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annual financial statements for the year 2019, for BCR
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a) Separate and Consolidated Administrators’ Report for

the year 2019 prepared in accordance with NBR Order 27/2010
with further amendments;

b) Independent auditor’s report on the annual separate financial
statements of BCR Bank and on the annual consolidated
financial statements of BCR Group for the year 2019 prepared
in accordance with IFRS;

¢) Annual Report in accordance with ASF Regulation no.

5/2018 - Annex 15 with subsequently amendments and
supplements.

5. Content:

5.1 Legal requirements

5.1.1. Annual Financial Statements

BCR prepares, approves and publish the separate and consolidated Annual Financial Statements audited as
at 31.12.2019, in accordance with the Accounting Law no. 82/1991, with subsequently amendments and
supplements and the Accounting Regulations according to IFRS applicable to credit institutions approved
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through the NBR Order no. 27/2010 with subsequently amendments and supplements.

The separate and consolidated annual Financial Statements for the financial exercise as at 31 December 2019
are subject to GSM'’s approval together and based on:

e The Independent Auditor’s Report
e The separate and consolidated Administrator’'s Report.

The separate and consolidated annual Financial Statements, the separate and consolidated Administrator’s
Report and the Audit Report for the financial exercise as at 31 December 2019 and also the declaration of the
responsible persons prepared in accordance with the articles 30 and 31 of the Accounting Law no. 82/1991 are
to be published after General Shareholders’ Meeting approval, as well as posted on BCR website at the date of
the General Shareholders Meeting call notice for the shareholders information.

5.1.2. Annual report prepared in accordance with ASF Regulation no. 5/2018 (Annex 15) with
subsequently amendments and supplements

The Bank issued bonds that are quoted on Luxembourg Stock Exchange and Bucharest Stock Exchange. The
documentation of the Euro Medium Term Notes (EMTN) Programme issued by Banca Comerciala Romana
requires BCR to choose the home member state for transparency purposes (in accordance with Transparency
Directive 2004/109/EC), and BCR chose Romania as home member state. As such, according to the provisions
of the EU Transparency Directive, BCR has to comply with reporting requirements towards Note holders, which
presumes submitting to Financial Supervisory Authority (ASF) and publishing on the BCR’s internet page the
reports mentioned in the Transparency Directive (Regulation ASF no.5/2018 regarding issuers of securities).
On top of the yearly financial statements, the Bank has to prepare also an annual report, signed by the Bank’s
administrators, that complies with the structure of the necessary information as detailed in Annex 15 to ASF’s
Regulation 5/ 2018.

5.2 Summary of the separate and consolidated financial results

Main items of the Balance Sheet and the Income Statement are depicted below:

BCR Grup Bank
RON mil. 31-Dec-19 31-Dec-18 Delta (%) 31-Dec-19 31-Dec-18 Delta (%)
Total assets 74,938 71,530 5% 71,441 67,909 5%
Total equity 8,472 8,367 1% 8,305 8,138 2%
BCR Group Bank
RON mil. 31-Dec-19 31-Dec-18 Delta (%) 31-Dec-19 31-Dec-18 Delta (%)
Net profit 593 1,202 -51% 652 970 -33%

In 2019, the assets of BCR’s Group increased from 71,530 mil RON (31 December 2018) to 74,938 mil RON
(31 December 2019), mainly due to increase of loans to customers.

BCR Group registered a net profit of RON 593 mil in 2019, lower by 51% against RON 1,202 mil in 2018, as
impacted by the significant one-off provision allocation related to the activity of BCR Banca pentru Locuinte as
detailed in Notes 2.2 (9), 30 and 46 of the Financial Statements, despite the best operating result in the last
five years underpinned by strong loan growth.

Operational profit increased by 9% comparing to the previous financial exercise (RON 1,787 mil as at 31
December 2019 versus RON 1,635 mil as at 31 December 2018), mainly due to increase of net interest income
by 10% (RON 209 mil) and a moderate increase of administrative expenses by 3%. Cost income ratio was
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48.8% in 2019 versus 50.2% in 2018.

The main accounting policies of the Bank and BCR Group were applied consequently during 2019 as
compared to 2018, being impacted by IFRS 16 starting 1 January 2019.

Significant accounting judgements and estimations presented in the Note 2.2. are:

Fair value of the financial instruments;

Impairment on loans and advances;

Deferred tax assets;

Benefits granted on the date of retirement;

Provisions for allegedly abusive clauses;

Tax asset resulting from the fiscal treatment of impairment of subsidiaries;
Impairment of subsidiaries (impacting only the separate financial statements).

The main contingent liabilities related to litigations presented in the Note 46 of the Financial Statements are:

The litigation related to the audit mission of the Romanian Court of Accounts in 2015 for BCR Banca
pentru Locuinte;

Non-performing loan portfolio sale since 2016 and 2017;

BFP litigation;

Tax related litigation related to fiscal authorities control in BCR on income tax and VAT for the period
2012-2015.

