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One Bank,
One UniCredit.

We are a simple, successful Pan European Commercial Bank, with a fully plugged-in CIB, delivering a unique Western,
Central and Eastern European network to our extensive franchise of 25 million clients.

Our strategy is long-term. We are transforming the Group through decisive actions to lay the groundwork for the future,
changing the way we work to anticipate our clients’ medium-term evolution. Everything we do is designed to make
UniCredit a true Pan European Winner.



- Deloitte Audit S.R.L.
De I o Itte S0s Nicolae Titulescu nr. 4-8
@ Intrarea de est,
Etaju! 2-zona Deloitte §i etajul 3

Sector 1, 011141, Bucuregti
Romania

Tel.: +40 21 222 16 61
Fax: +40 21 22216 60
www,deloitte.ro

REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

To the shareholders of
UniCredit Bank S.A.

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of
UniCredit Bank S.A. (the ‘Bank’) and its subsidiaries: UniCredit Consumer Financing 5.A., UniCredit
l.easing Corporation IFN S.A, Debo Leasing IFN SA and UniCredit Insurance Broker SRL as of 30 June
2018 and the related condensed interim consolidated statements of comprehensive income, changes in
equity and cash flows for the six month period then ended. Management of the Bank is responsible for
the preparation and presentation of this interim condensed consolidated financial information in
accordance with IAS 34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on this
interim condensed consolidated financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review
of interim financial information consists of making inquiries, primarily of persons respansible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on Auditing, Regulation
(EU) No. 537/2014 of the European Parliament and the Council and Law 162/2017 and, consequently,
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying

interim condensed consolidated financial information of the Bank is not prepared, in all material respects,
in accordance with IAS 34 “Interim Financial Reporting”.

For signature, please refer to the
original Romanian version.

Deloitte Audit SRL
Bucharest, Romania
August 1, 2018

Numele Deloitie se refera la organizatla Deloitte Touche Tohmatsu Limited, o companie cu raspundere limitats din Marea Britanle, la firmele membre 3le acesteia, in cadrul careia fiecare firma
membra este o persoand juridicd independents. Pentru o descriere amdnuniitd a structurii legale a Deloitte Touche Tohmatsu Limited si a firmelor membre,
va rugam sd accesati www.deloltte com/ro/despre



Chapter 1 Interim condensed consolidated statement of comprehensive income for

the six months period ended 30 June 2018

In RON Note 30.06.2018 30.06.2017
Interest income 6 788,522,606 634,028,262
Interest expense 6 (212,152,350) (158,059,285)
Net interest income 576,370,256 475,968,977
Fee and commission income 186,913,378 231,301,984
Fee and commission expense (48,188,108) (40,239,959)
Net fee and commission income 138,725,270 191,062,025
{\g:ts income from trading and derivative instruments at fair value through profit and 7 151,917,044 131,032,864
Fair value adjustments in hedde accounting (1,778,395) (3,126,981)
\I}I;Eéntc;r;w:g;rgrr\;ﬂri\:%%s?‘:zsof financial assets and liabilities which are not at fair 12,894,019 53,854,471
Dividends income 2,465,840 2,115,561
Other operating income 10,789,960 9,548,670
Operating income 865,595,956 860,455,587
Personnel expenses 8 (192,716,569) (183,028,328)
Amortisation and impairment of tangible assets (18,750,623) (23,402,799)
Amortisation and impairment of intangible assets (26,782,197) (25,557,109)
Other administrative expenses 9 (176,205,955) (210,046,643)
Other operating expenses (12,666,550) (7,479,654)
Operating expenses (427,121,894) (449,514,533)
Net operating income 438,474,062 410,941,054
Net impairment losses from assets on amortised cost 10,26 (113,768,182)

Net impairment losses according to I1AS 39 10,26 (126,880,872)
Net provision losses 21,26 (7,948,320)

Net provision losses according to IAS 39 21,26 (10,095,423)
Net gains / (losses) from other investment activities (3,282,233)
Profit before taxation 316,757,560 270,682,426
Income tax 11 (63,326,409) (45,478,388)
Net profit for the period- continued operations 253,431,151 225,204,038
Net profit for the period- discontinued operations 27 8,569,002 -
Net profit for the period 262,000,153 225,204,038
Attributable to:

Equity holders of the parent company 281,001,324 208,330,681
Non-controlling interests (19,001,171) 16,873,357
Net profit for the period 262,000,153 225,204,038

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



Chapter 1 Interim condensed consolidated statement of comprehensive income for the

six months period ended 30 June 2018 (continued)

In RON Note 30.06.2018 30.06.2017
Other comprehensive income, net of tax

Items that will not be reclassified to profit or loss

Revaluation of property, plant and equipment (net of deferred tax) 34,046 26.833
Total items that will not be reclassified to profit or loss 34,046 26,833
Items that may be reclassified to profit or loss

Net change in fair value of financial assets through other comprehensive

income (net of deferred tax) \115.013453) (5,936,658)
Net change in revaluation of cash flow hedde reserve (net of deferred tax) 1,891,686 5,881,549
Net change in fair value for financial assets available for sale according to

IFRS9 (1,451,813)

Total items that may be reclassified to other comprehensive income (114,575,560) (55,10)
Other comprehensive income for the reporting period, net of tax (114,541,514) (28,276)
Total comprehensive income for the reporting period 147,458,639 225,175,762
Attributable to:

Sharehalders of parent -company 166,459,810 208,302,405
Non-controlling interests (19,001,171) 16,873,357
Other comprehensive income for the reporting period 147,458,639 225,175,762

The interim condgnsed consolidated financial statements were approved by the Management Board

on July 31, 2018/and were signed on its behalf by:

/

U

- 7
Masvan Catalin Radu
Chief Executive Officer

The accompanying notes form an integral part of these consolidated financial statements

Mr. Philipp Gamauf
Chief Financial Officer

Convenience translation in English of the original Romanian version




Chapter 2 Interim condensed consolidated statement of financial position as

of 30 June 2018

In RON Nota 30.06.2018 31.12.2017
Assets:

Cash and cash equivalents 12 9,875,918,478 8,574,271,776
Financial assets at fair value through profit or loss 13,26 349454518 |

Financial assets at fair value through profit and loss according ]

to IAS39 13,26 ] 121,382,271
Derivatives assets designated as hedding instruments 4,117,405 4,196,748
Financial assets at amortized cost: 26 A
Loans and advances to customers at amortized cost 14 23,176,367,968

Net Lease receivables 15 3,964,617,653

Loans and advances to banks at amortized cost 2,0 ,879 T i
Loans and advances to customers according to IAS 39 14 A A 22,950,823,080
Net Lease receivables 15 3,712,963,204
Loans and advances to banks according to IAS 39 1,446,780,104
Financial assets at fair value through other comprehensive e i

income 16,26 5,937,826,416 |
Financial assets available for sale according to 1AS 39 16,26 AR 6,002,073,050
Property and equipment 176,709,567 188,032,627
Intangible assets 145,685,994 169,305,871
Deferred tax assets 140,103,834 96,999,353
Other assets 268,058,476 195,580,837
Non-current assets classified as held for sale 36,811,630 36,811,630
Other assets — discontinued operations 27 49,976,370 -
Total assets 46,156,720,188 43,499,220,551
Liabilities:

Financial liabilities at fair value through profit or loss 13 67,298,351 80,019,912
Derivatives liabilities designated as hedging instruments 13 73,008,558 76,165,933
Financial liabilities at amortized cost:

Deposits from banks 17 5,037,086,629 3,387,875,738
Loans from banks and other financial institutions at amortized

cost 18 6,900,724,096 6,558,213,059
Deposits from clients 19 27,477,789,644 27,148,800,322
Debt securities issued 618,421,041 1,166,162,751
Subordinated liabilities 20 889,841,091 890,162,269
Current tax liabilities 51,784,248 22,806,393
Provisions 21 167,016,834 148,268,479
Other liabilities 359,750,398 309,646,935
Other liabilities — discontinued operations 27 13,386,557 -
Total liabilities 41,656,108,447 39,788,121,791

The accompanying notes form an integral part of these consolidated financial statements

Convenience translation in English of the original Romanian version



Chapter 2 Interim condensed consolidated

of 30 June 2018 (continued)

statement of financial position as

In RON Note 30.06.2018 31.12.2017
Equity

Share capital 22 1,177,748,253 1,101,604,066
Share premium 22 621,680,499 55
Cash flow hedde reserve (47,031,018) (48,922,704)
Reserve on financial assets at fair value through other

comprehensive income (169,970,103) (53,502,857)
Revaluation reserve on property and equipment 9,706,893 9,672,847
Other reserves 258,711,207 244,827,555
Retained earningds 2,483,073,565 2,307,202,067
Retained earnings — discontinued operations 40,508,151 -
Total equity for parent company 4,374,427,447 3,560,881,029
Non-controlling interest 126,184,294 150,217,731
Total liabilities and equity 46,156,720,188 43,499,220,551

