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Independent Auditors’ Report 

To the shareholder of Budapest Hitel- és Fejlesztési Bank Zrt. 

Opinion 

We have audited the 2018 consolidated financial statements of Budapest Hitel- és Fejlesztési Bank Zrt. and 
its subsidiaries (hereinafter referred to as “the Bank”), which comprise the consolidated statement of financial 
position as at 31 December 2018, which shows total assets of MHUF 1,236,735, the consolidated statement 
of profit or loss , which shows profit for the year of MHUF 12,539, and the consolidated statements of 
comprehensive income, changes in equity and cash flows for the year then ended, and notes, comprising a 
summary of significant accounting policies and other explanatory information. 

In our opinion, the accompanying consolidated financial statements give a true and fair view of the 
consolidated financial position of the Bank as at 31 December 2018, and of its consolidated financial 
performance and its consolidated cash flows for the year then ended in accordance with International 
Financial Reporting Standards as adopted by the EU (hereinafter referred to as “EU IFRSs”) and those are 
prepared, in all material respects, in accordance with the provisions applicable to entities preparing 
consolidated annual financial statements in accordance with EU IFRSs of Act C of 2000 on Accounting in 
force in Hungary (hereinafter referred to as “the Act on Accounting”). 

Basis for Opinion  

We conducted our audit in accordance with Hungarian National Standards on Auditing and applicable laws 
and regulations in Hungary. Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are 
independent of the Bank for the purposes of our audit of the consolidated financial statements, as provided 
in applicable laws in force in Hungary, “The Policy on Rules of Conduct (Ethics) of the Audit Profession and 
on Disciplinary Procedures” of the Chamber of Hungarian Auditors, as well as with respect to issues not 
covered by these, in the “Code of Ethics for Professional Accountants” issued by the International Ethics 
Standards Board for Accountants (the IESBA Code), and we have fulfilled our other ethical responsibilities in 
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit 
of the consolidated financial statements of the current period. These matters were addressed in the context 
of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we 
do not provide a separate opinion on these matters.  
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Measurement of loans and advances to customers (HUF 826,408 million) 

See Notes 2.4.1, 4.1 and 5.5 to the consolidated financial statements. 

The key audit matter How the matter was addressed in our audit 

The impairment of loans and advances to 
customers is considered to be a key audit matter 
due to the significance of loans and advances to 
customers. Loans and advances to customers 
(HUF 826,408 million) account for 67% of total 
assets, while impairment of loans and advances to 
customers amounted to HUF 61,617 million as of 
31 December 2018. Without an appropriate 
impairment allowance the carrying amount of loans 
and advances to customers can either be over or 
understated. 

Calculating the impairment on loans requires an 
expert estimate, and entails some significant 
assumptions. 

Estimating collateral values and future cash flows 
requires expertise and involves assumptions. 

New impairment models and parameters determine 
the levels of impairment, which can significantly 
alter the provisioning methodology. 

Our audit procedures included the following:  

We evaluated the Group’s decisions and the 
controls introduced, which ensure the impairment 
on loans is complete and accurate. 

We tested the key controls over impairment and 
collateral calculations, checking whether the 
system calculates the days in default correctly. 
We analysed what was discussed at the monthly 
Provision and Portfolio Quality Reviews.  

We conducted a loan review on a sample of 
individually significant customer loans. Our loan 
review included interviews with account 
managers, checking client and collateral 
monitoring, consideration of assumptions applied 
by the Bank and re-performance of key 
calculations. We reviewed the assumptions 
based on our professional judgement and 
industry knowledge. We assessed the collateral 
values based on the valuations carried out by the 
appraisers appointed by the Bank. 

With the involvements of our experts we 
evaluated the impairment models and the 
estimation parameters. With the help of our IT 
specialists we tested the system-integrated 
control mechanisms for provisioning and the 
general IT security environment. 

We examined whether the disclosures prescribed 
by IFRS 9 were complete, accurate and relevant. 
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Introduction of IFRS 9 – Impairment 

See Notes 2.4.1, 3.2.3 and 4.1 to the financial statements. 

The key audit matter How the matter was addressed in our audit 

The introduction of IFRS 9 Financial Instruments is 
considered to be a key audit matter since the 
amendments caused by the transition are 
determined based on complicated accounting 
requirements, and necessitate subjective 
assumptions to define the impairment rating 
categories and the expected credit loss (ECL). 

