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BRD — Groupe Société Générale S.A.

CONSOLIDATED AND SEPARATE STATEMENT OF FINANCIAL POSITION
as of December 31, 2016

(Amounts in thousands RON)

ASSETS

Cash in hand

Due from Central Bank

Due from banks

Derivatives and other financial instruments held for trading
Loans and advances to customers
Finance lease receivables

Financial assets available for sale
Investments in associates and subsidiares
Property, plant and equipment

Investment property

Goodwill

Intangible assets

Deferred taxasset

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Due to banks

Due to customers

Borrowed funds

Derivatives and other financial instruments held for trading
Current tax liability

Deferred tax liability

Other liabilities

Total liabilities

Share capital
Reserves fromrevaluation of available for sale assets
Reserves from defined pension plan

Retained earnings

Non-controlling interest

Total equity
Total liabilities and equity

Group Bank
Note December 31, December 31, December 31, December 31,
2016 2015 2016 2015
5 1,800,529 1,339,602 1,800,506 1,339,580
6 5,339,460 7,480,319 5,339,460 7,480,319
7 1,998,271 2,314,800 1,971,333 2,287,837
8 1,203,282 1,218,112 1,203,299 1,218,133
9 27,838,705 26,741,471 27,384,110 26,376,425
10 663,517 549,354 - -
11 11,609,855 9,208,959 11,585,000 9,190,919
12 134,071 121,787 158,997 157,527
13 833,580 851,260 825,393 843,628
13 13,946 15,337 13,946 15,337
14 50,130 50,130 50,130 50,130
15 90,250 82,617 86,070 76,214
20 65,060 19,194 61,321 15,584
16 240,836 185,668 178,018 141,233
51,881,492 50,178,610 50,657,583 49,192,866
17 531,601 701,180 531,601 701,180
18 42,192,749 41,178,674 42,290,738 41,271,873
19 1,101,558 1,099,793 138,451 348,037
8 211,032 153,210 211,066 153,218
20 142,082 1,463 140,124 -
20 710 539 - -
21 1,027,927 786,308 978,420 737,369
45,207,659 43,921,167 44,290,400 43,211,677
22 2,515,622 2,515,622 2,515,622 2,515,622
276,697 380,308 276,697 380,308
21 (4,650) 12,442 (4,650) 12,442
3,835,793 3,299,819 3,579,514 3,072,817
50,371 49,252 - -
6,673,833 6,257,443 6,367,183 5,981,189
51,881,492 50,178,610 50,657,583 49,192,866

The financial statements have been authorized by the Group’s management on March 9, 2017 and are

signed on the Group’s behalf by:

Francois Bloch
Chief Executive Officer

Petre Bunescu
Deputy Chief Executive Officer

Stephane Fortin

Chief Financial Officer

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.

CONSOLIDATED AND SEPARATE PROFIT OR LOSS

for the year ended December 31, 2016
(Amounts in thousands RON)

Interest and similar income
Interest and similar expense

Net interest income
Fees and commissions, net

Foreign exchange gain

Gain on derivative and other financial instruments held for
trading

Gain on financial assets available for sale

Income from associates

Other income

Operating income
Personnel expenses

Depreciation, amortisation and impairment on tangible and
intangible assets

Contribution to Guarantee Scheme and Resolution Fund
Other operating expenses

Total operating expenses

Net operating profit

Cost of risk

Profit before income tax

Current income taxexpense

Deferred tax (expense) / income
Total income tax

Profit for the period

Profit attributable to equity holders of the parent

Profit attributable to non-controlling interests

Basic earnings per share (in RON)

Group Bank
Note 2016 2015 2016 2015

23 1,807,507 1,939,702 1,689,231 1,828,226
24 (221,037) (423,651) (207,735) (405,973)

1,586,470 1,516,051 1,481,496 1,422,253

25 772,666 749,641 737,021 718,232

27 179,116 149,695 178,700 148,936

26

73,231 131,071 72,774 130,569

131,419 25,751 131,318 25,150

28 27,752 16,316 16,939 14,327

29 6,995 6,702 15,924 14,115

2,777,649 2,595,227 2,634,172 2,473,582
31 (687,785) (654,659) (643,091) (611,999)
32 (128,529) (131,217) (124,561) (127,694)
30 (65,139) (88,050) (65,139) (88,050)
33 (506,119) (511,371) (476,886) (481,774)
(1,387,572) (1,385,297) (1,309,677) (1,309,517)

1,390,077 1,209,930 1,324,495 1,164,065
34 (483,508) (658,214) (461,176) (631,149)

906,569 551,716 863,319 532,916
20 (165,773) (25,327) (157,783) (17,571)
20 22,703 (59,153) 22,745 (69,923)
(143,070) (84,480) (135,038) (87,494)

763,499 467,236 728,281 445,422

757,530 465,821
5,969 1,415
40 1.0870 0.6684 1.0450 0.6391

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.

CONSOLIDATED AND SEPARATE STATEMENT OF COMPREHENSIVE INCOME

for the year ended December 31, 2016

(Amounts in thousands RON)

Result for the period

Net comprehensive income that was or will be reclassified to profit and loss
in subsequent periods

Reclassifications to profit and loss during the period
Revaluation differences

Income taxrelating to available-for-sale financial assets

Net comprehensive income not to be reclassified to profit and loss in
subsequent periods

Gain/(Loss) on defined pension plan
Income taxrelating to defined pension plan
Other comprehensive income for the period, net of tax

Total comprehensive income for the period, net of tax
Attributable to:

Equity holders of the parent
Non-controlling interest

Note

20

21
20

Group Bank
2016 2015 2016 2015
763,499 467,236 728,281 445,422
(103,611) 38,242 (103,611) 38,242
(131,419) (25,751) (131,318) (25,150)
8,072 71,277 7,971 70,676
19,736 (7,284) 19,736 (7,284)
(17,092) 2,476 (17,092) 2,476
(20,347) 2,948 (20,347) 2,948
3,256 (472) 3,256 (472)
(120,703) 40,718 (120,703) 40,718
642,796 507,954 607,578 486,140
636,827 506,539
5,969 1,415

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
CONSOLIDATED AND SEPARATE STATEMENT OF CHANGES IN EQUITY
for the year ended December 31, 2016

(Amounts in thousands RON)

Group

Attributable to equity holders of the parent

Res

erves from

Non-controlling

. revaluation of Retained Reserwves from ] Total equity
Note Issued capital . . ) . interest
awailable for sale earnings defined pension plan
assets

December 31,2014 2,515,622 342,066 2,830,911 9,966 51,650 5,750,215
Total comprehensive income - 38,242 465,821 2,476 1415 507,954

Net Profit for the period - - 465,821 - 1,415 467,236

Other comprehensive income - 38,242 - 2476 - 40,718
Shared-based payment - - 3,087 - 3,087
Equity dividends - - - - (3813) (3813)
December 31,2015 2,515,622 380,308 3,299,819 12,442 49,252 6,257,443
Total comprehensive income - (103,611) 757,530 (17,092) 5,969 642,796

Net Profit for the period - - 757,530 - 5,969 763,499

Other comprehensive income - (103,611) - (17,092) - (120,703)
Shared-based payment - - 1,453 - - 1,453
Equity dividends - (223,009) (4,850) (227,859)
December 31,2016 2,515,622 276,697 3,835,793 (4,650) 50,371 6,673,833
Bank

Reserwes from
; revaluation of Retained Reserwes from .
Note Issued capital available for sale earnings defined pension plan Total equity
assets

December 31,2014 2,515,622 342,066 2,624,763 9,966 5,492,417
Total comprehensive income - 38,242 445,422 2,476 436,140

Net Profit for the period - - 445,422 - 445,422

Other comprehensive income - 38,242 - 2,476 40,718
Shared-based payment - - 2,632 - 2,632
December 31,2015 2,515,622 380,308 3,072,817 12,442 5,981,189
Total comprehensive income - (103,611) 728,281 (17,092) 607,578

Net Profit for the period - - 728,281 - 728,281

Other comprehensive income - (103,611) - (17,092) (120,703)
Shared-based payment - - 1,425 - 1,425
Equity dividends (223,009) (223,009)
December 31,2016 2,515,622 276,697 3,579,514 (4,650) 6,367,183

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
CONSOLIDATED AND SEPARATE STATEMENT OF CASH FLOWS
for the year ended December 31, 2016
(Amounts in thousands RON)

Group Bank
Note 2016 2015 2016 2015

Cash flows from operating activities

Profit before tax 906,569 551,716 863,319 532,916
Adjustments for non-cash items

Depreciation and amortization expense and net loss/(gain) from
disposals of tangible and intangible assets 32 128,529 131,217 124,561 127,694
Share based payment 31 1,453 3,087 1,425 2,632
Loss from investment revaluation (10,814) (1,988) - -
Net expenses fromimpairment of loans and from provisions 21,34 645,568 748,779 620,553 719,404
Income tax paid (37,515) (71,728) (30,275) (62,824)
Operating profit before changes in operating assets and liabilities 1,633,790 1,361,083 1,579,583 1,319,822
Changes in operating assets and liabilities

Current account with NBR 2,140,859 (1,647,898) 2,140,859 (1,647,898)
Accounts and deposits with banks 100,946 (63,641) 100,953 (63,647)
Auvailable for sale securities (2,504,506) (965,365) (2,497,692) (950,766)
Loans (1,740,952) (712,650) (1,628,106) (650,754)
Lease receivables (114,163) (19,283) - -
Other assets (63,501) (443,006) (44,943) (423,759)
Due to banks (169,579) 46,660 (169,579) 46,660
Due to customers 1,014,075 5,144,633 1,018,865 5,151,016
Other liabilities 293,028 227,932 294,292 193,602
Total changes in operating assets and liabilities (1,043,793) 1,567,382 (785,351) 1,654,454
Cash flow from operating activities 589,997 2,928,465 794,232 2,974,276
Investing activities

Acquisition of equity investments (1,470) (67) (1,470) (67)
Acquisition of tangible and intangible assets 1315 (117,202) (90,874) (114,803) (86,914)
Proceeds fromsale of tangible and intangible assets 11 1,353 11 1,353
Cash flowfrom inwesting activities (118,561) (89,588) (116,262) (85,628)
Financing activities

Proceeds from borrowings 815,817 515,305 20,448 108,017
Repayment of borrowings (814,051) (2,380,453) (230,033) (2,026,493)
Dividends paid (227,858) (3,813) (223,009) -
Net cash from financing activities (226,092) (1,868,961) (432,595) (1,918,476)
Net movements in cash and cash equivalents 245,344 969,915 245,374 970,173
Cash and cash equivalents at beginning of the period 35 3,265,893 2,295,978 3,265,032 2,294,859
Cash and cash equivalents at the end of the period 35 3,511,237 3,265,893 3,510,408 3,265,032
Operational cash flows from interest and dividends Group Bank

2016 2015 2016 2015

Interest paid 262,630 456,069 248,735 437,675
Interest received 1,962,143 2,183,577 1,843,995 2,065,596
Dividends received 17,791 17,954 28,949 23,817

The amount of undrawn borrowing facilities that may be available for future operating activities is
681,165 (December 31, 2015: 714,173) and represents a stand by line concluded with the parent for
contingency funding purposes as requested by the Romanian banking regulations on liquidity
management. As at December 31, 2015 the amount included the stand by line concluded with the parent
in amount of 678,675 and also 35,498 in relation with international financial institutions.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

1. Corporate information

BRD — Groupe Société Générale (the “Bank” or “BRD”) is a joint stock company incorporated in
Romania. The Bank commenced business as a state owned credit institution in 1990 by acquiring assets
and liabilities of the former Banca de Investitii. The Bank headquarters and registered office is 1-7 lon
Mihalache Blvd, Bucharest.

BRD together with its subsidiaries (the “Group’) offers a wide range of banking and financial services to
corporates and individuals, as allowed by law. The Group accepts deposits from the public and grants
loans and leases, carries out funds transfer in Romania and abroad, exchanges currencies and provides
other financial services for its commercial and retail customers.

The ultimate parent is Société Générale S.A. as at December 31, 2016 (the “Parent”or “SG”).

The Bank has 810 units throughout the country (December 31, 2015: 829).

The average number of active employees of the Group during 2016 was 7,708 (2015: 7,810), and the
number of active employees of the Group as of the year-end was 7,605 (December 31, 2015: 7,766).

The average number of active employees of the Bank during 2016 was 7,149 (2015: 7,260), and the
number of active employees of the Bank as of the year-end was 7,043 (December 31, 2015: 7,208).

The active employees are the full time employees (excluding maternity leave and long-term sick leave).

BRD — Groupe Société Générale has been quoted on Bucharest Stock Exchange (“BVB”) since January
15, 2001.

The shareholding structure of the Bank is as follows:

December 31,2016  December 31,2015

Societe Generale France 60.17% 60.17%
Fondul Proprietatea 3.64% 3.64%
SIF Transilvania 3.28% 3.48%
SIF Oltenia 2.17% 2.70%
Legal entities 27.49% 26.66%
Individuals 3.25% 3.35%
Total 100.00% 100.00%

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation
a) Basis of preparation

In accordance with European Regulation 1606/2002 of July 19, 2002 on the application of International
Accounting Standards, and Order of the National Bank of Romania Governor no. 27/2010 with
subsequent amendments, BRD prepared consolidated and separate financial statements for the year ended
December 31, 2016 in accordance with the International Financial Reporting Standards (IFRS) as adopted
by the European Union (“EU”).

The consolidated financial statements include the consolidated statement of financial position, the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated
statement of changes in shareholders’ equity, the consolidated cash flow statement, and consolidated
notes.

The separate financial statements include the separate statement of financial position, the separate income
statement, the separate statement of comprehensive income, the separate statement of changes in
shareholders’ equity, the separate cash flow statement, and separate notes.

The consolidated and the separate financial statements are presented in Romanian lei (“RON”), which is
the Group’s and its subsidiaries’ functional and presentation currency, rounded to the nearest thousand,
except when otherwise indicated. The consolidated and separate financial statements have been prepared
on a historical cost basis, except for available-for-sale investments, derivative financial instruments, other
financial assets and liabilities held for trading, which have all been measured at fair value.

The Bank and Group’s management has made an assessment of the Bank and Group’s ability to continue
as a going concern and is satisfied that the bank has the resources to continue in business for the
foreseeable future. Furthermore, management is not aware of any material uncertainties that may cast
significant doubt upon the Bank and Group’s ability to continue as a going concern. Therefore, the
consolidated and separate financial statements are prepared on the going concern basis.

b) Basis for consolidation

The consolidated financial statements comprise the financial statements of the credit institution and its
subsidiaries as at December 31, 2016. The financial statements of the subsidiaries are prepared for the
same reporting period, using consistent accounting policies.

A subsidiary is an entity over which the Bank exercises control. An investor controls an investee when it
is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to
affect those returns through its power over the investee. The consolidated financial statements include the
financial statements of BRD — Groupe Société Générale S.A. and the following subsidiaries: BRD
Sogelease IFN S.A. (99.98% ownership, 2015: 99.98%), BRD Finance IFN S.A. (49% ownership, 2015:
49%,), BRD Corporate Finance SRL (100% ownership, 2015: 100 %) and BRD Asset Management SAI
S.A. (99.98% ownership, 2015: 99.98%). According to IFRS 12 9(b), the Group controls BRD Finance
IFN S.A even though it holds less than half of the voting rights, through the power to govern the financial
and operating policies of the entity under various agreements. All intercompany transactions, balances
and unrealized gains and losses on transactions between consolidated entities are eliminated on
consolidation.

Starting October 1, 2014 the activity of BRD Corporate Finance SRL was temporarily interrupted for a
period of three years.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016

(Amounts in thousands RON)

2. Basis of preparation (continued)

b) Basis for consolidation (continued)

Group
Associates Field of activity Address
ALD Automotive SRL Operational leasing 1-7, lon Mihalache Street, Bucharest

Mobiasbanca Groupe Societe Generale S.A.
BRD Asigurari de Viata SA

Fondul de Garantare a Creditului Rural IFN
SA

Biroul de Credit S.A.

BRD Societate de Administrare a Fondurilor
de Pensii Private SA

BRD Sogelease Asset Rental SRL

Bank

Financial institution
Insurance

Loans guarantee
Financial institution

Pension fund management
Operational leasing

81 Stefan cel Mare si Sfint Street, Kishinev, Republic of Moldova
15 Splaiul Independentei Street, bloc 100, district 5, Bucharest

5 Occidentului Street, Bucharest
29 Sfanta Vineri Street, floor 4, district 3, Bucharest

15 Splaiul Independentei Street, bloc 100, district 5, Bucharest
1-7, lon Mihalache Street, Bucharest

Associates
ALD Automotive SRL

Mobiasbanca Groupe Societe Generale S.A.

BRD Asigurari de Viata SA

Fondul de Garantare a Creditului Rural IFN
SA

Biroul de Credit S.A.

BRD Societate de Administrare a Fondurilor
de Pensii Private SA

Subsidiaries

BRD Sogelease IFN SA

BRD Finance IFN SA

BRD Asset Management SAI SA
BRD Corporate Finance SRL

Field of activity

Address

Operational leasing
Financial institution
Insurance

Loans guarantee
Financial institution

Pension fund management

Financial lease
Financial institution

Fund administration
Business consultancy

1-7, lon Mihalache Street, Bucharest
81 Stefan cel Mare si Sfint Street, Kishinev, Republic of Moldova
15 Splaiul Independentei Street, bloc 100, district 5, Bucharest

5 Occidentului Street, Bucharest
29 Sfanta Vineri Street, floor 4, district 3, Bucharest

15 Splaiul Independentei Street, bloc 100, district 5, Bucharest

1-7, lon Mihalache Street, Bucharest
1-7, lon Mihalache Street, Bucharest

18 Elefterie Street, district 5, Bucharest
1-7, lon Mihalache Street, Bucharest

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Bank obtains
control, and continue to be consolidated until the date such control ceases.

Equity and net income attributable to non-controlling interest are shown separately in the statement of
financial position and statement of comprehensive income, respectively. Acquisition of non-controlling
interest is accounted for so that the difference between the consideration and the fair value of the share of
the net assets acquired is recognised as goodwill. Any negative difference between the cost of acquisition
and the fair values of the identifiable net assets acquired (i.e. a gain from a bargain purchase) is
recognised directly in the income statement in the year of acquisition.

The Bank is accounting the investments in subsidiaries and associates in the separate financial statements
at cost less impairment adjustment.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation (continued)
c) Changes in accounting policies and adoption of revised/amended IFRS

The accounting policies adopted are consistent with those of the previous financial year.

The following standards, amendments to the existing standards and interpretations issued by the
International Accounting Standard Board (“IASB”) and adopted by the EU are effective for the current
period and have also been adopted in these financial statements. The impact of the application of these
new and revised IFRSs has been reflected in the financial statements and was estimated as not being
material, except disclosures already presented.

e |AS 27 Separate Financial Statements (Amendment)
The amendment is effective for annual periods beginning on or after 1 January 2016. This amendment
allows entities to use the equity method to account for investments in subsidiaries, joint ventures and
associates in their separate financial statements and will help some jurisdictions move to IFRS for
separate financial statements, reducing compliance costs without reducing the information available
to investors.

e |AS 1: Disclosure Initiative (Amendment)

The amendments to IAS 1 Presentation of Financial Statements further encourage companies to apply
professional judgment in determining what information to disclose and how to structure it in their
financial statements. The amendments are effective for annual periods beginning on or after 1 January
2016. The narrow-focus amendments to IAS clarify, rather than significantly change, existing 1AS 1
requirements. The amendments relate to materiality, order of the notes, subtotals and disaggregation,
accounting policies and presentation of items of other comprehensive income (OCI) arising from
equity accounted Investments.

e |AS 16 Property, Plant & Equipment and IAS 38 Intangible assets (Amendment): Clarification
of Acceptable Methods of Depreciation and Amortization
The amendment is effective for annual periods beginning on or after 1 January 2016. The amendment
provides additional guidance on how the depreciation or amortization of property, plant and
equipment and intangible assets should be calculated. This amendment clarifies the principle in 1AS
16 Property, Plant and Equipment and IAS 38 Intangible Assets that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part) rather than
the economic benefits that are consumed through use of the asset. As a result, the ratio of revenue
generated to total revenue expected to be generated cannot be used to depreciate property, plant and
equipment and may only be used in very limited circumstances to amortize intangible assets.

e |FRS 11 Joint arrangements (Amendment): Accounting for Acquisitions of Interests in Joint
Operations
The amendment is effective for annual periods beginning on or after 1 January 2016. IFRS 11
addresses the accounting for interests in joint ventures and joint operations. The amendment adds new
guidance on how to account for the acquisition of an interest in a joint operation that constitutes a
business in accordance with IFRS and specifies the appropriate accounting treatment for such
acquisitions.

o |AS 19 Defined Benefit Plans (Amended): Employee Contributions
The amendment is effective for annual periods beginning on or after 1 February 2015. The
amendment applies to contributions from employees or third parties to defined benefit plans. The
objective of the amendment is to simplify the accounting for contributions that are independent of the
number of years of employee service, for example, employee contributions that are calculated
according to a fixed percentage of salary.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

Basis of preparation (continued)
Changes in accounting policies and adoption of revised/amended IFRS (continued)

IFRS 10, IFRS 12 and IAS 28: Investment Entities: Applying the Consolidation Exception
(Amendments)

The amendments address three issues arising in practice in the application of the investment entities
consolidation exception. The amendments are effective for annual periods beginning on or after 1
January 2016. The amendments clarify that the exemption from presenting consolidated financial
statements applies to a parent entity that is a subsidiary of an investment entity, when the investment
entity measures all of its subsidiaries at fair value. Also, the amendments clarify that only a subsidiary
that is not an investment entity itself and provides support services to the investment entity is
consolidated. All other subsidiaries of an investment entity are measured at fair value. Finally, the
amendments to IAS 28 Investments in Associates and Joint Ventures allow the investor, when
applying the equity method, to retain the fair value measurement applied by the investment entity
associate or joint venture to its interests in subsidiaries.

The IASB has issued the Annual Improvements to IFRSs 2010 — 2012 Cycle, which is a collection
of amendments to IFRSs. The amendments are effective for annual periods beginning on or after 1
February 2015.

e IFRS 2 Share-based Payment: This improvement amends the definitions of 'vesting condition'
and 'market condition' and adds definitions for ‘performance condition' and 'service condition'
(which were previously part of the definition of 'vesting condition’).

o |FRS 3 Business combinations: This improvement clarifies that contingent consideration in a
business acquisition that is not classified as equity is subsequently measured at fair value through
profit or loss whether or not it falls within the scope of IFRS 9 Financial Instruments.

o |FRS 8 Operating Segments: This improvement requires an entity to disclose the judgments
made by management in applying the aggregation criteria to operating segments and clarifies that
an entity shall only provide reconciliations of the total of the reportable segments' assets to the
entity's assets if the segment assets are reported regularly.

o |FRS 13 Fair Value Measurement: This improvement in the Basis of Conclusion of IFRS 13
clarifies that issuing IFRS 13 and amending IFRS 9 and IAS 39 did not remove the ability to
measure short-term receivables and payables with no stated interest rate at their invoice amounts
without discounting if the effect of not discounting is immaterial.

e |AS 16 Property Plant & Equipment: The amendment clarifies that when an item of property,
plant and equipment is revalued, the gross carrying amount is adjusted in a manner that is
consistent with the revaluation of the carrying amount.

o |AS 24 Related Party Disclosures: The amendment clarifies that an entity providing key
management personnel services to the reporting entity or to the parent of the reporting entity is a
related party of the reporting entity.

e |AS 38 Intangible Assets: The amendment clarifies that when an intangible asset is revalued the
gross carrying amount is adjusted in a manner that is consistent with the revaluation of the
carrying amount.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

Basis of preparation (continued)

Changes in accounting policies and adoption of revised/amended IFRS (continued)

The IASB has issued the Annual Improvements to IFRSs 2012 — 2014 Cycle, which is a collection
of amendments to IFRSs. The amendments are effective for annual periods beginning on or after 1
January 2016.

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations: The amendment
clarifies that changing from one of the disposal methods to the other (through sale or through
distribution to the owners) should not be considered to be a new plan of disposal, rather it is a
continuation of the original plan. There is therefore no interruption of the application of the
requirements in IFRS 5. The amendment also clarifies that changing the disposal method does not
change the date of classification.

IFRS 7 Financial Instruments: Disclosures: The amendment clarifies that a servicing contract
that includes a fee can constitute continuing involvement in a financial asset. Also, the
amendment clarifies that the IFRS 7 disclosures relating to the offsetting of financial assets and
financial liabilities are not required in the condensed interim financial report.

IAS 19 Employee Benefits: The amendment clarifies that market depth of high quality corporate
bonds is assessed based on the currency in which the obligation is denominated, rather than the
country where the obligation is located. When there is no deep market for high quality corporate
bonds in that currency, government bond rates must be used.

IAS 34 Interim Financial Reporting: The amendment clarifies that the required interim
disclosures must either be in the interim financial statements or incorporated by cross-reference
between the interim financial statements and wherever they are included within the greater
interim financial report (e.g., in the management commentary or risk report). The Board specified
that the other information within the interim financial report must be available to users on the
same terms as the interim financial statements and at the same time. If users do not have access to
the other information in this manner, then the interim financial report is incomplete.

d) Standards and Interpretations that are issued but have not yet come into effect

Standards issued but not yet effective up to the date of issuance of the Group and Bank’s consolidated and
separate financial statements are listed below. This listing is of standards and interpretations issued,
which the Group and Bank reasonably expects to be applicable at a future date. The Group and Bank
intends to adopt those standards when they become effective.

The Group and Bank is in progress of assessing the impact of the adoption of these standards,
amendments to the existing standards and interpretations on the consolidated and separate financial
statements of the Group and Bank in the period of initial application.

IFRS 9 Financial Instruments: Classification and Measurement
The standard is effective for annual periods beginning on or after 1 January 2018, with early
application permitted. The final version of IFRS 9 Financial Instruments reflects all phases of the
financial instruments project and replaces IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 9. The standard introduces new requirements for
classification and measurement, impairment, and hedge accounting.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation (continued)

d) Standards and Interpretations that are issued but have not yet come into effect (continued)

IFRS 15 Revenue from Contracts with Customers

The standard is effective for annual periods beginning on or after 1 January 2018. IFRS 15 establishes
a five-step model that will apply to revenue earned from a contract with a customer (with limited
exceptions), regardless of the type of revenue transaction or the industry. The standard’s requirements
will also apply to the recognition and measurement of gains and losses on the sale of some non-
financial assets that are not an output of the entity’s ordinary activities (e.g., sales of property, plant
and equipment or intangibles). Extensive disclosures will be required, including disaggregation of
total revenue; information about performance obligations; changes in contract asset and liability
account balances between periods and key judgments and estimates.