The interim conde‘zsed consolidated financial statements were approved by the Management Board on
were signed on its behalf by:

“,

July 31, 2018 an

/

(A

Mr. Philipp Gamauf
Chief Financial Officer

Mﬁasvan Catalin Radu
Chief Executive Officer

The accompanying notes form an integral part of these consolidated financial statements
Convenience translation in English of the original Romanian version
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Chapter 4 Interim condensed consolidated statement of cash flows for the six months

period ended 30 June 2018

30.06.2018 30.06.2017
Note
RON RON
Operating activities
Profit / (Loss) before taxation 11 327,739,389 270,682,426
Adjustments for non-cash items:
aD:SEJErtesciatiun, amortisation and impairment on tangible and intandible 45,537,571 48,959,908
Net impairment losses on financial assets 10 138,663,663 126,880,972
lCor;aslngi,e in fair value of financial derivatives at fair value through profit or (37,888,564) (25,115.605)
Other items for which the cash effects are investing or financing 925,909 762,660
Other non—cash items (25,132,213) 28,319,093
Operating profit before changes in operating assets and Liabilities 449,845,755 450,489,454
Changde in operating assets:
(Increase) / Decrease in financial assets held for trading (277,849,825) (97,275,696)
(Increase) / Decrease in loans and advances to banks (580,823,071) (817,341,279)
(Increase) / Decrease in loans and advances to customers (316,005,408) (1,079,104,890)
(Increase) / Decrease in lease investment (291,582,267) (301,899,129)
(Increase) / Decrease in other assets (80,150,177) (28,866,022)
Chande in operating liabilities:
(Decrease) / Increase in deposits from banks 1,647,944,614 187,486,342
(Decrease) / Increase in deposits from customers 309,693,543 617,516,510
(Decrease) / Increase in other liabilities 13,840,076 7,122,749
Income tax paid (39,713,220) (66,561,684)
Cash flows from / (used in) operating activities 835,200,020 | (1,128,433,645)
Investing activities
Acquisition of property and equipment and intangible assets (8,256,042) (19,929,975)
Income from property and equipment sales 13,362,274
Dividends received 2,464,642 2,115,561
Cash flows used in investing activities (5,791,400) (4,452,140)
8 The accompanying notes form an integral part of these consolidated financial statements

Convenience translation in English of the original Romanian version



period ended 30 June 2018

Chapter 4 Interim condensed consolidated statement of cash flows for the six months

30.06.2018 30.06.2017
Note
RON RON
Cash flows from financing activities
Dividends paid -677,815
New debt securities issued (550,000,000)
Net increase of share capital and share premium 697,824,631
Repayments of loans from financial institutions (1,026,075,156) (2,978,356,188)
Drawdowns from loans from financial institutions 1,383,743,057 2,540,231,527
Cash flows from financing activities 505,492,532 (438,802,476)
Net increase in cash and cash equivalents 1,334,901,151 1,571,688,261
Cash and cash equivalents at 1 January 2018 8,574,271,776 5,760,947,655
IFRS9 impact at 01 January 2018 (3,097,826)
Cash and cash equivalents 30 June 2018 12 9,906,075,101 4,189,259,395
30.06.2018 30.06.2017
Cash flow from operating activities include:
RON RON
Interest received 684,379,123 624,459,334
Interest paid (205,847,577) (157,495,915)

The interim conde?sed consolidated financial statements were approved by the Management Board on July
31,2018 andw%yé signed on its behalf by:

Mr. Rasvan Catalin Radu Mr. Philipp Gamauf
Chief Executive Officer Chief Financial Officer
9

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



Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

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™), the new brand of formerly UniCredit Tiriac Bank SA until August 2015,
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 merder 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.
These include: accounts opening, domestic and international payments, foreign exchange transactions,
working capital finance, medium and long term facilities, retail loans, bank guarantees, letter of credits
and documentary collections.

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

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

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.

UniCredit Leasing Corporation IFN S.A., having its current registered office at 23-25 Ghetarilor Street, 1st,
2nd and 4th floor, District 1, Bucharest, Romania, provides financial lease services to corporate clients and
individuals. UCLC, previously associate entity, has become a subsidiary of the Bank starting with April 2014
when the Bank obtained 99.95% direct and indirect controlling interest (direct controlling interest:
99.90%). The Bank’s shareholding has changed to a direct and an indirect controlling shareholding interest
0f 99.98% as of 30 June 2018 (direct controlling interest: 99.96%), as a result of the merger of UCLC with
UniCredit Leasing Romania SA (“UCLRQ") finalized by June 2015, when UCLRO was absorbed by UCLC.

Debo Leasing IFN S.A., having its current registered office in 23-25 Ghetarilor Street, 2nd floor, 1st district,
Bucharest, Romania, is a real estate finance lease entity, has become a subsidiary of the Bank starting with
April 2014. The Bank has an indirect controlling interest of 99.97% through UCLC.

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 has an indirect controlling interest of 99.98% through UCLC.

As at 30 June 2018, the Group carried out its activity in Romania through the Head Offices of the Bank and
subsidiaries located in Bucharest and through its network having 151 branches (31 December 2017: 157)
located in Bucharest and the country.

10
Convenience translation in English of the original Romanian version



Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

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 Bank as at
and for the year ended 31 December 2017.

b) Functional and presentation currency

The consolidated financial statements are presented in Romanian Lei (“RON”), which is the functional and
presentation currency. Except as indicated, financial information presented in RON has been rounded to the
nearest unit.

3. SIGNIFICANT ACCOUNTING POLICIES

Except for the below mentioned changes the accounting policies applicable by the Group in the interim
condensed consolidated financial statements are consistent with the accounting policies applied by the
Group in the yearly consolidated financial statements for the financial period ended 31 December 2017.

Where it has been considered necessary, the comparative amounts have been reclassified in order to ensure
the compliance with the changes made in the corresponding notes to the financial statements.

a) Foreign currency

Transactions in foreign currencies are translated at the foreign exchange 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. Non-monetary assets and liabilities that are measured
in terms of histarical cost in a foreign currency are translated using the exchange 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 the fair value was determined.

The exchange rates of major foreign currencies were:

Currencies 30 June 2018 31 December 2017 Chande
Euro (EUR) 1: RON 4.6611 1: RON 4.6597 0.03%
US Dollar (USD) 1: RON 4.0033 1: RON 3.8915 2.87%
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Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b) IFRS9 impact

With reference to the adoption of IFRS 9 starting with 1st January 2018, we highlight that it is the result of
a long-time project aimed at creating reporting and risk monitoring methods, harmonized between Group's
Legal Entities, that ensure full compliance with the standard and at updating governance and monitoring
processes in light of the new rules.

This project was ordanized at Group level through specific work-streams:

work-stream  “Classification and Measurement” aimed at reviewing financial instruments
classification in line with new IFRS9 criteria;

work-stream “Impairment” aimed at developing and implementing models and methods for
calculating impairment.

These work-streams are further integrated by a specific work-stream dedicated to adapting the models and
methodologies developed to the peculiarities of Corporate & Investment Banking (CIB).

The whole project is being developed with the involvement of all the relevant departments of the Group
and with an active involvement of Board of Directors.

The following should be noted with regard to the new accounting principle:

12

it introduced significant changes in the rules for classifying and measuring financial instruments
compared to IAS39.

With reference to loans and debt securities, the classification and consequent measurement of
these instruments is based on the "business model” and on the characteristics of the financial
instrument cash flows (SPPI criterion - Solely Payments of Principal and Interests).

With reference to equity instruments, they are classified as financial instruments at fair value, with
differences recognized through profit or loss or in other comprehensive income. In the latter case,
unlike the requirements of IAS 39 for available-for-sale financial assets, IFRS 9 no longer requires to
recognize impairment losses and provides that, in the event of sale of the instrument, the profits
and losses on disposal must be reclassified to other shareholders' equity reserve and not to profit or
loss.

Lastly, with reference to financial liabilities designated at fair value, it modified the accounting of
"own credit risk", i.e. the changdes in the value of liabilities at fair value that are due to fluctuations
in their creditworthiness. According to the new standard, these changes must be recognized in an
equity reserve, rather than in the income statement as per IAS 39, thus eliminating a source of
volatility in economic results.

It has introduced a new accounting model of impairment for credit exposures based on (i) an
"expected losses" approach replacing the current one based on the recognition of "incurred losses"
and (ii) on the concept of "lifetime" expected loss.

It has introduced gquidelines that clarify when financial instruments shall be written off by
specifying that the write - off constitutes an event of accounting de-recognition.

