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1. Analysis of Bank’s activity
1.1. Company’s presentation

UniCredit Bank S.A. (the ,Bank”) is the new brand name of UniCredit Tiriac Bank SA starting with August 2015, having
its current registered office at 1F, Expozitiei Boulevard, District 1, Bucharest, Romania. The Bank was established as a
Romanian commercial bank as Banca Comerciala lon Tiriac S.A. in 1991, which merged with HVB Bank Romania SA on
01.09.2006, resulting Banca Comerciala HVB Tiriac S.A. As a result of the merder by absorbtion of the former UniCredit
Romania S.A. (the absorbed bank) by Banca Comerciala HVB Tiriac S.A. (the absorbing bank), the Bank is licensed by the
National Bank of Romania to conduct banking activities. The Bank provides banking services in local currency (,RON”)
and in foreign currency to individuals and companies. UniCredit Bank is part of UniCredit, the European financial group
with the most extensive network in Central and Eastern Europe and one of the most important in Europe. UniCredit
Bank is a "one-stop-shop" for financial services, serving more than 600,000 customers.

UniCredit Bank S.A. is a joint stock company incorporated in 1991, registered with the Trade Register Bucharest under
number J40/7706/1991, sole registration number (CUI) RO361536, registered with the Banking Register under number
RB-PJR-40-011/1999, having EUID ROONRC J40/7706/1991,

(http://www.bnro.ro/files/d/RedgistreBNR/InstitCredit/banl_raport.ntml ).

As of 30 June 2019, UniCredit Group (the “Group”) consists of UniCredit Bank S.A. (the “Bank”) as parent
company and its subsidiaries, UniCredit Consumer Financing IFN S.A. (“UCFIN”), UniCredit Leasing Corporation
IFN S.A (“UCLC”) and Debo Leasing SRL (“DEBQ”).

The businesses of the subsidiaries and the percentade stake of the Bank in its subsidiaries are presented within the
interim condesed consolidated financial statements prepared in accordance with IFRS as endorsed by EU for 30 June
2019.

Please see note Reporting entity presented in the notes to the interim condensed consolidated financial statements
for the period ended 30 June 2019.

At 30 June 2019, the Group has conducted its activity through 146 branches and agencies (31 December 2018: 149)
opened in Romania.

1.2. Main results of the Group’s activity and significant transactions for the period ended 30 June 2019

Same as in 2018, in the first six months of 2019 UniCredit Bank Group, consisting of UniCredit Bank and its
subsidiaries, focused its attention and resources on consolidation of market positions, risk management, growth
and sound development of its business, aiming meanwhile at the safequarding of the Bank’s assets and capital,
value added creation for customers, society and shareholders through enhancement of the quality of products
and services, strong management of credit, market and operational risks and internal controls fully alligned with
statutory and UniCredit Group regulations and best international practices.

Group has obtain a consolidated net profit of RON thousands 352,180 during the first six month of 2019, higher
by 34.42% as compared to the same period oh the previous year.The equity holders of the parent company
registered RON thousands 345,696 during the first half of the year, higher by 23.02% as compared to the same
period oh the previous year.

The Group had consolidated operational income of RON thousands 1,060,118 higher by 22,47% comparing with
the similar period of year 2018. In the same period the operational expenses registered a slight increase (8.88%)
amounted RON thousands 37,877 compared with june 2018.

UniCredit Group's financial indicators show a at the half-year of 2019 as follows: the annualized return on equity
(ROE) was 14.77%, while the annualized return on assets (ROA) had reached 1.49%. Cost-income ratio was at
43.81%, down from the same period of the previous year.
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1.3. Assessment of the Bank's technical level

Digitalization continued to represent a strategic direction in 2019 as well. As such, the Bank continued to pursue
the elimination of paper documents in its relation with the customers, promoting the use of qualified electronic
signatures issued by a Certification authority from Romania. By implementing the electronic signature, UniCredit
offers its customers the possibility to choose how they want to interact with the bank, in the branch or remote,
through alternative channels (for those products wherefore the possibility to digitally sign contractual
documents was implemented).

Furthermore, the Bank continued to improve the Mobile Banking application, introducing new functionalities,
with the purpose of providing clients with a simpler and quicker use experience.

1.4. Assessment of sales activity
The first half of 2019 was marked by numerous achievements for UniCredit in Romania, in all of its areas of activity.

First of all, it is worth noting that, as a sign of recognition for the high quality banking services provided, the Bank was
awarded several distinctions in 2019. Among them, we can mention: UniCredit was designated “Best service provider
at global level” for the categories “All services”, “Overall Execution”, and “Products” in Euromoney Trade Finance Survey
2019, the pole presenting UniCredit as market leader in Romania, but also in Central and Eastern Europe (CEE), Bosnia
and Herzedovina, Buldaria, Croatia, Czech Republic, Hundary, Italy, Russia, Serbia, and Turkey. For the “Best Service”
category, UniCredit won first place in Romania and also in CEE, Middle East, Bosnia and Herzegovina, Buldaria, Croatia,
Czech Republic, Hungary, Italy, Russia, Serbia, Turkey and Germany.

Furthermore, the effort and commitment of the Bank’s team in the service of private banking customers were
recognized in prestigious international analyses. On one hand, UniCredit was acknowledged by Global Finance
magazine as the best Private Banking bank in Central and Eastern Europe in 2019; for their presence at local level, the
Romanian and Austrian entities was awarded (with Schoellerbank in the latter case). Subsequently, UniCredit Bank was
acknowledged for Best Private Banking Services Overall in Romania also by Euromoney Private Banking and Wealth
Management Survey.

Locally, during this time period, the Bank received numerous distinctions as well. In an intercession rewarding
excellence on the Romanian banking market, Finmedia awarded UniCredit Bank three awards for its retail activity and
results (“Best agencies for the crediting activity”; “Best agencies in attracting deposits”; and “Most profitable agencies”)
and an award related to NPL management. Furthermore, the Mastercard Young card for children from UniCredit Bank
was designated “Product of the Year in 2019” in the “Product of the year” competition ordanized by Media Concept
Store and, in the E-Finance Gala ordanized by Finmedia, the Bank won the “e-cards” category award. Last, but not least,
UniCredit was designated Bank of the Year 2018 during the 14th edition of the SEE Real Estate Awards Gala ordanized
by Europa Property. Moreover, UniCredit Consumer Financing was designated “The Non-banking Financial Institution of
the year 2018” during the Mastercard Bank of the Year Gala, for the performances achieved in 2018 in the non-banking
financial industry.

As in the foregoing years, in 2019 the Bank provided its corporate customers special financing conditions in the context
of different conventions it was a party to. As such, at the beginning of the year, UniCredit Bank commences the
release of facilities according to the agreement signed with the European Investment Fund (EIF), by the Fund of
Funds Programme, a programme with funds from the European Agricultural Fund for Rural Development
(EAFRD) which aims at strengthening the access to funding for farmers and companies in the rural environment
(project financed by the European Union through the European Fund for Agdriculture and Rural Development and
implemented in Romania through the 2014-2020 Rural Development National Program). Thus, UniCredit reiterates its
commitment to the adricultural sector and to the economy generated in the rural environment, taking an interest into
young farmers, including micro-farms, or farms located in mountain areas. Without a doubt, this agreement could
represent an important support element for those farmers who, depending on their business environment or on the
industry they act in, don’t always possess the guaranties requested by banks through their crediting policies and who,
as such, complete the range of crediting products which benefit from securities provided by EIF (Innovfin, COSME).
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In the retail area as well, the first half of 2019 was rich in achievements for UniCredit. Preserving its goal of becoming a
strong player in the retail area, the Bank continued to innovate and develop its offer, proposing simpler products, digital
platforms, and simplified processes for clients. As such, in May, UniCredit Bank and Mastercard launched Mastercard

Young which is intended for the age category of up to 18 years and which, at that time, was the first debit card on the
local market usable by children ages 6 to 14 (according to a market study carried-out in April 2019 by iSense Solutions
for UniCredit Bank). The product, attached to the GeniusCont Junior current account offer, provides important financial
and non-financial benefits for under-age clients and their ledal representatives. Thus, first of all, this is a useful
instrument in financial education for children which have the opportunity to use, on their own behalf and in conditions
of safety, digital methods of payment and personal funds manadement. Advantades related to supply costs,
contactless payment, access to Mobile and Online B@anking services and safety protocols for cash withdrawals are
added to these.

Then, in June, UniCredit announced that Apple Pay becomes available for its customers thus taking another step
forward in the direction committed to - innovation and digitalization, and providing its customers with new solutions
which matter to them — an easy, secure and private way to pay. Apple Pay can be used by UniCredit cardholders
at all Romanian terminal readers that support contactless payments or anywhere in the world where contactless
payments are accepted. With Apple Pay on iPhone, Apple Watch, iPad and Mac, customers can make fast and
convenient purchases in stores, through apps and online using all types of UniCredit debit and credit cards.

Furthermore, UniCredit Consumer Financing IFN SA (UCFIN), part of the UniCredit Bank group from Romania, provided
new products and facilities for its clients, for example, through a partnership with Digi Mobil, clients of the electronic
communications operator were given the chance to choose the acquisition of a telephone in 24 equal instalments, with
zero interest and zero commission. Moreover, through a partnership with The Bike Hub clients were given the chance to
acquire the new Vespa Elettrica until February 28, 2019 through loans with an annual actual interest of 0%, directly
from the showroom.

At the same time, UniCredit Consumer Financing continued to consolidate its position in consumer loans and personal
needs loans, developing strategic partnerships with two of the strongest competitors in the telecoms market. The
adoption of the latest trends in the card market (Mastercard off us instalments, new digital functionalities and
premium benefits for Premium cards) led to the title of the "Non-Banking Financial Institution" of the year, awarded by
Mastercard. At the same time, efforts have been made in the area of consumer digitization, as well as the mission to
make their clients easier and to offer the right products and services at the right time and place, being the main
directions pursued in 2019: the launch of Apple Pay Pay for credit cards, the implementation of the digital signing
solution on additional sales channels, such as the partner store or call center network, the launch of the "Green Credit"
(advantadeous interest on the purchase of products or technolodies high energy) are just a few of the initiatives
launched by UniCredit Consumer Financing in 2019.

In the first half of 2019, UniCredit Leasing continued to be the number one leasing player in Romania. Through
the large range of financed products and projects, from the auto segment to medical, construction equipment,
agricultural machinery or IT equipment, UniCredit Leasing continued to supports the development of the
Romanian economy, as well as the local entrepreneurship. Moreover, one of the company’s main development
directions remained the continuous innovation and optimization of its product portfolio through the permanent
digitalization of its solutions and services.

The business transactions have been properly and correctly recorded in the Group’s ledgers, based on the
appropriate legal evidence and documents. All the law requirements regarding the ordganization and running of
the accounting activity have been met, respecting all accounting principles, rules and accounting methods
provided by the applicable laws and regulations.

The data presented have taken into account the organization and management of the accounting activity in
accordance with the Law no. 82/1991, republished and with further amendments and updates, NBR (National
Bank of Romania) Order no.27/16.12.2010, with further updates and amendments.

All the state budget liabilities have properly booked and paid in accordance with local regulations in force.

The external auditor of the Bank, Deloitte Audit SRL, revised the interim condesed consolidated financial
statements for the period ended 30 June 2019 in accordance with International Standards on Review
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engagements 2410 ,Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”

The audit opinion states that the interim condesed consolidated financial statements for the period ended 30
June 2019 give a true and fair view on the financial position, financial performance and cash flows of the Bank
and respectively, of the Group, in accordance with International Financial Reporting Standards as endorsed by
European Union.

The review results are presented in the external auditor review report issued by Deloitte Audit SRL attached to
this document.

1.5. Assessment of the risk management activities

The Bank continued to carefully analyze the actual and potential risks, reflecting the appropriate level of
provisioning.

The main risks to which the UCB Group is exposed are:
1.5.1. The foreign exchange risk

UCB Group is exposed to foreign exchande risk, as a consequence of its foreign exchange transactions performed in
RON and in foreign currencies, respectively of the mix of currencies in which the assets and the liabilities are
denominated.

The main foreign currencies held by the Group are EUR and USD. The Group strictly monitors and manages the
foreign currency position and monitors the exposure to the internal limits set by internal procedures.

1.5.2. Interest risk

UCB Group faces interest rate risk that could be a result of exposure to unfavorable fluctuations on the market.
The change of the interest rates on the market directly influences the income and expenses related to the
financial assets and liabilities bearing variable interests, as well as the effective value of those bearing fixed
interest rate.

For the financial receivables and financial liabilities in RON, UCB Group aims to correlate the current interest
rates on the market and to obtain a positive interest margin.

For the financial assets and liabilities denominated in other currencies than RON, the Bank and its subsidiaries
aim to maintain a positive net position. Most of the interest-earning assets and interest-bearing liabilities in
foreign currencies have variable interest rates, which could be exchanged at the Bank initiative, or that are
related to a reference variable interest rate on the inter-banking market.

1.5.3. Credit risk

UCB Group is exposed to credit risk representing the risk of negative impact on revenues generated by debtors
not fulfilling the contractual obligations of loans granted on short, medium or long run.

UCB Group manages this risk through a set of comprehensive measures, both at transaction and debtor, and at
global level, related to:

e Strict evaluation of debtors’ creditworthiness and of credit applications;
e Continuous monitoring of the exposures in order to identify any chandes that may affect negatively the
overall risk position, in order to adopt the most appropriate solutions for preventing/reducing the potential

losses;

e Computation of expected credit loss (ECL), in accordance with the legislation in force on international
financial reporting standards (IFRS9) and in conjunction with the provisions of UniCredit Group policies;
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e C(apital allocation for unexpected credit risk losses, in accordance with requlatory requirements and
UniCredit Group regulations;

e Redular monitoring of the credit risk profile, in order to ensure compliance with the tolerance limits defined
in accordance with the risk management strateqy and the Bank’s risk appetite.

In respect of ensuring a prudent management for credit counterparty risk, the Bank deals with international
banks with adequate ranking based on specific assessment criteria and strict internal rules. There are specific
limits for the transactions with other banks related to deposits and foreign currency exchangdes.

1.5.4. Operational risk

Exposure to operational risk is generated by the probability of loss resulting from inadequate or failed internal
processes, people and systems or from external events. Operational risk includes legal risk, but excludes
strategic and reputational risks. Legal risk includes, but is not limited to, exposure to fines, penalties or punitive
damages resulting from supervisory actions, as well as from private settlements.

The operational risk management framework within UniCredit Bank is well structured and involves relevant
factors in promoting a culture favorable to communication, management and control of operational risk. The
framework is supported by the existence of a dedicated independent function for the control of operational risk,
by a structure of relevant committees and by a system of reporting operational risk to the Management of the
Bank.

The operational risk management system is integrated into the internal processes defined for the management
of significant risks. The main tools employed in the management and control of operational risk are: collection
of operational risk events, scenario analysis, operational risk indicators, mitigation actions and operational risk
reporting.

The main objective of the operational risk management consists of implementing effective processes for the
early identification of risk exposures as well as the definition and maintenance of a complex system of controls
with proved efficiency in preventing risks’ materialization and mitigating their effects.

1.5.5. Liquidity risk
The liquidity risk is the probability of the Group falling short of its due payments resulting from its contractual
relations with clients and third parties. Under normal conditions of market functioning, the liquidity risk may

materialize also through the need for the Bank to pay a premium over market rates to be able to access liquidity.

Among the main potential generators of liquidity risk, the Bank distinguishes between liquidity mismatch
risk/refinancing risk; liquidity contingency risk; market liquidity risk.

Manadement of liquidity risk
In line with the Group’s liquidity framework, the main goal of the overall liquidity management is to keep the
liquidity exposure at such a level that the Bank is able to honor its payment obligations on an on-going basis,

but also during a crisis without jeopardizing its franchise value or its brand’s name.

Hence, two main operating models for the liquidity management are defined: going concern liquidity
management and the contingent liquidity management.

From a liquidity risk governance perspective, the Bank has two type of operational structures: managing bodies
acting as strategic decision taking functions and operational units acting as operative liquidity management
functions, i.e. Finance, Financial Risk, Markets — Trading.

In accordance with the strategic goal of self-sufficient funding, the Group’s liquidity and funding strategy is
centered on:

e achieving a well-diversified customer funding base;
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e development of strategic funding through own bonds issues and covered bonds issues;

e development of relations with various international financial institutions and foreign banks for special
financing programs.

The liquidity cost benefit allocation is an important part of the liquidity management framework. Liquidity is a
scarce resource and accordingly a proper management of costs and benefits is essential in order to support
sound and sustainable business models. Therefore, the Bank has put in place a proper funds transfer pricing
mechanism.

Key indicators used by the Bank for measuring liquidity risk are:

e the daily short-term liquidity report, through which cash inflows and outflows mainly coming from inter-
bank transactions are monitored;

* the structural liquidity ratios/daps, used to assess the proportion of medium-long term assets sustained
with stable funding;

* liquidity indicators established by the regulators (ie: liquidity indicator, liquidity coverage ratio, net stable
funding ratio;

» other key indicators for the management of liquidity and funding needs used to assess the liquid assets, the
concentration of funding and the way in which loans to customers are sustained by commercial funds.

The Bank sets the limit and triggers levels for the main indicators used to measure the liquidity risk and, in case
a breach is observed or anticipated, specific requested actions are taken for correcting the structure of the asset
and liability mix of the Bank.

Regular stress testing assessments are performed in order to evaluate the liquidity position of the Bank. In case
of a deteriorating position, liquidity stress tests are one of the main metrics in order to support management’s
decisions before and also during stress situations. Liquidity stress test results are useful in order to assess the
“right” sizing and composition of a liquidity buffer on a regular basis. As such, liquidity stress testing serves as
an essential tool of assessment of the liquidity risk in an on-going basis, rather than in a crisis situation only.

1.6. Macroeconomic perspectives

The National Bank of Romania (,NBR”) seized the monetary policy rate at 2.5% in the first half of the year 2019.
Similarly, the minimum reserve requirements were also seized at 8% level, both for local and foreign currency.
For the current year we do not anticipate any change in the monetary policy rate or the minimum reserve
requirements.

Annual inflation rate exited NBR’s 1.5%-3.5% target range, touching the maximum value for the first half of the
year 2019, respectively 4.1%. Furthermore, the NBR projections indicate that the inflation target interval will
not be hitted also for this year, the forecast for the third quarter being 3.8%, while for the end of the year the
expectation being at 4.2% level. Although the beginning of the year marked a decrease of the inflation rate, the
pattern has reversed due to the increase in prices of the main groups of goods and services included in the
consumer basket, except for the administrate prices. Among the shocks which contributed to the increase in the
inflation rate we can exemplify the following: raise of the oil price in international quotations, prince increase of
the vegetable products, significant increase in the cidarette excise or the depreciation of the national currency.
The current NBR projection place the inflation rate between 3% and 3.4%, between the NBR’s targeted interval.

Considering that the inflation NBR’s targeted interval is likely to be missed, we cannot state there will any
easing of the monetary conditions from NBR side. Moreover, the NBR could attempt to prevent the sudden
changes of the interest rates or the exchange rate eur-ron through the close management of the market liquidity
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and through FX interventions in the market. Eur-ron exchande rate will fluctuate between the tight interval 4.7-
4.8 leu per euro, in case that there will not be any changes in the actual strategy.

Market liquidity management remains an important NBR monetary policy instrument also in 2019. Compared
with 2018, in the first half of the year 2019, the central bank did not organized any REPO operation through
which the Banks can borrow funds at the monetary policy rate. Instead, NBR used several times the DEPO
instrument through which the central bank draws deposits in order to sterilize the market excess liquidity.

Non-performing loans (NPL) are no longer a weakness in loan production, the NPL level reported for the entire
banking system being 4.9% as of June 2019. The quality of credit portfolios continued to improve, the non-
performing loans decreasing from 6.41% in December 2017, to 5% in December 2018 and 4.9% in June 2019.
Important optimization and restructuring of the credit portfolios was already performed therefore we are not
expecting that similar operations to have an important impact on the non-performing loans.

Loans granted to households continued to increase up to the RON 259.5 billion in June 2019, registering an
increase of 7.1% compared to the same period of the previous year. RON loans stock increased with 9.6%, while
the foreign currency loans registered an increase of 2.4% in annual terms. An important increase was observed
in terms of households loans, 13.8% in June 2019 compared to the same period of the previous year. Foreign
currency loans granted to households continued their downward trend with 8.8% compared with June 2018. In
terms of loans granted to companies, foreign currency loans had a more pronounced dynamic, registering an
increase of 12.1%, yoy basis.

The global savings had a positive trend, total deposits of residents, households and companies, touched the
336.9 bn level, increasing with 7.7% in June 2019, on yoy basis. Households deposits, representing
approximately 62% out of the total deposits, registered a bigger increase on foreign currency (15.6%) compared
to local currency (8.7%) in June 2019, yoy basis.

1.7. Intedrity/Corporate Social Responsibility

For over 12 years, UniCredit Bank supports some of the most important financial and entrepreneurial education
projects, communication and social initiatives, as well as cultural events from Romania. UniCredit Bank was
involved and supported an important number of educational, entrepreneurial, social, and cultural events, in
cooperation with various NGOs (Non-governmental Organization) and other partners.

Among them, during the first part of 2019: Social Impact Banking, Creative Minds Academy (3 editions in lasi,
Bucharest and Timisoara), Creative Quarter Design Festival (a multi-discipline event dedicated to creative
industries from Bucharest, the Sibiu International Theatre Festival (where the Bank is involved in supporting the
location at the Culture Factory), Teach for Romania (educational projects in under-privileged areas of the
country), the SoNoRo scholarships program for young musicians.

Social Impact projects

The Social Impact Banking (SIB) program was launched also in Romania this year. SIB represents the
commitment of UniCredit in building a more fair and inclusive society. Its purpose is identifying, financing and
promoting businesses and people which have a positive social impact. The doal of this approach is to generate
both economic benefits, and larder benefits at society level. In addition to the provision of credits for projects
and ordanizations which are dgenerally excluded from accessing banking services and products, SIB offers to
UniCredit Group the opportunity to share financial and business expertise through educational projects
dedicated to micro-enterprises, social businesses, vulnerable or under-privileged groups, including young
persons, elderly persons, and categories in situations with risks of social exclusion.

The involvement of UniCredit employees is an important element in accomplishing the actions within SIB which
supports the building of valuable networks in communities wherein the Bank operates. These bring people
together in order to share positive experiences and to increase the notoriety of relevant projects, with the
purpose of increasing their potential impact. SIB will also involve the monitoring and measuring of results which
are essential so as to secure a sustainable growth of both sponsored projects, as well as the output of



Half-Year Report as of 30 June 2019 as per FSA Red. n0.5/2018

investments made by the bank. The goal is to measure not only direct impact, but also the indirect positive
effects of supported projects for social and economic welfare of communities wherein UniCredit is present.

Presently, the Bank is undergoing the adaptation of SIB projects; until the official launch of SIB, we continue
ongoing projects like the one for the financial and entrepreneurial education for micro-enterprises in the creative
industries, Creative Minds Academy.

Educational projects

Starting this year, the Bank positioned the Creative Minds Academy in line with Social Impact Banking. During
the first half of 2019, the Academy reached lasi for the first time, then Timisoara for the second time and
Bucharest for the spring edition. The over 100 creative entrepreneurs who participated in those sessions
benefited from the new course we introduced - social innovation. In association with Ashoka, an international
organization dedicated to promoting social businesses, we developed an educational module intended to help
entrepreneurs in identifying and capitalizing on social impact opportunities within their business.

The partnership with the Teach for Romania team was continued through the support granted to 3 teachers
whose wages are covered for the 2018-2019 school year and who, presently teach in a school from Fundeni,
Calarasi.

Cultural project

The UniCredit group has a long-lasting tradition in supporting culture due to its conviction that this is a way to
promote social and economic progress, but also to encourage dialogue redgarding innovation, social cohesion,
and feeling of belonging.

UniCredit is one of the two official sponsors of the Sibiu International Theatre Festival (FITS). For its 16th year,
UniCredit was the official partner of FITS, an event dedicated to the performing arts which placed Romania on
the world’s cultural map and continues to support the festival. As such, by giving high quality art to the FITS
public, UniCredit invests in things that matter for such public. In 2019, the Bank continued supporting the
Culture Factory location where, along with the Radu Stanca Theatre team it develops an education platform for
arts, culture, and architecture. Additionally, in this year, the Bank supported the lanterns exhibition “Lantern
Festival”, a centuries old Chinese tradition, in the Astra Sibiu Museum because cultural projects directly
contribute to the social and economic progress of society and, as such, involvement in those which matter for
Romanians.

2. Tandgible and intangible assets of the Group

Tangible and intangible assets of the Group (net amount) was RON thousands 520,567 at the end of first half of 2019
(including assets representing right of use from IFRS 16), compared to RON thousands 362,048 as of 31 December
2018, representing a increase of 43.78% generated mainly by assets from right of use (the value of these assets which

represent right of use is amounted of RON thousands 158,515); for this category see note 28 IFRS 16 from Notes to
condensed interim consolidated financial statements for the six months ended June 30, 2019.

3. Capital Market for the bonds issued by the Bank/Group
3.1 Description of the market in Romania and other countries on where the issued bonds are traded

In July 2017, the Bank issued 61,000 medium and long term bonds denominated in RON listed on Bucharest
Stock Exchange with nominal value of 10,000/bond, having the following characteristics:

10
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. Symbol UCB20, ISIN ROUCTBDBC022, number of instruments 14,600, floating rate ROBOR 6M + 0.65%,
interest coupon half-yearly payable and redemption date on 15 July 2020. Out of 6 interest cupons, the first,
second and the third cupons have been paid to the bond holders;

. Symbol UCB22, ISIN ROUCTBDBC030, number of instruments 28,050, floating rate ROBOR 6M + 0.85%,
interest coupon half-yearly payable and redemption date on 15 July 2022. Out of 10 interest cupons of this bond
issue, the first, second and the third cupons have been paid to the bond holders;
. Symbol UCB24, ISIN ROUCTBDBC048, number of instruments 18,350, floating rate ROBOR 6M + 1.05%,
interest coupon half-yearly payable and redemption date on 15 July 2024. Out of 14 interest cupons of this bond
issue, the first, second and the third cupons have been paid to the bond holders.

