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INDEPENDENT AUDITORS' REPORT

To the Shareholders of Concorde Securities Ltd.

We have audited the accompanying consolidated financial statements of Concorde Securities Ltd. (the
"Company™) for the year 2013, which financial statements comprise the consolidated statement of
financial position as at December 31, 2013 - which shows total assets of 23,467,983 thHUF, - the
related consolidated statement of comprehensive income — which shows net comprehensive income of
1,051,935 thHUF -, the consolidated statement of changes in equity, the consolidated statement of
cash flows for the year then ended and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with the Hungarian National Standards on Auditing and effective
Hungarian laws and other regulations pertaining to audit. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financiai statements.

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



Opinion

Int our opinion, the consolidated financial statements give a true and fair view of the financial position of
Concorde Securities Lid. as at December 31, 2013, and its financial performance and its cash flows for
the year then ended, in accordance with International Financial Reporting Standards as adopted by the
European Union.

Budapest, June 26, 2014

..............................................

Zsuzsanna Szépfalvi Nagyvarading
Deloitte Auditing and Consulting Ltd.
1068 Budapest, Ddzsa Gydrgy Ut 84/C
000083



Concorde Securifies Ltd.

Consolidated Statement of Financial Position

as of December 31, 2013

(afl amornts in thousands of HUF unless othenvise stated)

Assels

Current Assets:

Cash and cash equivalents

Receivables from brokers, dealers and
customers

Financial assets at fair value through profit
or loss

Other receivables and accruals

Total current assets

Non-current Assets:
Equity investments
Loans to employces
Tangible and intangible {ixed assets
Deferred tax assets
Total non-current assets

Tofal asscts

Liabilitics and Sharcholders’ Equity

Current Liabilities:

Liabilities to brokers, dealers and customers

Short term borrowings

Financial liabilities at fair value through
profit or loss

Other liabilities

Deferred tax lability

Total current liabilities
Sharcholders’ Equity:
Share capital
Retained earnings
Treasury shares

Total shareholders’ equity
attributable to equity holders

Non-controlling interest
Total sharcholders’ equity

Total liabilities and sharcholders® equity

December 31, 2012

14,567,420
2,327,437

1,618,629
247,268

18,755,754

235,193
27,896
434,397
5

697,491

19,453,245

14,093,464
2,060,597

369,640

244,637
16,080

Notes December 31, 2013
4 17,631,028
5 2,324,630
6 2,481,281
7 386,885

22,823,824

8 235,193
19,026

9 389,939
19 1
644,159

23,467,983

o 17,380,449
10 1,648,645
i 423,309
12 454,133
19 2,956
19,909,492

13 1,000,000
2,548,500

14 -
3,548,500

9,991

3,558,491

23,467,983

16,784,418

1,000,000
1,707,737
(49,918)

2,657,819

11,008

2,668,827

19,453,245

The accompanying notes to consolidated financial statements on pages 9 to 44 form an iniegral part of these

consolidated financial statements.

Budapest, June 26, 2014

i "
- Y .
Chitef Exccutive Officer

..........................




Concorde Sceurities Ltd.
Consolidated Statement of Comprehensive Income
for the year ended December 31, 2013

{alf amounts in thousands of HUF unless othenvise stated)

Revenue

Commissions

Gains on securitics traded on proprictary
account

Corporate finance activities

Custodianship, safe-keeping and portfolio
management activities

Interest and dividend income from securities

Other income

Total revenue

Expenses

Comimnission expenses

Losses on securities traded on proprictary
account

Wages and salarics

Brokerage, clearing and exchange fees

Communication costs

General and administration expenses

Interest paid

Other expenses

Total expenscs

Profit before tax
Income tax expense
Profit for tie year

Aftributable to:
Equity holders of parent
Non-controlling interest

Weighted average number of shares
outstanding during the year
Consolidated basic and diluted
earning per share in thousands of
HUF

NET PROFIT FOR THE YEAR

NET COMPREHENSIVYE INCOME

Notes Year ended Year ended
December 31, December 31,
2013 2012

15 2,202,902 1,825,266
15 1,092,583 1,097,112
60,320 55,807
491 9,068
477,620 441,395
18 680,223 279,579
4,514,139 3,708,227
(238,981 (102,900}
15 {163,040) (417,061)
l6 (1,169,851) (1,052,158)
- (340,361)
(294,045) (53,836)
17 (849,523) (906,695)
(79,433) {100,864)
18 (640,63 1) (562,190)
(3,435,504) (3,536,115)
1,078,635 172,112
19 27,71 (806)
1,050,918 171,306
1,051,935 175,197
(1,017) (3,891)
1,050,918 171,306
986,453 989,434
1,665 173

1,051,935 175,197

1,051,935 175,197

The accompanying notes to consolidated financial statements on pages 9 to 44 form an integral part of these

consolidated financial statements,

Budapest, June 26, 2014




Concorde Securitics Ltd.
Consolidated Statement of Changes in Sharcholders’ Equity
for the year ended December 31, 2013

{all amounts in thousands of HUF unless otherwise stated)

Total
Non- Share-
Share  Treasury Retained Taofal control- holders’
Note . ¥ Earnings Sharcholders* . Equity &
Capital shares . ling
and Reserves Equity : Non-
Interest .
controlling
interest
Balance as of
January 1, 925,000 (9,213) 2,313,784 3,229,571 14,899 3,244,470
2012
Pl‘f;fg;fm‘ e - - 175,197 175,197 {3,891 171,306
D ‘;;;dig“ds - . (706,244) (706,244) . (706244)
Disposal of
subsidiary 21 75,000 - {75,000) - - -
Treasury ;
share sale - (40,705) - (40,705) - {40,705}
Balance as of .
Deeember 1,800,000 (49,918) 1,707,731 2,657,819 11,008 2,668,827
31,2012
By .
l 132;501 the i - 1,051,935 1,051,935 (1,017 1,050,918
Dn;;ladiznds B - (200,156) (200,156) - {200,156)
Deferred tax - - - - - -
Transactions
with
Treasury
shares
- Change in
stock of - 49,918 . 49,918 . 49,918
Treasury
shares
- Result on
{reasury
share
selling - - {11,016) {11,0186) - (11,016)
frans-
actions
Balance as of
December 1,000,000 - 2,548,500 3,548,500 9,951 3,558,491
31,2013

¥} Effect of correction of not recogtiized amount of incoine lax in previous year.
g

The accompanying notes to consolidated financial statements on pages 9 to 44 form an integral part of these
consolidated financial statements.

Budapest, June 26, 2014

.........

e, S

vashansay esmrieeasare Theen

..............

Chief Exccutive Officer




Concorde Securities Lid.
Consolidated Statement of Cash Flows
for the year ended December 31, 2013

(all amonnts in thousands of HUF unless otherwise stated)

Cash flows from operating activities:
Profit before tax
Adjustinents for;
Losses on proprietary account
Depreciation and amortization
Impairment of receivables
Impairment of goodwil]
Loss on sale of investments
Interest expense
Interest income

Operating profit before working capital changes

(Increase)/decrease in financial assets at fair value through profit and loss

(Increase) in accounts receivable from setilement

{Increase)/Decrease in accounts receivable and other current assets

Increase in accounts payable from settlement
-from this: decrease on client accounts

-from this; other payables

Increase/{Decrease) in accounts payable and accruals

Increase/{Decrease) in financial liabilities at fair value through profit and loss

Cash generated from operations
Interest paid

Interest received

Income taxes paid

Net cash flow provided by operating activitics
Cash flows from investing activities:
Purchase of property, plant and equipment

Decrease in loans granted to employces
Proceeds on sale of propetty, plant and equipment

Net cash flow used in investing activities
Cash flows from financing activities:

Net (increase)/decrease of short term loans
Dividends paid to cquity holders of parent
Dividends paid o non-controlling interest

Treasury shares acquired (+) / sold ()

Net cash flow (used in)/provided by financing activities

Yecear ended
December 31,

Year ended
Deecember 31,

2013 2012
1,078,635 172,112
(3,160 3,139
163,698 233,602
312 616

- 70,400

(1,750) (772)
79,424 100,864
(395,143) (358,171)
938,217 221,790
(862,652) 984,418
(10,664) (938,696)
(154,863) 187,805
3,286,986 254,320
3,296,625 37,949
(9,639) 216,371
198,813 (325,379)
53,669 (126,990)
3,449,506 257,268
(81,868) (96,371)
405,393 333,465
(27,717) (806)
3,745,433 493,556
(119,240) (127,207)
8,871 12,000
1,750 15,650
(108,619) (99,557)
(411,952) 905,956
(200,156) (706,244)
38,902 (40,705)
(573,206) 159,007

The accompanying notes to consolidated financial statements on pages 9 to 44 form an integral part of these

consolidated financial statements.

Budapest, June 26, 2014

i




Concorde Securitics Ltd.
Consolidated Statement of Cash Flows
for the year ended December 31, 2013

{all amounts tn thousands of HUF unless ohenvise stated)

Year ended Year ended
December 31, December 31,
2013 2012
Increase in total cash and cash equivalents 3,063,608 553,003
Total Cash and cash equivalents at beginning of year 14,567,420 14,014,417
Total Cash and cash equivalents at end of year 17,631,028 14,567,420
From this
-Client accounts
Increase in cash and cash cquivalents 3,296,625 37,949
Cash and cash equivalents at beginning of year 13,842,503 13,804,554
Cash and eash equivalents at end of year — client 17,139,128 13,842,503
-Own accounls
(Decrease)/Increase in cash and cash equivalents (233,017) 515,054
Cash and cash cquivalents at beginning of year 724,917 209,863
Cash and cash cquivalents at end of year - own 451,900 724,917

The accompanying notes to consolidated financial statements on pages 9 to 44 form an integral part of these
consolidated financial statemenis.