It has also modified the rules applicable to "hedge accounting” with regard to designating a
hedging relationship and verifying its effectiveness with the aim of ensuring greater alignment
between the accounting recognition of heddes and the underlying management rationale. The
Group has exercised the option to continue applying the existing IAS 39 hedge accounting
requirements for all its hedging relationships until the IASB completes the project on accounting for
macro-hedging.
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

The Group has decided to exploit the option provided by the accounting standard not to restate comparative
figures of previous years. Consequently, for UniCredit Group, the first time adoption of the new standard is
1st January 2018.

Details on the impact of the transition to IFRS 9 and reclassifications made are available in Note 26.

c) Financial assets and financial liabilities - Recognition and initial measurement

The Group initially recognises loans and receivables, deposits, debt securities issued and subordinated
liabilities on the date that they are originated. All other financial assets and liabilities are initially recognised
on the trade date at which the Group becomes a party to the contractual provisions of the instrument.

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).

d) Financial assets and financial liabilities - Classification

As a result of the entry into force of IFRS 9, the Group has reclassified financial assets and liabilities as at 1°*
January 2018 into the new envisaged categories.

In this regard, it should be noted that this classification is based on business model and characteristics of
the contractual cash flows.

The analysis of the business model was conducted by mapping the business areas that make up the Group
and by allocating a specific business model to each of them.

In this redard, the business areas that make up the Group's banking portfolio have been assigned "held-to-
collect” or "held-to-collect and sell" business models according to holding intentions and expected turnover
of the financial instruments.

The business areas that make up 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 categories envisaged by IFRS9, the business
model analysis must be complemented by an analysis of contractual flows ("SPPI Test").

In this redard, 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 IFRS9 requirements, or by using external
data providers.

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

Financial assets
e Held for trading;
o Designated at fair value through profit or loss;
o Mandatorily at fair value;
o At fair value through Comprehensive income;
e At amortised cost;
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Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities
At inception date, a financial liability is classified in one of the following catedories:
e measured at amortised cost
e at fair value through profit or loss -held for trading
e designated at fair value.

d1) Financial assets and financial liabilities held for trading
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 it is a derivative contract not designated under hedge 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.

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 its value changes in response to the change 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 it requires 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 changes in market
factors;

e tis settled 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 aseparate instrument with the same terms as the embedded derivative would meet the definition of a
derivative; and
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
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:
* derivatives that are not designated as hedging instruments;

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

¢ financial liabilities issued with an intention to repurchase them in the near 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 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 Group.

d2) Financial assets and financial liabilities at fair value throudh profit and loss

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

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

Financial liabilities, like financial assets, may also be designated, according to IFRS9, on initial recognition
as measured at fair value, provided that:

¢ 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 dains or losses; or

® a group of financial assets, financial liabilities or bath are managed and measured at fair value under
risk management or investment strategy which is internally documented with the entity's key
manadement 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 liabilities presented in this category are measured at fair value at initial recognition and for the life
of the transaction.

The changes in fair value are recognized in the income statement except for any chandes in fair value
arising from changes 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.
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Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

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;

° The designation eliminates or significantly reduces an accounting mismatch which would otherwise
arise; or

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

d3) 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;

e its cash flows are solely the payment of principal and interest.

These items also include the net value of finance leases of assets under construction or awaiting lease,
provided the leases have the characteristics of contracts entailing the transfer of risk.

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 term of the
loan.

The carrying amount of financial assets at amortized cost is adjusted to take into account 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.

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, provided that 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.

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.

d4) Other financial assets mandatory 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 statement for the six months period

ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Specifically, in this portfolio have been classified 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.

The following type of assets could also 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 book;

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

e units in investment funds.

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

d5) 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 category 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 consideration 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 gains and losses arising from changes in fair value are recognized in the Statement of comprehensive
income and shown under Revaluation reserves in shareholders' equity.

These instruments are tested for impairment as illustrated in the specific section.

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

In the event of disposal, the accumulated profits and losses are recorded in the income statement. With
regard to equity instruments, the gains and losses arising from changes in fair value are recognized 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 Other Reserves.

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

e) Financial assets and liabilities - de-recognition and modification

Renegotiations of financial instruments which cause a change in contractual conditions are accounted for
depending on the significance of the contractual change itself.
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Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

In particular, when renegotiations 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 gross exposure before and after renedotiation, adjusted
to consider changes in the related loan loss provision, is recognized in P&L as modification gain or loss.

In this reqard, 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 renedotiations that introduce
contractual clauses which determine a chande 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.

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.

On de-recognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset transferred), and consideration received (including any
new asset obtained less any new liability assumed) is recognised in profit or loss. In addition, any
cumulative gain or loss that had been recognised in ather comprehensive income is also recognised in profit
or loss.

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

f) Purchased or Oridinated 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 QOriginated
Credit Impaired- POCI".

The amortized cost and the interest income gdenerated 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 credit loss is subject to periodic review thus determining the recognition of impairment or
write- backs.

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.

In addition to purchased impaired assets, the Group identifies as" Purchased Originated Credit Impaired
those credit exposures that are originated in the case of restructuring of an impaired exposure which led to
the provision of new finance which is deemed significant either in absolute terms or in relative terms
compared with the amount of the original exposure.

18
Convenience translation in English of the original Romanian version



Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

d) 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.

h) 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 @ 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 technique makes
maximum use of market inputs, relies as little as possible on estimates specific to the Group, incorporates
all available factors that market participants would consider in setting a price, and is consistent with
accepted economic methodologies for pricing financial instruments. Inputs to valuation techniques
reasonably represent market expectations and measures of the risk-return factors inherent in the financial
instrument.

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.

Where a 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.

i) Identification and measurement of impairment

Loans and advances to clients and banks 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 IFRSO.

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:

* 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).
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period ended 30 June 2018 (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

* Stadge 2: includes credit exposures that, although performing, have seen their credit risk
significantly deteriorating since initial recognition.

¢ Stade 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
horizon corresponding to the entire life 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 regulations.

In this context “forward looking” information was included through the elaboration of specific scenarios.

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

* 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)

* absolute elements such as the backstops required by law (e.g. 30 days past-due)
* additional internal evidence (e.g. Forborne classification).

With redard to debt securities, the Group opted for application of the low credit risk exemption on
investment grade securities in full compliance with IFRS 9 accounting standard.

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 bad 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 on the basis of business plans or forecasts based on historical recovery
experience observed for similar classes of loans, taking into account 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 including any sale scenarios in case Group strategy on
Non-Performing Asset Strategy for the period 2018-2020 foresees the recovery through sale on the market.

More details regarding IFRS9 first time adoption of the Group can be found in note 4.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

j) Non-current assets held for sale / discontinued operations

A non-current asset (or disposal group) is classified as held for sale if its carrying amount will be recovered
principally through a sale transaction rather than through continuing use.

For this to be the case, the asset (or disposal group) must be available for immediate sale in its present
condition subject only to terms that are usual and customary for sales of such assets (or disposal groups)
and its sale must be highly probable.

For the sale to be highly probable, the appropriate level of management must be committed to a plan to
sell the asset (or disposal group), and an active programme to locate a buyer and complete the plan must
have been initiated. Further, the asset (or disposal group) must be actively marketed for sale at a price that
is reasonable 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 changes 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

(a) represents a separate major Line of business or geographical area of operations,

(b) is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area
of operations or

(c) is a subsidiary acquired exclusively with a view to resale.

The Bank measures a non-current asset (or disposal group) classified as held for sale at the lower of its
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 londer met.

As of 30 June 2018, the Group classified the operations of UniCredit Insurance Broker as a discontinued
operation. The participation is held for sale at the end of the reporting period as it is available for
immediate sale in its present condition and a sale transaction is estimated to take place in less than 12
months. The sale will take place with 2 entities part of UniCredit Group and was determined by a
reorganisation of the shareholdings within the Group. The transaction was already approved by the
shareholders of UniCredit Insurance Broker by the end of reporting period and will be finalised after the
approval by the Financial Supervision Authority.

4. FINANCIAL RISK MANAGEMENT

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:

* 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);

* 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;

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

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

21
Convenience translation in English of the original Romanian version



Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

4. FINANCIAL RISK MANAGEMENT (continued)

Such parameters are calculated starting from the corresponding parameters used for requlatory purposes,
with specific adjustments in order to ensure consistency between accounting and regulatory treatment
despite different regulatory requirements. Main adjustments were aimed at:

* removing conservatism required for requlatory purposes;

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

* including “forward looking” information;
¢ extending credit risk parameters to a multi-year 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. Recovery rate incorporated into through-the-cycle LGD was adjusted in order to remove
conservatism and to reflect most updated trend of recovery rates as well as expectations about future
trends discounted at effective interest rate or at its best proxy.

The lifetime EAD has been obtained by extending the 1 year regulatory or managderial 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 Group has adopted a
statistical approach based on a quantiles regression 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 average in the long-run and that affects the determination of the threshold of change in PD
after which the transaction is classified in Stage 2. The average quantile in the long run is determined based
on the expected average 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 defined by ITS EBA (EBA/ITS/2013/03/revl 24/7/2014).