Information regarding these bonds are presented on the Bucharest Stock Exchange website

(http://www.bvb.ro/Financiallnstruments/Details/FinanciallnstrumentsDetails.aspx?s=UCB20)

(http://www.bvb.ro/Financiallnstruments/Details/FinanciallnstrumentsDetails.aspx?s=UCB22)

(http://www.bvb.ro/Financiallnstruments/Details/FinanciallnstrumentsDetails.aspx?s=UCB24)

3.2 Description of the way the entities settle the obligations to the holders of those securities

The coupon payments are made in accordance with the provisions of the Chapter ,Bonds terms and
conditions”, paragraph 9 Payments in the ,BONDS ISSUE PROSPECTUS” published on the Financial Supervision
Authority’s website (http://www.asfromania.ro) — direct link:

(http://www.asfromania.ro/supraveghere/supraveghere-capital/emitenti-capital-supraveghere/oferte-publice-capital-

supraveghere/prospecte-amendamente/1891-prospectele-amendamentele-certificatele-pentru-ofertele-de-vanzare-
aprobate-de-a-s-f-c-n-v-m).

UniCredit Bank SA signed in August 2017 Service Contracts with the Central Depository and has the status of
paying agent for its own issued bonds.

3.3. Description of Bank’s policy redarding dividends

In April 2019, the General Meeting of Shareholders approved the distribution of net profit for the year 2018 as
follows:

e increase of the legal reserve by 12,320,215.40 RON up to 20% of the amount of the Bank's share capital, in
accordance with the provisions of Law 31/1990;

 establishing of a reserve amounting to 27,258,575.00 RON for the profit reinvested of exercise 2018;

e the distribution of dividends amounting to 360,749,199.47 RON, paid no later than 30 June 2019,
proportional to the share of each shareholder in the registered capital of the Bank;

 reinvesting the net profit remaining in total value of 150,470,728.13 RON in order to support the capital base
and the Bank's solvency rate (in order to develop the Bank's business strategy).
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4. Changes which impact the Shareholders equity and Management of the Group

4.1. Changes in the administration of the Group

on 17" of April 2008, General Meeting of Shareholders adopted the dual tier governance system, through which the
manadement of UniCredit Bank SA is ensured by the Manadement Board, respectively by Supervisory Board,
Management Board members not being able to be in the same time members of the Supervisory Board.

Presentation of the Supervisory Board members as of June 30, 2019

Supervisory Board of UniCredit Bank as of June 30, 2019 consisted of:

1. Corneliu Dan Pascariu, Romanian citizen, born on 12.05.1950, President of Supervisory Board;

2. Heinz Meidlinger, Austrian citizen, born on 06.09.1955, Vicepresident of Supervisory Board;

3. Jutta Liebenwein Schoeffmann, Austrian citizen, born on 30.11.1959, Member of Supervisory Board;

4. Stefano Porro, Italian citizen, born on 07.03.1975, Member of Supervisory Board;

5. Luca Pierluigi Rubada, Italian citizen, born on 27.08.1970, Member of Supervisory Board;

6. Zeynep Nazan Somer Ozelgin, Turkish citizen, born on 06.11.1963, Member of Supervisory Board.

Presentation of the Management Board members as of June 30, 2019

Management Board of UniCredit Bank as of 30 June 2019 consists of:

1. Catalin Rasvan Radu, Romanian citizen, born on 12.02.1966, Executive President (CEQ), President of Management
Board;

2. Marco Cravario, Italian citizen, born on 28.05.1967, First Executive Vice-president (Deputy CEQ);
3. Philipp Gamauf, Austrian citizen, born on 23.06.1982, Executive Vice-president, Member of Management Board;

4. Septimiu Postelnicu, Romanian citizen, born on 27.03.1977, Executive Vice-president, Member of Management
Board starting with 13.07.2018;

5. Nicola Longo Dente, ltalian citizen, born on 21.06.1959 Executive Vice-president, Member of Management Board
starting with 03.12.2018;

6. Andrei Bratu, Romanian citizen, born on 16.04.1978, Executive Vice-President, Member of Management Board
starting with 01.01.2019;

7. Carlo Driussi, Italian citizen, born on 01.01.1978, Executive Vice-President, Member of Management Board starting
with 24.05.2019.

During January-June 2019, there have been the following changes in the governing bodies of UniCredit Bank, such as:
Supervisory Board’s members:
During the Ordinary General Meeting of Shareholders held on February 25, 2019, was approved as follows:

e appointment of Mr. Faik Acikalin as member of the Supervisory Board of UniCredit Bank S.A. for a mandate of
3 years, respectively until February 25, 2022 appointment under NBR approval;
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e appointment of Mr. Pasquale Giamboi, as member of the Supervisory Board of UniCredit Bank S.A., for a
mandate of 3 vears, respectively until February 25, 2022; on 10th of July 2019 NBR has approved this
appointment;

e acknowledgement of the resignation of Mr. Heinz Meidlinger from the mandate of member of the Bank’s
Supervisory Board and, consequently, from the position of Vice-Chairman of the Bank’s Supervisory Board. The
mandate of Mr. Heinz Meidlinger will cease starting the next day after receiving from the National Bank of
Romania of the prior approval for Mr. Faik Acikalin as member of the Supervisory Board.

Manadement Board’s members:

e on 24.05.2019, National Bank of Romania approved the appointment of Mr. Carlo Driussi (GBS Division
Coordinator) - Member of the Bank's Management Board, appointed in the Supervisory Board meeting on
05.12.2018 starting with 01.01.2019.

The current mandates of UniCredit Bank Management Board’ members are valid until 17" of April 2020.

There are no litigations or administrative proceedings in the Bank’s records regarding the members of the
Supervisory Board or the Board of Directors of UniCredit Bank.

4.2. Increase of share capital. Changdes in the shareholders’ equity of the Bank

As of 30 June 2019, the share capital of the Bank consists of 48,948,331 ordinary shares (same number as for 31
December 2018), with a face value of RON 9.30 /share and a share premium of RON 75.93 /share. The total value of
the share premium is RON thousands 621,680.

As of 30 June 2019, UniCredit Bank SpA, the main shareholder of the Bank, owns 98.63% of the Bank's social capital
(same as in 31 December 2018).

No changes in the share capital of the Bank were performed during January-June, 2019. Therefore, on June 30, 2019,
the Shareholders structure was as follows:

Shareholders Shares’ number Value (RON) %
UniCredit S.p.A. - Italy 48,277,621 448,981,875.30 98.6297
Romanian Individuals 631,989 5,877,497.70 1.2911
Romanian Legal Entities 21,606 200,935.80 0.0447
Foreign Individuals 9,775 90,907.50 0.0202
Foreign Legal Entities 7,340 68,262 0.0143
TOTAL 48,948,331 455,219,478.30 100

The shareholders’ structure of the Bank is as follows:

30.06.2019 31.12.2018
% %
UniCredit SpA* 98.63 98.63
Others investors 1.37 1.37
Total 100.00 100.00
*) starting with 1 October 2016, UniCredit Sp.A took the operations from CEE and subsidiaries from UniCredit Bank Austria
AG.
The structure of the capital is as follows:
RON thousands 30.06.2019 31.12.2018
Statutory social capital 455,219 455,219
IAS 29 — Hiperinflation effect 722,529 722,529
Social capital as per IFRS 1,177,748 1,177,748
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5. Consolidated financial statements

5.1. Assets, Liabilities, Equity

The structure and the evolution of the main catedories of assets, liabilities and equity of the Group are presented below:

In RON thousands 30.06.2019 31.12.2018
Assets:

Cash and cash equivalents 9,443,695 10,282,256
Financial assets at fair value through profit or loss 280,024 296,786
Derivatives assets designated as hedging instruments - 146
Loans and advances to customers at amortized cost 24,780,691 24,622,313
Net Lease receivables* 3,153,547 3,002,737
Loans and advances to banks at amortized cost 364,072 1,897,603
Other financial assets at amortized cost 161,087 190,153
Financial assets at fair value through other comprehensive income 7,193,453 7,330,621
Investments in subsidiaries - -
Property and equipment 177,285 196,175
Assets representing the right of use 176,820 -
Intangible assets 166,462 165,877
Current tax assets - 630
Deferred tax assets 126,800 143,455
Other assets 180,693 175,592
Non-current assets classified as held for sale 32,693 32,693
Total assets 46,237,322 48,337,037
Liabilities:

Financial liabilities at fair value through profit or loss 92,973 69,809
Derivatives liabilities designated as hedging instruments 114,077 78,919
Deposits from banks 1,339,706 3,757,658
Loans from banks and other financial institutions at amortized cost 7,428,090 7,591,300
Deposits from clients 29,410,217 29,494,902
Debt securities issued 621,280 622,114
Subordinated liabilities 904,044 890,311
Debt from leasing operations 162,423 -
Other financial liabilities at amortized cost 757,980 459,836
Current tax liabilities 40,907 44,889
Deferred tax liabilities - -
Provisions 206,785 205,454
Other non-financial liabilities 240,233 264,661
Total liabilities 41,318,715 | 43,479,853

*For the year 2018, Net Lease receivables includes only leases granted by UCLC, the remained loans were reclassified to "Loans and
advances to customers at amortized cost"; the way of presentation was maintained also for June 2019.
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In RON thousands 30.06.2019 | 31.12.2018
Equity

Share capital 1,177,748 1,177,748
Share premium 621,680 621,680
Cash flow hedge reserve (52,152) (45,054)
Reserve on financial assets at fair value through other comprehensive income (11,491) (88,570)
Revaluation reserve on property and equipment 9,840 9,819
Other reserves 298,289 271,031
Retained earnings 2,752,406 2,794,727
Total equity for parent company 4,796,320 4,741,381
Non-controlling interest 122,287 115,803
Total equity 4,918,607 4,857,184
Total liabilities and equity 46,237,322 | 48,337,037

At the end of June 2019, total assets were RON thousands 46,237,322 compared to RON thousands 48,337,037 as of
31 December 2018 (decrease by 4.34%).

The main significant changes (increase/decrease) within the Group assets were for the following categories:

* Loans and advances to banks: decreased by RON thousands 1,533,531 (-80.81%) from RON thousands 1,897,603
in December 2018, to RON thousands 364,072 in June 2019.

e Cash and cash equivalents: decreased by RON thousands 838,561 (-8.16%) from RON thousands 10,282,256 in
December 2018, to RON thousands 9,443,695 in June 2019.

* Net lease receivables: increased by RON thousands 150,809 (+5.02%) from RON thousands 3,002,738 in
December 2018, to RON thousands 3,153,547 in June 2019.

* Financial assets at fair value through profit or loss: decreased by RON thousands 16,762 (-5.65%) from RON
thousands 296,786 in December 2018, to RON thousands 280,024 in June 2019.

 Other financial assets at amortised cost: decreased by RON thousands 29,066 (-15.29%) from RON thousands
190,153 in December 2018, to RON thousands 161,087 in June 2019.

The main significant changes (increase/decrease) of Group liabilities/equity positions were for the following categories:

* Liabilities at fair value through profit or loss: increased by RON thousands 23,164 (+33.18%) from RON
thousands 69,809 in 31 December 2018, to RON thousands 92,973 at June 2019.

* Derivatives liabilities designated as hedging instruments: increased by RON thousands 35,158 (+44.55%) from
RON thousands 78,919 as at 31 December 2018, to RON thousands 114,077 as at June 2019.

 Deposits from banks: decreased by RON thousands 2,417,951 (-64.35 %) from RON thousands 3,757,658 at 31
December 2018, to RON thousands 1,339,706 at June 2019.

e Other financial liabilities at amortised cost: increased by RON thousands 298,144 (+64.84%) from RON
thousands 459,836 at 31 December 2018, to RON 757,980 at June 2019.

* Lease liabilities: increased by RON thousands 162,423 derivig from IFRS 16 ,Leases” starting with January 2019; for
this category see note 28 IFRS 16 from Notes to condensed interim consolidated financial statements for the six
months ended June 30, 2019.

* Reserve on financial assets at fair value through other comprehensive income: increased by RON thousands
77,079 (+87,03%) from RON thousands (88,570) at 31 December 2018, to RON thousands (11,491) RON at June
2019.
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5.2. Income statement
The Group Income statement for June 2019 and June 2018 is presented below:

Group

In RON thousands 30.06.2019 30.06.2018
Interest income 913,011 776,431
Interest expense (279,969) (202,027)
Net interest income 633,042 574,404
Fee and commission income 212,881 186,913
Fee and commission expense (61,948) (48,188)
Net fee and commission income 150,933 138,725
{\(IJchome from instruments at fair value through profit and 183,788 121,343
FX Gains /(Losses) 57,353 32,943
Fair value adjustments in hedge accounting 3,405 (1,778)
Net income from disposals of financial assets and liabilities

which are not at fairF\)/alue through profit and loss 24,162 (13,568)
Dividends income 1,971 2,376
Other operating income 5,464 11,146
Operating income 1,060,118 865,591
Personnel expenses (206,067) (192,717)
Amortisation and impairment of tangible assets (46,274) (18,751)
Amortisation and impairment of intangible assets (27,214) (26,782)
Other administrative expenses (174,424) (176,206)
Other operating expenses (10,488) (12,134)
Operating expenses (464,467) (426,590)
Net operating income 595,651 439,001
Net impairment losses from assets on amortised cost (162,748) (114,296)
Net provision losses (7,250) (7,948)
Net gains / (losses) from other investment activities - -
Profit before taxation 425,653 316,757
Income tax (73,473) (63,326)
Net profit for the period- continued operations 352,180 253,431
Net profit for the period- discontinued operations - 8,569
Net profit for the period 352,180 262,000
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5.3. Cash flows

The structure of cash flows is summarized by the statement of cash flows:

Group

In RON thousands 30.06.2019 30.06.2018
Operating activities

Profit before taxation 425,653 327,739
Adjustments for non-cash items:

aDsesperte;mann, amortisation and impairment on tangible and intangible 73,488 45533
Net impairment losses on financial assets 194,584 138,664
Change in fair value of derivatives at fair value through profit or loss 39,925 (38,497)
Other items for which the cash effects are investing or financing 24,146 926
Other non—cash items 192,064 (24,520)
Operating profit before chandes in operating assets and liabilities 949,860 449,845
Chande in operating assets:

(Increase) / Decrease in financial assets held for trading 161,613 (277,850)
(Increase) / Decrease in loans and advances to banks 1,525,746 (863,243)
(Increase) / Decrease in loans and advances to customers (375,259) (411,014)
(Increase) / Decrease in lease investment (161,258) (203,446)
(Increase) / Decrease in other assets 2,091 (41,494)
Chande in operating liabilities:

(Decrease) / Increase in deposits from banks (2,418,290) 1,530,798
(Decrease) / Increase in deposits from customers (118,684) 349,066
(Decrease) / Increase in other liabilities 244,163 91,614
Income tax paid (80,015) (39,713)
Cash flows from / (used in) operating activities (270,033) 584,563
Investment activities

Acquisition of property and equipment and intangible assets (33,373) (8,256)
Dividends received 2,169 2,465
Cash flows used in investment activities (31,204) (5,791)
Financing activities

Dividends paid (356,875) -
(Payments)/Receivables from bonds - (550,000)
Increase in capital and share premium - 697,825
Repayments of loans from financial institutions (1,208,034) (1,026,075)
Drawdowns from loans from financial institutions 1,052,702 1,383,743
Repayment of the lease liabilities (25,118) -
Cash flows from financing activities (537,325) 505,493
Net increase in cash and cash equivalents (838,562) 1,084,265
Cash and cash equivalents at 1 January 10,282,257 8,824,908
IFRS9 impact at 01.01.2018 - (3,098)
Cash and cash equivalents at 30 June 2019 9,443,695 9,906,075
Cash flow from operating activities include:

Interest received 1,019,082 672,287
Interest paid (303,907) (195,722)
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6. Annexes
There are attached to the present report the following documents:
6.1. Compliance statement

Statement of the Directorate Members who has assumed the responsibility for the preparation of the Interim
Condensed Consolidated Financial Statements for the period ended 30 June 2019.

6.2. Annex related to chandes in Supervisory Board and Management Board composition

The chandes related to the Supervisory Board and Management Board composition are presented in the Annex,

6.3. Financial statements and auditor report

Interim Condensed Consolidated Financial Statements for the period ended 30 June 2019 prepared in

accordance with IFRS as endorsed by European Union and reviewed by external independent auditor Deloitte
Audit SRL.

Catalin Rasvan R?;J* - Philipp Gamauf ,
Chief Executive,b[f-z(ﬁp"// Chief Financial Officer &//
/ Revised by, ,@ZL'

v

Ana Costea
Accounting&Reporting Director

Prepared by, f//
Tatiana-Roxana Tudor ‘ﬂm A

Head of Requlating Reponting Voo
Department
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"2 UniCredit Bank

DECLARATION
According to art. 31 from Accounting Law no. 82/1991

The “Interim condensed consolidated financial statements™ as of June 30, 2019 for UniCredit Bank S.A. Group
(“The Group) have been prepared in accordance with NBR Order no.27/2010 for approval of the Accounting
Regulation in accordance with European Directive, with subsequent updates and ammendments, for:

Ledal entity: UNICREDIT BANK S.A.

County: 41 - Directia Generala de Administrare Mari Contribuabili, Bucharest

Adress: Bucharest, 1st District, Expozitiei Bd, no.1F, phone 021/200.20.00

Trade Redister Registration number: J40/7706/1991

Property form: 34 — Stock companies

Main activity (code and class name CAEN): 6419 — Other monetary intermediation activities

Sole registration Code: RO 361536.

The people responsible for the management of the Group asumme responsability for the production of “Interim
condensed consolidated financial statements” as of June 30, 2019,

The financial statements have been prepared in accordance with NBR Order no.27/2010 for approval of
Accounting Regulations in accordance to the European Directive, with subsequent updates and ammendments
and we confirm that:

a) the accounting policies applied for the production of the interim condensed consolidated financial
statements are in accordance with the applicable accounting regulations;

b) the interim condensed consolidated financial statements offer a true and fair view of the financial position,
of the financial performance and of the other information regarding the activity of the Group.

Chief Executive Officer, Chief Financial Officer,
! Ve
Catalin Rasvan Ragiu/ Philipp Gamauf
,‘ / //} P,
Lo



Annex 6.2. Chandes in Supervisory Board and
Management Board composition
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BANCA NATIONALA A ROMANIEI 19 mg:;;réew,f/;% =

FLORIN GEORGESCU

Prim-viceguvernator Ne. FG/ 33ﬂ/,240€2@’@ o

Domnului CATALIN RASVAN RADU S
Pregedinte executiv

UniCredit Bank S.A.
Domnule Presedinte executiv,

Referitor la solicitarea dvs. formulatd prin scrisoarea nr. nr.4235/21.01.2019, in conformitate cu
prevederile art.108 alin.3 gi ale art.109 din Ordonanta de urgenti a Guvernului nr'..9'9/2006.privind
institufiile de credit i adecvarea capitalului, aprobatd cu modificari i completdri prin Legea
nr.227/2007, cu modificérile si completarile ulterioare, precum si ale art.3 alin.1 lit.b) si art.7 din
Regulamentul Béncii Nationale a Roméniei nr.6/2008 privind Inceperea activitifii si modificarile in
situatia institutiilor de credit, persoane juridice roméne, si a sucursalelor din Roménia ale
institutiilor de credit din state terfe, cu modificirile si completirile ulterioare, vi comunicéim
aprobarea prealabild a domnului Carlo Driussi nominalizat in calitate de vicepresedinte executiv,
coordonator al Diviziei Servicii Bancare Globale (GBS) in cadrul UniCredit Bank S.A.

In conformitate cu prevederile art.3 alin.3 din Regulamentul Béncii Nationale a Roméniei nr.6/2008
privind Inceperea acttvitdfii st modificdrile In situatia institutiilor de credit, persoane juridice
roméne, si a sucursalelor din Romaénia ale institugiilor de credit din state terte, cu modificarile si
completirile ulterioare, veti notifica Bancii Nationale a Romaéniei Inregistrarea modificarii

intervenite in situatia bancii la Oficiul Registrului Comertului, in termen de 10 zile de la data

realizirii acesteia.

Str. Lipscani or.. 25, sector 3, Bucuresti, cod Q30031
Tel: (+4 021) 312 62 92 Fax: (+4 021) 312 43 72 E-mait floringecrgescu@bnroro
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FLORIN GEORGESCU
Prim-viceguvernator

Domnului CATALIN RASVAN RADU
Presedinte executiv

UniCredit Bank S.A.
Domnule Presedinte executiv,

Referitor la solicitarea dvs. formulati prin scrisoarea nr.47242/08.04.201 9, in temeiul prevederilor
art.108 alin.(3) si ale art.109 din Ordonanfa de urgentd a Guvernului nr.99/2006 privind institutiile
de credit §i adecvarea capitalului, aprobatd cu modificari si completari prin Legea nr.227/2007, cu
modificarile si completarile ulterioare, precum si ale art.3 alin.(1) lit.b) si art.7 alin.(1) din
Regulamentul Bancii Nationale a Romaniei nr.6/2008 privind inceperea activitatii si modificarile
in situaia institutiilor de credit, persoane juridice roméne, si a sucursalelor din Romania ale
institutiilor de credit din state terfe, cu modificarile si completarile ulterioare, vd comunicam
aprobarea prealabila a Biincii Nationale a Romaniei pentru domnul Pasquale Giamboi nominalizat

in calitate de membru al Consiliului de supraveghere al UniCredit Bank S.A.

In conformitate cu prevederile art.3 alin.(3) din Regulamentul Bincii Nationale a Romaniei
nr.6/2008 privind inceperea activitafii si modificarile in situafia institutiilor de credit, persoane

juridice roméne, si a sucursalelor din Romania ale institutiilor de credit din state terfe, cu

Banca Nationalid a Romdniei, in calitate de operator de date cu caracter personal, prefucreazd datele cu caracter personal care au fost obfinute
direct de la persoana vizati sau indivect de la un alt operator de date cu caracter personal, in conformitate cu prevederile legislatiei nationale in
vigoare aplicabile si ale Regulamentului (UE) 6792016 privind proteciia persoanelor fizice in ceea ce priveste prelucrarea datelor cu caracter
personal gi privind fibera circulatie a acestor date 5i de abrogare a Directivei 95/46/CE (Regulamenuul general privind protectia datelor — RGPD).
Mai multe informaii cu privire la prelucrarea datelor cu caracter personal de catre Banca Nafionald a Romdnici puteti afla accesdnd pagina web
wiww b ro | dale-cii-caracter-personal-1 7892 aSpX.

Str. Lipscani nr. 25, sector 3, Bucuresti, cod 030031
Tel: (+4 021) 312 62 92 Fax: (+4 021) 312 43 72 E-mail: florin.georgescu@bnro.ro
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modificarile §i completirile ulterioare, vefi notifica Bancii Nationale a Roméniei inregistrarea

modificarii intervenite in situatia bancii la Oficiul Registrului Comertului,

la data realizirii acesteia.

in termen de 10 zile de

Cu stima, ’

Banca Nationaléit a Romdéniei, in calitate de operalor de date cu caracter personal, prelucreaza datele cu caracter personal care an fost obfinute
direct de la persoana vizatd sau indirect de la un alt operator de date cu caracter personal, in conformitate cu prevederile legislafiei nafionale in
vigoare aplicabile si ale Regulamentului (UE) 6792016 privind protectia persoanelor fizice in ceea ce priveste prelucrarea datelor cu caracter

personal si privind libera circnlatie a acestor date st de abrogare a Directivei 95/46/CE (Regulamentul general privind protectia datelor — RGPD).
Mai multe informatii cu privire la prelucrarea datelor ¢

u caracter personal de cdtre Banca Nationald a Romdniei putefi afla accesdnd paginag web



74 UniCredit Bank
DUPLICAT

HOTARAREA
DUNARII GENERALE ORDINARE A ACTIONARILOR
UniCredit Bank S.A.
din data de 25.02.2019

Adunarea Generala Ordinara a Actionarilor UniCredit Bank S.A., persoana juridicd romana
organizata sub forma unei societati pe actiuni, administrata in sistem dualist, cu sediul social
in Bucuresti, Bulevardul Expozitiei nr. 1F, sectorul 1, Romania, inregistratd in Registrul
Bancar sub nr. RB-PJR-40-011/18.02.1999 si la Registrul Comertului sub nr. J40/7706/1991,
EUID: ROONRC J40/7706/1991, notificare inregistrata la ANSPDCP sub nr. 10964, cod unic
de finregistrare RO 361536, (denumitd in continuare ,Banca’), convoacid Adunarea
Generala Ordinard a Actionarilor pentru data de 25.02.2019, incepand cu ora 09.00 la
Camera de Comert si Industrie a Romaniei, sala Alexandru loan Cuza, etajul 4, situata in
Bucuresti, Bulevardul Octavian Goga, nr. 2, sector 3, in prezenta actionarilor inscrisi in
Registrul actionarilor Bancii la data de referinta 11.02.2019, ce reprezintd 98,6414 % din
totalul drepturilor de vot.

Adunarea Generala Ordinara a Actionarilor a fost convocatd in mod legal de cétre
Directoratul Bancii prin publicarea convocatorului in Monitorul Oficial al Romaniei, partea a
IV-a, nr. 353 din data de 23.01.2019 si in ziarul ,Romania Liberd” din data de 25.01.2019
precum si pe pagina de internet a Bancii, potrivit prevederilor art. 117 si art. 1172 al. 2 din
Legea nr.31/1990 privind societatile, republicata, cu modificarile si completarile ulterioare.