Budapest, June 26,2014 L. J - ADT FOUTO USROS L S

Chief Executive Officer




Concorde Sccurities LAd.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
(all amoutits in thousands of HUI unless othenvise stated)

1. ORGANIZATION AND BASIS OF THE CONSOQLIDATED FINANCIAL STATEMENTS
General information

Concorde Securities Ltd. (the “Company™) is a company limited by shares incorporated under the laws of
the Republic of Hungary. The Company is primarily engaged in stock-broking, fixed income and-
derivatives trading, corporate finance, investment and financial advisory services, asset management and
private equity business. The registered office of the Company is located in Hungary (H-1123), at Alkotas
utea 50, Budapest, and now the Company and its controlled subsidiary (Concorde Corporate Finance I.td.)
are referred to collectively as the “Group”.

2013 2012

Domestic and foreign private and
institutional investors 100.00% 08.45%
Treaswry shares 0.00% 1.55%
Total 100% 100%

Accounting

The entities of the Group maintain their accounting records and prepare its statutory accounts in accordance
with regulations prevailing in Hungary.

The Group’s functional currency is the Hungarian Forint (“HUF”).

Certain adjustments have been made to the entities’ statutory accounts in order to present the consolidated
financial position and results of operations of the Company in accordance with all standards and
interpretations approved by the International Accounting Standards Board (“IASB”), which are referred to
as International Financial Reporting Standards (“IFRS”).

The consolidated financial statements have been prepared in accordance with IFRS as adopted by the
European Union (the “BU”). IFRS as adopted by the EU do not currently differ from IFRS as issued by the
IASB, except for portfolio hedge accounting under TAS 39 Financial Tnstruments: Recognition and
Measurement (“IAS 39”) which has not been approved by the EU. As the Group docs not apply portfolio
hedge accounting under IAS 39, there would be no impact on these consolidated financial statements, had it
been approved by the EU at the end of the reporting period.

The new and revised Standards and Interpretations effective from the current period

The following standards, amendments to the existing standards and interpretations issued by the IASB and
adopted by the EU are effective for the current period:

o IFRS 13 “Fair Value Mcasurement”, adopted by the EU on 11 December 2012 (effective for annual
periods beginning on or afler 1 January 2013),

¢ Amendments to IFRS 1 “First-time Adoption of TFRS” — Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters, adopted by the EU on 11 December 2012 (effective for annual
periods beginning on or afier 1 January 2013),

e Amendments to IFRS 1 “First-time Adoption of IFRS” — Governinent Loans, adopted by the EU
on 4 March 2013 (effective for annual periods beginning on or after [ January 2013),

e Amendments to TFRS 7 “Financial Instruments: Disclosures”
- Offsetting Financial Assets and Financial Liabilities, adopted by the EU on 13 December 2012
{effective for annual periods beginning on or after { January 2013),




Concorde Securities Ltd,
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
(all amounts in thousands of HUF unless othenvise stated)

«  Amendments to 1AS 1 “Preseatation of financial statements” — Presentation of Items of Other
Comprehensive Income, adopted by the BU on 5 June 2012 (effcctive for annual periods beginning on
or after 1 July 2012),

«  Amendments to IAS 12 “Income Taxes” — Deferred Tax: Recovery
of Underlying Assets, adopted by the EU on 11 December 2012 (cffective for annual periods
begiming on or after 1 January 2013),

¢ Amendments to IAS 19 “Employee Bencfits® -~ Improvements to the Accounting for Post-
employment Benefits, adopted by the EU on 5 June 2012 (effective for annual periods beginning on
or after 1 January 2013),

o Amendments to various standards “Improvements (o IFRSs (cyele 2009-2011)” resulting from the
annual improvement project of IFRS (IFRS [, IAS 1, IAS 16, IAS 32, IAS 34) primarily with a view to
removing inconsistencies and clarifying wording, adopted by the EU on 27 March 2013 (amendments
are to be applied for annual periods beginning on or after 1 January 2013),

e IFRIC 20 “Stripping Costs in the Production Phase of 2 Surface Mine”, adopted by the EU on 11
December 2012 (effective for annual periods beginning on or after | January 2013).

The adoption of these amendments to the existing standards has not led to any changes in the Group’s
accounting policics, ’

The new and revised Standards and Inferprefations issucd by IASB and adopfed by the EU but not
yet effective

At the date of authorisation of these financial statements the following standards, amendments fo the
existing standards and interpretations issued by TASB and adopted by the EU were in issuc but not yet
effective:

¢ IFRS 10 “Consolidated Financial Statements”, adopted by the EU on 11 December 2012 (effective
for annual periods beginning on or after 1 January 2014),

¢« IFRS 11 “Joint Arrangemenis”, adopted by the EU on 11 December 2012 (effective for annual
periods beginning on or after 1 January 2014),

¢ IFRS 12 “Disclosures of Interests in Other Entities”, adopted by the EU on [T December 2012
(effective for annual periods beginning on or after 1 January 2014),

o IAS 27 (revised in 2011) “Scparate Financial Statements”, adopted by the EU on 11 December
2012 (effective for annual periods beginning on or after 1 January 2014),

»  TAS 28 (revised in 2011) “Investments in Associates and Joint Ventures”, adopted by the EU on 11
Decetmber 2012 (effective for annual periods beginning on or after 1 January 2014},

e Amendments to IFRS 10 “Consclidated Financial Statements”, IFRS 11 “Joint Arrangements”
and IERS 12 “Disclosures of Interests in Other Entitics” — Transition Guidance, adopted by the EU
on 4 April 2013 (effective for annual periods beginning on or afler 1 January 2014),

+  Amendments fo IFRS 10 “Consolidated TFinaneial Statements”, IFRS 12 “Disclosures of
Interests In Other Entities” and TAS 27 (revised in 2011) “Separate Financial Statements” —
Investment Entities, adopted by the EU on 20 November 2013 (effective for annual periods beginning
on or after 1 January 2014),

e Amendments to IAS 32 “Finaneial instruments: presentation® — Offsetting Financial Assets and
Financial Liabilities, adopted by the EU on 13 December 2012 (effective for annual periods beginning
on or after 1 January 2014),

10



Concorde Securitics Ltd,
Nofes to Consolidated Financial S{atements

For the year ended and as of December 31, 2013
{all amounts in thousands of HUF unless otherwise stated)

o Amendments to IAS 36 “Impairment of assets” - Recoverable Amount Disclosures for Non-
Financial Assets, adopted by the EU on 19 December 2013 (effective for annual periods beginning on
or after 1 January 2014),

s Amendments fo IAS 39 “Financial Instruments; Recognition and Measurement”
— Novation of Derivatives and Continuation of Hedge Accounting, adopted by the EU on 19 December
2013 {effective for annual periods beginning on or afier 1 January 2014).

The adoption of the above presented new and amended Standards and Interpretations would have no
significant impact on the financial statements.

[1



Concorde Scceurities Ltd.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
{all amounts in thousands of HUF wnless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the preparation of the accompanying consolidated financial
statements are summarized below:

Statement of compliance
The consolidated financial statements have been prepared in accordance with 1FRSs,
Basis of preparation

'The consolidated financial statements have been prepared on the historical cost basis except for certain
financial instruments that are measured at fair value, as explained in the accounting policies below.

Historical cost is generally based on the fair value of the consideration given in exchange for assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a
liability, the Group takes into account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset or liability at the measurement date.

Fair value for measurement and/or disclosure purposcs in these consolidated financial statements is
determined on such a basis, except for share-based payment transactions that are within the scope of IFRS
2, leasing transactions that are within the scope of IAS [7 Leases, and measurements that have some
similarities to fair value but are not fair value, such as net realisable value in IAS 2 Inventories or value in
use in IAS 36 Impairment of Assets,

In addition, for financial reporting purposes, (uir value measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are obscrvable and the significance
of the inputs to the fair value measurement in its entirety, which are described as follows:

¢ Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access af (the measurement date;

» Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
assct or liability, cither directly or indirectly; and

¢ Level 3 inputs are unobservable inputs for the asset or liability.

The presentation of Consolidated Financial Statements in conformity with IFRS requires the management
of the Group to make estimates and assumptions that affect the reported amounts of asscts and liabilitics
and disclosure of contingent assets and liabilities as of the date of the financial statements and their
reported amounts of revenues and expenses during the reporting period.

Future changes in economic conditions, business strategies, regulatory requirements, accounting rules and
other factors could result in a change in cstimates that could have a material impact on future financial
statemnents.

Basis of consolidation and business combinations

As the ultimate parent, the Company is preparing consolidated financial statement of the Group.

The consolidated financial statements incorporate the financial statements of the Company and entitics
(including special purpose entities) controlled by the Company (its subsidiaries). Control is achieved where

the Company has the power to govern the financial and operating policics of an entity so as to obtain
benefits from its activities

12



Concorde Sccurities 1td.
Notes to Consolidated Financial Statements

For the year ecnded and as of December 31,2013
(all amounts in thousands of HUF unless otherwise stated)

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED)

Income and expenses of subsidiaries acquired or disposed of during the year included in the consolidated
statement of profit or loss and other comprehensive income from the effective date of acquisition and up to
the effective date of disposal, as appropriate. Total comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling interests even if this results in the non-controlling
interests having a deficit balance,

When necessary. adiustments are made to the financial statements of subsidiaries fo bring their accountin
3

policies into line with those used by other members of the Group. All intra-group {ransactions, balances, income

and expenses are eliminated in full on consolidation.

