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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Concorde Securities Ltd.

Opinion

We have audited the consolidated financial statements of Concorde Securities Ltd. and its subsidiaries
(the ,,Group”) for the year 2016 which comprise the consolidated statement of financial position as at
December 31, 2016 - which shows a total assets of HUF 48,308,110 thousand -, and the related
consolidated statement of comprehensive income - which shows a net comprehensive income of HUF
1,308,767 thousand) -, consolidated statement of changes in shareholders’ equity and consolidated
statement of cash flows for the year then ended and notes to the financial statements including a
summary of significant accounting policies. '

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
financial position of the Concorde Securities Ltd. and its subsidiaries as at December 31, 2016 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.

Basis for the opinion

We conducted our audit in accordance with the Hungarian National Standards on Auditing and the
effective Hungarian laws and other regulations on audits. Our responsibilities under these standards are
further described in the "The auditor’s responsibilities for the audit of the consolidated financial
statements" section of our report.

We are independent of the Group in compliance with the Hungarian ethical requirements pertaining to
our audit of the consolidated financial statements, and we have fulfilled our other ethical responsibilities
in accordance with the same ethical requirements.

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

Other information: The consolidated business report

Other information includes the consolidated business report of Concorde Securities Ltd. and its
subsidiaries for 2016. Management is responsible for the preparation of the consolidated business report
in accordance with the relevant provisions of the Act C of 2000 on Accounting (hereinafter: "the
Accounting Act") and other regulations. Our opinion on the consolidated financial statements provided
in the section of our report entitled "Opinion" does not apply to the consolidated business report.

Our responsibility in connection with our audit of the consolidated financial statements is to read the
consolidated business report and, in doing so, consider whether the consolidated business report is
materially inconsistent with the consolidated financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

Furthermore, in accordance with the Accounting Act, our responsibilities regarding the consolidated
business report also include reviewing the consolidated business report to assess whether the



consolidated business report was prepared in accordance with the relevant provisions of the Accounting
Act and other regulations, if any.

In our opinion, the consolidated business report of Concorde Securities Ltd. and its subsidiaries for
2016 corresponds to the consolidated financial statements of Concorde Securities Ltd. and its
subsidiaries for 2016 and the consolidated business report was prepared in accordance with the
provisions of the Accounting Act.

As the Group is not subject to additional requirements under any other regulation in connection with
the consolidated business report, our opinion on the consolidated business report does not include an
opinion under Section 156 (5) h) of the Accounting Act.

In addition to the above, based on the information obtained about the Group and its environment, we
must report on whether we became aware of any material misstatements in the consolidated business
report and, if so, on the nature of such material misstatements. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the 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.

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

Those charged with governance are responsible for overseeing the Group's financial reporting process.
The auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives during the audit are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue, on the basis of the above, an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the
Hungarian National Standards on Auditing will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error, and they are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

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

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group's ability to continue as a going



concern. If we conclude that a material uncertainty exists, we are required to draw attention in
the auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify the opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

e  Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in the
Group's internal control that we identify during the audit.

Budapest, October 5, 2017

Zsuzsanna Szépfalvi
on behalf of Deloitte Auditing and Consulting Ltd
and as a statutory registered auditor

Deloitte Auditing and Consulting Ltd.

1068 Budapest, Dézsa Gyorgy 1t 84/C.
Registration number: 000083

Registration number of statutory registered auditor: 005313



Concorde Securities Ltd.

Consolidated Statement of Financial Position

as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

Assets

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 employees
Tangible and intangible fixed assets
Deferred tax assets
Total non-current assets

Total assets

Liabilities and Shareholders’ Equity

Current Liabilities:

Liabilities to brokers, dealers and customers

Short term borrowings

Financial liabilities at fair value through
profit or loss

Other liabilities

Non-Current Liabilities:
Deferred tax liability

Total liabilities
Shareholders’ Equity:
Share capital

Retained earnings
Treasury shares
Non-controlling interest

Total shareholders’ equity

Total liabilities and shareholders’ equity

Notes December 31, 2016
4 40,422,848
5 2,115,646
6 3,236,865
7 1,757,861
47,533,220
8 247,544
64,924
9 462,410
19 2
774,880
48,308,110
10 39,847,537
10 402,775
11 1,870,457
12 1,487,821
19 16,000
43,624,590
13 1,000,000
3,508,585
14 -
174,925
4,683,510
48,308,110

December 31, 2015

22,596,408
2,599,374

2,515,466
2,848,453

30,559,701

247,544
86,209
491,618
234

825,605

31,385,306

22,466,978
1,049,763

3,122,918
478,392

8,063

27,126,114

1,000,000
3,249,502

9,690

4,259,192

31,385,306

The accompanying notes to consolidated financial statements on pages 9 to 50 form an integral part of these

consolidated financial statements.

Budapest, June 30, 2017

o>~

...........

" Chief Executive Officer




Concorde Securities Ltd.
Consolidated Statement of Comprehensive Income
for the year ended December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

Revenue

Commissions

Gains on securities traded on proprietary

account

Corporate finance activities

Custodianship, safe-keeping and portfolio
management activities

Interest and dividend income from securities

Other income

Total revenue

Expenses

Commission expenses

Losses on securities traded on proprietary
account

Wages and salaries

Communication costs

General and administration expenses
Interest paid

Other expenses

Total expenses

Profit before tax
Income tax expense
Profit for the year

Attributable to:
Equity holders of parent
Non-controlling interest

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

NET PROFIT FOR THE YEAR

NET COMPREHENSIVE INCOME

Notes Year ended Year ended
December 31, December 31,
2016 2015
15 3,731,134 3,582,384
15 817,110 949,538
195,090 116,698
216,503 43,622
313,705 360,351
18 709,737 755,639
5,983,279 5,808,232
(878,426) (606,076)
15 (232,659) (294,853)
16 (1,563,340) (1,467,742)
(287,955) (339,751)
17 (798,872) (897,186)
(138,021) (99,789)
18 (655,001) (803,532)
(4,554,274) (4,508,929)
1,429,005 1,299,303
19 (84,078) (78,581)
1,344,927 1,220,722
1,308,767 1,216,415
36,160 4,307
1,344,927 1,220,722
1,000,000 1,000,000
1,345 1,221
1,308,767 1,216,415
1,308,767 1,216,415

The accompanying notes to consolidated financial statements on pages 9 to 50 form an integral part of these

consolidated financial statements.

Budapest, June 30,2017
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Chief Executive Officer




Concorde Securities Ltd.
Consolidated Statement of Changes in Shareholders’ Equity
for the year ended December 31,2016

(all amounts in thousands of HUF unless otherwise stated)

Total

Stat Non- e
il Retained Total holders’
Share  Treasury tory

Note control-
° Capital shares reserve

Earnings and  Shareholders’ . Equity &
; ling
Reserves Equity Non-
Interest .
controlling

interest

Balance as of
January 1, 13 1,000,000 - - 3,320,814 4,320,814 24,207 4,345,021
2015

Profit for the
year
Reclassifi-
cation
between
earnings and 13 - - - (23,748) (23,748) 23,748 -
non-
controlling
interest :
Dividends paid - - - (1,263,332) (1,263,332) (42,572) (1,305,904)
Repurchase of
share of - - - 647) (647) - (647)
subsidiary
Balance as of
December 31, 13 1,000,000 - - 3,249,502 4,249,502 9,690 4,259,192
2015

- - - 1,216,415 1,216,415 4,307 1,220,722

Pr;g;rfor the - - - 1,308,767 1,308,767 36,160 1,344,927
Acquisition 23 - - - (13,222) (13,222) 134,192 120,970
Reclassifi-
cation
between
earnings 13 - - - (650) (650) 650 -
and non-
controlling
interest
Dividends
paid
Sales of share
of
subsidiary

. - . (1,038,156) (1,038,156) (5,767)  (1,043,923)

2 . - 2,344 2,344 . 2,344

Balance as of
December 31, 13 1,000,000 - - 3,508,585 4,508,585 174,925 4,683,510
2016

The accompanying notes to consolidated financial statements on pages 9 to 50 form an integral part of these consolidated
[financial statements.