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

* material exposures more than90 days past due;

* 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, redardless of past due
exposures and the number of days the exposure is past due.
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ended 30 June 2018 (continued)

4. FINANCIAL RISK MANAGEMENT (continued)
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 despite while the application is differentiated in order to comply with different
requirements using internal scenarios only.

In particular, UniCredit Group Romania 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 economy

* The Base Scenario(“Baseline”) reflects the macroeconomic evolution expected by the Group and as such is
coherent with the assumptions used in the planning processes. The Baseline Scenario foresees an economic
growth stable and positive, both for the Eurozone and for the CEE countries, in a context where the interest
rates in the Euro area are expected to be slightly growing even though they continue to be at historical low
levels. Specifically, the annual growth of the real GDP for the Eurozone is foreseen at +1,8% for 2018 and
+1,5% for 2019 while the foreseen growth for the CEE countries is +2,4% in 2018 and +2,2% in 2019. The
Scenario implies that the 3 months Euribor stays nedative for 2018 and comes back near zero in 2019.

*  The Positive Scenario is based on the hypothesis that the positive economic growth of 2017 both at global
level and at European level might consolidate even in 2018, sustained by the trend in the global commerce
and by accommodating economic policies. This would imply, for the biggest European countries, a
maximum phase of the economic cycle prolonded by a year, that would reflect in a bigger growth of the
annual real GDP (with respect to the baseline scenario) of about 0,2%-0,5% both in 2018 and in 2019.
Specifically, the annual growth of the real GDP for the Eurozone would grow to +2,3%for 2018 and +1,9% for
2019in a context of short term rates (3 months Euribor) still negatives or close to zero. The occurrence of
such scenario, at the moment of its definition, is expected to be plausible and appropriate to quantify a
better trend of the economy than the one assumed in the Baseline scenario.

* 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. 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 alongside with, among others, the
extension of tension between Spanish government and Catalonia Region. This context would lead to an
increase of the risk premiums for different “asset class” and to a slowdown of the economic growth both of
the Eurozone (lower of about 1.5per year with respect to the baseline scenario, in terms of real GDP) and of
CEE countries (lower of about 2. points percentade, respectively). Specifically, the annual growth of the GDP
in for the Eurozone would be +0,4% for 2018 and -0,1% for 2019 in a context of rates in the short run
(3months Euribor) that would stay nedative even in 2019, based on the hypothesis that the ECB would
prolong in such a market context the liquidity support to markets. The likelihood of happening of such
scenario, at the time of its definition, is foreseen probable and appropriate to quantify the adverse trend of
the economy. In coherence with the scenario and with the magnitude of changes compared to the baseline
scenario, it is assumed that the negdative scenario is less likely than the positive scenario.
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Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

4. FINANCIAL RISK MANAGEMENT (continued)

The forecasts in terms of changes 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 redard, the PD parameter is calculated through a normal calibration procedure, logistics or Bayesian,
using as anchorage 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 made Point in time through a scalar factor that allows to take into account the ratio
between average recoveries throughout the period and recoveries achieved in previous years. The inclusion
of forecast within the LGD parameter is performed by adjusting the yearly “recovery rate” implicit in this
parameter to take into account the expectations of variations of recovery rates provided by the Stress Test
function.

Sale scenarios

The assessment of impaired exposures (stage3) also considered sale scenarios whereas the Group's Non-
Performing Asset Strategy for the period 2018-2020 foresees the sale on the market as a recovery method.

For this purpose, the presumed recovery value of credit exposures included in the aforementioned Non
Performing Asset Strateqy was determined as weighted average between two scenarios:

* internal recovery scenario, whose expected recovery value is estimated assuming an internal work-
out process according to what has previously been described.

* Sale scenario, whose expected recovery value is estimated assuming the sale of the exposures on
the market. The expected sale price is determined considering market or internal information based
on the following hierarchy:

o prices deriving from past sales of impaired loans with homogeneous characteristics with those
evaluated;

o prices observable on the market for impaired loans with homogeneous characteristics with
those evaluated;

o internal evaluation models

In order to calculate the weighted average, the probability of sale of credit exposures is defined by the
appropriate Group structures on the basis of the volume of the sales forecasted by the aforementioned Non
Performing Asset Strategy compared to the total dross exposure of the portfolio being valued. The
probability of internal recovery is equal to the complement to 1 of probability of sale.

5. USE OF ESTIMATES AND JUDGMENTS
The preparation of these interim condensed consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expenses.

With the exception of the new elements brought by the IFRS9 implementation which are presented in
“Accounting Policies” and “Financial Risk Management” chapters, in preparing the interim condensed
consolidated financial statements the significant judgments made by management in applying the Bank’s
accounting policies and the key sources of estimation uncertainty were the same as those that applied to
the consolidated financial statements as at for the year ended 31.12.2017.
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ended 30 June 2018 (continued)

6. NET INTEREST INCOME

Notes to the interim condensed consolidated statement for the six months period

In RON 30.06.2018 30.06.2017
Interest Income
Interest and similar income arising from:
*
Loans and advances to customers 559,608,887 462,687,161
Net Lease receivables 84,254,737 74,199,713
Treasury bills and bonds 82,245,723 61,168,500
Current accounts and placements with banks 49,786,462 15,248,772
Hedging instruments . 610,234
Others (including derivatives) 12,626,797 20,113,882
e
Total interest income 788,522,606 634,028,262
Interest expense
Interest expense and similar chardes arising from:
Deposits from customers 92,351,641 42,104,191
Loans from banks and other financial institutions 61,014,163 70,343,462
Deposits from banks 20,187,712 14,328,350
Repurchase agreements 3,358,793 3
Interest related to bonds issued 25,114,651 17,511,843
Others (including derivatives) 8,126,508 13,771,434
Hedding derivatives 1,998,882 -
Total interest expense 212,152,350 158,059,285
e
Net interest income 576,370,256 475,968,977

*) Included in interest income for a total amount of RON 25,215,166 (30 June 2017: RON 31,789,845) related to interest income on
impaired loans. Interest income and expenses for assets and liabilities other than those carried at fair value thraugh profit or loss
are calculated using the effective interest rate method.
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Notes to the interim condensed consolidated statement for the six months

period ended 30 June 2018 (continued)

7. NET INCOME FROM TRADING

In RON 30.06.2018 30.06.2017
Net gains from foreign exchande operations

(including FX derivatives) 149,858,900 129,597,766
Net gains/(losses) from interest derivatives 2,401,076 (1,828,729)
Net income from trading bonds (463,498) 3,237,544
Net gains/(losses) from commodities derivatives 120,566 26,283
Net income from trading of financial assets at

fair value throudh profit and loss 151,917,044 131,032,864
8. PERSONNEL EXPENSES

In RON 30.06.2018 30.06.2017
Wades and salaries 188,561,763 148,687,040
Social security chardes, unemployment fund and

health fund 5,242,606 33,926,931
Other (income)/costs (1,087,800) 414,357
Total 192,716,569 183,028,328

The Group number of employees at 30 June 2018 was 3,292 (31 December 2017: 3,348).
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ended 30 June 2017 (continued)

9. OTHER ADMINISTRATIVE COSTS

Notes to the interim condensed consolidated statement for the six months period

In RON 30.06.2018 30.06.2017
Office space expenses (rental, maintenance, other) 57,632,558 56,984,354
IT services 43,462,947 41,843,524
Other taxes and duties 32,986,112 67,862,487
Communication expenses 11,172,785 10,985,227
Advertising and promotional expenses 13,863,770 10,470,281
Consultancy, legal and other professional services 4,700,083 5,975,836
Materials and consumables 6,336,130 5,692,643
Personnel training and recruiting 2,063,750 1,913,780
Insurance expenses 1,497,566 1,716,462
Other 2,490,254 6,602,049
Total 176,205,955 210,046,643
10. NET IMPAIREMENT LOSS ON FINANCIAL ASSETS
In RON 30.06.2018 30.06.2017
Net provision charges for loans and advances to
QUSHIERS (102,324,742) (124,863,907)
Loans written-off (494,973) (472,541)
Net provision charges for lease receivables

(16,927,281) (18,910,696)
Recoveries from loans written-off 12,490,808 14,982,786
Net provisions charges for other financial
InSHumEnts (6,511,994) 2,383,386
Net impairment losses on financial assets (113,768,182) (126,880,972)
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ended 30 June 2017 (continued)