IFRS 15: Revenue from Contracts with Customers (Clarifications)

The Clarifications apply for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The objective of the Clarifications is to clarify the IASB’s intentions when
developing the requirements in IFRS 15 Revenue from Contracts with Customers, particularly the
accounting of identifying performance obligations amending the wording of the ‘“separately
identifiable” principle, of principal versus agent considerations including the assessment of whether
an entity is a principal or an agent as well as applications of control principle and of licensing
providing additional guidance for accounting of intellectual property and royalties. The Clarifications
also provide additional practical expedients for entities that either apply IFRS 15 fully retrospectively
or that elect to apply the modified retrospective approach. These Clarifications have not yet been
endorsed by the EU.

IFRS 16: Leases

The standard is effective for annual periods beginning on or after 1 January 2019. IFRS 16 sets out
the principles for the recognition, measurement, presentation and disclosure of leases for both parties
to a contract, i.e. the customer (‘lessee”) and the supplier (‘lessor’). The new standard requires lessees
to recognize most leases on their financial statements. Lessees will have a single accounting model
for all leases, with certain exemptions. Lessor accounting is substantially unchanged. The standard
has not been yet endorsed by the EU.

Amendment in IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures: Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments address an acknowledged inconsistency between the requirements in IFRS 10 and
those in IAS 28, in dealing with the sale or contribution of assets between an investor and its
associate or joint venture. The main consequence of the amendments is that a full gain or loss is
recognized when a transaction involves a business (whether it is housed in a subsidiary or not). A
partial gain or loss is recognized when a transaction involves assets that do not constitute a business,
even if these assets are housed in a subsidiary. In December 2015 the IASB postponed the effective
date of this amendment indefinitely pending the outcome of its research project on the equity method
of accounting. The amendments have not yet been endorsed by the EU.

IAS 12: Recognition of Deferred Tax Assets for Unrealized Losses (Amendments)

The Amendments become effective for annual periods beginning on or after 1 January 2017 with
earlier application permitted. The objective of the Amendments is to clarify the requirements of
deferred tax assets for unrealized losses in order to address diversity in practice in the application of
IAS 12 Income Taxes. The specific issues where diversity in practice existed relate to the existence of
a deductible temporary difference upon a decrease in fair value, to recovering an asset for more than

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation (continued)
d) Standards and Interpretations that are issued but have not yet come into effect (continued)

its carrying amount, to probable future taxable profit and to combined versus separate assessment.
These amendments have not yet been endorsed by the EU.

e |AS 7: Disclosure Initiative (Amendments)

The Amendments are effective for annual periods beginning on or after 1 January 2017 with earlier
application permitted. The objective of the Amendments is to provide disclosures that enable users of
financial statements to evaluate changes in liabilities arising from financing activities, including both
changes arising from cash flows and non-cash changes. The Amendments specify that one way to
fulfil the disclosure requirement is by providing a tabular reconciliation between the opening and
closing balances in the statement of financial position for liabilities arising from financing activities,
including changes from financing cash flows, changes arising from obtaining or losing control of
subsidiaries or other businesses, the effect of changes in foreign exchange rates, changes in fair
values and other changes. These Amendments have not yet been endorsed by the EU.

o |FRS 2: Classification and Measurement of Share based Payment Transactions (Amendments)
The Amendments are effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The Amendments provide requirements on the accounting for the effects of
vesting and non-vesting conditions on the measurement of cash-settled share-based payments, for
share-based payment transactions with a net settlement feature for withholding tax obligations and for
modifications to the terms and conditions of a share-based payment that changes the classification of
the transaction from cash-settled to equity-settled. These Amendments have not yet been endorsed by
the EU.

e IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
(Amendments)
The Amendments are effective for annual periods beginning on or after 1 January 2018. The
amendments address concerns arising from implementing the new financial instruments Standard,
IFRS 9, before implementing the new insurance contracts standard that the Board is developing to
replace IFRS 4. The amendments introduce two options for entities issuing insurance contracts: a
temporary exemption from applying IFRS 9 and an overlay approach, which would permit entities
that issue contracts within the scope of IFRS 4 to reclassify, from profit or loss to other
comprehensive income, some of the income or expenses arising from designated financial assets.
These Amendments have not yet been endorsed by the EU.

o |AS 40: Transfers to Investment Property (Amendments)

The Amendments are effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The Amendments clarify when an entity should transfer property, including
property under construction or development into, or out of investment property. The Amendments
state that a change in use occurs when the property meets, or ceases to meet, the definition of
investment property and there is evidence of the change in use. A mere change in management’s
intentions for the use of a property does not provide evidence of a change in use. These Amendments
have not yet been endorsed by the EU.

o |FRIC 22 Interpretation: Foreign Currency Transactions and Advance Consideration
The Interpretation is effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The Interpretation clarifies the accounting for transactions that include the
receipt or payment of advance consideration in a foreign currency. The Interpretation covers foreign
currency transactions when an entity recognizes a non-monetary asset or a hon-monetary liability
arising from the payment or receipt of advance consideration before the entity recognizes the related

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation (continued)
d) Standards and Interpretations that are issued but have not yet come into effect (continued)

asset, expense or income. The Interpretation states that the date of the transaction, for the purpose of
determining the exchange rate, is the date of initial recognition of the non-monetary prepayment asset
or deferred income liability. If there are multiple payments or receipts in advance, then the entity
must determine a date of the transactions for each payment or receipt of advance consideration. This
Interpretation has not yet been endorsed by the EU.

e The IASB has issued the Annual Improvements to IFRSs 2014 — 2016 Cycle, which is a collection
of amendments to IFRSs. The amendments are effective for annual periods beginning on or after 1
January 2017 for IFRS 12 Disclosure of Interests in Other Entities and on or after 1 January 2018 for
IFRS 1 First-time Adoption of International Financial Reporting Standards and for IAS 28
Investments in Associates and Joint Ventures. Earlier application is permitted for IAS 28 Investments
in Associates and Joint Ventures. These annual improvements have not yet been endorsed by the EU.

e IFRS 1 First-time Adoption of International Financial Reporting Standards: This
improvement deletes the short-term exemptions regarding disclosures about financial
instruments, employee benefits and investment entities, applicable for first time adopters.

e IAS 28 Investments in Associates and Joint Ventures: The amendments clarify that the
election to measure at fair value through profit or loss an investment in an associate or a joint
venture that is held by an entity that is venture capital organization, or other qualifying entity, is
available for each investment in an associate or joint venture on an investment-by-investment
basis, upon initial recognition.

e IFRS 12 Disclosure of Interests in Other Entities: The amendments clarify that the disclosure
requirements in IFRS 12, other than those of summarized financial information for subsidiaries,
joint ventures and associates, apply to an entity’s interest in a subsidiary, a joint venture or an
associate that is classified as held for sale, as held for distribution, or as discontinued operations
in accordance with IFRS 5.

e) Significant accounting judgments and estimates

In the process of applying the Group and Bank’s accounting policies, management is required to use its
judgments and make estimates in determining the amounts recognized in the consolidated and separate
financial statements. The most significant use of judgments and estimates are as follows:

Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded on the statement of financial
position cannot be derived from active markets, they are determined using a variety of valuation
techniques that include the use of mathematical models. The inputs to these models are derived from
observable market data where possible, but where observable market data are not available, judgment is
required to establish fair values. The judgments include considerations of liquidity and model inputs such
as volatility for longer dated derivatives and discount rates, prepayment rates and default rate assumptions
for asset backed securities. The valuation of financial instruments is described in more detail in Note 43.

Impairment losses on loans and receivables

The Group and Bank reviews its loans and advances at each reporting date to assess whether there is any
objective evidence of impairment and an allowance should be recorded in the income statement. When
determining the level of allowance required, estimations regarding the amount and timing of future
expected cash flows are made, based on assumptions about a number of factors; the actual outcome could
differ, resulting in future changes to the allowance.

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation (continued)

e) Significant accounting judgments and estimates (continued)

The main considerations for the loan impairment assessment include whether any payments of principal
or interest are overdue by more than 90 days, whether a severe alteration in the counterparty’s financial
standing is observed, entailing a high probability that the debtor will not be able to fully meet its credit
obligations, whether concessions in the form of restructuring were consented by the Group and Bank
under the circumstances of financial hardship experienced by the debtor, whether legal procedures were
initiated or the debtor was transferred to specialized recovery structures (regardless of the number of days
past due).

For individually significant loans and advances, the Group and Bank identifies and quantifies the
expected future cash flows to be used for a total or partial reimbursement of the obligations, based on the
capacity of the client/business to generate revenues, proceeds resulting from sale of collaterals and other
clearly identified sources of repayment. The individual assessment threshold is defined in between 500 -
1,500 thousands EUR, depending on the client type and customers’ management departments.

The remaining loans and advances classified as impaired are grouped based on similar credit risk
characteristics (debtor segmentation, product type, impairment trigger, delinquency) and a collectively
estimated impairment allowance is computed against these exposures. The estimated loss rates,
determined at the level of each sub-portfolio, are based on statistical observations and expertly adjusted,
in order to reflect the perspectives of the recovery process and of the business environment.

The Group and Bank also books provisions for assets without objective evidence of impairment
(“incurred but not reported losses”). The collective assessment takes into account the depreciation that is
likely to affect the portfolio, determined based on statistically assessed probabilities of default and loss
given default rates. The probability of default is estimated as an average of the default rates observed on a
relevant time horizon, in order to reflect current context, while the loss given default corresponds to the
newly defaulted clients.

The methodology and assumptions used for estimating the provisioning parameters for collectively
assessed impaired financial assets, as well as for assets without objective evidence of impairment are
periodically reviewed in order to reduce the potential gaps between estimated losses and observed losses
during a certain period of time. The level of provisions is back-tested at least annually, by means of
statistical analysis.

Law no 77/2016 on in-kind payment of loan debts entered into force starting May 13, 2016. According
this Law the clients may give the real-estate property brought as collateral to the Bank and in return the
loan debt is erased. The loans affected by the provisions of this regulation are loans covered by real estate
collateral with an initial amount below 250 thousands EUR and outside Prima Casa governmental
program.

The bank initially considered the level of uncertainty regarding the impact of the law on its financial
position and performance as significant, given (i) the short period of time elapsed from entering into force
to the end of the reporting period, (i) the numerous factors that may affect clients’ behavior: clients’
situation (with/without financial difficulties) and capacity to refinance, type of collateral (primary or
secondary residence, plot of land), Loan-to-Value, real estate market situation and expected future
evolution of the market, etc.

The accompanying notes are an integral part of these financial statements
15



BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

2. Basis of preparation (continued)

e) Significant accounting judgments and estimates (continued)

In October 2016, the Constitutional Court rendered its decision regarding the constitutionality of this law
in the following main terms: (i) real estate assets devaluation cannot be solely invoked (ii) only the
hardship principles can be applied, therefore significantly narrowing down its scope to clients facing
repayment difficulties for their housing (main residence) loans. In January 2017, the motivation of this
judgement was made public, confirming in essence the October 2016 decision while introducing 3 new
elements : (i) social utility (when restructuring or terminating a PiK loan), (ii) good faith of PiK loan
clients and (iii) real estate asset devaluation as a contributor a to hardship.

The Bank properly assesses the counterparties for which notifications are received and the necessary
level of provision is booked by considering the related collaterals. For the remaining portfolio which
would be eligible under this law an appropriate collective provision was computed and accounted for.

Impairment of goodwill

The Group and Bank determines whether the goodwill is impaired at least on an annual basis. This
requires an estimation of the value in use of the cash-generating units to which the goodwill is allocated.
Estimating the value in use requires the Group and Bank to make an estimate of the expected future cash
flows from the cash generating unit and also to choose a suitable discount rate in order to calculate the
present value of those cash flows.

The carrying amount of goodwill as of December 31, 2016 was 50,130 (December 31, 2015: 50,130).
Retirement benefits

The cost of the defined benefit retirement plan is determined using an actuarial valuation. The actuarial
valuation involves making assumptions about discount rates, expected rates of return on assets, future
salary increases and mortality rates. Due to the long term nature of these plans, such estimates are subject
to significant uncertainty. The assumptions are described in Note 21.

Provisions for other risks and charges

The Bank operates in a regulatory and legal environment that, by nature has a heightened element of
litigation risk inherent to its operations and, as a result it is involved in various litigations or is subject to
various obligations arising from legislation in force.

When the Bank can reliably measure the outflow of economic benefits in relation to a specific case and
considers such outflows to be probable, the Bank records a provision against the case, as mentioned in
this note. Where the probability of outflow is considered to be remote, or probable, but a reliable estimate
cannot be made, a contingent liability is disclosed.

Generally, the first step is to establish the existence of the present obligation followed by the estimation
of the amount needed to settle that obligation taking into account a number of factors including legal
advice, the stage of the matter and historical evidence from similar incidents. Significant judgment is
required to conclude on these estimates.

In case of litigations:

i. For a single individual litigation the Bank assess whether there is more likely than not to have
an unfavourable court decision considering the factors mentioned above; then it estimates the amount at
risk; in case there are several scenarios possible with different outcomes, the amount at risk is the
weighted average of the amounts at risk for each scenario using the probability distribution for all
scenarios (100% is allocated to the possible scenarios) and provisions 100% of the estimated amount;

The accompanying notes are an integral part of these financial statements
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2. Basis of preparation (continued)
e) Significant accounting judgments and estimates (continued)

ii. For multiple litigations, the assessment of “more likely than not” could be substantiated for the
entire population using statistics and provision computation to be made at pool level.

In case of obligations arising from various legislation, the bank assesses first if there is no realistic
alternative of settling that obligation, and if not, it estimates the amount needed to settle that obligation
(using similar approach as above) and books provisions representing 100% of the estimated amount.

f) Segment information

A segment is a component of the Group and Bank:

- That engages in business activity from which it may earn revenues and incur expenses (including
revenues and expenses relating to transactions with other components of the same entity);

- Whose operating results are regularly reviewed by the chief operating decision maker to make
decisions about resources to be allocated to the segment and assess its performance, and,;

- For which distinct financial information is available;

The Group and Bank’s segment reporting is based on the following segments: Retail including
Individuals and Small Business, Non-retail including Small and medium enterprises (“SMEs”) and Large
corporate and Corporate Center including: treasury activities, ALM and other categories unallocated to
the business lines mentioned above (fixed assets, taxes, equity investments, etc).

3. Summary of significant accounting policies
a) Foreign currency translation

Transactions in foreign currencies are initially recorded using the functional currency rate ruling on the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated
at the functional currency rate of exchange ruling at the statement of financial position date. All
differences are taken to the profit and loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as of the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined.

The exchange rates of the currencies with the most significant impact on the Group and Bank’s
consolidated and separate financial statements as of December 31, 2016 and 2015 were as follows:

December 31, 2016 December 31, 2015
RON/ EUR 45411 45245
RON/ USD 4.3033 41477

b) Cash and cash equivalents

For the purpose of the cash flow statements, cash and cash equivalents comprise cash in hand, current
accounts and short-term placements at other banks, excluding amounts in transit and loans to banks, with
less than 90 days maturity from the date of acquistion. The Group and Bank did not include in cash and
cash equivalents the amounts representing minimum compulsory reserve held at National Bank of
Romania.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
c) Current accounts and deposits with banks

Current accounts and deposits with banks are initially measured at fair value and subsequently measured
at amortized cost.

d) Loans and advances to customers

Loans and advances to customers originated by the Group and Bank by providing money directly to the
borrower are recognized when the cash is advanced to those parties. They are measured initially at fair
value including arrangement costs. Loans and advances to customers are subsequently measured at
amortized cost using the effective interest rate method, less allowance for impairment.

If there is objective evidence that the Group and Bank will not be able to collect all amounts due
(principal and interest) according to the original contractual terms of the loan, such loans are considered
impaired. The amount of the impairment is the difference between the carrying amount and the
recoverable amount of each loan, being the present value of expected cash flows discounted at the loan’s
effective interest rate including the amounts expected to be recovered from collateral, if the loan is
collateralized and foreclosure is probable.

Impairment and recoverability are assessed, measured and recognized individually for loans and
receivables that are individually significant, and on a portfolio basis for impaired loans and receivables
that are not individually significant. Loans and receivables for which an objective evidence of impairment
was not identified, regardless the loans are individually significant or not, are included in a portfolio for
collective impairment assessment. The carrying amount of the asset is reduced to its estimated
recoverable amount either directly or through the use of an allowance account. The loss amount is
recognised into profit and loss. If the amount of the impairment subsequently decreases due to an event
occurring after the impairment, the release of the allowance is credited to the income statement.

A write-off is performed when the entire loan is deemed uncollectible (very high uncertainty regarding
recoverable amount and timeframe).

Write-off is not conditioned by the closure of the legal procedures, nor does it imply the forfeit of the
bank’s claims to the receivables/financial asset. A write-off is performed only where the chances of
recoveries are remote

The Bank performs permanent write offs in several situations, such as

- Financial assets are considered immaterial, thus do not justify the initiation of the recovery
process

- The collaterals which cover the receivables have a recovery value deemed immaterial and no
other recovery sources could be identified

- Exhaustion of all legal means or end of the statute of limitation period for enforcement rights, etc.

Any subsequent recoveries of previously written-off loans and receivables are recognized as income.
e) Restructured loans

Where possible, the Group and Bank seeks to restructure loans with the purpose of facilitating the
recovery of the receivables from client facing financial difficulties, rather than to take possession of
collateral. This may involve extending the payment arrangements and the agreement of new loan
conditions. Once the terms have been renegotiated the loan is no longer considered past due, but will be
considered as impaired since, in the absence of such an operation, the client would have been unable to
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3. Summary of significant accounting policies (continued)
e) Restructured loans (continued)

make repayments according to the original reimbursement schedule. Management continuously reviews
restructured loans to ensure that all criteria are met and that future payments are likely to occur. The loans
continue to be subject to an individual or collective impairment assessment.

f) Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on the
use of a specific asset or assets and the arrangement conveys a right to use the asset.

Group as a lessor

Finance leases are those which transfer to the lessee substantially all the risks and benefits incidental to
ownership of the leased item and are recognized as assets at the inception of the lease at the fair value of
the leased property or, if lower, at the present value of the minimum lease payments. Lease payments are
allocated both to the principal and the interest income on a pattern reflecting a constant periodic rate of
return on the lessor's net investment outstanding in respect of the finance lease.

Leases where the Group retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Lease income from operating leases is recognized in income on a straight-
line basis over the lease term.

Group as a lessee

Leases which do not transfer to the Bank substantially all the risks and benefits incidental to ownership of
the leased items are operating leases. Operating lease payments are recognized as an expense in the
income statement on a straight line basis over the lease term. Rents payable are recognized as an expense
in the period in which they are incurred.

g) Investment in associates

An associate is an enterprise in which the Group and Bank exercises significant influence and is neither a
subsidiary nor a joint venture. Associates are accounted using the equity method for consolidation
purposes and cost method for separate financial statements.

Under the equity method, an investment in an associate is carried in the statement of financial position at
cost plus post-acquisition changes in the Group and Bank’s share of net assets of the associate. Goodwill
relating to an associate is included in the carrying amount of the investment and is not amortized. The
Group and Bank does an assessment of any additional impairment loss with respect to the net investment
in associate.

The income statement reflects the share of the results of operations of associates. Where there has been a
change recognized directly in the equity of the associate, the Group recognizes its share of any changes
and discloses this, when applicable, in the statement of changes in equity.

The reporting dates of associates and the Group are identical and the associates’ major accounting
policies conform to those used by the Group for like transactions and similar events in similar
circumstances.
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3. Summary of significant accounting policies (continued)
h) Investments and other financial assets classified as available for sale

Available-for-sale financial assets are those non-derivative financial assets that are designated as
available for sale or are not classified as : (a) loans and receivables, (b) held-to-maturity investments or
(c) financial assets at fair value through profit or loss.

Available for sale financial assets are recognized initially at fair value plus directly attributable
transaction costs.

All regular way purchases and sales of financial assets are recognized on the settlement date. Fair value
movements between trade date and settlement date are recognized in other comprehensive income.
Regular way purchases or sales are purchases or sales of financial assets that require delivery within the
period generally established by regulation or convention in the marketplace.

After initial recognition available-for sale financial assets are measured at fair value with gains or losses
being recognized as other comprehensive income in the available for sale reserve until the investment is
derecognized or until the investment is determined to be impaired at which time the cumulative gain or
loss previously reported in the available for sale reserve is included in the income statement. The fair
value of investments that are actively traded in organized financial markets is determined by reference to
guoted market bid prices at the close of business on the statement of financial position date.

If an available-for sale asset carried at fair value is impaired, an amount comprising the difference
between its cost and its current fair value less any impairment loss previously recognized in profit or loss
is transferred from available for sale reserve to income statement.

When the Group and Bank identifies a significant or prolonged decline in the fair value of an investment
in an equity instrument below its cost, it considers that this is also objective evidence of impairment.

The Group and Bank consider as objective evidence of impairment exists when the decline in fair value is
higher than 15% per year for two consecutive financial. Impairement reversals in respect of equity
instruments classified as available-for sale are not recognized in income statement.

In the case of debt instruments classified as available for sale, the impairment is assessed based on the
same criteria as financial assets carried at amortized cost. However, the amount recorded for impairment
is the cumulative loss measured as the difference between the amortized cost and the current fair value,
less any impairment loss on that investment previously recognized in the statement of profit or loss.

If the fair value cannot be reliably determined by reference to an active market, the bank uses valuation
techniques with reference to observable market inputs.

i) Tangible assets

The cost of tangible asset is recognized as an asset if, and only if: (a) it is probable that future economic
benefits associated with the item will flow to the Group; and (b) the cost of the item can be measured
reliably.

Buildings and other tangible assets are stated at cost less accumulated depreciation and any impairment
loss.

In accordance with IAS 29 “Reporting in Hyperinflationary Economies”, tangible assets have been
restated, as appropriate, by applying the change in the consumer price index from the date of acquisition
through December 31, 2003.
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3. Summary of significant accounting policies (continued)
i) Tangible assets (continued)

Depreciation is computed on a straight-line basis over the estimated useful life of the asset, as stated
below:

Asset type Years
Buildings and special constructions 10-40
Computers and equipment 3-5
Furniture and other equipment 15
Vehicles 5

Land is not depreciated. Construction-in-progress is not depreciated until used. Expenses for repairs and
maintenance are charged to operating expenses as incurred. Subsequent expenditure on property and
equipment is recognized as an asset under the same general recognition principle used at initial
recognition.

The carrying values of tangible assets are reviewed for impairment at each statement of financial position
date or whenever events or changes in circumstances indicate the carrying value may not be recoverable.
Where the carrying amount of a tangible asset is greater than the estimated recoverable amount, it is
written down to its recoverable amount. Tangible assets are derecognized upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss arising on de-recognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the
asset) is included in the income statement in the year the asset is derecognized.

J) Investment properties

Assets are classified as investment property if the property (land or a building—or part of a building—or
both) is held (by the Bank or Group as owner) to earn rentals or for capital appreciation or both, rather
than for: (a) use in the production or for administrative purposes; or (b) sale in the ordinary course of
business.

Investment properties are measured initially at cost including transaction costs. Subsequent to initial
recognition, investment properties are carried at cost less any accumulated depreciation and any
accumulated impairment losses.

Investment properties are derecognized when either they have been disposed off or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal.
Any gains or losses on the retirement or disposal of an investment property are recognized in the income
statement in the year of retirement or disposal.

Transfers are made to investment property when and only when, there is a change in use, evidenced by
ending of owner-occupation, commencement of an operating lease to another party, or ending of
construction or development. Transfers are made from investment property when and only when, there is
a change in use evidenced by commencement of owner-occupation or commencement of development
with a view to sale.

The depreciation of buildings included in investment properties is computed using the linear method over
the useful lives as presented in note 3. i).

The accompanying notes are an integral part of these financial statements
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as of and for the year ended December 31, 2016
(Amounts in thousands RON)

3. Summary of significant accounting policies (continued)
k) Non-current assets held for sale

Non-current assets for which the carrying amount is estimated to be recovered principally through a sale
transaction rather than continuing use are classified as held for sale.

Assets held for sale are initially and subsequently measured at the lower of the carrying amount and the
fair value at the date of the measurement. For any decrease of the fair value below the carrying amount,
impairment is recognised into profit and loss accounts. The increase of the fair value of a held for sale
asset is accounted for as an impairment release. Fair value increase is recognised up to the level of the
initial carrying amount of the asset.

On the period an asset is classified as held for sale no depreciation charged is recognised. An assets that
ceases to be classified as held for sale is measured at the lower of the carrying amount before the asset
was classified as held for sale adjusted by the depreciation that would have been recognised had the asset
was not classified as held for sale and its recoverable amount.

) Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of
the business combination over the Group and Bank's interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities. Following initial recognition, goodwill is measured at cost less any
accumulated impairment losses.

Goodwill is reviewed for impairment at each reporting date or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. Impairment is determined by assessing
the recoverable amount of the cash-generating unit, to which the goodwill relates. Where the recoverable
amount of cash-generating unit is less than the carrying amount, an impairment loss is recognized.

m) Intangible assets

Intangible assets are measured initially at cost. Following initial recognition intangible assets are carried
at cost less any accumulated amortization and any accumulated impairment losses.

All intangible assets of the Group and Bank carried as of December 31, 2016 and 2015 have finite useful
lives and are amortized on a straight-line basis over the estimated useful life of up to 5 years. The
amortization period and the amortization method are reviewed at least at each financial year end.

At each statement of financial position date or whenever events or changes in circumstances indicate the
carrying value may not be recoverable, intangibles are reviewed for impairment. Where the carrying
amount of an asset is greater than the estimated recoverable amount, it is written down to its recoverable
amount by recognising impairment.

n) Derivative financial instruments

The Group and Bank uses derivative financial instruments such as forward currency contracts, currency
swaps, currency options, swaps and cross currency swaps on interest rate, as products offered to its clients
but also to hedge its risks associated with interest rate, liquidity and exchange rate. Such derivative
financial instruments are initially recognized at fair value on the date on which a derivative contract is
entered into and are subsequently re-measured at fair value.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
n) Derivative financial instruments (continued)

Derivatives are carried as assets when their fair value is positive and as liabilities when fair value is
negative. Any gains or losses arising from changes in fair value of derivatives that are not designated as
hedge accounting instruments are taken directly to profit or loss for the year.

The fair value of forward currency contracts is calculated by reference to current forward exchange rates
for contracts with similar maturity profiles. The fair value of interest swap contracts is determined by
reference to market values of similar instruments.

The Group and Bank designates certain derivatives held for risk management as hedging instruments in
gualifying accounting hedging relationships. The Group and Bank formally documents the relationship
between the hedging instruments and hedged item, including the risk management objective and strategy
in undertaking the hedge, together with the method that will be used to assess the effectiveness of the
hedging relationship.

