D

AGE BANK

REPORT 202

MBH Mortgage Bank Co.



GRI 2-22

MBH MORTGAGE BANK CO. PLC.
SUSTAINABILITY REPORT

WELCOME WORDS FROM THE CEO

Dear Reader,

You are reading the Sustainability Report by the MBH
Mortgage Bank Co. Plc. regarding the year 2023, which
aims at introducing the results of our bank in an under-
standable and transparent way. It is a8 natural part of
our more than 25 years of martgage banking that we
repart our financial performance annually to market par-
ticipants. However, we believe that, in addition to financial
indicators, the annual publication of our sustainability re-
port is the only way to give a full picture of our ambitions
and achievements.

2023 was a challenging and difficult year in terms of the
economic environment. The unprecedented level of infla-
tion in our Bank's history - and the resulting extremely
high yield environment - has resulted in a significant
slowdown in mortgage lending, which is the basis of our
mortgage banking operations. Growing geopolitical risks
as a result of the war in our neighbourhood have also
negatively affected the business environment, making it
more difficult for business actors to pursue a sustainabi-
lity strategy.

I am proud to share with you that, despite the challenges
of the economic environment, our mortgage bank had an
outstanding year in 2023. With the favourable develop-
ment of the main financial indicators, we have been able
to remain active as an issuer in the mortgage bond mar-
ket and increase the outstanding stock of issued green
mortgage bonds. In 2023, our Bank sold the most mort-
gage bonds on the domestic market, which was rewarded
by the Budapest Stock Exchange with the ,Mortgage
Bond Issuer of the Year” award. In parallel, we have been
able to increase the size of our refinanced loan portfolio,
including the eligible green mortgage portfolio.

From the very beginning, our ESG approach has been
defined by a sense of responsibility far our common
future, and we are committed to achieving both environ-
mental and social sustainability goals. In 2023, we met
our sustainability targets for our core business, despite
the short-term challenges of an adverse market environ-
ment. In one year, the share of green maortgage bonds in
the outstanding mortgage bond portfolio increased by
138% and the share of green refinancing increased by
11% in the total refinanced loan portfolio. We have furt-
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her enhanced our Green Covered Bond Framework and
launched the business application of our self developed
proprietary Automated Valuation Madel (AVM) system. In
the area of corporate governance, we also see the adop-
tion of an internal policy on the process for identifying
eligible green martgage collaterals and eligible green
mortgages as an important step, which has been incar-
porated into the related group-wide business/risk policy.

We continue to believe that MBH Mortgage Bank Co. Plc.
has a significant and positive impact on the environment,
not only in the pursuit of its business objectives, but also
through the conscious consideration of sustainability
issues. We showcase this impact and our commitment in
our latest sustainability report 2023.

With kind regards,

Dr. Gyula Nagy
CEO
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1. INTRODUCTION

11. ABOUT THE REPORT

As an element of MBH Mortgage Bank's contribution to sus-
tainable development, we are publishing our third sustainabi-
lity report. As a listed company and an active issuer of listed
mortgage bonds, we will follow the expectations of the ESG/
Sustainability Reparting Guidelines of the Budapest Stock
Exchange also in our 2023 ESG/sustainability? performance
presentation, transparently presenting our organisation to both
external and internal stakeholders.

Reporting organisation
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The Report is based on the Global Reporting Initiative (herei-
nafter: GRI) standard. The content of the Report is the result of
a materiality assessment based on the standard’s guidelines:
we publish our key findings, environmental, social and gover-
nance indicators and results on the relevant topics identified
here.

MBH Mortgage Bank Co. Plc. (hereinafter referred to as: MBH Mortgage Bank,
Bank, or MBHMB)

Address of the organisation’s headquarters | 1117 Budapest, Magyar Tudosok korutja 9. G. epulet

Scope of the Report

The Sustainability Report applies to MBH Mortgage Bank Co. Plc. only, and the re-
porting entity does not have any subsidiaries. The Bank operates in Hungary only.

Reporting Period

01/01/2023 - 31/12/2023

Reportcycle Yearly

Financial reporting period

published only annually.

Yearly and half-yearly reporting period

The difference between the reporting periods of the Financial and Sustainability reports is due
to the fact that the Bank is a public limited company, its shares are listed on the stock exchan-
ge and therefore the interim financial report is mandatory, while the Sustainability report is

Reporting standard applied

The Report has been prepared according to the GRI Standards (2021) 'in accor-
dance' level of compliance.

Certification by an external party

The information and data contained in the Repart are not certified by an external
party.

"In the Report, the terms ESG and sustainability are used synonymously.
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1.2. THE MAIN CRITERIA USED FOR
THE PREPARATION OF THE REPORT

To determine the scope of the topics and disclosures pre-
sented in our Sustainability Report, in 2022 we conducted a
materiality assessment in accordance with the GRI Standards
(2027). The list of material issues identified in the survey has
been revised by our Capital Markets area during the 2023
reporting period. There have been no material changes to the
Bank's business relationships and organisational activities
compared to last year, and therefore our list of material topics
for 2023 provides a credible and complete representation of
our Bank's ESG operations and results. We will redefine ma-
terial issues for the Bank during 2024, in line with? the double
materiality requirement of the EU Directive on Corporate Sus-
tainability Reporting.

In the previous year the survey identified the enviranmental,
social, and governance issues most relevant ta the Bank in a
INTERNAL STAKEHOLDERS

- MBH Mortgage Bank Board members

- MBH Mortgage Bank internal managers

- MBH Bank group-level Compliance, ESG, HR,
Risk management and Strategy areas
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two-step approach. The first step was to identify and prioritise,
with the involvement of the Capital Markets area and the CEQ,
and with the help of a consultant, the areas where the Bank and
its value chain could have a direct or indirect impact. The as-
sessment took into account the most impartant industry and
sustainability trends and frameworks, regulatory requirements
and MBH Mortgage Bank's values and strategic objectives. As
a second step, the shortlist and definitions of potentially mate-
rial issues were shared with the Bank's key stakeholders, who
indicated through a questionnaire which sustainability issues
they considered material to the Bank's sustainability reporting.

All internal and external stakeholders who are directly or in-

directly affected by the Bank's operations are included in the
survey:

EXTERNAL STAKEHOLDERS
- Institutional investors and distributors

- Regulatory authorities
- Professional organisations

- Refinancing partner banks

THE PROCESS OF DEFINING MATERIAL TOPICS

| 2022

2023 ]

1. Involvement of 2. Assessment and
Stakeholders into
the Materiality

Assessment

analysis of the answers to

the questionnaire

Contacting 49 stakeholders
with a questionnaire,
27 completed questionnaires

Calculation of an average score
for each of the topics and a
materiality threshold value

During the materiality assessment, the stakeholders voted
about 15 potentially material topics, and as a result of the
survey - based on the materiality threshold value — we have
identified 9 material topics.

3. Validation of 4. Review of

the results the results

Finalising Review of the essential
the list of material

topics

list of themes for
the 2023 reporting period

2 Directive (EU) 2022/2464 of the European Parliament and of the Council, transposed into

Hungarian law by Act C of 2000 (Accounting Act)
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RESULTS OF THE MBH MORTGAGE BANK'S MATERIALITY ASSESSMENT

4.00

4.20

Compliance with el
legislation

Reducing environ-
mental impact
(at activity
level)

Managing
environmental
risks

Ensuring market Process and product

presence in a changiny,

competitive en-
vironment

OUR KEY TOPICS IN ORDER OF MATERIALITY

Material topic

Responsible corpo-
rate governance,

anti-competitive

Other assessed topic

. economic topics
. governance topics
. environmental topics

.socia\ topics

1. Compliance with legislation

10. Economic downturn and periods of uncertainty

2. Responsible corporate governance, ethical operation

11. Education and training

3. Transparency

12. Economic performance

4. Avoiding anti-competitive behaviour, anti-corruption

13. Workplace health and security

5. Process and productinnovation

14. Protection of customer data and fraud prevention

6. Ensuring market presence in a changing competitive
environment

7.Managing environmental risks

8. Reducing environmental impact (at activity level)

9. Employment

15. Anti-discrimination, diversity, and inclusion
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2. INTRODUCING
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THE MBH MORTGAGE BANK

21. ABOUT OUR BANK

MBH Mortgage Bank Plc. started its operations in 1998 under
the name FHB Mortgage Bank Plc, later on under the name Ta-
karék Mortgage Bank Plc. and since 2023 under the name MBH
Martgage Bank. Our Bank has been a key player in the Hungarian
mortgage banking sectar since its foundation, and is committed
to the continuous and sustainable development of domestic
mortgage lending, mortgage-based refinancing and the mortga-
ge bond market. As of 2018, the Bank has ceased its direct mort-
gage lending activities, and its main activities are accordingly
the refinancing of mortgage loans for members of MBH Group
(hereinafter: Banking Group or Group) and partner banks outside
the Group, as well as the issuance of mortgage bonds.