Changes in the Group's ownership interests in existing subsidiaries

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's interests
and the non-confrolling interests arc adjusted to reflect the changes in their relative interests in the
subsidiarics. Any difference between the amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognised directly in equity and atfributed to owners
of the Company.

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair value of the consideration received and the fair value
of any retained interest and (i) the previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. When asscts of the subsidiary are carried at
revalued amounts or fair values and the related cumulative gain or loss has been recognised in other
comprehensive income and accumulated in equity, the amounts previously recognised in other
comprehensive income and accumulated in equity are accounted for as if the Group had directly disposed
of the relevant assets (i.c. reclassified to profit or loss or transferred directly to retained earnings as
specified by applicable TFRSs), The fair value of any investment retained in the former subsidiary at the
date when control is lost is regarded as the fair value on initial recognition for subsequent accounting under
IAS 39 Financial Instruments: Recognition and Measurement or, when applicable, the cost on initial
recognition of an investment in an associate or a jointly controlled catity.

Business combinations
The Group has applied IFRS 3 Business Combinations since 31 March 2004 for acquisitions after that date.

Acquisitions of businesses are accounted for using the acquisition methed. The consideration transferred in
a business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilitics assumed are recognised at their
fair value, except that:

o deferred tax assets or liabilities, and assets or liabilities related to employee bencfit arrangements are
recognised and measured in accordance with /A4S 72 Income Taves and IAS 19 Employee Benefils
respectively;

o liabilities or equity instruments related to share-based payment arrangements of the acquiree or share-
based payment arrangements of the Group enfered into to replace sharc-based payment arrangements
of the acquirce are measured in accordance with /FRS 2 Share-based Payment at the acquisition date;
and

o+ assels (or disposal groups) that are classified as held for sale in accordance with IFRS 5§ Non-current
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

13



Concorde Sceurifies Lid,
Notes to Consolidated Financial Statecments

For the year ended and as of December 31, 2013
{all anounts in thousands of HUF unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer's previously held equity interest in the
acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilitics assumed. If, after reassessiment, the net of the acquisition-date amounts of the identifiable asscts
acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer's previously held interest in the
acquiree (if any), the excess is recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that arc present ownership interests and entitle their holders to a proportionate
share of the entity's net assets in the event of liquidation may be initially measured either at fair value or at
the non-controlling interests' proportionate share of the recognised amounts of the acquiree's identifiable
net assefs. The choice of measurement basis is made on a transaction-by-transaction basis. Other types of
non-controlling interests are measured at fair value or, when applicable, on the basis specified in another
IFRS.

The initial accounting for a business combination is incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see above), or
additional assets or liabilities are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would have affected the amounts
recogniscd at that date.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of
the business less accumulated impairment losses, if any.

For the purpeses of impairment testing, goodwill is allocated to each of the Group's cash-gencrating units
(or groups of cash-generating units) that is expected to benefit from the synergies of the combination.

Goodwill acquired in a business combination is tested for impairment annually or more frequently if events
or changes in circumstances indicate that it might be impaired.

The Group calculates the value in use a discounted cash-flow model. The 5 year period explicit cash-flow
model serves as a basis for the impairment test by which the Group defines the impairment nced on
goodwill based on the strategic factors and financial data of its cash-gencrating units.

Negative goodwill, when the interest of the acquirer in the net fair value of the acquired identifiable net
assets cxceeds the cost of the business combination, is recognized immediately in the Consolidated
Statement of Comprehensive Income as Other Income.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal

Entities involved to consolidation

The Consolidated Financial Statements comprise the financial statements of Concorde Securitics Ltd. and

one controlled subsidiary as of December 31, 2013 and December 31, 2012, The effects of all material
intragroup balances and transactions are eliminated.

14



Concorde Securitics Lid.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
{all amounts in thousands of HHUF unless otherwise stafed)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]

Details of consolidated subsidiary undertakings are provided below. All consolidated companies are
incorporated in Hungary,

As at December 31, 2013

Group
Grotp Ownership Brief description of activities
Concorde Corporate Finance Lid. 75.00% Corporate finance
As at December 31, 2012

Group
Group Cwaership Brief description of activities
Concorde Corporate Finance Ltd. 75.00% Corporate finance

Still on April 16, 2011, the extraordinary general meeting of the Company has approved the demerger of
the newly cstablished Concorde Investment and Asset Management Ltd, (Concorde Befektetdsi ¢s
Eszktzkezeld Zrt)) from the Company with the aim of restructuring of the investments within the Group.
The demerger has been performed based on the statement of financial position of the Company included by
the financial statements in accordance with Hungarian Accounting Standards as of and for the year ended
December 31, 2010. As a result of the demerger, the investments in Budapest Stock Exchange and
Concorde Fund Management Ltd. (as a former fully-consolidated subsidiary of the Group) held by the
Company have been transferred to Concorde Investment and Asset Management Ltd.

Entities not involved to consolidation

Certain subsidiaries in which the Company holds a controlling interest have not been consolidated because
the effect of consolidating such companies is not material to the Consolidated Financial Statements as a
whole.

As of December 31, 2013 and December 31, 2012 there are some subsidiarics in which the Gioup holds,
directly or indirectly, more than 50% of the registered capital have not been consolidated as the impact on
the consolidated financial statements would not be material as the companies had no significant activity
during 2013 and 2012,

As at December 31, 2013

Group’s
Group Ownershin Brief description of activities
Concorde Financial Consulting Ltd. 75.00% facility management
Eclipse Investment Ltd. 100.00% property management
As af December 31, 2012

Group’s
Group Owunership Brief description of activities
Concorde Financial Consulting Ltd. 75.00% facility management
Eclipse Investment Lid. 100.00% property management
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Concorde Securities Litd.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
(all amounts in thousands of HHUF unless otherwise stated)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
Revenue recognition

Revenue is measured at the fair value of the consideration reccived or receivable.

Specifically, the revenue recognition follows the following rules:

¢ Commissions from security trading as an agent are recognised at trade date.

¢ Income from fund management and portfolio management are recognised on an accrual basis and when
the service is delivered.

¢ Revenue from investment lending and deferred payment service is recognised on an cffective interest
rate basis, while the receivables are measured at amortized cost.

+  Gains and losses on securities trading are recognised on basis of ‘trade date accounting’.

» Dividend income from investments is recognised when the sharcholder’s right to receive payment has
been established (provided that it is probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably).

o Interest income from a financial asset is recognised when it is probable that the economic benefits will
flow to the Group and the amount of income can be measured reliably. Interest income is acerued on a
time basis, by reference to the principal outstanding and at the effective interest rate applicable, which
is the rafe that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial recognition,

Foreign currencies

Tn preparing the financial statements of each individual entity of the Group, transactions in currencies other
than the entity’s functional currency (“foreign cuirencies”) are rccognised at the rates of exchange
prevailing at the dates of the transactions. At the end of each reporting period, monetary items denominated
in foreign currencics are retranslated at the rates prevailing at that date. Non-monetary items carried at fair
value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated,

Exchange differences on monetary items are recognised in profit or loss in the period in which they arise

except for

+ exchange differences on foreign currency borrowings relating to assets under construction for future
productive use, which are included in the cost of those assets when they are regarded as an adjustiment
to interest costs on those foreign currency borrowings; ‘

» cxchange differences on transactions entered into in order to hedge certain foreign currency risks; and

» exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor [ikely to occur (therefore forming part of the net investment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary items

Considering the fact, that the functional currency is HUF in aspect of all of entities of the Group,
transactions arising in foreign currencics are translated into HUF at the rate of exchange prevailing at the
date of the transaction, Asscts and liabilities denominated in foreign currencies at the end of the reporting
period are translated into HUT at the year-end rates of exchange. The resulting foreign currency exchange
gains and losses are recognised in the Consolidated Statement of Comprehensive Income.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax,

Current lax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the Consolidated Statement of Comprehensive Income because of items of income or expense
that arc taxable or deductible in other years and items that are never taxable or deductible. The Group’s

liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
end of the reporting period.
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Concorde Sccuritics Lid.
Notes to Consolidated Financial Statcments

For the year ended and as of December 31, 2013
(all mmounts in thousands of HUF unless othenvise stated)

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED]
Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assefs and liabilities
in the consolidated financial statements and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilitics are generally recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences can be utilised. Such
deferred tax assets and labilities are not recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit,

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests ave only recognised to the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset fo be recovered,

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in
which the liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the Group expects, at the end of the reporting period, to recover or softle the carrying
amount of its assets and liabilities.

Current or deferred tax are recognised in profit or loss, except when they relate to items that are recognised
in other comprehensive income or directly in equity, in which case, the current and deferred tax arc also
recognised in other comprehensive income or directly in cquity respectively,

Properfy, plant and equipment and intangible assets
Property, plant and equipment and intangible assets are stated at cost, less accumulated depreciation and

amortization, Depreciation and amortisation is recognised so as to write off the cost or valuation of assets
Iess their residual values over their useful lives, using the straight-line method:

Property rights G years
Acquired clients 15 years
Leaschold improvements 33 years
Software 3 years
Machinery and cquipment 3-7 years
Vehicles 5 years

The estimated useful lives, residual values and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss
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Concorde Securities Lid.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
{all amounts in thousands of HUF unless othenvise stated)

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |CONTINUED]
Dnpairment of tangible and intangible assets other than goodwill

The catrying amounts of assets are reviewed at the end of each reporting period to determine whether there
is any indication of impairment. If any such indication exists, the recoverable amount is cstimated as the
higher of net selling price and value in use. For intangible assets that are not yet available for use, the
recoverable amount is estimated at least at the end of each reporting period.