The Group and Bank makes an assessment, both at the inception of the hedge relationship as well as on
an ongoing basis, as to whether the hedging instruments are expected to be highly effective in offsetting
the changes in the fair value during the period for which the hedge is designated. The actual results of the
hedge as recommended by IAS 39 should be in the range of 80-125 percent, but the Group and Bank uses
a more prudent approach and the range considered is 88-114 percent.

The Group and Bank uses fair value hedges. When a derivative is designated as the hedging instrument in
a hedge of the change in fair value of a recognized asset or liability or a firm commitment that could
affect profit or loss, changes in the fair value of the derivative are recognized immediately in profit and
loss together with changes in the fair value of the hedged item that are attributable to the hedged risk.

If the hedging derivative expires or is sold, terminated or exercised, or the hedge no longer meets criteria
for fair value hedge accounting, or the hedge designation is revoked, then hedge accounting is
discontinued prospectively. Any adjustment up to that point to a hedged item for which the effective
interest method is used, is amortised to profit or loss as part of the recalculated effective interest rate of
the item over its remaining life.

0) Borrowings
Borrowings are initially recognized at the fair value of the consideration received less directly attributable
transaction costs. Subsequently borrowings are stated at amortized cost using the effective interest rate

method.

Gains and losses are recognized in net profit or loss when the liabilities are derecognized as well as
through the amortization process.

p) Offsetting of financial assets and liabilities
Financial assets and liabilities are offset and the net amount reported in the statement of financial position

when there is a legally enforceable right to set off the recognized amounts and there is an intention to
settle or realize on a net basis.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
g) Sale and repurchase agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) continue
to be recognized in the statement of financial position as securities and are measured in accordance with
the applicable accounting policies. The liability for amounts received under these agreements is included
in customers’ or interbank deposits. The difference between sale and repurchase price is treated as interest
expense using the effective yield method. Assets acquired with a corresponding commitment to resell at a
specified future date (reverse repos) are recorded as loans and advances.

r) Customers’ deposits and current accounts

Customers’ current accounts and other deposits are initially recognised at fair value and subsequently
measured at amortized cost using the effective interest rate method.

s) De-recognition of financial assets and liabilities
Financial assets

A financial asset is derecognized where:

- The rights to receive cash flows from the assets have expired;

- The Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay
them in full without material delay to a third party under a “pass-through” arrangement; or

- The Group has transferred its rights to receive cash flows from the asset and either a) has transferred
substantially all the risks and rewards of the asset, or b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expires. Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially changed, such an exchange or
modification is treated as a de-recognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts are recognized in profit or loss.

t) Recognition of income and expenses

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group
and the benefits can be reliably measured. The following specific recognition criteria must also be met
before revenue is recognized:

Interest and similar income

For all financial instruments measured at amortized cost and interest bearing financial instruments
classified as available-for-sale, interest income or expense is recorded at the effective interest rate, which
is the rate that exactly discounts estimated future cash payments or receipts through the expected life of
the financial instrument or a shorter period, where appropriate, to the net carrying amount of the financial
asset or financial liability. The calculation takes into account all contractual terms of the financial
instrument and includes any origination fees and incremental costs that are directly attributable to the
instrument and are an integral part of the effective interest rate. The adjusted carrying amount is
calculated based on the original effective interest rate and the change in carrying amount is recorded as
interest income or expense.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
t) Recognition of income and expenses (continued)

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to
an impairment loss, interest income continues to be recognized using the original effective interest rate
applied to the new carrying amount.

Fee and commission income

The Group and Bank earns fee and commission income from a diverse range of services it provides to its
customers. Fee income can be divided into the following two categories:

(i) Fee income earned from services that are provided over a certain period of time

Fees earned for the provision of services over a period of time are accrued over that period. These fees
include asset management, custody and other management and advisory fees.

(i) Fee income from providing transaction services

Fees arising from negotiating or participating in the negotiation of a transaction for a third party — such as
the arrangement of the acquisition of shares or other securities or the purchase or sale of businesses — are
recognized on completion of the underlying transaction. Fees or components of fees that are linked to a
certain performance are recognized after fulfilling the corresponding criteria.

Levies

IFRIC 21 “Levies” clarifies the accounting for a liability to pay a levy. For an entity, the obligating event
that gives rise to a liability to pay a levy is the activity that triggers the payment of the levy, as identified
by the legislation. The liability to pay a levy is recognised progressively if the obligating event occurs
over a period of time. Furthermore, if an obligation to pay a levy is triggered when a minimum activity
threshold is reached, the corresponding liability is recognised when that minimum activity threshold is
reached.

The main related taxes which fall under the provisions of IFRIC 21 are as follows:

- The Bank annual contribution to Deposit Guarantee Scheme is fully recognised in the income statement
at 1st January of the year in which the payment is made.

- The Bank annual contribution to the Single Resolution Fund, is fully recognised in the income statement
at 1st January of the year in which the payment is made.

Dividend income
Revenue is recognized when the Group and Bank ’s right to receive the payment is established.

Net trading income
Net trading income comprises gains less losses related to trading assets and liabilities and includes all
realised and unrealised fair value changes, interest, dividends and foreign exchange differences.

u) Employee benefits
Short-term employee benefits:

Short-term employee benefits include wages, salaries and social security contributions. Short-term
employee benefits are recognized as expense when services are rendered.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
u) Employee benefits (continued)

Social Security Contributions:

The Group and its subsidiaries as well as its employees are legally obliged to make contributions
described in the financial statements as social security contributions to the National Pension Fund,
managed by the Romanian State Social Security (a defined contribution plan financed on a pay-as-you-go
basis). The Group and Bank has no legal or constructive obligation to pay future benefits. Its only
obligation is to pay the contributions as they fall due. If the members of the Romanian State Social
Security plan cease to be employed by either the Group or its subsidiary, there will be no obligation on
the Group to pay the benefits earned by these employees in previous years. The Group and Bank’s
contributions are included in salaries and related expenses.

Post-employment benefits:

The Group and Bank has a contractual obligation to pay to retiring employees a benefit calculated taking
into account the salary at the date of retirement and the number of years served by the individual. The
cost of providing benefits under defined benefit plans is estimated annually using the projected unit credit
actuarial valuation method and is recognized to the income statement on an accruals basis.

Differences arising from changes in calculation assumptions (early retirements, discount rates, etc.) or
differences between actuarial assumptions and real performance are recognized as actuarial gains and
losses.

Actuarial gains and losses, excluding amounts expensed as net interest on the net defined benefit liability
are components used to re-measure the net defined benefit liability. These components are immediately
and fully recognised as unrealised gains and losses and presented under Reserves from defined pension
plan. These items are subsequently never reclassified in income statement but transferred to retain
earnings.

Where a new or amended plan comes into force, the past service cost is immediately recognized in profit
or loss.

An annual charge is recorded under Personnel expenses for defined benefit plans, consisting of:
- the additional entitlements vested by each employee (current service cost);
- past service cost resulting from a plan amendment or a curtailment;
- the financial expense resulting from the discount rate (net interest on the net defined benefit
liability);
- the settlement of plans.

Share—based payment transactions:

Employees (including senior executives) of the Group and Bank receive remuneration in the form of SG
share—based payment transactions, whereby employees render services as consideration for equity
instruments (‘equity—settled transactions”) and Group Societe Generale attains certain ratios.

The cost of equity—settled transactions is recognized, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions are fulfilled, ending on the date on
which the relevant employees become fully entitled to the award (‘the vesting date”’).

The cumulative expense recognized for equity—settled transactions at each reporting date until the vesting
date reflects the extent to which the vesting period has expired and the Group and Bank ’s best estimate of
the number of equity instruments that will ultimately vest. The income statement expense for a period is
recorded in “Personnel expenses” and represents the movement in cumulative expense recognized as at
the beginning and end of that period.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
u) Employee benefits (continued)

Where the terms of an equity—settled award are modified, the minimum expense recognized in “Personnel
expenses” is the expense as if the terms had not been modified. An additional expense is recognized for
any modification which increases the total fair value of the share—based payment arrangement, or is
otherwise beneficial to the employee as measured at the date of modification.

Where an equity—settled award is cancelled, it is treated as if it had vested on the date of cancellation, and
any expense not yet recognized for the award is recognized immediately. This includes any award where
non-vesting conditions within the control of either the entity or the counterparty are not met. However, if
a new award is substituted for the cancelled award, and designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

Other benefits
The Bank also grants to all employees having a seniority in the Bank higher than 3 years as at January 1,
2014, an annual contribution to the pension fund in total amount of EUR 200 /year/employee.

v) Taxation

The current tax is the amount of income taxes payable in respect of the taxable profit, computed in
accordance with Romanian tax rules and accrued for in the period to which it relates.

Deferred income tax liabilities are recognized for all taxable temporary differences between the tax bases
of assets and liabilities and their carrying amounts at the statement of financial position date for financial
reporting purposes, which will result in taxable amounts in future periods.

Deferred income tax assets are recognized for all deductible temporary differences and carry-forward of
unutilized tax losses to the extent that it is probable that taxable profit will be available, against which the
deductible temporary differences and carry forward of unused tax losses can be utilized. Deferred income
tax assets and liabilities are measured at the amount that is expected to be paid to or recovered from the
tax authorities after taking into account the tax rates and legislation that have been enacted or
substantially enacted until the statement of financial position date.

Current and deferred tax assets and liabilities are offset when they arise from the same tax reporting entity
and relate to the same tax authority and when the legal right to offset exists.Income tax relating to items
recognized directly in equity is recognized in equity and not in the income statement.

w) Provisions

Provisions are recognized when the Group and Bank has a present obligation (legal or constructive), as a
result of a past event, it is probable that an outflow of embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the increase
in the provision due to the passage of time is recognized as borrowing cost.

The accompanying notes are an integral part of these financial statements
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3. Summary of significant accounting policies (continued)
x) Contingencies

Contingent liabilities are not recognized in the financial statements but they are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.

A contingent asset is not recognized in the financial statements but disclosed when an inflow of economic
benefits is probable.

y) Earnings per share

Basic earnings per share are calculated by dividing net profit/ (loss) for the reporting period attributable to
ordinary equity holders of the parent by the weighted average number of shares outstanding during the
year. As of December 31, 2016 and 2015 there were no dilutive equity instruments issued by the Group
and Bank.

z) Dividends on ordinary shares

Dividends on ordinary shares are recognized as a liability and deducted from equity when they are
approved by the Group and Bank’s shareholders.

aa) Related parties

Parties are considered related with the Group and Bank when one party, either through ownership,
contractual rights, family relationship or otherwise, has the ability to directly or indirectly control or
significantly influence the other party in making financial and operating decisions.

Related party transaction represents a transfer of resources or obligations between related parties,
regardless of whether a price is charged.

bb) Subsequent events

Post - balance sheet events that provide additional information about the Group and Bank’s position at the
statement of financial position (adjusting events), or those that indicate that the going concern assumption
is not appropriate are reflected in the financial statements. Post-balance sheet events that are not adjusting
events are disclosed in the notes when significant.

cc) Financial guarantees

In the ordinary course of business, the Group and Bank gives financial guarantees, consisting of letters of
credit, guarantees and acceptances and performance guarantees.

Financial guarantees are initially recognized in the financial statements at fair value, in ‘Other liabilities’,
being the premium received. Subsequent to initial recognition, the Group and Bank’s liability under each
guarantee is measured at the higher of the amortized premium and the best estimate of expenditure
required settling any financial obligation arising as a result of the guarantee.

Any increase in the liability relating to financial guarantees is taken to the income statement in ‘Credit
loss expense’. The premium received is recognized in the income statement in ‘Net fees and commission
income’ on a straight line basis over the life of the guarantee.

The accompanying notes are an integral part of these financial statements
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4. Segment information

The segments used for management purposes are based on customer type and size, products and services
offered as follows:

In Retail (Individuals & Small Business) category the following customer’s segments are identified:

¢ Individuals — the Bank provides individual customers with a range of banking products such as:
saving and deposits taking, consumer and housing loans, overdrafts, credit card facilities, funds
transfer and payment facilities, etc.

e Small business — business entities with annual turnover lower than EUR 1 million and having an
aggregated exposure at group level less than EUR 0.3 million. Standardised range of banking
products is offered to small companies and professional: saving and deposits taking, loans and
other credit facilities, etc.

Retail customers include clients with similar characteristics in terms of financing needs, complexity of the
activity performed and size of business for which a range of banking products and services with medium
to low complexity is provided.

In Non —Retail category the following customer’s segments are identified:

e Small and medium enterprises (companies with annual turnover between EUR 1 million and EUR
50 million and the aggregated exposure at group level higher than EUR 0.3 million);

e Large corporate (corporate banking and companies with annual turnover higher than 50 million
EUR, municipalities, public sector and other financial institutions).

The Bank provides these customers with a range of banking products and services, including saving and
deposits taking, loans and other credit facilities, transfers and payment services, provides cash-
management, investment advices, securities business, project and structured finance transaction,
syndicated loans and asset backed transactions.

The Corporate Center includes: treasury activities, ALM and other categories unallocated to Retail and
Non-Retail business lines.

The Executive Committee monitors the activity of each segment separately for the purpose of making
decisions about resource allocation and performance assessment.

The accompanying notes are an integral part of these financial statements
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(Amounts in thousands RON)

Segment information (continued)

Group
2016 2015
Total Retail Non retail Corporate Total Retail Non retail Corporate
Center Center
Total assets 51,881,492 19,243,053 9,259,169 23,379,270 50,178,610 18,207,851 9,082,974 22,887,785
Loans and advances to customers, net
& Finance lease receivables 28,502,222 19,243,053 9,259,169 - 27,290,825 18,207,851 9,082,974 -
Other assets 23,379,270 - - 23,379,270 22,887,785 - - 22,887,785
Total liabilities 51,881,492 26,020,524 16,172,225 9,688,743 50,178,610 23,649,283 17,529,391 8,999,936
Due to customers 42,192,749 26,020,524 16,172,225 - 41,178,674 23,649,283 17,529,391 -
Other liabilities 9,688,743 - - 9,688,743 8,999,936 - - 8,999,936
Bank
2016 2015
Total Retail Non retail Corporate Total Retail Non retail Corporate Center
Center
Total assets 50,657,583 18,699,395 8,684,715 23,273,473 49,192,866 17,751,211 8,625,214 22,816,441
Loans and advances to customers, net
& Finance lease receivables 27,384,110 18,699,395 8,684,715 26,376,425 17,751,211 8,625,214 -
Other assets 23,273,473 - - 23,273,473 22,816,441 - 22,816,441
Total liabilities 50,657,583 26,020,524 16,270,214 8,366,845 49,192,866 23,649,283 17,622,590 7,920,993
Due to customers 42,290,738 26,020,524 16,270,214 41,271,873 23,649,283 17,622,590 -
Other liabilities 8,366,845 - - 8,366,845 7,920,993 - 7,920,993

The accompanying notes are an integral part of these financial statements
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4. Segment information (continued)

Group
2016 2015

Total Retail Non retail Corporate Total Retail Non retail Corporate

Center Center

Net interest income 1,586,470 1,027,355 446,449 112,666 1,516,051 963,169 476,285 76,597
Fees and commissions, net 772,666 585,543 188,631 (1,508) 749,641 541,121 213,889 (5,369)
Total non-interest income 418,513 104,559 90,357 223,597 329,535 104,924 92,093 132,518
Operating income 2777649 1,717,457 725,437 334,755 2,595,227 1,609,214 782,267 203,746
Total operating expenses (1,387,572) (989,438) (380,373) (17,761) (1,385,297) (978,095) (393,078) (14,124)
Cost of risk (483,508) (272,899) (20,955) (189,654) (658,214) (176,628)  (495,592) 14,006
Profit before income tax 906,569 455,120 324,109 127,340 551,716 454,491 (106,403) 203,628
Total income tax (143,070) (72,424) (53,198)  (17,448) (84,480) (69,962) 17,442 (31,960)
Profit for the period 763,499 382,696 270,911 109,892 467,236 384,529 (88,961) 171,668
Cost Income Ratio 50.0% 57.6% 52.4% 5.3% 53.4% 60.8% 50.2% 6.9%

The accompanying notes are an integral part of these financial statements
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4. Segment information (continued)

Bank
2016 2015
Total Retail Non retail Corporate Total Retail Non retail Corporate
Center Center

Net interest income 1,481,496 954,111 414,727 112,658 1,422,253 896,244 449,408 76,601
Fees and commissions, net 737,021 557,611 180,949 (1,539) 718,232 515,231 207,751 (4,751)
Total non-interest income 415,655 103,043 88,663 223,949 333,097 103,899 93,224 135,974
Operating income 2,634,172 1,614,765 684,339 335,068 2473582 1,515,374 750,384 207,824
Total operating expenses (1,309,677) (930,206) (361,745) (17,726) (1,309,517) (920,149) (375,135) (14,233)
Cost of risk (461,176) (252,800) (18,758) (189,618) (631,149) (152,368) (492,729) 13,948
Profit before income tax 863,319 431,759 303,836 127,724 532,916 442 857 (117,480) 207,539
Total income tax (135,038) (68,209) (48,000) (18,829) (87,494) (67,822) 17,992 (37,664)
Profit for the period 728,281 363,550 255,836 108,895 445422 375,035 (99,488) 169,875
Cost Income Ratio 49.7% 57.6% 52.9% 5.3% 52.9% 60.7% 50.0% 6.8%

The accompanying notes are an integral part of these financial statements
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

5. Cashin hand

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Cash in vaults 1,403,967 918,297 1,403,944 918,275
Cash in ATM 396,562 421,305 396,562 421,305
Total 1,800,529 1,339,602 1,800,506 1,339,580
6. Due from Central Bank
Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Current accounts 3,839,460 4,280,319 3,839,460 4,280,319
Deposits 1,500,000 3,200,000 1,500,000 3,200,000
Total 5,339,460 7,480,319 5,339,460 7,480,319

The Group and Bank decreased the deposits with the Central Bank according to the National Bank of
Romania decision to reduce the rates for minimum obligatory reserves
for foreign currency from 14% as of December 2015 to 10% as of December 2016.

7. Due from banks

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

Deposits at Romanian banks 267,047 281,233 267,047 281,233
Deposits at foreign banks 658,318 1,543,544 632,186 1,517,420
Current accounts at Romanian banks 808 840 3 2
Current accounts at foreign banks 597,248 489,183 597,248 489,182
Reverse repo 474,849 - 474,849 -
Total 1,998,271 2,314,800 1,971,333 2,287,837

As of December 31, 2016 amounts due from banks include exposures to SG Group amounting 225,926 at
Group level (December 31, 2015 exposures of 233,658) and 199,795 at Bank level (December 31, 2015

exposures of 207,534).

The accompanying notes are an integral part of these financial statements
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8. Derivatives and other financial instruments held for trading

Group
December 31,2016
Assets Liabilities Notional
Interest rate swaps 197,954 43,094 3,102,359
Currency swaps 30,124 18,456 2,642,290
Forward foreign exchange contracts 18,664 28,077 1,398,477
Options 65,522 65,835 4,720,439
Total derivative financial instruments 312,264 155,462 11,863,565
Trading treasury notes 891,018 55,570 896,754
Total 1,203,282 211,032 12,760,319
December 31, 2015
Assets Liabilities Notional
Interest rate swaps 169,662 47,080 3,932,869
Currency swaps 15,302 27,517 4,340,395
Forward foreign exchange contracts 14,074 6,332 1,431,335
Options 71,669 72,281 5,216,567
Total derivative financial instruments 270,706 153,210 14,921,166
Trading treasury notes 947,406 - 882,033
Total 1,218,112 153,210 15,803,199
Bank
December 31, 2016
Assets Liabilities Notional
Interest rate swaps 197,954 43,094 3,102,359
Currency swaps 30,141 18,490 2,647,302
Forward foreign exchange contracts 18,664 28,077 1,398,477
Options 65,522 65,835 4,720,439
Total derivative financial instruments 312,281 155,496 11,868,577
Trading treasury notes 891,018 55,570 896,754
Total 1,203,299 211,066 12,765,331
December 31, 2015
Assets Liabilities Notional
Interest rate swaps 169,662 47,080 3,932,869
Currency swaps 15,323 27,524 4,360,855
Forward foreign exchange contracts 14,074 6,332 1,431,335
Options 71,669 72,281 5,216,565
Total derivative financial instruments 270,727 153,217 14,941,624
Trading treasury notes 947,406 - 882,033
Total 1,218,133 153,217 15,823,657

The Group and Bank received cash collateral from the parent for derivatives transactions in amount of
124,484 (December 31, 2015: 88,392).

The Group applied also hedge accounting (fair value hedge) and as at December 31, 2016 has one
hedging instrument.

The accompanying notes are an integral part of these financial statements
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8. Derivatives and other financial instruments held for trading (continued)

On September 30, 2013, the Bank initiated a macro fair value hedge of interest rate risk associated with
the current accounts, using several interest rate swaps (pay variable, receive fixed). The change in the fair
value of the macro fair value hedge swaps offsets the change in the fair value of the hedged portion of the
current accounts. The hedged item is represented by the portion of the current accounts portfolio equal to
the swaps nominal of 104.18 million EUR with a fixed interest rate of 1.058%. The remaining period for
the hedging instrument is of 4.2 years.

The hedging relationship was effective throughout the reporting period.
The fair value of hedging instrument for Group and Bank was the following:

December 31,2016
Assets Liabilities Notional
Interest rate swaps 13,610 - 473,092

31 decembrie 2015
Assets Liabilities Notional
Interest rate swaps 15,583 - 565,653

In 2016 the Group recognised a total loss of RON 1,994 resulting from the hedging instrument (2015:
RON 2,960 gain) and a gain of RON 850 resulting from the hedged item (2015: RON 1,538 loss).

Forwards
Forward contracts are contractual agreements to buy or sell a specified financial instrument at a specific
price and date in the future. Forwards are customised contracts transacted in the over-the-counter market.

Swaps

Swaps are contractual agreements between two parties to exchange streams of payments over time based
on specified notional amounts, in relation to movements in a specified underlying index such as an
interest rate, foreign currency rate or equity index.

Interest rate swaps relate to contracts concluded by the Group with other financial institutions in which
the Group either receives or pays a floating rate of interest in return for paying or receiving, respectively,
a fixed rate of interest. The payment flows are usually netted against each other, with the difference being
paid by one party to the other.

In a currency swap, the Group pays a specified amount in one currency and receives a specified amount in
another currency. Currency swaps are mostly gross—settled.

Options

Options are contractual agreements that convey the right, but not the obligation, for the purchaser either
to buy or sell a specific amount of a financial instrument at a fixed price, either at a fixed future date or at
any time within a specified period.

The Bank purchases and sells options in the over-the-counter markets. Options purchased by the Bank
provide the Bank with the opportunity to purchase (call options) or sell (put options) the underlying asset
at an agreed-upon value either on or before the expiration of the option.

The Bank is exposed to credit risk on purchased options only to the extent of their carrying amount,
which is their fair value.

The accompanying notes are an integral part of these financial statements
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8. Derivatives and other financial instruments held for trading (continued)

Options written by the Bank provide the purchaser the opportunity to purchase from or sell to the Bank
the underlying asset at an agreed-upon value either on or before the expiration of the option. The options
are kept in order to neutralize the customer deals.

Trading treasury notes are treasury discount notes and coupon bonds held for trading purposes. All the
treasury notes are issued by the Romanian Government in RON, EUR and USD.

9. Loans and advances to customers

Group Bank
December 31,2016 December 31,2015 December 31,2016 December 31,2015
Loans, gross 31414527 30,744,036 30,885,456 30,312,244
Loans impairment (3,575,822) (4,002,565) (3,501,346) (3,935,819)
Total 27,838,705 26,741,471 27,384,110 26,376,425

During 2016 the Group and Bank reclassified the municipal bonds (Timis Council and Bucharest
Municipality) from financial assets available for sale (December 31, 2015: 272,040) to “loans and
advances to customers” and measures them at amortised cost, amounting 263,728 at December 31, 2016.
The reclassification was made based on the Group’s and Bank’s intention and capacity to keep these
instruments till maturity in order to benefit only from principal and interest. This reclassification is
prospective.

The loans structure is the following:

Group Bank
December 31, 2016 December 31, 2015 December 31, 2016 December 31, 2015

Working capital loans 4,686,250 5,422,564 4,686,250 5,422,564
Loans for equipment " 4,944,079 4,987,421 4,888,549 4,976,371
Trade activities financing 472,395 494,488 472,395 494,488
Acquisition of real estate, including mortgage for

individuals 10,331,907 9,481,552 10,331,907 9,481,552
Consumer loans " 8,450,809 8,406,899 7,977,268 7,986,156
Other 2,529,087 1,951,113 2,529,087 1,951,113
Total 31,414,527 30,744,037 30,885,456 30,312,244

As of December 31, 2016, balances relating to factoring, both for Group and Bank, amount to 462,208
(December 31, 2015: 465,394) and those relating to discounting 10,147 (December 31, 2015: 29,005).

As of December 31, 2016 the amortized cost of loans granted to the 20 largest corporate clients of the
Group and Bank (groups of connected borrowers) amounts to 1,883,730 (December 31, 2015: 1,584,361),
while the value of letters of guarantee and letters of credit issued in favour of these clients amounts for the
Group and Bank to 5,042,356 (December 31, 2015: 4,430,510).

The accompanying notes are an integral part of these financial statements
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9. Loans and advances to customers (continued)
Impairment allowance for loans

Group

Specific impairment

Collective impairment

Specific impairment

Bank

Collective impairment

Retail lending  Corporate lending Retail&Corporate Retail lending  Corporate lending  Retail&Corporate
Balance as of December 31, 2014 1,309,965 3,031,993 183,814 1,249,592 3,031,993 183,814
Increases due to amounts set aside for
estimated loan losses during the period 599,560 2,133,706 172,714 580,111 2,133,706 164,927
Decreases due to amounts reversed for
estimated loan losses during the period (505,317) (1,742,471) (75,790) (505,009) (1,742,471) (75,790)
Decreases due to amounts taken against
allowances (472,704) (662,681) - (452,149) (662,681) -
Foreign exchange losses 16,572 12,661 543 16,572 12,661 543
Balance as of December 31,2015 948,076 2,773,208 281,281 889,117 2,773,208 273,494
Increases due to amounts set aside for
estimated loan losses during the period 570,228 1,197,475 316,497 553,322 1,197,475 314,005
Decreases due to amounts reversed for
estimated loan losses during the period (371,004) (1,156,118) (120,231) (371,002) (1,156,118) (120,231)
Decreases due to amounts taken against
allowances (342,210) (530,880) - (330,545) (530,880) -
Foreign exchange (gain) / losses (2,467) 9,866 2,101 (2,467) 9,866 2,101
Balance as of December 31, 2016 802,623 2,293,551 479,648 738,425 2,293,551 469,369
Impaired loans

Group Bank
December 31, 2016 December 31, 2015 December 31,2016 December 31,2015

Impaired loans 90 days past due and more 2,722,628 3,653,911 2,647,139 3,585,793
Provisions for impaired loans 90 days past due and
more (2,289,199) (2,944,371) (2,225,001) (2,889,408)
Impaired loans less than 90 days past due 1,306,115 1,583,449 1,306,115 1,583,449
Provisions for impaired loans less than 90 days
past due (806,977) (772,918) (806,977) (772,918)
Net impaired loans 932,567 1,520,071 921,276 1,506,916

The value of loans individually determined to be impaired for the Group is 4,028,744 (December 31,

2015: 5,237,360), while for the Bank is 3,953,253 (December 31, 2015: 5,169,242).