Through its activities, MBH Mortgage Bank
- enables partner banks to refinance throught mortgage bond
issuances, which are typically long-term liabilities,

- helps to meet the requirements of the Mortgage Funding
Adequacy Ratio (MFAR) prescribed by the Hungarian Natio-
nal Bank and,

- supports the spread of green real estate financing.

Since 2019, both our mortgage-based refinancing and mort-
gage bond issuance activities have been structured to support
the sustainable lending practices of the Group and its external
refinancing partners.

As a mortgage bank?, we play a special intermediary role in the
domestic banking system. Our bank is able to have a signifi-
cant positive environmental and social impact on the Hunga-

rian market, even indirectly, through its fundraising and refi-
nancing functions, in relation to its size. As 8 mortgage bank,
we raise long-term funds fram institutional investors, which
we channel through prudent bank refinancing processes (risk
management, pricing) to finance residential and corparate real
estate purchases. With the introduction of green refinancing
and the issuance of green mortgage bonds from the second
half of 2021, we are on the road to a low-emission society,
which is described in more detail in chapter 3.2, titled Reducing
environmental impact.

In the Hungarian banking system, MBHMB plays an interme-
diary role through its mortgage lending activities and a refi-
nancing role through its asset-side business activities. All this
requires the maintenance of a complex system of domestic
and international relations, in which, in addition to borrowers
and capital market players, requlatory and supervisory entities
also play a key role.

Our main partners are commercial banks far mortgage refi-
nancing and commercial banks and investment service pro-
viders for mortgage bond issuance. In order to advance our
strategic goals, our refinancing activities set out the principles
and requirements for green refinancing in contracts consistent
with the current Green Covered Bond Framework, creating a
solid basis for further green innovation, mutual motivation and
collaborative thinking.

EXTERNAL RELATIONS OF THE MBH MORTGAGE BANK

OTHER MARKET PLAYERS:

- KELER - BET (Budapest Stock Exchange) - Dealers/lead managers
- Domestic and international professional organisations
- Rating Agencies, SPO

CAPITAL MARKET:

- Capital-Institutional investors
- Private persons

BORROWERS:

- Refinanced partner banks
- Own clients

REGULATION, SUPERVISION:
- Hungarian National Bank - Ministry of Finance
- Asset controller - Auditors

3 MNB sector code: C3, other financial intermediaries/specialised credit institutions
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Keeping in touch with our partners is a key element of MBH-
MB's operations, and we keep dealers, lead managers and in-
vestment service providers informed of updates several times
a3 year, either in person or online. The information provided to
actual and potential investors includes the green collateral
behind the green mortgage bonds, the current sustainability
aspects, the progress made according to the published road-
map, the tightening of international regulations affecting the
Bank, and the current situation of the domestic and internatio-
nal green securities market. We started a partner satisfaction
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survey in 2023, which we intend to continue as a good practice
in the future, too.

MBHMB was represented in national and international profes-
sional organisations in 2023, too. Through its memberships,
the Bank not only improves its advocacy capacity, but also
participates in the professional community to keep abreast
of current trends and best practices in the market to adapt to
changes in the market and regulatory environment.

MBH MORTGAGE BANK'S ORGANISATIONAL MEMBERSHIPS

Name of the organisation = Description of the organisation

Hungarian Banking Asso-
ciation Advocacy of Hungarian banks
Mortgage bank professi- | Mortgage bank subcommittee

onal committee

ECBC/EMF Eurapean Covered Bond Councill

Energy Efficiency EEMI - European Energy

Mortgage Initiative Efficient Mortgage Initiative

Energy Efficiency EEML- European Energy Efficient

Mortgage Label Mortgage Label

Energy Efficiency EEML- European Energy Efficient

Mortgage Label Mortgage Label

EMF Research and Data

, European Mortgage Federation
Committee

MBHMB actively participates in the mortgage banking wor-
king group of the Hungarian Banking Association and its sub-
groups, which plays a significant role in the development of the
Hungarian mortgage bond market and clearing up and devel-
oping the legal and methodological issues of the Hungarian real
estate valuation.

4 Automated Valuation Model

10

Date of joining Membership, role

Administrative and Regulatory Wor-
king Group; Capital Markets Working

1998 _ .
Group; Real Estate Valuation Working
Group
Statistics Committee working group
2000
leader: Dr. Gyula Nagy
2020 Membership
2022 Membership
MBHMB delegates a member to the
2022 _
committee
2022 President Dr. Gyula Nagy

The Bank is also a regular speaker and participant at green/
AVM#/mortgage bond conferences in Hungary and abroad,
where current professional topics and general covered bond
market and sustainability issues are discussed.
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2.2. FINANCIAL RESULTS

THE MBH MORTGAGE BANK'S FINANCIAL RESULTS (2027-2023)

Balance Mortgage bond Mortgage bond Profit before tax Normal collateral
sheet total portfolio market share

2023: 906.6 mrd Ft 2023: 387.2 mrd Ft 2023:18.5 % 2023: 7.4 mrd Ft 2023: HUF 582.8 billion
2022: HUF 813.9 billion 2022: HUF 367.2 billion 1189 % 2022: HUF 2.2 billion 2022: HUF 5291 billion

20271: HUF 665 billion 2021: HUF 323 billion T % 20271 HUF 2.7 billion 20271 HUF 4471 billion

We see our stable business operations and financial results as of 2023, providing a stable source of the credit portfolio. The
the basis for sustainable development. At the end of 2023, the Bank's profit before tax reached almast HUF 7.4 billion (+242.2%
Bank’s balance sheet tatal was close to HUF S07 billion (+11.4% year/year) despite the extra profit special tax imposed in 2023.
year/year), partly as a result of the growth of the refinanced The increase in profit was driven by high interest income, the
loan portfolio by 5.3% year on year. The outstanding stack of result on interest rate swaps, a reduction in operating costs and
MBHMB mortgage bonds exceeded HUF 387 billion at the end the release of impairment losses.

EVOLUTION OF REFINANCED LOANS BY ~ OUTSTANDING STOCK OF MORTGAGE
HUF AND EUR DENOMINATED STOCK BONDS (IN HUF BILLION, BY NOMINAL

(IN HUF BILLION) [P022-2023) VALUE) [P022-2023)
+5.3% 19.3%
Bow 3% 5%
‘ 37*.8 +5.4%
355.8 ¢

3797
3112.2022 3112.2023 3112.2022 30.06.2023 3112.2023
[¥ Refinanced loan portfolio in HUF I Portfolio at the end of period
. Refinanced loan portfolio in EUR —— Market share
In 2023, MBHMB was still Hungary's second largest mortgage Maintaining our market pasition of nearly 20% is an important
bank and the country's largest refinancing mortgage bank, with goal for us, and we intend to significantly increase the share of
eight partner banks. In recognition of our 42% share of new green mortgage bonds in our portfalio in the coming years.

mortgage bond issuance in the HUF market in 2023, our bank
was awarded the BSE "Mortgage Bond Issuer of the Year” award.

e
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MORTGAGE BANKS' SHARE OF OUTSTANDING MORTGAGE BONDS
(3112.2023)

Erste JB
7.4%

UniCredit JB
12.6%

e
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2.3. ESG APPROACH AND STRATEGY

In formulating our values, we have paid particular attention
to ensuring that they provide the basis for our sustainab-
le economic, social and environmental activities. Our values

THE VALUES OF MBH MORTGAGE BANK

1.
UNIQUE FUNCTIONS

MBHMB's care functions since 2017 have
been the issuance of mortgage bonds and
mortgage-based refinancing, through which
the Bank supports the population's access
to real estate and the improvement of the
guality of the housing stock.

S.
INNOVATION SKILLS

MBHMB is shaping the future, pioneering the
development of mortgage banking products

and influencing the evolution of the realestate
market carrying out analyses and research,
and developing an automated property
valuation system to ensure continuous
innovation in the sector.

4
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are communicated transparently to our internal and external
stakeholders, ensuring the value-driven implementation of our
business and ESG strategy.

2.
SPECIALISED KNOWLEDGE

By virtue of its special legal status, MBHMB
has unique practical and theoretical
knowledge of the domestic financial Sector.
MBHMB is the only Hungarian mortgage
bank with almost 20 years of experience in
the capital markets.

3.
CONNECTING ROLE

MBHMB acts as a bridge between different

actors of the economy. It plays a prominent

role in channelling the savings collected bu

institutional investors into the real estate
market. MBHMB manitors international
trends and incorporates the knowledge
gained into the MBH Group's knowledge

base.

SOCIAL SENSITIVITY
MBHMB is attentive to its internal and external

environment: it takes into account the mental'and
physical well-being of its employees, encourages
its refinancing partners to develop socially and
environmentally beneficial products, and SUpports
the development of public awareness of mortgage

lending.

In line with MBH Group'’s ESG strategy, in 2022 we developed
MBHMB's ESG strategy based on our corporate values, missi-
on and vision, which sets as a key objective to strengthen our
MBHMB's impact an climate risk reduction and social well-be-
ing. While MBH's activities are primarily aligned with the Group’s
sustainability activities, it seeks to develop its ESG efforts as

13

much as possible within this framework. The expansion of the
Group provides an opportunity to do so, as existing synergies
and an expanding internal netwark of contacts will allow us to
increase our sustainability knowledge and expand our sustai-

nability activities.
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MBH MORTGAGE BANK'S ESG STRATEGY
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VALUES

Unigue functions, specialised knowledge, connecting role, social sensitivity, readiness to innovate.