In assessing value in use, the expected future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the assct. An impairment loss is recognised whenever the carrying amount exceeds the recoverable
amount,

For an asset that does not generate cash inflows largely independent of those from other assets the
recoverable amount is determined for the cash-generating unit to which the asset belongs. An impairment
loss is recognised whenever the carrying amount of the cash-gencrating unit exceeds ils recoverable
amount.

A previously recognised impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount, however not 1o an amount higher than the carrying amount that would
have been determined (net of depreciation) had no impairment loss been recognised in prior years.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle the obligation, and a reliable estimale can
be made of the amount of the obligation

The amount recognised as a provision is the best estimate of the censideration required to seftle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows (when the effect of the time value of money is
material).

Yinaucial instruments

Financial assets and financial liabilitics are recognised when an entity of the Group becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilitics are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financia) assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilitics, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period, The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the debt instrument, or, where appropriate, a shotter period, to the net carrying amount on initial
recogttition,

income is recognised on an effective interest basis for debt instruments other than those financial assefs
classified as at fair value through profit or loss.
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Concorde Sccurities Lid.
Notes to Consaolidated Financial Statements

For the year ended and as of December 31, 2013
(all amounts in thousands of HUF unless othervise siated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINULD]
Financial assels

Financial assets are classified into the following specified categories: financial assets ‘at fair value through
profit or loss’ (FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and
‘loans and receivables’, The classification depends on the nature and purpose of the financial assets and is
determined at the time of initial recognition. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame established by regulation or convention
in the marketplace.

The Group classifics its securities into the following categories: financial assets at fair value through pofit
or Toss, held-to-maturity and available-for-sale. Trading securities that arc acquired principally for the
purpose of generating profit from short-term fluctuations in price are classified as FVTPL investments and
included in current assets. Investments with fixed maturity that the management has the intent and ability to
hold to maturity are classified as held-to-maturity and are included in non-current assets. Investments
intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or
changes in interest rates, are classified as available-for-sale.

Trading sccurities consist of debt securities and other securitics. Debt securitics include Hungarian
Government Bonds, Treasury Bills, Mortgage Bonds and Corporate Bonds. Other sccurities include shares
of companies traded on the Budapest Stock Exchange or on the Hungarian OTC market.

The securities traded on the Budapest Stock Exchange (shares, government bonds, treasury bills and
corporate bonds) are stated at market value at the end of the reporting period. Government sceurities are
stated at their estimated fair value, which include the accumulated interest at the end of the reporting
period. Any gain or loss resulting from revaluation is recognised in the profit or loss.

The fair value at the end of the reporting period is defermined for an asset held or liability to be issued is
usually the current bid price and, for an asset to be acquired or liability held, the asking price on the last
trading day of the reporting period.

OTC shares are measured at fair value, If the OTC shares do not have a quoted market price in an active
market and the fair value cannot be reliably measured, those assets are measured at purchase cost, less an
allowance for impairment, if appropiiate.

Interest income from interest bearing securities and dividends from shares is shown in line ‘Net Revenue on
Securities Traded on Proprictary Account’ of the Consolidated Statement of Other comprehensive Income.

Financial assets, other than those at FVTPL, arc assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered to be impaired when there is objective evidence that, as a
result of one or more cvents that occurred afier the initial recognition of the financial asset, the estimated
future cash flows of the investment have been affected.

For financial assets carried at amortised cost, the amount of the impairment Joss recognised is the
difference between the asset's carrying amount and the present value of estimated future cash flows,
discounted at the financial asset's original effective interest rate

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another entity. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Group retains substantially all the
risks and rewards of ownership of a transferred {inancial assct, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

Gains and losses on the sale of trading securities are calculated on a FIFO basis.
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Concorde Sccurities 1.td.
Notes to Consolidated Financial Statemenis

For the year ended and as of December 31, 2013
(all amounts in thousands of HUF unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]

Where debt or equity securities are sold under a commitment to repurchase them at a pre-determined price,
they remain on Statement of Financial Position and the consideration reccived is recorded in Other
Liabilities. Conversely, debt or equity securitics purchased under a commitment to resell are not recognized
in the Statement of Financial Position and the consideration paid is recorded in Other receivables and
accruals. Interest is accrued evenly over the life of the repurchase agreement,

In the case of security lending transactions the Group does not recognise or derecognise the securitics
because belicves that the transferor retains substantially all the risks and rewards of the ownership of the
securitics. Only a financial Jiability or financial receivable is recognised for the consideration amount.

Financial liabilities and equily instruments

Debt and equity instruments issued by an entity of the Group are classified as either financial liabilities or
as equity in accordance with the substance of the contractual arrangements and the definitions of a financial
liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets of an cntity after
deducting all of its liabilities. Bquity instruments issucd by a group entity arc recognised at the proceeds
received, net of direct issue costs

Financial liabilities arc classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities®.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid
on the financial liability and is included in the Consolidated Statement of Comprehensive Income,

Other financial liabilities (including borrowings) are subsequently measured at amortised cost using the
effective interest method.

The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in profit or loss.

Derivative financial instruments

The Group enters into derivative financial instruments, including foreign exchange forward and swap
contracts and futures deals.

Derivatives are initially recognised at the fair value on the date the derivative contracts are entered into and
are subsequently remeasured to their fair value at the end of each reporting period, The resulting gain or
loss is recognised in profit or loss immediately unless the derivative is designated and clfective as a
hedging instrument, in which event the timing of the recognition in profit or loss depends on the nature of
the hedge relationship.

The Group does not have hedge relationships during 2013 and 2012,

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, current accounts with original maturities of 90 days or
less and cash in transit. Included within cash and current accounts of client funds for which a corresponding
liability is shown in “Settlement with brokers, dealers and customers”.

Equity investmenis

Investments include insignificant unconsolidated subsidiaries and associated Group. Investments are
recorded at cost less any provision for impairment.
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Concorde Securities Litd.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
(all amounts In thousands of HUF unless othenvise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
L.eased Asscis

Assets held under leasing arrangements that transfer substantially all the risks and rewards of ownership to
the Group are capitalised. The present value of the related Icase obligations is included in long and short-
term liabilities as appropriate. The interest element of the lease obligations is charged fo the income
statement so as to produce a constant perfodic rate of charge.

Assets held under capital leases are carried at the lower of the present value of the lease obligation and a
fair value of the leased property and are depreciated over their expected useful lives on the same basis as
owned assets, or over the periods of the leases where these are shorter,

Receivables from settlement with brokers, dealers and customers

Receivables from services provided represent fees charged for investment services and other cuslomer
related activitics performed on commission.

The amount of receivables arising from own-account {non-commission) spot or closed futures transactions
carricd out on the exchange and existing at balance sheet date are recorded as reccivables from the
settlement of Budapest Stock Exchange transactions.

The amount of receivables arising from own-account (non-commission) over-the-counter spot or futures
transactions existing at the balance sheet date is recorded as receivables from the settlement of over-the-
counter transactions.

Receivables from clearing-house represent cash amounts transferred to clearing-houses and are recorded as
receivables from clearing-houses within exchange cash account receivables,

Payables from setflement with brokers, dealers and customers

Payables lo customers include funds due to customers on the basis of investment service activitios
performed on commission and liabilities arising from other business activities, including amounts due to
the funds arising from asset management conducted for pension funds.

The amount of liabilitics arising from own-account (non-commission) transactions carried out on the
exchange and existing at the balance shect accounting date are recorded as liabilities arising from the
settlement of Budapest Stock Exchange transactions.

Payables to clearing house include the amount of funds transferred to the exchange cash account of the
investment enterprise by cleating houses under the title of price differences related to futures transactions
catried out on the exchange,

Sceurities sold but not yet purchased

The Group sells sccurities that it does not currenily own and therefore is obligated to purchase such
securities at a future date. These purchase obligations are recorded in the financial statements at the fair
value of the related securities at the end of the reporting period.

Futures contracts

The Group trades futures confracts on Budapest Stock Exchange. These futures contracts are exccuted on
the Budapest Stock Exchange and cash settlement is made on a daily basis for market value movements. At
futures open as at the of reporting period are recorded at thefr fair value based on the market rates actual at
that date.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
Treasury shares

Treasury shares are shares which are purchased on the stock exchange and the over-the-counter market by
the Group and its subsidiarics and are presented in the Consolidated Statement of Financial Position at
acquisition cost as a deduction from Consolidated Sharcholders’ Equity.

Gains and losses on the sale of treasury shares are credited or charged directly to consolidated retained
earnings and rescrves within Consolidated Share holders’ Equity.

Interest income and interest expense

The interest income and expense are recognized in the Consolidated Statement of Recognized Income on an
accrual basis based on the IAS 18 Revenue and IAS 39 Financial Instruments: Recognitions and
Measurement.

Fees and Commissions

Fees and commissions are recognized in the Consolidated Statements of Comprehensive Income on an
accrual basis based on JAS 18 Revenue and IAS 39 Financial Instrunients: Recognitions and Measurement.
Fees and Commissions are recognized using the effective interest method.

Trade and settlement date accounting

Own securities transactions are recognised on the trade date. Gains and losses arising from own securitics
transactions are recorded on a frade datc basis. Customers’ securities transactions are reported on a
settlement date basis with related commission income reported on a trade date basis.

Consolidated Statement of Cash Flows

For the purposes of reporting Consolidated Statement of Cash Flows, cash and cash equivalents include
cash, duec from banks and balances with the National Banks. The unrealized gains and losses from the
translation of monetary items to the closing foreign exchange rates are presented net in the statement of
cash-flows,

Comparative figures

Where necessary, the comparative figures have been reclassified to conform fo changes in presentation, In
current year, there were no significant changes in structure of presentation.