Asupra aspectelor inscrise la punctul 1 pe ordinea de zi, Adunarea Generald Ordinara a
Actionarilor a aprobat, cu 98,6414% din voturile exprimate de actionarii prezenti sau
reprezentati la Adunarea Generala Ordinara a Actionarilor Bancii:

1. Aprobarea numirii domnului Faik Acikalin in functia de membru al Consilului de
Supraveghere al Bancii, pentru un mandat de 3 ani, respectiv pana la data de
25.02.2022. Domnul Faik Acikalin isi va exercita responsabilitatile dupa obtinerea
aprobarii prealabile a Bancii Nationale a Romaniei.

Asupra aspectelor inscrise la punctul 2 pe ordinea de zi, Adunarea Generala Ordinara a
Actionarilor a aprobat, cu 98,6414% din voturile exprimate de actionarii prezenti sau
reprezentati la Adunarea Generald Ordinara a Actionarilor Bancii:

2. Aprobarea numirii domnului Pasquale Giamboi in functia de membru al Consilului de
Supraveghere al Bancii, pentru un mandat de 3 ani, respectiv pana la data de

UniCredit Bank S.A. BanlgnI mr:mhdr;'a U;lt:rodilt GBroup. sor_:i%talte ad?'.lruEslrata ;_n _sisl?r;
el dualist, cu sedivlin Romania, Bucuresti, Bulevardul Expozitiei nr. 1F,
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25.02.2022. Domnul Pasquale Giamboi isi va exercita responsabilitatile dupa
obtinerea aprobarii prealabile a Bancii Nationale a Romaniei.

aspectelor inscrise la punctul 3 pe ordinea de zi, Adunarea Generald Ordinara a
rilor a aprobat, cu 98,6414% din voturile exprimate de actionarii prezenti sau
entati la Adunarea Generala Ordinara a Actionarilor Bancii:

3. Luarea la cunostintd a renuntarii domnului Heinz Meidlinger la mandatul de membru
al Consiliului de Supraveghere al Bancii si, pe cale de consecinta, la pozitia de
Vicepresedinte al Consiliului de Supraveghere al Bancii. Mandatul domnului Heinz
Meidlinger va inceta incepand cu data urmatoare zilei primirii de catre UniCredit
Bank SA. a aprobarii prealabile a Bancii Nationale a Romaniei pentru domnul Faik
Acikalin, ca urmare a desemnarii sale in functia de membru al Consilului de
Supraveghere al Bancii, conform punctului 1 de pe ordinea de zi a prezentei Adunéri
Generale a Actionarilor. Ulterior incetarii mandatului sau, domnul Heinz Meidlinger va
fi radiat din evidentele Registrului Comertului.

Asupra aspectelor inscrise la punctul 4 pe ordinea de zi, Adunarea Generala Ordinara a
Actionarilor a aprobat, cu 98,6414% din voturile exprimate de actionarii prezenti sau
reprezentati la Adunarea Generald Ordinara a Actionarilor Bancii:

4. Aprobarea imputernicirii Presedintelui Executiv al Bancii, a Prim-Vicepresedintelui
Executiv ori a oricaruia dintre Vicepresedintii Executivi ai Bancii sa semneze orice
documente ce vor fi intocmite in baza hotararii Adunarii Generale Ordinare a
Actionarilor, precum si s& indeplineasca toate actiunile si formalitatile necesare
pentru inregistrarea si/sau publicarea hotaréarii Adunarii Generale Ordinare a
Actionarilor si/sau a oricaror documente, potrivit reglementarilor legale in vigoare.
Presedintele Executiv al Bancii si, respectiv, oricare dintre Vicepresedintii Executivi
ai Bancii pot imputernici oricare 2 (doi) salariati ai Bancii pentru aducerea la
indeplinire a acestui mandat.

Redactata astazi, 25.02.2019.

Presedinte de sedinta Secretar de sedinta

Dan Pascariu Sevastita Draghici
PR T TR R T S S SS I |
S'S. INDESCIFRABIL .2-: INDESCIFRABILg
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INCHEIERE DE AUTENTIFICARE NR. 987
ANUL: 2019 LUNA FEBRUARIE ZIUA: 25

Eu, IANACHIEVICI ANDRA MIHAELA. notar public. la cererea partii m-am deplasat la adresa din
Mun. Bucuresti, Bulevardul Octavian Goga nr.2, Sector 3. unde am gdsit pe:

- PASCARIU CORNELIU-DAN, cetitean roman, domiciliat in Mun. Bucuresti, Sector 1. Str. George
Demetrescu Mirea nr.3, ap.1. identificat cu cartea de identitate seria RD nr.643931 emisa de SPCEP S1 biroul
nr.2 la data de 19.08.2010, valabild pana la data de 12.05.2070, CNP 1500512400327, in calitate de Presedinte
de Sedinta al Adundrii Generale Ordinare a Actionarilor UniCredit Bank S.A. din data de 25.02.2019,

- DRAGHICI SEVASTITA, cetitean roman. domiciliatd in Mun. Bucuresti, Sector 4, Str. Trestiana
nr.3, bl.8B, sc.B et.8, ap.77, identificati cu cartea de identitate seria RX nr.711794 emisi de SPCEP Sector 4 la
data de 14.05.2015, valabila pana la data de 05.05.2025, CNP 2630505400402. in calitate de Secretar de Sedinta
al Adunidrii Generale Ordinare a Actionarilor UniCredit Bank S.A. din data de 25.02.2019,

care, dupd ce au citit actul, au declarat ci i-au inteles continutul, ci cele cuprinse in act reprezinta vointa
lor, au consimtit la autentificarea prezentului inscris si au semnat unicul exemplar.

In temeiul art. 12 it. b) din Legea notarilor publici si a activitatii notariale nr. 36/1995, republicatd, cu
modificérile ulterioare,
SE DECLARA AUTENTIC PREZENTUL iINSCRIS

S-a perceput onorariul de 300 lei plus 57 lei TVA cu factura nr.31163/2019.

NOTAR PUBLIC
IANACHIEVICI ANDRA MIHAELA
s.s. indescifrabil/l.s. stampili notar

PREZENTUL DUPLICAT S-A INTOCMIT iN 6 (SASE) EXEMPLARE, DE IANACHIEVICI ANDRA
MIHAELA, NOTAR PUBLIC, ASTAZI, DATA AUTENTIFICARII ACTULUI SI ARE ACEEASI
FORTA PROBANTA CA ORIGINALUL.
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One Bank,
One UniCredit.

UniCredit is and will remain a simple successful pan-European commercial bank, with a fully plugged in CIB,
delivering a unigue Western, Central and Eastern European network to our extensive client franchise.

We meet real client needs with real solutions which harness synergies between our business divisions: CIB,
Commercial Banking and Wealth Management. The way in which these solutions are developed and provided is
as important as the solution itself, which is why everything we do is based on ethics and respect.

By focusing on banking that matters, we offer local and international expertise, providing unparalleled access to
market leading products and services in 14 core markets through our European banking network. Through
sustainable business growth, we ensure UniCredit remains a pan-European winner.




Interim condensed consolidated financial statement of Comprehensive income

for the six months period ended 30 June 2019

RON thousands Note 30.06.2019 30.06.2018
Interest income* 913,011 776,431
Interest expense* (279,969) (202,027)
Net interest income 6 633,042 574,404
Fee and commission income 212,881 186,913
Fee and commission expense (61,948) (48,188)
Net fee and commission income 7 150,933 138,725
glr?; |lr;§c;£ne from instruments at fair value through profit 8 183,788 121,343
FX Gains / (Losses)* 57,353 32,943
Fair value adjustments in hedde accounting 3,405 (1,778)
Which are ot ot i vaus through pofit and loss 24,162 (13,566)
Dividends income* 1,971 2,376
Other operating income* 5,464 11,146
Operating income 1,060,118 865,591
Personnel expenses 9 (206,067) (192,717)
Amortisation and impairment of tangible assets (46,274) (18,751)
Amortisation and impairment of intangible assets (27,214) (26,782)
Other administration expenses 10 (174,424) (176,206)
Other operating expenses* (10,488) (12,134)
Operating expenses (464,467) (426,590)
Net operating income 595,651 439,001
Net impairment losses from financial instruments* 11 (162,748) (114,296)
Net provision losses (7,250) (7,948)
Profit before taxation 425,653 316,757
Income tax 12 (73,473) (63,326)
Net profit for the period - continued operations 352,180 253,431
Net profit for the period - discontinued operations 27 - 8,569
Net profit for the period 352,180 262,000
Attributable to:

Equity holders of the parent company 345,696 281,001
Non-controlling interests 6,484 (19,001)
Net profit for the period 352,180 262,000

* The comparative information has been restated as described in note 3

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Interim condensed consolidated financial statement of Comprehensive income

for the six months period ended 30 June 2019

In RON thousands Nota 30.06.2019 30.06.2018
Other comprehensive income, net of tax

Items that will not be reclassified to the profit or loss

Revaluation of property, plant and equipment (net of deferred
tax)

Net change in fair value of financial assets through other
comprehensive income — equity (net of deferred tax)

Total items that will not be reclassified to profit or loss 26 1,096
Items that may be reclassified to profit or loss

21 34

5 1,062

Net change in fair value of financial assets through other

comprehensive income — debt instruments (net of deferred tax) 77,074 (117.529)
ggfteireadntgaexl)n revaluation of cash flow hedde reserve (net of (7.099) 1892
Total items that may be reclassified to profit or loss 69,975 (115,637)
Other comprehensive income, net of tax 70,001 (114,541)
Total comprehensive income 422,181 147,459
Attributable to:

Shareholders of parent — company 415,697 166,460
Non-controlling interests 6,484 (19,001)
Other comprehensive income 422,181 147,459

The interim condensed consolidated financial statements were approved by the Management Board on 30 July
2019 and were signed on its behalf by:

Mr. Rasvan Catalin Radu Mr Philipp Gamauf
Chief Executive Officer Chief Financial Officer

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Interim condensed consolidated financial statement of Financial Position

for the six months period ended 30 June 2019

RON thousands Nota 30.06.2019 31.12.2018
Assets:

Cash and cash equivalents 13 9,443,695 10,282,256
Financial assets at fair value through profit or loss 14 280,024 296,786
Derivatives assets designated as hedging

instruments i 146
Loans and advances to customers* 15 24,780,691 24,622,313
Net Lease receivables® 16 3,153,547 3,002,737
Loans and advances to banks at amortized cost 364,072 1,897,603
Other financial assets 161,087 190,153
E:Jr;]izié?]le?]sssistesi?]tcgilqrevalue through other 17 7.193.453 7330621
Property and equipment 177,285 196,175
Right of use 28 176,820 -
Intangible assets 166,462 165,877
Current tax assets - 630
Deferred tax assets 126,800 143,455
Other assets 180,693 175,592
Non-current assets classified as held for sale 32,693 32,693
Total assets 46,237,322 48,337,037
Liabilities:

Er;:ncial liabilities at fair value through profit or 92.973 69,809
:?]iii%a;i\éﬁi;iabilities designated as hedding 114,077 78.919
Deposits from banks 18 1,339,706 3,757,658
e e ancel s sz
Deposits from clients 20 29,410,217 29,494,902
Debt securities issued 621,280 622,114
Other financial liabilities at amortized cost 757,980 459,836
Subordinated liabilities 21 904,044 890,311
Leasing liabilities 28 162,423 -
Current tax liabilities 40,907 44,889
Provisions 22 206,785 205,454
Other non-financial liabilities 240,233 264,661
Total liabilities 41,318,715 43,479,853

* The comparative information has been restated as described in note 3

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Interim condensed consolidated financial statement of Financial Position

for the six months period ended 30 June 2019

RON thousands Nota 30.06.2019 31.12.2018
Equity

Share capital 23 1,177,748 1,177,748
Share premium 621,680 621,680
Cash flow hedge reserve (52,152) (45,054)
E{gﬁqe[;\r/sh%r;gczr;ﬁlcagnajsesets at fair value through other (11,491) (88,570)
Revaluation reserve on property and equipment 9,840 9,819
Other reserves 298,289 271,031
Retained earnings 2,752,406 2,794,727
Total equity for parent company 4,796,320 4,741,381
Non-controlling interest 122,287 155,803
Total equity 4,918,607 4,857,184
Total liabilities and equity 46,237,322 48,337,037

The interim condensed consolidated financial statements were approved by the Management Board on 30 July
2019 and were signed on its behalf by:

Mr. Rasvan Catalin Radu Mr Philipp Gamauf
Chief Executive Officer Chief Financial Officer

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Interim condensed consolidated financial statement of Chandes in Equity for the six months period ended 30 June 2019

30.06.2019
Revaluation
Reserve on Cash flow . Non-
In RON thousands Sha.\re financial assets hedging O IR, DL Sha.r € Reta!ned Total Controlling Total
capital plant and reserves premium earnings
at FVTOCI reserve q Interest
equipment
Balance at 31 December 2018 1,177,748 (88,570) (45,054) 9,819 271,031 621,680 2,794,727 4,741,381 115,803 4,857,184
Comprehensive income
Net profit for the year - - - - - - 345,696 345,696 6,484 352,180
Other comprehensive income
Revaluation of property, plant and equipment, net of
tax - - - 21 - - - 21 - 21
Net change in fair value of financial assets through
other comprehensive income, net of tax - 77,079 - - - - - 77,079 - 77,079
Net change in cash flow hedging reserve, net of tax - - (7,098) - - - - (7,098) - (7,098)
Transfer to other reserves® - - - - 27,258 - (27,258) - - -
Total Other comprehensive income - 77,079 (7,098) 21 27,258 - (27,258) 70,001 - 70,001
Total comprehensive income - 77,079 (7,098) 21 27,258 - 318,437 415,697 6,484 422,181
Dividends paid during the year* - - - - - - (360,749) (360,749) - (360,749)
Other changes** - - - - - - 9) 9) - 9)
Balance at 30 June 2019 1,177,748 (11,491) (52,152) 9,840 298,289 621,680 2,752,406 4,796,320 122,287 4,918,607

* According to the decision of the General Meeting of Shareholders of 8 April 2019, it was decided to allocate a part of the Bank's net profit for 2018 (550,799 RON thousands) in the form of dividends amounting
to RON 360,749 thousand and to set up a reserve amounting to RON 27,258 thousand;
**The amount represents the impact of the derecognition of the participation in Casa de Compensare Bucuresti following the liquidation of this company.

The interim condensed consolidated financial statements were approved by the Management Board on 30 July 2019 and were signed on its behalf by:

Mr. Rasvan Catalin Radu Mr. Philipp Gamauf
Chief Executive Officer Chief Financial Officer

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Interim condensed consolidated financial statement of Chandes in Equity for the six months period ended 30 June 2019

30.06.2018
Revaluation
Reserve on Cash flow . Non-
In RON thousands Sha'ure financial assets hedding O I T TS Sh.:-,\re ok Reta!ned Total Controlling Total
capital plant and reserves premium earnings
at FVTOCI reserve A Interest
equipment
Balance at 31 December 2017 previously
reported 1,101,604 (53,503) (48,923) 9,673 244,828 1 2,307,204 3,560,883 150,218 3,711,101
Effect of change in accounting policies - (1,451) - - - - (57,336) (58,787) (5,031) (63,818)
Balance at 31 December 2017 1,101,604 (54,954) (48,923) 9,673 244,828 1 2,249,868 3,502,096 145,187 3,647,284
Comprehensive income
Net profit for the year - - - - - - 281,001 281,001 (19,001) 262,000
Other comprehensive income
Revaluation of property, plant and equipment, net
of tax - - - 34 - - - 34 - 34
Net change in financial assets at fair value through
other comprehensive income, net of tax - (115,016) - - - - - (115,016) - (115,016)
Net change in cash flow hedging reserve, net of tax - - 1,892 - - - - 1,892 - 1,892
Transfer to other reserves - - - - 13,884 - (13,884) - - -
Total Other comprehensive income - (115,016) 1,892 34 13,884 - (13,884) (113,090) - (113,090)
Total comprehensive income - (115,016) 1,892 34 13,884 - 267,117 167,911 (19,001) 148,910
Other changes* - - - - - - 6,597 6,597 - 6,597
Share issued 76,144 - - - - 621,680 - 697,824 - 697,824
Balance at 30 June 2019 1,177,748 (169,969) (47,031) 9,707 258,712 621,680 2,523,582 4,374,429 126,186 4,500,615

* Represents mainly fiscal effect recorded during the year due to changes in accounting policies in the Bank.
** The real value of Share premium in 2017 is RON 55; due to the presentation in thousands RON it is presented as 1.

The interim condensed consolidated financial statements were approved by the Management Board on 30 July 2019 and were signed on its behalf by:

Mr. Rasvan Catalin Radu
Chief Executive Officer

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.

Mr. Philipp Gamauf
Chief Financial Officer




Interim condensed consolidated financial statement of Cash Flow

for the six months period ended 30 June 2019

In RON thousands Note 30.06.2019 30.06.2018
Operating activities

Profit before taxation 12 425,653 327,739
Adjustments for non-cash items:

pepreglatlon, amortization and impairment on tangible and 73,488 45533
intangible assets

Net impairment losses on financial assets 194,584 138,664
lCohsasnge in fair value of derivatives at fair value through profit or 39,925 (38,497)
Other items for which the cash effects are investing or financing 24,146 926
Other non-cash items 192,064 (24,520)
Qpe.ra.it.lng profit before changes in operating assets and 949,860 449,845
liabilities

Chande in operating assets:

(Increase) / Decrease in financial assets held for trading 161,613 (277,850)
(Increase) / Decrease in loans and advances to banks 1,525,746 (863,243)
(Increase) / Decrease in loans and advances to customers (375,259) (411,014)
(Increase) / Decrease in lease investment (161,258) (203,446)
(Increase) / Decrease in other assets 2,091 (41,494)
Chande in operating liabilities:

(Decrease) / Increase in deposits from banks (2,418,290) 1,530,798
(Decrease) / Increase in deposits from customers (118,684) 349,066
(Decrease) / Increase in other liabilities 244,163 91,614
Income tax paid (80,015) (39,713)
Cash flows from / (used in) operating activities (270,033) 584,563
Investment activities

Acquisition of property and equipment and intangible assets (33,373) (8,256)
Dividends received 2,169 2,465
Cash flows used in investment activities (31,204) (5,791)

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Interim condensed consolidated financial statement of Cash Flow

for the six months period ended 30 June 2019

In RON thousands Note 30.06.2019 30.06.2018
Financing activities

Dividends paid (356,875) -
(Payments) / receivables from bonds - (550,000)
Increase in capital and share premium - 697,825
Repayments of loans from financial institutions (1,208,034) (1,026,075)
Receipts from loans from financial institutions 1,052,702 1,383,743
Repayment of the lease liabilities (25,118) -
Cash flows from / (used in) financing activities (537,325) 505,493
Net (Decrease) / increase in cash and cash equivalents (838,562) 1,084,265
Cash and cash equivalents at 1 January 10,282,257 8,824,908
IFRS9 impact at 01.01.2018 - (3,098)
Cash and cash equivalents at 30 June 2019 13 9,443,695 9,906,075
In RON thousands Note 30.06.2019 30.06.2018
Cash flow from operating activities include:

Interest received 1,019,082 672,287
Interest paid (303,907) (195,722)

The interim condensed consolidated financial statements were approved by the Management Board on July 30,
2019 and were signed on its behalf by:

Mr. Rasvan Catalin Radu Mr Philipp Gamauf
Chief Executive Officer Chief Financial Officer

The accompanying notes form an integral part of these consolidated financial statement.
Convenience translation in English of the original Romanian version.



Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

1. REPORTING ENTITY

The UniCredit Group (the “Group”) consists of UniCredit Bank S.A. (the “Bank”) as parent company and its
subsidiaries, UniCredit Consumer Financing IFN S.A. (“UCFIN™), UniCredit Leasing Corporation IFN S.A (*UCLC"),
Debo Leasing IFN SA (“DEBO”) and UniCredit Insurance Broker SRL (“UCIB”). These consolidated financial
statements comprise the Bank and its subsidiaries.

UniCredit Bank S.A. (the “Bank”), having its current registered office at 1F, Expozitiei Boulevard, District 1,
Bucharest, Romania was established as a Romanian commercial bank on 1 June 2007 upon the merger by
acquisition of the former UniCredit Romania S.A. (the absorbed bank) by Banca Comerciala HVB Tiriac S.A. (the
absorbing bank) and is licensed by the National Bank of Romania to conduct banking activities.

The Bank provides retail and commercial banking services in Romanian Lei (“RON”) and foreign currency for
private individuals and companies. These include: accounts opening, domestic and international payments,
foreign exchande transactions, working capital finance, medium and long term facilities, retail loans, bank
duarantees, letter of credits and documentary collections.

UniCredit Bank S.A. is directly controlled by UniCredit SpA (ltaly), with registered office in with in Milano, Piazza
Gae Aulenti, 3.

The Group is exercising direct and indirect control over the following subsidiaries:

e UniCredit Consumer Financing IFN S.A., having its current registered office at 23-25 Ghetarilor Street, 1st
and 3rd floor, District 1, Bucharest, Romania, provides consumer finance loans to individual clients. The
Bank has a shareholding of 50.1% in UCFIN since January 2013.

e UniCredit Leasing Corporation IFN ("UCLC"), having its headquarters in Ghetarilor Street no. 23-25, 1st, 2nd
and 4th floors, Sector 1, Bucharest, Romania, provides financial leasing services to corporate clients and
individuals. UCLC, the former associate, has become the Bank's subsidiary since April 2014 when the Bank
dained indirect control of 99.95% (direct control: 99.90%). The Bank's indirect interest rate on June 30,
2019 is 99.98% (direct control: 99.96%) as a result of the merdger by the merger of UniCredit Leasing
Romania SA ("UCLRQ") by UCLC finalized in June 2015, the date at which UCLRO was absorbed by UCLC.

* Debo Leasing S.R.L, having its current registered office in 23-25 Ghetarilor Street, 2nd floor, 1st district,
Bucharest, Romania, is a real estate finance lease entity and became a subsidiary of the Bank beginning
with April 2014. The Bank has an indirect controlling interest of 99.97% through UCLC. Debo Leasing S.R.L.
is the new name of Debo Lesing IFN S.A. bedginning with October 2018, when the company was erased from
the General Register of Financial Non-banking Institutions.

Beginning with 2018, the following company stopped being a subsidiary of the UniCredit Group:

e UniCredit Insurance Broker S.R.L., having its current registered office in 23-25 Ghetarilor Street, 2nd floor,
1st district, Bucharest, Romania, intermediates insurance policies related to leasing activities to legal
entities and individuals, in which the Bank had an indirect controlling interest of 99.98% through UCLC. As
a result of its sale by UCLC to two non-resident companies that are part of UniCredit SpA Group in August
2018, UniCredit Insurance Broker S.R.L. is no longer a subsidiary of the Group.

As at 30 June 2019 the Group carried out its activity in Romania through the network, having 146 branches (31
December 2018: 149) located in Bucharest and in the country.

Convenience translation in English of the original Romanian version.



Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

2. BASIS OF PREPARATION
a) Statement of compliance

These interim condensed consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”™), IAS 34 — Interim Financial Reporting. These financial
statements do not include all of the information required for full annual financial statements, and should be
read in conjunction with the consolidated financial statements of the Group as at and for the year ended 31
December 2017.

b) Basis of measurement

The condensed consolidated financial statements have been prepared as follows:

Items Measurement basis

Financial instruments at fair value through profit or loss Fair value

Loans and advances to customers Amortized cost
Financial assets at fair value through other comprehensive income Fair value

Lands and buildings Fair value

Investment property Fair value

Other fixed assets and intangible assets Cost

Derivatives designated as hedging instruments Fair value

¢) Functional and presentation currency

The interim condensed consolidated financial statements are presented in Romanian Lei (“RON”), which is the
functional and presentation currency. All values are rounded to the nearest RON thousands, except when
otherwise indicated. The tables in this report may contain rounding differences.

d) Use of estimates and judgements

The preparation of the interim condensed consolidated financial statements requires management to make
juddements, estimates and assumptions that affect the application of policies and reported amounts of assets
and liabilities, income and expenses. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period or
in the period of the revision and future periods if the revision affects both current and future periods.

In particular, information about significant areas of estimation uncertainty and critical judgments made by
management in applying accounting policies that have the most significant effect on the amount recognized in
the consolidated and separate financial statements are described in notes 4 and 5.

e) Foreign currency

Transactions in foreign currencies are translated at the foreign exchande rate ruling at the date of the
transaction.

Monetary assets and liabilities denominated in foreign currencies at the end of reporting period are translated
to RON at the foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are
recognized in the income statement.

Convenience translation in English of the original Romanian version.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

2. BASIS OF PREPARATION (continued)
e. Foreign currency (continued)

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the exchande rate at the date of the transaction.

Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are
translated to RON at foreign exchande rates ruling at the dates when the fair value was determined.

The exchande rates of major foreign currencies were:

Currencies 30 June 2019 31 December 2018 Variation
Euro (EUR) 1: RON 4.7351 1: RON 4.6639 1.50%
Dolar SUA (USD) 1: RON 4.1587 1: RON 4.0736 2.05%

f)  Accounting for the effect of hyperinflation

Romania has previously experienced relatively high levels of inflation and was considered to be
hyperinflationary as defined by IAS 29 “Financial Reporting in Hyperinflationary Economies” (“IAS 29”). IAS 29
requires that the financial statements prepared in the currency of a hyperinflationary economy to be restated in
terms of the measuring unit current at the end of reporting period (i.e. non-monetary items are restated using a
deneral price index from the date of acquisition or contribution). As the characteristics of the economic
environment of Romania indicate that hyperinflation has ceased, effective from 1 January 2004, the Group no
longer applies the provisions of IAS 29.