Budapest, June 30, 2017 O
..... Tz N S

Chief‘Executive Officer




Concorde Securities Ltd.
Consolidated Statement of Cash Flows
for the year ended December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

Notes Year ended Year ended
December 31, December 31,
2016 2015
Cash flows from operating activities:
Profit before tax 1,429,005 1,299,303
Adjustments for:
Gain on acquisition of subsidiary 23 (37,824) -
Impairment on proprietary accounts - =
Depreciation and amortization 9 158,661 163,274
Impairment / (reversal of impairment) of receivables 5 (7,462) (60,313)
Loss on sale of investments (655) (13,069)
Interest expense 138,021 99,789
Interest income (226,899) (297,884)
Operating profit before working capital changes 1,452,847 1,191,100
L)):cs:rease/(lncrease) in financial assets at fair value through profit and (721,399) 493,031
Decrease/(Increase) in accounts receivable from settlement 491,190 (800,400)
Decrease/(Increase) in accounts receivable and other current assets 1,094,236 (2,337,841)
Increase/(Decrease) in accounts payable from settlement 17,380,559 (4,892,164)
-from this: increase/(decrease) on client accounts 17,367,975 (4,734,621)
-from this: increase/(decrease) on other payables 12,584 (157,543)
Increase/(Decrease) in accounts payable and accruals 1,011,153 (17,400)
irrll(ziria:::/(Decrease) in financial liabilities at fair value through profit (1,252,461) 1,959,842
Cash generated by/(used in) from operations 19,456,125 (4,403,832)
Interest paid (133,266) (111,375)
Interest received 226,436 315,582
Income taxes paid (84,080) (75,791)
Net cash flow provided/(used in) by operating activities 19,465,215 (4,275,416)
Cash flows from investing activities:
Purchase of property, plant and equipment (123,681) (260,569)
Purchase of subsidiary undertakings - (6,150)
Decrease/(Increase) in loans granted to employees 34,285 (587,565)
Net cash (outflow)/inflow on acquisition of subsidiaries 23 123,450 -
Net cash (outflow)/inflow on disposal of subsidiaries - -
Proceeds on sale of property, plant and equipment 15,738 25,618
Net cash flow provided by/(used in) investing activities - o 49,792 (298,666)
Cash flows from financing activities:
Net decrease of short term loans (646,988) (200,176)
Dividends paid to equity holders of parent (1,043,923) (1,305,904)
Dividends paid to non-controlling interest - -
Treasury shares acquired (+) / sold (-) - -
Repurchase of share of subsidiaries 2,344 (647
Net cash flow used in financing activities (1,688,567) (1,506,727)
Net increase/(decrease) in cash and cash equivalents ' 17,826,440 (6,080,809)

The accompanying notes to consolidated financial statements on pages 9 to 50 form an integral part of these

consolidated financial statements.

Budapest, June 30, 2017 ....!"i»’.u'.‘;\.,.f.. SR
' Chief Executive Officer




Concorde Securities Ltd.

Consolidated Statement of Cash Flows
for the year ended December 31,2016

(all amounts in thousands of HUF unless otherwise stated)

(Decrease)/Increase in total cash and cash equivalents
Total Cash and cash equivalents at beginning of year

Total Cash and cash equivalents at end of year

From this

-Client accounts

(Decrease)/Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year — client

-Own accounts
(Decrease)/Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year - own

Year ended Year ended
December 31, December 31,
2016 2015
17,826,440 (6,080,808)
22,596,408 28,677,216
40,422,848 22,596,408
17,367,975 (4,734,621)
22,422,309 27,156,930
39,790,284 22,422,309
458,465 (1,346,187)
174,099 1,520,286
632,564 174,099

The accompanying notes to consolidated financial statements on pages 9 to 50 form an integral part of these

consolidated financial statements.

Budapest, June 30,2017

\

/1 "! y H
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Chief Executive Officer




Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

1. ORGANIZATION AND BASIS OF THE CONSOLIDATED 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 utca 50, Budapest,
and now the Company and its controlled subsidiary (Concorde Corporate Finance Ltd.) are referred to
collectively as the “Group”.

2016 2015
Domestic and foreign private and 100.00% 100.00%
Treésul;y shares 0.00% 0.00%
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 “EU”). IFRS as adopted by the EU do not currently differ from IFRS as issued by the
IASB, except for portfolio hedge accounting under IAS 39 Financial Instruments: Recognition and
Measurement (“IAS 39”) which has not been approved by the EU. As the Group does 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 effect of adopting new and revised International Financial Reporting Standards effective from 1
January 2016

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:

e Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 12 “Disclosure of Interests in Other
Entities” and TAS 28 “Investments in Associates and Joint Ventures” - Investment Entities: Applying the
Consolidation Exception - adopted by the EU on 22 September 2016 (effective for annual periods
beginning on or after 1 January 2016),

e Amendments to IFRS 11 “Joint Arrangements” — Accounting for Acquisitions of Interests in Joint
Operations - adopted by the EU on 24 November 2015 (effective for annual periods beginning on or
after 1 January 2016),

e Amendments to IAS 1 “Presentation of Financial Statements” - Disclosure Initiative - adopted by the
EU on 18 December 2015 (effective for annual periods beginning on or after 1 January 2016),

e  Amendments to IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible Assets” - Clarification
of Acceptable Methods of Depreciation and Amortisation - adopted by the EU on 2 December 2015
(effective for annual periods beginning on or after 1 January 2016),

e  Amendments to IAS 16 “Property, Plant and Equipment” and IAS 41 “Agriculture” - Bearer Plants -
adopted by the EU on 23 November 2015 (effective for annual periods beginning on or after 1 January
2016),

e  Amendments to [AS 19 “Employee Benefits” - Defined Benefit Plans: Employee Contributions - adopted
by the EU on 17 December 2014 (effective for annual periods beginning on or after 1 February 2015),




Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

1. ORGANIZATION AND BASIS OF THE CONSOLIDATED FINANCIAL STATEMENTS
[CONTINUED]

e Amendments to IAS 27 “Separate Financial Statements” - Equity Method in Separate Financial
Statements - adopted by the EU on 18 December 2015 (effective for annual periods beginning on or after
1 January 2016),

e Amendments to various standards “Improvements to IFRSs (cycle 2010-2012)” resulting from the
annual improvement project of IFRS (IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38)
primarily with a view to removing inconsistencies and clarifying wording - adopted by the EU on 17
December 2014 (amendments are to be applied for annual periods beginning on or after 1 February
2015),

e Amendments to various standards “Improvements to IFRSs (cycle 2012-2014)” resulting from the
annual improvement project of IFRS (IFRS 5, IFRS 7, IAS 19 and IAS 34) primarily with a view to
removing inconsistencies and clarifying wording - adopted by the EU on 15 December 2015
(amendments are to be applied for annual periods beginning on or after 1 January 2016).

The adoption of these amendments to the existing standards has not led to any changes in the Group’s
accounting policies. '

The new and revised Standards and Interpretations issued by IASB and adopted by the EU but not yet
effective

At the date of authorisation of these financial statements the following standards, amendments to the existing

standards and interpretations issued by IASB and adopted by the EU were in issue but not yet effective:

e IFRS 9 “Financial Instruments” - adopted by the EU on 22 November 2016 (effective for annual periods
beginning on or after 1 January 2018),

e IFRS 15 “Revenue from Contracts with Customers” and amendments to IFRS 15 “Effective date of [FRS
15” - adopted by the EU on 22 September 2016 (effective for annual periods beginning on or after 1
January 2018).