MISSION

The issuance of green mortgage bonds that meet international standards, and the use of the praceeds for green

purpases in a prudent and transparent way. In addition, MBHMB is committed to the development of real estate

processes and exploit digital solutions.

THE PILLARS OF THE ESG STRATEGY

Developing

Prominent role within
the MBH Group for sustainability
efforts

a product portfolio
that pramotes sustainability

Full digitalisation and
the continuous control of IT data
security

THE GOALS OF THE ESG STRATEGY

Responsible corporate governance | Promoting products and services with environmental benefits |

Equal opportunities | Ensuring responsible growth |

Transparency | Contributing to a low-emission society

To better implement and monitor our strategy, during 2023
we published an MNB (Hungarian National Bank) and an EEML
Transparency Report, an Allocation Report related to the Green
Covered Bond Framework and revised our Green Covered Bond
Framework.

Following the practice started in 2022, our capital markets
area reported quarterly to the Board of Directors and the Su-
pervisory Board on MBHMB's green mortgage bond issuance
and other sustainability activities also in 2023, which helped
to integrate sustainability considerations into business decisi-
on-making. As of Q4 2022, the report to the Board of Directors
and the Supervisory Board includes a list and status of the
KPIs and commitments that our Bank has made in relation to
its reporting or ESG strategy. To deepen our responsible corpo-
rate governance practices, we have added ESG responsibilities
to the tasks of each department in the Organisational and Ope-
rational Rules, and the Bank's tasks now include the integration
of sustainability objectives into our business operations.

14

In order to implement our ESG Strategy of as effectively as
possible, we have placed a great emphasis on developing the
ESG knowledge and awareness of our employees and of mem-
bers of the highest governance bodies (Board of Directors and
Supervisary Board). The top governance bodies also received
targeted training in 2023, with central coordination by the ESG
area of MBH Banking Group and a training organised by the
Capital Markets area of MBHMB.

The objective of the training is to provide the management
body with an understanding of what the concept of sustaina-
bility means for a specialised credit institution in the mortgage
banking environment, to give information on new market trends
and expectations, and an understanding of how sustainability
is reflected in the operations of MBHMB, focusing on the role of
sustainability in mortgage banking strategy and its relation to
business strategy.

00O
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THE PROGRESS OF OUR MAIN ESG ACHIEVEMENTS (2022-2023)

Topic

Green Covered Bond Framework

EEMLS Initiative
Incorporation of ESG

responsibilities into the Rules of
Procedure

The ESG Strategy

Preparation of a report to the Board

of Directors and the Supervisory
Board

ESG training

Financed GHG emissions

% Energy Efficient Mortgage Label

~

2022

Publication of the Allocation
And Impact Assessment Report

First among domestic mortgage banks to
join the initiative

Preparations

Establishing the strategy, definition of the
sustainability goals

Supplement on the issuance of green
mortgage bonds and the Bank's
sustainability activities

General compliance and anti-corruption
training for employees and management,
ESG training for employees

Calculation and publication of our financed
GHG emissions (Scope 3 Category 15)

15

2023

Revision of our Framework

Regular publication of the transparency
report

Appearance of respansibilities in the Orga-
nisational and Operational Rules

Significant progress on our ESG goals,
including an increase in the share of green
mortgage bonds and refinanced green
mortgages

Extension with the status of the ESG stra-
tegic objectives

ESG-focused training for employees and
management, development of anti-corrup-
tion training

Tracking our financed emissions,
preparation a Net Zero strategy
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3. RESPONSIBLE

BUSINESS OPERATION

371 MANAGING ESG RISKS

Despite the significant increase in business risks, at MBH
Mortgage Bank we continue to believe that by consciously
shaping the way we do business, we can have an impact on
reducing climate risks and improving sacial well-being.

In order to operate risk management as efficiently as possible,
the Mortgage Bank applies MBH's Group-wide risk manage-
ment practice. The Group continuously incorporates sustai-
nability considerations inta its risk management policies ba-
sed on international taxonomy and best practices. Due to the
tightening of international legislation, the definition MBHMB
of Green Property and Eligible Green Mortgage used by the
MBH Green Covered Bond Framework has also been revised in
2023. Our Bank continuously incorporates Recommendations
No 5/2021. (IV15.)8 and No 10/2022. (VIII.2.) of the Hungarian
National Bank and other European recommendations on the
financial sector into its methodology for identification and
measurement of environmental risks.

We also complement our measures to manage ESG risks with
specific elements arising from our mortgage banking activities.
Our aim is to completely harmanise the selection model for the
identification of green properties and Eligible Green Mortgages
in the Green Covered Bond Framework with the central ESG
risk management framework. As a significant achievement, the
policy for the identification process of eligible green real estate
collateral and eligible green mortgage loans was published at
the end of 2023 and the detailed procedures were incorporated
into the revision of the business/risk rules of procedure in early
2024, paving the way for their practical application in 2024,

As our business model is based on active partner bank refi-
nancing, reducing environmental risks at the value chain le-
vel is of fundamental interest to us, and we also expect our
partners to apply the elements of our Green Covered Bond

MORTGAGE BANK

Framework. The partner banks participating in the green refi-

nancing commit in their contracts to:

- use and manage the Green Covered Bond praceeds in line
with green objectives;

- and to apply the green property selection processes and re-
porting set out in the Green Covered Bond Framework.

In assessing the collateral or security, MBHMB takes into ac-
count the risks associated with climate change. In the case of
real estate collateral, the location of the property, its technical
and overall energy characteristics, the efficiency of its mecha-
nical systems or the age of the machinery and equipment are
part of the valuation.

The analysis of the portfolio’s climate change risk and the
factors used for the above-mentioned valuation also ensure
the prudential compliance of MBHMB, through data provision
in connection with the ESG disclosure requirements which are
part of Pillar 3% of the CRR (Capital Requirements Reporting).
We will continue to ensure the highest possible level of comp-
liance with Pillar 3 disclosures on ESG risks throughout 2024,
too: we are developing our new collateral register system and,
for residential properties, we are retrieving missing energy
certificates and assign them to the properties in our portfalio.

The Bank has not been engaged in any direct retail mortga-
ge lending activities since 2018, but we follow Group-wide
procedures to prevent the leakage or loss of personal, retall
mortgage and real estate data of our existing customers and to
ensure full fraud detection. The Group also operates a comp-
laints handling process to manitor and properly address any
customer complaints that may arise. Since 2020, the number
of complaints from external parties has remained consistently
low, while the number of complaints from regulatory bodies has
been zero.

NUMBER OF CASES OF MISUSE OF CUSTOMER DATA (2020- 2023)

Number of cases of misuse of customer data

Number of complaints received from external parties
and substantiated by the bank

Number of complaints received from regulatory badi-
es and substantiated by the bank

2020 2021 2022 2023
6 1 3 0
0 0 0 0

5 MNB 5/2021. Recommendation: climate-related and environmental risks and the integration of environmental sustainability considerations in the activities of credit

institutions.

7 Recommendation No 10/2022 (VIII.2.) of the Hungarian National Bank on climate-related and environmental risks and the integration of environmental sustainability

considerations in the activities of credit institutions.

8 Pillar 3 disclosure is an EU disclosure obligation for qualitative and quantitative information on the risks associated with banks’ activities and their capital and risk ma-
nagement, with the aim of increasing transparency and strengthening market discipline - Commission Implementing Regulation (EU) 2022/2453 (30 November 2022)

17

7



MBHMB 2

MBH MORTGAGE BANK CO. PLC.
SUSTAINABILITY REPORT

3.2. REDUCING ENVIRONMENTAL IMPACT

Committed to measuring, monitoring and communicating our
indirect environmental and non-financial impact, we publish
quarterly Iabel reports that meet international standards, in-
dependent third-party certifications and European label requi-
rements, and alsa an MNB Transparency Report and a Green
Covered Bond Framewark Allocation Repart.