Segment Reporting

The equity instruments or debt of Concorde Securities Ltd. are not traded in a public market so — according
to IFRS 8 Segment Reporting —the Group does not prepare segiment reports,
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Concorde Securities Litd.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2613
(all aniounts in thousands of ITUF unless otherwise stated)

3. CRITICAL ACCOUNTING JUDBGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 2, the directors are
required to make judgments, 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.

Critical judgments in applying accounting policies
Valuation of financial instruments

As described in Note 22, the Group uses valuation techniques at some type of instruments that include
inputs for the asset or liability that are not based on observable market data. The Note 22 provides detailed
information about the key assumptions used in the determination of the fair value of {inancial instruments,
as well as the detailed sensitivity analysis for these assumptions,

The management believes that the chosen valuation techniques and assumptions used are appropriate in
determining the fair value of financial instruments.

Key sources of estimation uncertainty
Impairment of goodwill

Determining whether goedwill is impaired requires an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in use calculation requires the directors to estimate
the future cash flows expected to arise from the cash-generating unit and a suitable discount rate in order to
calculate present value.

Inpairment of receivables

The Group regularly assesses its reccivables for possible impairment. Management determines the
adequacy of the allowances based upon reviews of individual items of receivables, recent loss experience,
current cconomic conditions, the risk characteristics of the various categories and other pertinent factors,
Provisioning involves many uncertainties about the outcome of those risks and requires the management of
the Group to make many subjective judgements in estimating the loss amounts.

Useful lives of property, plants and equipnient
As deseribed at Note 2 above, the Group reviews the cstimated uscful lives of propertly, plant and

equipiment at the end of each reporting period. During the current year, the managements determined that
the useful lives of property, plant and cquipment are not amended.
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For the year ended and as of Deecember 31, 2013
(all amounts in thousands of HUF unless otheriise stated)

4,

Petty Cash
From this
-Client accounts
-Own accounts

Bank accounts
Fron this
-Client accounts
-Own accounts

CASH AND CASH EQUIVALENTS

December December 31,
31,2013 2012
182,131 70,883
177,596 66,541
4,535 4,342
17,448,897 14,496,537
16,961,532 13,775,962
487,365 720,575
17,631,028 14,567,420

Included within cash and current accounts is HUF 17,139,128 thousand (December 31, 2012: HUF
13,842,503 thousand) of client funds for which a corresponding liability is shown in “Settlement
with brokers, dealers and customers”, see Note 10.

RECEIVABLES FROM BROKERS, DEALERS AND CUSTOMERS

Receivables from services provided
Receivables from clearing house
Receivables from the settlement of over-the-counter

Recelvables from trading on the Budapest Stock Exchange

Receivables from loans to customers

Allowance for doubtful receivables

Allowance for doubtful receivables:

Opening Balance (January 1)
Impairment loss recognized

Reversal of impairment loss recognized

Closing Balance (December 31)

December 31,

December 31,

2013 2012
1,535,388 1,774,069
672,887 281,399
89,309 73,817
107,217 265,663
2,405,301 2,394,948
(80,671 (67,511)
2,324,630 2,327,437

December 31,

December 31,

2013 2012
(67,511) (64,373)
(13,160) (3,138)
(80,671) (67,511)




Concorde Sccurities Lid.
Notes to Consolidated Financial Statements

For the year ended and as of December 31, 2013
{all emnounts in thousands of HUI unless othenvise stated)

6. FINANCIAL ASSETS AT FAIR VALUE THROUGI PROFIT OR LOSS

Government bonds
Treasury Bills
Mortgage bonds
Investment funds
Listed shares

Corporate bonds (unlisted)

Held for trading de

rivatives

December 31,

Decemtber 31,

2013 2012
414,479 182,288
1,125,278 418,721
12,585 14,161
31,694 42,890
258,009 338,168
240,326 281,295
2,082,371 1,277,523
398,910 341,106
2,481,281 1,618,629

Tnterest rates and maturity date on government securitics as of December 31, 2013 are as follows:

Discounied Treasury Bills
Discounted Treasury Bills
Government Bonds
Government Bonds

Government Bonds

Accrued income
Debtors
Other tax receivables

2013 Maturity Coupon rate
1,033,204 until July, 2014 - -
between July, 2014
92,074 and December, 2014 ) )
184,294 2014 fixed 4.50%-6.75%
160,659 2015-2017 fixed 2.91%-8.00%
69,526 2018- fixed 5.15%-7.50%
1,539,757 -

Corporate tax receivables
Loan advances to other unconsolidated subsidiaries

Others

OTHER RECEIVABLES AND ACCRUALS

December 31,

December 31,

2013 2012

219,525 68,972
161,272 96,428
4,356 20,664
1,732 53,526

0 497

0 2,181

386,885 242,268
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8.

EQUITY INVESTMENTS

December 31,2013 December 31,2012
baok ovwnership book ovvenership
value % value %

Membership in Budapest Stock Exchange - - - -
Concorde Financial Consulting Ltd. 2,250 75.00% 2,250 75.00%
Eclipse Investment Ltd. 232,943 100.00% 232,943 100.00%
Other long term investments - - - -

235,193 235,193

Other long term investments include investments in Hungarian Govermment Bonds and domestic
and foreign equities, which were bought for investment purposes,

The Group’s unconsolidated subsidiarics at December 31, 2013 are Concorde Financial
Consulting Ltd,, and Eclipse Investment Ltd. Certain financial information as of and for the year
ended December 31, 2013 is set out below. The following condensed information is based on
statutory financial accounting and does not include adjustments to present them in accordance with
IFRS.

Concorde Financial Consuliing Ltd.

2013 2012

{unaudiied) (unaudited)

Total assets 74,833 50,546
Shareholders’ equity 6,000 (¥)3,247
Net income 2,753 247

Eclipse Investment Litd,

2013 2012

(unaudited) {unaudited)

Total assets - 331,215 363,549

Sharcholders * equily 301,887 301,887

Net income 0 64

Total of Equity investments

2013 2012

(unaudited) (unaudited)

Total assets 406,048 414,095
Owners' cquity 307,887 {*)305,134
Net income 2,153 31

(*: corrected data compared to data in audited financial statements for the previous period)
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9,

Furniture,

TANGIBLE AND INTANGIBLE FIXED ASSETS

Intangible Jixtures and . Leasehold Cfmstrucnons Total
assels equipment improvements In progress

Cost:
Januwary 1,2012 1 048,456 1,062,379 120,420 68,888 2,300,143
Additions 94,297 43,326 500 122,191 260,314
Disposals - (43,811) - (191,079 (234,890)
December 31,
2012 1,142,753 1,061,894 120,920 - 2,325,567
Additions 62,157 51,024 - 35,528 {48,709
Disposals (57,810) (4,560) - - (62,370)
December 31,
2013 1,147,100 1,108,358 120,920 35,528 2,411,906
Depreciation
and
amortisation:
January 1, 2012 890,623 831,277 22,573 - 1,744,473
Charge for the
year 75,480 96,516 3,634 - 175,630
Disposals - (28,933) - - (28,933)
December 31,
2012 966,103 $98,860 26,207 - 1,891,170
Charge for the
year 76,834 82,857 4,007 - 163,698
Disposals (24,285) (8,616) - - (32,901)
December 31,
2013 1,018,652 973,101 30,214 - 2,021,967
Net book value:
December 31,
2012 176,650 163,034 94,713 - 434,397
December 31,
2013 128,448 135,257 90,706 35,528 389,939
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10. LIABILITIES WITH BROKERS, DEALERS AND CUSTOMERS AND SHORT TERM
BORROWINGS
December 31, December 31,
2013 2012
Payables to clients 17,139,128 13,842,482
Liabilities from security sale 59,035 90,173
Payables from trading on the Budapest Stock Exchange 182,286 160,809
17,380,449 14,093,464
December 31, December 31,
2013 2012
- Overdrafis in HUF 076,953 1,172,128
- Qverdrafts in EUR 220,829 566,315
- Overdrafls in USD 750,857 322,154
- Overdrafls in TRY 6 -
1,648,645 2,060,597
The balances of short terin borrowings are composed by overdrafls due to banks.
11. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
December 31, December 31,
2013 2012
Held for trading derivatives 384,999 324,013
Short positions - security trading 38,310 45,627
423,309 369,640
12. OTHER LIABILITIES
December 31, December 31
2013 2012
Deferred expenses 127,394 41,819
Personal income tax and social contribution 152,288 99,665
Payables 85,103 58,530
Taxes payable 77,850 6,241
Other 11,498 38,376
454,133 244,637
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13.

14,

SHARE CAPITAL AND RESERVES

The table below sets for the presentation of structure of the ownership:

December 31, 2013 December 31, 2012

Issued Ownership Isswed Ownership

capital rate capital rate
TC Ltd. 300,000% 30.00% 300,000* 30.00%
Dr. Méricz (Gdbor 149,600 14,96% 149,600 14.96%
Eurotipp Ltd. 103,600 10.56% 105,600 10.56%
Blackburn International 99,020 9.90% 99,020 9.90%
Luxembourg
Blackburn International Tid. 99,000 9.90% 99,000 9.90%
Zirich Investments Inc. 99,000 9.90% 99,000 9.90%
Teatime Group Inc. 99,000 9.90% - 0.00%
Répely Kéroly 19,500 1.95% 4,000 0.40%
Kalispera S.A. - 0.00% 99,000 9.90%
Treasury shares - 0.00% 15,500 1.55%
Other 29,280 2.93% 29,230 2.93%
Total shareholders’ equity 1,000,000 100.00% 1,000,000 100.00%

¥ Dividend preferred shares: TC Ltd. 300,000 and others 30,000,
The number of shares issued is 1,000,000 each with a face value of IIUT 925 per share for the year
ended December 31, 2011, During the last period (2012), share capital has been increased from
retaining earnings by 75,000 thHUF. As a result of that at the end of the current peried the number
of shares issued is 1,000,000 each with a face value of HUT 1 thousand per share. In 2013, no
change has occurred.,
Reconciliation of the number of shares outstanding at the beginning and end of the year:

Common shares Dividend preferred shares
Cutstanding Treasury Outstanding Treasury
January I, 2013 654,500 15,560 330,000 0
December 31, 2013 670,600 0 330,000 0

The distributable reserves of Concorde Sccurities Ltd’s under Hungarian regulations were HUF
2,548,350 thousand and HUF 1,704,409 thousand as of December 31, 2012 and December 31,
2012, respectively. Dividends for the year ended December 31, 2013 were declared at the
Company’s Annual General Meeting on March 11, 2014.