The adoption of the above presented new Standards would have no significant impact on the separate

financial statements.

The standards and Interpretations issued by IASB, but not yet adopted by the EU

At the date of authorisation of these financial statements the following standards, amendments to the existing

standards and interpretations issued by IASB, but not yet adopted by the EU:

e IFRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or after 1 January
2016) - the European Commission has decided not to launch the endorsement process of this interim
standard and to wait for the final standard,

IFRS 16 “Leases” (effective for annual periods beginning on or after 1 January 2019),

IFRS 17 “Insurance Contracts” (effective for annual periods beginning on or after 1 January 2021),
Amendments to IFRS 2 “Share-based Payment” - Classification and Measurement of Share-based
Payment Transactions (effective for annual periods beginning on or after 1 January 2018),

e Amendments to IFRS 4 “Insurance Contracts” - Applying IFRS 9 Financial Instruments with IFRS 4
Insurance Contracts (effective for annual periods beginning on or after 1 January 2018 or when IFRS
9 “Financial Instruments” is applied first time), '

e Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in Associates
and Joint Ventures” - Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture and further amendments (effective date deferred indefinitely until the research project on the
equity method has been concluded),

e Amendments to IFRS 15 “Revenue from Contracts with Customers” - Clarifications to IFRS 15
Revenue from Contracts with Customers (effective for annual periods beginning on or after 1 January
2018),

e Amendments to IAS 7 “Statement of Cash Flows™ - Disclosure Initiative (effective for annual periods
beginning on or after 1 January 2017), ‘

10



Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

1.

ORGANIZATION AND BASIS OF THE CONSOLIDATED FINANCIAL STATEMENTS

[CONTINUED]

Amendments to IAS 12 “Income Taxes” - Recognition of Deferred Tax Assets for Unrealised Losses
(effective for annual periods beginning on or after 1 January 2017),

Amendments to IAS 40 “Investment Property” - Transfers of Investment Property (effective for annual
periods beginning on or after 1 January 2018),"

Amendments to various standards “Improvements to IFRSs (cycle 2014-2016)” resulting from the
annual improvement project of IFRS (IFRS 1, IFRS 12 and IAS 28) primarily with a view to removing
inconsistencies and clarifying wording (amendments to IFRS 12 are to be applied for annual periods
beginning on or after 1 January 2017 and amendments to IFRS 1 and IAS 28 are to be applied for annual
periods beginning on or after 1 January 2018),

IFRIC 22 “Foreign Currency Transactions and Advance Consideration” (effective for annual periods
beginning on or after 1 January 2018),

IFRIC 23 “Uncertainty over Income Tax Treatments” (effective for annual periods beginning on or
after 1 January 2019).

The adoption of these new standards and amendments to the existing standards will have no material impact
on the consolidated financial statements of the Group in the period of initial application.

Hedge accounting for a portfolio of financial assets and liabilities whose principles have not been adopted
by the EU remains unregulated.

According to the Group’s estimates, the application of hedge accounting to a portfolio of financial assets or
liabilities pursuant to IAS 39: “Financial Instruments: Recognition and Measurement” would not
significantly impact the financial statements, if applied as at the end of reporting period.

11



Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless 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 IFRSs.

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
consider those characteristics when pricing the asset or liability at the measurement date.

In these consolidated financial statements, fair value for measurement and/or disclosure purposes 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 17 Leases, and measurements that have some similarities
to fair value but are not fair value, such as net realizable value in IAS 2 Inventories or value in use in /AS 36
Impairment of Assets.

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

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

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e 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 assets and liabilities 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 estimates that could have a material impact on future financial
statements.

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 entities
(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 policies of an entity so as to obtain benefits
from its activities.

12



Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(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, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the Group. All intra-group transactions, 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-controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries.
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 attributed 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 (ii) the previous carrying amount of the assets (including goodwill), and liabilities
of the subsidiary and any non-controlling interests. When assets 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.e.
reclassified to profit or loss or transferred directly to retained earnings as specified by applicable IFRSs). 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 entity.

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 method. 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 liabilities assumed are recognised at their fair
value, except that:

e deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrangements are
recognised and measured in accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits
respectively;

e liabilities or equity instruments related to share-based payment arrangements of the acquiree or share-
based payment arrangements of the Group entered into to replace share-based payment arrangements of
the acquiree are measured in accordance with IFRS 2 Share-based Payment at the acquisition date; and

e assets (or disposal groups) that are classified as held for sale in accordance with /FRS 5 Non-current
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.
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Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts 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
liabilities assumed. If, after reassessment, the net of the acquisition-date amounts of the identifiable assets
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 are 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 assets.
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 recognised 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 purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating 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 need on goodwill
based on the strategic factors and financial data of its cash-generating units.

Negative goodwill, when the interest of the acquirer in the net fair value of the acquired identifiable net assets
exceeds the cost of the business combination, is recognised 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 Securities Ltd. and

two controlled subsidiary as of December 31, 2016 and December 31, 2015. The effects of all material
intragroup balances and transactions are eliminated.
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Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

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, 2016

Group
Group Ownership Brief description of activities
Concorde Corporate Finance Ltd. 86.79% Corporate finance
Accorde Fund Management Ltd. 50.00% Fund Management
As at December 31, 2015

Group
Group Ownership Brief description of activities
Concorde Corporate Finance Ltd. © - 81.99% Corporate finance

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, 2016 and December 31, 2015 there -are some subsidiaries in which the Group 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 2016 and 2015.

As at December 31, 2016

Group’s
Group Ownership Brief description of activities
Concorde Financial Consulting Ltd. 100.00% facility management
Eclipse Investment Ltd. 100.00% property management
Concorde Fiduciary Asset Management Ltd. 100.00% asset management
Concorde MB Partners Ltd. 45.50% advisory services
As at December 31, 2015

Group’s
Group Ownership Brief description of activities
Concorde Financial Consulting Ltd. 75.00% facility management
Eclipse Investment Ltd. 100.00% property management
Concorde Fiduciary Asset Management Ltd. 100.00% asset management
Concorde MB Partners Ltd. 45.50% advisory services




Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
Revenue recognition

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

Specifically, the revenue recognition follows the following rules:

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

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

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

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

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

e 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 accrued on a
time basis, by reference to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts estimated future cash payments or receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial recognition.

Foreign currencies

In preparing the financial statements of each individual entity of the Group, transactions in currencies other
than the entity’s functional currency (“foreign currencies”) are recognised at the rates of exchange prevailing
at the dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies 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

e 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 adjustment
to interest costs on those foreign currency borrowings;

e exchange differences on transactions entered into in order to hedge certain foreign currency risks; and

e exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely 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 currencies are translated into HUF at the rate of exchange prevailing at the date of the
transaction. Assets and liabilities denominated in foreign currencies at the end of the reporting period are
translated into HUF 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 tax

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 are
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 Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in
the consolidated financial statements and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities 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 liabilities 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
near future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are 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 near 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 to 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 settle 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 are also
recognised in other comprehensive income or directly in equity respectively.

Property, 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
less their residual values over their useful lives, using the straight-line method:

Property rights TR 6 years
Acquired clients 15 years
Leasehold improvements 33 years
Software . 3 years
Machinery and equipment 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 Securiﬁes Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

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

The carrying 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 estimated 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
asset. 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-generating unit exceeds its 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 to 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 highly probable that the Group will be required to settle the obligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle 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).