We developed our Green Covered Bond Framework in 2027
in accordance with the standards of the Green Bond Princip-
les® published by the International Capital Market Association
(ICMA), and it has been certified by the independent expert
Sustainalytics™. Based on the Framework, MBHMB prepares
an annual Impact Report providing information on the environ-
mental impacts of the Eligible Green Mortgage Portfolio. We
publish guarterly allocation reports on the use of proceeds
from the issuance of green maortgage bonds - these reports
are published on the Bank's website"

In December 2023 we revised and in February 2024 we pub-
lished our updated Green Covered Bond Framewaork, together
with a8 second-party opinion, as follows:
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- we complemented it with the provisions of Annex I. of the
Green Bond Principles published in June 2022

- we updated the green eligibility criteria in line with the
requirements of the Hungarian Decree 9/2023 (25 May
2023) on the energy performance of buildings, which app-
lies to the buildings constructed after T November 2023,
taking into account the changes in the regulatory system
on the energy performance of buildings

- inclusion of the name change made in May 2023

- adding impravements to MBHMB's corporate governance
and transparency to enhance sustainable operations

In February 2022, we became the first Hungarian mortgage
bank to join the circle of international banks having the Europe-
an Energy Efficient Mortgage Label. The EEML is a quality label
that provides stakeholders with information about the bank
portfolio in a transparent way, taking into account the energy
efficiency of the property. Information is published on a quar-
terly basis, on the homepages of the Bank and EEML.®

OTHER REPORTS BY THE MBH MORTGAGE BANK RELATED TO ITS ENVIRONMENTAL

IMPACT

Transparency report Allocation report

(quarterly) (quarterly)

Label report
(quarterly)

Impact report
(annually)

MAIN INDICATORS OF THE ALLOCATION REPORT AND THE REPORT ON THE

GREEN LABEL (2027-2023)

portfolio as
a percentage of
total cover
portfolio

portfolio as
percentage of total
covered bond
portfolio

2023: 22.08%
2022:19.79%
2021:13.05%

2023: 8.8%
2022:3.7%
20217:1.6%

eligible green mort-
gages not used as
collateral

2023: 61.03%
2022: 81.73%
2021: 89.04%

of the eligible
green mortgage

avoided/year per
HUF 1 billion
portfolio

2023:171.07
2022:170.41

2023: 23108.56 tCO,e/year
2022: 1269186 tCO_e/year
2021:9431191CO,e/year

9 https://www.icmagroup.org/assets/documents/Sustainable-finance/2021-updates/Green-Bond-Principles-June-2021-140621.pdf
0 Sustainalytics is a leading independent ESG research, rating and analysis company: www.sustainalytics.com

" Green Covered Bond - MBH Mortgage Bank: https://www.mbhmortgagebank.hu/sustainability/green-covered-bond

2 https://www.mbhmortgagebank.hu/energy-efficient-mortgage-label-eem! Q
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The specific indicators described discussed in the allocation
report and the report in connection with the green Iabel refer
to those elements of the mortgage bank's asset and liability
side product structure, with which, if they enter the market, the
Bank can indirectly achieve a positive environmental impact in
its core business. These praducts, in addition to promoting gre-
en lending, target a sustainability-minded investor base with
the securities issued, thereby increasing the energy efficiency
of the real estate market and supporting the Bank's strategic
objectives.

The ALM™ area supports green mortgage bond issuance with
its activities and seeks ta increase the green portfolio within
liquid assets. The head of the ALM area is a member of the
Green Caovered Bond Committee and therefore has direct de-
cision-making pawer in determining the maximum volume of
green mortgage bonds that can be issued in a given periad,
depending on the development of the eligible green mortgage
loan portfolio.

In its standalone ESG strategy, MBHMB has set a target to
increase the proportion of green or sustainable assets in its
liquid asset portfalio to 5% in 2023, which was achieved by the
end of the year. We would like to continue to increase the share
of these instruments, but the range of band-type instruments
available in the domestic market that are liquid in HUF and can
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be classified as sustainable remains narrow: besides green
government bond series and bonds from supranatianal issuers,
green mortgage bands and green corporate bonds are availab-
le. As a consequence, the ALM tends to buy green government
bonds and green bonds of supranational issuers from among
the available instrument types.

Our commitments and targets in our ESG strategy published in
2022 are continuously monitored on a quarterly basis. In our
strategy, we have made commitments to promote products
and services with environmental benefits, and one of the key
indicators is to increase the share of refinanced green mort-
gages within the total refinancing portfolio. The 15% target
was exceeded by the end of 2022 and further increased to
over 21% in 2023. Given the unfavourable macroeconomic and
credit environment, we have not adjusted our ESG strategy
targets for 2023.

We are proud that, despite the significant slowdaown in mort-
gage lending, we have made significant progress in asset and
liability side lending during 2023. We have also set a target of
15% for 2025 to increase the share of green mortgage bonds
in the total outstanding mortgage bond portfalio. We have
more than doubled the share of green mortgage bonds in the
total mortgage bond partfolia (from 3.7% to 8.8%) compared
to 2022.

GREEN MORTGAGE BOND PORTFOLIO AS A PERCENTAGE OF TOTAL OUTSTAND-
ING MORTGAGE BOND AND THE SHARE OF GREEN MORTGAGES IN THE TOTAL
REFINANCING PORTFOLIO THAT ARE REFINANCED (2027-2023)

15%

11.9%

1.6%

2021

2022

2023

¥ Green mortgage bond holdings as percentage of total mortgage bond holdings

M share of refinanced green mortgages in the total refinancing portfolio

[ ] Target value for 2025

8 Asset-liability management
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3.3. PROCESS AND PRODUCT INNOVATION

In line with the ESG strategy, MBHMB prioritises the devel-
opment of its innovation skills and the implementation of for-
ward-looking projects. Besides the development of mortgage
lending and mortgage bonds as a specialised bond market as-
setclass, the Bank is also interested in digitalisation processes
and the development of the real estate market, which it sup-
ported through its market research activities, the development
and application of a residential property and agricultural land
index and the development of an automated property valuation
system in 2023.

MBH Martgage Bank has been continuously analysing and re-
searching the real estate market for 25 years, regularly publish-
ing its experience and contributing to the prafessional develop-
ment of the sector. The MBH Index product family is one of the
decisive elements of our activities. The twa products of the MBH
Index product family (www.mbhindex.hu) are the MBH Housing
Price Index and the MBH Agricultural Land Index. The Housing
Price Index, available since 1998, has reached a major milestone
this year with the publication of the 100" index data point in
the Housing Price Index dataset. MBH Index published nine real
estate market studies in the form of articles and publications™
during 2023. MBH Mortgage Bank has mainly implemented its
ESG objectives related to digitalisation by using the Housing
Price Index. One of the outstanding results of this is that du-
ring the mandatory Basel (CRR) property revaluations, 41,005
out of a total of 53,363 properties in the martgage-backed
securities portfolio (own and refinanced loan portfaolio) were
revalued using the index-based statistical methodology, and
5,374 properties were revalued with MBHMB the AVM method.

The other main project of MBHMB is the Automated Valua-
tion Model (AVM), the goal of which is to support the Banking

3.4. TRANSPARENCY

Our status as an active issuer of mortgage bonds and our position
on the stack market requires a level of transparency that is even
higher than that expected from credit institutions. While we were
able to further increase the volume of green mortgage bonds in
circulation (to HUF 341 billion in 2023), we also handled ensuring
transparency in mortgage bond issuance as a priority. This year
we have again successfully published the quarterly reporting ele-
ments related to green refinancing and mortgage bond issuance,
which include the following:

- green mortgage band allocation report,

- supervision transparency report,

- rating agency report,

- European Green Label report™.

" https://www.mbhindex.hu/in-english
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Group's digitisation abjectives. The AVM solution generates
real estate values exclusively based on electronic data, through
automated processes, which are delivered to the target users
also through electronic channels (program interface, AP, other
middleware solutions). As part of its ESG strategy, as its 2023
target our mortgage bank has committed to expanding value
creation to a nationwide level and to primarily serve MBH Bank
with this.

As a result of several years of intensive development, we have
created a property database of nearly 1.6 million flats, from
which we have produced AVM values for nearly 115 million
properties after carrying out value modelling, in accordan-
ce with the criteria set out in Annex 5 point 2 of PM Decree
25/1997, by covering a total of 38 municipalities in Hungary.
The business launch of the AVM application took place an 15
September 2023 and 38 credit advisors tested the new appli-
cation in 17 municipalities and 19 branches nationwide until the
end of 2023.

A further aim of the AVM project is to refine the methodology
of value creation and expand the number of users of the AVYM
application to the entire network of branches providing credit
advice. The integration of the AVM statistical valuation ser-
vice into the MBH Bank's unified collateral valuation system,
currently under development, is planned for the first quarter
of 2025.

Our achievements in digitalisation and innovation will indirectly
contribute to impraving the housing conditions of the Hunga-
rian population, as these solutions will enable our customers
to have access to more modern and environmentally friendly
homes, while also providing them with green financial solutions.

In order to improve the transparency of our non-financial perfor-
mance at the organisational level, at the end of 2021 we prepared
an ESG development roadmap’®, in line with the ESG Reporting Gu-
idelines published by the Budapest Stack Exchange. Our goal is to
achieve the BSE's Advanced level sustainability reporting by 2025,
butwe are constantly reviewing our targets in line with changing EU
sustainability reporting regulations, too.

According to the EU Corporate Sustainability Reporting Directive
(CSRD), because of its status on the stock exchange, MBH Mort-
gage Bank is required to prepare its sustainability report for the
financial year 2025 at first in 2026 in accordance with the Europe-
an Sustainability Reporting Standards (ESRS). The CSRD's require-
ments for limited assurance on sustainability reporting will provide
increased transparency for both our Bank and the EU market.

" In February 2022, the Bank received the European Energy Efficient Mortgage Label (EEML) with an obligation to regularly publish a transparency report belonging to

the label.