BRD Group reduced the non-performing loans ratio mainly as a result of write-offs and sales of non-

performing loans.

The accompanying notes are an integral part of these financial statements
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10. Lease receivables

The Group acts as a lessor through the subsidiary BRD Sogelease IFN SA having in the portfolio
vehicles, equipment (industrial, agricultural) and real estate. The leases are denominated mainly in EUR
and RON, with transfer of ownership of the leased asset at the end of the lease term. The receivables are
secured by the underlying assets and by other collateral. The payment timing analysis of lease receivables

is as follows:

Group

Gross investment in finance lease:

December 31, 2016

December 31, 2015

Under 1 year 278,738 263,013
Between 1and 5 years 533,031 413,252
Higher than 5 years 16,614 29,862
828,383 706,127
Unearned finance income (65,947) (57,772)
Net investment in finance lease 762,436 648,355
Net investment in finance lease:
Under 1 year 249,208 237,230
Between 1 and 5 years 497,698 383,097
Higher than 5 years 15,530 28,029
762,436 648,355

December 31, 2016

December 31, 2015

Net investment in the lease 762,436 648,355

Accumulated allowance for uncollectible

minimum lease payments receivable (98,919) (99,001)
663,517 549,354

Total

The guarantees relating to finance lease receivables individually determined to be impaired as at
December 31, 2016 amounts to 59,957 (December 31, 2015: 68,806). The amounts are capped to the
gross exposure level. The value of finance lease receivables individually determined to be impaired is

108,994 (December 31, 2015: 115,143).

As at December 31, 2016 and December 31, 2015, the future minimum lease receipts regarding operating
leases (rents) concluded by the Group and Bank as a lessor are:

Group Bank
December 31, 2016 December 31, 2015 December 31, 2016 December 31, 2015
Less than one year 1,800 1,497 1,800 1,497
Between one and five years 5,490 3,657 5,490 3,657
More than five years 6,351 4,112 6,351 4,112
13,641 9,266 13,641 9,266

The accompanying notes are an integral part of these financial statements
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11. Financial assets available for sale

Treasury notes
Equity investments
Other securities
Total

Treasury notes

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
11,517,101 8,772,381 11,517,101 8,772,381
26,279 89,821 26,279 89,821
66,475 346,757 41,620 328,717
11,609,855 9,208,959 11,585,000 9,190,919

Treasury notes consist of treasury discount notes and coupon bonds issued by the Ministry of Public
Finance, rated as BBB- by Standard&Poors. As of December 31, 2016 no treasury notes have been
pledged for repo transactions (as of December 31, 2015 treasury notes amounting 74,033 have been

pledged for repo transactions).

Equity investments

Other equity investments represent shares in Romanian Commodities Exchange, Bucharest Clearing
House (the former Romanian Securities Clearing and Depository Company), Depozitarul Central S.A.
(Shareholders’ Register for the National Securities Commission), Fondul Roman de Garantare a
Creditelor pentru Intreprinzatorii Privati SA, Romanian Clearing House (SC Casa Romana de
Compensatie SA), Investor Compensating Fund (Fondul de Compensare a Investitorilor), TransFond,
Societe Generale European Business Services SA, Bucharest Stock Exchange, Visa Inc.

Other securities

The Group holds funds units in:

Group
December 31, 2016 Unit value No of units Market
value
BRD Simfonia 40 534,231 21,238
BRD Obligatiuni 165 21,980 3,617
BRD Diverso 156 150,878 23,581
BRD Actiuni 152 101,798 15,483
BRD Index 129 19,794 2,556
Total 828,681 66,475
Group
December 31, 2015 Unit value No of units Market
value
BRD Simfonia 39 297,743 11,586
BRD Obligatiuni 161 77,544 12,506
BRD Diverso 152 175,730 26,764
BRD Actiuni 144 116,238 16,724
BRD Index 126 21,794 2,748
BRD Eurofond 596 3,900 2,323
BRD USD Fond 414 5,000 2,068
Total 697,949 74,719

The accompanying notes are an integral part of these financial statements
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11. Financial assets available for sale (continued)

The Bank holds fund units in:

Bank
December 31, 2016 Unit value No of units Market value
BRD Diverso 156 150,878 23,581
BRD Actiuni 152 101,798 15,483
BRD Index 129 19,794 2,556
Total 272,470 41,620

Bank
December 31, 2015 Unit value No of units Market value
BRD Obligatiuni 161 64,753 10,443
BRD Diverso 152 175,730 26,764
BRD Actiuni 144 116,238 16,724
BRD Index 126 21,794 2,748
Total 378,515 56,679

During 2016 the Group and Bank reclassified the municipal bonds (Timis Council and Bucharest

Municipality) from financial assets available for sale (December 31, 2015: 272,040)

to “loans and

advances to customers” and measures them at amortised cost, amounting 263,728 at December 31, 2016.

Please see note 9.

The accompanying notes are an integral part of these financial statements

40



BRD — Groupe Société Générale S.A.

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016

(Amounts in thousands RON)

12. Investments in subsidiaries and associates

Group
. Increase /
Additions/ .
Associates % December 31, 2015 e (decrease) in net December 31, 2016
Reclassifications
assets
ALD Automotive 20.00% 17,550 - 1,171) 16,379
Mobiasbanca Groupe Societe Generale S.A. 20.00% 49,595 - 7,198 56,793
BRD Asigurari de Viata SA 49.00% 27,613 3,124 30,737
Fondul de Garantare a Creditului Rural 33.33% 15,717 - 953 16,670
Biroul de Credit S.A. 16.38% 3,272 219 3,491
BRD Fond de Pensii S.A. 49.00% 6,298 1,470 467 8,236
BRD Sogelease Asset Rental SRL 20.00% 1,742 - 24 1,766
121,787 1,470 10,814 134,072
Group
. Increase /
Associates % December 31, 2014 Additions/ (decrease) innet  December 31, 2015
Reclassifications
assets
ALD Automotive 20.00% 17,449 - 101 17,550
Mobiasbanca Groupe Societe Generale S.A. 20.00% 46,391 - 3,204 49,595
BRD Asigurari de Viata SA 49.00% 27,942 (329) 27,613
Fondul de Garantare a Creditului Rural 33.33% 16,164 - (447) 15,717
Biroul de Credit S.A. 16.03% 3,189 67 16 3,272
BRD Fond de Pensii S.A. 49.00% 6,905 - (607) 6,298
BRD Sogelease Asset Rental SRL 20.00% 1,691 - 51 1,742
119,731 67 1,989 121,787

The accompanying notes are an integral part of these financial statements
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12. Investments in subsidiaries and associates (continued)

Bank

% December 31, 2015 Additions/ December 31, 2016

Reclassifications

ALD Automotive 20.00% 11,873 - 11,873
Mobiasbanca Groupe Societe Generale S.A. 20.00% 29,017 - 29,017
BRD Asigurari de Viata SA 49.00% 17,697 - 17,697
Fondul de Garantare a Creditului Rural 33.33% 14,220 - 14,220
Biroul de Credit S.A. 16.38% 729 729
BRD Fond de Pensii S.A. 49.00% 14,690 1,470 16,160
Associates 88,226 1,470 89,696
BRD Sogelease IFN SA 99.98% 11,558 - 11,558
BRD Finance Credite de Consum IFN SA 49.00% 53,019 - 53,019
BRD Asset Management SAl SA 99.98% 4,321 - 4,321
BRD Corporate Finance SRL 100.00% 403 - 403
Subsdiaries 69,301 - 69,301
Total associates and subsidiaries 157,527 1,470 158,997

The accompanying notes are an integral part of these financial statements
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12. Investments in subsidiaries and associates (continued)

Bank

% December 31, 2014 Additions/ December 31, 2015

Reclassifications
ALD Automotive 20.00% 11,873 - 11,873
Mobiasbanca Groupe Societe Generale S.A. 20.00% 29,017 - 29,017
BRD Asigurari de Viata SA 49.00% 17,697 - 17,697
Fondul de Garantare a Creditului Rural 33.33% 14,220 - 14,220
Biroul de Credit S.A. 16.03% 662 67 729
BRD Fond de Pensii S.A. 49.00% 14,690 - 14,690
BRD Sogelease Asset Rental SRL 20.00% -
88,159 67 88,226

Associates
BRD Sogelease IFN SA 99.98% 11,558 - 11,558
BRD Finance Credite de Consum IFN SA 49.00% 53,019 - 53,019
BRD Asset Management SAI SA 99.98% 4,321 - 4,321
BRD Corporate Finance SRL 100.00% 403 - 403
Subsdiaries 69,301 - 69,301
Total associates and subsidiaries 157,460 67 157,527

The accompanying notes are an integral part of these financial statements
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12. Investments in subsidiaries and associates (continued)

The subsidiaries and associate summary of financial position and income statement as at December 31, 2016 are as follows:

Non-current

Non-current Current
Subsidiaries % Current assets assets Net assets % of net assets Total assets liabilities
BRD Sogelease IFN SA 99.98% 397,498 494,005 206,456 n/a 891,503 268,667
BRD Finance Credite de Consum IFN SA 49.00% 41,658 509,953 99,956 n/a 551,611 309,250
BRD Asset Management SAI SA 99.98% 28,617 151 26,926 nla 28,768 1,842
Associate
ALD Automotive 20.00% 32,121 367,923 81,895 16,379 400,044 129,558
Mobiasbanca Groupe Societe Generale SA. 20.00% 1,393,004 566,720 283,974 56,795 " 1,959,724 1,577,015
BRD Asigurari de Viata SA 49.00% 181,035 57,404 62,730 30,738 238,439 77,849
Fondul de Garantare a Creditului Rural 33.33% 724,282 - 50,004 16,667 724,282 51,558
Biroul de Credit SA. 16.38% 14,171 7,467 21,322 3,492 21,638 316
BRD Fond de Pensii SA. 49.00% 14,816 6,277 16,807 8,236 21,093 4,286
BRD Sogelease Asset Rental SRL 20.00% 14,473 101,797 8,828 1,766 116,270 4,828

The information as at December 31, 2016 regarding subsidiaries and associates are preliminary and not audited.

liabilities
416,380
142,406

188,592
98,735
97,860

622,720

102,614

Total

liabilities

685,047
451,656
1,841

318,149
1,675,750
175,709
674,278
316
4,286
107,442

Revenue

40,369
69,514
14,084

242,055
135,795
124,728
25,746
13,900
14,026
29,580

Net profit/(loss)
15,322

11,705

8,564

21,143
66,191
15,928
3,834
6,280
322

(1,112)

The accompanying notes are an integral part of these financial statements
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Cost:

as of December 31, 2014
Additions

Transfers

Transfers into/from inventory
Disposals

as of December 31, 2015
Additions

Transfers

Disposals

as of December 31, 2016

Depreciation and impairment:

as of December 31, 2014
Depreciation

Impairment

Disposals

Transfers

Transfers into/from inventory
as of December 31, 2015
Depreciation

Impairment

Disposals

as of December 31, 2016

Net book value:

as of December 31, 2014
as of December 31, 2015
as of December 31, 2016

13. Properties, plant and equipment and Investment properties

Group
Land & Investment Office Materials and Construction Total
Buildings properties egquipments other assets in progress
1,310,667 39,300 262,294 532,925 20,227 2,165,413
3,684 1,281 1,395 7,506 49,616 63,482
30,358 (14,561) 23,394 13,449 (53,331) (691)
(7,125) 5,922 (0) 0 6 (1,197)
(10,969) (2,661) (22,537) (23,390) - (59,557)
1,326,615 29,281 264,546 530,490 16,518 2,167,450
1,108 - 64 6,624 76,750 84,546
6,572 - 20,736 22,862 (50,158) 12
(6,275) - (47,193) (32,121) (7,637) (93,226)
1,328,020 29,281 238,153 527,855 35,473 2,158,782
(596,303) (18,926) (213,156) (431,343) - (1,259,728)
(46,338) (1,576) (22,033) (26,198) - (96,145)
925 - - (253) - 672
8,973 2,661 22,807 20,810 - 55,251
(8,591) 7,961 - 603 - 27)
3,192 (4,068) - - - (876)
(638,142) (13,948) (212,382) (436,381) - (1,300,853)
(45,301) (1,391) (21,680) (22,243) - (90,615)
(4,488) - - 184 - (4,304)
4,786 - 48,623 31,107 - 84,516
(683,145) (15,339) (185,439) (427,333) - (1,311,256)
714,364 20,374 49,138 101,582 20,227 905,685
688,473 15,333 52,164 94,109 16,518 866,597
644,875 13,942 52,714 100,522 35,473 847,526

The accompanying notes are an integral part of these financial statements
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13. Properties, plant and equipment and Investment properties (continued)

Bank
Land & Investment Office Materials and Construction Total
Buildings properties equipments other assets in progress
Cost:
as of December 31, 2014 1,300,890 39,300 251,522 531,207 20,226 2,143,145
Additions 3,319 1,284 1,205 7,515 49,617 62,942
Transfers 30,358 (14,561) 23,394 13,449 (53,331) (690)
Transfers into/from inventory (7,125) 5,922 0) 0 6 (1,197)
Disposals (10,926) (2,660) (21,919) (22,414) - (57,920)
as of December 31, 2015 1,316,516 29,285 254,202 529,757 16,518 2,146,278
Additions 1,106 - 39 6,541 76,750 84,436
Transfers 6,572 - 20,736 22,862 (50,158) 11
Disposals (6,275) - (47,675) (32,055) (7,637) (93,642)
as of December 31, 2016 1,317,919 29,285 227,302 527,103 35,473 2,137,082
Depreciation and impairment:
as of December 31, 2014 (592,481) (18,926) (203,484) (429,934) - (1,244,825)
Depreciation (46,123) (1,576) (21,480) (26,123) - (95,302)
Impairment 932 - - (251) - 681
Disposals 8,960 2,661 21,605 19,820 - 53,046
Transfers (8,591) 7,961 - 608 - (22)
Transfers into/from inventory 3,177 (4,068) - - - (891)
as of December 31, 2015 (634,126) (13,948) (203,359) (435,880) - (1,287,313)
Depreciation (45,061) (1,391) (21,029) (22,170) - (89,651)
Impairment (4,488) - - 184 - (4,304)
Disposals 4,786 - 47,670 31,069 - 83,525
as of December 31, 2016 (678,889) (15,339) (176,718) (426,797) - (1,297,743)
Net book value:
as of December 31, 2014 708,409 20,374 48,038 101,273 20,226 898,320
as of December 31, 2015 682,390 15,337 50,843 93,877 16,518 858,965
as of December 31, 2016 639,030 13,946 50,584 100,306 35,473 839,339

The Group and Bank holds investment property as a consequence of the ongoing rationalisation of its retail branch network. Investment properties
comprise a number of commercial properties that are leased to third parties. The investment properties have a fair value of 14,780 as at December 31, 2016
(December 31, 2015: 15,807). The fair value has been determined based on a valuation by an independent valuer in 2016. Rental income from investment
property of 1,876 (December 31, 2015: 1,875) has been recognised in other income.

The accompanying notes are an integral part of these financial statements
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14. Goodwill

Goodwill represents the excess of the acquisition cost over the fair value of net identifiable assets
transferred from Société Générale Bucharest to the Group in 1999.

Following the acquisition, the branch becomes the present Sucursala Mari Clienti Corporativi (“SMCC”)
— the branch dedicated to large significant clients, most of them taken over from the former Societe
Generale Bucharest.

As at December 31, 2016, the branch had a number of 4 116 active customers (2015: 4 020), with loans
representing 14% from total loans managed by the network (2015: 11%) and with deposits representing
about 17 % of networks’ deposits (2015: 20%).

Most of the SMCC non-retail clients are large multinational and national customers.

Taking into account the stable base of clients and the contribution to the bank’s net banking income, the
branch which generated the goodwill is considered profitable, without any need of impairment.

15. Intangible assets

The balance of the intangible assets as of December 31, 2016 and 2015 represents mainly software.

Group Bank

Cost:

as of December 31, 2014 336,678 309,949

Additions 35,216 32,027

Disposals (8,317) (7,800)

Transfers 691 691

as of December 31, 2015 364,268 334,867

Additions 42,485 41,706

Disposals 157 157

Transfers 11 (11)

as of December 31,2016 406,899 376,719

Amortization:

as of December 31, 2014 (251,452) (230,958)

Amortization expense (37,318) (34,649)

Disposals 7,119 6,954

as of December 31,2015 (281,651) (258,653)

Amortization expense (34,998) (31,996)

as of December 31, 2016 (316,649) (290,649)

Net book value:

as of December 31, 2014 85,226 78,991

as of December 31, 2015 82,617 76,214

as of December 31, 2016 90,250 86,070
16. Other assets

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

Advances to suppliers 49,224 32,161 - -
Sundry debtors 147,987 65,046 140,662 58,913
Prepaid expenses 23,367 23,578 20,344 21,011
Repossessed assets 11,301 10,757 8,806 8,122
Prepaid income tax - 43,051 - 42,790
Other assets 8,957 11,075 8,206 10,397
Total 240,836 185,668 178,018 141,233

The accompanying notes are an integral part of these financial statements
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16. Other assets (continued)

The sundry debtors balances is represented mainly by commissions, sundry receivables, dividends to be
received and are presented net of an impairment allowance, which at Group level is 81,307 (December

31, 2015: 60,810) and at Bank level is 66,075 (December 31, 2015: 47,510).

Also included in sundry debtors there is an amount of 43,108 (December 31, 2015: - ) paid to the fiscal
authorities following a tax inspection carried out in 2016; the amount is under litigation with the
authorities and the Bank estimates that is more likely than not that it will win the litigation.

As of December 31, 2016 the carrying value of repossessed assets for Group is 11,301 (December 31,
2015: 10,757). As of December 31, 2016 the carrying value of repossessed assets for Bank is 8,806
(December 31, 2015: 8,122), representing four residential buildings. (December 31, 2015: three

residential buildings).

17. Due to banks

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Demand deposits 379,295 522,759 379,295 522,759
Termdeposits 152,306 178,421 152,306 178,421
Due to banks 531,601 701,180 531,601 701,180
18. Due to customers
Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Demand deposits 24,284,279 22,115,228 24,325,745 22,161,073
Termdeposits 17,908,470 19,063,446 17,964,993 19,110,800
Due to customers 42,192,749 41,178,674 42,290,738 41,271,873

Term deposits refer to all deposits with initial maturities over 3 days.

During 2016 the Group and the Bank reclassified the deposit of Renault Finance S.A. Lausanne from
“Due to banks” to “Due to customers” (December 31, 2016: 80 million RON). The change has been

applied retrospectively for December 31, 2015 (80 million RON).

19. Borrowed funds

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Borrowings fromrelated parties 869,522 713,579 26,445 29,701
Borrowings from international financial institutions 231,354 383,048 111,324 315,170
Borrowings from other institutions 371 621 371 621
Other borrowings 311 2,545 311 2,545
Total 1,101,558 1,099,793 138,451 348,037

The maturity structure and the re-pricing gap of the borrowings are presented in note 41.
Other funds borrowed from related parties are senior unsecured and are used in the normal course of

business.

The accompanying notes are an integral part of these financial statements
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20. Taxation

Current income tax is calculated based on the taxable income as per the tax statement derived from the
stand alone accounts of each consolidated entity. As at December 31, 2016 the Group has a current tax
liability in total amount of 142,082 (December 31, 2015: 1,463).

The deferred tax liability/asset is reconciled as follows:

Group
December 31,2016

Consolidated Consolidated Income .
Temporary Statement of Consolidated OCI
. . . o Statement (Expense) /
differences Financial Position Income (Expense) / Income
Asset/ (Liability)
Deferred tax liability
Defined benefit obligation 5,762 922 - 3,255
Investments and other securities (333,836) (53,414) (171) 19,736
Total (328,074) (52,492) 171) 22,991
Deferred tax asset
Tangible and intangible assets 94,780 15,164 2,143 -
Provisions and other liabilities 635,481 101,677 20,731 -
Total 730,261 116,841 22,874 -
Taxable items 402,187
Deferred tax 64,349 22,703 22,991

The taxable item in amount of 64,349 represents a deferred tax asset of 65,060 and a deferred tax liability
of 710.

Bank
December 31, 2016

Individual Individual Income
Temporary Statement of Stat v ut - / Consolidated OCI
differences Financial Position a eme"r:cémepense) (Expense) / Income
Asset/ (Liability)
Deferred tax liability
Defined benefit obligation 5,762 922 - 3,255
Investments and other securities (329,401) (52,704) - 19,736
Total (323,639) (51,782) - 22,991
Deferred tax asset
Tangible and intangible assets 96,502 15,440 1,885 -
Provisions and other liabilities 610,392 97,663 20,860 -
Total 706,894 113,103 22,745 -
Taxable items 383,255
Deferred tax 61,321 22,745 22,991

The accompanying notes are an integral part of these financial statements
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20. Taxation (continued)

Group
December 31, 2015

Consolidated Consolidated Income
Temporary Statement of Consolidated OCI
Statement (Expense) /
differences Financial Position Income (BExpense) / Income
Asset / (Liability)
Deferred tax liability
Defined benefit obligation (14,587) (2,334) - (472)
Investments and other securities (456,115) (72,978) 4,427 (7,284)
Total (470,702) (75,312) 4,427 (7,756)
Deferred tax asset
Tangible and intangible assets 81,381 13,021 1,054 -
Fiscal loss - - (85,533) -
Provisions and other liabilities 505,914 80,945 20,899 -
Total 587,295 93,966 (63,580) -
Taxable items 116,593
Deferred tax 18,655 (59,153) (7,756)

The taxable item in amount of 18,655 represents a deferred tax asset of 19,194 and a deferred tax liability
of 539.

Bank
December 31, 2015

Individual L
Temporary Statement of Stl'ldeutalg come / Consolidated OCI
differences Financial Position a emelzn (Bxpense) (Expense) / Income
Asset/ (Liability) neome
Deferred tax liability
Defined benefit obligation (14,587) (2,334) - (472)
Investments and other securities (452,748) (72,440) - (7,284)
Total (467,335) (74,774) - (7,756)
Deferred tax asset
Tangible and intangible assets 84,720 13,555 84 -
Fiscal loss - - (85,533) -
Provisions and other liabilities 480,016 76,802 15,526 -
Total 564,736 90,358 (69,923)
Taxable items 97,401
Deferred tax 15,584 (69,923) (7,756)
Movement in deferred tax is as follows:
Group Bank
Deferred tax asset, net as of December 31, 2014 85,564 93,263
Deferred taxrecognized in other comprehensive income (7,756) (7,756)
Deferred taxrecognized in profit and loss (59,153) (69,923)
Deferredtax asset, net as of December 31,2015 18,655 15,584
Deferred taxrecognized in other comprehensive income 22,992 22,992
Deferred taxrecognized in profit and loss 22,703 22,745
Deferred tax asset, net as of December 31, 2016 64,350 61,321

The accompanying notes are an integral part of these financial statements
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20. Taxation (continued)

Reconciliation of total tax charge Group Bank
2016 2015 2016 2015

Profit before income tax 906,569 551,716 863,319 532,916

Income tax (16%) 145,051 88,275 138,131 85,267

Fiscal credit (15,912) (4,481) (15,784) (4,393)
Non-deductible elements 25,356 16,076 22,562 14,984

Non-taxable elements (11,425) (15,390) (9,871) (8,364)
Expense from income tax at effective tax rate 143,070 84,480 135,038 87,494

Effective taxrate 15.8% 15.3% 15.6% 16.4%

Recognition of deferred tax asset at Bank level of 19,194 is based on the management’s profit forecasts,
which indicates that it is probable that future tax profit will be available against which this asset can be
utilised.

21. Other liabilities

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015

Sundry creditors 364,716 295,870 296,541 222,391
Other payables to State budget 31,733 34,572 30,441 33,299
Deferred income 20,093 18,604 20,093 18,604
Payables to employees 147,011 113,378 140,706 107,752
Dividends payable - - - -
Financial guarantee and loan contracts provisions 444,888 306,248 474,031 338,848
Other provisions 19,486 17,636 16,608 16,475
Total 1,027,927 786,308 978,420 737,369

Sundry creditors are expected to be settled in no more than twelve months after the reporting period.

Payables to employees include, among other, gross bonuses, amounting to 50,323 (2015: 42,265) and
post-employment benefits amounting to 74,972 (2014: 52,218).

As at 31 December 2016 the Bank has maintained the same provision related to potential consumer
protection litigations amounting to 9,000 (December 31, 2015: 9,000). The Bank assessed the potential
impact of possible future law suits related to ongoing credit contracts taking into account a scenario of
significant growth in the number of litigations in the context of the excessive negative publicity for banks
and particular focus of ANPC on the relation between banks and individual customers. The accounted
provision reflects this evaluation of the Bank.

Post-employment benefit plan

This is a defined benefit plan under which the amount of benefit that an employee is entitled to receive on
retirement depends on years of service and salary. The plan covers substantially all the employees and the
benefits are not funded. A full actuarial valuation by a qualified independent actuary is carried out
annually.

Reserves from defined pension plan are in total amount of -4,650 as at December 31, 2016 (December
31, 2015: 12,442), during the year the Bank registered net loss on pension plan in total amount of 17,092
(December 31, 2015: gain 2,476).

The accompanying notes are an integral part of these financial statements
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21. Other liabilities (continued)

Expenses recognised in profit and loss

2016 2015
Total service cost 2,226 2,196
Interest cost on benefit obligation 1,022 877
Net benefit expense 3,248 3,073
Movement in defined benefits obligations
December 31, December 31,
2016 2015

Opening defined benefit obligation 52,218 52,715
Total service cost 2,226 2,196
Benefits paid (841) (623)
Interest cost on benefit obligation 1,022 877
Actuarial losses arising from changes in demographic assumptions 28,861 -
Actuarial (gains) arising from changes in financial assumptions (8,514) (2,947)
Closing defined benefit obligation 74,972 52,218
Main actuarial assumptions

December 31, December 31,

2016 2015

Discount rate 1.60% 2.00%
Inflation rate 1.75% 1.90%
Salary increase rate 3.00% 2.90%
Average remaining working period (years) 13.38 10.46

December 31, December 31,

2016 2015

BExperience adjustment 974 789
Change in assumptions (4,951) 2,158

Sensitivities on the defined benefit obligation

The results of any valuation depend upon the assumptions employed. Significant actuarial assumptions
for the determination of the defined obligation are discount rate and expected salary increase.
The sensitivity analyses below have been determined based on reasonably possible changes of the
respective assumptions occurring at the end of the reporting period, while holding all other assumptions
constant.
« If the discount rate used were 1% higher, then the defined benefit obligation would be lower by
about 15.48% meaning 63,366.
* If the discount rate used were 1% lower, then the defined benefit obligation would be higher by
about 19.38%. meaning 89,502.
» If the salary increase rate used were 1% higher, then the defined benefit obligation would be
higher by about 19.46% meaning 89,562.