Financial instruments

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

Financial assets and financial liabilities 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 financial 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 liabilities, 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 payments or 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 shorter period, to the net carrying amount on initial
recognition.

Income/expenses are recognised on an effective interest basis for financial instruments other than those
financial assets/liabilities classified as at fair value through profit or loss.
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Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
Financial assets

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 period established by regulation or convention in the
marketplace.

The Group classifies its securities into the following categories: financial assets at fair value through profit
or loss, held-to-maturity and available-for-sale. Trading securities that are acquired principally for 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 securities consist of debt securities and other securities. Debt securities include Hungarian
Government Bonds, Treasury Bills, Mortgage Bonds and Corporate Bonds. Other securities 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 securities 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 determined for an asset held or liability to be issued is
usually the current bid price and, for an asset to be acqulred 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 appropriate.

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

Financial assets, other than those at FVTPL, are 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 events that occurred after the initial recognition of the financial asset, the estimated
future cash flows discounted at the financial asset’s original effective interest rate of the investment have
been affected.

For financial assets carried at amortised cost, the amount of the impairment loss 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 financial asset, 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 Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(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 received is recorded in Liabilities.
Conversely, debt or equity securities purchased under a commitment to resell are not recognized in the
Statement of Financial Position and the consideration paid is recorded in Assets. 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 securities because
believes that the transferor retains substantially all the risks and rewards of the ownership of the securities.
Only a financial liability or financial receivable is recognised for the consideration amount.

Financial liabilities and equity instruments

Debt and equity instruments issued by an entity of the Group are classified either as 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 entity after deducting
all of its liabilities. Equity instruments issued by a group entity are recognised at the proceeds received, net
of direct issue costs

Financial liabilities are 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 effective 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 2016 and 2015.

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 investments

Investments include insignificant unconsolidated. subsidiaries and associated Group. Investments are
recorded at cost less any provision for impairment.
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Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED]
Leased Assets

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 lease obligations is included in long and short-
term liabilities as appropriate. The interest element of the lease obligations is charged to the income statement
to produce a constant periodic 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 customer related
activities performed on commission.

The amount of receivables arising from own-account (non-commission) spot or closed futures transactions
carried out on the exchange and existing at balance sheet date are recorded as receivables 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.

Receivables from settlement with brokers, dealers and, customers are measured at amortised cost.
Payables from settlement with brokers, dealers and customers

Payables to customers include funds due to customers based on investment service activities 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 liabilities arising from own-account (non-commission) transactions carried out on the
exchange and existing at the balance sheet 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 clearing houses under the title of price differences related to futures transactions
carried out on the exchange.

Payables from settlement with brokers, dealers and customers are measured at amortised cost.

Derivatives

The Group sells securities that it does not currently own and therefore is obliged to purchase such securities
at a future date. These purchase obligations (as derivatives) are recorded in the financial statements
considering the fair value of the related securities at the end of the reporting period.

Futures contracts

The Group trades futures contracts on Budapest Stock Exchange. These futures contracts are executed on the
Budapest Stock Exchange and cash settlement is made on a daily basis for market value movements. At
futures open as at the end of reporting period are recorded at their fair value based on the market rates actual
at that date.
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Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

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 subsidiaries and are presented in the Consolidated Statement of Financial Position at
acquisition cost as a deduction from Consolidated Shareholders’ Equity.

Gains and losses on the sale of treasury shares are credited or charged directly to consolidated retained
earnings and reserves 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 I4S I8 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 /4S 18 Revenue and IAS 39 Financial Instruments: 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 securities
transactions are recorded on a trade date 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,
due 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 to 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 segment reports.
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Concorde Securities Ltd.
Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

3. CRITICAL ACCOUNTING JUDGEMENTS 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 financial 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 goodwill 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.

Impairment of receivables

The Group regularly assesses its receivables for possible impairment. Management determines the adequacy
of the allowances based upon reviews of individual items of receivables, recent loss experience, current
economic 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 equipment
As described at Note 2 above, the Group reviews the estimated useful lives of property, plant and equipment

at the end of each reporting period. During the current year, the managements determined that the useful lives
of property, plant and equipment are not amended.
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Concorde Securities Ltd.

Notes to Consolidated Financial Statements
For the year ended and as of December 31, 2016

(all amounts in thousands of HUF unless otherwise stated)

4. CASH AND CASH EQUIVALENTS

Petty Cash
From this
-Client accounts
-Own accounts

Bank accounts
From this
-Client accounts
-Own accounts

December December 31,
31,2016 2015
51,960 44,571
46,859 39,302
5,101 5,269
40,370,888 22,551,837
39,743,425 22,383,008
627,463 168,829
40,422,848 22,596,408

Included within cash and current accounts is HUF 40,422,848 thousand (December 31, 2015: HUF
22,596,408 thousand) of client funds for which a corresponding liability is shown in “Settlement with brokers,

dealers and customers”, see Note 10.

5. RECEIVABLES FROM BROKERS, DEALERS AND CUSTOMERS

Receivables from services provided
Receivables from clearing house
Receivables from trading on the Budapest Stock Exchange

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,
2016 2015
185,845 950,496
1,774,730 1,622,870
169,818 48,217
2,130,393 2,621,583
(14,747) (22,209)
2,115,646 2,599,374

December 31,

December 31,

2016 2015
(22,209) (82,522)
7,462 60,313
(14,747) (22,209)
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FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

December 31,

December 31,

2016 2015
Government bonds 489,861 559,631
Treasury Bills 897,343 926,012
Mortgage bonds 150 58,563
Investment funds - -
Listed shares 192,861 447,916
Corporate bonds (unlisted) 258,271 189, 373

1,838,486 2,181,495
Held for trading derivatives 1,398,379 333,971

3,236,865 2,515,466

Interest rates and maturity dates on government securities as of December 31, 2016 are as follows:

December Maturity Coupon rate
31,2016
Interest-bearing Treasury Bills - until July 2017
. . between July 2017

Interest-bearing Treasury Bills - and December, 2017
Discounted Treasury Bills 552,699 until July, 2017 - -

. ' between July, 2017
Discounted Treasury Bills 344,644 and Decergber, 2017 - -
Government Bonds 103,596 2017 fixed 3.75%-5.50%
Government Bonds 373,816 2018-2020 fixed 4.00%-6.75%
Government Bonds 12,449 2021- fixed 0.00%-7.50%

1,387,204
7+ OTHER RECEIVABLES AND ACCRUALS

December 31,

December 31,

2016 2015
Accrued income 1,334,888 2,536,272
Debtors 358,385 234,453
Other tax receivables 1 3,930
Corporate tax receivables 64,587 73,798
1,757,861 2,848,453
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8.

EQUITY INVESTMENTS

December 31,2016

December 31,2015

book  ownership book ownership
value % value %
Concorde Financial Consulting Ltd. 3,451 75.00% 3,451 75.00%
Eclipse Investment Ltd. 232,943  100.00% 232,943 100.00%
Concorde Fiduciary Asset Management Ltd. 5,000 100.00% 5,000 100.00%
Concorde MB Partners Ltd. 6,150 45.50% 6,150 45.50%
247,544 247,544

The Group’s unconsolidated subsidiaries at December 31, 2016 are Concorde Financial Consulting
Ltd., Eclipse Investment Ltd. and Concorde Fiduciary Asset Management Ltd. Certain financial
information as of and for the year ended December 31, 2016 and December 31, 2015 are 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 Consulting Ltd.