11. INCOME TAX

Notes to the interim condensed consolidated statement for the six months period

In RON 30.06.2018 30.06.2017
Direct taxes at 16% of taxable profits determined in accordance with
Romanian law (73,804,181) (42,273,861)
Correction of current income tax arising from previous year 63,673
Deferred tax income/(loss) 10,477,772 (3,268,200)
Income tax (63,326,409) (45,478,388)
Reconciliation of profit before tax with income tax expense in consolidated income statement
In RON 30.06.2018 30.06.2017
Profit/(loss) before tax 316,757,560 270,682,426
Taxation statutory rate of 16% (50,681,210) (43,309,188)
Non-deductible expenses (20,110,114) (11,071,497)
Non-taxable revenues 1,470,771 2,511,568
Origination and reversal of temporary differences 2,780,988 4,908,640
Fiscal credit 3,213,155 1,482,089
Income tax in the income statement (63,326,409) (45,478,388)
Reconciliation for the interim condensed consolidated cash flows.
In RON Nota 30.06.2018
Profit before taxation — continued operations 316,757,560
Profit before taxation — discontinued operations 57 15,080,167
Provisions for discontinued operations 27 (4,098,338)
Total 327,739,389
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

12. CASH AND CASH EQUIVALENTS

In RON 30.06.2018 31.12.2017
Balances with National Bank of Romania 2,298,874,639 6,926,636,417
Cash (including cash in ATMs) 1,138,442,448 1,185,224,939
Short term Money Market placements 6,387,983,868 429,631,203
Current balances with other banks 50,617,523 32,779,217
Total 9,875,918,478 8,574,271,776
Reconciliation for the interim condensed consolidated cash flows.
In RON Note 30.06.2018
Cash and cash equivalents of the Group 9,875,918,478
Cash and cash equivalents from discontinued operations 27 30,156,623
Cash and cash equivalents for the interim condensed consolidated
cash flows 9,906,075,101

The balance of current accounts with the National Bank of Romania represents the minimum reserve
maintained in accordance with the National Bank of Romania requirements. As of 30 June 2018, the
minimum reserve level was set at 8% (31 December 2017: 8%) for liabilities to customers in RON and 8%
(31 December 2017: 8%) for liabilities to customers in foreign currency both with residual maturity less
than 2 years from the end of reporting period and for liabilities with the residual maturity greater than 2
years with reimbursement, transfer and anticipated withdrawals clause or 0% for all the other liabilities
included in the calculation base.
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

13. FINANCIAL ASSETS / LIABILITIES HELD FOR TRADING AND DERIVATIVES USED FOR

HEDGING

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

In RON 30.06.2018 31.12.2017
Derivatives 67,885,636 69,225,191
Investment securities held for trading 255,031,197 52,157,080
Equity instruments *) 26,537,685

Total 349,454,518 121,382,271

*) Until 31 December 2017, equity investments for VISA Inc were classified as “Equity investments

available for sale”

(ii) Derivatives assets / liabilities

The derivative assets and liabilities held at fair value through profit and loss at 30 June 2018 may be

summarized as follows:

30.06.2018
Notional Present value
Assets Liabilities
Foreign currency derivatives
Forward contracts 6,701,386,729 15,566,077 11,248,286
Purchased options 227,961,131 387,796 45,730
Sold options 227,961,131 383,496
Total foreidn currency derivatives 7,157,308,991 15,953,873 11,677,512
Interest rates derivatives
Interest Rate Swaps 5,226,352,605 30,291,828 34,212,482
Purchased options 883,884,068 20,828,369
Sold options 883,884,071 20,627,469
Total interest rate derivatives 6,994,120,744 51,120,197 54,839,951
Other derivatives — bought merchandise 119,251,914 811,566
Other derivatives — sold merchandise 119,251,914 780,888
Total derivatives — merchandise 238,503,828 811,566 780,888
Total 14,389,933,563 67,885,636 67,298,351
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

13. FINANCIAL ASSETS AND LIABILITIES HELD FOR TRADING AND DERIVATIVES USED FOR
HEDGING (continued)

(ii) Derivatives assets / liabilities (continued)

The derivative assets and liabilities held at fair value through profit and loss at 31 December 2017 may be
summarized as follows:

31.12.2017
Notional Present value
Assets Liabilities
Foreidn currency derivatives
Forward contracts 4,622,934,594 14,205,127 23,112,965
Purchased options 47,611,383 18,674 7,281
Sold options 47,611,383 18,165
Total  foreign  currency
derivatives 4,718,157,360 14,223,801 23,138,411
Interest rates derivatives
Interest Rate Swaps 3,335,748,527 31,270,914 32,695,735
Purchased options 992,370,740 22,842,240
Sold options 992,370,744 23,319,924
Total interest rate
derivatives 5,320,490,011 54,113,154 56,015,659
Other derivatives 12,176,496 888,236 865,842
Total 10,050,823,867 69,225,191 80,019,912
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ended 30 June 2018 (continued)

14. LOANS AND ADVANCES TO CUSTOMERS

The Group’s commercial lending is concentrated on companies and individuals domiciled in Romania

Notes to the interim condensed consolidated statement for the six months period

mainly. The breakdown of loan portfolio at balance sheet’s date by type of loan was as follows:

In RON 30.06.2018 31.12.2017
Mortgages 11,525,036,494 11,253,647,987
Corporate loans 6,199,365,409 6,249,516,042
Revolving credit lines 2,060,902,645 2,073,542,573
Factoring 520,511,531 573,110,721
Credit cards and personal loans 2,619,728,632 2,394,550,032
Impaired assets 1,729,227,372 1,846,416,423
Loans and advances to customers before provisions 24,654,772,083 24,390,783,778
Less provision for impairment losses on loans (1,478,404,115) (1,439,960,698)
Net loans and advances to customers 23,176,367,968 22,950,823,080

The Group monitors concentrations of credit risk by sector of activity, client segment, products, ratings,
geographical area on a quarterly basis. An analysis of concentrations of credit risk by industry at the

reporting date is shown below:

In RON 30.06.2018 31.12.2017
Private entities (including individuals) 7,751,271,028 7,332,952,401
Manufacturing 4,878,503,808 4,897,096,997
Commerce- wholesale and retail 3,967,246,146 3,746,224,490
Real estate 1,517,231,728 1,578,003,598
Construction 721,563,172 708,952,243
Agriculture — forestry - fisheries 1,105,294,944 1,227,433,540
Transport and storage services 607,046,481 603,128,341
Public administration and defence; social security

insurance 113,849,870 363,324,438
Production and supply of electricity, das, steam and air

conditioning 236,789,402 291,804,248
Professional, scientific and technical activities 498,102,933 545,638,498
Information and communication 589,757,046 611,491,988
Financial and insurance institutions 529,154,143 518,888,586
Water supply 92,487,493 104,736,852
Hotels and restaurants 159,289,507 161,703,277
Administrative and support service activities 276,802,927 131,301,610
Extractive industry 44,887,588 43,081,263
Education 5,470,931 6,090,141
Medical and social activities 33,309,428 36,665,500
Arts, entertainment and recreation 7,203,640 7,017,250
Other services 41,105,753 35,287,819
Total 23,176,367,968 22,950,823,080
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

14. LOANS AND ADVANCES TO CUSTOMERS (continued)

The movements in loan allowances for impairment may be summarized as follows:

In RON 30.06.2018 30.06.2017
Balance at the 31* of December 2017 1,439,960,698 1,343,845,430
IFRS9 implementation impact at the 1% of January

2018 42,773,916

Net impairment charge for the period 102,324,742 130,391,976
Foreign currency exchande effect 452,320 1,203,734
Release of allowances for impairment of loans

written-off and loans sold (104,789,161) (111,252,580)
Final balance at 30" of June 2018 1,480,722,514 1,364,188,560
Of which loans and advances to banks: 2,318,398 -
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14. LOANS AND ADVANCES TO CUSTOMERS (continued)

Exposure to credit risk

ended 30 June 2018 (continued)

Notes to the interim condensed consolidated statement for the six months period

In RON 30.06.2018

Individually significant impaired Private
loans Total out of which: Corporate SME Private Individual banking
Stage 3 1,409,065,399 1,047,519,742 132,720,048 228,562,652 262,957
Gross amount 1,409,065,399 1,047,519,742 132,720,048 228,562,652 262,957
Allowance for impairment (1,115,844,152) (820,922,393) (107,361,741) (187,560,018) .
Net carrying amount 293,221,247 226,597,349 25,358,307 41,002,634 262,957
Fair value of collateral 320,056,809 257,686,192 32,370,183 30,000,434 -
Property 252,621,575 195,018,163 27,602,978 30,000,434 -
Goods 31,588,034 29,375,372 2,212,662 - -
Assignment of receivables 16,953,193 16,853,193 - i
Other collateral* 18,894,007 16,339,464 2,554,543 - B
Other impaired loans

Stade 3 320,166,800 29,729,347 115,564,680 174,870,360 2,413
Gross amount 320,166,800 29,729,347 115,564,680 174,870,360 2,413
Allowance for impairment (166,652,426) (18,025,909) (80,275,609) (68,344,827) (2,081)
Carrying amount 153,514,374 11,699,438 35,289,071 106,525,533 332
Fair value of collateral 142,234,459 11,752,427 29,662,177 100,819,855 -
Property 133,553,322 9,511,963 24,362,071 99,679,288 -
Goods 3,098,433 484,821 2,608,002 5,610 -
Assignment of receivables 17,688 17,688 0 0 -
Other collateral” 5,565,016 1,737,855 2,682,104 1,134,957 -
Past due but not impaired