6 https://www.mbhmortgagebank.hu/sw/static/file/en.takarekjzb.hu-files-23-89159.pdf
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4. RESPONSIBLE CORPORATE
GOVERNANCE

471 COMPLIANCE WITH LEGISLATION
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While maintaining our integrity and reputation in the securities evolving ESG regulations and drafts at the national and EU
market is a priority, we view our corporate governance practi- level, but also play an active role in their professional discussi-
ces as essential to ensuring our sustainability. As a8 mortgage on baoth at the Hungarian Banking Association level and at the
bank and an active issuer of securities subject to stricter su- European level, within the ECBC".

pervisory rules than commercial banks, we nat anly follow the

NUMBER OF MBH MORTGAGE BANK'S CASES ARISING FROM NON-COMPLIANCE
WITH LEGISLATION (2020-2023)

2020 2021 2022 2023
Total number of non-compliance cases (pcs) 1 1 0 4
Number of cases when a fine was imposed (pcs) 1 0 0 1
Financial value of the cases HUF 5.5 million 0 0 HUF S million
Number of cases when non-financial sanctions were 0 ’ 0 3
imposed (pcs)
Significant non-compliance is defined as situations that result vestigated, and through our compliance and internal control
in a fine or warning from MNB or another supervisory body. processes we strive to avoid such incidents and minimise the
Our ESG strategy sets a target of zero number of incidents associated risks.

of non-compliance. To this end, past incidents are fully in-

DESCRIPTION OF MBH MORTGAGE BANK'S CASES ARISING FROM NON-COMPLI-
ANCE WITH LEGISLATION (2023)

Details of the individual cases Description and consequence of the case

The Bank violated the legal provisions on the provision and timely
settlement of credit advances to the consumer within 5 days of the
notification of the intention to repay, and a consumer protection fine
Case ending with a fine was imposed in one case. The Supervisory Autharity required the
Mortgage Bank to amend its business rules and internal regulatory
and customer information documents to comply with the legislation,
and to inform the MNB of these measures within 30 working days.

In the three cases where no financial sanction was imposed, the Su-
pervision drew the Bank's attention to the infringement in the form of
a consumer pratection warning because of the information that must
Cases ending with a non-financial sanction be displayed on the website. The warning included the inclusion of a
complaints policy and information on the risk of over-indebtedness,
information to heirs and that the Bank should publish the amount of
the share capital without delay, but no later than the following day.

7 The European Covered Bond Council @
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42 ETHICAL OPERATION

MBHMB's market position and values require full complian-
ce with our code of ethics in order to maintain a high level of
credibility, internal and external partnerships and minimise
reputational risks. In aur dealings with our customers, partners,
competitors, employees and any other entities, we treat each
other fairly and equally, based on respect and dignity, and this
is enshrined in our Code of Ethics. We reject any behaviour that
is exclusionary or discriminates against any person or group,
with respect for the rights of the individual as a priority. We also
stand up for those who have suffered harm.

The Code of Ethics is available to all employees on the internal
intranet in both English and Hungarian, and its provisions are
also included in the general compliance training material. All
new recruits are required to undergo mandatory training with an
examination, and all employees receive a mandatory refresher
training on an annual basis, which is also subject to an exami-
nation. If the policy is reviewed and updated, employees are no-
tified of the publication of any amended material. In the case of
a specific question, all employees can ask for an expert apinion.

MORTGAGE BANK

The Code of Ethics classifies as ethical misconduct any event,
procedure or conduct that vialates an ethical standard or is
contrary to the Code. If an employee suspects that the stan-
dards set out in the Code of Ethics have been violated, he or
she must immediately report it in writing (e-mail, letter) to the
Group MBH Compliance Officer. The passibility ta report is also
available to our external stakeholders through an anonymous
reporting line. In such cases, the Ethics Committee is entitled to
decide whether the information and evidence contained in the
complaint justify a substantive examination of the complaint
and the initiation of an ethics procedure. The Ethics Committee
and the Compliance Officer keep the investigation confidential
- in accordance with applicable laws and internal regulations.
During 2023, after the publication of the Whistleblower Pro-
tection Act'®, we reviewed our Whistleblowing Palicy, as well as
the procedures of the Bank's Ethics Committee. We believe that
proper training and information has contributed to the fact that
no ethics-related whistleblowing occurred during 2023.

4.3. THE ORGANISATIONAL REPRESENTATION OF ESG

A SIMPLIFIED CHART OF THE MBH MORTGAGE BANK'S ORGANISATION

I core activity, full time MBH MB

g Supervisory Board

Internal Supervision

General Assembly

. multi-employed, part-time, SLA

Board of Directors

Executive Assistant

Asset and Liability
Management and Liquidity
Management

Information Technology
Management

Compliance and Data
Security
Banking and Business
Security

Asset Liability

Management (ALM) Enterprise Architect

Liquidity Management
(LM)

Special Projects

8 Act XXV. of 2023

Refinancing and
Business Relations

Refinancing

Business Relations
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Deputy CEO

Capital Market Collateral Register

Risk Management

Collateral Management

Treasury Mid-Office
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BOARD OF DIRECTORS (BOD)

The Board of Directors (BoD) is the legal representative and
executive bady of MBH Mortgage Bank. Organises, directs,
coordinates and controls the activities and management of the
Bank, ensuring its lawful and prudent operation. The BoD exer-
cises, directly or by delegation, ownership and membership
rights over MBHMB's investments and represents the issuer in
dealings with third parties, courts and other authorities.

The BaD is responsible for setting up the ESG strategy, achie-
ving its objectives and presenting it transparently through the
Sustainability Report. The BoD therefore has a direct impact
on the enforcement of sustainability factors and the sustaina-
bility profile of MBHMB. The Board of Directors also decides on
the final list of relevant issues and the adoption and publication
of the report. In 2023 we included these ESG competences of
the BoD in the Organisational and Operational Rules, too.

The BoD is composed of two internal members (in permanent
employment with MBHMB) and five independent members
elected by the General Meeting for a fixed term from among
shareholders or other persons. The validity of their mandate is
subject to authorisation by the MNB. Internal members are the
Chief Executive Officer and the Deputy Chief Executive Officer.
The Board of Directors, through the Chairman of the Board of
Directars, exercises the rights of employer over the members
of the management.

SUPERVISORY BOARD (SB)

The Supervisory Board (SB) is responsible for monitoring the
activities of the management in order to safeguard the Bank's
ownership interests. Like the BoD members, the term of office
of the SB members is 5 years. The members are elected by the
General Meeting from among the shareholders or other per-
sons, and their mandate is subject to the approval of the MNB.
The members of the SB are independent, and three of them are
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also members of the Audit Committee, which assists the SB in
monitaring the financial reporting system, selecting the auditor
and cooperating with the auditor.

The Bank's Capital Markets area prepares quarterly submissi-
ons for BoD and FB decisions, which are also subject to prior
consultation with the relevant departments. The ESG informa-
tion document, which includes the Bank's ESG strategy ob-
jectives, related sustainability activities and key sustainability
performance indicators, is also part of this submission.

GREEN MORTGAGE BOND COMMITTEE
(GCBC)

A special corparate governance body, the Green Covered Bond
Committee (GCBC), was established at the end of 2020 to
strengthen the role of sustainability factors in the Bank's cor-
porate governance, with a particular focus on business and risk
management. The Green Covered Bond Coammittee approves,
among other things, the establishment and modifications of the
Green Covered Bond Framework and which of the mortgages
cavered meet the requirements for Eligible Green Mortgages.
The GCBC is also responsible for monitoring the proper use of
resources from the issuance of green mortgage bonds and for
approving the environmental impact and allocation reports set
out in the Green Covered Bond Framework.

The GCBC is composed of 7 internal members, chaired by the
CEO and vice-chaired by the Head of Enterprise Risk Manage-
ment. In selecting the members of the body, a key criterion was
to ensure that members have an overview of all key areas of the
Bank, and therefore the voting members of the GCBC meetings
include the heads of the Risk and Collateral Management areas
of the Banking Group, as well as a permanent invited member
from the Head of ESG and Sustainability. Furthermare, in 2023,
a permanent invited member was also the Head of Risk Mana-
gement and Resolvability, the President and CEQO of the Central
Organisation of Integrated Credit Institutions, or his/her delegate.

Important criteria for the nomination of each member of the body are professional preparedness, appropriate educational
attainment and a broad experience in business, sustainability or digitisation. Selection is made independently of diversity
criteria and candidates must not be disadvantaged because of their gender or other characteristics. The process is go-

verned by the MBH Group Nominations Policy.

GENDER DISTRIBUTION IN THE GOVERNING BODIES OF MBH MORTGAGE BANK

(2023 NUMBER OF PERSONS)

Body

Board of Directors (BoD)

Supervisory Board (SB)

Green Covered Bond Committee (GCBC)

e

Female Male Total
2 5 7
1 4 5
2 5 7
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CAPITAL MARKETS AREA tus of sustainability projects at the BoD and SB meetings, and

from Q4 2022 onwards, it also reports on the development of
key performance indicators related to the objectives of the
ESG strategy. The Capital Markets area is responsible for the
coordination of green mortgage bond issues. The head of this
function is a member of the Green Covered Bond Committee.