The sensitivity analysis presented above may not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptions would occur in isolation of one another
as some of the assumptions may be correlated. Furthermore, in presenting the above sensitivity analysis,
the present value of the defined benefit obligation has been calculated using the projected unit credit
method at the end of the reporting period, which is the same as that applied in calculating the defined
benefit obligation liability recognised in the statement of financial position.

The eventual cost of providing the benefits depends on the actual future experience. Other factors such
as the number of new employees could also change the cost.

The accompanying notes are an integral part of these financial statements
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21. Other liabilities (continued)

Line Provisions includes provisions for litigations and provisions for other risk and charges. Expected
timing of outflow for litigations represents the completion of the dispute and it cannot be appreciated, the
final result depending on various factors. Based on the legal department analysis, the Group assessed the
mater and concluded that no additional litigation provision is necessary.

The movement in other provisions is as follows:

Group

Carrying value as of December 31,2014 38,113
Additional expenses 14,608
Reversals of provisions (35,085)
Carrying value as of December 31,2015 17,636
Additional expenses 6,825
Reversals of provisions (4,975
Carrying value as of December 31,2016 19,486
Bank

Carrying value as of December 31,2014 32,609
Additional expenses 12,498
Reversals of provisions (28,632)
Carrying value as of December 31,2015 16,475
Additional expenses 5,010
Reversals of provisions (4,877)
Carrying value as of December 31,2016 16,608

The increase in financial guarantee and loan contracts provisions is triggered by the mixed effect of new
default entries, 2015 closed facilities, new provision estimates for existing defaulters and increase of
default loss rates for clients provisioned inside homogenous groups.

The movement in financial guarantee and loan contracts provisions is as follows:

Group

Carrying value as of December 31,2014 198,658

Additional expenses 592,807

Reversals of provisions (489,405)
Foreign exchange losses 4,188

Carrying value as of December 31,2015 306,248

Additional expenses 554,188

Reversals of provisions (417,693)
Foreign exchange (gain) 2,145

Carrying value as of December 31, 2016 444,888

Bank

Carrying value as of December 31,2014 224,287

Additional expenses 599,778

Reversals of provisions (489,405)
Foreign exchange losses 4,188

Carrying value as of December 31,2015 338,848

Additional expenses 550,731

Reversals of provisions (417,693)
Foreign exchange (gain) 2,145
Carrying value as of December 31,2016 474,031

The accompanying notes are an integral part of these financial statements
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22. Share capital

The nominal share capital, as registered with the Registry of Commerce is 696,901 (2015: 696,901).
Included in the share capital there is an amount of 1,818,721 (2015: 1,818,721) representing hyper
inflation restatement surplus.

Share capital as of December 31, 2016 represents 696,901,518 (2015: 696,901,518) authorized common
shares, issued and fully paid. The nominal value of each share is RON 1 (2015: RON 1).
During 2016 and 2015, the Bank did not buy back any of its own shares.

23. Interest and similar income

Group Bank
2016 2015 2016 2015
Interest on loans 1,506,460 1,636,060 1,389,680 1,526,079
Interest on deposit with banks 12,825 13,391 11,328 11,896
Interest on available for sale 281,765 284,129 281,765 284,129
Interest from hedging instruments 6,457 6,122 6,457 6,122
Total 1,807,507 1,939,702 1,689,231 1,828,226

The interest income on loans includes the accrued interest on net (after impairment allowance) impaired
loans in amount of 127,479 for Group and 115,815 for Bank (2015: 168,585 for Group and 162,073 for
Bank).

24. Interest and similar expense

Group Bank
2016 2015 2016 2015
Interest on term deposits 163,522 309,253 166,705 312,495
Interest on demand deposits 37,537 65,616 37,543 65,654
Interest on borrowings 19,978 43,202 3,487 22,242
Interest from hedging instruments - 5,580 - 5,582
Total 221,037 423,651 207,735 405,973
25. Fees and commissions, net
Group Bank
2016 2015 2016 2015
Services 641,942 609,369 627,793 596,631
Management fees 107,353 105,609 107,353 105,609
Packages 50,777 52,591 50,777 52,591
Transfers 129,068 150,192 129,068 150,193
OTC withdrawal 67,351 64,726 67,351 64,726
Cards 202,191 157,673 202,191 157,673
Brokerage and custody 25,587 24,126 25,587 24,126
Other 59,615 54,451 45,466 41,713
Loan activity 97,980 93,913 76,484 75,242
Off balance sheet 32,744 46,358 32,744 46,358
Total 772,666 749,641 737,021 718,232

The accompanying notes are an integral part of these financial statements
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26. Gain on derivative and other financial instruments held for trading

Group Bank

2016 2015 2016 2015
Gain on instruments held for trading 13,3%4 13,220 12,937 12,718
Gain / (loss) on interest rate derivatives (2,355) 1,914 (2,355) 1,914
Gain on currency and interest swap 44,387 91,294 44,387 91,294
Gain on forward foreign exchange contracts 10,554 17,318 10,554 17,318
Gain on currency options 4,137 6,594 4,137 6,594
Gain / (loss) on hedging (1,144) 1421 (1,144) 1,421
Other 4,258 (690) 4,258 (690)
Total gain on derivative and other financial instruments
held for trading 73,231 131,071 72,774 130,569
27. Foreign exchange gain

Grup Banca

2016 2015 2016 2015
Foreign exchange income 20,879,221 21,651,429 20,842,716 21,612,851
Foreign exchange expenses (20,700,105) (21,501,734) (20,664,016) (21,463,915)
Total 179,116 149,695 178,700 148,936
28. Income from associates

Grup Banca

2016 2015 2016 2015
Share of increase in net profits fromassociates 27,752 16,316 - -
Dividends fromassociates - - 16,939 14,327
Total 27,752 16,316 16,939 14,327

29. Other income

Other income includes income from banking activities offered to the clients and income from non-
banking activities, such as income from rentals. The income from rental of investment properties, both for
the Group and the Bank, is 1,876 (2015: 1,875).

30. Contribution to Deposit Guarantee Fund and Bank Resolution Fund

According to the Romanian legislation (Law no. 311/2015 on Deposit Guarantee Schemes and the Bank
Deposit Guarantee Fund), the deposits of individuals and certain entities, including small and medium
enterprises and large companies are covered up to EUR 100,000 by the Bank Deposit Guarantee Fund
(“Fund”).

Each credit institution participating to deposit guarantee scheme shall pay the annual contribution as
determined and notified by the Fund. The amount of the contribution refers to the total covered deposits
at the end of the previous year and reflects also the degree of risk associated to each credit institution in
the scheme.

The degree of risk is determined based on the financial and prudential indicators reported by the credit
institutions to the National Bank of Romania. For this purpose, the Bank Deposits Guarantee Fund uses a
methodology approved by the National Bank of Romania considering also the guidelines issued by the
European Banking Authority.

For the year ended December 31, 2016 the expense related to the Deposit Guarantee Fund was 47,269
(December 31, 2015: 72,543 according to Government Ordinance No. 39/1996 requirements).

The accompanying notes are an integral part of these financial statements
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30. Contribution to Deposit Guarantee Fund and Bank Resolution Fund (continued)

According to Law no. 312/2015 on recovery and resolution of credit institution and investment firms,
each credit institution shall pay an annual contribution to Bank Resolution Fund as determined and
notified by the National Bank of Romania.

The National Bank of Romania as the local resolution authority establish the credit institutions annual
contributions to Bank Resolution Fund, in compliance with Commission Delegated Regulation EU
2015/63, supplementing Directive 2014/59 of the European Parliament and of the Council with regard to
ex ante contributions to resolution financing arrangements.

For the year ended December 31, 2016 the expense related to the Bank Resolution Fund was 17,870
(December 31, 2015: 15,507 according to Government Ordinance No. 39/1996 requirements).

Both contributions to the Bank Deposit Guarantee Fund and Bank Resolution Fund meet the criteria for
recognition as taxes and accounted in accordance with IFRIC 21 “ Levies” requirements. The liability is
recognized at the date when the obligating event occurs and the contribution is recognized as an expense
in full at the same date.

31. Personnel expenses

Group Bank
2016 2015 2016 2015
Salaries 504,562 474,388 471,008 442,729
Social security 119,303 118,473 111,755 111,277
Bonuses 45,521 40,994 42,861 38,849
Post-employment benefits 2,407 2,450 2,407 2,450
Other 15,992 18,354 15,060 16,694
Total 687,785 654,659 643,091 611,999

Employee expenses for share - based payment transactions are included in line Other and related expenses
in amount of 1,453 for Group and 1,425 for Bank for 2016 (2015: 3,087 for Group and 2,632 for Bank).

Share based payment transactions
On November 2+, 2010 SG established a share based payment program that grants each employee of the
bank 40 Societe Generale shares. The two performance conditions for the tranches were fully satisfied

and the shares were given to the employees in March 31, 2015 and March 31, 2016.

The terms and conditions of the grant were (all shares were settled by physical delivery of shares):

The accompanying notes are an integral part of these financial statements
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31. Personnel expenses (continued)

Number of Contractual life of

Grant date/ employees entitled Vesting conditions

instruments share based options

Positive net income attributable to

shares granted to all employees of the the Groupe Societe Generale for

group at 02/11/2010 16 financial year 2012 4 years and 5 months
presence in the group until
31/03/2015
improvement of customer

shares granted to all employees of the satisfaction between 2010 and

group at 02/11/2010 24 2013 5years and 5 months
presence in the group until
31/03/2016

Total shares 40

The number and weighted average exercise price of shares is as follows:
Group Bank

Fair value Number of shares Fair value (EUR) Number of

(EUR) granted shares granted
Granted during the period
- exercise date 31/03/2015 34.6 108,432 34.6 103,760
- exercise date 31/03/2016 332 152,835 332 146,352

The fair value at grant date was 42,1 EUR/share, the valuation method used being arbitrage model, and
for countries outside France was considered 82% for first tranche and 79% for second tranche.The fair
value of the award at the grant date was estimated by considering the market prices of the SG shares at
that date. Those market prices were adjusted to account for the dividends estimated to be distributed
during the vesting period (i.e.: dividends to which the employees are not entitled according to the terms of

the award), as follows:

» ahaircut of 18% was applied to the market value of the shares to estimate the fair value of the

award vesting in 2015, and

» a haircut of 21% was applied to the market value of the shares to estimate the fair value of the

award vesting in 2016.

The haircuts presented above were estimated by considering SG’s history and policy for dividends

distribution.
Group Bank
2016 2015 2016

Expense in 2010 1,070 1,070 1,070 1,070
Bxpense in 2011 6,025 6,025 6,025 6,025
Expense in 2012 6,809 6,809 6,809 6,809
BExpense in 2013 6,675 6,675 6,675 6,675
Expense in 2014 12,498 12,498 11,451 11,451
Expense in 2015 3,087 3,087 2,632 2,632
Bxpense in 2016 1,453 - 1,425 -
Total share based payment recognised 37,617 36,164 36,087 34,662
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32. Depreciation, amortisation and impairment on tangible and intangible assets

Group Bank
2016 2015 2016 2015
Depreciation and impairment 93,531 93,899 92,565 93,045
Amortisation 34,998 37,318 31,996 34,649
Total 128,529 131,217 124,561 127,694

The difference between the amount presented in note 13 and the amount presented in note 32 represents
depreciation of investment property in total amount of 1,390 at Group and Bank level (December 31,
2015: 1,575).

33. Other operating expense

Group Bank
2016 2015 2016 2015
Administrative expenses 397,868 411,351 372,618 384,565
Publicity and sponsorships 33,988 30,900 33,495 30,111
Other expenses 74,264 69,120 70,773 67,098
Total 506,120 511,371 476,886 481,774

Administrative expenses refer mainly to rentals, maintenance expenses, local taxes and various utilities
such as energy and telecommunication.

The Group and Bank has operating leases that are cancellable with prior notice much shorter than the
remaining contract period and/or with penalties to be paid which are much lower than lease expense for
the remaining contract period. For details regarding future minimum lease payments please see note 36.
Other expenses include mainly corporate and technical assistance with Societe Generale Paris, audit fees,
etc.

34. Credit loss expense

Group Bank
2016 2015 2016 2015

Net impairment allowance for loans 435,964 578,184 417,450 555,475
Net impairment allowance for sundry debtors 38,283 38,532 38,720 42 473
Net impairment allowance for risk and charges 1,686 (14,377) (129) (16,134)
Net impairment allowance for finance lease 3,567 18,861 - -
Income from recoveries of derecognized receivables (161,896) (90,566) (159,116) (88,256)
Write-offs & sales of bad debts 32,866 24,179 31,213 27,219
Financial guarantee and loan contracts 133,038 103,401 133,038 110,372
Total 483,508 658,214 461,176 631,149

35. Cash and cash equivalents for cash flow purposes

For the purpose of the cash flow statements, cash and cash equivalents comprise cash in hand, current
accounts and short term placements at other banks. The amounts in transit in amount of 169,790
(December 31, 2015: 249,082) and loans to banks, with more than 90 days maturity from the date of
acquisition in amount of 91,641 (December 31, 2015: 113,303) for the Bank and also the ones amounting
26,132 (December 31, 2015: 26,124) for the Group are excluded. The Group and Bank did not include in
cash and cash equivalents the amounts representing minimum compulsory reserve held at National Bank
of Romania.

The accompanying notes are an integral part of these financial statements
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35. Cash and cash equivalents for cash flow purposes (continued)

Group
December 31, December 31,
2016 2015

Cash in hand 1,800,529 1,339,602

Current accounts and deposits with banks 1,710,708 1,926,291

Total 3,511,237 3,265,893
Bank

December 31, December 31,
2016 2015

Cash in hand 1,800,506 1,339,580
Current accounts and deposits with banks 1,709,902 1,925,452
Total 3,510,408 3,265,032

For the purpose of consolidated cash flow statement the net expenses from impairment of loans and from
provisions are reconciled as follows:

Group
2,016 2,015
Net impairment allowance for loans 435,964 578,184
Net impairment allowance for sundry debtors 38,283 38,532
Net impairment allowance for finance lease 3,566 18,861
Write-offs & sales of bad debts 32,866 24,179
Financial guarantee and loan contracts 133,038 103,401
Net movement in other provisions 1,850 (14,378)
Total 645,567 748,779
Bank
2016 2015
Net impairment allowance for loans 417,450 555,475
Net impairment allowance for sundry debtors 38,720 42,473
Write-offs & sales of bad debts 31,213 27,219
Financial guarantee and loan contracts 133,038 110,372
Net movement in other provisions 132 (16,134)
Total 620,553 719,404
36. Commitments
Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Tangible non-current assets 3,464 1,420 3,464 1,420
Intangible non-current assets 8,707 2,669 8,707 2,669
Operational leasing, rents and other services 388,612 309,937 388,612 309,937
Total 400,783 314,026 400,783 314,026

Guarantees and credit commitments are presented in note 41.1.

The accompanying notes are an integral part of these financial statements
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36. Commitments (continued)

As at December 31, 2016 and December 31, 2015 the future minimum lease payments regarding
operating leases and rents concluded by the Group and Bank as a lessee are:

Group Bank
December 31,2016 December 31, 2015 December 31,2016 December 31, 2015
Less than one year 75,847 74,773 75,847 74,773
Between one and five years 176,391 142,557 176,391 142,557
More than five years 133,986 89,766 133,986 89,766
386,224 307,096 386,224 307,096

The accompanying notes are an integral part of these financial statements
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37. Related parties

The Group and Bank enters into related party transactions with its parent, other SG entities, subsidiaries, associates and key management personnel. All
related party transactions were made on substantially the same terms, including interest rates and collateral requirements, as those prevailing for similar
transactions with unrelated parties. The transactions/balances with subsidiaries were eliminated for consolidation purposes. The transactions/balances with
related parties can be summarized as follows:

Group
2016 2015
Key Key
management Other management
Other related of the related of the

Parent parties Associates institution Parent parties Associates  institution
Assets 378,291 111,657 4,870 1,071 385,038 71,597 2,487 1,974
Nostro accounts 27,851 44,533 42 - 46,608 7,811 - -
Deposits 26,132 35,726 - - 26,124 39,812 - -
Loans 91,641 24,118 1,789 1,071 113,308 21,052 2,485 1,974
Derivative financial instruments 228,849 - - - 198,998 67 - -
Other assets 3,818 7,280 3,039 - - 2,855 2 -
Liabilities 1,329,229 63,856 110,361 16,526 1,244,229 100,532 69,783 14,389
Loro accounts 7,380 30,411 133 - 150 84,288 298 -
Deposits 238,056 20,026 109,472 16,526 374,175 15,713 69,379 14,389
Borrowings 869,511 - - - 713,576 - - -
Derivative financial instruments 115,285 - - - 109,203 - - -
Other liabilities 98,997 13,419 756 - 47,125 531 106 -
Commitments 7,480,893 154,349 7,403 282 10,521,882 117,634 7,430 264
Total commitments granted 169,493 11,158 2,758 282 156,729 15,655 2,001 264
Total commitments received 904,855 143,191 4,645 - 892,023 80,411 5,429 -
Notional amount of foreign exchange transactions 4,526,245 - - - 7,456,700 21,568 - -
Notional amount of interest rate derivatives 1,880,300 - - - 2,016,430 - - -
Income statement 112,757 8,054 17,944 160 162,799 20,876 22,775 258
Interest and commision revenues 17,826 2,796 12,382 41 18,279 1,485 11,130 66
Interest and commission expense 19,620 615 439 83 32,324 16,072 426 192
Net gain/(loss) on interest rate derivatives (31,372) - - - (7,430) - - -
Net gain on foreign exchange derivatives 81,782 455 - - 89,304 (@) - -
Dividend income - 3 16,939 - - 14,327 -

Other income - - 69 - - - 29
Other expenses 24,901 4,185 (11,885) 36 30,322 3,321 (3,137) 0

The accompanying notes are an integral part of these financial statements
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37. Related parties (continued)

Bank
2016 2015
Key
Other management Other Key
related of the related management of
Parent parties Subsidiaries Associates institution Parent parties Subsidiaries Associates the institution
Assets 348,341 111,626 58,569 2,180 599 358,914 71,579 46,595 2 1,138
Nostro accounts
27,851 44,533 - 42 - 46,608 7,811 - - -
Deposits - 35,726 - - - - 39,812 - - -
Loans 91,641 24,118 57,350 1,789 599 113,308 21,034 46,574 - 1,138
Derivative financial instruments 228,849 - 17 - - 198,998 67 21 - -
Other assets - 7,249 1,202 349 - - 2,855 - 2 -
Liabilities 455,446 63,066 124,568 110,316 11,988 528,352 100,001 122,908 69,677 7,608
Loro accounts
7,380 30,411 - 133 - 150 84,288 - 298 -
Deposits 238,056 20,026 97,992 109,472 11,988 374,175 15,713 93,200 69,379 7,608
Lease payable
- - 26,445 - - - - 29,701 - -
Derivative financial instruments 115,285 - - - - 109,203 - 7 - -
Other liabilities 94,725 12,629 131 711 - 44,824 - - - -
Commitments 7,480,893 154,349 16,746 7,403 267 10,521,882 117,634 29,050 7,430 183
Total commitments granted 169,493 11,158 11,734 2,758 267 156,729 15,655 8,590 2,001 183
Total commitments received 904,855 143,191 - 4,645 - 892,023 80,411 - 5,429 -
Notional amount of foreign exchange transactions 4,526,245 - 5,012 - - 7,456,700 21,568 20,460 - -
Notional amount of interest rate derivatives
1,880,300 - - - - 2,016,430 - - - -
Income statement 93,456 7,059 25,276 4,082 108 138,409 20,046 23,357 10,293 115
Interest and commision revenues 16,330 2,059 12,038 422 32 16,784 021 12,578 556 36
Interest and commission expense 4,059 615 3,840 439 40 11,775 16,072 4,037 426 79
Net gain/(loss) on interest rate derivatives
(31372) - - - - (7,430) - - - -
Net gain on foreign exchange derivatives 81782 455 202 _ _ 89.304 © 863 _ _
Dividend income - 3 11,158 16,939 - - - 5,863 14,327 -
Other income - - - - - - - - - -
Other expenses 22,657 3,927 (1,962) (13,718) 36 27,976 3,055 16 (5,016) -

The accompanying notes are an integral part of these financial statements
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37. Related parties (continued)

Other liabilities and other expenses include mainly corporate and technical assistance with Societe
Generale Paris.

The Group has collateral received from SG Paris regarding derivative instruments in total amount of
124,517 as at December 31, 2016 (December 31, 2015: 88,409). The Group has no provision booked for
receivable from related parties.

As of December 31, 2016, the Board of Directors and Managing Committee members own 304,530
shares (2015: 304,530).

Key management personnel benefits for 2016 and 2015:

Group Bank
Dec-16 Dec-15 Dec-16 Dec-15
Short-term benefits 15,149 14,399 11,256 10,887
Long-term benefits 1,731 1,678 1,731 1,678
Termination benefits 4388 - - -
Share-based payment transactions 2 5 2 3

The accompanying notes are an integral part of these financial statements
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38. Interest in unconsolidated structured entities

According to IFRS 12 applied starting with January 1, 2014 the Group and Bank has to present the interests it has in entities that have been designated so
that voting or similar rights are not the dominant factor in deciding who controls the entity, such as when any voting rights relate to administrative tasks
only and the relevant activities are directed by means of contractual arrangements.

The Group and Bank has identified the investment funds in which it invested during the years and which manages, as being unconsolidated structured
entities. The Group has chosen not to consolidate the investment funds as the management intention is to dispose of the unit funds in the foreseeable future
(12 months) and, at the same time, the impact from consolidating them is considered not significant for the users of these financial statements. The
structured entities are financed through the resources (unit funds) received from individuals and corporates that are afterwards placed on monetary and
capital markets.

Group interest in unconsolidated structured entities and size of structured entities in 2016:

Carrying amount

Carrying amount of Nominal amount of off- Of which: Nominal Losses incurred by

. financial assets Of which: liquidity ~ Fair value of liquidity Of. ﬁr_]afn.c ial balance sheet items amount of loan the reporting Maximum Total balance.
Name of structured enitity L liabilities . . ) Lo sheet of the entity
recognisedin the support drawn support drawn o given by the reporting commitments institution inthe  exposure to loss .
recognisedin the O . - (size)
balance sheet institution given current period
balance sheet
BRD Simfonia 20,816 - - 108,605 - - - 20,816 1,547,012
BRD Obligatiuni 3,617 - - 12,490 - - - 3,617 181,093
BRD Index 2,556 - - 170 - - - 2,556 3,547
BRD Actiuni 15,483 - - 1,847 - - - 15,483 18,017
BRD Diverso 23,581 - - 581 - - - 23,581 27,486

Breakdown of interests in unconsolidated structured entities:

Selected financial assets recognisedin the reporting institution's belance sheet Selected equity and financial liabilites recognised in the reporting institution's balance Off-balance sheet items given by the

Name of structured enitity o sheet - ) reporting institution
of which: defaulted Derivatives Eguity instruments  Debtsecurities  Loans and advances Total Equny'lnstrumems Derivatives Deposits Debt}securltles Total of which: Total

issued issued cefaulted

BRD Simfonia - (422) 21,238 - - 20,816 - - 108,605 - 108,605 -

BRD Obligatiuni - - 3617 - - 3617 - - 12,490 - 12490

BRD Index - - 2,556 - - 2,556 - - 170 - 170

BRD Actiuni - - 15,483 - - 15,483 - - 1,847 - 1,847

BRD Diverso - - 23581 - - 23581 - - 581 - 581

The accompanying notes are an integral part of these financial statements
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38. Interest in unconsolidated structured entities (continued)

Interest in unconsolidated structured entities and size of structured entities in 2015:

Carrying amount of Carrying amount

Nominal amount of off- Of which: Nominal Losses incurred by

. financial assets Of which: liquidity  Fair value of liquidity Of_ flr_la_n.mal balance sheet items amount of loan the reporting Maximum Total balance.
Name of structured enitity . . liabilities . - ; L sheet of the entity
recognisedin the support drawn support drawn X . given by the reporting commitments institution in the  exposure to loss .
recognisedin the ST . - (size)
balance sheet institution given current period
balance sheet
BRD Simfonia 11,906 - - 364,032 - - - 11,906 1,720,699
BRD Obligatiuni 12,506 - - 2,967 - - - 12,506 21,694
BRD Index 2,748 - - 419 - - - 2,748 3,498
BRD Actiuni 16,724 - - 1,931 - - - 16,724 18,862
BRD Diverso 26,764 - - 359 - - - 26,764 30,376
BRD Eurofond 2,323 - - 265,712 - - - 2,323 1,105,316
BRD USDfond 2,068 - - 7,424 - - - 2,068 34,386
Breakdown of interests in unconsolidated structured entities:
Selected financial assets recognised in the reporting institution's balance sheet Selected equity and financial liabilites recognisedin the reporting institution's balance Off-balance sheet items given by the
Name of structuredeniti . - o . ityi _— . iti ich:
vt ity of which: defaulted Derivatives Eguity instruments  Debt securities  Loans and advances Total Eqwty.lnstruments Derivatives Deposits Debt.securmes Total of which Total
issued issued defaulted

BRD Simfonia - 320 11,586 11,906 364,032 364,032

BRD Obligatiuni 12,506 12,506 2,97 - 2,97

BRD Index 2,748 2,148 419 - 419

BRD Actiuni 16,724 16,724 1931 - 1931

BRD Diverso 26,764 26,764 359 - 359

BRD Eurofond 2,323 2,323 265,712 265,712

BRD USDfond 2,068 2,068 7424 7424

The accompanying notes are an integral part of these financial statements
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39. Contingencies

As of December 31, 2016 BRD is the defendant in a number of lawsuits arising in the course of business,
amounting to approximately 63,408 (2015: 61,698). The amounts disclosed represent the additional
potential loss in the event of a negative court decision, the amounts not being provisioned. The
management believes that the ultimate resolution of these matters will not have a material adverse effect
on the Group’s overall financial position and performance. The Bank already booked a provision of

16,608 (December 31, 2015: 16,475) and the Group 19,486 (December 31, 2015: 17,636) in relation with
the litigations.