Stage 1 798,629,352 383,108,556 180,340,491 235,180,305 -
Less than 90 overdue days 797,892,381 383,108,556 180,340,461 234,443,364 -
Mare than 90 overdue days 736,971 - 30 736,941

Stade 2 565,419,959 83,399,443 94,817,186 387,096,715 106,615
Less than 90 overdue days 543,466,204 83,352,882 90,485,105 369,521,602 106,615
More than 90 overdue days 21,953,755 46,561 4,332,081 17,575,113

Gross amount 1,364,049,311 466,507,999 275,157,677 622,277,020 106,615
Allowance for impairment (31,465,640) (1,405,262) (4,816,137) (25,244,238) (3)
Carrying amount 1,332,583,671 465,102,737 270,341,540 597,032,782 106,612
Neither past due nor impaired

Stage 1 18,327,693,952 11,107,060,140 1,365,627,374 5,730,390,177 124,616,261
Stade 2 3,233,796,616 1,887,081,211 143,264,310 1,166,532,086 36,919,009
Gross amount 21,561,490,568 12,994,141,351 1,508,891,684 6,896,922,263 161,535,270
Allowance for impairment (164,441,892) (63,844,272) (9,610,430) (90,100,521) (886,609)
Net carrying amount 21,397,048,676 12,930,297,079 1,499,281,194 6,806,821,742 160,648,661
Total carrying amount 23,176,367,968 13,633,696,603 1,830,270,112 7,551,382,691 161,018,562

* Other collateral includes cash and financial risk insurance
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ended 30 June 2018 (continued)

15. NET LEASE RECEIVABLES

Notes to the interim condensed consolidated statement for the six months period

In RON 30.06.2018 31.12.2017
Lease receivables up to one year, gross 2,405,423,783 2,236,615,628
Lease receivables from one to five years, gross 1,697,322,849 1,591,627,979
Lease receivables over five years, gross 200,529,535 205,562,628
Total lease receivables, dross 4,303,276,167 4,033,806,235
Total lease receivables, net of future interest 4,303,276,167 4,033,806,235
Impairment allowances for lease receivables (338,658,514) (320,843,031)
Total net lease receivables 3,964,617,653 3,712,963,204
Concentration of credit risk related to lease receivables

In RON 30.06.2018 31.12.2017
Transport and storage services 936,672,454 867,603,200
Manufacturing 547,666,980 531,222,530
Commerce- wholesale and retail 1,096,117,543 979,096,883
Production and supply of electricity, das, steam and air

conditioning 111,418,564 128,217,576
Construction 245,395,636 262,242,713
Agriculture — forestry - fisheries 268,006,020 230,388,861
Real estate 139,460,509 140,819,281
Professional, scientific and technical activities 162,812,939 151,829,286
Administrative and support service activities 101,439,879 98,680,005
Medical and social activities 83,581,806 69,195,845
Hotels and restaurants 68,099,213 61,787,168
Extractive industry 25,400,693 24,499,832
Information and communication 53,292,556 41,231,810
Water supply 42,475,335 42,880,657
Public administration and defense; social security

insurance 3,329,940 2,929,113
Financial and insurance institutions 10,205,105 12,962,708
Arts, entertainment and recreation 10,104,250 9,085,828
Education 5,740,137 5,328,720
Other services 53,398,094 52,961,188
Total 3,964,617,653 3,712,963,204
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

15. NET LEASE RECEIVABLES (continued)

The movements in finance lease allowances for impairment are summarized as follows:

In RON 30.062018 30.06.2017
Balance at 31* of December 2017 320,843,031 303,922,270
IFRS9 implementation impact at the 1% of January

2018 13,377,170

Net impairment charge for the period 16,927,281 15,271,464
Foreign currency exchande effect 104,919 992,158

Release of allowances for impairment of loans
written-off and loans sold

(12,178,471)

(27,002,355)

Modifications in discontinued operations

(415,415)

Balance at 30" of June 2018

338,658,515

293,183,537
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

15. NET LEASE RECEIVABLES (continued)

In RON 30.06.2018

Total, out of

which: Corporate SME | Private individuals
Finance leases individually impaired
Stage 3 394,000,873 13,710,502 379,348,490 941,881
Gross amount 394,000,873 13,710,502 379,348,490 941,881
Allowance for impairment (257,613,078) (7,985,691) (248,685,506) 941,881)
Net carrying amount 136,387,795 5,724,811 130,662,984 -
Fair value of collateral - -
Property 120,543,732 5,686,225 114,835,466 18,041
Goods - -
Assignment of receivables % -
Other collateral 82,326,758 464,765 81,861,993 =
Other impaired loans - -
Stage 3 54,482,741 - 53,387,308 1,095,433
Gross amount 54,482,741 - 53,387,308 1,095,433
Allowance for impairment (34,923,418) - (34,263,608) (659,810)
Net carrying amount 19,559,323 - 19,123,700 435,623
Fair value of collateral - -
Property 23,931,201 - 23,529,827 401,374
Goods - -
Assignment of receivables - '
Other collateral 22,733 - 22733 -
Finance lease past due but not impaired = -
Stade 1 190,828,264 11,075,530 178,854,935 897,799
Less than 90 overdue days 190,828,264 11,075,530 178,854,935 897,799
More than 90 overdue days = - = -
Stade 2 235,076,350 4,197,783 230,333,621 544,946
Less than 90 overdue days 235,076,350 4,197,783 230,333,621 544,946
Mare than 90 overdue days = = = =
Gross amount 425,904,614 15,273,313 409,188,556 1,442,745
Allowance for impairment (5,909,879) (466,400) (5,418,915) (24,564)
Net carryind amount 419,994,735 14,806,913 403,769,641 1,418,181
Finance lease neither past due nor impaired - -
Stage 1 3,422,890,228 291,890,649 3,097,617,145 33,382,434
Stade 2 115,593,763 5,997,712 109,595,756 295
Gross amount 3,428,887,940 297,888,361 3,097,617,145 33,382,434
Allowance for impairment (40,212,140) (4,439,895) (35,070,178) (702,067)
Net carrying amount 3,388,675,799 293,448,465 3,062,546,967 32,680,367
Total carrying amount 3,964,617,653 313,980,190 3,616,103,292 34,534,171
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

16. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

a) Investment securities held at fair value through other comprehensive income

As at 30 June 2018 the Group included in investment securities held at fair value through other
comprehensive income, available for sale bonds, Romanian Government T-bills, bonds issued by the
municipality of Bucharest and bonds issued by the Ministry of Public Finance in amount of RON
5,930,811,778 (31 December 2017: RON 5,977,060,831).

As at 30 June 2018 the investment securities held at fair value through other comprehensive income are
pledged in amount of RON 686,894,305 (31 December 2017: RON 732,191,326).

The Group transferred to profit or loss during the first semester of 2018 an amount of RON (2,254,828) (30
June 2017: RON 52,128,908 dain) representing net loss from disposal of available for sale investment
securities.

b) Equity investments held at fair value through other comprehensive income

At 30 June 2018 the Group held the following equity investments held at fair value through other
comprehensive income:

In RON % interest
Nature of business held Fair value

UniCredit Leasing Fleet Management Operational leasing 9.99% 2,345,998
Transfond SA QOther financial services 8.04% 2,770,810
Biroul de Credit SA Financial services 6.80% 996,791
Fondul Roman de Garantare a Creditelor pentru

Intreprinzatorii Privati IFN SA QOther credit activities 3.10% 897,258
Casa de Compensare Bucuresti SA Qther financial services 0.91% 3,744
Total 7,014,601
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

16. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
(continued)

b) Equity investments available for sale (continued)
The Group held the following equity investments, available for sale as at 31 December 2017:

% interest Gross carrying Net carrying
31 December 2017 Nature of business held amount | Impairment amount
UniCredit  Leasing  Fleet
Management Operational leasing 9.99% 2,345,998 2,345,998
Transfond SA Other financial services 8.04% 1,164,862 1,164,862
Biroul de Credit SA Financial services 6.80% 645,525 645,525
Fondul Roman de Garantare
a Creditelor pentru
Intreprinzatorii Privati IFN SA | Other credit activities 3.10% 1,786,564 960,253 826,311
Casa de Compensare
Bucuresti SA Other financial services 0.91% 9,727 9,267 460
VISA Inc - Series C
preferred shares Cards 0 20,029,027 20,029,027
Total 25,981,703 969,520 25,012,183

*) Following the implementation of IFRS9, starting with 1* of January 2018, equity investments for
VISA Inc are classified as “Financial Assets held at fair value through profit and loss”
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

17. DEPOSITS FROM BANKS

In RON 30.06.2018 31.12.2017
Term deposit 3,862,863,921 2,727,606,057
Sight deposit 817,500,127 420,693,932
Amounts in transit 356,722,581 239,575,749
Total 5,037,086,629 3,387,875,738
18. LOANS FROM BANKS AND OTHER FINANCIAL INSTITUTIONS
In RON 30.06.2018 31.12.2017
Commercial banks 6,369,241,701 5,956,798,338
Multilateral development banks 3,740,535 11,350,761
International financial institutions 527,741,860 590,063,960
Total 6.900.724.096 6.558.213.059

As at 30 June 2018, the final maturity of loans varies from September 2018 to March 2028.