Accordingly, the amounts expressed in the measuring unit current at 31 December 2003 are treated as the
basis for the carrying amounts in these consolidated and separate financial statements.

d) Basis of consolidation
Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an investee if and only if the investor has
all of the following elements:

e power over the investee, the investor has existing rights that give it the ability to direct the relevant
activities (the activities that significantly affect the investee's returns);

e exposure, or rights, to variable returns from its involvement with the investee;
e the ability to use its power over the investee to affect the amount of the investor's returns.

In assessing control, potential voting rights that presently are exercisable or convertible are taken into account.

The financial statements of subsidiaries are included in the interim condensed consolidated financial
statements from the date that control commences until the date that control ceases.

As of 30 June 2019 and 31 December 2018, The Group consists of the Bank and its subsidiaries UCFIN, UCLC
and DEBO.

As a result of the sale of UCIB by UCLC to two non-resident companies that are part of UniCredit SpA Group in
August 2018, UniCredit Insurance Broker S.R.L. is no longer a subsidiary of the Group.

Convenience translation in English of the original Romanian version.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

2. BASIS OF PREPARATION (continued)
d. Basis of consolidation (continued)

The Group decided to measure non-controlling interest at its proportionate share of the recognised amount of
the identifiable net assets at the acquisition date.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealized gains arising from intra-group transactions have
been eliminated in preparing the interim condensed consolidated financial statements. Unrealized dains arising
from transactions with associates are eliminated to the extent of the Group’s interest in the enterprise.
Unrealized gains arising from transactions with associates are eliminated adainst the investment in the
associate. Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent that
there is no evidence of impairment.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies described below have been applied consistently over the periods presented in these
consolidated condensed interim consolidated financial statements and have been consistently applied within
the Group.

The Group reclassified certain amounts in 2018, after publishing the condensed consolidated condensed
financial statements as at 30 June 2018, in respect of settlements under clarification accounts, repo
transactions, provisions for off-balance sheet commitments, interest for instruments at fair through the profit
and loss account and others.

Starting with 2018, the Group presents separately other financial assets and other non-financial assets in the
condensed consolidated condensed interim financial position. Comparative data for 30 June 2018 were
restated in this year's presentation to ensure the comparability of the data and information presented.

Starting with 2019, the Group reclassified its portfolio of loans granted by the UniCredit Leasing Corporation
subsidiary to its clients, which were previously presented in the balance sheet item "Net finance leases" in the
balance sheet item “Net lease receivables”. The comparative data for 31 December 2018 were restated in the
current year presentation in order to ensure the comparability of the data and information presented.

a. Financial instruments - initial recognition and initial measurement

Purchases or sales of financial assets that require delivery of assets within the time frame generally established
by requlation or convention in the marketplace are recognized on the settlement date, i.e. the date on which
the agreement is settled by delivery of assets that are subject of the agreement.

Any change in the fair value of the asset to be received during the period between the trade date and the
settlement date is not recognized for assets carried at cost or amortized cost (other than impairment losses).
For assets carried at fair value, however, the changde in fair value shall be recognized in profit or loss or in other
comprehensive income, as appropriate.

Derivatives are recognized on trade date basis, i.e. the date that the Group commits to purchase or sell the
asset.

A financial asset or a financial liability is measured initially at fair value plus transaction costs that are directly
attributable to its acquisition/issue (for an item which is not at fair value through profit or loss).

Convenience translation in English of the original Romanian version.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
b. Financial instruments - Classification

As a result of the entry into force of IFRS 9 starting with 1 January 2018 the Group has reclassified financial
assets and liabilities as at 1 January 2018 into the new catedories, based on the business model and the
characteristics of the contractual cash flows.

Business model analysis was performed by mapping the areas of activity of the Group and the allocation of
each particular business model. In this respect, the business fields that make up the Group's banking portfolio
have been attributed business models "owned to collect" or "held to collect and sell", depending on the
ownership intentions and the expected turnover financial instruments.

The business areas that compose the Group's trading portfolio have been assigned an "other" business model in
order to reflect trading intentions.

For the purposes of classifying financial instruments in the new catedories envisaded by IFRS9, the business
model analysis must be complemented by an analysis of contractual flows ("SPPI Test").

In this regard, the Group has developed systems and processes to analyse the portfolio of debt securities and
loans in place and assess whether the characteristics of contractual cash flows allow for measurement at
amortized cost (“held-to-collect” portfolio) or at fair value with effect on comprehensive income (“held-to-
collect and sell” portfolio). The analysis in question was carried out both by contract and by defining specific
clusters based on the characteristics of the transactions and using a specific internally developed tool ("SPPI
Tool") to analyse the contract features with respect to IFRS 9 requirements.

In application of the rules, the Group's financial assets and liabilities have been classified as follows:
Financial assets

At inception date, a financial asset is classified in one of the following categories:

. at fair value through profit or loss - held for trading (see note 3.b1.i);
. designated at fair value through profit or loss (see note 3.b1.ii);

e at fair value through Comprehensive income (see note 3.b3);

. at amortised cost (see note 3.b2).

Financial liabilities

At inception date, a financial liability is classified in one of the following catedories:

. measured at amortised cost (see note 3.b2);
e at fair value through profit or loss - held for trading (see note 3.b1.ii);
. designated at fair value (see note 3.b1.iii).

bl. Financial assets and financial liabilities at fair value through profit and loss account
(i) Financial assets held for trading
A financial asset is classified as held for trading if it is:

e acquired or incurred principally for the purpose of selling or repurchasing it in the short term;

e part of a portfolio of identified financial instruments that are managed together and for which there is
evidence of a recent actual pattern of short-term profit-taking;

e aderivative contract not designated under hedde accounting, including derivatives with positive fair value
embedded in financial liabilities other than those valued at fair value with recognition of income effects
through profit or loss.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
b. Financial instruments - Classification (continued)
bl. Financial assets and financial liabilities at fair value through profit and loss account (continued)

As other financial instruments, on initial recognition, at settlement date, a held-for-trading financial asset is
measured at its fair value, usually equal to the amount paid, excluding transaction costs and revenue, which
are recognized in profit and loss although directly attributable to the financial assets. Trading book derivatives
are recognized at trade date. After initial recognition these financial assets are measured at their fair value
through profit or loss.

A derivative is a financial instrument or other contract that has all three of the following characteristics:

e jts value chandes in response to the chande in a specified interest rate, financial instrument price,
commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other
variable (usually called the ‘underlying’) provided that in case of non-financial variable, this is not specific
of one of the parties to the contract;

e jtrequires no initial net investment or an initial net investment that is smaller than would be required for
other types of contracts that would be expected to have a similar response to chandes in market factors;

e jtissettled at a future date.

An embedded derivative is a component of a hybrid (combined) instrument that also includes a non-derivative
host contract, with the effect that some of the cash flows of the combined instrument vary in a way similar to a
stand-alone derivative.

An embedded derivative is separated from financial liabilities other than those measured at fair value through
profit or loss and from non-financial instruments, and is recognized as a derivative, if:

e the economic characteristics and risks of the embedded derivative are not closely related to those of the
host contract;

e 3 separate instrument with the same terms as the embedded derivative would meet the definition of a
derivative; and

e the hybrid (combined) instrument is not measured entirely at fair value through profit or loss.

When an embedded derivative is separated, the host contract is accounted for according to its accounting
classification.

(ii) Financial liabilities held for trading
Financial liabilities held for trading include:

e derivatives that are not designated as hedging instruments;

e obligations to deliver financial assets borrowed by a short seller (i.e. an entity that sells financial assets it
does not yet own);

e financial liabilities issued with an intention to repurchase them in the short term;

e financial liabilities that are part of a portfolio of financial instruments considered as a unit and for which
there is evidence of a recent pattern of trading.

Financial liabilities held for trading, including derivatives, are measured at fair value on initial recognition and
during the life of the transaction.

The Group has trading instruments at 30 June 2019 and 31 December 2018: held for trading financial
instruments, derivative assets and derivative liabilities incurred in transactions with customers and
economically covered with back - to - back transactions within UniCredit SpA Group.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b. Financial instruments - Classification (continued)

bl. Financial assets and financial liabilities at fair value through profit and loss account (continued)
(iii) Financial assets and financial liabilities designated at fair value through profit and loss account

A non-derivative financial asset can be designated at fair value if the designation avoids accounting
mismatches that arise from measuring assets and associated liabilities according to different measurement
criteria.

These assets are accounted for as “Financial assets held for trading”.

Financial liabilities, like financial assets, may also be designated, according to IFRS 9, on initial recognition as
measured at fair value, provided that:

e this designation eliminates or considerably reduces an accounting or measurement inconsistency that
would arise from the application of different methods of measurement to assets and liabilities and related
gains or losses; or

e agroup of financial assets, financial liabilities or both are managed and measured at fair value under risk
manadement or investment strategy which is internally documented with the entity’s key management
personnel.

This category may also include financial liabilities represented by hybrid (combined) instruments containing
embedded derivatives that otherwise should have been separated from the host contract. Financial assets and
liabilities presented in this category are measured at fair value at initial recognition and for the life of the
transaction.

The chandes in fair value are recognized in the income statement except for any changdes in fair value arising
from chandes in their creditworthiness, which are shown under item revaluation reserves of shareholders’
equity unless such accounting results in an inconsistency that arises from the application of different methods
of measuring assets and liabilities and related dains or losses, in which case also the changes in fair value
deriving from chandes in creditworthiness are recorded in the income statement.

The Group designates financial assets and liabilities at fair value through profit and loss when either:

e the assets and liabilities are managed, evaluated and reported internally on a fair value basis;

e the designation eliminates or significantly reduces an accounting mismatch which would otherwise arise;
or

e the asset or liability contains an embedded derivative that significantly modifies the cash flows that
would otherwise be required under the contract.

As of 30 June 2019 and 31 December 2018, the Group did not designate any assets or liabilities at fair value
through profit and loss.

(iv) Other financial assets mandatorily at fair value

A financial asset is classified as financial asset mandatorily at fair value if it does not meet the conditions, in
terms of business model or cash flow characteristics, for being measured at amortized cost or at fair value
through other comprehensive income.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
bl. Financial instruments - Classification (continued)
The following type of assets can be classified in this portfolio:

e debt instruments, securities and loans for which the business model is neither held to collect nor held to
collect and sell but which are not part of the trading portfolio;

e debt instruments, securities and loans with cash flows that are not solely payment of principal and
interest;

e Units in investment funds;

e equity instruments for which the Group does not apply the option granted by the standard of valuing these
instruments at fair value through other comprehensive income.

b2. Financial assets and financial liabilities at amortized cost

A financial asset is classified within the financial assets measured at amortized cost if:

e jts business model is held to collect;and
e its cash flows are solely the payment of principal and interest.

These items also include the net value of finance lease contracts for assets under construction or to be leased,
provided that such contracts have the characteristics of contracts involving the transfer of risk.

Financial assets at amortised cost include loans and receivables with customers and banks, lease receivables
and other financial assets such as sundry debtors, amounts in transit from customers and amounts in transit
from banks.

On initial recognition, at settlement date, financial assets at amortized cost are measured at fair value, which is
usually equal to the consideration paid, plus transaction costs and income directly attributable to the
instrument.

After initial recognition at fair value, these assets are measured at amortized cost which requires the
recognition of interest on an accrual basis by using the effective interest rate method over the duration of the
loan.

The carrying amount of financial assets at amortized cost is adjusted to consider the reductions / write —backs
resulting from the valuation process asset out in the specific section.

Financial liabilities measured at amortized cost comprise financial instruments (other than liabilities held for
trading or those designated at fair value) representing the various forms of third-party funding and other
financial liabilities i.e. amounts in transit from customers and from other banks and amounts to be paid to
suppliers.

These financial liabilities are recognized at settlement date initially at fair value, which is normally the
consideration received less transaction costs directly attributable to the financial liability. Subsequently these
instruments are measured at amortized cost using the effective interest method.

Hybrid debt instruments relating to equity instruments, foreign exchange, credit instruments or indexes, are
treated as structured instruments. The embedded derivative is separated from the host contract and recognized
as a derivative, if separation requirements are met, and recognized at fair value. The embedded derivative is
recognized at its fair value, classified as financial assets or liabilities held for trading and subsequently
measured at fair value through profit or loss.

The difference between the total amount received and the initial fair value of the embedded derivative is
attributed to the host contract.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
b. Financial instruments - Classification (continued)
b2. Financial assets and financial liabilities at amortized cost (continued)

Securities in issue are recognized net of repurchased amounts; the difference between the carrying value of the
liability and the amount paid to buy it in is recognized into profit and loss. Subsequent disposal by the issuer is
considered as a new issue which doesn’t produce dains or losses.

b3. Financial assets at fair value through comprehensive income
A financial asset is classified as at fair value through comprehensive income if:

e its business model is held to collect and sell;
e its cash flows are solely the payment of principal and interest.

This catedory also includes equity instruments for which the Group applies the option granted by the standard
of valuing the instruments at fair value through other comprehensive income.

On initial recognition, at settlement date, a financial asset is measured at fair value, which is usually equal to
the amount paid, plus transaction costs and revenues directly attributable to the instrument.

After initial recognition, the interests accrued on interest-bearing instruments are recorded in the income
statement according to the amortized cost criterion.

The dgains and losses arising from changdes in fair value are recognized in the Statement of comprehensive
income and shown under Revaluation reserves in shareholders' equity.

Impairment losses are recorded in the income statement with counterparty in the statement of comprehensive
income and shown under Revaluation reserves in shareholders' equity.

In the event of disposal, the accumulated profits and losses are recorded in the income statement.

With respect to equity instruments, earnings and losses arising from changes in fair value are recognized in the
statement of comprehensive income and are presented in the revaluation reserves in equity. In the case of
disposal, the accumulated profits and losses are recorded in other reserves

In accordance with the provisions of IFRS9, no impairment losses on equity instruments are recognized in the
income statement.

c. Financial assets and liabilities — modification and de-recognition

Renedotiations of financial instruments which cause a chande in contractual conditions are accounted for
depending on the significance of the contractual change itself.

When renedotiations are not considered significant the gross exposure is re-determined through the calculation
of the present value of cash flows following the renegotiation at the original effective interest rate. The
difference between the dgross exposure before and after renedotiation, adjusted to consider chandes in the
related loan loss provision, is recognized in P&L as modification gain or loss.

In this regard, renegotiations achieved both by amending the original contract or by closing a new one, are
considered significant when they determine the expiry of the right to receive cash flows accordingly to the
original contract.

In particular, rights to receive cash flows are considered as expired in case of renegotiations that introduce
contractual clauses which determine a change in the financial instrument classification, which determine a
change in the currency or which are carried out at market conditions therefore without causing credit
concession.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
¢. Financial assets and liabilities — modification and de-recognition (continued)

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in
which substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Group is recognised as a separate asset or liability.

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or
expired.

The Group enters into transactions whereby it transfers assets recognised on its statement of financial position
but retains either all risks or rewards of the transferred assets or a portion of them. If all or substantially all
risks and rewards are retained, then the transferred assets are not derecognised from the balance sheet.

Asset transfers with the retention of all or most significant risks and benefits are, for example, securities
lending or sale transactions with a redemption clause.

The Group entered into several transactions with UniCredit SpA and other entities within UniCredit Group SpA
whereby:

e either UniCredit SpA directly financed some corporate customers, while the Group undertook the role of
agent or security agent and payment agent; or

e the Group transferred to UniCredit SpA by means of novation agreements the outstanding amount of
certain loans already granted to Romanian corporate customers and also undertook the role of security
agent and payment agent.

For most contracts concluded with UniCredit SpA, there is a risk participation agreement by which the Group is
obliged to indemnify UniCredit SpA adainst costs, loss or liability suffered by UniCredit SpA in connection with
the relevant contracts to the extent of an agreed percentage of the relevant amounts and up to a limit agreed
on a case by case basis.

Loans financed by UniCredit SpA are not recognized in the Group's financial statements (see Note 25 —
“COMMITMENTS AND CONTINGENCIES”) because the Group has transferred the right to receive cash from these
loans, has not retained substantially all the risks and rewards of ownership, and has relinquished control of the
asset.

The direct decrease of loans value (write-off) represents the operation of diminishing directly the gross loan
value fully covered by impairment allowances and their transfer in the off-balance sheet accounts, where they
are monitored until recovered. At the time of depletion the legal actions for recovery of receivables, the off-
balance sheet is removed.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. POLITICI CONTABILE SEMNIFICATIVE (continued)
d. Purchased or Originated Credit Impaired - POCI

When on initial recognition an exposure, presented in “Financial assets at fair value through comprehensive
income” or “Financial assets at amortized cost”, is non-performing, it is qualified as “Purchased Originated
Credit Impaired- POCI".

The amortized cost and the interest income denerated by these assets are calculated by considering, in the
estimate of future cash flows, the expected credit losses over the entire residual duration of the asset.

This expected loss of credit is subject to a periodic review, resulting in recognition of impairment or
provisioning.

Purchased Originated Credit Impaired assets are conventionally classified on initial recognition in Stage 3.

If, as a result of an improvement in the creditworthiness of the counterparty, the assets become "performing"
they are classified under Stage 2.

These assets are never classified under Stage 1 because the expected credit loss is always calculated
considering a time horizon equal to their residual duration.

Besides impaired assets acquired, the Group identified as POCI those credit exposures that arise from
restructuring impaired exposures that led to the provision of new funding as significant either in absolute terms
or in relative terms compared to the original exposure.

e. Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between the initial amount recognised and the maturity
amount, minus any reduction for impairment.

f. Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence the most
advantageous market to which the Group has access at that date. The fair value of a liability reflects its non-
performance risk.

When available, the Group measures the fair value of an instrument using the quoted price in an active market
for that instrument. A market is regarded as active if transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis.

If a market for a financial instrument is not active, the Group establishes fair value using a valuation technigue.
Valuation techniques include using recent arm’s length transactions between knowledgeable, willing parties (if
available), reference to the current fair value of other instruments that are substantially the same, discounted
cash flow analyses and option pricing models.

The chosen valuation method should consider as much as possible the available market information, rely less
on the Group's estimates, include all factors that market participants take into account in pricing and be in in
line with the accepted economic methodologies used to determine the prices of financial instruments.

The data on which valuation techniques are based should reasonably reflect market expectations and assess
the intrinsic risk-benefit factors of the rated financial instrument.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. POLITICI CONTABILE SEMNIFICATIVE (continued)

f. Fair value measurement (continued)

The best evidence of fair value of financial instruments at initial recognition is the transaction price, i.e. the fair
value of the consideration given or received, unless the fair value of the instrument is evidenced by comparison
with other observable current market transactions in the same instrument or based on a valuation technique
whose variables include only observable data from the market.

The fair value of a demand deposit is not less than the amount payable on demand, discounted from the first
date on which the amount could be required to be paid.

When the fair value cannot be reliably estimated, unquoted equity instruments that do not have a quoted
market price in an active market are measured at cost and periodically tested for impairment.

d. ldentification and measurement of impairment
(i) General topics

Loans and debt securities classified as financial assets at amortized cost, financial assets at fair value through
comprehensive income and relevant off-balance sheet exposures are tested for impairment as required by
IFRS9.

In this regard, these instruments are classified in stage 1, stage 2 or stage 3 according to their absolute or
relative credit quality with respect to initial disbursement. Specifically:

e stage 1: includes (i) newly issued or acquired credit exposures, (ii) exposures for which credit risk has not
significantly deteriorated since initial recognition, (iii) exposures having low credit risk (low credit risk
exemption);

e stage 2: includes credit exposures that, although performing, have seen their credit risk significantly
deteriorating since initial recognition;

e stage 3:includes impaired credit exposures.

For exposures in stage 1, impairment is equal to the expected loss calculated over a time horizon of up to one
year. For exposures in stages 2 or 3, impairment is equal to the expected loss calculated over a time period
corresponding to the entire duration of the exposure.

In order to meet the requirements of the standard, the Group has developed specific models to calculate
expected loss based on PD, LGD and EAD parameters, used for requlatory purposes and adjusted in order to
ensure consistency with the accounting requlations. In this context “forward looking” information was included
through the elaboration of specific scenarios.

The Stage Allocation model is a key aspect of the new accounting model required to calculate expected credit
losses. The Stage Allocation model is based on a combination of relative and absolute elements. The main
elements are:

e comparison, for each transaction, between PD as measured at the time of origination and PD as at the
reporting date, both calculated according to internal models, through thresholds set in such a way as to
consider all key variables of each transaction that can affect the bank's expectation of PD changes over
time (e.g. age, maturity, PD level at the time of origination);

e absolute elements such as the law requirements (e.g. 30 days past-due);

e additional internal evidence (e.g. Forborne classification).

Regarding debt securities, the Group choose the application of the low credit risk exemption on investment
grade securities in full compliance with IFRS 9 accounting standard.
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Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES
d. ldentification and measurement of impairment (continued)

Allowances for impairment of loans and receivables are based on the present value of expected cash flows of
principal and interest. In determining the present value of future cash flows, the basic requirement is the
identification of estimated collections, the timing of payments and the discount rate used.

The amount of the loss on impaired exposures classified as non-performing loans and unlikely to pay,
according to the catedories specified below, is the difference between the carrying amount and the present
value of estimated cash flows discounted at the original interest rate of the financial asset.

For all fixed rate positions, the interest rate thus determined is kept constant in subsequent financial years,
while for floating rate positions the interest rate is updated according to contractual terms.

If the original interest rate cannot be found, or if finding it would be excessively burdensome, the rate that best
approximates it is applied, also recurring to “practical expedients” that do not alter the substance and ensure
consistency with the international accounting standards.

Recovery times are estimated based on business plans or forecasts based on historical recovery experience
observed for similar classes of loans, considering the customer segment, the type of loan, the type of security
and any other factors considered relevant.

Also, the impairment on impaired exposures was calculated as required by IFRS 9 to include (i) the adjustments
necessary to arrive at the calculation of a point-in-time and forward-looking loss; and (ii) multiple scenarios
applicable to this type of exposure.

(ii) Parameters and risk definitions used for calculating value adjustments

As mentioned in the previous paragraph, the Group has developed specific models for calculating the expected
loss; such models are based on the parameters of PD, LGD and EAD and on the effective interest rate. In
particular:

e the PD (Probability of Default), represents the probability of occurrence of an event of default of the credit
exposure, in a defined time lag (i.e. 1 year);

e the LGD (Loss Given Default), represents the percentage of the estimated loss, and thus the expected rate
of recovery, at the date of occurrence of the default event of the credit exposure;

e the EAD (Exposure at Default), represents the measure of the exposure at the time of the event of default of
the credit exposure;

e the Effective interest rate is the discount rate that expresses of the time value of money.

Such parameters are calculated based on the corresponding parameters used for requlatory purposes, with
specific adjustments in order to ensure consistency between accounting and requlatory treatment despite
different requlatory requirements. Main adjustments were in regard of:

e removing conservatism required for regulatory purposes;

e introducing “point-in-time” adjustments to replace “through-the-cycle” adjustments required for regulatory
pUrposes;

e including “forward looking” information;

e expanding credit risk parameters to a multiannual perspective.

With reference to lifetime PD, through-the-cycle PD curves obtained by adjusting observed cumulated default
rates were calibrated in order to reflect point-in-time and forward-looking forecasts on portfolio default rates.

The recovery rate incorporated in LGD over the cycle has been adjusted to eliminate conservatism and to reflect
the current trend in recovery rates as well as expectations of future discounted rates at the effective interest
rate or best approximation.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
d. Identification and measurement of impairment (continued)

The lifetime EAD has been obtained by extending the 1 year requlatory or managerial model, removing margin
of conservatism and including expectation about future drawing levels.

With reference to the qualitative component of the model for stage allocation, the Bank has adopted a
statistical approach based on a quantiles redgression whose objective is to define a threshold in terms of
maximum variation acceptable between the PD at the time of origination and the PD assessed at the reporting
date. The variable objective of the regressive model is thus the change between the PD at the reporting date
compared to the one at the date of origination while the explicative variables are factors such as the age of the
transaction, the PD at the date of origination, etc.

A key component of the model is the definition of the quantile that identifies the amount of Stage 2 expected
on averade in the long-run and that affects the determination of the threshold of chande in PD after which the
transaction is classified in Stage 2. The average quantile in the long run is determined based on the expected
averade of deterioration of the portfolio determined by the rate of defaults as in any other deterioration stage
(i.e.: 30 days past due).

The amount of exposures classified in Stage 2 at each reporting date will be around the quantile identified for
the long run based on the economic conditions at the time and on the future expectations about the evolution
of the economic cycle.

With reference to stage 3, it should be noted that it includes impaired exposures corresponding to the
aggregate Non-Performing Exposures as ITS EBA (EBA/ ITS /2013/03 / revl 24/7/2014).

EBA has defined as “Non-Performing” exposures that meet one or both of the following criteria:

e material exposures more than 90 days past due;

e exposures for which the bank values that is unlikely that the debtor would pay in full his credit obligations
without recurring to enforcement and realization of collaterals, regardless of past due exposures and the
number of days the exposure is past due;

e unpaid amount/instalments.

(iii) Prospective information for the calculation of value adjustments

The expected credit loss deriving from the parameters described in the previous paragraph considers
macroeconomic forecasts through the application of multiple scenarios to the “forward looking” components in
order to compensate the partial non-linearity naturally present in the correlation between macroeconomic
changes and credit risk. Specifically, the non-linearity effect was incorporated through the estimation of an
overlay factor directly applied to the portfolio Expected Credit Loss.

The process defined to include macroeconomic multiple scenarios was fully consistent with macroeconomic
forecast processes used by the Group for additional risk management objectives (as for example processes
adopted to calculate expected credit losses from macroeconomic forecasts based on EBA stress test and ICAAP
Framework) and also took advantage of independent UniCredit Research function. The starting point was
therefore fully aligned while the application is differentiated in order to comply with different requirements
using internal scenarios only.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
d. Identification and measurement of impairment (continued)

UniCredit Group has selected three macroeconomic scenarios to determine the forward-looking component, a
baseline scenario, a positive scenario and a nedative scenario.