40. Earnings per share

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Ordinary shares on the market 696,901,518 696,901,518 696,901,518 696,901,518
Profit attributable to shareholders 757,530 465,821 728,281 445,422
Earnings per share (in RON) 1.0870 0.6684 1.0450 0.6391

The accompanying notes are an integral part of these financial statements
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41. Risk management

Risk management within the Group and Bank is based on an integrated concept that takes into account the
statutory and regulatory norms as defined and required by the National Bank of Romania, Société
Générale risk management standards as well as best practices accepted by the banking industry. The level
of risk appetite fully reflects the Group’s and Bank’s risk management strategy, aiming to support a
sustainable growth of its lending activities while reinforcing the Group’s market positions.

Risk management governance relies on the three lines of defense model, which reinforces segregation of
duties between various control functions.

The first line of defense is represented by the permanent supervision, performed at the level of each
business unit; the business units are responsible for defining and continuously adapting the specific
control and risk prevention environment, as part of daily activities.

The second line of defense is represented by the functions overseeing risks (risk management,
compliance), which provide support to the business/operational functions in executing their duties.

The third line of defense is represented by the independent assurance provided by internal audit.

The Group and Bank’s risk management governance is centered along the following axes:

e continuous process of identification, assessment, control and reporting, considering risk limits,
approval competences, segregation of duties and other mitigation techniques

e strong managerial involvement in the risk management system and promotion of risk culture,
throughout the entire organizational structure, from the Board of Directors down to operational
teams;

o clearly defined internal rules and procedures;

e communication of key risk indicators across the organization in a timely, accurate,
comprehensible and meaningful manner;

e continuous supervision by an independent body to monitor risks and to enforce rules and
procedures.

The Group and Bank’s risk management is organized around two key principles:
e risk assessment departments must be independent from the business divisions;
e the risk management approach and risk monitoring must be consistent throughout the Group and
Bank.

The Group and Bank’s is exposed to the risks inherent to its core businesses. The main financial assets
and liabilities are the loans and advances, lease receivables, amounts placed with NBR, demand and term
deposits and borrowings. These instruments are exposed to a series of risks such as credit risk, foreign
exchange risk, interest rate risk, liquidity risk and market risk which are discussed below.

41.1 Creditrisk

Credit risk represents the loss which the Group and Bank would suffer if a client or counterparty fails to
meet its contractual obligations. The credit risk is inherent to traditional banking products (loans,
commitments to lend and other contingent liabilities such as letters of credit and fair value derivative
contracts / refer to the notes 8, 9, 10, 11 and 39).

The Group and Bank’s credit policy is based on the principle that approval of any credit risk undertaking
must rely on a sound knowledge of a given client and its business, an understanding of the purpose and
structure of the transaction and the sources of debt repayment. As part of Group Société Générale, the
Bank has a cash flow based lending approach, meaning the bank expects debt to be serviced primarily
through the future cash flow (legal entities)/ income (individuals) generated by the client.

The accompanying notes are an integral part of these financial statements
67



BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

41. Risk management (continued)

41.1 Credit risk (continued)

The Group and Bank assesses the quality of its non retail portfolio by use of Société Générale’s rating
system, with a scale from 1 to 10 (1 to 7- in bonis exposures, 8 to 10 — defaulted exposures). Within the
in bonis portfolio, the most vulnerable counterparts are grouped into a distinct category (refered to
assensitive, rating class 7) which is subject to increased monitoring requirements, in order to improve
reactivity through timely implementation of corrective measures.

The internal rating system is based on models that include both quantitative and qualitative assessment
criteria, differentiated by counterparty type and size, in which the expert judgment is a key element.
Internal models are developed based on the Group and Bank’s available data history. The use of rating
model is regulated by internal norms and procedures. Rating review is performed at least once per year, or
as soon as new and significant aspects impacting the credit quality of the counterparty occur. This process
results in the classification of exposures between sound, sensitive and non performing client status.

Throughout the post approval period, the monitoring of counterparties is conducted on a continuous basis,
so that potential vulnerabilities can be indentified early and reacted upon. The outcome of monitoring
activity is analyzed as an inherent responsibility of commercial and risk structures. Risky counterparts
above internally prescribed criteria are closely monitored through dedicated committee, with the aim of
defining a strategy towards them and ensuring consistent rating and loss recognition. Retail counterparties
are assessed at origination, based on application scorecards and/or behavioral rating models, and
monitored throughout the lifespan of the loans using behavioral rating models.

Security, in the form of collateral (funded protection) or guarantee (unfunded protection), is accepted to
mitigate credit risk and do not serve as a substitute for the borrower’s ability to meet obligations. The
securities accepted in support of granted commitments primarily include real estate, both residential and
commercial, guarantees issued by other banks and guarantee funds, equipments and inventories.

The Group and Bank quantifies the level of credit risk concentration it undertakes by setting and strictly
monitoring limits on the amount of risk accepted in relation to one borrower, or groups of borrowers, to
industry segments, to geographical regions, to BRD Groups, to product/transaction type and single
protection provider (credit risk mitigations techniques).

Maximum exposure to credit risk before considering any collaterals or guarantees

Group
December 31, December 31,
2016 2015
ASSETS
Due from Central Bank 5,339,460 7,480,319
Due from banks 1,998,271 2,314,800
Derivatives and other financial instruments held for trading 1,203,282 1,218,112
Loans, gross 31,414,527 30,744,036
Impairment allowance for loans (3,575,822) (4,002,565)
Loans and advances to customers 27,838,705 26,741,471
Finance lease receivables 663,517 549,354
Financial assets available for sale 11,609,855 9,208,959
Other assets 140,530 55,991
Total assets 48,793,620 47,569,006
Letters of guarantee granted 5,785,743 6,200,625
Financing commitments granted 5,979,179 4,418,122
Total commitments granted 11,764,922 10,618,747
Total credit risk exposure 60,558,541 58,187,753

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.1 Credit risk (continued)

Bank
December 31, December 31,
2016 2015

ASSETS
Due from Central Bank 5,339,460 7,480,319
Due frombanks 1,971,333 2,287,837
Derivatives and other financial instruments held for trading 1,203,299 1,218,133
Loans, gross 30,885,456 30,312,244
Impairment allowance for loans (3,501,346) (3,935,819)
Loans and advances to customers 27,384,110 26,376,425
Financial assets available for sale 11,585,000 9,190,919
Other assets 133,206 47,755
Total assets 47,616,408 46,601,388
Letters of guarantee granted 5,822,732 6,240,636
Financing commitments granted 5,642,716 4,082,382
Total commitments granted 11,465,448 10,323,018
Total credit risk exposure 59,081,856 56,924,406

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.1 Credit risk (continued)

The breakdown by rating of the Group and Bank’s banking counterparties exposures is based on an
internal counterparty rating system. The definitions are presented below:

Very Good — The counterparty is considered to be very reliable. The capacity to meet interest payments
and capital repayments is very strong.

Good — The counterparty is judged to be of good quality. Capacity to meet interest and principal
repayment is strong but counterparty is somewhat more sensitive to adverse changes in circumstances and
economic conditions.

Rather Good - Counterparty has an average solvency. Ability to pay interest and capital is still
sufficient, but more likely to be undermined by unfavorable economic conditions and changes in
circumstances.

Sensitive — Counterparty reflected credit behaviour or financial deterioration implying increased credit
risk. Timely repayment of capital and interest is uncertain and depends on favorable economic and
financial conditions. Close and more frequent monitoring of the client’s capacity to service the bank debt
is needed, in order to be able to react to a potential deterioration via implementation of corrective
measures.

Analysis of due from banks by credit rating

Group Bank
December 31,2016  December 31,2015  December 31,2016  December 31,2015
\ery good 1,426,697 2,067,414 1,399,759 2,040,451
Good 487,484 16,055 487,484 16,055
Rather good 73,800 220,980 73,800 220,980
Not rated* 10,290 10,351 10,290 10,351
Total 1,998,271 2,314,800 1,971,333 2,287,837

*short term exposures, mainly amounts under settlement

Sector analysis of loans granted

Group Bank
December 31, 2016 December 31,2015 December 31, 2016 December 31, 2015
Individuals 61.7% 59.9% 61.2% 59.4%
Public administration, education & health 4.0% 2.9% 4.1% 3.0%
Agriculture 1.9% 2.0% 1.9% 2.0%
Manufacturing 7.1% 8.0% 7.2% 8.1%
Transportation, IT&C and other services 2.8% 2.9% 2.7% 2.9%
Trade 6.5% 8.8% 6.6% 8.9%
Constructions 3.8% 4.1% 3.9% 4.2%
Utilities 2.4% 2.5% 2.4% 2.5%
Services 11% 1.3% 1.1% 1.3%
Others 3.9% 4.5% 3.9% 4.6%
Financial institutions 4.9% 3.1% 5.0% 3.2%
Total 100.0% 100.0% 100.0% 100.0%

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.1 Credit risk (continued)

Sector analysis of loans individually impaired

Group Bank
December 31,2016 December 31, 2015 December 31,2016 December 31,2015
Individuals 1,092,612 1,323,460 1,017,122 1,255,343
Public administration, education & health 59,677 46,344 59,677 46,344
Agriculture 109,936 147,303 109,936 147,303
Manufacturing 548,368 761,670 548,368 761,670
Transportation, IT&C and other services 178,467 230,194 178,467 230,194
Trade 914,306 1,349,753 914,305 1,349,752
Constructions 524,616 709,188 524,616 709,188
Utilities 97,911 97,763 97,911 97,763
Services 193,837 211,831 193,837 211,831
Others 303,305 345,894 303,305 345,894
Financial institutions 5,709 13,960 5,709 13,960
Total 4,028,744 5,237,360 3,953,253 5,169,242
Loans to individuals include mortgage loans, consumer loans and overdrafts.
Ageing analysis of past due but not impaired loans
Group
December 31, 2016
more than 90
1-30days 31to60days 61 to90 days days Total
Non-retail lending 533,404 3,420 2,982 11,633 551,438
Small business lending 48,120 7,848 4,596 2,870 63,435
Consumer lending 1,062,745 73,231 36,593 15,367 1,187,936
Residential mortgages 1,220,858 158,953 52,120 17,548 1,449,478
Total 2,865,127 243,452 96,291 47,418 3,252,289
December 31,2015
more than 90
1-30days 31to60days 61 to90 days days Total
Non-retail lending 312,081 36,714 10,390 21,623 380,808
Small business lending 53,348 14,825 6,726 1,474 76,373
Consumer lending 1,030,319 83,343 34,798 14,120 1,162,580
Residential mortgages 1,187,748 207,908 74,264 20,784 1,490,704
Total 2,583,496 342,790 126,178 58,001 3,110,465
Bank
December 31, 2016
more than 90
1-30days 31to60days 61 to90 days days Total
Non-retail lending 525,668 3,420 2,858 11,633 543,579
Small business lending 47,594 7,848 4,596 2,870 62,909
Consumer lending 1,003,921 73,231 36,593 15,367 1,129,112
Residential mortgages 1,220,858 158,953 52,119 17,548 1,449,477
Total 2,798,041 243,452 96,166 47,418 3,185,078

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.1 Credit risk (continued)

December 31, 2015

more than 90
1-30days 31to60days 61 to90 days days Total
Non-retail lending 311,880 36,714 10,390 21,623 380,607
Small business lending 53,348 14,825 6,726 1,474 76,373
Consumer lending 979,248 83,343 34,798 14,120 1,111,509
Residential mortgages 1,187,729 207,909 74,263 20,784 1,490,685
Total 2,532,205 342,791 126,177 58,001 3,059,174
Ageing analysis of past due but not impaired lease receivables for Group
December 31, 2016
1- 30 days 31to60days 61 to 90 days more;j;?/?n 90 Total
Non-retail leases 37,531 5,886 2,169 - 45,586
Retail leases 17,789 4,176 2,048 15 24,028
Total 55,320 10,062 4,217 15 69,614
December 31, 2015
1 - 30 days 31to 60days 61 to 90 days more than 90 Total
days
Non-retail leases 15,270 14,627 160 110 30,167
Retail leases 20,124 5,861 1,983 - 27,968
Total 35,394 20,488 2,143 110 58,135

The Group and Bank monitors the exposures by considering the number of days past due contaminated at
customer level. The amounts included in past due but not impaired and higher than 90 days represent

amounts lower than the materiality threshold used for impaired loans classification.

Analysis of collateral coverage

Group
December 31,2016

Non-retail lending
Retail lending
Total

December 31, 2015

Non-retail lending
Retail lending
Total

Owerdue but Coweredby Loans neither  Coweredby
notimpaired collaterals & impairednor collaterals &
loans guarantees past due guarantees
551,439 210,278 7,860,207 3,757,142
2,700,848 1,421,009 16,273,291 10,372,186
3,252,287 1,631,287 24,133,498 14,129,328
Owerdue but Coweredby  Loans neither  Coweredby
notimpaired collaterals & impairednor collaterals &
loans guarantees past due guarantees
380,808 175,448 7,397,654 3,423,954
2,729,657 1,460,518 14,998,558 9,724,441
3,110,465 1,635,966 22,396,212 13,148,395

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.1 Credit risk (continued)

Bank
December 31, 2016

Cowered Loans neither  Cowered
Owerdue but not by - . by
. . collaterals & impairednor collaterals &
impaired loans

guarantees past due guarantees
Non-retail lending 543,579 210,278 7,879,397 3,757,142
Retail lending 2,641,498 1,421,009 15,867,729 10,372,186
Total

3,185,077 1,631,287 23,747,126 14,129,328

December 31, 2015

Owerdue but Coweredby Loans neither

Cowered by
notimpaired collaterals & impairednor collaterals &
loans guarantees past due guarantees
Non-retail lending 380,607 175,448 7,434,264 3,423,954
Retail lending 2,678,567 1,460,518 14,649,564 9,724,441
Total 3,059,174 1,635,966 22,083,828 13,148,395
Analysis of collateral coverage for leasing Group
December 31, 2016
r Neither r
Owerdue but Coweredby _ g the Cowered by
L collaterals & impairednor collaterals &
not impaired
guarantees past due guarantees
Non-retail leases 45,585 45,512 450,708 445,517
Retail leases 24,029 23,948 133,119 132,671
Total 69,614 69,460 583,827 578,188
December 31, 2015
Cowered Neither r
Owerdue but by . g the Cowredby
L collaterals & impairednor collaterals &
not impaired
guarantees past due guarantees
Non-retail leases 30,167 30,118 335,034 332,309
Retail leases 27,968 27,926 140,043 139,413
Total 58,135 58,044 475,077 471,722

The fair value of properties, letters of guarantee and cash that the Group and the Bank holds as collateral
relating to loans individually determined to be impaired as at December 31, 2016 amounts to 2,493,577

(December 31, 2015: 3,254,963). The value of exposures covered by collaterals and guarantees is capped
to the gross exposure levels.

The accompanying notes are an integral part of these financial statements
73



BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

41. Risk management (continued)
41.1 Credit risk (continued)

Analysis of neither impaired nor past due loans by credit rating

Group Bank

December 31,2016 December 31,2015 December 31,2016 December 31,2015
Very good 12,123,497 10,406,465 12,182,059 10,452,176
Good 7,331,786 7,349,619 7,325,154 7,345,256
Rather good 2,920,029 3,057,044 2,876,192 3,052,749
Sensitive 1,094,376 1,147,954 1,091,694 1,146,378
Not rated 663,809 435,130 272,026 87,268
Total 24,133,497 22,396,212 23,747,125 22,083,827

Analysis of neither impaired nor past due lease receivables by credit rating for Group

December 31,2016 December 31, 2015

Very good 1,016 3
Good 98,732 103,651
Rather good 432,123 339,349
Sensitive 51,956 32,074
Total 583,827 475,077

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.1 Credit risk (continued)
Guarantees and credit commitments
Guarantees and letters of credit

The Group and Bank issues guarantees and letters of credit for its customers. The primary purpose of
letters of credit is to ensure that funds are available to a customer as required. Guarantees and standby
letters of credit, which represent irrevocable assurances that the Group and Bank will make payments in
the event that a customer cannot meet its obligations (delivery of goods, documents submitting, etc) to
third parties with which it entered previously into a contractual relationship, carry a similar credit risk as
loans.

The market and credit risks on these financial instruments, as well as the operational risk are similar to
those arising from granting of loans. In the event of a claim on the Group and Bank as a result of a
customer’s default on a guarantee these instruments also present a degree of liquidity risk to the Group
and Bank.

Credit related commitments

Financing commitments represent unused amounts of approved credit facilities.

The Group and Bank monitors the term to maturity of credit commitments because longer-term
commitments generally have a greater degree of credit risk than shorter-term commitments. The total

outstanding contractual amount of commitments does not necessarily represent future cash requirements,
since many of these commitments will expire or be terminated without being funded.

Group Bank
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Letters of guarantee granted 5,785,743 6,200,625 5,822,732 6,240,636
Financing commitments granted 5,979,179 4,418,122 5,642,716 4,082,382
Total commitments granted 11,764,922 10,618,747 11,465,448 10,323,018
Letters of guarantee received 15,381,026 15,245,547 15,381,026 15,245,547
Financing commitments received 681,165 714,173 681,165 714,173
Total commitments received 16,062,191 15,959,720 16,062,191 15,959,720

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.2 Market risk

Market risks are the risks of losses arising from unfavorable changes in market parameters of financial
instruments (exchange rates, interest rates, securities’ prices, commodities etc) and might be incurred both
by the trading book transactions and by the banking book positions.

The management of market risks is a continuous process, whose primary aim is to identify and measure
the market risks induced by the business activities undergone by the entity.

Trading Book related market risks

The trading business model is mainly driven by the clients’ needs and comprises bonds issued by
Romanian Government (firm or reversible transactions), forward and swap deals on foreign exchange or
interest rate, as well as options on different underlyings (foreign exchange, interest rates and equities).

Although the trading book portfolio generates a small portion of the Bank’s entire exposure to market
risks, namely interest rate risk and foreign exchange risk, it is monitored separately from the banking
book portfolio. The identified risks are further reported to the bank’s management and to the Group,
ensuring timely distribution of accurate information for decision-making processes.

The risk awareness related to the trading book activity is embraced by all actors pertaining to the
Financial Markets Perimeter, several sets of controls, some of them with daily frequency, are undertaken
within each unit. The functional independence conferred to the risk line from the business line, translated
in an independent follow-up of risks conducted at the Market Risk Department level, guarantees a fair,
unbiased picture of BRD’s exposure to traded market risks.

The foundation of an efficient management framework addressing market risks relies on the main
principles listed below:
e frequent update of the risk management framework, to comply with regulatory requisites,
permanently adapted to market evolutions and internal changes;
ongoing improvement of the market risk practice, aligned with the best market practices;
validation of valuation techniques used to calculate risks metrics and results;
defining risk measurement models and provisions for the market risks assumed (reserves);
authorization of various market risk limits, consistent with the stated market risk appetite;
approval of the instruments allowed for trading (new products or significant changes);
involvement in designing the functionalities of the IT systems, data flows and operational
procedures;
e monitoring and analyzing exposures and limits compliance, periodical dissemination of essential
data mirroring the bank’s exposure to market risks to the management bodies.

On an annual basis, the market risk appetite is approved by the Board of Directors, being aligned with the
business strategy. The top-down approach transposes this high level indicator into limits, accessible to
middle management and executive functions, calibrated on different measurement types (nominal,
sensitivity, stress test results, VaR and SVaR levels). To properly support day to day banking activities a
daily report, presenting all the market risk indicators, is delivered to the personnel acting in the Financial
Markets Perimeter, to the management of Risk Department and to the SG Group. The process of
monitoring the limit compliance blends together the daily metrics report with the monthly analysis of the
trading book activitity, and the quarterly summaries submitted to the General Management.

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.2 Market risk (continued)

The assesment process of trading book related market risks is designed accordingly with the SG Group’s
methodology, combining three main risk approaches:

e Trading VAR, accompanied by SVaR;

e  Stress test scenarios, based on shocks derived from historical and hypothetical scenarios;

e Complementary indicators (sensitivities, hominal, etc) which decompose the global indicators
into specific ones, enabling the identification of risk areas, concentration on products, maturities
that might lead to important risks unrevealed by the global risk metrics.

Value at Risk (VAR)

The purpose of VaR is to determine a maximum loss the bank might incur from the trading activity, over
a given period of time, with a certain level of confidence. In accordance with the provisions of the EU
Regulation no. 575/2013 - Art. 365 (1), BRD daily computes the VaR level for 1-day holding period,
based on historical approach over a dynamic window, with a confidence level of 99%.

The relevance of the VaR model is assessed through back testing, by comparing the daily trading result
with the loss estimated by the model, and is performed with daily frequency, in order to forewarn of the
need to recalibrate the computational module or to reconsider the observation period of the market
parameters. The model’s accuracy is tested by comparing the number of days with negative P&L
exceeding the VaR figure with the number of expected overshoots (induced by the model’s assumptions).
Should a breach occur, an investigation is conducted to identify its root and the event is escaladed to the
management body of the Financial Markets” Perimeter.

No overshooting of the daily VaR by the P&L level occurred during 2016, while the 2015 year revealed
one day breach of the estimated VaR, following sudden closing of the Greek Banks in June 2015.

The VaR model developed in BRD is used for management purposes only and is not transposed into
capital requirements.

99% VAR (1 DAY) - KEY FIGURES (IN MEUR)

Begin of year End of year Minimum Average Maximum
2015 0.44 0.21 0.09 0.36 0.87
2016 0.13 0.13 0.07 0.21 0.46

Stressed VAR (SVAR)

SVaR estimates a maximum loss from trading activity, for 1-day horizon and with 99% confidence level,
as a consequence of adverse market movements associated with a financial crisis. SVaR is computed
using the same approach as VaR, the only difference being that, in the case of SVaR, the observation
period for the risk factors is fixed to a window of 12 consecutive months marked by extreme market
events, according to the provisions of EU Regulation no. 575/2013 - Art. 365 (2).

The appropriateness of the one-year chosen window is assessed by comparing the SVaR level with the
VaR level. If the VaR/SVaR ratio exceeds the 90% threshold at least three times during a quarter, the
plausibility of the window must be reassessed. The range of daily VaR/SVaR values is analyzed on
weekly basis for signals on the need to review the SVaR period.

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.2 Market risk (continued)

99% SVAR (1 DAY) - KEY FIGURES (IN MEUR)

Begin of year End of year Minimum Average Maximum
2015 0.78 1.05 0.42 1.43 2.38
2016 0.79 0.82 0.37 1.10 2.11

Stress test assessment

Methodology

The stress test assessment is one of the main pillars of the market risk management framework, being
complementary to VaR and compensating the limitation of the historical VaR methodology. While the
VaR model considers historical movements of the risk factors occurred in the past, the stress testing
environment incubates theoretical hypothesis or market event-specific scenario describing large, abrupt
changes of the underlying risk factors on the value of the positions and portfolios. A range of hypothetical
models picturing extreme shocks are daily mixed with various historical scenarios, applied for the entire
trading book portfolio of the Bank, the most adverse result being retained and compared with an approved
limit, derived from the market risk appetite.

The various stress test scenarios are subject to review and improvement, the accuracy of the assumptions
used under the active patterns being regularly monitored. The hypothesis validation aims to certify that
the shocks applied are still harsh enough and they model an unlikely event, otherwise timely detecting the
necessity to recalibrate them.

STRESS TEST ASSESSMENT - KEY NEGATIVE FIGURES (IN MEUR)

Begin of year End of year Minimum Average Maximum
2015 5.05 2.79 2.79 5.34 7.82
2016 1.84 3.23 0.77 4.15 8.82

Foreign exchange risk

The foreign exchange risk is the risk of loss resulting from changes in exchange rates, monitored for all
books. The Group and Bank manages the foreign currency risk by using limits for the open foreign
currency positions both by currency and at the level of global foreign currency position.

The table below indicates the currencies to which the Group and Bank had an exposure as at December
31% on its assets and liabilities. The analysis calculates the effect of a reasonably possible movement of
the currency rate against RON, with all other variables held constant, on the income statement and equity.
A negative amount in the table reflects a potential net reduction in income statement or equity, while a
positive amount reflects a net potential increase. An equivalent decrease in each of the below currencies
against RON would have resulted in an equivalent but opposite impact.

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.2 Market risk (continued)

The impact on equity does not contain the impact in income statement.