2016 2015
(unaudited) (unaudited)
Total assets 5,710 5,747
Shareholders' equity 5,710 5,722
Net income -11 180
Eclipse Investment Ltd.
2016 2015
(unaudited) (unaudited)
Total assets 305,156 352,183
Shareholders ' equity 302,224 296,302
Net income 5,922 0
Concorde Fiduciary Asset Management Ltd.
2016 2015
(unaudited) (unaudited)
Total assets 4,891 4,948
Owners' equity 4,891 5,000
Net income -57 (20)
Concorde MB Partners Ltd.
2016 2015
(unaudited) (unaudited)
Total assets 132,633 42,038
Owners' equity 101,413 31,436
Net income 69,977 19,810
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EQUITY INVESTMENTS [CONTINUED]

Total of Equity investments

2016 2015

(unaudited) (unaudited)

Total assets 448,390 404,916
Owners' equity 414,238 338,460
Net income 75,831 19,970
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9.

Cost:
January 1, 2015
Additions

Disposals
December 31,
2015
Additions

Disposals
Aquisition
through business
combination

December 31,
2016

Depreciation
and
amortisation:
January 1, 2015
Charge for the
year

Disposals
December 31,
2015

Charge for the
year

Disposals
Aquisition
through business
combination

December 31,
2016

Net book value:

December 31,
2015

December 31,
2016

TANGIBLE AND INTANGIBLE FIXED ASSETS

. Furniture, .
Intangible e Leasehold Clonstructlons Total
assets 5 improvements in progress
equipment

1,202,890 1,200,316 120,920 32,589 2,556,715
127,437 131,814 = 1,620 260,871
(316) (88,359) = = (88,675)
1,330,011 1,243,771 120,920 34,209 2,728,911
80,014 48,965 507 118,936 248,422
(2,446) (31,965) (892) (118,936) (154,239)
18,142 2,014 - - 20,156
1,425,721 1,262,785 120,535 34,209 2,843,250
1,094,660 1,020,300 34,883 - 2,149,843
76,823 81,811 - 4,640 163,274
14 (75,809) - - (75,823)
1,171,469 1,026,302 34,883 4,640 2,237,294
81,530 72,451 4,680 = 158,661
(2,446) (14,689) (892) = (18,027)
1,970 942 s 2,912
1,252,523 1,085,006 38,671 4,640 2,380,840
158,542 217,469 86,037 29,569 491,617
173,198 177,789 81,864 29,569 462,410
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10. LIABILITIES WITH BROKERS, DEALERS AND CUSTOMERS AND SHORT TERM

BORROWINGS

Payables to clients

Liabilities from security sale
Payables from trading on the Budapest Stock Exchange

- Overdrafts in HUF
- Overdrafts in EUR
- Overdrafts in USD
- Overdrafts in TRY

The balances of short-term borrowings are composed by overdrafts due to banks.

December 31,

December 31,

2016 2015

39,790,284 22,422,309
57,253 44,669

39,847,537 22,466,978

December 31,

December 31,

2016 2015
1 121,740
188,215 597,754
214,559 330,262
- 6
402,775 1,049,763

11. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

Short positions - security trading

Held for trading derivatives

12. OTHER LIABILITIES

Deferred expenses

Personal income tax and social contribution

Payables
Taxes payable
Other

December 31,

December 31,

2016 2015
484,521 2,781,241

1,385,936 341,677

1,870,457 3,122,918

December 31,

December 31

2016 2015
3,846 157
1,209,569 235,016
147,912 109,938
123,233 128,489
3,261 4,792
1,487,821 478,392
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13.

14.

SHARE CAPITAL AND RESERVES

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

December 31, 2016 December 31,2015

Issued Ownership Issued Ownership

capital rate capital rate
TC Ltd. 300,000 30.00% 300,000 30.00%
Dr. Méricz Gabor 149,600 14.96% 149,600 14.96%
Eurotipp Ltd. 105,600 10.56% 105,600 10.56%
S 99,020 9.90% 99,020 9.90%
Luxembourg
Blackburn International Ltd. 99,000 9.90% 99,000 9.90%
Ziirich Investments Inc. 99,000 9.90% 99,000 9.90%
Teatime Group Inc. 99,000 9.90% 99,000 9.90%
Régely Karoly 23,500 2.35% 19,500 1.95%
Other 25,280 2.53% 29,280 2.93%
Total shareholders’ equity 1,000,000 100.00% 1,000,000 100.00%

Reconciliation of the number of shares outstanding at the beginning and end of the year:

Common shares Dividend preferred shares

Outstanding Treasury Outstanding Treasury
January 1, 2016 670,000 0 330,000 0
December 31, 2016 670,000 0 330,000 0

The distributable reserves of Concorde Securities Ltd.’s under Hungarian regulations were HUF
3.385.746 thousand and HUF 3.231.348 thousand as of December 31, 2016 and December 31,2015,
respectively. Dividends for the year ended December 31, 2016 and December 31, 2015 were
declared at the Company’s Annual General Meeting on April 3, 2017 and March 29, 2016,
respectively.

In 2009, the balance of statutory reserve of HUF 791,870 thousand was reclassified to retained
earnings and reserves, according to the regulations and accounting policy to the financial statements
in accordance with Hungarian 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.)

TREASURY SHARES

' December 31, 2016 December 31, 2015

Nominal value (Common Shares) - -

Carrying value at acquisition cost - -
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15. REVENUE

Commissions
Year ended Year ended
December 31, 2016 December 31, 2015
S:g}r:;x;ligzigzacl)s customer stock 1,957,203 1,703,947
Trading fees of investment units 284,405 368,961
gurrell(lilscommwswn fees of investment 309,924 447702
Commissions of derivative deals 137,352 151,893
Other commissions 1,042,250 909,881
3,731,134 3,582,384

Other commissions shows significant increase in aspect of GFT trade commissions and other stock-based

fees.

Net Revenue on Securities Traded on Proprietary Account

Year ended Year ended
December 31, 2016 December 31, 2015

Gains on‘securltles traded on 817,110 949,538
proprietary account

Losses on securities traded on (232,659) (294,853)
proprietary account

Net revenue on securities traded on 584,451 654,685
proprietary account

Year ended Year ended
December 31, 2016 December 31, 2015

Government and corporate bonds 435,154 374,029

Treasury Bills 38,176 195,771

Shares 60,914 22,186

Other 50,207 62,699

584,451 654,685
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15. REVENUE [CONTINUED]

Commission Fee Income

Net gains/(losses) on financial assets or financial
liabilities at fair value through profit or loss

Total interest income on financial assets
(calculated using the effective interest rate)

Interest income on impaired financial assets

The amount of any impairment loss for each class
of financial asset

Commission Fee Expenses
Total interest expenses on financial liabilities
(calculated using the effective interest rate)

Year ended
December 31, 2016

Year ended
December 31, 2015

3,731,134 3,582,384
486,970 630,793
324,318 322,321

4,542,422 4,535,499
878,426 606,076
138,021 99,789

1,016,447 705,865
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16. WAGES AND SALARIES

Year ended Year ended,
December 31, 2016 December 31, 2015
Salaries 1,096,987 1,006,380
Social insurance contribution 313,488 292,323
Other employee related expenses , 33,672 38,682
Other employee related contribution 119,193 130,355
1,563,340 1,467,742

The number of a full time equivalent staff employed at end of the reporting period was 105 (2015: 104 full
time equivalent staff was employed).