The baseline scenario is the main scenario and indeed is expected to be the one with the highest likelihood of
occurrence. The positive and the nedative scenario represent alternative occurrences, either better or worse
when compared to the baseline scenario in terms of evolution of the economies of the countries where the
Group operates.

The Base Scenario (“Baseline”) reflects the macroeconomic evolution expected from the Group and as such is
coherent with the assumptions used by the Bank in the planning processes. The Baseline Scenario foresees a
slowdown economic growth for Romania. Specifically, the annual growth of the real GDP is foreseen at +2.8%
for 2019 and +1.8% for 2020.

The Positive Scenario is based on the assumption that positive economic growth in 2019, supported by the
global trade trend and the adjustment of economic policies. This would imply, for the largest European
countries, @ maximum phase of the one-year prolonged economic cycle, reflecting a higher real GDP growth
over the baseline scenario.

Specifically, the annual growth of real GDP is projected at 3.8% for 2019 and + 2.8% for 2020 in a context of
nedative or close to zero short-term (EURIBOR to 3 months) rates.

The Adverse Scenario reflects one of the scenarios used in the evaluation processes of the capital adequacy
(ICAAP). In coherence with the ICAAP framework, the scenario has been chosen to represent one of the
macroeconomic and financial risks that the Groups foresees as most relevant in the context of the countries
where the Group operates and for the Group’s business activities. The scenario of widespread contagion is
based on a hypothesis of intensification of political risks of the European Union, caused by an increased
influence of populist parties in Italy, Germany and France alondside with, among others, the extension of
tension between Spanish government and Catalonia Region.

This context would lead to an increase in risk premiums for different "classes of assets" and a slowdown in
economic growth in the Eurozone and Central and Eastern European countries. Specifically, annual GDP growth
for The Euro zone would be + 0.5% for 2019 and -0.4% for 2020, in the context of short-term rates (3 months
EURIBOR) that would remain nedative even in 2019, on the assumption that the ECB would extend into such a
market context support for market liquidities. The likelihood of such a scenario at the time of its definition is
possible and appropriate to quantify the adverse trend of the economy. In line with the scenario and the
magnitude of the changes compared to the baseline scenario, the negative scenario is less likely than the
positive scenario.

The forecasts in terms of chandes in the “Default rate” and in the “Recovery Rate” provided by the stress test
functions are included within the PD and LGD parameters during calibration. Credit parameters indeed, are
normally calibrated over a horizon that considers the entire economic cycle (“Through-the-cycle — TTC"), it is
thus necessary a “Point-in-time — PIT” calibration and a “Forward-looking — FL” one that allows to reflect in
those credit parameters the current situation and the expectations about the future evolution of the economic
cycle.

In this regard, the PD parameter is calculated through a normal calibration procedure, logistics or Bayesian,
using as anchorade point an arithmetic average among the latest default rates observed on the portfolio and
the insolvency rates foreseen by the stress test function. The PD determined in such way will lose his through
the cycle nature in favour of a point in time and "Forward-looking” philosophy.

The LGD parameter is achieved "at a point in time" by a scalar factor that allows to take into account the ratio
between averade recoveries over the period and recoveries obtained in previous years. Inclusion of the forecast
within the LGD is done by adjusting the default annual recovery rate in this parameter to take into account the
expectations of the variance of the recovery rates offered by the stress test function.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
h. Derivatives held for risk management purposes and hedge accounting

Derivative financial instruments include interest rate options and exchangde rate options, interest rate swaps,
currency swaps and forward transactions. The positive fair value of the derivatives is carried as asset and the
negative fair value is carried as liability.

Derivatives held for risk management purposes include all derivative assets and liabilities that are not
classified as trading assets or liabilities. Derivatives held for risk management purposes are measured at fair
value in the statement of financial position. The treatment of chandes in their fair value depends on their
classification into the following categories:

(i) Fair value hedges

When a derivative is designated as hedging within a fair value hedde relationship for an asset or liability or firm
commitment that may affect the income statement, chandes in the fair value of the financial instrument
derivative are recognized immediately in the income statement together with changdes in the fair value of the
hedged instrument that are attributable to the hedged risk in the same position in the income statement and
other comprehensive income as hedging items.

If the hedging derivative expires or is sold, terminated or exercised, or the hedge no longer meets the criteria for
fair value hedge accounting, or the heddge designation is revoked, then hedge accounting is discontinued
prospectively. However, if the derivative is novated to a central counterparty by both parties because of laws or
requlations without chandes in its terms except for those that are necessary for the novation, then the
derivative is not considered as expired or terminated.

Any adjustment until the discontinuity of the hedded item for which the effective interest rate method is used
is recorded in the income statement as part of its effective interest rate recalculated over the remaining
lifetime.

The Group started to apply fair value hedge accounting starting with 2013. The Group designated interest rate
swap contracts as hedging instruments and certain financial assets at fair value through other comprehensive
income of the Group as hedged items.

(ii) Other non-trading derivatives

When a derivative is not held for trading, and is not designated in a qualifying hedge relationship, all changes
in its fair value are recognized immediately in profit or loss.

(iii) Embedded derivatives

Derivatives may be embedded in another contractual arrangement (a “host contract”). The Group accounts for
embedded derivatives separately from the host contract when the host contract is not itself carried at fair value
through profit or loss, and the characteristics of the embedded derivative are not clearly and closely related to
the host contract. Separated embedded derivatives are accounted for depending on their classification (i.e. at
fair value through profit or loss) and are presented in the statement of financial position under Derivatives
assets at fair value through profit or loss and derivatives liabilities at fair value through profit or loss.

(iv) Cash flow hedges

On initial designation of the hedde, the Group formally documents the relationship between the hedging
instrument(s) and hedded item(s), including the risk management objective and strategy in undertaking the
hedge, together with the method that will be used to assess the effectiveness of the hedging relationship. The
Group makes an assessment, both at the inception of the hedde relationship as well as on an ongdoing basis, as
to whether the hedging instruments are expected to be highly effective in offsetting the changes in the cash
flows of the respective hedged items during the period for which the hedge is designated. The Group makes an
assessment for a cash flow hedde of a forecast transaction, as to whether the transaction is highly probable to
occur and presents an exposure to variations in cash flows that could ultimately affect profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
h. Derivatives held for risk management purposes and hedge accounting (continued)

When a derivative is designated as the hedging instrument in a hedde of the variability in cash flows
attributable to a particular risk associated with a recognized asset or liability or a highly probable forecast
transaction that could affect profit or loss, the effective portion of changes in the fair value of the derivative is
recognized in “Other comprehensive income”. Any ineffective portion of changes in the fair value of the
derivative is recognized immediately in profit or loss.

If the hedging derivative expires or is sold, terminated, or exercised, or the hedde no longer meets the criteria
for cash flow hedde accounting, or the hedde designation is revoked, then hedge accounting is discontinued
prospectively. In a discontinued hedde of a forecast transaction the cumulative amount recognized in “Other
comprehensive income” from the period when the heddge was effective is reclassified from equity to profit or
loss as a reclassification adjustment when the forecast transaction occurs and affects profit or loss. If the
forecast transaction is no longer expected to occur, then the balance in “Other comprehensive income” is
reclassified immediately to profit or loss as a reclassification adjustment.

The Group designated certain interest rate swaps as hedging instruments and deposits from banks and from
customers of the Bank as hedded items.For hedge accounting purposes, only instruments that involve an
external party to the Group (or intra-group transactions directly replicated with third parties outside the Group)
are designated as hedging instruments. The foreign exchange dains or losses from these financial instruments
are directly recognized in profit or loss account.

i. Assets Held for Sale / Discontinued Operations

An asset is classified as held for sale if its carrying amount will be recovered principally from the sale rather
than from continuing use.

For this case to be valid the asset (or disposal group) must be available for immediate sale in its current state
only under the normal conditions for the sale of those assets (or disposal groups) and the sale is highly
probable.

In order for the sale to be highly probable, the Group's management must be endaged in a plan to sell the asset
(or disposal group), and an active program to find a buyer is launched and the plan must be completed. In
addition, the asset (or disposal group) must be actively promoted for sale at a reasonable price in relation to its
current fair value.

In addition, the sale should be expected to qualify for recognition as a completed sale within one year from the
date of classification and actions required to complete the plan should indicate that it is unlikely that
significant chandes to the plan will be made or that the plan will be withdrawn.

A discontinued operation is a component of an entity that either has been disposed of, or is classified as held
for sale, and:

e represents a separate major line of business or geographical area of operations;

e s part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of
operations; or
e is asubsidiary acquired exclusively with a view to resale.

Convenience translation in English of the original Romanian version.
25



Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
i. Fixed Assets Held for Sale / Discontinued Operations (continued)

The Group measures a non-current asset (or disposal group) classified as held for sale at the lower of it carrying
amount and fair value less costs to sell. For the period the asset is classified as held for sale the depreciation
ceases and is tested periodically for impairment.

The non-current asset is reclassified out of non-current assets held for sale when it is sold or the conditions to
be recognized as held for sale are no longer met.

As at 30 June 2019 and 31 December 2018, the Group has classified as held for sale repossessed assets.

On 30 June 2018, the Group also classified the operations of the UniCredit Insurance Broker as discontinued
operations. The sale took place with 2 entities belonging to the UniCredit SpA Group and was determined by a
reorganization of the Group's holdings.

j. Interest

Interest income and expenses are recognized in profit or loss using the effective interest rate method. The
effective interest rate is the rate that exactly discounts the estimated future cash payments and receipts
through the expected life of the financial asset or liability (or, where appropriate, a shorter period) to the
carrying amount of the financial asset or liability. When calculating the effective interest rate, the Group
estimates future cash flows considering all contractual terms of the financial instrument.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment
loss, interest income is thereafter recognized using the rate of interest used to discount the future cash flows
for the purpose of measuring the impairment loss on the net loan.

The calculation of the effective interest rate includes all fees and points paid or received that are an integral
part of the effective interest rate. Transaction costs include incremental costs that are directly attributable to
the acquisition or issue of a financial asset or liability.

Interest income and expenses presented in the Statement of comprehensive income include:

a) interest on financial assets and financial liabilities measured at amortized cost calculated on an effective
interest basis;

b) effective portion of fair value changes in qualifying hedging derivatives designated in cash flow heddes of
variability in interest cash flows, in the same period that the hedded cash flows affect interest
income/expense.

k. Fees and commissions

Fees and commission income and expense that are integral to the effective interest rate on a financial asset or
liability are included in the measurement of the effective interest rate.

Other fees and commission income arising on the financial services provided by the Group, including account
servicing fees, investment management fees, advisory fees and syndication fees are recognized in the income
statement on the accrual basis, i.e. when the corresponding service is provided.

Other fees and commission expense relate mainly to transaction and service fees, which are expensed as the
services are received.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
l. Netincome from trading and other financial instruments at fair value through profit and loss

Net trading income includes all gains and losses from changes in the fair value of financial assets and financial
liabilities held for trading. The Group has chosen to present all fair value changdes of trade assets and liabilities,
including any income or expense with interest and dividends.

These items are also impacted by valuation adjustments when using a certain valuation technique such as: fair
value adjustments and additional valuation adjustments. Fair value adjustment is an adjustment that considers
non-performance risk (the own credit risk — DVA or the credit risk of the counterparty to transaction — CVA QIS -
expected difference from collateralized deals-).The additional value adjustments are adjustments that take into
account measurement of uncertainty (e.g. when there has been a significant decrease in the volume or level of
activity when compared to normal market activity for the asset or liability, or similar assets or liabilities, and
the entity has determined that the transaction price or quoted price does not represent fair value).

m. Dividends

Dividend income is recognized in the income statement on the date that the dividend is declared. Dividends are
treated as an appropriation of profit in the period they are declared and approved by the General Assembly of
Shareholders.

n. Leases

For the year 2018, operating lease payments are recognized in the income statement on a straight-line basis
over the lease term. Leasing facilities received are recognized as an integral part of the total lease expense over
the lease term.

Finance lease contracts where the Group is the lessor that substantially transfer all risks and benefits related to
ownership over the leased asset to the lessee, are accounted for in accordance with IAS 17 Leases.

Net investments in leases are measured initially at fair value plus direct costs, are subsequently measured at
amortised cost and are presented net after impairment allowance. This is booked based on the net investments
in leases identified as impaired based on the continuous evaluation, to bring these assets at their recoverable
amount.

A lease receivable is recognized over the leasing period at present values of minimum lease payments which
are to be made by the lessee to the Group, using the implicit interest rate and including the guaranteed
residual value. The resulted entire income from lease is included in the caption “Interest income” in the
statement of comprehensive income.

Starting with 2019, the Group applies IFRS 16 Leases that replaced IAS 17. IFRS 16 introduces a new definition
of leases and confirms the current classification of the two types of leasing (financial and operational) in the
accounting treatment applied by the lessor.

Regarding the accounting treatment applied by the lessee, the new accounting standard provides for all types
of leases the recognition of an asset representing the right of use of the underlying asset, at the same time as
recognizing a liability for future payments resulting from the lease contract.

At initial recognition, this asset is measured based on the cash flows associated with the lease. After initial
recognition, the right of use will be measured based on the rules on assets requlated by IAS 16, IAS 38 or IAS 40
and hence applying the cost model, less accumulated depreciation and any accumulated impairment losses.

The lease liability is initially measured at the present value of the lease payments payable over the lease term,
using the default rate in the lease if it is readily determinable. If this rate cannot be easily determined, the
lessee will use its incremental burrowing rate.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
n. Leases (continued)

As previously under IAS 17, lessors classify leases as operating or financial. A lease is classified as a finance
lease if it substantially transfers all the risks and rewards incidental to the ownership of an underlying asset.
Otherwise, a lease is classified as an operating lease. For finance leases, a lessor recognizes financial income
over the lease term, based on a pattern that reflects a constant periodic rate of return on net investment. The
lessor recognizes operating lease payments as income on a straight-line basis or, if more representative of the
pattern in which the profit from the use of the underlying asset is diminished, another systematic basis.

The Group has decided, as permitted by the standard, not to apply the provisions of IFRS 16 for intangible
assets, short term lease agreements with a term of less than 1 year and those with a low value of the asset
(less than EUR 5,000).

As a result, the Standard applies to contracts for the lease of tangible assets other than short-term assets
and/or for which the underlying asset is of low value, such as property/office space, machinery, office
equipment and other assets.

In order to calculate the lease liability related to the right to use the asset, the Group updates the future lease
payments at an appropriate discount rate. In order to estimate the relevant incremental borrowing rate to be
used for discounting purposes, the Group considers the UniCredit Group SpA secured funding curve, adjusted for
country risk premium (the Country Funding Adjustment (CFA)). The CFA considers the differential cost of
funding linked to the country funding market perception. In order to determine the fixed interest rate, for the
relevant tenor, the Group applies the Cross Currency Swap (fixed vs floating) between EURO and that currency
for non-EUR denominated cash flows, while for EUR-denominated cash flows, the Group applies the IRS for
EURIBOR 3M.

In this respect, the future leasing payments to be updated are determined on the basis of the net VAT
provisions as a result of the obligation to pay the tax at the moment the invoice is issued by the lessor and not
when the contract is entered into leasing.

In order to make this calculation, lease payments must be discounted using an implicit interest rate of the
contract, or, if this is not available, at an incremental borrowing rate. The latter is established based on the cost
of financing the liabilities of a similar duration and a guarantee similar to those implied in the lease.

In order to determine the lease term it is necessary to consider the periods that cannot be cancelled in the
contract, the period when the lessee has the right to use the asset support, also taking into account the renewal
of the options if the tenant is reasonably entitled to renewal.

0. Income tax

The income tax expense for the year comprises current tax and deferred tax. Income tax is recognized in the
income statement or in "Other comprehensive income" if the tax relates to "Other comprehensive income".
Current income tax and deferred tax are recognized in profit or loss in the income statement except for tax on
items that are recognized in the current period directly in equity accounts, such as earnings / losses on
available-for-sale assets, changes in the fair value of cash flows for hedging instruments whose net change is
recognized net of tax directly in '‘Other comprehensive income'.

Current tax is the tax payable on the profit for the period, determined on the basis of the percentages applied
at the balance sheet date and all adjustments relating to the previous periods.

Deferred tax is calculated using the balance sheet liability method for those temporary differences that arise
between the tax base for the calculation of tax on assets and liabilities and their carrying amount used for
reporting in the financial statements. Deferred tax is calculated on the basis of the expected manner of
realization or settlement of the carrying amount of assets and liabilities using the tax rates provided by the
applicable legislation that is applicable at the reporting date.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
o. Income tax (continued)

The deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available to allow for the asset to be offset. The deferred tax asset is reviewed at each reporting date and is
diminished to the extent that the related tax benefit is unlikely to occur.

Additional taxes arising from the distribution of dividends are recognized on the same date as the dividend
payment obligation.

The corporate tax rate used to calculate the current and deferred tax was 16% at 30 June 2019 (2018: 16%).
p. Offsetting

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position
when there is a legally enforceable right to set off the recognized amounts and there is an intention to settle on
a net basis, or realize the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted by the accounting standards, or for
dains and losses arising from a dgroup of similar transactions such as the Group’s trading activity.

g. Cash and cash equivalents

Cash and cash equivalents include cash, current accounts with central banks, nostro accounts, placements with
other banks with an original maturity of less than 90 days and are recorded at amortized cost in the statement
of financial position.

Cash and cash equivalents do not have a significant risk of change in fair value and are used by the Group to
manage its short-term liabilities.

r. Property and equipment
(i) Initial recognition and measurement
All items of property and equipment are initially recognized at cost.

Cost includes expenditures that are directly attributable to the acquisition of the asset. When parts of an item
of property or equipment have different useful lives, they are accounted for as separate items (major
components) of property and equipment.

(ii) Subsequent costs

Land and buildings are carried at a revaluated amount, being its fair value at the date of the revaluation less
any subsequent accumulated depreciation and subsequent accumulated impairment losses.

Revaluations are made with enough redularity to ensure that the carrying amount does not differ materially
from that which would be determined using fair value at the end of the reporting period. The fair value of land
and buildings is usually determined from market-based evidence by appraisal that is normally undertaken by
professionally qualified valuators.

If an asset's carrying amount is increased as a result of a revaluation, the increase is recognized in other
comprehensive income and accumulated in equity under “Other reserves”. However, the increase is recognized
in profit or loss to the extent that it reverses a revaluation decrease of the same asset previously recognized in
profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
r. Property and equipment (continued)

If an asset's carrying amount is decreased as a result of a revaluation, the decrease is recognized in profit or
loss. However, the decrease is recognized in other comprehensive income to the extent of any credit balance
existing in the revaluation surplus in respect of that asset. The decrease recognized in other comprehensive
income reduces the amount accumulated in equity under “Other reserves”.

For the other items of property, plant and equipment the cost model is used, in accordance with /AS 16
Property, plant and equipment. After initial recognition, computers and equipment, motor vehicles, furniture
and other assets are carried at cost less any accumulated depreciation and any accumulated impairment
losses.

(iii) Subsequent costs

The Group recognizes in the carrying amount of an item of property, plant and equipment the cost of replacing
part of such an item when that cost is incurred if it is probable that the future economic benefits embodied
with the item will flow to the Group and the cost of the item can be measured reliably. All other costs are
recognized in the income statement as an expense as incurred.

(iv) Depreciation

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment. Land is not depreciated. Leased assets are depreciated over
the shorter of the lease term and their useful lives.

The estimated rates of depreciation are as follows:

Buildings:

- property 2% per year
- improvements (rentals) 6.25% - 100% per year
Office equipment and furniture 6.00% - 25% per year
Computer equipment 25% per year

Depreciation methods, useful lives and residual values are reassessed at the reporting date.

s. Intangible assets

(i) Recognition

An intangible asset is an identifiable non-monetary asset without physical substance which is expected to be
used for a period longer than one year and from which economic benefits will flow to the entity.

Intangible assets are mainly goodwill, software, brands and intangibles as list of customers.

Intangible assets, other than goodwill, are carried at acquisition cost, including any costs incurred to put the
respective asset into function, less accumulated amortization and related impairment loss.

The acquisition costs and those for put into operation of IT systems acquired are capitalized including all costs
incurred to bring the respective systems fully operational.

Convenience translation in English of the original Romanian version.
30



Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
s. Intangible assets (continued)

Costs associated with developing or maintaining computer software programs are recognized as an expense
when incurred. Costs that are directly associated with the production of identifiable and unique software
products controlled by the Bank, and that will probably denerate economic benefits exceeding costs beyond
one year, are recognized as intangible assets. Direct costs include software development employee costs and
an appropriate portion of relevant overheads.

(ii) Subsequent expenditure

Subsequent expenditure on capitalized intangible assets is capitalized only when it increases the future
economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed as
incurred.

(iii) Amortisation

Amortization is charged to the income statement on a straight-line basis over the estimated useful life of the
software, from the date that it is available for use.

The estimated useful lives are:

e for software: 3-5 years;
e for list of customers: 5 years;
e for licenses: contractual lifetime, max 5 years.

In case of intangible assets of “List of Customers”, in case one of the customers, for which the intangible asset
was recognised, closes the operations with the Bank, the net carrying amount if the “List of customers” related
to that customer will be derecognized.

t. Impairment of non - financial assets

The carrying amount of the Group’s assets, other than deferred tax assets, is reviewed at each reporting date to
determine whether there is any objective indication of impairment. If any such indication exists, the asset’s
recoverable amount is estimated. An impairment loss is recognized whenever the carrying amount of an asset
exceeds its recoverable amount. Impairment losses are recognized in the yearly income statement.

u. Provisions

A provision is recognised in the statement of financial position when the Group has a present legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will
be required to settle the obligation. If the effect is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of
money and, where appropriate, the risks specific to the liability.

v. Financial guarantees and loan commitments

Financial guarantees are contracts that require the Group to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make payment when due in accordance with the terms of
a debt instrument.

The liability for financial quarantees is initially recognized at fair value and is amortized over the life of the
financial guarantee. The liability for financial collateral is then measured at the highest of the amortized
amount and the current value of the payments (when the payment became probable). Financial guarantees are
disclosed in note 25 from the interim condensed consolidated financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
v. Financial guarantees and loan commitments (continued)

The Group has entered into transactions with the UniCredit SpA Group and other entities within the UniCredit
SpA Group for loans to non-bank clients funded by such entities within the UniCredit SpA Group (see Note 25).
In accordance with the risk-sharing arrangements related to such loans, the Group shall indemnify the
UniCredit Group SpA and the other entities within the UniCredit Group SpA as set out in Note 3 (c).

These financial guarantees are determined at the date of the financial statements at the amount determined in
accordance with 1AS 37 Provisions, Contindent Liabilities and Contingent Assets using the Group's internal
methodology for assessing impairment of loans and advances to customers (see Note 22) and are presented in
the Provisions category within the interim condensed consolidated financial position.

w. Employee benefits
(i) Short term service benefits

Short-term employee benefits include wades, salaries, bonuses and social security contributions. Short-term
employee benefits are recognised as expense when services are rendered. The Group includes in short-term
benefits the accruals for the employees’ current year profit sharing payable within following months after the
end of the year.

(iij) Other long-term employee benefits

Based on internal practice and policies, the Group has an obligation to pay to retiring employees a benefit
equivalent of two salaries as at retirement date. The Group’s net obligation in respect of the retirement benefit
is calculated by estimating the amount of future benefit that employees have earned in return for their service
in the current and prior periods; that benefit is discounted to determine its present value. The discount rate is
the yield at the reporting date on government bonds that have maturity dates approximating the terms of the
Group’s obligations.

(iii) Share - based payment transactions

The Group has in place incentive plans for its senior management, consisting in stock options and performance
shares which provide that UniCredit SpA (“the Parent”) shares will be settled to the grantees. The cost of this
scheme is supported by the Group and not by its Parent, and as a consequence it is recognised as an employee
benefit expense.

At Group level the expense is recognised against a liability which is measured at fair value.

The fair value of stock options is determined using the Hull and White Evaluation Model. Measurement inputs
include share price on measurement date, exercise price, volatility (historical daily average volatility for a
period equal to the duration of the vesting period), exit rate (annual percentage of Stock Options forfeited due
to termination), dividend vyield (last four years averade dividend-yield, according to the duration of the vesting
period).

The economic value (fair value) of Performance Shares, representing UniCredit SpA free ordinary shares to be
granted on the achievement of performance tardets set at Group and Division level in the Strategic Plan
approved by the Board of UniCredit SpA, is measured considering the share market price at the grant date less
the present value of the future dividends related to the period from the grant date to the share settlement date.
Input parameters are market price (arithmetic mean of the official market price of UniCredit SpA ordinary
shares during the month preceding the granting Board resolution) and economic value of vesting conditions
(present value of the future dividends related to the period from the grant date to the share settlement date).
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
w. Employee benefits (continued)
(iv) Termination benefits

Termination benefits are recognised as an expense when the Group is demonstrably committed, without
realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal
retirement date, or to provide termination benefits as a result of an offer made to encourage voluntary
redundancy. Termination benefits for voluntary redundancy are recognised as an expense if the Group has
made an offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of
acceptances can be estimated reliably. If benefits are payable more than 12 months after the reporting date,
than they are discounted to their present value.

X. Segment reporting
An operating segment is a component of an entity:

(@) that engages in business activities from which it may earn revenues and incur expenses;

(b) whose operating results are redularly reviewed by the entity's chief operating decision maker to make
decisions about resources to be allocated to the segment and assess its performance; and

(c) for which discrete financial information is available.

The main reporting format for operational segmentation is based on the internal reporting structure of business
segments, which reflects management responsibilities in the Group. Segment results that are reported to Group
management include items directly attributable to a segment and items that can reasonably be allocated to
that segment.

Unallocated items mainly comprise tangible and intangible assets and tax liabilities or assets.