The Capital Markets area of MBH MB coordinates the imp-
lementation of the ESG strategy at operational level, with its
head reporting directly to the CEO, including monitoring the
implementation of the ESG strategy. From Q3 20271 onwards,
the Capital Markets area regularly reports on the current sta-

Conflict of interests

Incompatibilities and conflicts of interests are regulated by the Conflicts of interest policy no. 34/20718. published by the Central
Organisation of Integrated Credit Institutions. We have developed our processes and procedures in line with the principles set
outin the relevant legislation and supervisory recommendations to avoid conflicts of interest and to identify and address those
that have already occurred. Management, employees and members of governing bodies are required to be aware of the circum-
stances that may give rise to a conflict of interest and to make a declaration of conflict of interest on a regular basis.

There shall be no conflict of interest between the duties performed for the Bank by persons holding office in the administrative,
management and supervisary bodies of MBHMB and their private interests or other duties. To prevent this, the conflict of inte-
rest declarations of board members are checked during the nomination process and on an annual basis by the Compliance area
through the Subsidiary Corporate Governance department. In the case of a detected conflict of interest, the General Complian-
ce area is obliged to provide feedback to the parties concerned.

4.4 AVOIDING ANTI-COMPETITIVE BEHAVIOUR, ANTI-CORRUPTION

In its mortgage banking activities, MBHMB competes actively information or can influence decision-making directly or indi-
but ethically with domestic mortgage banks, establishing a rectly (e.g. through their job hierarchy).
fair and mutually respectful professional relationship over

the years. Issues affecting the sector are typically discussed We seek ta minimise the associated risks by raising awareness
within the Banking Association. There were no competition or of corruption, enhancing the moral integrity of our employees
antitrust proceedings against the Bank in 2023. and reducing situations that provide opportunities for corrup-
tion. Employees of the Bank shall nat solicit, accept or give any
Corruption and bribery are contrary to the Bank's sustainability undue advantage, monetary or atherwise, fram a client during
values and violate criminal law. Our anti-corruption policy and their work, and we alsa draw their attention to this as part of
guidelines are set out in our Code of Ethics, which clearly sta- their mandatory training. In the last four years, no cases of
tes that the Bank prohibits and rejects all forms of corruption. bribery, corruption or undue advantage have been recorded.

MBHMB has the highest ethical standards and applies the
principle of zero tolerance.

Within our Bank mainly those areas can be at risk, where stake-
holders have a decision-making role and influence an business
activities of the Bank (lending, refinancing). There may be a risk
of corruption faor people who have access to material (insider)
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S. OWN OPERATIONS

S1 EMPLOYMENT

Due to its relatively small size, MBH Mortgage Bank pays par-
ticular attention to creating a safe and stable working en-
viranment and to promoting equal opportunities in its daily
operations. Mortgage banking, a specialised lending activity,
is carried out by our professionally well-trained team in a sup-
portive environment that recognises community and individual
values. We believe that our efforts contribute to the stability
and low turnover of the Bank's own employee base.

A key objective of our employment strategy is to promate
equal opportunities and diversity, so that MBHMB remains an
inspiring and attractive place to work for both new and expe-
rienced colleagues. We aim to imprave equal opportunities by
supporting hame office, by dealing with special life situations
in a humane way, and by keeping retired colleagues on flexible
working arrangements.

The long-term employment of our employees and the de-
velopment of their skills is supported by a range of internal
professional and leadership trainings. In the latter, in addition

VSH

MORTGAGE BANK

to the traditional business and financial competences, we also
aim ta enhance sustainability skills. Accordingly, during 2023,
all employees completed the e-learning training on Sustainab-
le Finance as part af the central training at Group level. At the
mortgage bank level, our strategic objectives include measu-
ring satisfaction with the quantity and quality of ESG training,
which we started in 2023, and which produced a very positive
satisfaction score of 82%.

On an FTE™ basis, MBHMB had 16.5 own employees in 2023,
all of whom worked in the Bank’s Budapest office. A key fea-
ture of MBHMB's operation is that certain activities for the
member banks are carried out within the Banking group by the
specialised departments (e.g. the Legal of Human Resources
functions) of the group’s leading bank entity under a Service
Level Agreement (SLA), or in case of the MBHMB's own loan
portfolio under agency contract. In 2023 on an FTE basis the
number of employees not counting as MBHMB employees was
5.5. We did not employ anyone through temporary work agen-
cies or through school and pensioner co-operatives.

NUMBER AND COMPOSITION OF THE WORKFORCE? (FTE)

NUMBER OF THE WORKFORCE AND THEIR DISTRIBUTION BY GENDER (2020-2023)

2020 2021 2022 2023
2020
Number of % Number of % Number of % Number of %
persons persons persons persons

Osszes alkalmazott 156 100% 154 100% 14.2 100% 16.5 100%
NG 73 49.4% 73 474% 72 50.8% 95 576%
Féerfi 8,3 50.6% 871 52.6% 70 49.2% 7 42.4%
COMPOSITION OF EMPLOYEES IN 2023
Type of employment Female Male N/A Total
Indefinite term 9.5 7 00 16.5
Fixed term 00 00 0.0 0.0
Full time 9.0 50 0.0 14.0
Parttime 05 2.0 00 2.5

® The information presented in this report on the changes and composition of the number of employees is based on full-time equivalent (FTE) data as of 31 December

each year.

20The data also include employees providing services to the Bank under the Service Agreements of MBH Mortgage Bank.

~
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NUMBER OF EMPLOYEES ENTERING AND LEAVING (2020-2023)

2020 2021 2022 2023
Number of new
employees Number of % Number of % Number of % Number of %
persons persons persons persons
Male 2 66.6% 2 50% 04 100%
<30
30-50 1 33.3%
50< 1 333% 2 50%
Female 1 33.3% 2 50% 2 100%
<30
30-50 2 100%
50< 1 33.3% 50% 04 100%
Total 3 100% 4 100% 0.4 100% 2 100%
2020 2021 2022 2023
Number of
employees leaving Number of % Number of % Number of % Number of %
persons persons persons persons
Male 2 33.3% 5 71.4% 153 76.5%
<30
30-50 2 33.3% 2 28.6%
50«< 3 42 9% 153 76.5%
Female 4 66.6% 2 286% 0.08 23.5% 103 100%
<30
30-50 4 66.6% 2 28.6% 0.08 23.5% 103 100%
50<
Total 6 100% 7 100% 1.61 100% 1.03 100%

EMPLOYEE BENEFITS, EQUAL PAY,
PERFORMANCE MANAGEMENT

MBHMB applies the remuneration policy of the MBH Group
to all its employees. ESG aspects have been included in the
overall carporate performance targets for the remuneration of
internal members of the highest governance bodies.

28

The Group, in accordance with its Remuneration Palicy and
Cade of Ethics, ensures equal conditions for its female and
male employees in terms of basic salary. The Remuneration
Policy allocates all components of remuneration to Basic Re-
muneration or Performance-related Remuneration.
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In addition to cash benefits, the multi-companent fringe be-

THE REMUNERATION POLICY OF nefits package promotes an improved working environment,

THE MBH GROUP sgpports healthy Iifestgles, mo‘giyation and a sense of belpn—
ging to the community, in addition to employee well-being.

Some of these benefits, such as life insurance, parental leave

Basic Remuneration - Entry bonus . : . .
. : : and cafeteris, are available to full-time, part-time and tempora-
- Base salary - Commission/area incentive
Cafeteria Project bonus ry workers, too.
. ) . The MBH Group has established the Employee Recognition
- Other fringe benefits - Target premium - :
RetaininG bonus Program to reward employees for their outstanding perfor-
9 . mance. The Employee Recognition Program is a transparent
Performance-related - Non-compulsory pension . . .
. recognition system that pravides a framewark for rewarding
Remuneration benefits I
. exemplary individual and team perfarmance that goes far
- Reward - Compensation

beyond the job duties and commitment to the company. The
Graup also regularly rewards its Employee of the Quarter,
Employee of the Year and Team of the Year based on the achie-
vement of targets and performance.

- Annual bonus

5.2. ENVIRONMENTAL IMPACT ENERGY CONSUMPTION

For several years, MBHMB has been looking for efficient energy
use solutions and assessing the carbon footprint of its own
operations. We use the Greenhouse Gas Protacol operational
contral approach to calculate our energy consumption and gre-
enhouse gas emissions. Since we share our office building with
several tenants, our electricity and natural gas cansumption is
calculated on the annual energy consumption and floar area
of the entire office building, pro-rated to the floor area rented
by MBHMB. Our fuel consumption comes from the use of our
company fleet, which has been significantly reduced in size in
recent years.

THE MBH MORTGAGE BANK'S ENERGY CONSUMPTION (2020-2023)

Contributing to a low-emission society is a key element of our
ESG strategy. Due to the nature of our business, we are able to
do this predominantly by offering green martgage refinancing
and green mortgage bonds, which are described in more detall
in chapter 3.2, titled Reducing environmental impact. In the
following, we present the direct environmental impact of our
Bank, which is also a key focus of our operations.