17. GENERAL AND ADMINISTRATION EXPENSES

Year ended Year ended
December 31,2016 December, 31, 2015

IT and other general administration expenses 144,889 243,841
Depreciation 155,669 171,655
Local tax 104,835 99,616
Rental and maintenance fees W 107,495 104,339
Professional fees 90,780 90,682
Bank charges 28,266 80,294
Office supplies 70,379 43,671
Travel 49,183 31,787
Marketing 30,495 18,060
Training 6,454 6,177
Insurance fees 8,445 5,772
Membership fees g 1,982 1,292

798,872 897,186
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18. OTHER EXPENSES AND OTHER INCOME

Year ended Year ended

Other expenses December 31, 2016 December 31, 2015
Film and charity sponsorship ‘ 113,562 209,334
Special tax 172,991 172,991
Foreign exchange loss 91,312 248,457
BEVA fee 169,250 -
Other 107,886 172,750

655,001 803,532

Based on the amendment of the act on the special tax of financial institutions approved on 22 July 2010, a
special financial institution tax was paid by the Group. The total tax amount for the year 2016 and 2015 was

HUF 173 million.

Year ended Year ended

Other income December 31, 2016 December 31, 2015
Compensations received 206,624 -
Foreign exchange gain 143,751 356,255
Invoiced costs 12,962 78,890
Gain on fixed asset selling 17,438 25,618
Invoiced BEVA fee 162,905 -
Other 166,057 294,876

709,737 755,639

Invoiced BEVA fee consist of intermediated amount of charged BEVA fee.
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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 amounts deductable from the taxable profit after 2012.

However, 19% was used for the calculation of the deferred tax for every remaining item.

In 2015 and 2016, 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%. From 2017, the tax rate will be changed from [10%,19%] to 9% (effective date:

1 January 2017).

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 Year ended
December 31, December 31,
2016 2015
Current tax expense 75,909 59,835
Deferred tax expense / (tax benefit) 8,169 18,746
Total income tax expense recognised in thg . 84.078 78,581
current year
The income tax expense for the year can be reconciled to the accounting profit as follows:
Year ended Year ended
December 31, December 31,
2016 2015
Profit before tax 1,429,024 1,299,303
Income tax expense calculated (19% & 10%(*)) 212,306 201,868
Effect of income that is exempt from taxation (29,722) (14,329)
Effect of expenses that are not deductible in determining
taxable profit 3,383 20,969
Effect of previously unrecognised and unused tax losses and
deductible temporary differences now recognised as deferred - -
tax assets
Effect on deferred tax (3,294) -
Other permanent differences - treasury shares - -
182,673 208,508
Adjustments — tax credit on film & sport sponsorship (98,595) (129,927)
Income tax expense recognised in profit or loss (relating to 84.078 78,581

continuing operations)

(*HUF 500 million is taxable with 10%, over that the effective tax rate is 19%)
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19. INCOME TAXES [CONTINUED]
Current tax assets and liabilities

December 31, December 31,
2016 2015

Current tax assets

Tax refund receivable 64,587 73,798
Current tax liabilities

Income tax payable - -

Deferred tax assets and liabilities

December 31, 2016 December 31, 2015
Recorded in profit Recorded in Recorded in Recorded
or loss OCI profit or loss in OCI
Financial assets at fair value through ) ) 22,074
profit and loss
Other Receivables and Prepayments 1,147 - -
Financial liabilities at fair value
through profit and loss 124,322 ) el
Deferred tax asset 125,470 - 425,326
Fiancial assets at fair value through ) ) )
profit and loss
Settlement with brokers, dealers and (37.799) ) (74,071)
customers
Financial assets at fair value through ;
profit and loss (65:243) ) )
Property, plant and equipment (5,426) - (9,642)
Other liabilities and accruals - - -
Other receivables and prepayments - (349,442)
Provisions = . -
Development Reserve (9,000) - =
Deferred tax liabilities (141,468) - (433,155)
Total deferred tax assets / (15,998) ) (7,829)

(liabilities), net

There is no procedure for final agreement of tax assessments 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 authorities. 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 securities is HUF 699,011 million at face value as of December 31, 2016

(2015: (*)HUF 2,395,478 million).

Nominal Value

Face Value (million HUF)

Currency 2016 2015 2016 2015
GBP 6,109,572 8,181,283 2,209 3,477
AUD 524,014 456,636 111 96
CZK 5,496 7,478 0 0
DKK 28,242 22,895 1 1
EUR 888,982,976 3,649,283,495 276,491 1,142,664
HKD 12,765 93,143 0 3
HRK 244312 236,926 10 10
JPY 4,150 5,778 0 0
CAD 1,026,652 1,329,827 224 275
PLN 1,022,707 991,872 72 73
HUF 154,205,823,391 167,161,242,817 154,206 167,161
NOK 530,626 1,330,558 18 43
RUB 101,056,000 - 483 e
RON 8,432,137 2,524,188 578 175
CHF 53,808 47,946 16 14
SEK 358,726 155,069 12 5
SGD 134,667 140,667 27 29
TRY 1,918,096 3,455,796 160 338
USD 900,243,315 3,771,813,787 264,392 1,081,115
699,011 2,395,478

At face value HUF 655,962 million from these securities are deposited in custody at the Central
Clearing House and Depository Ltd. (KELER Ltd.) (2015: HUF 2,328,752 million).

C Nominal Value Face Value (million HUF)
urrency
2016 2015 2016 2015
GBP 300,042 300,010 109 127
EUR 811,896,148 3,495,324,106 252,516 1,094,456
JPY 200 200 0 0
HUF 153,856,260,619 166,730,709,395 153,856 166,731
NOK 0 1,000,000 0 33
CHF 41,892 41,892 12 12
USD 849,430,419 3,723,942,729 249,469 1,067,394
655,962 2,328,752

Derivatives (nominal amount, unless otherwise stated)

Foreign currency contracts December 31, December 31,

2016 2015
Off-balance sheet assets 147,005,415 54,627,912
Off-balance sheet liabilities 145,908,434 54,526,535
Net 1,096,981 101,376
Fair values of off-balance sheet assets 1,398,379 333,971
Fair values of off-balance sheet liabilities 1,385,936 341,677
Net fair values 12,443 (7,706)
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20.

OFF BALANCE SHEET ITEMS, COMMITMENTS AND CONTINGENCIES

[CONTINUED]

21.

Foreign currency contracts

Foreign currency contracts are agreements to exchange specific amounts of currencies at a specified
rate of exchange, at a spot date (settlement occurs two days after the trade date) or at a forward date
(settlement 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 contracts which are denominated in foreign currency.

RELATED PARTY TRANSACTIONS

The consolidated statements for the year ended and as of December 31, 2016 (and December 31, 2015)
contain the following amounts from the related party transaction.
Consolidated Statement of Financial Positions as of December 31, 2016:

e  Settlement with brokers, dealers and customers of the Company due from Concorde Corporate
Finance Ltd and Accorde Fund Management Ltd.: HUF 5.945 thousand (2015: HUF 0
thousand)

Consolidated Statements of Comprehensive Income for the year ended as of December 31, 2016.
e Intra-group revenue from re-invoiced fees by the Company to Concorde Corporate Finance

Ltd.:
> Rental fees: HUF 0 thousand (2015: HUF 2,369 thousand)
» Office supplies: HUF 0 thousand (2015: HUF 696 thousand)
» Other general and administration. expenses: HUF 0 thousand (2015: HUF 201

thousand)
» Communication: HUF 0 thousand (2015: HUF 185 thousand)
The amounts from related party transaction were fully eliminated in the consolidated financial
statements.

Compensation of key management personnel

The Company’s shareholders’ 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
employees, 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 Directors. 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, 2016 and December 31,
2015 were declared of HUF 721,380 thousand (HUF 2,186 per share) and of HUF 688,050 thousand
(HUF 2,085 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 one entity and a financial
liability or equity instrument 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.

e  The Group’s cash is primarily held with major international banks.

e  Short-term investments are carried at market value and accounts receivable are presented net of
an allowance for doubtful receivables.

e  Credit risk with respect to trade receivables is limited due to dispersion across customers.