For the purpose of optimal management of activities, the Group is ordanized into the following operating
segments:

e Retail - the Bank provides individuals (except Private Banking customers) and small and medium-sized
enterprises a large range of financial products and services, including loans (mortdages, personal loans,
overdrafts, credit card facility and funds transfer), savings, payment services and transactions with
securities. UCFIN is also included under “Retail” segment;

e Corporate Investment Banking(“CIB”) - The Group provide services and products through the Global
Banking Transactions Division (including payment services, trade finance, liquidity management), Finance
Direction (develops and offers financing products - Factoring, Real Estate Investments, European Funds - is
also actively involved in initiating, structuring and promotion of specialized financing transactions,
syndications and other specialized investment banking transactions, overflow portfolio management and
financial analysis for complex and high-risk transactions), Corporate Financial Consulting Corporation
(management consulting for merger and acquisition companies, to finance capital markets or other
financial advisory services) and the Treasury Department;

The services are provided to corporate clients, medium-sized companies, large companies, international
companies, real estate companies, public sector and financial institutions.

* Private Banking (,,PB”) — It focuses on individual clients and families with significant investments and / or
VIP (VIP). The segment offers personalized banking products and services, including Asset Management
and Custody solutions;

e Leasing - The Group, through UCLC and Debo, provides financial leasing contracts mainly for financing
purchases of cars, transport vehicles, equipments and real estate. Rental contracts are mainly concluded in
EUR, USD and RON, and are granted for a period of between 1 and 15 years, the transfer of ownership of
the leased assets being made at the end of the lease;

e Other - segment (“Other”) comprises of all elements not assigned to above mentioned segments such as
equity investments, taxes and Assets and Liabilities Management (“ALM”) activities.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

y. New Standards and Interpretations

During 2019, the following standards, amendments and interpretations became applicable:

e IFRS 16 "Leases" (effective for annual periods beginning on or after 1 January 2019);

e Amendments to IFRS 9 "Financial Instruments" - Prepayment characteristics with nedative netting
(effective for annual periods beginning on or after 1 January 2019);

e Amendments to IAS 19 Employee Benefits - Change, reduction or settlement of the plan (effective for
annual periods beginning on or after 1 January 2019);

e Amendments to IAS 28 "Investments in Joint Ventures and Joint Ventures" - Long-term Interests in
Associations and Joint Ventures (effective for annual periods beginning on or after 1 January 2019);

e (Changes to the different standards due to the "Improvements to IFRSs (Cycle 2015-2017)" resulting from
the IFRS 3 (IFRS 11, IAS 12 and IAS 23) Annual Improvements Project, mainly to eliminate inconsistencies
and clarify the wording (in force for periods beginning on 1 January 2019);

e |FRIC 23 "Uncertainty concerning Income Taxes" (effective for annual periods beginning on or after 1
January 2019).

The Group has decided not to adopt these new standards in advance before the date of entry into force. The
Group estimates that the adoption of these new standards and new interpretations will have no material
impact on the Group's financial statements at the date of the initial application, except for IFRS 16 "Leases".

Standards and amendments to the existing standards issued by IASB and adopted by the EU but not yet
effective

At the date of authorization of these financial statements, there are no new standards, amendments to the
existing standards or interpretations which are issued by IASB and adopted by the EU and which are not yet
effective.

New standards and amendments to the existing standards issued by IASB but not yet adopted by the EU

At present, IFRS as adopted by the EU do not significantly differ from requlations adopted by the International
Accounting Standards Board (IASB) except for the following new standards and amendments to the existing
standards, which were not endorsed for use in EU as at publishing date of those financial statements:

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

e IFRS 17 “Insurance Contracts” (effective for annual periods beginning on or after 1 January 2021);

* Amendments to IFRS 3 “Business Combinations” - Definition of a Business (effective for business
combinations for which the acquisition date is on or for the beginning of the first annual reporting period
beginning on or after 1 January 2020 and to asset acquisitions that occur on or after the beginning of that
period);

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

* Amendments to IAS 1 “Presentation of Financial Statements” and IAS 8 “Accounting Policies, Chandes in
Accounting Estimates and Errors” - Definition of Material (effective for annual periods beginning on or after
1 January 2020);
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

y. New Standards and Interpretations (continued)
« Amendments to References to the Conceptual Framework in IFRS Standards (effective for annual periods
beginning on or after 1 January 2020).

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

4. RISK MANAGEMENT

There were no significant changes in the Group's financial risk management policies compared to those
presented in the annual IFRS consolidated financial statements prepared for the financial year ended 31
December 2018.

Credit risk
Exposure to credit risk

In this chapter, the "Group" includes UniCredit Bank S.A. and UniCredit Consumer Financing IFN SA ("UCFIN") for
loans to customers for balance sheet exposures and for off-balance sheet exposures. The net finance
receivables belonging to UniCredit Leasing are reported separately due to the fact that the business model and
the related credit risk factors are significantly different from those related to the loans granted to the clients.
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4, RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

* Loans and advances to customers, on and off-balance — Assets Quality

In RON thousands S'l:Ea(‘Z?.ellé SpeeE3ds - EEhooRd fina(r)lfc:;Placshsets Total
months until maturity lifetime POCI
As of 31 December 2018
Gross exposure 29,546,595 6,292,506 2,174,575 32,662 38,013,676
On balance * 19,892,477 4,599,202 1,946,760 32,662 26,438,439
Off balance 9,654,118 1,693,304 227,815 - 11,575,237
Allowance for impairment (123,755) (142,595) (1,725,805) (3,887) (1,992,155)
On balance (115,840) (117,000) (1,583,286) (3,887) (1,816,126)
Off balance (7,915) (25,595) (142,519) - (176,029)
Net carrying value 29,422,840 6,149,911 448,770 28,775 36,021,521
On balance 19,776,637 4,482,202 363,474 28,775 24,622,313
Off balance™* 9,646,203 1,667,709 85,296 - 11,399,208
As of 30 June 2019
Gross exposure 31,345,768 4,754,178 2,040,578 29,052 38,140,524
On balance 21,223,582 3,318,315 1,809,071 29,052 26,350,968
Off balance 10,122,186 1,435,863 231,507 - 11,789,556
Allowance for impairment (123,764) (80,402)  (1,542,882) (3,954)  (1,747,048)
On balance (113,543) (63,156) (1,393,578) (3,954)  (1,570,277)
Off balance (10,221) (17,246) (149,304) - (176,771)
Net carrying value 31,222,004 4,673,776 497,696 25,098 36,393,476
On balance 21,110,039 3,255,159 415,493 25,098 24,780,691
Off balance™* 10,111,965 1,418,617 82,203 - 11,612,785

* Within this chapter, the gross value of loans and provisions includes the effect of interest rate adjustments for impaired loans (IRCs),
therefore the gross amount of credits is presented gross of IRC, unlike the financial statements prepared for the financial year ended
31.12.2018, when gross value was reported net of IRC. The related data 31.12.2018 and 30.06.2018 were amended accordingly for
comparability with data presented on 30.06.2019.

** Carrying value for off balance includes the provisions booked in balance sheet
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4, RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

e Lease receivables, on and off-balance — Assets Quality:

in RON thousands S'l:Ea(‘Z?.ellé SepPeaidd, - Heihes grlgvnt:::ail Total
months until maturity  ECL lifetime assets POCI
As of 31 December 2018
Gross exposure 2,723,957 320,974 397,111 - 3,442,042
On balance 2,618,988 320,974 396,741 - 3,336,703
Off balance 104,969 - 370 - 105,339
Allowance for impairment (38,379) (21,497) (274,943) - (334,819)
On balance (37,527) (21,497) (274,942) - (333,966)
Off balance (852) - (1) - (853)
Net carrying value 2,685,578 299,477 122,168 - 3,107,222
On balance 2,581,461 299,477 121,800 - 3,002,737
Off balance 104,117 - 368 - 104,485
As of 30 June 2019
Gross exposure 2,921,722 359,799 379,678 - 3,661,198
On balance 2,723,953 359,799 378,908 - 3,462,661
Off balance 197,769 - 769 - 198,538
Allowance for impairment (36,562) (19,964) (254,559) - (311,083)
On balance (34,699) (19,964) (254,451) - (309,113)
Off balance (1,862) - (108) - (1,970)
Net carrying value 2,885,161 339,835 125,120 - 3,350,115
On balance 2,689,254 339,835 124,458 - 3,153,547
Off balance 195,907 - 661 - 196,568

*) Carrying value for off balance includes the provisions booked in balance sheet

The credit portfolio is rated for credit risk based on internal rating models. Clients are divided into certain rating
classes according to the probability of non-fulfilment of contractual obligations over a one-year period. Rating
classes are set according to the Master Scale used by the UniCredit Group SpA. Scale Master provides a
standard rating scale for the entire UniCredit SpA Group's credit portfolio and also ensures comparability with
rating ratings of external rating adencies based on the probability of non-fulfilment of contractual obligations
over a one year period attributable to each class rating (calibration).

The Master Scale contains 10 main rating classes, which are divided into 27 rating degrees. Customers rated in
grades 1 to 8 have a probability of failing to comply with their low contractual obligations and fall into the
category of unsecured clients. Grade 8, 9, and 10 contain customers depreciable in accordance with the
requlated definitions for depreciable customers.

The Group’s overall risk exposure is disclosed according to the amount of identifiable impairment into four
main catedories: individually significant impaired, other impaired loans, past due but not impaired and neither
past due nor individually impaired according to the internal rating of the Group and the past due status.
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4. RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

Impaired loans (including leasing receivables)

Loans and receivables are impaired and impairment adjustments are booked when objective impairment
evidences exist as a result of:

e one or many triggers which appeared after initial recognition of the investment (default events);
e the default event has an impact on estimated future cash flow of the asset which can be reliably measured.

Individually significant impaired loans

Individually significant impaired loans comprises significant loans dranted to private individuals (more than
EUR 250,000) which have at least one default event, as defined in the Bank’s internal procedures, and
significant corporate clients (more than EUR 1 million) with grade 8-, 9 or 10, as defined in the internal rating
of the Bank; these two catedories are individually assessed by the Group.

For all of them, the collaterals are divided between property, goods, and assignment of receivables and other.
Other collateral includes pledge on stocks, machinery, cash and financial risk insurance.

Other impaired loans

Other impaired loans include all private individuals’ exposures being more than 90 days overdue and corporate
and business clients’ exposures with grade 8-, 9 and 10 which are not individually significant.

Past due but not impaired loans

Loans for which contractual interest or principal payments are past due but the Group believes that impairment
is not appropriate based on the level of security/collateral available and / or the stage of collection of amounts
owed to the Group.

Neither past due nor impaired
It includes all exposures not classified in the above catedories and considered to be all performing,.
Allowances for impairment

The Group establishes an allowance for impairment losses based on the internal methodology as described in
note 39 (/).

Restructured exposures are loan contracts for which restructuring measures have been applied and these are
closely monitored by the Group.

Any replacement operation of assets given to a debtor that is facing or about to face financial difficulties in
meeting financial commitments represents a concession granted to the borrower (forbearance), which wouldn’t
have been granted if the debtor wouldn’t be in financial difficulties.

A concession refers to one of the following actions:

e achange in previous terms and conditions of a contract under which it is considered that the debtor cannot
meet due to the financial difficulties (“problem asset”), in order to allow a sufficient capacity to service the
debt, which would have not been granted if the debtor had not been in financial difficulty;

e a total or partial refinancing of a contract related to a problem asset, which would have not been granted
the debtor had not been in financial difficulty.

A concession may generate a loss for the lender.
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4, RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

The replacement operations of performing assets, for which objective evidence of impairment was found, leads
to consider these exposures as problem assets only if there is a negative impact on the estimated future cash
flows of the financial asset or group of financial assets that can be reliably estimated.

Collateral

To a large extent, Group exposure is represented by traditional loans to non-financial corporations and
households. These loans can be secured by making a pleddge (e.g. a mortdage on a good / property or securities,
movable assets or receivables) or guarantees (usually provided by natural or ledal persons). Any form of
guarantee serves only as an additional guarantee of the guaranteed loan and is thus taken into account when
the Group assesses the creditworthiness of the customer / entity requesting the credit facility. For the Group to
be protected against fluctuations in the market value of the collateral, its value must generally provide an
adequate margin in excess of the present value of the pledded assets and this margin is adjusted accordingly to
the intrinsic characteristics of these assets.

At the time of the assessment of the quarantees, a particular emphasis is placed on the enforceability of the
guarantee and the appropriateness of the duarantee in relation to the loan requested. In accordance with the
foregoing, the Basel Il Capital Agreement stipulates that the quarantee obtained must be valid, effective and
restrictive for its supplier and must also be enforceable to third parties irrespective of jurisdiction, including
insolvency or administration of the debtor and / or the guarantee provider.

Given the importance of this requirement, including the reduction of capital requirements for credit risk, the
enforcement procedure as well as the processes related to the dovernance of this area of activity are
particularly stringent in order to ensure that the documentation obtained is complete and in accordance with
the procedure at the individual level.

As far as the sufficiency is concerned, the dquarantee is considered to be appropriate when it is both
qualitatively and quantitatively sufficient in relation to the value and nature of the credit facility granted,
provided that there are no significant risk items associated with the guarantee provider.
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4, RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

The tables below present for the Group the breakdown of loans to customers by business segment and asset
quality types, including also the allocated collaterals for the respective asset quality classes, separately for on
balance sheet exposures and off-balance sheet exposures.

30.06.2019
In RON thousands Toﬁ:‘;ﬁ i Corporate SME InI:irilvviZ'fal :;:lvlg:;
Individually significant impaired loans
Stage 3 1,370,497 1,098,410 127,578 141,737 2,772
Gross amount 1,370,497 1,098,410 127,578 141,737 2,772
Allowance for impairment (1,114,352) (878,766) (102,687) (130,508) (2,391)
Net carrying amount 256,145 219,644 24,891 11,229 381
Fair value of collateral 1,601,058 1,213,634 221,827 163,213 2,384
Property 271,346 205,572 39,754 26,020 -
Goods 21,359 2,701 18,653 5 -
Assignment of receivables 18,082 17,313 769 - -
Other collateral 1,290,271 988,048 162,651 137,188 2,384
Other impaired loans
Stage 3 438,582 56,308 108,978 273,237 59
Gross amount 438,582 56,308 108,978 273,237 59
Allowance for impairment (279,226) (37,142) (81,584) (160,499) (1)
Carrying amount 159,356 19,166 27,394 112,738 58
Fair value of collateral 314,435 32,839 100,845 180,750 1
Property 127,652 7,435 20,905 99,312 -
Goods 4,332 - 4,263 69 -
Assignment of receivables 500 500 - - -
Other collateral 181,951 24,904 75,677 81,369 1
Past due but not impaired
Stage 1 1,081,541 572,901 222,386 286,254 -
Stage 2 634,898 99,484 142,925 391,556 933
Gross amount 1,716,439 672,385 365,311 677,810 933
Allowance for impairment (56,973) (1,455) (6,226) (49,268) (24)
Carrying amount 1,659,466 670,930 359,085 628,542 909
Neither past due nor impaired
Stage 1 20,142,032 11,279,319 2,581,612 6,216,909 64,192
Stage 2 2,683,418 1,311,330 229,182 1,109,860 33,046
Gross amount 22,825,450 12,590,649 2,810,794 7,326,769 97,238
Allowance for impairment (119,727) (27,318) (21,308) (70,420) (681)
Net carrying Amount 22,705,731 12,563,331 2,789,486 7,256,349 96,557
Total carrying amount 24,780,691 13,473,072 3,200,856 8,008,858 97,905
Total carrying amount 24,780,691 13,473,072 3,200,856 8,008,858 97,905
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4, RISK MANAGEMENT (continued)
Credit risk (continued)

Exposure to credit risk (continued)

31.12.2018

In RON thousands Total‘:rl:;:cc'): Corporate SME In di\I:i:;\lljaa:i bI::\II(?r:g
Individually significant impaired loans
Stage 3 1,518,253 1,152,195 210,118 153,265 2,675
Gross amount 1,518,253 1,152,195 210,118 153,265 2,675
Allowance for impairment (1,300,664) (986,509) (174,583) (137,188) (2,384)
Net carrying amount 217,589 165,686 35,535 16,077 291
Fair value of collateral 352,667 273,187 53,460 26,020 -
Property 271,346 205,572 39,754 26,020 -
Goods 50,544 38,713 11,831 - -
Assignment of receivables 17,313 17,313 - - -
Other collateral 13,464 11,589 1,875 -
Other impaired loans
Stage 3 428,507 32,748 106,891 288,867 1
Gross amount 428,507 32,748 106,891 288,867 1
Allowance for impairment (282,622) (24,492) (77,290) (180,839) (1)
Carrying amount 145,885 8,256 29,601 108,028 -
Fair value of collateral 138,921 9,925 28,267 100,729 -
Property 127,652 7,435 20,905 99,312 -
Goods 6,140 864 5,274 2 -
Assignment of receivables 500 500 - - -
Other collateral 4,629 1,126 2,088 1,415 -
Past due but not impaired
Stage 1 629,461 192,070 203,348 232,294 1,749
Stage 2 537,282 78,539 114,590 344,070 83
Gross amount 1,166,743 270,609 317,938 576,364 1,832
Allowance for impairment (46,129) (712) (4,463) (40,953) (1)
Carrying amount 1,120,614 269,897 313,475 535,411 1,831
Neither past due nor impaired
Stage 1 19,263,016 10,545,844 2,466,545 6,184,751 65,896
Stage 2 4,061,920 2,665,621 174,359 1,189,490 32,450
Gross amount 23,324,936 13,211,465 2,640,904 7,374,241 98,346
Allowance for impairment (186,712) (89,309) (18,598) (77,621) (1,184)
Net carrying Amount 23,138,224 13,122,156 2,622,306 7,296,620 97,162
Total carrying amount 24,622,313 13,565,996 3,000,917 7,956,136 99,284
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4, RISK MANAGEMENT (continued)
Credit risk (continued)

Exposure to credit risk (continued)

30.06.2019
In RON thousands Totalvc::itc(;: Corporate SME In dFi,\:ilsztael bF;rrln\ll(iarfg
Off balance — Loan commitments
Stage 1 7,329,515 6,039,348 990,915 296,741 2,511
Stage 2 765,519 616,903 62,702 81,680 4,234
Stage 3 91,919 87,648 3,849 376 47
Gross carrying amount 8,186,953 6,743,899 1,057,466 378,797 6,792
Allowance for impairment (65,906) (61,152) (2,621) (2,132) (1)
Carrying amount 8,121,047 6,682,747 1,054,845 376,665 6,791
Off balance - Letters of credit
Stage 1 156,698 148,005 8,693 - -
Stage 2 23,792 23,792 - - -
Stage 3 1,887 1,887 - - -
Gross carrying amount 182,377 173,684 8,693 - -
Allowance for impairment (2,323) (2,309) (14) - -
Net carrying Amount 180,054 171,375 8,679 - -
Off balance - Guarantees issued
Stage 1 2,635,973 2,566,321 67,868 1,160 624
Stage 2 646,552 617,829 17,742 2,631 8,350
Stage 3 137,700 135,378 2,144 178 -
Gross carrying amount 3,420,225 3,319,528 87,754 3,969 8,974
Allowance for impairment (108,541) (107,328) (1,118) (85) (11)
Carrying amount 3,311,684 3,212,200 86,636 3,884 8,963
Total carrying amount 11,612,785 10,066,322 1,150,160 380,549 15,754

* Carrying value for off balance includes the provisions booked in balance sheet
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4, RISK MANAGEMENT (continued)
Credit risk (continued)

Exposure to credit risk (continued)

31.12.2018
In RON thousands TOtal‘::itc?‘t Corporate SME In dFi,\:ilsztael bF;::\'/(ia:;
Off balance — Loan commitments
Stage 1 7,221,430 6,113,863 833,783 272,230 1,554
Stage 2 977,956 808,587 74,697 90,665 4,007
Stage 3 80,287 79,169 751 229 138
Gross carrying amount 8,279,673 7,001,619 909,231 363,124 5,699
Allowance for impairment (59,151) (57,157) (1,875) (118) (1)
Carrying amount 8,220,522 6,944,462 907,356 363,006 5,698
Off balance - Letters of credit
Stage 1 79,867 70,901 8,966 - -
Stage 2 49,077 49,077 - - -
Stage 3 3,484 3,484 - - -
Gross carrying amount 132,428 123,462 8,966 - -
Allowance for impairment (2,516) (2,499) (17) - -
Net carrying Amount 129,912 120,963 8,949 - -
Off balance - Guarantees issued
Stage 1 2,352,821 2,285,056 65,626 1,075 1,064
Stage 2 666,271 637,991 14,545 2,646 11,089
Stage 3 144,044 142,019 1,830 195 -
Gross carrying amount 3,163,136 3,065,066 82,001 3,916 12,153
Allowance for impairment (114,362) (113,302) (964) (83) (13)
Carrying amount 3,048,774 2,951,764 81,037 3,833 12,140
Total carrying amount 11,399,208 10,017,189 997,342 366,839 17,838
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for the six months period ended 30 June 2019

4. RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

The tables below present the breakdown of lease receivables by business segment and asset quality types,
including also the allocated collaterals for the respective asset quality classes, separately for on balance sheet
exposures and off-balance sheet exposures.

30.06.2019
In RON thousands TOt‘:rlﬂ‘:: l;lt i Corporate SME InF:irilvviztueal :ar:lvkairleg;
Individually significant impaired loans
Stage 3 337,638 42,458 294,285 895
Gross amount 337,638 42,458 294,285 895 -
Allowance for impairment (231,132) (25,393) (204,844) (895)
Net carrying amount 106,506 17,065 89,441 - -
Fair value of collateral 37,830 2,801 35,024 5 -
Property 1,716 - 1,716 -
Vehicles and equipment 21,539 2,701 18,653 5 -
Assignment of receivables - - - - -
Other collateral 14,755 100 114,655 - -
Other impaired loans
Stage 3 41,271 4 40,247 1,021 -
Gross amount 41,271 4 40,247 1,021 -
Allowance for impairment (23,280) (4) (22,735) (642) -
Carrying amount 17,891 - 17,512 379 -
Fair value of collateral 4,332 - 4,263 69 -
Property - - - - -
Vehicles and equipment 4332 - 4263 69 -
Other collateral - - - - -
Past due but not impaired
Stage 1 111,762 1,500 109,565 696 -
Stage 2 248,158 5,555 241,687 916 -
Gross amount 359,920 7,055 351,252 1,612 -
Allowance for impairment (13,918) (164) (13,718) (35) -
Carrying amount 346,002 6,891 337,534 1,577 -
Neither past due nor impaired
Stage 1 2,612,192 169,438 2,400,076 42,678 -
Stage 2 111,641 8,243 102,890 508 -
Gross amount 2,723,833 177,681 2,502,966 43,186 -
Allowance for impairment (40,683) (2,998) (36,973) (837) -
Net carrying Amount 2,683,150 174,809 2,465,993 42,349 -
Total carrying amount 3,153,547 198,765 2,910,480 44,305 -
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4, RISK MANAGEMENT (continued)
Credit risk (continued)

Exposure to credit risk (continued)

31.12.2018
In RON thousands Tot“a"lﬁ(:: l'"t o Corporate SME InF:jrilvviztfal :ar:]vkai;;
Individually significant impaired loans
Stage 3 342,704 12,528 329,209 967 -
Gross amount 342,704 12,528 329,209 967 -
Allowance for impairment (243,257) (7,988) (234,301) (967)
Net carrying amount 99,447 4,540 94,908 - -
Fair value of collateral 188,508 4,286 184,158 64 -
Property 14,442 - 14,442 -
Vehicles and equipment 95,396 3,821 91,511 64 -
Assignment of receivables - - - - -
Other collateral 78,670 465 78,205 - -
Other impaired loans
Stage 3 54,037 - 52,941 1,096 -
Gross amount 54,037 - 52,941 1,096 -
Allowance for impairment (31,738) - (31,054) (685) -
Carrying amount 22,299 - 21,887 411 -
Fair value of collateral 25,922 - 25,497 425 -
Property - - - - -
Vehicles and equipment 25,459 - 25,034 425 -
Other collateral 463 - 463 - -
Past due but not impaired
Stage 1 129,809 3,481 125,214 1,114 -
Stage 2 193,307 3,170 189,999 139 -
Gross amount 323,116 6,651 315,213 1,253 -
Allowance for impairment (7,438) (160) (7,244) (34) -
Carrying amount 315,678 6,491 307,969 1,219 -
Neither past due nor impaired
Stage 1 2,489,227 219,146 2,235,352 34,728 -
Stage 2 127,666 - 127,666 - -
Gross amount 2,616,893 219,146 2,363,019 34,728 -
Allowance for impairment (51,580) (4,874) (45,569) (1,137) -
Net carrying Amount 2,565,313 214,272 2,317,449 33,591 -
Total carrying amount 3,002,737 225,303 2,742,313 35,221 -
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4, RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

30.06.2019

In RON thousands Total out of which: Corporate SME Prolv_ate
Individual

Off balance - Loan commitments
Stage 1 197,769 27,226 169,034 1,508
Stage 2 - - - -
Stage 3 769 110 660 -
Gross carrying amount 198,538 27,336 169,694 1,508
Allowance for impairment (1,970) (311) (1,652) (8)
Net Carrying amount* 196,568 27,025 168,042 1,500
* Carrying value for off balance includes the provisions booked in balance sheet

31.12.2018
In RON thousands Total out of which: Corporate SME Pr-lv‘ate

Individual

Off balance - Loan commitments
Stage 1 104,968 19,821 84,919 228
Stage 2 - - - -
Stage 3 370 - 370 -
Gross carrying amount 105,338 19,821 85,289 228
Loss allowance (853) (198) (654) (1)
Net Carrying amount* 104,485 19,623 84,635 227

The tables below present the breakdown of loans and advances to customers by risk grades, separately for on
balance sheet exposures and off-balance sheet exposures.