2020 2021 2022 2023
Fuel consumption - petrol (1) 36128 31,735 20,046 5235
Fuel consumption - diesel (1) 2472 1199 1,085 0
Electricity (kWh) 37739 43,719 32,605 42,038
Natural gas (m?) 4,280 4,481 2,966 3,588

ENERGY USE OF THE MBH MORTGAGE BANK IN GIGAJOULES?' (2020-2023)

2020 2021 2022 2023
Fuel consumption — petrol (GJ) 1,217 1,069 676 155
Fuel consumption - diesel (GJ) 90 44 40 0
Electricity (GJ) 136 157 17 157
Natural gas (GJ) 122 128 85 103
Total energy consumption (GJ)?2 1,566 1,399 917 409

21 Unit of measurement according to GRI publication
22 When converting our total energy consumption into Joule for petrol and diesel we used the British Petrol (BP - Approximate conversion factors) database, and for
natural gas we used the data provided by the service provider when converting from cubic meters to Joule. For electricity, the standard conversion number TkWh =

3.6 MJ was used. z
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While in 2022, our electricity and gas consumption decreased
significantly due to group-wide energy efficiency measures
in the operation of the property, and MBHMB's corporate cul-
ture of working from home; we see a slight increase in 2023
compared to the base year. In total energy consumption, this
is significantly offset by a reduction in fuel consumption by
our company car fleet, and thanks to this our total energy con-
sumption in 2023 was halved compared to that in 2022.

MORTGAGE BANK

GREENHOUSE GAS EMISSIONS

We consider the assessment and progressive reduction of our
direct and indirect greenhouse gas (GHG) emissions as the
basis for our effective sustainability activities. Based on the
Greenhouse Gas Protocol’s Standard for Corporate Accounting
and Reporting, our Bank distinguishes three categories when
quantifying its emissions.®

Other indirect emissions

Direct emissions from the
bank's own activities
Description of emissions

related to fuel consumption of

vehicles owned by MBHMB

Indirect emissions, and
emissions from the generation
of energy purchased from other
organisations

Description of emissions

from electricity and gas

consumption related to the use

GHG Protocol Scope 3 Category

15 "Financed emissions'"

Presentation of financed
emissions from the residential

mortgage and commercial real

of a rented office building

Of the greenhouse gases covered by the Kyoto Protocol, the
following three were included in our carbon footprint calcula-
tions:

- carbon dioxide (CQ,),

-methane (CH,),

- nitrous oxide (N,0).

All our emissions are reported in carbon dioxide equivalent
(CO2e), converted using global warming potential (GWP) va-
lues. GWP values are based on the IPCC?* Fifth Assessment
Report?® The emission factors for petrol and diesel were de-
termined using the National Inventory Report (Hungary, 2023)
database. The carbon footprint of our electricity consumption
and natural gas use was calculated using data from the Inter-
national Energy Agency (IEA).

23 https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf

2% Intergovernmental Panel on Climate Change

25 https://www.ipcc.ch/site/assets/uploads/2018/02/WGTAR5_ChapterO8_FINAL.pdf

30

estate portfolio

In order to determine our GHG emissions as accurately as pos-
sible, we have used different emission factors compared to the
previous years in the compilation of this report, so our Scope 1
and Scope 2 values are reported again. We used a location-ba-
sed approach to determine our Scope 2 emissions.

Since our natural gas consumption is not in a leased building
under our operational contral, it is included in our Scope 2
emissions as purchased energy under the GHG Pratocol.

We have been monitoring MBH Mortgage Bank's direct Scope
1 emissions since 2019, Scope 2 emissions since 2020 and
Scope 3 emissions since 2022.


https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf
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MBH MORTGAGE BANK'S SCOPE 1AND SCOPE 2 GHG EMISSIONS (2019-2023)

2019 2020 2021 2022 2023
Fuel - petrol (tCO_e) 13844 88.87 78.07 49.31 12.88
Fuel - diesel (tCO_e) 17.38 677 329 297 0.00
Scope 1emissions (tCO.e) 155.82 95.65 81.35 52.29 12.88
Electricity (tCO.e) n/a 8.25 8.38 6.36 774
Natural gas (tCO,g) n/a 7.29 764 505 61
Scope 2 emissions (tCO,e) n/a 15.55 16.02 11.42 13.85
Total Scope 1and Scope 2 emissions (tCO,eg) 155.82 111.20 97.37 63.71 26.73

Our aggregate Scope 1 and Scope 2 GHG emissions have
shown a steady decline since 2019, thanks to minimising car
use and reducing our vehicle fleet.

Our indirectly financed GHG emissions in cannection with our
credit institution operations are significantly higher than tho-
se from our own operations. The vast majarity of our indirect
emissions comes fraom the total emissions of projects through
refinancing. We have guantified our Scope 3 emissions since
2022 by taking into account GHG Pratocol category 15, ,Finan-
ced emissions”. The basis for the calculation is the PCAF met-
hodology?, which is the most widely used internationally and is
also proposed by the GHG Protocol to determine the financed
emissions of banks and other financial institutions. PCAF's la-
test methodology provides guidance for seven asset classes,

of which - due to our business profile — we have defined our
financed emissions for the asset classes of residential mort-
gages (Mortgages’) and commercial real estate ((Commercial
real estate’). Based on the PCAF methodological delimitation,
the calculation can be extended to on-balance-sheet own
and refinanced loans for purchase purposes for both asset
classes. Thus, loans for construction and renovation, as well as
transactions held for sale or real estate included as collateral
in transactions, were nat included in the calculation, and for
residential mortgages, an additional delimitation was applied
for certain types of real estate due to lack of data. Therefore,
the calculation was performed for 99.26% of the residential
mortgage portfolio to be reported in our balance sheet accor-
ding to PCAF.

DELIMITATION OF MBH MORTGAGE BANK'S MORTGAGES ON COMMERCIAL REAL

ESTATES (2023)

Mortgage exposure (HUF)

Total stock on balance sheet 4,581,520,349
After delimitation of PCAF
. 3,853,923,372
methodology items
After delimittion of items due
3,853,923,372

to lack of data

26 Partnership for Carbon Accounting Financials

~

Level 1delimitation Level 2 delimitation

8412%

8412% 100%
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DELIMITATION OF MBH MORTGAGE BANK'S RESIDENTIAL MORTGAGES (2023)

Mortgage exposure (HUF)

Total stock on balance sheet 399,430,708,665
After delimitation of PCAF
: 286,213,438,751
methodology items
After delimitation of items
284,084,447841

due to lack of data

Level 1delimitation Level 2 delimitation

71.66%

7112% 99.26%

THE MBH MORTGAGE BANK'S FINANCED EMISSIONS (2022-2023)

2022
GHG intensity

2023
GHG intensity

GHG emissions - PCAF data GHG emissions . PCAF data

Asset class (tCO,e/million . (tCOe/million .

(tCO,e) quality (tCO,e) quality®”

HUF) HUF)

Commercial real

3,339 0.70 2115 0.55 4
estate
Residential

49314 018 349 33,865 012 344
mortgage

According to the methodology, the financed GHG emissions
of commercial real estate in the bank’s partfolio in 2022 were
3,339 tonnes of carbon dioxide equivalent, while the emissions
of this portfolio in 2023 are estimated to be 2,115 tonnes of
carbon dioxide equivalent, a decrease mainly due to a reducti-
0N in our expasure.

For residential mortgages, 49,314 tonnes of carbon dioxide
equivalents were calculated in 2022, decreasing to 33,865
tonnes of carbon dioxide equivalents in 2023. We consider it a
significant achievement that we were able to achieve a signifi-
cantreduction in GHG emissions from our residential mortgage

portfolio compared to last year, driven by improved data quality
and a favourable portfolio performance, while increasing the
number of loans included in the calculation. The continuous
monitaring of GHG intensity and other indicators in the calcu-
lation helps to inform the development of our science-based
(SBTi%® based) emission reduction targets, which are a clear
ambition for the Group level targets for 2024.

27 In addition to the emission results, the PCAF methodology also requires the publication of data quality on emission factors, which is rated on a scale of 1to 5, where
1is the highest data quality. Based on our research, the Bank’s reported data quality levels of 4 (Commercial real estate] and 3.44 (Residential mortgages) are at or

above international practice.
28 Science Based Targets initiative

~
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0.3. SOCIAL RESPONSIBILITY

The main focus of MBHMB's social engagement is supporting
children’s education and promoting a conscious, green finan-
cial culture.

In November 2020 MBHMB signed grant agreement with the
Foundation for the School of Fels6dobsza (Fels6dobszai Iskola-
ert Alapitvany), aiming to improve the conditions of education,
teaching, skills development and awareness-raising activities
in the primary schoal of Fels6dobsza. The Foundation places a
great emphasis on talent development, promoting community
activity, arganising cultural, artistic, professianal and sporting
events for the primary school, and preserving traditions. The
foundation recognises the most outstanding student and ath-
lete achievements, with a special focus on socially disadvanta-
ged and Roma students.

e

MORTGAGE BANK

As a result of our support, in September 2027 the House of
Schoolchildren along the River Hernad - ,The Port of Love”
- was opened, and the Bank has been happy to support it
ever since. In addition to financial support, MBHMB regularly
donates various development toys and office supplies to the
community centre.