19. DEPOSITS FROM CUSTOMERS

In RON 30.06.2018 31.12.2017
Term deposits 9,490,707,845 9,124,954,533
Payable on demand deposits 16,713,113,822 15,941,796,732
Collateral deposits 1,213,806,615 1,982,525,175
Amounts in transit 60,015,534 99,388,291
Certificates of deposits 145,828 135,591
Total 27,477,789,644 27,148,800,322
20. SUBORDINATED LIABILITIES
In RON 30.06.2018 31.12.2017
UniCredit SpA 787,296,891 787,082,141
UniCredit Bank Austria AG 102,544,200 103,080,128
Total 889,841,091 890,162,269
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

20. SUBORDINATED LIABILITIES (continued)

At 30 June 2018, the following agreements were outstanding:

e Subordinated loan from UniCredit Spa Italy in total amount of EUR 48,500,000 principal,

maturing on July 2027

e Subordinated loan from UniCredit Spa ltaly in total amount of EUR 120,000,000 principal,

maturing on December 2027

e Subordinated loan from UniCredit Bank Austria AG in total amount of EUR 22,000,000

principal, indefinite maturity.

The repayment of outstanding principal and accrued interest of the above-mentioned loans is

subordinated to all other obligations of the Bank.

21. PROVISIONS

In RON 30.06.2018 31.12.2017
Provision for financial guarantees 91,911,218 PHE R
Provision for legal disputes 11,092,798 107650
Provision for off-balance commitments 50,194,134 48,193,006
Other provisions 13,818,684 L
Total 167,016,834 A i
The movements in provisions could be summarized as follows:
In RON 30.06.2018 30.06.2017
Balance at the 31* of December 2017 148,268,479 67,301,041
IFRS9 implementation impact at the 1% of
January 2018 10,167,147
Provision set up during the period 55,526,632 53,004,886
Provision used during the period 605,069 -181,479
Provision reversed during the period (47,578,312) (42,730,944)
FX related to off-balance exposure 27,819 (151,303)
Balance at the 30" of June 2018 167,016,834 77,242,201
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

22. ISSUED CAPITAL

The statutory share capital of the Bank as at 30 June 2018 is represented by 48,948,331 ordinary shares
(31 December 2017: 40,760,784 ordinary shares) having a face value of RON 9.30 each and a share
premium of 75.93 RON per share. The total value of the share premium is 621,680,499 RON.

Through the decision of the Extraordinary General Shareholders Meeting dated March 22, 2018, the
change in the Bank's constitutive act was approved following the Bank's share capital increase by RON
76,144,187.10, by cash contribution in RON, from the amount RON 379,075,291.20 to the amount of
RON 455,219,478.30, through the issue of 8,187,547 new shares with a nominal value of RON 9.30 /
share.

The shareholders of the Bank are as follows;

30.06.2018

%

UniCredit SpA 98.605

Other shareholders 1.395

Total 100.00

31.12.2017

%

UniCredit SpA* 98.328

Other shareholders 1.672

Total 100.00

The share capital comprises of the following:

In RON 30.06.2018 31.12.2017
Statutory share capital 455,219,478 379,075,291
Hyperinflation effect —IAS 29 722,528,775 722,528,775
Share capital under IFRS 1,177,748,253 1,101,604,066

Convenience translation in English of the original Romanian version
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

23. RELATED PARTY TRANSACTIONS

The Group entered into a number of banking transactions with UniCredit S.p.A 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 rate.

In RON 30.06.2018
Other related
Parent company parties
Derivative assets at fair value through profit and loss 1,999,393 5,609,771
Derivative assets designed as hedding instruments 4,117,406
Current accounts and deposits at banks 8,081,306,888 41,360,157
Loans and advances to banks 33,312,882 6,941,142
Loans and advances to customers 35,879,467
Other assets 24,669,508 23,373,196
Outstanding receivables 8,141,288,671 117,281,139
Derivative liabilities at fair value through profit and loss 12,168,560 44,695,044
Derivative liabilities designed as hedging 11,932,120 61,077,438
Current accounts 4,793,983 55,309,164
Deposits 2,558,007,980 1,511,464,659
Loans received 4.889,876,941 1,146,625,812
Subordinated liabilities 787,208,734 102,544,200
Other liabilities 2,521,009 11,651,594
Outstanding payables 8,266,509,327 2,933,367,911
Interest income 25,020,476 333,750
Interest expense (55,276,952) (43,678,463)
Fee and commission income 1,454,985 1,876,216
Fee and commission expense (8,430,738) (4,411,677)
Operating income 65,078 791,892
Operating expense (239,363) (25,979,550)
Net revenue/(expense) (37,406,514) (71,067,832)
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ended 30 June 2018 (continued)

23. RELATED PARTY TRANSACTIONS (continued)

Notes to the interim condensed consolidated statement for the six months period

In RON 31 December 2017
Other related
Parent company parties
Derivative assets at fair value through profit and loss 1,028,185 4,072,145
Derivative assets designed as hedging instruments - 4,660,844
Current accounts and deposits at banks 1,227,223,017
Loans and advances to banks - 35,996,158
Loans and advances to customers - 50,309,379
Other assets 21,457,634 27,753,548
Outstanding receivables 1,249,708,836 122,792,074
Derivative liabilities at fair value through profit and loss 9,098,336 52,186,771
Derivative liabilities designed as hedding 2,320,450 73,845,484
Current accounts 21,893,047 69,593,715
Deposits 2,828,278,427 1,968,343,175
Loans received 2,287,150,136 1,280,835,630
Bonds issued 21,330,716
Subordinated liabilities 787,052,237 103,080,128
Other liabilities 8,836,007 6,708,790
Outstanding payables 5,944,628,640 3,575,924,409
Interest income 27,165,487 3,066,976
Interest expense (38,373,644) (128,141,104)
Fee and commission income 1,592,343 3,429,834
Fee and commission expense (18,606,087) (6,339,262)
Operating income 65,078 1,735,405
Operating expense (458,462) (52,390,668)
Net revenue/(expense) (28,615,285) (178,634,819)
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

23. RELATED PARTY TRANSACTIONS (continued)

Transactions with key management personnel

A number of banking transactions are entered into with key management personnel (executive
management, administrators of the Bank) in the normal course of business. These mainly include
loans, current accounts and deposits. The volumes of related-party transactions are presented in the

below tables:
In RON 30.06.2018 31.12.2017
Loans 4,604,241 7,857,125
Current accounts and deposits 20,023,625 19,029,251
Interest income 63,915 61,746
Interest expenses (27,157) (15,981)
In RON 30.06.2018 31.12.2017
Key management compensation 7,199,397 11,915,023
Total 7,199,397 11,919,023

In addition to their salaries, the Bank also provides non-cash benefits to directors and executive
officers and they participate in the UniCredit Group’s Incentive system. The Group Incentive System is
fully aligned with relevant requlatory requirements and the UniCredit Group Compensation Policy.

24. COMMITMENTS AND CONTINGENCIES

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 duarantees and letters of credit to duarantee the performance of
customers to third parties. These agreements have fixed limits and dgenerally extend for a period of up
to one year. Expirations 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 guarantees and letters of credit represent the
maximum accounting loss that would be recognized at the balance sheet date if counterparties failed
completely to perform as contracted.

In RON 30.06.2018 31.12.2017
Loan commitments 2,209,692,526 1,730,417,815
Letters of credit 162,069,302 193,764,422
Guarantees issued 4,681,466,524 4,617,613,782
Total 7,053,228,352 6,541,796,019

Convenience translation in English of the original Romanian version
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

24. COMMITMENTS AND CONTINGENCIES (continued)

The Group acts as a security agent, payment agent and hedging agent for a series of loan contracts
between UniCredit SpA and other entities within UniCredit Group as lender and Romanian companies as
borrowers. For each of these contracts there is a risk participation agreement by which the Group takes the
obligation to pay to UniCredit SpA any instalment that the borrowers failed to pay.

The total amount of such risk participation agreements in force as at 30 June 2018 is EUR 35,785,453 (31
December 2017 is EUR 37,439,447).

As compensation for the financial guarantees assumed by the risk participation agreements and for
providing security and payment agent services to UniCredit SpA, the Bank 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.