5.3. Summary of the Separate and Consolidated Administrator’s Report

The main information included in the separate and consolidated Administrator's Report are:

Macroeconomic environment;

Evolution of the main financial and commercial indicators in 2019;
Perspectives on BCR'’s activity in 2020;

Financial position and performance of BCR and BCR Group;
Capital elements and profit distribution;

Presentation of the subsidiaries’ activity;

Risk profile of BCR and BCR Group;

Corporate governance;

Social responsability, diversity and development activities.

5.4. Summary of the annual report prepared in accordance with ASF Requlation no. 5/2018 (Annex 15)

The main information included in the annual report in accordance with ASF Regulation no. 5/2018 (Annex 15)

are:

Analysis of the Bank’s activity regarding: the general evolution, evolution of commercial activity,
aspects related to the employees (statistical data, professional development and training), risk
management, perspectives for 2020;

Tangible assets;

Capital markets related to the bonds issued by the Bank;

Bank’s policy related to dividends;

Management of the Bank;

Financial — accounting statement;

Annexes such as: Constitutive Act, Subsidiaries’ list, Related parties list of the Bank as at 31.12.2019.
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Banca Comerciala Romana S.A.

Consolidated and Separate Financial Statements
(The Group and the Parent Bank)

Prepared in Accordance with
International Financial Reporting Standards
as endorsed by the European Union
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Independent Auditor’s Report
To the Shareholders of Banca Comerciala Romana SA

Report on the audit of the financial statements

Our opinion

In our opinion, the consolidated and separate financial statements give a true and fair view of the
consolidated and separate financial position of Banca Comerciald Roméana SA (the “Bank”) and its
subsidiaries (together - the “Group”) as at 31 December 2019, and its consolidated and separate
financial performance and its consolidated and separate cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the European Union
and the National Bank of Romania (NBR) Order no. 27/2010 for approving accounting Regulations
in accordance with International Financial Reporting Standards, applicable to credit institutions and
subsequent amendments ({the “NBR Order 27/2010%).

Qur opinion is consistent with our additional report to the Audit Committee dated 20 March 2020.
What we have audited
The Group’s and the Bank’s consolidated and separate financial statements comprise:

. the consolidated and separate statements of profit or loss for the year ended
31 December2019;

. the consolidated and separate statements of other comprehensive income for the year then
ended,;

. the consolidated and separate statements of financial position as at 31 December 2019;

. the consolidated and separate statements of changes in equity for the year then ended;
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. the consolidated and separate statements of cash flows for the year then ended; and

) the notes to the financial statements, which include significant accounting policies and
other explanatory information.

The consolidated and separate financial statements as at 31 December 2019 are identified as
follows:

. Total consolidated equity: RON thousand 8,471,710;
. Consolidated net profit for the year: RON thousand 593,266,
. Total separate equity: RON thousand 8,305,054;
. Separate net profit for the year: RON thousand 651,909;

The Bank’s registered office is in Bucharest, 15 Calea Victoriei and the Bank's unique fiscal
registration code is RO361757.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs), Regulation
EU No 537/2014 of the European Parliament and of the Council and subsequent amendments (the
“Regulation™ and Law 162/2017 regarding statutory audit of annual finangcial statements and
annual consclidated financial statements and regarding changes to other regulations and
subsequent amendments (the “Law™). Our responsibilities under those standards are further
described in the Auditor's responsibilities for the audit of the consolidated and separate financial
statements section of our report.

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

Independence

We are independent of the Group and the Bank in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and
the ethical requirements that are relevant to our audit of the consclidated and separate financial
statements in Romania, including the Regulation and the Law. We have fulfilled the ethical
responsibilities in accordance with the IESBA Code and the ethical requirements of the Regulation
and the Law.
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To the best of our knowledge and belief, we declare that non-audit services that we have provided
to the Group and the Bank are in accordance with the applicable law and regulations in Romania
and that we have not provided non-audit services that are prohibited under Article 5(1) of the
Regulation.

The non-audit services that we have provided to the Group and the Bank in the period from
1 January 2019 to 31 December 2019, are disclosed in Note 45 "Audit fees and tax consultancy
fees” to the consolidated and separate financial statements.

Our audit approach

Overview

Overall materiality:
RON thousand 75,919 for both consolidated and separate
financial statements.

Materiality

Group scoping:

We planned and scoped our audit for 2019 reflecting the Group's
current structure whereby the Bank represents a very significant
part of the Group’s assets, liabilities, revenue and profit before
tax. Hence, we defined the Bank as the sole significant
component within the Group and so it was subject to a full scope
audit of its financial information.

Group scoping

Application of IFRS 9 in the calculation of expected credit losses
of loans and advances to customers.

Tax matters resulting from the tax inspection performed by the
Romanian Tax Authorities and tax treatment applied to
deductibility of the impairment loss for the Bank’s investment in its
subsidiaries.

Ongoing litigation between Banca pentru Locuinte subsidiary and
the Romanian Court of Accounts.

Key audit matters

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated and separate financial statements. In particular, we considered
where management made subjective judgements; for example, in respect of significant accounting
estimates that involved making assumptions and considering future events that are inherently
uncertain. As in all of our audits, we also addressed the risk of management override of internal
controls, including among other matters, consideration of whether there was evidence of bias that
represented a risk of material misstatement due to fraud.
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