In order to promote a green financial culture, twice a year we
provide information to institutional investors about MBHMB's
ESG efforts. We also regularly attend professional conferen-
ces, where we actively participate in the collective reflection
on making the financial sector sustainable along the lines set
outin the Report.
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6. ANNEXES

61. GRIINDEX

MBH Mortgage Bank Co. Plc. Publishes its report in accordance
with the GRI Standards for the period 1 January 2023 to 31
December 2023. In addition to the indicatars designated by
the GRI standard, the Bank has also used its own indicators to

Indicator Name of indicator

GRI 2: General Disclosures 2021

1. Reporting practices of the organisation

Chapter

VSH

MORTGAGE BANK

measure its sustainability performance, under the MBHMBX
designation.

No GRI sector standard is available for banks and financial ins-
titutions at the time of reporting.

Page Comment/justification

number for omission

2-1 Organisational data 171. About the Report 5
Entities included in the
2-2 organisation's sustainability 171. About the Report )
report
Reporting period, frequency and
2-3 . 9p : Y 11. About the Report 5
contact
The Bank's Scope 1-2
GHG emissions have
) , 5.2. Environmental changed compared to
2-4 Restatements of information _ 29 _
impact the previous Report. The
reason is an update in
emission factors.
2-5 External assurance 11. About the Report 5
2. Activities and employees
Activities, value chain and other
2-6 ) _ _ 271. About our bank S
business relationships
2-7 Employees 51 Employment 27
2-8 Workers who are not employees | 51. Employment 27
3. Governance
5.9 Corporate governance 4.3. The arganisational 3
structure and composition representation of ESG
510 Nomination and selection of the | 4.3. The arganisational 3
highest governing body representation of ESG
51 Chair of the highest governing 4.3. The arganisational 3
bady representation of ESG
The role of the highest L
_ _ o 4.3. The arganisational
2-12 governing body in supervising _ 23
, representation of ESG
the management of the impacts
513 Delegation of responsibility for | 4.3. The organisational 3
managing impacts representation of ESG
The role of the highest o
_ : . 4.3. The arganisational
2-14 governing body in sustainability 23

reporting

representation of ESG
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. - Page Comment/justification
Indicator Name of indicator Chapter .
number | for omission
GRI 2: General Disclosures 2021
3. Governance
. , 4.3. The organisational
2-15 Conflict of interests ) 25
representation of ESG
S o There were no critical
Communication of critical .
2-16 - cases during the
concerns _ _
reporting period.
Collective knowledge of the 2.3.ESG approach and
2-17 _ _ 13,14
highest governing body strategy
Evaluating the perfarmance of
2-18 i ) 5. Employment 27
the highest governing body
2-19 Remuneration policies 5. Employment 27
The process of determining
2-20 ) 51 Employment 27
renumeration
In line with the decision of
2-21 Annual total compensation ratio the HR this information is
confidential.
500 Statement on the Sustainable Welcome wards from 5
Development Strategy the CEO
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. - Page Comment/justification
Indicator Name of indicator Chapter .
number | for omission
GRI 2: General Disclosures 2021
4. Strategy, policies, and practice
: ) 3.2. Reducing
2-23 Policy commitments _ ) 18
environmental impact
Integrating the commitmentto | 3.2. Reducing
2-24 e , ! 18
principles environmental impact
Th f i 31 M i
5-p5 e prpcsess of managing | anaging | -
negative impacts environmental risks
Mechanisms to be applied when _ _
2-26 _ 4.2 Ethical operation 23
concerns arise
_ _ o 41. Compliance with
2-27 Compliance with legislation ] ) 22
legislation
2-28 Organisational memberships 2. About our bank 9
5. Stakeholder commitment
Approach to stakeholder
2-29 2. About our bank 9
engagement
As there are no
employees covered by
2-30 Collective agreements collective agreements,
itis notincluded in the
report.
Material topics
1.2. The main
51 The process of defining material | criteria used for the 5
topics preparation of the
Report
1.2. The main
) ) ) criteria used for the
3-2 List of material topics ) 6
preparation of the
Report
Transparency
3-3 Management of material topics | 3.4. Transparency 20
The role of the highest o
) , o 4.3. The arganisational
2-12 governing body in supervising . 23
) representation of ESG
the management of the impacts

006

37



MBH MORTGAGE BANK CO. PLC.
SUSTAINABILITY REPORT 2023

VGH

MORTGAGE BANK

. - Page Comment/justification
Indicator Name of indicator Chapter .
number | for omission
GRI 2: General Disclosures 2021
Responsible corporate governance, ethical operation
_ _ 4. Responsible
3-3 Management of material topics 22
corporate governance

Mechanisms to be applied when ) )

2-26 ) 4 2. Ethical operation 23
concerns arise

Employment

3-3 Management of material topics | 5. Employment 27

2-7 Employees 5. Employment 27

2-8 Non-employed workers 571 Employment 27
Evaluating the performance of the

2-18 ) ] 5. Employment 27
highest governing body

2-19 Remuneration policies 571 Employment 27
The process of determining

2-20 ] 5. Employment 27
renumeration

4011 New hired and exited workers 571 Employment 27
Benefits provided to full-time

401-2 warkers which are not provided to | 571. Employment 27
temporary or part-time workers

Process and product innovation

_ _ 3.3. Process and
3-3 Management of material topics i _ 20
productinnovation

Number of properties revalued
using the index-based statistical
methodology for the real 3.3. Process and

MBHMB3 i , 20
estate collateral of the own and product innovation
refinanced loan portfalio backing
mortgage bonds
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Page Comment/justification

Indicator Name of indicator Chapter .
number | for omission

GRI 2: General Disclosures 2021
Compliance with legislation

41. Compliance with

3-3 Management of material topics - 22
legislation
47. Compliance with
2-27 Compliance with legislation o g 22
legislation
Reducing environmental impact (at activity level)
3.2. Reducin
3-3 Management of material topics _ . , 18
environmental impact
Eligible green mortgage portfolio :
3.2.Reducin
as a % of total collateral _ J : 18
. environmental impact
portfolio
Green covered bond portfolio .
3.2.Reducin
as % of total covered bond _ J : 18
. environmental impact
portfolio
Percentage of eligible green
MBHMB2 9 gved 32 Reducing
mortgages not used as , , 18
environmental impact
collateral
CO, emissions of the eligible 3.2.Reducing 13
green mortgage portfolio environmental impact
Annual GHG emissions avoided
3.2.Reducin
per billion HUF of issued green _ ; : 18
environmental impact
bonds
Managing environmental risks
371 Managin
3-3 Management of material topics _ Jnd . 17
environmental risks
5_oc The process of managing 371. Managing 17
negative impacts environmental risks
Ensuring market presence in a changing competitive environment
3-3 Management of material topics | 2.2. Financial results 1

Activiti | hai d oth
2-6 CHVITIES, value ERan 8RGOTRET | 5 About our bank 9
business relationships

2-28 Organisational memberships 2.1. About our bank 9

Approach to stakeholder
engagement

2-29 2. About our bank 9
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Indicator

Name of indicator

GRI 2: General Disclosures 2021

Chapter

Ensuring market presence in a changing competitive environment

MBHMB1

Mortgage bond market share
Stock of mortgage bonds
Narmal collateral

Refinanced loan portfolio

Volume of outstanding green
mortgage bonds

Avoiding anti-competitive behaviour, anti-corruption

3-3

205-3

206-1

Management of material topics

Confirmed corruption cases and
the measures taken

Legal proceedings for anti-
competitive behaviour, antitrust
and monopoly

Other disclosures not related to a material topic

302-1

305-1

305-2

305-3

O Environment (E)

Energy consumption within the
organisation

Direct (Scope 1) GHG emissions

Indirect GHG emissions from
energy (Scope 2)

Scaope 3 - Financed emissions

Social (S)

2.2. Financial results
2.2. Financial results
2.2. Financial results

2.2. Financial results

2.2. Financial results

4.4 Avoiding anti-
competitive behaviour,
anti-corruption

4.4. Avaiding anti-
competitive behaviour,
anti-corruption

4.4. Avoiding anti-
competitive behaviour,
anti-corruption

5.2. Environmental
impact

5.2. Environmental
impact

5.2. Environmental
impact

5.2. Environmental
impact

Page

number

1
M
1
i

1

25

25

25

29

29

29

29

@ Governance (G)
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Comment/justification
for omission

GRI2-4: Data revised due
to conversion factor

GRI2-4: Data revised due
to update of emission
factors

This was part of our Net
Zero strategy for the
definition of the base
years.

No biogenic emissions
were found.

GRI2-4: Data revised due
to update of emission
factors

This was part of our Net
Zero strategy for the
definition of the base
years.
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