To mitigate credit risk, the Group provide investment loans or establish and maintain of position

with leverage for customers only in case when required collaterals are available at customers.

Accordingly, the Group has no significant concentrations of credit risk. Collaterals can be cash or

securities on investment accounts. The Group has established detailed internal regulations to rules

of investments, qualification of partners and assets, and recording of provision for impairment

losses. ‘

The carrying amounts of financial instruments of the Group best represent the maximum exposure

to credit risk. Allowance for doubtful receivables (receivables from customers) are summarized in

Note 5.

Market risk

The Group takes on exposure to market risks. Market risks arise from open positions in interest rate,
currency 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 risk sensitivity analysis

The Group applies an internal model based VaR (1 day, confidence level of 99 %). 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 offsetting
positions and correlations between products and markets. Risks can be measured consistently across
all markets and products, and risk measures can be aggregated 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. ' o

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

Historical VaR Average (HUF million)
(99%, one-day) by risk type 2016 2015
Foreign exchange rates (aggregated to all FX/HUF
7.38 14.76
exchange rates)*
Interest rate 12.08 3.80
Equity instruments 12.47 14.78
Diversification -16.46 -17.39
Total VaR exposure ' P 15.47 15.95

(*): the main part of the risk exposure is attributable to HUF/EUR exchange rates, the other foreign
currencies has no significant risk exposure. See more details below in ‘Foreign currency sensitivity
analysis.’
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22.

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

The average VaR of the security trading portfolio was HUF 15,47 million; lower than a year before
(HUF 15,95 million).

Compared to trading portfolio, Group’s equity would not have not significantly affected by changes
in the risk variables presented above.

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 foreign 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).

December 31, December 31,
2016 2015
: Loss on portfolio (%) 1.45 1.44
9 fE

5% Weakening of EUR 1 on portfilio (HUF million) 37.29 62.66
. Loss on portfolio (%) 0.28 0.11

5% k fUSD
oA e Loss on portfolio (HUF million) 7.22 4.77
Total Loss on portfolio (%) 1.73 1.55
Loss on portfolio (HUF million) 44.51 67.43

Interest rate sensitivity analysis

The own security portfolio of the Group shows an exposure to repricing as a result of changes in
HUF-denominated and (in partly) in EUR-denominated interbank and security interest rates
(especially from Budapest Interbank Offered Rate (‘BUBOR’) and EUR Inter-Bank Offer Rate.
(‘EURIBOR’). In order to minimise interest risks exposures from changes of market interest rates,
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,
volatility, 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 this 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 end of reporting period were

outstanding for the whole year. The analyses were prepared by assuming only the adversing interest

rate changes. The main assumptions were as follows:

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

e  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 yields on a one-year period) was
HUF 13.74 million and HUF 13.49 million as at December 31, 2016 and December 31, 2015,
respectively.
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22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
[CONTINUED]

Equity instruments sensitivity analysis

The Company has no significant equity instruments held in 2016 and 2015 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 securities 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 on the client’s client account.

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 shareholder value, accompanied by an optimal financing structure.

The capital management of the Group members includes the management and evaluation of the
shareholders' 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 Company shall consider the capital adequacy rules defined by the Act CXXXVIII 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 prepared in
accordance with Hungarian Accounting Standards (“HAS”).

The Company has complied with the regulatory capital requirements in 2016 and in 2015.

(unconsolidated data)

2016 2015

Core capital 4,385,746 3,231,078
Supplementary capital 0 0
Deductions 172,736 167,696
Regulatory capital 4,213,010 3,063,382
Cred.lt risk capital 899,536 517,758
requirement

Mar1.<et risk capital 166,623 134,806
requirement

Oper'atwnal risk capital 581,764 505,833
requirement

Tot?l eligible regulatory 1,647,923 1,158,397
capital _

Surplus capital 2,565,087 1,904,985
Capital adequacy ratio 255.66% 264.45%
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22,

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]
Maturity analysis of assets and liabilities and Liquidity risk

As of December 31, 2016, all monetary assets and liabilities mature within one month of the end of
reporting period, with the exception of HUF 39,790,284 thousand (December 31, 2015: HUF
22,422,309 thousand) client funds included in current accounts for which the corresponding liability
is stated as part of Settlement with brokers, dealers and customers.

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

The Group enters into derivative transactions for trading purposes, which ordinary require to 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,
2016 and December 31, 2015.
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22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

December 31, 2016 Within  Within 4

Within 3 one year yearsand Over 4 Without

; Total
month and over 3 over one years maturity
month year

Assets
Current Assets:
Cash and cash equivalents 40,422,848 - - - - 40,422,848
Settlement with brokers, dealers and 2,115,646 ) ) ) ) 2,115,646

customers

Financial assets af fair value through. | o0 567 740603 304,624 239210 192,861 3,236,865
profit or loss

Other receivable and accruals 1,757,861 - - - - 1,757,861
Total current assets 45,965,922 740,603 394,624 239210 192,861 47,533,220
Non-current Assets:

Goodwill on acquisition - - - - - -

Equity investments S 2 = - 247,544 247,544
Loans to employees - - 64,924 - - 64,924
Tangible and intangible fixed assets - - - 462,410 - 462,410
Deferred tax assets - 2 - - - 2
Total non-current assets - - 64,924 462,410 247,544 774,880
Total assets 45965922 740,605 459,548 701,620 440,405 48,308,100

Liabilities and Shareholders’
Equity

Current Liabilities:
Settlement with brokers, dealers and

customers 39,847,537 - - = - 39,847,537
Short term borrowings 402,775 - - - - 402,775
Financial liabilities at fair value 1,296,800 89,136 ) ) 484521 1,870,457
through profit or loss

Other liabilities 1,487,821 - - - - 1,487,821
Deferred tax liability - 16,000 . - - 16,000
Total liabilities 43,034,933 105,136 - - 484,521 43,624,590
Shareholders’ Equity:

Share capital - - - - 1,000,000 1,000,000
Statutory reserves - - - - - -
Minority interest - - - - 174,925 174,925

Retained earnings - - - 3,508,585 3,508,585
Treasury shares - = S = - -

Total shareholders’ equity - ‘ - - 4,683,510 4,683,510

Total liabilities and shareholders’
equity
Liquidity excess/(deficiency) 2,931,008 635,467 459,548 701,620 (4,727,626) -

43,034,933 105,136 - 5,168,031 48,308,100
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22, FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

December 31, 2015 Within  Within 4

Within 3 one year yearsand Over 4 Without

; Total
month and over over one years maturity
3 month year

Assets
Current Assets:
Cash and cash equivalents 22,596,408 - - - - 22,596,408
Settlement with brokers, dealers and 2,599,374 ) ) ) ) 2,599,374

customers

Financial assets at fair value throngh 845538 657,198 117,391 447426 447915 2,515,467
profit or loss

Other receivable and accruals 2,848,453 - - - - 2,848,453
Total current assets 28,889,773 657,198 117,391 447,426 447915 30,559,702
Non-current Assets: = - = - - -
Goodwill on acquisition - - < = - .