In RON thousands 30.06.2019

OF WHICH:
Loans _and advances to customers at Stage 1 12- .Sta.ge 2- _Sta_ge 3- POCI Total
amortised cost (on balance) month ECL Lifetime ECL  Lifetime ECL FINANCIAL

ASSETS

Grades 1-3 : performing (low risk) 3,508,119 76,296 - - 3,584,415
Grades 4-6: performing (medium risk) 16,774,851 2,136,781 - 23,388 18,911,632
grzggit;%;rp;rformlng (in observation 935,649 1,077,317 i ) 2,012,967
Grade 8 : impaired - - 1,337,294 5,664 1,337,294
Grade 9: impaired - - 229,300 - 229,300
Grade 10: impaired - - 242,477 - 242,477
Unrated 4963 27,921 - - 32,884
Total gross carrying amount 21,223,582 3,318,316 1,809,071 29,052 26,350,969
Loss allowance (113,544) (63,156) (1,393,578) (3,954) (1,570,277)
Net carrying amount 21,110,038 3,255,160 415,493 25,098 24,780,691
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4, RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

In RON thousands 31.12.2018

OF WHICH:
Loans _and advances to customers at Stage 1 12- .Sta.ge 2- _Sta_ge 3- POCI Total
amortised cost (on balance) month ECL Lifetime ECL  Lifetime ECL FINANCIAL

ASSETS
Grades 1-3 : performing (low risk) 3,530,434 78,713 - - 3,609,147
Grades 4-6: performing (medium risk) 15,036,779 3,282,479 - 26,006 18,319,258
gfgﬁ:t;%:afde)rfmm'”g (in observation 1,323,092 1,210,272 - - 2,533,364
Grade 8 : impaired - - 1,294,140 6,656 1,294,140
Grade 9: impaired - - 237,097 - 237,097
Grade 10: impaired - - 415,523 - 415,523
Unrated 2,172 27,738 - - 29,910
Total gross carrying amount 19,892,477 4,599,202 1,946,760 32,662 26,438,439
Loss allowance (115,840) (117,000) (1,583,286) (3,887) (1,816,126)
Net carrying amount 19,776,637 4,482,202 363,474 28,775 24,622,313
In RON thousands 30.06.2019
Loans and advances to 07 Ll
customers at amortised cost (off SELDLYE SEpes SRR Holdl Total
el month ECL Lifetime ECL  Lifetime ECL FINANCIAL
ASSETS

Grades 1-3 : performing (low risk) 3,286,678 426,142 - - 3,712,820
Grades 4-6: performing (medium risk) 6,558,979 551,319 - - 7,110,298
grggteét;%:a%e)rformlng (in observation 266,410 444,075 i ) 710,485
Grade 8 : impaired - - 169,238 - 169,238
Grade 9: impaired - - 62,037 - 62,037
Grade 10: impaired - - 232 - 232
Unrated 10,119 14,327 - - 24,446
Total gross carrying amount 10,122,186 1,435,863 231,507 - 11,789,556
Loss allowance (10,221) (17,246) (149,304) (176,771)
Net carrying amount 10,111,965 1,418,617 82,203 - 11,612,785

* Carrying value for off balance includes the provisions booked in balance sheet
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4, RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

In RON thousands 31.12.2018
Loans and advances to DI L5
customers at amortised cost (off SERE A 2 JELE - SR ot Total
RlEmED month ECL Lifetime ECL  Lifetime ECL FINANCIAL
ASSETS

Grades 1-3 : performing (low risk) 2,852,570 285,738 - - 3,138,308
Grades 4-6: performing (medium risk) 6,504,657 806,093 - - 7,310,750
Grades 7-8 : performing (in observation 286,859 585,235 - - 872.094
& substandard)
Grade 8 : impaired - - 164,191 - 164,191
Grade 9: impaired - - 62,921 - 62,921
Grade 10: impaired - - 703 - 703
Unrated 10,032 16,238 - - 26,270
Total gross carrying amount 9,654,118 1,693,304 227,815 - 11,575,237
Loss allowance (7,915) (25,595) (142,519) - (176,029)
Net carrying amount 9,646,203 1,667,709 85,296 - 11,399,208
In RON thousands 30.06.2019

OF WHICH:

. Stage 1 12- Stage 2 - Stage 3 - POCI
SRR (VR 25 (e L E0E) month ECL  Lifetime ECL  Lifetime ECL  FINANCIAL UL
ASSETS

Grades 1-3 : performing (low risk) 13,625 3,266 - - 16,892
Grades 4-6: performing (medium risk) 2,095,034 245,280 - - 2,340,314
Grades 7-8 : performing (in observation 615,294 111,253 i ) 726,547
& substandard)
Grade 8 : impaired - - 12,814 - 12,814
Grade 9: impaired - - 210,164 - 210,164
Grade 10: impaired - - 155,930 - 155,930
Unrated - - - - -
Total gross carrying amount 2,723,953 359,799 378,908 - 3,462,661
Loss allowance (34,699) (19,964) (254,450) (309,114)
Net carrying amount 2,689,254 339,835 124,458 - 3,153,547
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4, RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

In RON thousands 31.12.2018

OF WHICH:
et ieslenlbotance) ?:ii:hl E1C2I.- Lifs::i?neeze-a Lifs::i?ne:E-CL FINFI,-\?\I%IAL Total

ASSETS

Grades 1-3 : performing (low risk) 43,189 369 - - 43,558
Grades 4-6: performing (medium risk) 1,793,988 239,150 - - 2,033,138
grsstfit;%;%e)rforming (in observation 781,859 81,455 i ) 863,314
Grade 8 : impaired - - 22,696 - 22,696
Grade 9: impaired - - 172,676 - 172,676
Grade 10: impaired - - 201,370 - 201,370
Unrated - - - - -
Total gross carrying amount 2,619,036 320,974 396,741 - 3,336,751
Loss allowance (37,527) (21,497) (274,989) - (334,014)
Net carrying amount 2,581,509 299,477 121,752 - 3,002,737
In RON thousands 30.06.2019

OF WHICH:
Lease receivables (off balance) s:;?:?nihl E1C2L Li?:figrfezea Li?:figrfjea FINI:\?\I%IAL Total

ASSETS

Grades 1-3 : performing (low risk) 8,632 - - - 8,632
Grades 4-6: performing (medium risk) 139,797 - - - 139,797
griggzt;%.a%e)rformmg (in observation 49,339 i i ) 49,339
Grade 8 : impaired - - 245 - 245
Grade 9: impaired - - 110 - 110
Grade 10: impaired - - 414 - 414
Unrated - - - - -
Total gross carrying amount 197,768 - 769 - 198,537
Loss allowance (1,863) - (106) - (1,969)
Net carrying amount 195,905 - 663 - 196,568

* Carrying value for off balance includes the provisions booked in balance sheet
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4, RISK MANAGEMENT (continued)
Credit risk (continued)

Exposure to credit risk (continued)

In RON thousands 31.12.2018
OF WHICH:
Lease receivables (off balance) s:;?:?:hl E1C2L Li?::igrfezea Li?::igrfeaea mei:lm Total
ASSETS

Grades 1-3 : performing (low risk) 9 - - - 9
Grades 4-6: performing (medium risk) 89,431 - - - 89,431
grsggitgn%é%e)rformlng (in observation 15,528 i i ) 15,528
Grade 8 : impaired - - 370 - 370
Grade 9: impaired - - - - -
Grade 10: impaired - - - - -
Unrated - - - - -
Total gross carrying amount 104,969 - 370 - 105,339
Loss allowance (852) - (1) - (853)
Net carrying amount 104,117 - 369 - 104,485
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4, RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

The tables below present the breakdown of loans and advances to banks by risk grades, separately for on
balance sheet exposures and off-balance sheet exposures.

In RON thousands 30.06.2019
OF WHICH:
. Stadge 1 12- Stage 2 - Stage 3 - PoOCI
AL ST LS e R vy R O UEEL
ASSETS
Grades 1-8 : performing 364,290 - - - 364,290
Grade 8 : impaired - - - - -
Grade 9: impaired - - - - -
Grade 10: impaired - - - - -
Unrated - - - - -
Total gross carrying amount 364,290 - - - 364,290
Loss allowance (218) - - - (218)
Net carrying amount - on balance 364,072 - - - 364,072
Gross carrying amount - off balance 1.410.312 35.521 - - 1,445,833
Loss allowance - off balance (240) - - - (240)
In RON thousands 31.12.2018
OF WHICH:
o Stage 1 12- Stage 2 - Stage 3 - POCI
AL LELLE mo?\th ECL Lifeti?ne ECL Lifeti?ne ECL  FINANCIAL UCLEL
ASSETS
Grades 1-8 : performing 1,894,608 3,123 - - 1,897,731
Grade 8 : impaired - - - - -
Grade 9: impaired - - - - -
Grade 10: impaired - - - - -
Unrated - - - - -
Total dgross carrying amount 1,894,608 3,123 - - 1,897,731
Loss allowance (112) (16) - - (128)
Net carrying amount - on balance 1,894,496 3,107 - - 1,897,603
Gross carrying amount - off balance 1,587,025 41,718 - - 1,628,743
Loss allowance - off balance (175) (6) - - (181)
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for the six months period ended 30 June 2019

4. RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

The tables below present the breakdown of financial assets at fair value through other comprehensive income
by risk grades, separately for on balance sheet exposures.

In RON thousands 30.06.2019
Financial assets at fair vall..le Stage 1 Si.:agt.e 2- Si-:agt'e 3- o7 I\;\Q—(I:IICH: 31.12.2018
!:hrough other comprehensive 12-month Lifetime Lifetime FINANCIAL Total Total
income ECL ECL ECL ASSETS Stagel 12-
month ECL
Grades 1-8 : performing 7,193,453 - - - 7,193,453 7,330,621
Grade 8 : impaired - - - - - -
Grade 9: impaired - - - - - -
Grade 10: impaired - - - - - -
Unrated - - - - - -
Total gross carrying amount 7,193,453 - - - 7,193,453 7,330,621
Loss allowance - - - - - -
Net carrying amount 7,193,453 - - - 7,193,453 | 7,330,621
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4. RISK MANAGEMENT (continued)

Credit risk (continued)

Exposure to credit risk (continued)

* Concentration of credit risk related to loans and advances to customers

The Group monitors concentrations of credit risk by sector of activity, client segment, products, ratings,
geodraphical area on a quarterly basis. An analysis of concentrations of credit risk by industry at the reporting
date is presented below:

Loans to customers at amortized cost — On balance 30.06.2019 31.12.2018
Private entities (including individuals) 8,520,475 8,430,309
G Commerce - wholesale and retail 1,370,839 1,287,337
C Manufacturing 548,561 542,167
SME A Adriculture - forestry - fisheries 405,255 359,040
F Construction and civil engineering 179,274 185,190
H Transport and storade services 556,790 533,734
Other services 351,945 368,382
Total SME 3,412,664 3,275,851
C Manufacturing 4,821,884 4,852,330
G Commerce - wholesale and retail 3,465,801 3,528,156
Corporate L Rea? estate - . 1,722,660 1,786,026
A Agriculture - forestry - fisheries 990,353 1,116,060
H Transport and storage services 606,095 629,741
Other services 2,811,036 2,819,967
Total Corporate 14,417,829 14,732,279
Total 26,350,968 26,438,439
Allowance for impairment (1,570,277) (1,816,126)
Net carrying amount 24,780,961 24,622,313

Convenience translation in English of the original Romanian version.
53



Notes to the interim condensed consolidated financial statements

for the six months period ended 30 June 2019

4. RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

¢ Concentration of credit risk related to loans and advances to customers (continued)

Loans to customers at amortised cost - OFF balance 30.06.2019 31.12.2018
Private entities (including individuals) 398,531 384,893
Loan commitments
F Construction and civil engineering 628,989 61,166
G Commerce - wholesale and retail 380,683 436,791
SME Q Medical and social activities 12,167 16,992
M Professional, scientific and technical activities 4981 22,798
J Information and communication 4,864 18,566
Other services 25,799 352,916
Total SME 1,057,483 909,230
F Construction and civil engineering 6,334,122 492,215
G Commerce - wholesale and retail 146,094 1,766,127
K Financial and insurance institutions 77,317 677,082
Corporate L Real estate 67.483 131412
H Transport and storage services 51,107 237,138
Other services 67,758 3,697,817
Total Corporate 6,743,881 7,001,791
Total loan commitments credit 7,801,364 7,911,022
Letters of credit
C Manufacturing 8,015 8,461
SME F Construction and civil engineering 678 -
Other services - 302
Total SME 8,693 8,763
F Construction and civil engineering 112,340 1,969
C Manufacturing 60,336 43,805
Corporate A Agriculture - forestry - fisheries 1,009 1,983
Other services - 75,705
Total Corporate 173,685 123,462
Total letters of credit 182,378 132,225
Financial quarantees
F Construction and civil engineering 75,466 8,388
C Manufacturing 9,419 7,151
SME A Agriculture - forestry - fisheries 1,559 1,702
D Production and supply of electricity, gas, 1,296 403
E Water supply 6 37
Other services 9 64,213
Total SME 87,755 81,895
F Construction and civil engineering 2,214,943 914,441
D Production and supply of electricity, gas, 786,992 649,012
C Manufacturing 229,003 591,396
Corporate B Extractive industry (mining and quarrying) 37,409 245,856
E Water supply 26,807 169,381
Other services 24,374 495,116
Total Corporate 3,319,528 3,065,202
Total financial quarantees 3,407,283 3,147,097
Total off balance sheet exposures for loans to customers 11,789,556 11,575,237
Loss allowance (176,771) (176,029)
Net carrying amount 11,612,785 11,399,208
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4. RISK MANAGEMENT (continued)
Credit risk (continued)
Exposure to credit risk (continued)

e Concentration of credit risk related to lease receivables

Lease receivables - ON balance 30.06.2019 31.12.2018
Private entities (including individuals) 46,712 43,148
G Commerce - wholesale and retail 588,059 576,745
H Transport and storade services 543,598 541,671
SME C Manufacturing 479,558 459,436
F Construction and civil engineering 365,416 323,316
A Agriculture - forestry - fisheries 223,651 208,943
Other services 988,471 945,119
Total SME 3,188,752 3,055,231
C Manufacturing 117,872 130,061
G Commerce - wholesale and retail 66,831 64,514
Corporate H Transport and storade services 23,619 21,665
Q Medical and social activities 5,865 -
J Information and communication 4202 7,390
Other services 8,808 14,696
Total Corporate 227,197 233,325
Total 3,462,661 3,336,703
Allowance for impairment (309,113) (333,966)
Net carrying amount 3,153,548 3,002,737
Lease receivables - OFF balance 30.06.2019 31.12.2018
Private entities (including individuals) 1,508 228
Loan commitments
H Transport and storage services 56,980 11,565
C Manufacturing 36,818 28,777
SME A Agriculture - forestry - fisheries 13,823 2,992
G Commerce - wholesale and retail 12,767 12,193
F Construction and civil engineering 12,542 7,558
Other services 36,765 22,204
Total SME 169,694 85,289
C Manufacturing 14,865 7,421
A Agriculture - forestry - fisheries 6,187 -
G Commerce - wholesale and retail 5,688 10,662
Corporate J Information and communication 580 857
| Hotels and public commercial concern 17 -
Other services - 882
Total Corporate 27,336 19,822
Total 198,538 105,339
Allowance for impairment (1,970) (853)
Net carrying amount 196,568 104,485
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for the six months period ended 30 June 2019

5. USE OF ESTIMATES AND JUDGEMENTS

The preparation of condensed consolidated interim financial statements requires management to use
judgments, estimates and assumptions that affect the application of accounting policies and the reported
amount of assets, liabilities, income and expenses.

With the exception of the elements introduced by the implementation of IFRS 16 and presented in the
"Accounting Policies" section 3.n, the condensed consolidated interim financial statements prepared by
management in applying the Group's accounting policies and the main sources of estimation of uncertainties
were the same as those have been applied for the consolidated financial statements for the year ended 31
December 2018.

Determining fair values

The fair value of financial instruments that are not traded on an active market (e.g. unlisted government
securities and deposit certificates) is determined using valuation techniques. The Group uses its judgment in
selecting valuation methods and in issuing assumptions that mainly base market conditions on each reporting
date.

The Group determines the fair value using the following hierarchy that reflects the importance of the input data
used in the measurement (see note 26 "Financial Instruments - Hierarchy of Fair Value"):

e Tier 1: Quoted market price (unadjusted) in active markets for an identical instrument to which the Bank
has access to the measurement date; A quoted price on an active market provides the most credible
evidence for fair value and is applied without further adjustments in determining fair value whenever
available.

e Tier 2: Assessment techniques based on observable data, either directly (e.g. prices) or indirect (eg, price
derived items). This catedgory includes valued instruments using: market prices listed on active markets for
similar instruments; quoted prices for identical or similar instruments on markets that are considered less
active; or other valuation techniques where all significant inputs are directly or indirectly observable on the
market;

e Tier 3: Assessment techniques that use significant data inputs that can not be seen in the market. This
catedory includes all the tools for which the rating technique includes data that is not based on observable
information, and these entries have a significant effect on the instrument evaluation. This catedory is for
instruments that are valued based on unobservable assumption.
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6. NET INTEREST INCOME

In RON thousands 30.06.2019 30.06.2018
Interest income
Interest and similar income arising from:

Loans and advances to customers® 663,156 560,146
Net Lease receivables 88,641 84,255
Treasury bills and bonds 120,984 82,245
Current accounts and placements with banks 40,060 49,785
Negative interest from financial liabilities 170 -
Total interest income 913,011 776,431

Interest expense
Interest expense and similar charges arising from:

Deposits from customers 129,012 92,353
Loans from banks and other financial institutions 93,105 61,014
Deposits from banks 34,217 20,188
Repurchase agreements 124 3,359
Interest related to the bonds issued 12,461 25,113
Negative interest in financial assets 9,889 -
Debts from leasing operations (note 28) 1,161 -
Total interest expense 279,969 202,027
Net interest income 633,042 574,404

*) Interest income in amount of RON thousands 40,315 (30 June 2018: RON thousands 25,215) includes interest income
on impaired loans. Interest expenses and income for assets and liabilities, other than those carried at fair value through
profit or loss are calculated using the effective interest rate method.
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7. FEES AND COMMISSIONS INCOME

In RON thousands 30.06.2019 30.06.2018

Fees and commissions income

Payments transactions 136,859 120,794
Risk participation fee (refer to Note 25) 171 100
Guarantees and letters of credit 14,196 13,765
Loan administration fee 4573 5,661
Other 57,082 46,593
Total fees and commission income 212,881 186,913

Fees and commission expense

Inter-banking fees 28,322 21,389
Payments transactions fees 25,250 20,617
Commitments and similar fees 236 258
Intermediary agents fees 2,446 2,477
Other 5,694 3,447
Total fees and commissions expense 61,948 48,188
Net fees and commissions income 150,933 138,725

8. NET INCOME FROM TRANSACTION AND FROM INSTRUMENTS HELD ON THE VALUE UNDER THE PROFIT

OR LOSS ACCOUNT
In RON thousands 30.06.2019 30.06.2018
Net dains from foreign exchangde operations (including FX derivatives) 164,806 116,916
Net gains / (losses) from interest derivatives (8,891) 540
Net income / (losses) from trading bonds 11,663 (1,987)
Net gains / (losses) from other derivatives 7,574 119

Net income from trading for financial instruments held at fair value

through profit or loss 175,152 115,588
Net gains from non‘-transactlonal financial instruments held at fair 8,636 5755
value through profit or loss

Net income from financial instruments held at fair value through profit

or loss 183,788 121,343
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9. PERSONNEL EXPENSE

In RON thousands 30.06.2019 30.06.2018
Wages and salaries 200,224 188,562
Social security charges, unemployment fund and health fund 5,952 5,242
Other (income)/ expenses (109) (1,087)
Total 206,067 192,717

The number of employees of the Group at 30 June 2019 was 3,282 (31 December 2018: 3,312).

10. OTHER ADMINISTRATIVE COSTS

In RON thousands 30.06.2019 30.06.2018
Administrative expenses 24,868 57,632
IT services 51,270 43,463
Other taxes and duties 53,561 32,986
Postal and telecommunication 12,862 11,174
Advertising and promotional expenses 9,535 13,863
Consultancy, legal and other professional services 5,168 4,700
Materials and consumables 5,777 6,337
Personnel training and recruiting 2,334 2,064
Insurance expenses 1,596 1,498
Other 7,453 2,489
Total 174,424 176,206

11. NET IMPAIRMENT LOSSES ON FINANCIAL ASSETS

In RON thousands 30.06.2019 30.06.2018
Net provision chardes for loans and advances to customers 167,409 105,225
Net provision chardes for loans and advances to banks 3,246 (1,087)
Net provision chardes for debt securities 2,241 4,197
Loans written-off 1,035 1,735
Net provision chardes for lease receivables 10,431 14,046
Recoveries from loans previously written-off (23,968) (12,491)
Net provisions charges for other financial instruments 2,354 2,671
Net impairment losses on financial assets 162,748 114,296
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12. INCOME TAX

The reconciliation of profit before tax to income tax expense in the income statement is presented below:

In RON thousands 30.06.2019 30.06.2018
Profit before tax - continuous activities 425,653 316,757
Direct taxes aF 16% (20}8: 16%) of taxable profits determined in (71.167) (73.804)
accordance with Romanian law

Deferred tax income / (loss) (2,306) 10,478
Income tax (73,473) (63,326)
Profit / (Loss) before tax - continuous activities 425,653 316,757
Taxation at statutory rate of 16% (68,104) (50,681)
Non-deductible expenses (12,624) (20,110)
Non-taxable revenues 6,652 1,471
Origination and reversal of temporary differences (3,366) 2,781
Fiscal credit 3,948 3,213
Income tax in the income statement (73,473) (63,326)

The reconciliation of profit before tax for the Interim condensed consolidated statement of cash flows as of
30.06.2018 is presented below:

In RON thousands Nota 30.06.2018
Profit before tax - continuous activities 316,758
Profit before tax - discontinued activities* 27 15,080
Provision for discontinued activity 27 (4,098)
Total 327,739

*At 30 June 2018 UniCredit Insurance Broker was included in discontinued activities (see note 27 "Discontinued Activities”).
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13. CASH AND CASH EQUIVALENTS

In RON thousands 30.06.2019 31.12.2018
Balances with National Bank of Romania 2,315,376 1,457,688
Cash (including cash in ATMs) 1,279,685 1,515,541
Short term Money Market placements 5,799,454 7,256,905
Current balances with other banks 49,180 52,122
Total 9,443,695 10,282,256

The cash maintained at the National Bank of Romania ensures compliance with minimum reserve
requirements. On 30 June 2019, the minimum required reserve ratio was 8% (31 December 2018: 8%) for
funds attracted from clients in lei and 8% (31 December 2018: 8%) for funds attracted in foreign currency,
both with residual maturity less than 2 vyears from the end of the reporting period and for liabilities with
residual maturity greater than 2 years with the repayment, transfer and early withdrawal clauses, and 0% for
the other liabilities included in the basis of calculation.

14. ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

(i) Financial assets at fair value through profit or loss

In RON thousands 30.06.2019 31.12.2018
Derivatives 104,328 67,061
Investment securities held for trading 139,591 202,661
Capital instruments 36,105 27,064
Total 280,024 296,786
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14. ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (continued)

(ii) Derivative assets/ liabilities

Financial assets and liabilities at fair value through profit or loss at 30 June 2019 are summarized as follows:

30.06.2019
Notional Present value

In RON thousands amount Assets Liabilities
Foreign currency derivatives
Forward contracts 7,348,847 48,474 28,886
Purchased options 739,457 1,669 33
Sold options 739,457 - 1,669
Total foreign currency derivatives 8,827,761 50,143 30,588
Interest rates derivatives
Interest Rate Swaps 4,643,436 37,336 44,012
Purchased options 605,624 16,849 -
Sold options 605,624 - 18,373
Total interest rate derivatives 5,854,684 54,185 62,385
Total 14,682,445 104,328 92,973
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14. ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (continued)

(ii) Derivative assets/ liabilities (continued)

Financial assets and liabilities at fair value through profit or loss at 31 December 2018 are summarized as

follows:

31.12.2018

Notional Present value

In RON thousands amount Assets Liabilities
Foreign currency derivatives
Forward contracts 6,154,343 23,250 20,596
Purchased options 219,905 93 53
Sold options 219,905 - 88
Total foreign currency derivatives 6,594,153 23,343 20,737
Interest rates derivatives
Interest Rate Swaps 4,905,314 27,181 31,689
Purchased options 687,287 16,457 -
Sold options 687,287 - 17,309
Total interest rate derivatives 6,279,888 43,638 48,998
Other derivatives on purchased merchandise 592 79 -
Other derivatives on sold merchandise 592 - 74
Total derivatives — merchandise 1,185 79 74
Total 12,875,226 67,061 69,809
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15. LOANS AND ADVANCES TO CUSTOMERS

The Group’s commercial lending is concentrated on companies and individuals located in Romania mainly. The
breakdown of loan portfolio by type of loan was as follows:

30.06.2019
Stade 1 and Of which: POCI

In RON thousands Stage 2 Stage 3 financial assets Total
Mortgages 5,334,425 303,674 - 5,638,099
Personal loans and car loan 2,470,572 97,606 - 2,568,179
Credit cards and overdraft 297,670 16,525 - 314,195
Corporate loans 13,318,430 891,937 29,074 14,210,367
SME loans 1,991,271 215,498 - 2,206,770
Factoring, Discounting, Forfaiting 1,129,527 283,831 - 1,413,359
Loans and advances to customers before 24,541,895 1,809,073 29,074 26,350,964
provisions
Less provision for impairment losses on loans* (176,697) (1,393,579) (3,976) (1,570,276)
Net loans and advances to customers 24,365,198 415,493 25,098 24,780,691

31.12.2018

Stage 1 and Of which: POCI

In RON thousands Stage 2 Stade 3 financial assets Total
Mortgages 5,083,283 316,073 - 5,399,356
Personal loans and car loan 2,588,299 103,994 - 2,692,293
Credit cards and overdraft 313,931 24,742 - 338,673
Corporate loans 13,361,250 916,888 32,662 14,278,138
SME loans 1,890,956 295,313 - 2,186,269
Factoring, Discounting, Forfaiting 1,253,960 289,750 - 1,543,710
Loans and advances to customers before 24,491,679 1,946,760 32,662 26,438,439
provisions
Less provision for impairment losses on loans* (232,840) (1,583,286) (3,887) (1,816,126)
Net loans and advances to customers 24,258,839 363,474 28,775 24,622,313
The movements in loan allowances for impairment are summarized as follows:
In RON thousands 30.06.2019 30.06.2018
Balance at 31 December* 1,816,126 1,884,722
IFRS 9 implementation impact at 1 January 2018 - 41,191
Balance at 1 January 1,816,126 1,925,913
Net impairment charde for the year 167,409 105,225
Foreign currency exchande effect 15,104 452
Release of allowance for impairment of loans written-off and (428.363) (84.079)
loans sold
Balance at 30 June* 1,570,276 1,947,511

* Within this chapter, the gross value of loans and provisions includes the effect of interest rate adjustments for impaired loans (IRCs),
therefore the gross amount of credits is presented gross of IRC, unlike the financial statements prepared for the financial year ended
31.12.2018, when gross value was reported net of IRC. The related data 31.12.2018 and 30.06.2018 were amended accordingly for

comparability with data presented on 30.06.2019.
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16. NET FINANCIAL LEASE RECEIVABLES

The Group acts as a lessor in financial leasing contracts mainly for the financing of vehicles and equipment.
Leases are denominated mainly in EUR, USD, and RON and are offered over a period of between 1 and 15 years,
with the transfer of ownership of the assets financed at the end of the lease. Interest is invoiced for the lease
period through fixed rates. Leasing receivables are secured by the assets that are subject to leases and other

warranties.