Group Bank
2016
Ch i X Ch i )
ange In Effect on profit Effect on ange In Effect on profit .
Currency currency rate A currency rate Effect on equity
before tax equity before tax
% %
EUR +5 (66,604) 1,698 +5 (68,092) 1,698
Other +5 (7,101) - +5 (7,328)
Group Bank
2015
Currenc! cu(‘r::]::g erlzr;te Efect on profit Effect on cufr::g erlzr;te Efect on profit Effect on equi
Y y before tax equity y before tax ity
% %
EUR +5 (58,169) 684 +5 (59,797) 684
Other +5 443 - +5 25 -

The accompanying notes are an integral part of these financial statements
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41.Risk management (continued)
41.2 Market risk (continued)

The Group and the Bank statement of financial position structure by currency is presented below:

Group Bank

December 31,2016 December 31,2016
ASSETS Total RON EUR Other Total RON EUR Other
Cash in hand 1,800,529 1,198,458 405,061 197,010 1,800,506 1,198,434 405,061 197,011
Due from Central Bank 5,339,460 3,682,968 1,656,492 - 5,339,460 3,682,968 1,656,492 -
Due frombanks 1,998,271 761,614 610,292 626,365 1,971,333 734,676 610,292 626,365
Derivatives and other financial instruments held for trading 1,203,282 909,583 293,699 0 1,203,299 909,601 293,698 0
Loans and advances to customers 27,838,705 16,321,393 11,333,767 183,545 27,384,110 15,928,499 11,272,066 183,545
Finance lease receivables 663,517 164,969 494,015 4,533 - - - -
Financial assets available for sale 11,609,855 10,075,822 1,360,149 173,884 11,585,000 10,050,966 1,360,150 173,884
Investments in associates and subsidiares 134,071 106,892 - 27,179 158,997 131,818 - 27,179
Goodwiill 50,130 50,130 - - 50,130 50,130 - -
Deferred taxasset 65,060 65,060 - - 61,321 61,321 - -
Non current assets and other assets 1,178,612 1,159,721 11,623 7,268 1,103,427 1,084,536 11,623 7,268
Total assets 51,881,492 34,496,610 16,165,098 1,219,784 50,657,583 33,832,949 15,609,382 1,215,252
LIABILITIES
Due to banks 531,601 287,334 185,294 58,973 531,601 287,334 185,294 58,973
Due to customers 42,192,749 26,317,161 13,435,543 2,440,045 42,290,738 26,370,213 13,480,480 2,440,045
Borrowed funds 1,101,558 467,397 634,161 - 138,451 75,175 63,276 -
Subordinated debt - - - - - - - -
Derivatives and other financial instruments held for trading 211,032 189,551 21,481 - 211,066 189,585 21,481 -
Current tax liability 142,082 142,082 - - 140,124 140,124 - -
Deferred tax liability 710 710 - - - - - -
Other liabilities 1,027,927 606,390 399,203 22,334 978,420 556,884 399,202 22,334
Shareholders' equity 6,673,833 6,673,833 - - 6,367,183 6,367,183 - -
Total liabilities and shareholders" equity 51,881,492 34,684,458 14,675,682 2,521,352 50,657,583 33,986,498 14,149,733 2,521,352
Position (187,848) 1,489,416 (1,301,568) (153,549) 1,459,649 (1,306,100)
Position off BS 127,915 (1,461,345) 1,333,430 127,915 (1,461,345) 1,333,430
Position total (59,933) 28,071 31,862 (25,634) (1,696) 27,330

The accompanying notes are an integral part of these financial statements
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41. Risk management (conti nued)

41.2 Market risk (continued)

Group Bank

December 31,2015 December 31,2015
ASSETS Total RON EUR Other Total RON EUR Other
Cash in hand 1,339,602 1,112,951 158,214 68,437 1,339,580 1,112,929 158,213 68,438
Due from Central Bank 7,480,319 5,091,407 2,388,912 - 7,480,319 5,091,405 2,388,912 -
Due frombanks 2,314,800 237,295 954,457 1,123,048 2,287,837 210,332 954,457 1,123,048
Derivatives and other financial instruments held for trading 1,218,112 792,188 424,575 1,349 1,218,133 792,209 424,575 1,349
Loans and advances to customers 26,741,471 13,703,545 12,803,821 234,105 26,376,424 13,338,500 12,803,820 234,105
Finance lease receivables 549,354 125,836 415,160 8,358 - - - -
Financial assets available for sale 9,208,959 7,924,993 1,254,522 29,444 9,190,919 7,911,345 1,252,200 27,375
Investments in associates and subsidiares 121,787 95,445 - 26,342 157,528 131,186 - 26,342
Goodwill 50,130 50,130 - - 50,130 50,130 - -
Deferred taxasset 19,194 19,194 - - 15,584 15,584 - -
Non current assets and other assets 1,134,882 1,126,947 7,161 774 1,076,412 1,068,476 7,162 774
Total assets 50,178,610 30,279,931 18,406,822 1,491,857 49,192,866 29,722,096 17,989,339 1,481,431
LIABILITIES
Due to banks 701,180 380,444 231,687 89,049 701,180 380,444 231,687 89,049
Due to customers 41,178,674 24,986,398 13,701,023 2,491,253 41,271,873 25,047,853 13,732,767 2,491,253
Borrowed funds 1,099,793 402,144 697,649 - 348,037 64,747 283,290 -
Subordinated debt - - - - - - - -
Derivatives and other financial instruments held for trading 153,210 131,331 21,879 - 153,218 131,339 21,879 -
Current tax liability 1,463 1,463 - - - - - -
Deferred tax liability 539 539 - - - - - -
Other liabilities 786,308 478,655 299,368 8,285 737,369 429,716 299,368 8,285
Shareholders' equity 6,257,443 6,257,443 - - 5,981,189 5,981,189 - -
Total liabilities and shareholders® equity 50,178,610 32,638,417 14,951,606 2,588,587 49,192,866 32,035,288 14,568,991 2,588,587
Position (2,358,486) 3,455,216 (1,096,730) (2,313,192) 3,420,348 (1,107,156)
Position off BS 2,229,049 (3,364,082) 1,135,033 2,229,049 (3,364,082) 1,135,033
Position total (129,437) 91,136 38,303 (84,143) 56,266 27,877

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.2 Market risk (continued)
Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or
the fair values of financial instruments. The main tool used in managing the interest rate risk in banking
book is the gap analysis, along with a measure of the balance sheet sensitivity to yield curve shifts. In
accordance with the Group’s policy, positions are monitored on a regular basis and appropriate strategies
are used to ensure positions are maintained within the established limits. The following table
demonstrates the sensitivity to a reasonable possible change in interest rates, with all other variables held
constant, of the Group’s and Bank’s income statement and equity.

Group Bank
December 31, 2016 December 31, 2016
h i h i
. Change in Effect on profit Effect on . Change in Effect on profit .
interest rate before tax eqity interest rate before tax Effect on equity
(bp) (bp)
100 (88,340) 14,476 100 (82,761) 15,892
(100 87,409 (14,476) (100) 82,761 (15,892)
December 31, 2015 December 31,2015
. Change in Effect on profit Effect on . Change in Effect on profit .
interest rate before tax eqity interest rate before tax Effect on equity
(bp) d (bp)
100 (71,042) 19,691 100 (66,955) 16,226
(100 70,241 (19,691) (100) 66,955 (16,226)

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the profit
or loss for the year, based on the financial assets and financial liabilities held at 31* December. The
sensitivity of equity is calculated by revaluing fixed rate available-for-sale financial assets at 31%
December considering the effects of the assumed changes in interest rates. The total sensitivity of the
income statement and equity is based on the assumption that there are parallel shifts in the yield curve.

The tables below analyse the Group’s and the Bank’s banking book interest rate risk exposure. The
Group’s assets and liabilities are included at carrying amount and gaps between outstanding assets and
liabilities are determined on the basis of the contractual terms of transactions, models based on clients’
historic behaviour patterns, as well as conventional assumptions relating to certain balance sheet items.

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.2 Market risk (continued)
Group

December 31,2016 0-1 months 1-3 months 3-12 months 1-5 years Ower 5 years Total
ASSETS

Cash in hand 198,080 32,736 147,314 812,820 609,579 1,800,529
Due from Central Bank 2,288,605 94,639 1,142,523 1,412,982 400,711 5,339,460
Due from banks 1,792,009 - 30,847 73,176 12,553 1,908,585
Derivatives and other financial instruments held for trading 312,264 - - - - 312,264
Loans and advances to customers 8,768,953 10,618,580 3,393,385 3,786,666 334,895 26,902,479
Financial lease receivables 28,370 201,930 224,167 209,050 - 663,517
Financial assets available for sale 439,271 43,436 2,753,350 4,388,423 3,985,375 11,609,855
Investments in associates and subsidiares 1,116 2,235 10,055 53,629 67,036 134,070
Goodwill 417 836 3,760 20,052 25,065 50,130
Deferred taxasset (208) 3,378 3,591 65,880 (7,581) 65,060
Non current assets and other assets 7,816 256,466 70,333 375,110 468,888 1,178,613
Total assets 13,836,693 11,254,235 7,779,325 11,197,788 5,896,520 49,964,562
Liabilities

Due to banks 83,302 90,822 - 22,706 - 196,830
Due to customers 14,533,079 7,204,450 9,723,953 6,907,278 3,534,837 41,903,597
Debt issued and borrowed funds 171,353 301,337 239,237 358,899 30,732 1,101,558
Subordinated debt - - - - - -
Derivative financial instruments 211,032 - - - - 211,032
Current tax liability - - 142,082 - - 142,082
Deffered tax liability 6 12 53 284 355 710
Other liabilities - 1,027,927 - - - 1,027,927
Total liabilities 14,998,772 8,624,548 10,105,325 7,289,167 3,565,924 44,583,736
Total shareholders' equity - - 667,383 2,669,533 3,336,917

Net position (1,162,079) 2,629,687 (2,993,383) 1,239,088 (1,006,320)

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.2 Market risk (continued)

Group

December 31, 2015 0-1 months 1-3 months 3-12 months 1-5 years Ower 5 years Total
ASSETS

Cash in hand 147,376 24,356 109,602 604,740 453,528 1,339,602
Due from Central Bank 3,950,017 230,744 1,100,093 1,825,422 374,043 7,480,319
Due from banks 2,159,688 3,336 18,294 85,729 30,847 2,297,893
Derivatives and other financial instruments held for trading 270,706 - - - - 270,706
Loans and advances to customers 8,560,139 10,391,550 2,666,112 4,235,370 153,751 26,006,922
Financial lease receivables 57,999 254,830 149,671 85,105 1,749 549,354
Financial assets available for sale 975,538 753,339 1,523,902 2,797,730 3,158,450 9,208,959
Investments in associates and subsidiares 1,015 2,030 9,134 48,715 60,893 121,787
Goodwill 417 836 3,760 20,052 25,065 50,130
Deferred taxasset (6,251) (3,080) 822 46,300 (18,597) 19,194
Non current assets and other assets 7,910 201,489 71,191 379,686 474,606 1,134,882
Total assets 16,124,554 11,859,430 5,652,581 10,128,849 4,714,335 48,479,748
Liabilities

Due to banks 50,914 113,113 - 22,623 - 186,650
Due to customers 15,383,927 6,412,579 8,925,293 6,837,685 3,471,683 41,031,167
Debt issued and borrowed funds 322,610 461,358 154,986 129,682 31,155 1,099,793
Subordinated debt - - - - - -
Derivative financial instruments 153,210 - - - - 153,210
Current tax liability - - 1,463 - - 1,463
Deffered tax liability 6 9 40 215 269 539
Other liabilities - 786,308 - - - 786,308
Total liabilities 15,910,667 7,773,367 9,081,782 6,990,205 3,503,107 43,259,130
Total shareholders' equity - - 625,744 2,502,977 3,128,722 6,257,443
Net position 213,887 4,086,063 (4,054,945) 635,667 (1,917,494)

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.2 Market risk (continued)

Bank

December 31,2016 0-1 months 1-3 months 3-12 months 1-5 years Ower 5 years Total
ASSETS

Cash in hand 198,057 32,736 147,314 812,820 609,579 1,800,506
Due from Central Bank 2,288,605 94,639 1,142,523 1,412,982 400,711 5,339,460
Due frombanks 1,790,178 - 18,294 73,176 - 1,881,648
Derivatives and other financial instruments held for trading 312,280 - - - - 312,280
Loans and advances to customers 8,747,043 10,627,862 3,419,780 3,318,904 334,295 26,447,884
Financial assets available for sale 439,271 43,436 2,753,350 4,363,568 3,985,375 11,585,000
Investments in associates and subsidiares 1,324 2,650 11,925 63,599 79,499 158,997
Goodwill 417 836 3,760 20,052 25,065 50,130
Deferred taxasset (241) 3,315 3,281 64,455 (9,489) 61,321
Non current assets and other assets 7,710 193,442 69,406 370,164 462,705 1,103,427
Total assets 13,784,644 10,998,916 7,569,633 10,499,720 5,887,740 48,740,653
Liabilities

Due to banks 83,303 90,822 - 22,706 - 196,831
Due to customers 14,575,769 7,205,586 9,729,063 6,939,992 3,551,175 42,001,585
Debt issued and borrowed funds 1,036 37,782 18,469 50,432 30,732 138,451
Subordinated debt - - - - - -
Derivative financial instruments 211,066 - - - - 211,066
Deffered tax liability - - - - - -
Other liabilities - 978,420 - - - 978,420
Total liabilities 14,871,174 8,312,610 9,747,532 7,013,130 3,581,907 43,526,353
Total shareholders® equity - - 636,718 2,546,873 3,183,592 6,367,183
Net position (1,086,530) 2,686,306 (2,814,617) 939,717 (877,759)

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.2 Market risk (continued)

Bank

December 31, 2015 0-1 months 1-3 months 3-12 months 1-5 years Ower 5 years Total
ASSETS

Cash in hand 147,354 24,356 109,602 604,740 453,528 1,339,580
Due from Central Bank 3,950,146 230,615 1,100,093 1,825,422 374,043 7,480,319
Due from banks 2,157,831 3,336 18,294 73,176 18,294 2,270,931
Derivatives and other financial instruments held for trading 270,727 - - - - 270,727
Loans and advances to customers 8,578,534 10,400,170 2,690,879 3,822,618 149,676 25,641,877
Financial assets available for sale 975,539 753,339 1,523,902 2,779,690 3,158,450 9,190,920
Investments in associates and subsidiares 1,312 2,625 11,815 63,011 78,764 157,527
Goodwill 417 836 3,760 20,052 25,065 50,130
Deferred taxasset (6,295) (3,152) 526 44,955 (20,450) 15,584
Non current assets and other assets 7,792 156,820 70,138 374,072 467,590 1,076,411
Total assets 16,083,357 11,568,945 5,529,009 9,607,736 4,704,960 47,494,006
Liabilities

Due to banks 50,915 113,113 - 22,623 - 186,650
Due to customers 15,422,783 6,412,982 8,927,107 6,875,694 3,485,800 41,124,366
Debt issued and borrowed funds 138,345 120,176 10,551 47,810 31,155 348,037
Subordinated debt - - - - - -
Derivative financial instruments 153,218 - - - - 153,218
Other liabilities - 737,369 - - - 737,369
Total liabilities 15,765,261 7,383,640 8,937,658 6,946,127 3,516,955 42,549,640
Total shareholders' equity - - 598,119 2,392,476 2,990,591 5,981,189
Net position 318,096 4,185,305 (4,006,768) 269,133 (1,802,586)

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.3 Liquidity risk

The liquidity risk is associated either with the difficulty of an enterprise to raise necessary funds in order
to meet commitments or with its inability to monetize a financial asset quickly and for an amount close to
its fair value.

The Group manages the exposure to the liquidity risk using a specific framework designed to manage it
both under normal day-to-day conditions and in the event of a potential liquidity crisis. The liquidity risk
management approach starts at the intraday level managing the daily payments flows, forecasting and
managing cash flows, and factoring in the access to central bank monetary policy operations and standing
facilities. It then covers a longer term perspective, comprising the maturity profile of all assets and
liabilities and the funding strategy.

The liquidity risk position, under normal conditions, is measured at consolidated level using the static
liquidity gaps indicator which is defined as the difference between the expected future inflows and
outflows related to the current transactions (no new business included), determined for each time bucket
and currency based on the contractual maturity of the transactions, considering also embedded options
(e.g. prepayment for loans) or, for non-maturing products, based on a maturity modelled using historical
client behaviour or a conventional maturity. For each budgeting and planning exercise, the future funding
needs are assessed starting from the actual liquidity position and budgeted evolution of assets and
liabilities. When a deficit is expected, funding solutions are assessed and appropriate actions are planned.

The Group performs liquidity risk stress tests on a quarterly basis in order to identify and quantify its
exposures to possible liquidity stresses, analyzing potential impacts on the cash flows and liquidity
position. The Group is considering 3 liquidity crisis scenarios: specific to the Group (idiosyncratic),
systemic and a combination of both. The Group maintains a liquidity buffer of unencumbered, high
quality liquid assets as an insurance against a range of liquidity stress scenarios. A contingency funding
plan is designed to protect the stakeholders’ interests and to ensure positive outcome in the event of a
liquidity crisis.

The maturity structure of the Group’s and the Bank’s assets and liabilities as of December 31, 2016 and
2015 is as follows:

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.3 Liquidity risk (continued) Group

Group

Without
December 31, 2016 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined

maturity
ASSETS
Cash in hand 1,800,529 198,080 32,736 147,314 812,820 609,579 -
Due from Central Bank 5,339,460 2,288,605 94,639 1,142,523 1,412,982 400,711 -
Due from banks 1,998,271 1,881,695 - 30,847 73,176 12,553 -
Derivatives and other financial instruments held for trading 1,203,282 1,203,282 - - - - -
Loans and advances to customers 27,838,705 1,527,382 934,902 3,503,498 12,199,849 9,673,074 -
Financial lease receivables 663,517 23,146 26,433 196,894 414,803 2,241 -
Financial assets available for sale 11,609,855 11,511,125 - - 98,730 - -
Investments in associates and subsidiares 134,071 1,116 2,235 10,055 53,629 67,036 -
Goodwill 50,130 417 836 3,760 20,052 25,065 -
Deferred tax asset 65,060 (208) 3,378 3,591 65,880 (7,581) -
Non current assets and other assets 1,178,612 7,816 256,465 70,333 375,110 468,888 -
Total assets 51,881,492 18,642,456 1,351,624 5,108,815 15,527,031 11,251,566 -
LIABILITIES
Due to banks 531,601 418,073 - 22,706 90,822 - -
Due to customers 42,192,749 9,550,159 1,864,120 6,873,970 15,899,524 8,004,976 -
Debt issued and borrowed funds 1,101,558 45,019 103,252 340,431 581,510 31,346 -
Subordinated debt - - - - - - -
Derivative financial instruments 211,032 211,032 - - - - -
Current tax liability 142,082 - - 142,082 - - -
Deffered tax liability 710 6 12 53 284 355 -
Other liabilities 1,027,927 - 1,027,927 - - - -
Shareholders' equity 45,207,659 10,224,289 2,995,311 7,379,242 16,572,140 8,036,677 -
Total shareholders equity 6,673,833 - - 667,383 2,669,533 3,336,917 -
Gap 8,418,167 (1,643,687) (2,937,810) (3,714,642) (122,028) -
Cumulative gap 8,418,167 6,774,480 3,836,670 122,028 0 -

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.3 Liquidity risk (continued) Group

Without
December 31, 2015 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined

maturity
ASSETS
Cash in hand 1,339,602 147,376 24,356 109,602 604,740 453,528 -
Due from Central Bank 7,480,319 3,950,017 230,744 1,100,093 1,825,422 374,043 -
Due from banks 2,314,800 2,176,594 - 21,630 85,729 30,847 -
Derivatives and other financial instruments held for trading 1,218,112 1,218,112 - - - - -
Loans and advances to customers 26,741,471 1,416,106 953,787 3,942,184 12,308,829 8,120,565 -
Financial lease receivables 549,354 21,955 42,394 150,520 307,826 26,659 -
Financial assets available for sale 9,208,959 8,785,521 2,801 10,402 147,603 262,632 -
Investments in associates and subsidiares 121,787 1,015 2,030 9,134 48,715 60,893 -
Goodwill 50,130 417 836 3,760 20,052 25,065 -
Deferred tax asset 19,194 (6,251) (3,080) 822 46,300 (18,597) -
Non current assets and other assets 1,134,882 5,805 203,593 71,191 379,686 474,607 -
Total assets 50,178,610 17,716,667 1,457,461 5,419,338 15,774,902 9,810,242 -
Liabilities
Due to banks 701,179 565,444 - 22,623 90,490 22,623 -
Due to customers 41,178,674 10,000,478 2,148,438 6,509,979 15,526,510 6,993,269 -
Debt issued and borrowed funds 1,099,793 189,377 75,610 274,465 524,339 36,002 -
Subordinated debt - - - - - - -
Derivative financial instruments 153,210 153,210 - - - - -
Current tax liability 1,463 - - 1,463 - - -
Deffered tax liability 539 6 9 40 215 269 -
Other liabilities 786,308 - 786,308 - - - -
Shareholders' equity 43,921,166 10,908,515 3,010,365 6,808,570 16,141,554 7,052,163 -
Total shareholders equity 6,257,443 - - 625,744 2,502,977 3,128,722 -
Gap 6,808,152 (1,552,904) (2,014,976) (2,869,629) (370,643) -
Cumulative gap 6,808,152 5,255,248 3,240,272 370,643 (0) -

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.3 Liquidity risk (continued) Bank

Bank

Without
December 31, 2016 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined

maturity
ASSETS
Cash in hand 1,800,506 198,057 32,736 147,314 812,820 609,579 -
Due from Central Bank 5,339,460 2,288,605 94,639 1,142,523 1,412,982 400,711 -
Due from banks 1,971,333 1,879,863 - 18,294 73,176 - -
Derivatives and other financial instruments held for trading 1,203,299 1,203,299 - - - - -
Loans and advances to customers 27,384,110 1,500,218 974,188 3,525,985 11,711,244 9,672,475 -
Financial lease receivables -
Financial assets available for sale 11,585,000 11,511,124 - - 73,876 - -
Investments in associates and subsidiares 158,997 1,324 2,650 11,925 63,599 79,499 -
Goodwill 50,130 417 836 3,760 20,052 25,065 -
Deferred tax asset 61,321 (241) 3,315 3,281 64,455 (9,489) -
Non current assets and other assets 1,103,427 7,710 193,442 69,406 370,164 462,705 -
Total assets 50,657,583 18,590,376 1,301,806 4,922,488 14,602,368 11,240,545 -
Liabilities
Due to banks 531,601 418,073 - 22,706 90,822 - -
Due to customers 42,290,738 9,563,578 1,870,256 6,903,348 15,932,241 8,021,315 -
Debt issued and borrowed funds 138,451 1,036 19,380 36,871 50,432 30,732 -
Subordinated debt - - - - - - -
Derivative financial instruments 211,066 211,066 - - - - -
Current tax liability 140,124 - - 140,124 - - -
Deffered tax liability - - - - - - -
Other liabilities 978,420 - 978,420 - - - -
Shareholders' equity 44,290,400 10,193,753 2,868,056 7,103,049 16,073,495 8,052,047 -
Total shareholders equity 6,367,183 - - 636,718 2,546,873 3,183,592 -
Gap 8,396,623 (1,566,250) (2,817,279) (4,018,000) 4,906 -
Cumulative gap 8,396,623 6,830,373 4,013,094 (4,906) (0) -

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.3 Liquidity risk (continued) Bank

Without
December 31, 2015 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined

maturity
ASSETS
Cash in hand 1,339,580 147,354 24,356 109,602 604,740 453,528 -
Due from Central Bank 7,480,319 3,950,146 230,615 1,100,093 1,825,422 374,043 -
Due from banks 2,287,837 2,174,737 - 21,630 73,176 18,294 -
Derivatives and other financial instruments held for trading 1,218,133 1,218,133 - - - - -
Loans and advances to customers 26,376,425 1,404,776 968,741 3,990,341 11,896,077 8,116,490 -
Financial assets available for sale 9,190,919 8,785,521 2,801 10,402 129,563 262,632 -
Investments in associates and subsidiares 157,527 1,312 2,625 11,815 63,011 78,764 -
Goodwill 50,130 417 836 3,760 20,052 25,065 -
Deferred tax asset 15,584 (6,296) (3,152) 526 44,955 (20,450) -
Non current assets and other assets 1,076,412 7,793 156,820 70,138 374,072 467,590 -
Total assets 49,192,866 17,683,893 1,383,642 5,318,307 15,031,068 9,775,956 -
Liabilities
Due to banks 701,180 565,446 - 22,623 90,490 22,623 -
Due to customers 41,271,873 10,039,327 2,148,842 6,511,795 15,564,522 7,007,389 -
Debt issued and borrowed funds 348,037 138,346 19,926 29,856 123,907 36,002 -
Subordinated debt - - - - - - -
Derivative financial instruments 153,218 153,218 - - - - -
Deffered tax liability - - - - - - -
Other liabilities 737,368 - 737,368 - - - -
Shareholders® equity 43,211,676 10,896,337 2,906,136 6,564,274 15,778,919 7,066,014 -
Total shareholders equity 5,981,189 - - 598,119 2,392,476 2,990,591 -
Gap 6,787,556 (1,522,494) (1,844,086) (3,140,327) (280,649) -
Cumulative gap 6,787,556 5,265,062 3,420,976 280,649 (0) -

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.3 Liquidity risk (continued)

Future undiscounted cash flows

The tables below summarize the maturity profile of the financial liabilities based on contractual undiscounted repayment obligations.

Group
Without
December 31, 2016 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined
maturity
LIABILITIES
Due to banks 540,141 418,130 214 24,511 97,286 - -
Due to customers 42,434,368 9,617,220 1,894,784 6,966,661 15,947,454 8,008,249 -
Debt issued and borrowed funds 1,117,343 46,528 105,592 346,775 587,099 31,349 -
Subordinated debt - - - - - - -
Derivative financial instruments (2,555,769) (1,645) (5,579) (750,921) (1,778,977) (18,647) -
Current tax liability 142,082 - - 142,082 - - -
Deffered tax liability 710 - - - - - 710
Other liabilities except for fair values of derivatives 1,027,927 - 1,027,927 - - - -
Letters of guarantee granted 5,785,743 5,785,743 - - - - -
Total liabilities 48,492,545 15,865,976 3,022,938 6,729,108 14,852,862 8,020,951 710
Without
Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined
December 31, 2015 maturity
LIABILITIES
Due to banks 712,233 565,499 253 24,538 98,314 23,629 -
Due to customers 41,587,673 29,507,421 4,453,182 5,961,422 1,551,180 114,468 -
Debt issued and borrowed funds 1,127,983 203,476 79,864 281,596 526,872 36,175 -
Subordinated debt - - - - - - -
Derivative financial instruments 173,345 (11,028) (2,073) 19,405 148,391 18,650 -
Current tax liability 1,463 - - 1,463 - - -
Deffered tax liability 539 - - - - - 539
Other liabilities except for fair values of derivatives 737,369 - 737,369 - - - -
Letters of guarantee granted 6,200,625 6,200,625 - - - - -
Total liabilities 50,541,230 36,465,993 5,268,595 6,288,424 2,324,757 192,922 539

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)

41.3 Liquidity risk (continued)
Future undiscounted cash flows (continued)

Bank

Without
December 31, 2016 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined
maturity
LIABILITIES
Due to banks 540,141 418,130 214 24,511 97,286 - -
Due to customers 34,538,022 9,630,161 1,904,387 7,005,087 15,992,555 5,831 -
Debt issued and borrowed funds 108,582 1,328 19,758 37,064 50,432 - -
Subordinated debt - - - - - - -
Derivative financial instruments (2,555,750) (1,645) (5,561) (750,921) (1,778,977) (18,647) -
Current tax liability 140,124 - 140,124 - - - -
Deffered tax liability - - - - - - -
Other liabilities except for fair values of derivatives 978,421 - 978,421 - - - -
Letters of guarantee granted 5,822,732 5,822,732 - - - - -
Total liabilities 39,572,271 15,870,706 3,037,342 6,315,741 14,361,296 (12,816) -
Without
December 31, 2015 Total 0-1 months 1-3 months 3-12 months 1-5 years Over 5 years defined
maturity
LIABILITIES
Due to banks 712,233 565,499 253 24,538 98,314 23,629 -
Due to customers 41,685,325 29,550,269 4,453,387 5,961,730 1,611,014 108,925 -
Debt issued and borrowed funds 350,812 138,362 21,437 30,482 124,454 36,077 -
Subordinated debt - - - - - - -
Derivative financial instruments 165,003 (11,020) (2,084) 16,857 142,600 18,650 -
Current tax liability 153,218 - - 153,218 - - -
Deffered tax liability - - - - - - -
Other liabilities except for fair values of derivatives 737,368 - 737,368 - - - -
Letters of guarantee granted 6,240,636 6,240,636 - - - - -
50,044,595 36,483,746 5,210,361 6,186,825 1,976,382 187,281 -

Total liabilities

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.4 Operational risk

Operational risk is defined as the risk of incurring losses or not realizing the estimated benefits as a result
of inadequate processes or deficiencies caused by internal factors (internal regulations, staff, internal
systems) or external factors (economic context, banking system evolutions, disasters, fires, assaults, etc).
It includes events of low probability, but with high loss severity. Operational risk so defined includes
legal risk and excludes strategic risk and reputation risk.