In 2009, the balance of statutory reserve of HUF 791,870 thousand was reclassified to retained
carnings and reserves, according to the regulations and accounting policy to the financial
statements in accordance with Hungarfan Accounting Standards. (The statutory reserve was
formerly accounted for based on requirements of Act CXX of 2001 on Capital Market. However,
this requirement has been fallen into abeyance and therefore the statutory reserves unused until
January 1, 2009 shall be reversed during 2009 to retained earnings.)

The shareholder, who has a dividend preferred shares get carlier dividend, than the shareholder,
who has common shares.

TREASURY SHARLES

December 31, 2013 December 31, 2012

Nominal value (Common Shares) - 15,500

Carrying value at acquisition cost - 49,918
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15. REVENURE

Comunissions

Commission on customer stock

Year ended

December 31, 2013

Year ended

December 31, 2012

1,328,458 1,283,283
exchange deals
Trading fees of investment units 259,175 102,164
Trail commission fees of investment 199,659 173,971
funds
Commissions of derivative deals 83,242 52,608
Other commissions 332,368 213,240
2,202,902 1,825,266
Net Revenne on Securities Traded on Propriefary Account
Year ended Year ended

16,

Gains on securities traded on

December 31, 2013

December 31, 2012

o 1,092,583 1,097,112
proprietary account
Loss?s 0.1.1 securities fraded on (163,040) (417,061)
proprietary account
T, - T .
Net revenue on securities traded on 929 543 680,051

proprietary account

Year ended

Year ended

December 31, 2013 December 31, 2012

Government and corporate bonds 709,338 520,610
Treasury Bills 105,891 126,626
Shares 68,709 (15,449)
Futures - (815)
Other 45,605 49,079
029,543 680,051

WAGLES AND SALARIES

Year ended
December 31, 2013

Year ended,
December 31, 2012

Salaries 822,852 742,783
Social insurance contribution 220,098 209,348
Other employee related expenses 85,029 72,290
Other employee related contribution 35,872 29,7131

1,169,851 1,052,158

The number of a full time equivalent staff employed at end of the reporting period was 25 (2012:
95 full time equivalent staff was employed).
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17. GENLERAL AND ADMINISTRATION EXPENSES

Year ended Year ended
December 31,2013 December, 31, 2012

Rental and maintenance fees 372,324 416,038
Depreciation 163,698 175,630
Local tax 72,459 62,056
Bank charges 71,111 56,091
Office supplies 53,100 62,964
Professional fees 40,936 49,535
Travel 27,367 25,216
Marketing 25,293 21,420
Training 4,910 2,749
Insurance fees 4,290 5,352
Membership fees 1,014 2,658
Other 13,015 26,986

849,523 906,695

18. OTHER EXPENSES AND OTHER INCOME

Year ended Year ended

Other expenses December 31,2013 Deeember 31, 2012

Film and charity spensorship 186,921 29,034
Special tax 172,991 172,991
Foreign exchange loss 170,389 183,643
Impairment losses on fixed assets - 57,972
QOther 110,330 118,550

640,631 562,190

Based on the amendment of the act on the special tax of financial institutions approved on 22 July 2010, a
new special financial institution tax was paid by the Group. The total tax amount for the year 2013 and
2012 was HUF 173 million,

Year ended Year ended

Other income December 31, 20103 December 31, 2012
Compensations received 410,000 0
Foreign exchange gain 102,044 91,945
Invoiced costs 64,005 87,303
Gain on fixed assct selling 1,750 772
Qther 102,424 90,559

680,223 279,579

The amount of compensation received (410,000 million HUF) contain a recompense of former transactions
withered due to the default of Lehinan Brothers Holding Inc,
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19. INCOME TAXES

Due to the fact that the Hungarian Government approved a law affected that the income tax rate
will be reduced to 10% from 1 January 2013 the deferred tax shall calculated at 10% for those
temporary differences that are expected to be resulted in taxable amounts or amouats deductable
from the taxable profit afler 2012. However, 19% was used for the calculation of the deferred tax

for every remaining item,

In 2013, there is no change in the tax rate of that: HUF 500 million is taxable with 10%, over that

the effective tax rate is 19% in 2012,

The effective income tax rate varied from the statutory income tax rate due to the following items:

Income tax recognised in profit or loss

Year ended
December 31,

Year ended
December 31,

2013 2012
Current tax expense 40,836 5,709
Deferred (tax benefit) / tax expense {13,119) (4,903)
Total incoine tax expense recognised in the current
year 27,717 806

The income lax expense for the year can be reconciled 1o the accounting profit as follows:

Year ended
December 31,

Year ended
December 31,

2013 2012

Profit before tax 1,078,635 172,112
Income tax expense calculated (2012 & 2013: 19% &
10%(*); 2010: 19% & 10%(*)) 159,940 17,211
Effect of income that is exempt {rom taxation (38,504) {10,437)
Eftcet of f.zxpenses that are not deductible in determining 990 9,752
taxable profit
Effect of previously unrccognised and unused tax losses and
deductible temporary differences now recognised as deferred - -
tax assets
Other permanent differences - treasury shares - (922)

[22,426 15,605
Adjustments — tax credit on film sponsorship 94,709 (14,798)
Income tax expense recognised in profit or loss (relating to 27717 206

coniinuing operations)

(*HUT 500 million is taxable with [0%, over that the effective tax rate is 19%)
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19.  INCOME TAXES [CONTINUED]

Current fax assets and liabilities

Current tax assets
Tax refund reccivable
Current tax liabilities
Income tax payable

Deferred tax assels and liabilities

Financial assets at fair value through
profit and loss

Other Receivables and Prepayments
Financial liabilities at fair value
through profit and loss

Deferred tax assct

Settlement with brokers, dealers and
cusfomers

Financial assets at fair value through
profit and loss

Property, plant and eqipments

Other liabilities and accruals
Provisions

Deferred tax liabilities

Total deferred tax assefs /
(liabilitics}

December 31,
2013

December 31,
2012

1,732

December 31, 2013

53,526

December 31, 2012

Recorded in profit  Recorded in

Recorded in Recorded

or loss OCI profit or loss in OCI

11,529 - .
2,118 - 16,884
42,331 - 36,904
55,978 - 53,848
(52,100) - (38,157)

- - (3,068) -
(6,833) - -
- - (28,437
- - (261)
(58,934) - (69,923)
(2,956) - (16,075)

There is no procedure for final agreement of tax assessiments in Hungary. The tax authorities may
examine the accounting records and revise assessments for up to five years after the period to which they
relate until examinations are finalised. Consequently, the Group and its subsidiaries may be subject to
further assessments in the event of an audit by the tax authoritics. Management anticipates that no
significant tax reassessments will arise from these reviews.
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20,

OFF BALANCE SHEET ITEMS, COMMITMENTS AND CONTINGENCIES

The balance of client’s sccurities is HUF 587,306 million at face value as of December 31, 2013

(December 31, 2012: HUF 196,476 million).

Currency

2013
GBP 1,965,320
AUD 358,110
CZK 4,900
DKK 335
LEUR 1,157,539,979
HKD 132,393
HRK 167,565
ILS 411
IPY 8,632
CAD 1,011,730
CNY -
PLN 1,877,013
HUF 120,490,469,063
NOK 2,489,677
RON 756,722
CHF 46,793
SEK 69
TRY 282,701
Uush 564,902,569

Nominal Value

2012
2,233,161
376,954

6,063

3,659
276,052,379
285,500
167,608

12,300
1,102,302
2,006,959
96,378,745,838
1,231,174
1,818,400
47,324
175,496
82,391,999

Face Value (million HUF)

2013 2012
701 794

69 86
343,685 80,411
4 8

7 6

205 245
134 143
120,490 96,379
88 49

50 119

Ll [1

29 22
121,833 18,203
587,306 196,476

At face value HIUF 543,065 million from these securities are deposited in custody at the Central
Clearing House and Depository Lid, (KELER Ltd.) (December 31, 2012: HUF 163,246 million)

Currency Nominal Value Face Value (million HUF)
2013 2012 2013 2012

GBP 300,010 391,113 107 139
EUR 1,036,931,874 178,248,015 307,875 51,922
JPY 200 200 - -
HUF 120,141,6635,253 95,598,710,148 120,142 95,599
CHF 41,892 42262 0 o
UsbD 532,859,922 70,502,618 114,931 15,576
543,065 163,246

Derivatives (nominal amownt, uniess otherwise stated)

Foreign currency coniracis

Off-balance shect assets

Off-balance sheet liabilities

Net

Fair values of off-balance sheet asscts
Tair values of off-balance sheet liabilities
Net fair values

December 31, December 31,
2013 2012

57,323,622 33,925,219
57,448,064 34,408,572
(124,442) (483,353)
398,909 341,106
384,999 324,013
13,910 17,093
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20,

21,

OFF BALANCE SHOEET ITEMS, COMMITMENTS AND CONTINGENCIES
[CONTINUED]

Foreign currency contraets

Foreign currency contracts are agrecmients to exchange specific amounts of currencies at a specified
rate of exchange, at a spot date (settlement occurs two days after the frade date) or at a forward date
(scttlement occurs more than two days after the trade date). The notional amount of these contracts
does not represent the actual market or credit risk associated with these contracts.

