1 

2017
Number of 

shares

Weighted average 

exercise price 

(HUF/share)

outstanding at the beginning of the period 32 866 989        164                          

modification due to capital reduction at the 

beginning of the period
14 578 673        370                          

forfeited at the beginning of the period 196 325             370                          

granted during the period 225 000             370                          

forfeited during the period 665 159             370                          

outstanding at the end of the period 14 334 839        370                          

distributable at the end of the period 665 161             370                           
 

2016
Number of 

shares

Weighted average 

exercise price 

(HUF/share)

outstanding at the beginning of the period -                       -                              

granted during the period 33 823 499        164                          

forfeited during the period 449 152             164                          

outstanding at the end of the period 32 866 989        164                          

exercisable at the end of the period -                       -                               
 

 
In order to determine the fair value of the share based compensation the Bank used Black-

Scholes-Merton model with the following key parameters of risk-free rate of 2.25%, Volatility 

25%. At the year end of 2016 the estimate of the spot price is based on the transaction price 

related to the sale of the Bank’s shares between MSZVK Magyar Szanálási Vagyonkezelő Zrt. 

and the new shareholders,, at the end of 2017 the basis was an independent expert evaluation, 

which estimate the market price of 100% issued shares of MKB Bank. As the Bank’s shares 

are not listed, the volatility is estimated based on historical volatility of share prices of the 

similar exchange listed banks in Hungary. 

 

At 31 December 2017 vesting conditions of ESOP/MRP are foreseen probable to be met by 

the management (1. three years of prudential operation according to efficient and effective risk 

management prescribed by law or 2. admission of MKB shares to a regulated capital market 

and 3. employment during the vesting period) and HUF 1,259 million expense recognised 

within operating expenses. 
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