The distribution of the net lease on maturity buckets is presented in the following table:

30.06.2019
In RON thousands el OUt. o Stage 1 Stage 2 Stage 3
which
Lease receivables up to one year, gross 1,356,463 962,082 169,021 225,358
Lease receivables between one and five years, gross 1,970,563 1,687,561 157,941 125,061
Lease receivables over five years, gross 135,636 74,310 32,837 28,489
Total lease receivables, gross 3,462,660 2,723,953 359,799 378,908
Total lease receivables, net of future interest 3,462,660 2,723,953 359,799 378,908
Impairment allowance for lease receivables (309,113) (34,699) (19,964) (254,450)
Total net lease receivables 3,153,547 2,689,254 339,835 124,458
31.12.2018
In RON thousands el OUt. o Stage 1 Stage 2 Stage 3
which

Lease receivables up to one year, gross 1,288,716 938,517 105,389 244810
Lease receivables between one and five years, gross 1,882,701 1,616,026 156,885 109,790
Lease receivables over five years, gross 165,285 64,445 58,700 42,141
Total lease receivables, gross 3,336,703 2,618,988 320,974 396,741
Total lease receivables, net of future interest 3,336,703 2,618,988 320,974 396,741
Impairment allowance for lease receivables (333,966) (37,527) (21,497) (274,942)
Total net lease receivables 3,002,737 2,581,461 299,477 121,799
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16. NET FINANCIAL LEASE RECEIVABLES (continued)

Chandes in depreciation adjustments for lease receivables can be summarized as follows:

30.06.2019 30.06.2018
Balance at 31 December* 333,966 322,787
IFRS 9 Implementation Impact at 01 January 2018 - 11,479
Balance at 1 January 333,966 334,266
Net impairment charge for the year 10,431 14,046
Foreign currency exchande effect 4,766 96
Release of allowance for impairment of loans written-off and (40,049) (8,399)
loans sold
Unwinding effect of provisions - (415)
Balance at 30 June* 309,113 339,594

* Within this chapter, the gross value of loans and provisions includes the effect of interest rate adjustments for impaired loans (IRCs),
therefore the gross amount of credits is presented gross of IRC, unlike the financial statements prepared for the financial year ended
31.12.2018, when gross value was reported net of IRC. The related data 31.12.2018 and 30.06.2018 were amended accordingly for
comparability with data presented on 30.06.2019.

17. FINANCIAL ASSETS HELD AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

The Group held the following financial assets at fair value through other comprehensive income:

In RON thousands 30.06.2019 31.12.2018
!nvestment securities held at fair value through other comprehensive 7185258 7.322.422
income

Equity investments 8,195 8,199
Total 7,193,453 7,330,621

a) Securities held at fair value through other items of comprehensive income

As at 30 June 2019 the Group included in the securities catedgory held at fair value through other
comprehensive income bonds, government securities issued by the Government of Romania, municipal bonds
issued by the Bucharest City Hall and bonds issued by the Ministry of Public Finance worth RON 7,185,258
thousand RON (31 December, 2018: RON 7,322,422 thousand).

On June 30, 2019, the securities held at fair value through other items of the comprehensive income are
pleddged in the amount of RON 578,878 thousand (31 December 2018: RON 653,036 thousand).

The Group transferred to the income statement in the year 2019 the amount of RON 13,001 thousand (31
December 2018: RON 3,843 thousand) representing a net gain from the sale of the securities held at fair value
through other items of the comprehensive income.
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17. FINANCIAL ASSETS HELD AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME (continued)

b) Participation securities available for sale
The Group held the following participation securities available for sale on 30 June 2019 and 31 December

2018:
30.06.2019

Nature of business % interest held Fair value
Unicredit Leasing Fleet Management Operational leasing 9.99% 2,346
Transfond SA Other financial services 8.04% 3,742
Biroul de Credit SA Financial services 6.80% 1,210
Fondul Roman de Garantare a Creditelor . . . 0
pentru Intreprinzatorii Privati IFN SA Financial services 3.10% 897
Total 8,195

31.12.2018

Nature of business % interest held Fair value
Unicredit Leasing Fleet Management Operational leasing 9.99% 2,346
Transfond SA Other financial services 8.04% 3,742
Biroul de Credit SA Financial services 6.80% 1,210
Fondul Roman de Garantare a Creditelor . . . 3.10% 897
pentru Intreprinzatorii Privati IFN SA Financial services
Casa de Compensare Bucuresti SA Other financial services 091% 4
Total 8,199
18. DEPOSITS FROM BANKS
In RON thousands 30.06.2019 31.12.2018
Term deposits 847,064 3,484,357
Sight deposits 492,642 273,301
Total 1,339,706 3,757,658
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19. LOANS FROM BANKS AND OTHER FINANCIAL INSTITUTIONS AT AMORTISED COST

In RON thousands 30.06.2019 31.12.2018
Commercial Banks 6,648,675 6,488,536
Multilateral development banks 724,772 870,495
International financial institutions 54,643 232,270
Total 7,428,090 7,591,301

On 30 June 2019, the final maturity of the loans varies between August 2019 and March 2028.

20. DEPOSITS FROM CUSTOMERS

In RON thousands 30.06.2019 31.12.2018
Term deposits 10,208,645 11,009,576
Payable on demand 18,272,143 17,507,809
Collateral deposits 929,247 977,357
Certificates of deposits 182 160
Total 29,410,217 29,494,902

On 30 June 20189, retail clients (individuals and small and medium-sized enterprises) account for 34% of the
portfolio, while corporate clients account for 60% and private banking clients 6% of the portfolio (31 December
2018: retail 33% ledal entities 62%, private banking clients 5%).

21. SUBORDINATED LIABILITIES

In RON thousands 30.06.2019 31.12.2018
UniCredit SpA 799,872 787,705
UniCredit Bank Austria AG 104,172 102,606
Total 904,044 890,311

As of 30 June 2019, the following agreements were in place:

e subordinated debt from UniCredit SPA, Italy, in amount of EUR 48,500 thousands, with maturity in July
2027;

e subordinated debt from UniCredit SPA, Italy, in amount of EUR 120,000 thousands, with maturity in
December 2027;
e subordinated debt from UniCredit Bank Austria AG, in amount of EUR 22,000 thousands.

The repayment of outstanding principal and accrued interest of the above-mentioned loans is subordinated to
all other abligations of the Group.
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22. PROVISIONS

In RON thousands 30.06.2019 31.12.2018
Provision for financial guarantees 88,390 92,795
Provision for litigations 36,980 36,317
Provision for off-balance sheet commitments 68,243 62,523
Other provisions* 13,172 13,819
Total 206,785 205,454

* Under other provisions for risk and charges, UCFIN recorded a provision for tax losses that may arise in the future during the ordinary
process of sale of non-performing loans.

The movements in provisions during the year were as follows:

In RON thousands 30.06.2019 30.06.2018
Balance at 1 January 205,454 131,914
IFRS 9 Impact - 10,167
Provision set up during the reporting period 85,035 55,525
Provision used during the reporting period 1,905 606
Provision reversed during the reporting period (85,656) (47,579)
FX effect related to off-balance exposure (financial guarantees and

commitments) 1,234 28
Reclassification of provisions from off balance sheet to on balance (1,187) (3,683)
Balance at 30 June 206,785 146,978

* The Bank has reclassified the off-balance sheet provisions built for the risk participation amounts for UniCredit Leasing clients, towards
on balance sheet provisions for lease receivables. The net lease receivables paosition therefore includes the entire amount of risk
provisions for the respective clients.

23. ISSUED CAPITAL

The statutory share capital of the Bank as at 30 June 2019, is represented by 48,948,331 ordinary shares (31
December 2018: 48,948,331 ordinary shares) having a face value of RON 9.30 each and a share premium of
RON 75.93 per share. The total value of the share premium is RON 621,680 thousands.

UniCredit SpA, the majority shareholder of the Bank, has a stake in the share capital of 98.630% (31 December 2018
98.630%).

The shareholders of the Bank are as follows:

30.06.2019 31.12.2018

% %

UniCredit SpA*) 98.6297 98.6297
Other shareholders 1.3703 1.3703
Total 100 100

*) UniCredit SpA has taken over operations in CEE and its subsidiaries from UniCredit Bank Austria AG on 1 October 2016.
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23. ISSUED CAPITAL (continued)

The share capital comprises of the following:

In RON thousands 30.06.2019 31.12.2018
Statutory share capital 455,219 455,219
Effect of hyperinflation — IAS 29 722,529 722,529
Share capital under IFRS 1,177,748 1,177,748
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24. RELATED PARTY TRANSACTIONS

The Group entered into several banking transactions with UniCredit SpA (ltaly) and with members of the
UniCredit Group in the normal course of business. These transactions were carried out on commercial terms
and conditions and at market rates.

The following transactions took place between the Group, UniCredit SpA and its subsidiaries:

30.06.2019 31.12.2018
In RON thousands Parent Other _re.lated Parent Other _re.lated
Company entities Company entities

ﬁ]igvatlve assets at fair value through profit or 297 24.766 964 4916
Derivatives assets designated as hedging

. - - - 146
instruments

Current accounts and deposits at banks 5,764,589 16,485 8,943,057 25,981
Loans and advances to banks 69,058 8,510 94,876 16,280
Loans and advances to customers - 45,784 - 43,456
Other assets 33,980 27,585 22,317 10,833
Outstanding receivables 5,868,424 123,130 9,061,214 109,748
ﬁ]igvatlve liabilities at fair value through profit or 22.793 50,933 12.156 38,746
Derivatives liabilities designated as hedging 48,192 65,885 18,164 60,755
Current accounts 25,018 133,206 8,155 107,756
Deposit attracted 101,090 894,855 2,341,303 952,434
Loans received 5,420,824 939,918 5,192,539 1,143,581
Subordinated liabilities 799,872 104,172 787,605 102,606
Other liabilities 3,394 5,885 5,525 4712
Outstanding payables 6,421,183 2,194,854 8,365,447 2,410,590
Interest income 23,475 297 65,912 1,070
Interest expense (99,720) (40,913) (133,404) (84,285)
Fee and commission income 7,726 6,319 1,803 3,153
Fee and commission expense (62) (684) (17,525) (7,844)
Other operating income - 1,264 - 467
Operating expenses (546) (28,878) (637) (51,402)
Net revenue / (expense) (69,127) (62,595) (83,851) (138,841)
Total commitments 288,692 397,838 334,226 1,003,256
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24. RELATED PARTY TRANSACTIONS (continued)

Transactions with key management personnel

Several banking transactions are performed with key manadement personnel (executive management,
administrators and manaders of the Group) in the normal course of business. These mainly include loans,
current accounts and deposits. The volumes of related-party transactions as of year ends are presented in the
below tables:

In RON thousands 30.06.2019 31.12.2018
Loans 17,187 18,389
Current accounts and deposits 29,920 29,618
Interest and similar income 2le 477
Interest expenses and similar charges (81) (65)

In addition to wades, the Bank provides executive directors and executives with non-monetary benefits and
participation in the UniCredit Group's options scheme. The UniCredit Group's Scheme of Compliance fully
complies with the Group's legal provisions and Compensation Policy.

25. COMMITMENTS AND CONTINGENCIES

(i) Off-balance sheet commitements

At any time the Group has outstanding commitments to extend credit. These commitments take the form of
approved loans and credit card limits and overdraft facilities. Outstanding loan commitments have a
commitment period that does not extend beyond the normal underwriting and settlement period of one month
to one year.

The Group provides financial quarantees and letters of credit to guarantee the performance of customers to
third parties. These adgreements have fixed limits and denerally extend for a period of up to one vear.
Maturities are not concentrated in any period.

The contractual amounts of commitments and contingent liabilities are set out in the following table by
category. The amounts reflected in the table for commitments assume that amounts are fully advanced. The
amounts reflected in the table for quarantees and letters of credit represent the maximum accounting loss that
would be recognised at the end of reporting period if counterparties failed completely to perform as contracted.
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25. COMMITMENTS AND CONTINGENCIES (continued)

(i) Off-balance commitments (continued)

Stage 1 and Of which:
In RON thousands Stade 3 financial assets 30.06.2019
Stage 2
POCI

Loan commitments, of which: 8,095,034 91,919 - 8,186,953

- committed 2,150,243 5,051 - 2,155,294

- uncommitted 5,944,791 86,868 - 6,031,659
Letters of credit 180,490 1,887 - 182,377
Guarantees issued 3,282,525 137,700 - 3,420,225
Gross carrying amount 11,558,049 231,507 - 11,789,555
Allowance for impairment - Loan commitments (12,467) (53,440) - (65,907)
Allowance for impairment - Letters of credit (1,257) (1,066) - (2,323)
Allowance for impairment - Guarantees issued (13,742) (94,798) - (108,540)
Total loss adjustment (27,466) (149,304) - (176,771)

Of which:
In RON thousands SEER T Stade 3 financial assets 31.12.2018
Stage 2
POCI

Loan commitments, of which: 8,199,388 80,287 - 8,279,673
- committed 2,217,776 592 - 2,218,366
- uncommitted 5,981,612 79,695 - 6,061,307
Letters of credit 128,944 3,484 - 132,428
Guarantees issued 3,019,090 144,044 - 3,163,136
Gross carrying amount 11,347,422 227,815 - 11,575,237
Allowance for impairment - Loan commitments (10,777) (48,343) - (59,120)
Allowance for impairment - Letters of credit (673) (1,843) - (2,516)
Allowance for impairment - Guarantees issued (22,060) (92,333) - (114,393)
Total loss adjustment (33,510) (142,519) - (176,029)

The Group acts as a security agent, payment agent and hedding agent for a series of loan contracts between
UniCredit Bank SpA and other entities within UniCredit Group SpA as lender and Romanian companies as
borrowers. For each of these contracts there is a risk participation agreement by which the Group is obliged to
indemnify UniCredit SpA or the other entities within UniCredit Group.

The total amount of such risk participation agreements in force as at 30 June 2019 is EUR 30,591 thousand (31
December 2018: EUR 33,751 thousands).

As compensation for the financial quarantees assumed by the risk participation agreements and for providing
security and payment adent services to UniCredit SpA, the Group receives the commissions paid by the
borrowers plus a portion of the interest margin collected from the borrowers. The Group defers the
commissions collected upfront from the risk participation agreements over the time period that remains until
the maturity of the facilities.
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25. COMMITMENTS AND CONTINGENCIES (continued)

The Group concluded with UniCredit SpA a series of novation contracts through which loan contracts initially
concluded by the Bank with Romanian companies were transferred to UniCredit SpA in exchange for full
reimbursement of borrowers’ exposure towards the Bank. According to these novation contracts, the Bank is
still involved as guarantor and payment agent when the debtor performs its payments.

(ii) Contingent liabilities

As at 30 June 2019, the Group was involved in several litigations (as a defendant) for which the potential
claims estimated by lawyers amounted to a total of RON 22,643 thousands for which a provision of RON
16,556 thousands was recorded.

Convenience translation in English of the original Romanian version.
74



Notes to the interim condensed consolidated financial statements

for six months period ended 30 June 2019

26. FINANCIAL INSTRUMENTS - FAIR VALUE HIERARCHY

The following table presents an analysis of fair value instruments at the fair value hierarchical level at the end of the reporting period 30 June 2019:

30.06.2019
In RON thousands Level 1 Level 2 Level 3 Total fair value Total book value
Assets held for trading and for hedging
Financial assets held for trading at fair value through profit or loss 135,603 108,215 103 243921 243,921
Total assets held for trading and hedging 135,603 108,215 103 243,921 243,921
Financial assets at fair value through other comprehensive income
Capital instruments - - 8,195 8,195 8,195
Securities 6,452,252 733,006 - 7,185,258 7,185,258
Total assets at fair value through other comprehensive income 6,452,252 733,006 8,195 7,193,453 7,193,453
Non-transactional financial assets at fair value through profit or loss
Capital instruments - - 36,103 36,103 36,103
Total non-transactional financial assets at fair value through profit or loss - - 36,103 36,103 36,103
Liabilities designated for trading and for hedging
Financial liabilities at fair value through profit or loss - 92,872 101 92,973 92,973
Derivatives financial instruments designated as hedging instruments - 114,077 - 114,077 114,077
Total liabilities designated for trading and hedging - 206,949 101 207,050 207,050
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26. FINANCIAL INSTRUMENTS - FAIR VALUE HIERARCHY (continued)

The following table presents an analysis of fair value instruments at the fair value hierarchical level at the end of the reporting period 31 December 2018:

31.12.2018
In RON thousands Level 1 Level 2 Level 3 Total fair value Total book value
Assets held for trading and for hedging
Financial assets held for trading at fair value through profit or loss 180,005 89,657 59 269,721 269,721
Derivatives financial instruments designated as hedging instruments - 146 - 146 146
Total assets held for trading and hedging 180,005 89,803 59 269,867 269,867
Financial assets at fair value through other comprehensive income
Capital instruments 6,926,748 395,675 - 7,322,422 7,322,422
Securities - - 8,199 8,199 8,199
Total assets at fair value through other comprehensive income 6,926,748 395,675 8,199 7,330,621 7,330,621
Non-transactional financial assets at fair value through profit or loss
Capital instruments - - 27,064 27,064 27,064
Total non-transactional financial assets at fair value through profit or loss - - 27,064 27,064 27,064
Liabilities designated for trading and for hedging
Financial liabilities at fair value through profit or loss - 69,754 55 69,809 69,809
Derivatives financial instruments designated as hedging instruments - 78,919 - 78,919 78,919
Total liabilities designated for trading and hedging - 148,673 55 148,728 148,728
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27. DISCONTINUED ACTIVITIES

As at 30 June 2018, the Group classified the operations of the UniCredit Insurance Broker as discontinued
activities. The participation was held for sale on 30 June 2018 because it was available for immediate sale in its
current state and a sale transaction was estimated to take place in less than 12 months.

UniCredit Insurance Broker S.R.L. has ceased to be a subsidiary of the Group since August 2018 as a result of its
sale by UCLC, its parent, to two non-resident companies’ part of the UniCredit SpA Group.

The amounts below are presented gross of intragroup transactions, as this subsidiary was expected to no longer
be part of the consolidation perimeter following its sale.

Statement of Comprehensive Income:

In RON thousands 30.06.2018
Interest income 95
Income from commissions 16,495
Other operating revenues 349
Operating income 16,940
Staff expenses (779)
Expgnses with amortization and depreciation of property,plant and )
equipment

Other administrative expenses (247)
Other operating expenses (829)
Operating expenses (1,860)
Net result of operating activity 15,080
Profit / (Lose) before tax 15,080
Profit tax (2,413)
Net result of the reporting period 12,667
Situation of the overall result of the reporting period from

discontinued activities 12,667
Depreciation provision* (4,098)
Net profit from discontinued activities 8,569

* For the difference between the net asset of UniCredit Insurance Broker on 30 June 2018 and the estimated net sale price to be cashed
after the sale by UniCredit Leasing Corporation, a consolidated provision of RON 4,098 thousand was established. Depreciation charge
expense is presented in the statement of comprehensive income on the line "Net profit for the period of reporting - discontinued
operations".
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28. IFRS 16 - ,,LEASE” (GROUP AS LESSOR)

The Group acts as the lessor in operating lease agreements for motor vehicles and rental of spaces.

Leases are denominated in EUR, USD and RON and are signed for a period between 1 and 15 years.

Right of use

In RON thousands Buildings Cars Total
Book value

1 January 2019 193,437 3,482 196,919
30 June 2019 173,872 2,948 176,820

Depreciation expense
30 June 2019 (28,549) (613) (29,162)

Amounts recognized in the income statement

In RON thousands 30.06.2019
Expenses with depreciation related to the rights of use (29,162)
Expenses with interest on lease liabilities (note 6) (1.161)

Maturity analysis of the lease liability

In RON thousands 30.06.2019
1 year -5 years 108.690
Total 162,423
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29. TAX ON ASSETS

Starting with the financial year 2019, according to the Government Emergency Ordinance no. 114/2018
redgarding the establishment of measures in the field of public investments and fiscal-budgetary measures, the
modification and completion of some normative acts and the extension of certain terms, hereinafter referred to
as "the Ordinance", the banking institutions are obliged to pay the net financial tax on assets, further referred as
"tax on assets".

Methodolodical considerations on tax on assets

The Bank is required to calculate the tax on assets at the end of the year by applying the tax rates provided for
by the law on the taxable base.

The basis for calculating the tax on assets (the taxable base) is the net financial assets of the bank, existing at
the end of the semester, or at the end of the year for which the tax on assets is due.

The following items are excluded from the tax base:

e cash;

e cash balances with central banks at net value (only performing exposures);

e nonperforming exposures, net of loan loss provisions;

e debt securities issued by general government, at net value (only performing exposures);
¢ loans and advances to public administrations, at net value (only performing exposures);

* loans granted to the non-governmental sector holding guarantees received from the central public
administration, at net value (only the performing exposures);

e loan and placements to credit institutions at net value (only performing exposures);
e correspondent accounts and deposits with credit institutions at net value (only performing exposures);
e reverse repo operations with credit institutions at net value (only performing exposures).

If the Bank records an accounting loss before calculating the tax on assets at the end of the semester or the year
for which the tax is due, the tax on assets is not due.

If the tax on assets owed by the Bank is above the accounting profit, before calculating the tax on assets
recorded at the end of the semester or the year, for which the tax is due, the tax payable is limited to the
registered profit, without influencing the tax on assets due for the coming years.

The tax rates on assets applied on the taxable base are at the level of:
e 0.4% per annum if the Bank holds a market share of 1% or more;
¢ 0.2% per annum if the Bank holds a market share of less than 1%.

The market share of a credit institution is calculated as the ratio between the total net assets of the credit
institution and the aggredate net aggredate assets for the banking system, including the branches of credit
institutions of foreign legal entities in Romania.

The tax on assets, related to the first semester of 2019, is declared and paid until 25 August 2019 inclusive.

For the first semester of the year, the Bank has the option not to pay and declare the tax if the following
conditions are met:

e if it has met 100% the credit growth target; or
e if it has met 100% the interest rate reduction target; or
e if the adgredate percentade of credit growth and interest mardin reduction is at least 100%.
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29. TAX ON ASSETS (continued)

For each tax assessment period (semester / year), the Bank has the option to reduce the fee due if the following
conditions are met:
* to diminish the interest margin:

- with 50% if the tardet for diminishing the interest margin set by the Ordinance is met, or the interest
mardgin is below the reference margin also set by the Ordinance;

- with less than 50%, depending on the extent to which the interest margin has diminished.

e toincrease financial intermediation (lending):
- with 50% if the credit growth target established by the Ordinance is met;
- with less than 50%, depending on the proportion of the credits increased.

The 2019 tax on assets is declared until 25 August 2020. The differences in excess of the amounts paid and
declared by 25 August 2019 for the first semester of 2019 shall be paid by 25 August 2020 inclusive. The minus
differences are refunded / compensated according to the provisions of Law no. 207/2015 redarding the Fiscal
Procedure Code, with subsequent amendments and updates.

The tax on assets expense is the deductible expense when determining the tax result requlated by Title Il of Law
no. 227/2015 regarding the Fiscal Code, with subsequent amendments and updates.

Determination of tax on assets related to the first semester of 2019
For UniCredit Bank the applicable tax rate is 0.4% per vyear.

For the semester ended 30 June 2019, UniCredit Bank did not meet the conditions for lowering the tax on assets.
The level of the tax on assets calculated on the basis of the results registered as at 30 June 2019 is RON 82.092
thousands that will be paid until 25 August 2019.

In accordance with IFRIC 21, paragraph 8, "the obligating event that gives rise to a liability to pay a contribution
is the activity that triggers the payment of the contribution as identified by law" contribution, UniCredit Bank will
book a prepayment for the tax on assets calculated on the basis of the information from 30 June 2019 until 25
August 2019, as the "obligating event" will be certain only on 31 December 2019, at which time the Bank will
calculate the difference to be registered, therefore the impact on the Statement of Comprehensive Income will
be captured on 31 December 2019.

30. SUBSEQUENT EVENTS
There is no significant subsequent event after the end of reporting period.

The consolidated and separate financial statements were approved by the Management Board on 30 July 2019
and were signed on its behalf by:

Mr. Rasvan Catalin Radu Mr. Philipp Gamauf
Chief Executive Officer Chief Financial Officer
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