Foreign currency contracts are used by the Group for risk management, trading and liquidity
purposes, The risk management foreign currency contracts of the Group were used to hedge against
credit institutions foreign currency coniracts which are denominated in foreign currency.

RELATED PARTY TRANSACTIONS

The conseclidated statements for the year ended and as of December 31, 2013 (and December 31,
2013) contain the following amounts from the related party transaction,
Consolidated Statement of Financial Positions as of December 31, 2013:
o Other receivables & prepaymenis of the Company due from Concorde Corporate Finance Ltd.
in amount of HUF 4,897 thousand (2013: HUF 0 thousand)
o Trade receivables of the Company due fiom Concorde Corporate Finance Ltd. in amount of
HUF 0 thousand (2012: HUF 497 thousand);
Consolidated Statements of Comprehensive Income for the year ended as of December 31, 2013,
o Intra-group revenue from re-invoiced fees by the Company to Concorde Corporate Finance
Ltd.:
¥ Rental fees; HUF 3,327 thousand (2012: HUF 6,754 thousand)
» Office supplies: HUF 821 thousand (2012: HUF 0 thousand)
» Other general and administration expenses: HUF 570 thousand (2012: HUF 0
thousand}
» Communication: HUF 180 thousand (2012; HUF 0§ thousand)
The amounts from related party transaction were fully eliminated in the consolidated financial
statements.

Compensation of key management personnel

The Company’s sharcholders’ equity contains 330,000 dividend preferred shares (see Note 13).
These instruments can be held only by the actual members of Board of Directors, the Company, its
employecs, and those legal entities which are exclusively owned by the members of Board of
Directors, In the case of potential transfer of dividend preferred shares, pre-emption rights are
granted to the Company and the personnel assigned by the Board of Dircctors. The transaction
price of potential transfer shall be determined based on the data of financial statements of last
quarter-year before the potential transaction.

Dividends on the dividend preferred shares for the year ended December 31, 2013 and December
31, 2012 were declared of HUF 639,210 thousand (HUF 1,937 per share) and of HUF 121,440
thousand (HUF 368 per share), respectively.
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22,

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

A financial instrument is any contract that gives rise to a financial asset of onec entity and a
financial liability or equity instrament of another entity. Financial instruments may result in
certain risks to the Group. The most significant risks the Group faces include:

Credit risk

Financial assets, which potentially subject the Group to concentrations of credit risks consist
principally of cash, short-term investments and accounts receivable. The Group’s cash is primarily
held with major international banks. Short-term investiments are carried at market value and
accounts reccivable are presented net of an allowance for doubtful reccivables. Credit risk with
respect to trade receivables is limited due to dispersion across customers. Accordingly, the
company has no significant concentrations of credit risk.

Market risk

The Group takes an exposure to market risks. Market risks arise from open positions in interest
rate, cutrency and equity products, all of which are exposed to general and specific market
movements. The Group applies a ‘value at risk’ methodology to estimate the market risk of
positions held and the maximum losses expected, based upon a number of assumptions for various
changes in market conditions. The Management Board sets limits on the value of risk that may be
accepted, which is monitored on a daily basis.

The Company laid down its risk management policy, in which counterparty limits, the own
portfolio ratio and loss limits have been set, Management continuously monitors the limits.

Market risle sensitivity analysis

The VaR risk measure estimates the potential loss in pre-taxation profit over a given holding
period for a specified confidence level. The VaR methodology is a statistically defined,
probability-based approach that takes into account market volatilities as well as risk diversification
by recognising offsetling positions and correlations between products and markets. Risks can be
measured consistently across all markets and products, and risk measures can be aggregaled to
arrive at a single risk number. The one-day 99% VaR number used by the Group reflects the 99%
probability that the daily loss will not exceed the reported VaR.

The VaR of the trading portfolio can be suinmarized as follows:

Historical VaR Average (HUF million)
(99%, ane-day) by risk type 2013 2012
Foreign exchange 12.12 11.40
Interest rate 2.36 2.60
Equity instruments 1.95 10.55
Diversification (5.24) (10.74)
Total VaR exposure 11.19 13.81

While VaR captures the Company’s daily exposure to foreign currency and interest rate risk,
sensitivity analysis evaluates the impact of a reasonably possible change in interest or foreign
currency rates over a year. The longer time frame of sensitivity analysis complements VaR and
helps the Group to assess its market risk exposures.

Foreign currency sensitivity analysis

The Group is performing foreign currency sensitivity analysis just for its own forcign currency
positions, The data in following table show the relative (expressed in percentage) and absolute
decrease of HUF value of own foreign currency positions in the case of weakening of EUR and
USD prices compared to HUF (ceteris paribus).
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22,

FINANCIAL INSTRUMENTS AN FINANCIAL RISK MANAGEMENT [CONTINUED]

December 31, December 31,

2013 2012
] Loss on portfolio (%0) 0.73 0.71
5% k R

b Weakening of BUR | on portfolio (HUF million) 25.81 16,52

L tfolio (8 . .
5% Weakening of USD o0ss on portfo 30 (%) Ny 041 0.27
Loss on portfolio (HUF million) 14.39 0.26
Total Loss on portfolio (%) 1.14 0.98
Loss on porifolio (HULF million) 40.20 22,78

Interest rate sensitivity analysis

In order to minimise interest risks, a limit has been set to the proportion of long term government
securities in the company’s own portfolio. In order to reduce interest rate losses, factors affecting
security interest rates {liquidity, vofatility, duration) were also considered when the limits were set
up, and the Company’s portfolio diversification and loss limits per security were set accordingly.
Due to {his policy the Company’s interest risk is considered low.

The sensitivity analyses below have been determined based on the exposure to interest rates for
both derivatives and non-derivative instruments at the balance sheet date. The analysis is prepared
assuming the amount of assets and liabilities outstanding at the balance sheet date were
outstanding for the whole year. The analyses were prepared by assuming only the adversing
interest rate changes. The main assumptions were as follows:

Floating-rate asscts and liabilities were repriced to the modeled benchmark yields at the repricing
dates assuming the unchanged marge compared to the last repricing.

Fixed-rate assets and liabilities were repriced at the contractual maturity date.

Group measures interest rate sensitivity of asset side on a daily basis. The interest rate sensitivity
of assets (so the potential loss in the case of 1% shrinkage of average yiclds on a one-year period)
was HUF 9.52 million and HUF 6.77 million as at Pecember 31, 2013 and December 31, 2012,
respectively.

Equity price sensitivity analysis

The Company has no significant equity instruments held in 2013 and 2012 therefore not exposed
to significant equity price risk.

Counterparty risk

Counterparty limits are determined by the management and are continuously monitored. Private
individual customers can initiate sccurities transactions only when collateral is presented. Limits
of institutional investors are determined based on the risk bearing capacity and the reputation of
the customer. As a result, counterparty risk is considered low.

Leveraged transactions

According to the Company’s Rules on the Conduct of Business Concorde shall permit its clients
with Framework Contracts to make leveraged transactions, The Company shall carry out one
single risk management for the client up to the primary and secondary collateral amount of the
funds and financial instruments kept en the client’s client account.
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22,

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]
Capital management

The primary objective of the capital management of the Group is to ensure the prudent operation,
the entire compliance with the prescriptions of the regulator for a persistent business operation and
maximising the sharcholder value, accompanied by an optimal financing structure.

The capital management of the Group members includes the management and evaluation of the
sharcholders® equity and all material risks to be covered by the capital.

The Group members maintain the capital adequacy required by the regulatory bodies and the
planned risk taking mainly by means of ensuring and developing their profitability.

Capital adequacy

The Group is not subject to the regulations in connection with capital adequacy in accordance with
Hungarian laws and regulations. However, the Company shall consider the capital adequacy rules
defined by the Act CXXXVII of 2007 on investment firms and commodity dealers, and on the
regulations governing their activities. The capital adequacy of the Company is supervised based on
the financial statements data prepaved in accordance with Hungarian Accounting Standards
(“HAS™).

The Company has complied with the regulatory capital requirements in 2013 and in 2012.

funconsolidated data)

2013 2012
Core capital 2,509,773 2,450,197
Supplementary capital - -
Deductions {128,448) {176,496)
Regulatory capital 2,381,325 2,273,701
Credit risk capital requirement (407,981) (353,243)
Market risk capital requirement (599,856) (457,383)
Operational risk capital requirement (480,834) (525,462)
Total eligible regulatory capital (1,488,671} (1,336,089)
Surplus capital 892,654 937,613
Capital adequaey ratio 159.96% 170.18%

Maturity analysis of assets and liabilities and Liquidity risk

As of December 31, 2013, all monetary assets and liabilities mature within one month of the end
of reporting period, with the exception of HUF 17,139,128 thousand (December 31, 2012: HUF
13,842,504 thousand) client funds included in current accounts for which the corrcsponding
liability is stated as part of Settlement with brokers, dealers and customers.

It is presented under the most prudent consideration of maturity dates wherc options or repayment
schedules allow for early repayment possibilities.