Material accounting policy decisions were made in 
relation to the options available as of the transition 
and to applying practical solutions. 

The transition required the introduction of new 
processes and a revision of existing processes. 

The reliability and relevance of past, reporting-year 
and future data and information used for the 
calculation of expected credit loss (ECL) are risk 
factors. Evaluating the reasonableness and 
corroboration of the judgements used in the 
calculations constitutes a further challenge. 

Our audit procedures included the following:  

We evaluated the compliance of the accounting 
policies with the requirements of IFRS 9, our 
business understanding and the requirements of 
industry practice. 

With the help of our IT experts we tested the IT 
systems and relevant controls. Involving our 
financial risk management experts we examined 
the impairment models and the compliance of the 
ECL calculation, we recalculated the expected 
credit loss and we examined the sensitivity of the 
impairment parameters. 

We evaluated the Group’s key decisions and the 
reasonableness of estimates with regard to the 
amendments brought about by the transition, 
including the selection of methods as well as the 
evaluation of models, assumptions and source 
data. 

With the help of our experts we examined 
whether the disclosures triggered by the 
transition were complete, accurate and relevant. 

 

Other Information 

The other information comprises the 2018 Consolidated Business Report of the Bank. Management is 
responsible for the other information, including the preparation of the consolidated business report in 
accordance with the Act on Accounting and other applicable legal requirements, if any.  
Our opinion on the consolidated financial statements expressed in the Opinion section of our report does not 
cover the consolidated business report. 

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

Based on the Act on Accounting, we are also responsible for assessing whether the consolidated business 
report has been prepared in accordance with the Act on Accounting and other applicable legal requirements. 
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With respect to the consolidated business report, based on the Act on Accounting, we are also responsible 
for checking that the information referred to in Section 95/C and Section 134 (5) of the Act on Accounting 
has been provided in the consolidated business report.  

In our opinion the 2018 consolidated business report of the Bank is consistent, in all material respects, with 
the 2018 consolidated financial statements of the Bank and the applicable provisions of the Act on 
Accounting. 

There are no other legal requirements that are applicable to the consolidated business report of the Bank, 
therefore, we do not express an opinion in this respects. 

We confirm that the information referred to in Section 95/C and Section 134 (5) the Act on Accounting has 
been provided in the consolidated business report. 

In addition, in light of the knowledge and understanding of the Bank and its environment obtained in the 
course of the audit, we are required to report if we have identified material misstatements in the consolidated 
business report, and if so, the nature of such misstatement. 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 EU IFRSs and for the preparation of the financial statements in accordance with 
provisions applicable to entities preparing consolidated annual financial statements in accordance with EU 
IFRSs of the Act on Accounting 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 Bank’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 Bank or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Bank’s financial reporting process. 

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives 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 an auditors’ 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 Hungarian National Standards on Auditing and applicable laws and 
regulations in Hungary will always detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and 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 Hungarian National Standards on Auditing and applicable laws and 
regulations in Hungary, we exercise professional judgment and maintain professional skepticism throughout 
the audit. We also: 

• 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. 
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• 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 
Bank’s internal control. 

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

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

• 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. 

• 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 internal control 
that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 

From the matters communicated with those charged with governance, we determine those matters that were 
of most significance in the audit of the consolidated financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditors’ report unless law or regulation 
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a 
matter should not be communicated in our report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 

 

Report on Other Legal and Regulatory Requirements 

We were appointed by members meeting on 25 May 2018 to audit the consolidated financial statements of 
the Bank for the financial year ended 31 December 2018. Our total uninterrupted period of engagement is 22 
years, covering the periods ending 31 December 1997 to 31 December 2018. 

We confirm that: 

• our audit opinion is consistent with the additional report presented to the Audit Committee of the Bank 
dated14 March 2019; 

• we have not provided to the Bank the prohibited non-audit services (NASs) as set out by Article 5(1) of EU 
Regulation (EU) No 537/2014 and in terms of the member state derogations by the Act LXXV of 2007 on the 
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Chamber of Hungarian Auditors, the Activities of Auditors, and on the Public Oversight of Auditors in force in 
Hungary. We also remained independent of the audited entity in conducting the audit. 

 

The engagement partner on the audit resulting in this independent auditors’ report is the signatory of this 
report. 

Budapest, 15 May 2019 

KPMG Hungária Kft. 

Registration number: 000202 

István Henye 
Partner, Professional Accountant 
Registration number: 005674 
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