Equity investments - - - - 247,544 247,544
Loans to employees - - 86,209 - - 86,209
Tangible and intangible fixed assets - - - 491,618 - 491,618
Deferred tax assets - 234 - - - 234
Total non-current assets - 234 86,209 491,618 247,544 825,604
Total assets 28,889,773 657,432 203,600 939,044 695,459 31,385,306

Liabilities and Shareholders’
Equity

Current Liabilities:
Settlement with brokers, dealers and

22,466,978 - - - - 22,466,978
customers
Short term borrowings 1,049,763 . - - - - 1,049,763
Financial liabilities at fair value 341,677 - 2.296,882 ) 484360 3,122,919
through profit or loss
Other liabilities 478,392 - - - - 478,392
Deferred tax liability - 8,063 - - - 8,063
Total liabilities 24,336,809 8,063 2,296,882 - 484360 27,126,114
Shareholders’ Equity:
Share capital - - - - 1,000,000 1,000,000
Statutory reserves - - - - - -
Minority interest - - - - 9,690 9,690
Retained earnings - - - - 3,249,502 3,249,502
Treasury shares - - - - - -
Total shareholders’ equity - - - - 4,259,192 4,259,192
Z‘;’lf?tly"ab'“t'es and shareholders’ 5, 456 309 8,063 2,296,882 - 4743552 31,385,305

Liquidity excess/(deficiency) 4,552,964 649,369 (2,093,282) 939,044 (4,048,093) -
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22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

Financial assets at fair value through profit or loss
-designated as such upon initial recognition
-classified as held for trading

Held-to-maturity investments;

Loans and receivables

-Settlement with brokers, dealers and customers
-Debtors

-Loans to employees

Available-for-sale financial assets

Cash and cash equivalents

Total of financial assets

Financial liabilities at fair value through profit or loss
-designated as such upon initial recognition
-classified as held for trading

Financial liabilities measured at amortised cost
-Settlement with brokers, dealers and customers
-Short term borrowings

-Payables

Total of financial liabilities

December December
31,2016 31,2015

3,236,866 2,515,466
3,236,866 2,515,466
2,538,955 2,920,037
2,115,646 2,599,374
358,385 234,454
64,924 86,209
40,422,848 22,596,408
46,198,669 28,031,911
1,870,456 3,122,918
1,870,456 3,122,918
40,398,225 23,626,679
39,847,537 22,466,978
402,775 1,049,763
147,912 109,938
42,268,681 26,749,597
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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 liabilities

Some of the Group's financial assets and financial liabilities 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
y . Relationship
Fair Value as at Felur Valuation S1gnl1)ﬁcant of
Instruments }]Sel;_e technique(s) and un(;bizrv- unobservable
31-Dec- 31-Dec- h key input(s) . inputs to fair
2016 2015 archy input(s) value
Discounted cash
Assets 1,388,181 332,307 flow model: Future
cash flows are
estimated based on
. forward exchange
ll)lrligrrlilgn rates (from
Souip arfld ‘ observable forward
forward Level 2 | GXehange rates at N/A N/A
contracts (see the enfi of the.
notes 6, 11 | Liabilities | 1,382,756 | 336,699 IEpOTUnEpELGd)
and contract
and 22)
forward rates,
discounted at a rate
that reflects the
credit risk of various
counterparties.
2) Buircd Assets 10,198 1663 Quoted bid and ask
contracts (see e s ;
e - Lével 1 | prices in an active N/A N/A
and 22)’ ? Liabilities 3,180 4979 market
3) Held-for-
trading non-
derivative
fi p
AT Quoted bid prices in
assets (see Assets 1,645,625 | 1,733,580 | Level 1 i Xet N/A N/A
note 6 and an active market.
22) - listed
debt
securities
3) Held-for-
trading non- Assets 192,861 447’916 LCVC] 1
derivative
financial
assets (see Quoted bid and ask
note 6.and Liabilities prices in an active N/A N/A
22)-listed. | (short 484,521 | 2,781,241 | Level 1 | market
equity positions)
securities and
investment
units
Assets 3,236,865 | 2,515,466
Total ——
Liabilities 1,870,457 | 3,122,919
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22,

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]

Briefly summarized, the fair values of financial assets and financial liabilities are determined as
follows.

e 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 other financial assets and financial liabilities (excluding derivative
instruments) are determined in accordance with generally accepted pricing models based on
discounted cash flow analysis using prices from observable current market transactions and
dealer quotes for similar instruments.

e  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 measured 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 [CONTINUED]

Fair Value hierarchy of assets and liabilities measured at fair value through profit or loss

As at 31 December 2016

Financial 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

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 liabilities measured
at fair value total

As at 31 December 2015

Financial 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

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 liabilities measured
at fair value total

Total Level 1 Level 2 Level 3

3,236,865 1,848,684 1,388,181
1,838,486 1,838,486 -
1,398,379 10,198 1,388,181
3,236,865 1,848,684 1,388,181

484,521" 484,521 -
1,385,936 3,180 1,382,756
1,870,457 487,701 1,382,756

Total Level 1 Level2  Level3

2,515,465 2,183,158 332,307
2,181,495 2,181,495 <

333,970 1,663 332,307
2,515,465 2,183,158 332,307
2,781,241 2,781,241 s

341,678 4,979 336,699
3,122,919 2,786,220 336,699
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22.

23.

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT [CONTINUED]
Fair value of financial instruments carried at amortised cost

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

At December 31, 2016 and December 31, 2015, the carrying amounts of cash, short-term loans and
accounts receivable and accounts payable approximated their fair values due to the short-term
maturities of these assets and liabilities. :

BUSINESS COMBINATIONS

23.1 Subsidiaries acquired

Year Date of Subsidiary Principal Proportion of Consideration

acquisition activity owned equity transferred
interest acquired

2017  29-Nov-2016  Accorde Fund Fund 50% 50,000
Management Management
Ltd.

At the purchase of equity instruments acquired in Accorde Fund Management Ltd. (“investee”), the
Group has assumed the fulfillment of criteria of controls:

e power over the investee;

e  exposure, or rights, to variable returns from its involvement with the investee; and

e the ability to use its power over the investee to affect the amount of the investor’s returns.
Based on the assessment, the Group has determined that it has obtained control on Accorde Fund
Management Ltd. at the date of acquisition, therefore it is involved as a subsidiary into these
consolidated financial statements

23.2 Consideration transferred

Cash 50,000
Contingent Consideration 0
Acquisition Cost 0
Total Consideration 50,000

23.3 Assets acquired and liabilities recognised at the date of acquisition

Cash 173,450
Other Receivables and Prepayments 2,949
Loans to employees roo 13,000
Tangible and Intangible assets 20,856
Total assets 210,255
Other current liabilites and accruals 1,460
Total liabilities 1,460

FV adjustments of assets
Other Receivables and Prepayments _ 59,589

Total fair value of net identifiable assets 268,384
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23. BUSINESS COMBINATIONS [CONTINUED]

The fair value adjustment is connected to accrued service fee from fund management activity in
amount of HUF 59,589 thousand.

23.4 Non-Controlling interest

The non-controlling interest (50% ownership in Accorde Fund Management Ltd.) recognised at
acquisition date at fair value. '

Equity at carrying value on acquisition date 208,795
FV adjustment 59,589
Total Fair value 268,384
Non-controlling interest at fair value 134,192

FV adjustment contains accrued service fee from fund management activity attributable to non-
controlling interest in amount of HUF 59,589 thousand.

23.5 Goodwill / Results on business combination

Total Consideration 50,000
Plus: non-controlling Interest 134,192
Fair Value of net identifiable assets 268,384

Goodwill on transaction -
No goodwill has been accounted for on the business combination.
Result on the transaction

Shareholder equity attributable to the owners of the

Company in Nominal equity 50,000
Profit for the year at aquisition date attributable to

122,016
the owners of the Company
Non-controlling Interest at fair value : (134,192)
Total gain on aquisition of subsidiary 37,824

23.6 Net cash outflow (-) / inflow (+) on business combination

Consideration paid in cash 50,000
Less: cash and cash equivalent balance acquired 173,450
Net cash (outflow)/inflow 123,450

24. EVENTS AFTER REPORTING PERIOD

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 30,
2017.

Budapest, June 30, 2017 {4
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