The Group enters into derivative transactions for trading purposes, which ordinary require (o have
margin deposits to the partners, when there is an unrealized loss on the market-to-market
valuation. The possible effect of these transactions to the liquidity status is not material as at
December 31, 2013 and December 31, 2012,
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22, FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

December 31, 2013 Within ~ Within 4
Within 3 oncyear yearsand Overd Without .
N . Fotal
month and over 3 over onc years maturity
month year
Assets
Current Assets:
Cash and cash equivalents 17,631,028 - - - - 17,631,028
Settlement with brokers, dealers and 2,324,630 ) ) _ ) 2,324 630

customers

Financial asscts at fair vaue through 330977 373725 230,554 98496 441,529 2481281
profit or foss

Other receivable and accruals 386,885 - - - - 386,885
Total current assets 21,679,520 373,725 230,554 98,496 441,529 22,823,824
Non-current Assets:

Goodwill on acquisition - - - - - -

Equity investiments - - - - 235,193 235,193
Loans to employees - - 19,026 - - 19,026
Tangible and intangible fixed assets - - - 389,939 - 389,939
Deferred tax asscts - i - - - 1
Total non-current assets - 1 19,026 389,939 235,193 644,159
Total asscts 21,679,520 373,726 249,580 488,435 676,722 23,467,983

Liabilitics and Sharcholders’
Equity

Current Liabilities:
Settiement with brokers, dealers and

i 17,380,449 - - - - 17,380,449
customers
Short term borrowings 1,648,645 - - - - 1,648,645
Fii-lancial iiabi[ii.ies at fair value 216,113 147,196 i i i 423,309
{hrough profit or loss
Other liabilities 454,133 - - - - 454,133
Deferred tax liability - 2,956 - . - 2,956
Total liabilities 19,759,340 150,152 - - - 19,909,492
Shareholders’ Equity:
Share capital - - - - 1,000,000 1,000,000
Statutory reserves - - - - - -
Minority interest - - - - 9,991 9,991
Retained earnings - - - - 2,548,500 2,548,500

Treasury shares - - - - - .
Total sharcholders’ cquity - - - 3,558,491 3,558,491

Tolal liabilities and shareholders’
equity
Liquidity excess/(deficiency) 1,920,180 223,574 249,580 488,435 (2,881,769) -

19,759,340 150,152 - - 3,558,491 23,467,983
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22, FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

December 31,2012 Within ~ Within 4
Within 3 one year yearsand Overd Without Total
maonth and over 3 over onc years maturity Tota
month year
Assets
Current Assets:
Cash and cash equivalents 14,567,420 - - - - 14,567,420
Settlement with brokers, dealers and
custoiners 2,327,437 - - - - 2,327,437
Financial assets at fair value through
profit or loss 614,671 192,234 299,488 91,102 421,135 1,618,630
Other receivable and accruals 242 267 - - - - 242,267
Total current assets 17,751,795 192,234 299,488 91,102 421,135 18,755,754
Non-current Assets:
Goodwill on acquisition . - - - - -
Equity investments - - - - 235,194 235,194
Loauns to employees - - 27,896 - - 27,896
Tangible and intangible fixed assets - - - 434,396 - 434,396
Deferred tax assets - 5 - - - 5
Total non-cutrent assets - 5 27,896 434,396 235,194 697,491
Total assets 17,751,795 192,239 327,384 525,498 050,329 19,453,245
Liabilities and Sharcholders’
Equity
Current Liabilities:
Settlement with brokers, dealers and
customers 14,093,464 - - - - 14,093,464
Short term borrowings 2,060,597 - - - - 2,060,597
Financial liabilities at fair value
through profit or loss 318,382 51,258 - - - 369,640
Other liabilities 244,638 - - - - 244,638
Deferred tax lability - 16,080 - - - 16,080
Total liabilities 16,717,081 67,338 - - - 16,784,419
Shareholders’ Equity:
Share capital - - - - 1,000,000 1,000,600
Statutory reserves - - - - - -
Minority interest - - - - 11,008 11,008
Retained earnings - - - - 1,707,737 1,707,737
Treasury shares - - {49919 - - (49,919
Total shareholders’ equity - - (49,919 - 2,718,745 2,668,820

Total liabilitics and sharcholders’
equity 16,717,081 67,338 (49,919 - 2,718,745 19,453,245

Liquidity excess/{deficiency) 1,034,714 124901 377,303 525498 (2,062,416) -
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22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

Fair value measurement

This note provides information about how the Group determines fair values of various financial
assets and financial liabilitics

Some of the Group's financial assets and financial liabilitics are measured at fair value at the end
of each reporting period. The following table gives information about how the fair values of these
financial assets and financial liabilities are determined (in particular, the valuation technique(s)
and inputs used

X C Relationship
Fair Value as al Fair Valuation Significant of
[nstruments 'E':}iu.c technique(s) and Lmotlnjcrv— unobservable
31-Dee- | 31-Dec- ner key input(s) | avie inputs to fair
2013 2012 archy input(s) value
discounted cash
Assels 370,387 326,949 flow model: Future
cash flows are
estimated based on
1) Forcign for\\:ard exchange
currency rales (from
observable forward
swap and «change rates at
forward Level p | SXCHange rates ¢ NIA N/A
) ) the end of the
contracts (see » -
notes 6, 11| Liabilitics 365,897 | 322,709 reporting period)
and 22) and contract
forward rates,
discounted at a ralc
that reflects the
credit risk of various
counterparties.
ign];tl;lclizs(see Assels 28,523 14,157 Quoted bid and ask
Level I | prices in an active N/A N/A
notes 6, 11, | 1 iaitities 19,102 1,304 markel
and 22)
3) Held-for-
trading non-
derivative
financial ted bid nrices i
assets (see Assets 1,792,668 896,465 | Level 1 Quo e id prices N/A N/A
an active market.
note 6 and
22) - listed
debt
sccurities
3) Held-for-
trading non- | Assels 289,703 381,058 | Levell
derivative
financial
asscts (see Quoted bid and ask
nate 6 and Liabilities prices in an active N/A N/A
22) -listed | (shory 38310 | 45627 | Level | | market
equity positions)
securities and
investment
units
Tatal Assels 2,481,281 | 1,618,629
o Liabilitics | 423,309 | 369,640
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22,

FINANCIAL INSTRUMENTS AND FINANCEIAL RISK MANAGEMENT [CONTINUED]

Briefly sumtarized, the fair values of financial assets and tinancial liabilities are determined as
foltows.

o The fair values of financial assets and financial liabilities with standard terms and conditions
and traded on active liquid markets are determined with reference to quoted market prices
{includes listed redeemable notes, bills of exchange, debentures and perpetual notes).

e The fair values of ofher financial assets and financial liabilitics (excluding derivative
instraments) are determined in accordance with generally accepled pricing models based on
discounted cash flow analysis using prices from observable current market transactions and
dealer quotes for similar instruments.

o The fair values of derivative instruments are determined based on quoted prices, or, where
such prices are not available, a discounted cash flow analysis is performed using the
applicable yield curve for the duration of the instruments for non-optional derivatives, and
option pricing models for optional derivatives. Foreign currency forward and swap contracts
are measwed using quoted forward exchange rates and yield curves derived from quoted
interest rates matching maturities of the contracts,
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22, FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINULD]

Fair Value hierarchy of assets and liabilities measured af faiv value through prafit or loss

As at 31 Deeember 2013

Financial asscts at fair value
through profit or loss

~from this: securitics held for
trading

-from this: positive FVA of
derivative financial instruments
designated as held for trading
Securities available-for-sale

Positive FVA of derivative
financial instruments designated
as hedge accounting relationship

Financial assets measured at
fair value total

Short positions - security trading
Negative FVA of derivative
financial instruments designated

as held for trading

Negative FVA of derivative
financial instruments designated
as hedge accounting relationship

Financial liabiliiics measured
at fair value total

As at 31 December 2012

Tinancial assets at fair value
through profit or loss

-from this: securities held for
trading

-from this: positive FVA of
derivative financial instruments
designated as held for trading

Securities available-for-sale

Pasitive FVA of derivative
financial instruments designated
as hedge accounting relationship

Financial assefs measured at
fair value total

Shott positions - security {rading
Negative FVA of derivative
financial instruments designated

as held for trading

Negative FVA of derivative
financial instruments designated
as hedge accounting relationship

Financial liabilities measured
af fair value total

Total Level 1 Level2 Level 3
2,481,281 2,110,894 370,387 -
2,082,371 2,082,371 - -

398,910 28,523 370,387 -
2,481,281 2,110,894 370,387 -
38,310 38,310 - -
384,999 19,101 365,897 -
423,309 57,411 365,897 -

Total Levelt Level2 Leveld
1,618,629 1,291,680 326,949 -
1,277,523 1,277,523 - “

341,106 (114,157 (¥)326,949 -
1,618,629 1,291,680 326,949 -
45,627 45,627 - -
324,013 (*11,304 (¥)322,709 -
369,640 46,931 322,709 -

{(Mcorrection related to futures deals
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23,  FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]
Tfair value of financial instruments earried at amortised cost

The carrying amounts of financial assets and financial liabilitics recognised at amortised cost in the
financial statements approximate their fair values,

At December 31, 2013 and December 31, 2012, the cairying amounts of cash, short-term loans and

accounts rececivable and accounts payable approximated their fair values due to the short-ferm
maturitics of these assels and liabilities.

24,  EVENTS AFTER REPORTING PERICD

No significant events happened after the reporting period that would require an adjustment to these
statements,

25,  APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved by the board of directors and authorised for issue on June
26,2014,

Budapest, June 26, 2014

i : 4
ceanennindaiaa berreariaanaes PRI

Chict Exccutive Officer
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