The Bank concluded with UniCredit SpA a series of novation contracts through which loan contracts
initially concluded by the bank with the Romanian companies were transferred to the UniCredit SpA in
exchange for full reimbursement of borrowers’ exposure towards UniCredit SpA. Subsequent to the
signing of the novation contracts, the Group becomes lender of record while related the risk participation
agreement is cancelled.

Convenience translation in English of the original Romanian version
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

26. TRANSITION TO IFRS 9
The adoption of IFRSY at the 1st of January 2018 has determined:

* an overall nedative effect on consolidated net equity for an amount of RON 63,808,165,
representing 189 bps of the CET1;

* anoverall nedative effect on CET1 ratio equal to -21 bps;
* the increase of loan loss provisions to an amount equal to RON 56,151,086.
* The Group's Balance Sheet as at 1.1.2018 is presented below (figures in RON):

In RON 01.01.2018 31.12.2017
Assets IFRS 9 1AS 39
Cash and cash equivalents 8,571,149,328 8,574,271,776
Financial assets at fair value through profit and loss 141,411,298 (SRR

- Financial assets held for trading 121,382,271 5

- Non-tradable financial assets mandatory at fair value through profit and loss 20,029,027 st B sy
Financial assets at fair value through profit and loss according to 1AS 39 (a) o .j:'_.'i'-'ffr S il b G § e 121,382,271
Derivative financial assets designed as hedding instruments 4,156,748 7 4,196,748
Financial assets at amortized cost {b): R
Loans and advances to clients 22,909,269,679

Net Lease receivables 3,699,596,151 :

Loans and advances to banks 1446508257 | £
Loans and advances to clients according to 1AS 39 b st 22,950,823,080
Net Lease receivables 3,712,963,204
Loans and advances to banks according to 1AS 39 St 1,446,780,104
Financial assets at fair value through other comprehensive income 5,985,404,385 | g

Financial assets available for sale according to IAS 39 (c) ; 6,002,073,050
Property and equipment 188,032,627 188,032,627
Intangible assets 169,305,871 169,305,871
Deferred tax assets 98,285,503 96,999,353
Other assets 195,523,540 195,580,837
Non-current assets classified as held for sale 36,811,630 36,811,630
Total assets 43,445,495,017 43,499,220,551
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Notes to the interim condensed consolidated statement for the six

months period ended 30 June 2018 (continued)

26. TRANSITION TO IFRS 9 (continued)

In RON 01.01.2018 31.12.2017
Liabilities: IFRS 9 IAS 39
Financial liabilities at fair value through profit or loss 80,628,223 80,019,912
Derivatives liabilities designated as hedding instruments 75,557,622 76,165,933
Financial liabilities at amortized cost:

Deposits from banks 3,387,875,738 3,387,875,738
Loans from banks and other financial institutions at amortized cost 6,558,213,059 6,558,213,059
Deposits from clients 27,148,800,322 27,148,800,322
Debt securities issued 1,166,162,751 1,166,162,751
Subordinated liabilities 890,162,269 890,162,269
Current tax liabilities 22,806,393 22,806,393
Provisions 158,435,626 148,268,479
Other liabilities 309,698,493 309,646,935
Total liabilities 39,798,340,496 39,788,121,791
Equity

Share capital 1,101,604,065 1,101,604,066
Share premium 55 55
Cash flow hedde reserve (48,922,704) (48,922,704)
Reserve on financial assets at fair value through other comprehensive

income (54,954,670) (53,502,857)
Revaluation reserve on property and equipment 9,672,847 9,672,847
Other reserves 244,827,557 244,827,555
Retained earnings 2,249,741,910 2,307,202,067
Total equity for parent company 3,501,969,060 3,560,881,029
Non-controlling interest 145,185,461 150,217,731
Total liabilities and equity 43,445,495,017 43,499,220,551

the item “Financial assets at fair value through profit and loss according to IAS 39”, containing
derivative assets held for trading purposes, was completely reclassified into the new position

“Financial assets held for trading”

the new item * Financial Assets at amortised cost” contains the previous positions of Loans
and advances to Banks, Net Lease receivables and Loans to customers — all 3 positions fully
reclassified at amortised cost, but adjusted due to the application of the new impairment rules

and due to the impact from modification accounting, as detailed in the table below

The item “Financial assets available for sale according to 1AS 39" was classified as follows:
e The complete reclassification of the debt securities in item Financial assets at fair

value through comprehensive income

e The reclassification of the equity participation in VISA as “Non-tradable financial
assets mandatory at fair value through profit and loss”, as also presented in Note

13
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

26. TRANSITION TO IFRS 9 (continued)

IFRS 9 implementation impact:

In RON 30.06.2018
Provisions  from  on-balance  exposures (56,151,086)
(including banks)

Modifications  related to re-neqgotiated (2,263,384)
exposures according to IFRS 9.5.4.3

Intercompany transactions 99,721
Financial assets at fair value through other 3,360,361
comprehensive income

Provisions from off-balance exposures (10,167,147)
Other adjustments 1,313,370
TOTAL (63,808,165)

With reference to the reclassifications of financial instruments in application of the new accounting
standard, the following tables show separately for financial assets and liabilities:
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Notes to the interim condensed consolidated statement for the six

months period ended 30 June 2018 (continued)

27. DISCONTINUED OPERATIONS

As of 30 June 2018, the Group classified the operations of UniCredit Insurance Broker as a
discontinued operation. The participation is held for sale at the end of the reporting period as it is
available for immediate sale in its present condition and a sale transaction is estimated to take place
in less than 12 months. The sale will take place with 2 entities part of UniCredit Group and was
determined by a reordanisation of the shareholdings within the Group. The transaction was already
approved by the shareholders of UniCredit Insurance Broker by the end of reporting period and will be
finalised after the approval by the Financial Supervision Authority.

The amounts bellow are presented with intragroup transactions and balances because the Group
expects that this subsidiary will no londer be part of the consolidation after its sale.

Statement of comprehensive income

In RON 30.06.2018
Interest income 95,232
Fee and commission income 16,495,378
Net income from trading and other financial instruments at fair value

through profit or loss 461
Other operating income 348,532
Operating income 16,939,603
Personnel expenses (778,662)
Depreciation and impairment of tangible assets (4,758)
Other administrative costs (247,432)
Other operating expenses (828,737)
Operatind expenses (1,859,589)
Net operatindg expenses 15,080,014
Net impairment losses on financial assets 153
Profit/ (Loss) before taxation 15,080,167
Income tax (2,412,827)
Net profit for the reporting period 12,667,340
Total comprehensive income for the reporting period 12,667,340
Impairment* (4,098,338)
Net profit from discontinued operations 8,569,002

*For the difference between UniCredit Insurance Broker net assets as of 30" of June 2018 and the estimated net selling price
of UniCredit Leasing Corporation, a provision of RON 4,098,338 was booked at consolidated level. Impairment is presented in
the consolidated statement of financial position in “Other liabilities — discontinued operations”, and the expense with
impairment is presented in the statement of comprehensive income in “Net profit of the reporting period — discontinued
operations”,
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Notes to the interim condensed consolidated statement for the six months period

ended 30 June 2018 (continued)

27. DISCONTINUED OPERATIONS (continue)

Statement of financial position

In RON 30.06.2018
Assets

Cash and cash equivalents 30,156,623
Property and equipment 14,272
Other assets 19,805,475
Total assets 49,976,370
Liabilities

Current tax liabilities 436,020
Deferred tax assets 756
Other liabilities 8,851,443
Total liabilities 9,288,219
Equity

Share capital 150,000
Other reserves 30,000
Retained earnings 40,508,151
Total equity 40,688,151
Total liabilities and equity 49,976,370
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Notes to the interim condensed consolidated statement for the six

months period ended 30 June 2018 (continued)

28. SUBSEQUENT EVENTS

There is no signifcant subsequent event after the end of the reporting period.

The interim cond Ased consolidated financial statements were approved by the Management Board
on July 31, 2018 and w/e,5|gned on its behalf by:

7 ./: i M’

Mr. RasvanCatalin Radu Mr. Philipp Gamauf
Chigf,Ex/ecu ive-Officer Chief Financial Officer
59

Convenience translation in English of the original Romanian version



About Deloitte in Romania

In Romania, the services are provided or supported by Deloitte Audit SRL, Deloitte Tax SRL, Deloitte Consultanta SRE,
Deloitte Fiscal Representative SRL, Deloitte Tehnologie SRL, Delaitte GES Support Services SRL and Deloitte Shared
Services SRL. Deloitte is one of the |leading professional services organizations in Romania providing, in cooperation
with Reff & Associates, services in audit, tax, legal, consulting, financial advisory, risk advisory, business processes
and technology services and other related services with more than 1100 professionals. Please see
www.deloitte.com/ro/about to learn more about our global network of member firms.

© 2018. For information, contact Deloitte Romania



Banking that matters. I

www.unicredit.ro