The Group’s operational risk management system was developed and strengthened over the years and
allows:

> identification, analysis and evaluation, control and monitoring of operational risks;

» implementation of measures meant to improve and strengthen the control system, in order to
prevent/reduce operational risk losses;

» regulatory compliance regarding calculation of capital requirements for operational risk.

The day to day management of operational risk is the responsibility of employees from each business
unit. The personnel have to be always aware of their responsibilities in connection with identification and
reporting of operational risks and other duties which may arise in relation with the management of
operational risks.

Operational risk management tools put in place at BRD are:

» Historical operational risk losses database;

Key risk indicators (KRI);

Risk and control self-assessment process (RCSA);
Scenario analysis;

Managerial supervision of processes (MS);

Fraud identification and prevention system;

YV V.V V VYV V

Committee for New Products and Significant Changes of Activity, which ensures the assessment
of operational risks associated with new products, outsourcing of activities and significant
transformations of activity;

»  Crisis management and business continuity plan (BCP).

In 2016, the Group operational risk strategy focused on the following axes:

» Automation of operational risk flows (declaration, monitoring, reconciliation, etc), through the
implementation of a dedicated tool, in order to improve collection, analysis, declaration and
monitoring of operational risks;

» Running of business impact analysis, continuously updating BCP crisis scenarios as well as
closely following up the annual tests and training / awareness of staff;

» Improvement of communication on operational risk for all bank’s entities;

» Training and awareness programs targeting the personnel involved in operational risk
management;

» Enhancement of antifraud control culture.

Information security risk is managed at the level of Information System Direction. The management of IT
risk is performed through: annually revision of the internal regulatory framework on IT perimeter,
maintaining the PCI-DSS certification, continuous adaptation of the risk scenarios, risk evaluation for

The accompanying notes are an integral part of these financial statements
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41. Risk management (continued)
41.4 Operational risk (continued)

new projects, centralized management of user’s rights for sensitive applications and infrastructure,
recurrent awareness campaigns on topical security issues, backup and business continuity policy.

As member of the Societe Generale Group, BRD is using since 2008 the Advanced Measurement
Approach (AMA) for the calculation of operational risk capital requirement.

42. Capital management

Starting 1st January 2014 BRD Group calculates the capital requirements in accordance with Basel 3
principles, implemented in the European Union law by the capital Directive (CRD IV - 36/2013) ,
Regulation (CRR — 575/2013), technical regulatory standards and technical implementation standards
issued by the European Banking Authority.

Locally, the European requirements are adopted through National Bank of Romania (NBR) prudential
regulations for credit institutions and investment firms: OUG 99/2006 on credit institutions and capital
adequacy and NBR Regulation no. 5/2013 regarding prudential requirements.

Please find below a summary of the capital requirements indicators in million RON:

Group Bank
2016 2015 2016 2015
Eligible CET1 5,868 5,624 5,585 5,366
Eligible CET1 after adjustments 6,010 5,762 5,727 5,504
Total Tier 1 capital 5,575 5,283 5,210 4,857
TOTAL OWN FUNDS 5,575 5,283 5,210 4,857
Total capital requirement 2,192 2,213 2,110 2,149
Credit risk (including counterparty risk) 24,592 24,744 23,601 23,975
Market risk 238 303 236 322
Operational risk 2,406 2,446 2,370 2,397
CVA risk 166 168 166 168
Total risk exposure amount 27,402 27,661 26,373 26,862
Regulatory CAR 20.35% 19.10% 19.76% 18.08%
Tier 1 ratio 20.35% 19.10% 19.76% 18.08%

Group’s and Bank’s own funds comprises Tier 1 capital. As at December 31, 2016 and December 31,
2015 the Bank has no Tier 2 capital instruments.

Tier 1 capital includes eligible capital, eligible reserves, other comprehensive income less regulatory
deductions. The Group and Bank include the profit of the year in the own funds presented above as at
December 31, 2016 and December 31, 2015.

The Group and Bank was compliant with the adequacy ratios throughout the year.

The accompanying notes are an integral part of these financial statements
95



BRD — Groupe Société Générale S.A.
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
(Amounts in thousands RON)

43. Fair value
Determination of fair value and fair value hierarchy
To determine and disclose the fair value hierarchy of the financial instruments, the Group follows the
three-level classification of the inputs to valuation technigques used to measure fair value:

e Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;

Level 1 instruments contain the government bonds, priced directly by external counterparties on
various dealing platforms (Bloomberg, Reuters etc);

e Level 2: other inputs than those quoted princes included within Level 1, that are observable for
that particular asset or liability, either directly (i.e. prices) or indirectly (i.e. derived from prices);

Level 2 instruments include in particular securities that can not directly be quoted on the market
(e.g. corporate bonds) and firm derivates, with standard features and common maturities, whose
value can be retrieved or derived from market data;

e Level 3: inputs that are not based on observable market data (unobservable inputs).

Level 3 instruments include options traded over-the-counter and other derivatives with
specifically-tailored return profiles and/or maturities extended over the normal spectrum;

The following table shows an analysis of financial instruments recorded at fair value by level of the fair
value hierarchy:

The accompanying notes are an integral part of these financial statements
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as of and for the year ended December 31, 2016

(Amounts in thousands RON)

43. Fair value (continued)

Assets measured at fair value

Financial assets

Derivative financial instruments
Interest rate swaps
Currency swaps
Forward foreign exchange contracts
Options

Financial assets available for sale
Treasury notes
Equity investments (listed)
Equity investments (not listed)
Other securities quoted

Trading treasury notes
Total

Assets for which fair value is disclosed

Cash in hand

Due from Central Bank

Due from banks

Loans and advances to customers
Financial lease receivables

Total

Group Bank
31 decembrie 2016 31 decembrie 2016
Lewel 1 Lewel 2 Lewel 3 Total Lewel 1 Lewel 2 Lewel 3 Total
- 197,954 - 197,954 - 197,954 - 197,954
- 30,124 - 30,124 - 30,141 - 30,141
- 18,664 - 18,664 - 18,664 - 18,664
- 65,522 65,522 - 65,522 65,522
- 246,742 65,522 312,264 - 246,759 65,522 312,281
11,517,101 - - 11,517,101 11,517,101 - - 11,517,101
3,296 - - 3,296 3,296 - - 3,296
- - 22,983 22,983 - - 22,983 22,983
66,475 - - 66,475 41,620 - - 41,620
11,586,872 - 22,983 11,609,855 11,562,017 - 22,983 11,585,000
891,018 - - 891,018 891,018 - - 891,018
12,477,890 246,742 88,505 12,813,137 12,453,035 246,759 88,505 12,788,299
1,800,529 - - 1,800,529 1,800,506 - - 1,800,506
- - 5,339,460 5,339,460 - 5,339,460 5,339,460
- - 1,998,271 1,998,271 - 1,971,333 1,971,333
- - 27,995,196 27,995,196 - - 27,565,687 27,565,687
- - 668,235 668,235 - - - -
1,800,529 - 36,001,162 37,801,691 1,800,506 - 34,876,480 36,676,986

The accompanying notes are an integral part of these financial statements
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BRD — Groupe Société Générale S.A.

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016

(Amounts in thousands RON)

43. Fair value (continued)

Group Bank
December 31,2016 December 31,2016

Liabilities measured at fair value Lewel 1 Lewel 2 Lewel 3 Total Lewel 1 Lewel 2 Lewel 3 Total
Financial liabilities
Derivative financial instruments

Interest rate swaps - 43,094 - 43,094 - 43,094 - 43,094

Currency swaps - 18,456 - 18,456 - 18,490 - 18,490

Forward foreign exchange contracts - 28,077 - 28,077 - 28,077 - 28,077

Options - 65,835 65,835 - - 65,835 65,835
Total - 89,627 65,835 155,462 - 89,661 65,835 155,496
Trading treasury notes 55,570 - - 55,570 55,570 - - 55,570
Total 55,570 89,627 - 211,032 55,570 89,661 65,835 211,066
Liabilities for which fair value is disclosed
Due to banks - 531,601 - 531,601 - 531,601 - 531,601
Due to customers - 42,197,955 - 42,197,955 - 42,295,957 - 42,295,957
Borrowed funds - 1,101,558 - 1,101,558 - 138,451 - 138,451
Total - 43,831,114 - 43,831,114 - 42,966,009 - 42,966,009

The accompanying notes are an integral part of these financial statements
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(Amounts in thousands RON)

43. Fair value (continued)

Assets measured at fair value

Financial assets

Derivative financial instruments
Interest rate swaps
Currency swaps
Forward foreign exchange contracts
Options

Financial assets available for sale
Treasury notes
Equity investments (listed)
Equity investments (not listed)
Other securities quoted
Obligatiuni municipale

Trading treasury notes
Total

Assets for which fair value is disclosed

Cash in hand

Due from Central Bank

Due frombanks

Loans and advances to customers
Financial lease receivables

Total

Group Bank
31 decembrie 2015 31 decembrie 2015
Lewel 1 Lewel 2 Lewel 3 Total Lewel 1 Lewel 2 Lewel 3 Total

- 169,662 - 169,662 - 169,662 - 169,662
- 15,302 - 15,302 - 15,323 - 15,323
- 14,074 - 14,074 - 14,074 - 14,074
- 71,669 - 71,669 - 71,669 - 71,669
- 270,707 - 270,707 - 270,727 - 270,727
8,772,381 - - 8,772,381 8,772,381 - - 8,772,381
3,069 - - 3,069 3,069 - - 3,069
- - 86,752 86,752 - - 86,752 86,752
74,718 - - 74,718 56,677 - - 56,677
- - 272,040 272,040 - - 272,040 272,040
8,850,168 - 358,792 9,208,960 8,832,127 - 358,792 9,190,919
947,406 - - 947,406 947,406 - - 947,406
9,797,574 270,707 358,792 10,427,073 9,779,533 270,727 358,792 10,409,053
1,339,602 - - 1,339,602 1,339,580 - - 1,339,580
- - 7,480,319 7,480,319 - - 7,480,319 7,480,319
- - 2,314,800 2,314,800 - - 2,287,837 2,287,837
- - 28,411,522 28,411,522 - - 28,048,887 28,048,887

- - 553,377 553,377 - - - -
1,339,602 - 38,760,018 40,099,620 1,339,580 - 37,817,043 39,156,623

The accompanying notes are an integral part of these financial statements
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43. Fair value (continued)

Liabilities measured at fair value

Financial liabilities

Derivative financial instruments
Interest rate swaps
Currency swaps
Forward foreign exchange contracts
Options

Total

Liabilities for which fair value is disclosed

Due to banks

Due to customers
Borrowed funds
Subordinated debt
Total

Group Bank
December 31,2015 December 31,2015
Lewel 1 Lewel 2 Lewel 3 Total Lewel 1 Lewel 2 Lewel 3 Total
- 47,080 - 47,080 47,080 47,080
- 27,517 - 27,517 27,524 27,524
- 6,332 - 6,332 6,332 6,332
- 72,281 - 72,281 72,281 72,281
- 153,210 - 153,210 - 153,218 - 153,218
- 704,462 - 704,462 704,462 704,462
- 41,393,856 - 41,393,856 41,487,542 41,487,542
- 1,108,794 - 1,108,794 350,886 350,886
- 43,207,113 - 43,207,113 - 42542890 - 42,542,890

The accompanying notes are an integral part of these financial statements
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
as of and for the year ended December 31, 2016
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43. Fair value (continued)
Financial instruments measured at fair value

The following is a description of the determination of fair value for financial instruments which are
recorded at fair value using valuation techniques. These incorporate the Group’s estimate of assumptions
that a market participant would make when valuing the instruments.

Treasury notes are represented by treasury bills and bonds, and are classified as financial assets available
for sale or financial instruments held for trading, being measured using a valuation technique based on
market quotes published by Bloomberg or by Reuters (market approach).

Derivatives
The fair value of the derivatives is determined using valuation techniques commonly known on the
market, such as discounted cash flows for swaps or Black-Sholes formula for options.

Firm derivates — interest rate swaps, currency swaps and forward foreign exchange contracts, are the
main derivative products measured using as valuation technique the income approach (discounting cash
flows) and incorporating observable inputs from market (foreign exchange spot rate, forward rates,
interest rate rates, futures), both directly observable ones (explicit parameters) and indirectly observable
ones.

The directly observable parameters are variables that come directly from the market and are presummed
to be easily available, accesible to each market participant. The main explicit parameters used in valuation
of firm financial instruments are interbank fixing FX rates published by NBR, interbank swap points,
interbank bid/ask interest rates, futures quotes on EUR and USD. Implicit parameters are variables
obtained through standard intermediary calculation, using market prices for relevant financial
instruments. The yield curves designated at the level of each product and currency are fed with explicit
parameters according to the pre-set configuration, facilitating the computation of implict parameters used
in computing the fair vaue such as Zero-coupons, Discount Factors and Forward Interest Rates.

Conditional derivatives - FX options, interest rate options and equity options, are valued daily, using the
mark-to-model approach. The model is calibrated to derive the value of the option based on the current
market conditions (spot rates) and the future values presumed to be attained by the underlying (forward
exchange rates, FRASs etc), integrating in the calculation the standard option-sensitivities (delta, gamma,
vega, theta), along with information regarding the size of the positions and the liquidity of the instrument.
The fair value is determined through SG’s computation module, the values of the specific parameters
being daily retrieved from the market and stored in the database, serving as direct input in the daily final
formula or further used for the statistical calculation implied by the valuation process.

BRD manages the group of these financial asset s and liabilities (options) on the basis of the entity’s net
exposure to a particular market risk (foreign exchange, interest rate, price risk) and, according to the
trading book policy in place, BRD assumes no residual market risk induced by option-trading. Any
bought option is perfectly matched on the same day with a sold option, identical in terms of option type,
underlying, exercise prices, maturity. The perfect back-to-back system is subject to daily controls
performed at back-office level, to ensure that no mismatch occured and there is no residual open position
on options. Therefore, the impact of a specific change on the estimated value on one non-observable
parameter used on the valuation of an option classified/ accounted as financial asset is offset by same
specific change on estimated value of the same non-observable parameter on the valuation of the mirror-
replicated option classified/ accounted as financial liability.

The accompanying notes are an integral part of these financial statements
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43. Fair value (continued)
Equities

These assets are valued using models which sometimes only incorporate data observable in the market
and at other times use both observable and non-observable data. The non-observable inputs to the models
include assumptions regarding the financial performance of the investee.

The fair value of equity instruments not listed classified as available for sale financial assets and
consisting of ordinary shares of other entities is determined by using the net assets of the entities as at the
end of the last closed reporting period. The entities net assets represent the best estimation of the current
replacement cost that would be paid in order to replace the holding as it consists of the initial capital
investment adjusted by the financial performance of the entity.

In the case of Visa share, following the acquisition of VISA Europe by VISA Inc, transaction which was
closed in 2016, the Bank, as principal member, received a share of the sale proceeds, having both a cash
component and a share in VISA Inc component. Following the SG approach, in order to determine the
fair value of the share, the Bank adjusted the sale proceeds using some prudential haircuts (liquidity,
litigation risks etc).

Fair value of financial assets and liabilities not carried at fair value

Financial assets

Deposits with banks, loans originated by the Group and leases are measured at amortized cost using the
effective interest rate method less any impairment allowance.

For deposits with banks, amortized cost is estimated to approximate fair value due to their short—term
nature, interest rates reflecting current market conditions and no significant transaction costs.

For loans and lease receivables the fair value is determined by using discounted cash-flows based on
interest rate offered to similar products and similar time horizons.

Financial liabilities
The amortized cost of deposits from banks and customers is considered to approximate their respective
fair values, since these items have predominantly short maturities, carry interest rates reflecting current

market conditions and are settled without significant transaction costs.

For due to customers and borrowings amounts the fair value is determined by using discounted cash-
flows based on interest rate offered to similar products and customers and with similar time horizons.

The accompanying notes are an integral part of these financial statements
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43. Fair value (continued)

The following table presents the fair value and the carrying amount per type of financial instrument.

Group Bank
31 decembrie 2016 31 decembrie 2015 December 31,2016 31 decembrie 2015
Carryingvalue  Fairvalue  Carrying value  Fair value Carrying value Fair value Carrying value  Fair value
Financial assets
Cash in hand 1,800,529 1,800,529 1,339,602 1,339,602 1,800,506 1,800,506 1,339,580 1,339,580
Due from Central Bank 5,339,460 5,339,460 7,480,319 7,480,319 5,339,460 5,339,460 7,480,319 7,480,319
Due frombanks 1,998,271 1,998,271 2,314,800 2,314,800 1,971,333 1,971,333 2,287,837 2,287,837
Loans and advances to customers 27,838,705 27,995,196 26,741,471 28,411,522 27,384,110 27,565,687 26,376,425 28,048,887
Financial lease receivables 663,517 668,235 549,354 553,377 - - -
37,640,482 37,801,691 38,425,546 40,099,620 36,495,409 36,676,986 37,484,161 39,156,623
Financial liabilities
Due to banks 531,601 531,601 701,180 704,462 531,601 531,601 701,180 704,462
Due to customers 42,192,749 42,197,955 41,178,674 41,393,856 42,290,738 42,295,957 41,271,873 41,487,542
Borrowed funds 1,101,558 1,101,558 1,099,793 1,108,794 138,451 138,451 348,037 350,886
43,825,908 43,831,114 42,979,647 43,207,069 42,960,790 42,966,009 42,321,090 42542 847

The accompanying notes are an integral part of these financial statements
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43. Fair value (continued)

The methods and significant assumptions applied in determining the fair value of the elements in the table
above are listed below.

The fair value of fixed rate instruments is estimated by discounting the maturing cash flows with discount
factors derived from the rates offered to similar clients, for similar products on similar maturities. The fair
value of floating instruments is estimated by discounting from the next re-pricing date using as discount
factors rates offered to similar clients, for similar products on similar time horizons.

Changes in the credit quality of loans within the portfolio are not taken into account in determining gross
fair values, as the impact of impairment is recognized separately by deducting the amount of the
allowance for credit losses from both carrying and fair values.

For the purposes of the fair value disclosure, the interest accrued to date is included in the carrying value
of the financial instruments.

The transfers between levels of fair value hierarchy are deemed to have occurred the date of the event or
change in circumstances that caused the transfer, but not later that the end of the reporting period.

Movement in level 3:

Equity investments Municipal Options ~ Options

(not listed) Bonds A) L)

Closing balance as at December 31, 2014 5,727 77,986

Acquisitions 1,081 195,120

Sales a7 -

Reimbursements - (7,499)

Gain losses from change in fair value 79,961 6,433

Closing balance as at December 31, 2015 86,752 272,040

Transfers into Level 3 71,669 72,281
Acquisitions 18,878 4,911 15,061 15,061
Sales (79,902) - (3,339) (3,339)
Reimbursements - (12,466) (23,633) (23,633)
Gain losses fromchange in fair value (2,745) (2,076) 5,764 5,465
Reclassification - (262,409)

Closing balance as at December 31, 2016 22,983 - 65,522 65,835

During 2016 the Group and Bank reclassified the municipal bonds (Timis Council and Bucharest
Municipality) from financial assets available for sale (December 31, 2015: 272,040) to “loans and
advances to customers” and measures them at amortised cost, amounting 263,728 at December 31, 2016..
Please see note 9.

44. Subsequent events

No subsequent event was identified after the reporting date.

The accompanying notes are an integral part of these financial statements
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1. THE COMPANY AND ITS SHAREHOLDERS

BRD — GROUPE SOCIETE GENERALE PROFILE

BRD - Groupe Société Générale (,BRD” or ,the Bank”) was set up on December 1st, 1990 as an
independent bank with the legal status of a joint-stock company and with the share capital mainly held
by the Romanian State, by taking over the assets and liabilities of Banca de Investitii (the Investment

Bank).

In March 1999, Société Générale (“SG”) bought a stake representing 51% of the share capital,
increasing its holding to 58.32% in 2004, through the acquisition of the residual stake from the
Romanian State. As at December 31, 2016, SG was holding 60.17% of the share capital.

Starting 2001, BRD-Groupe Société Générale operates as an open joint-stock company, admitted to
trading on a regulated market, according to the companies’ legislation, banking legislation, capital

market regulations, provisions of the Articles of Incorporation and other internal regulations.
BRD identification data are the following:

Head Office: Blvd. lon Mihalache No. 1-7, sect. 1, Bucuresti

Phone/Fax: 021.3016100 / 021.3016800

Sole registration number with the Trade Registry: 361579/10.12.1992

Fiscal Code: RO 361579/10.12.1992

Order number with the Trade Registry: J40-608-1991

Number and date of registration in the Credit Institutions Register: RB - PJR - 40
007/18.02.1999

Share capital subscribed and paid: 696.901.518 lei

VVVVYVYVY

\ 4

Premium Tier

Regulated market on which the issued securities are traded: Bucharest Stock Exchange

» The main characteristics of securities issued by the company: ordinary shares with a

nominal value of 1 RON

EXTERNAL RATING

As at December 31, 2016 the Bank had the following ratings:

Foreign-Currency Short-Term Issuer Default Rating F2

Foreign-Currency Long-Term Issuer Default Rating BBB+
Support Rating 2

Global Local Currency Short-Term Deposit Prime
Global Local Currency Long-Term Deposit Baa3
Foreign Currency Short-Term Deposit Prime
Foreign Currency Long-Term Deposit Baa3

BRD GRour (,,GROUP”) consolidates the following entities:
- BRD - Groupe Société Générale S.A;
- BRD Sogelease IFN SA;
- BRD Finance IFN SA;
- BRD Asset Management SAI SA;
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SOCIETE GENERALE PROFILE

Société Générale was set up in 1864 as a banking company, registered in France. Its head office is
located on 29 Boulevard Haussmann, 75009, Paris, France, and its shares are listed on the Paris
Stock Exchange.

Société Générale is one of the largest European financial services groups. Based on a diversified
universal banking model, the Group combines financial solidity with a strategy of sustainable growth,
and aims to be the reference for relationship banking, recognised on its markets, close to clients,
chosen for the quality and commitment of its teams.

Société Générale has been playing a vital role in the economy for 150 years. With more than 145,000
employees, based in 66 countries, Société Générale accompanies 31 million clients throughout the
world on a daily basis. Société Générale’s teams offer advice and services to individual, corporate and
institutional customers in three core businesses:

» Retail banking in France with the Société Générale branch network, Credit du Nord and
Boursorama, offering a comprehensive range of multi channel financial services on the
leading edge of digital innovation;

> International retail banking, financial services and insurance with a presence in emerging
economies and leading specialised businesses;

» Corporate and investment banking, private banking, asset management and securities
services, with recognized expertise, top international rankings and integrated solutions.

As at December 31, 2016, the ratings of Société Générale were:
» Standard and Poor's: A
> Moody's: A2
»  Fitch: A

BRD POSITION WITHIN SOCIETE GENERALE

SG has been present in Romania since 1980, being the only significant bank from Western Europe
that was present in Romania during the communist era.

In 1999, it takes part in the process of privatization of Banca Romana pentru Dezvoltare and acquires
51% of the bank’s share capital.

Starting with this period, BRD lined up its operational procedures and business practices to those of
the parent company.

BRD is part of the international network of Société Générale, managed by the International retail
banking, financial services division (IBFS) that aims to offer a broad range of products and services to
individuals, professionals and corporates, and whose global development is built upon:

» The international universal banking and consumer credit networks, organised around three
regions: Europe, Russia and Africa / Asia / Mediterranean Basin & Overseas;

» Three specialised businesses, leaders in their markets: Insurance, Car Renting and Fleet
Management, Equipment and Vendor Finance.
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2016 KEY FIGURES

The Bank 2015 2016 Variation
Net banking income (RONm) 2,474 2,634 +6.5%
Operating expenses (RONm) (1,310) (1,310) 0.0%
Cost of risk (RONm) (631) (461) -26.9%
Financial results
Net profit (RONm) 445 728 +63.5%
Cost / income ratio 52.9% 49.7% -3.2 pt
ROE 7.8% 11.8% +4.0 pt
Dec-15 Dec-16 Variation
Own funds (RONm) 4,857 5,212 7.3%
Capital adequacy RWA (RON bn) 26.9 26.4 -1.8%
CAR 18.1% 19.8% +9.3%
Total net loans (RON bn) 26.6 27.4 +2.8%
Loans and deposits
Total deposits (RON bn) 41.3 42.3 +2.5%
No of branches 829 810 (29)
Franchise
No of active customers (x 1000) 2,250 2,285 36
The Group 2015 2016 Variation
Net banking income (RONm) 2,595 2,778 +7.0%
Operating expenses (RONm) (1,385) (1,388) +0.2%
Cost of risk (RONm) (658) (484) -26.5%
Financial results

Net profit (RONm) 467 763 +63.4%
Cost / income ratio 53.4% 50.0% -3.4 pt
ROE 7.8% 11.8% +4.0 pt
Dec-15 Dec-16 Variation
Own funds (RONmM) 5,283 5,576 +5.6%
Capital adequacy RWA (RON bn) 27.7 27.4 -0.9%
CAR®) 19.1% 20.4% +6.6%
ng;lll\lnbet loans including leasing 276 28.5 +3.4%

Loans and deposits ( n)
Total deposits (RON bn) 41.2 42.2 +2.5%

(*) according to Basel 3 including the impact of prudential filters (the Bank) and according to Basel 3 transitory provisions (the
Group); 2016 own funds reflect the 2016 net profit and proposed dividends.

Note: Throughout this report, the loan outstanding amounts at December 31, 2015 have been restated for comparability
purpose, thus, similar to the loan outstanding at December 31, 2016, they include municipal bonds. The December 31, 2015
amount in the individual and consolidated Financial Statements at December 31, 2016 has not been restated.
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BRD SHARE

Starting with January 15th, 2001, the Bank’s shares are listed in the Premium category of the
Bucharest Stock Exchange. The shares are included in the BET, BET Plus, BET-XT, BET-XT-TR,
BET-BK , BET-TR and ROTX indexes. The Bank’s shares are ordinary, nominative, dematerialized
and indivisible. According to the Articles of Incorporation, article 17, letter k, the shares of the Bank are
traded freely on those capital markets set by General Assembly of Shareholders (,AGA”), while
complying with the legislation on the trade of shares issued by bank institutions.

The closing price for BRD share as at December 31, 2016, was of 11.88 RON/share (RON
12.10/share at December 31, 2015). On the same date, the market capitalization was RON 8,279.19
million (December 31, 2015: RON 8,432.51 million).

During 2016 neither the Bank, nor its subsidiaries bought back own shares.

As of December 31, 2016 neither the Bank, nor its subsidiaries hold own shares.

Evolution of BRD’s share price versus the BET Index and BRD’s volume of shares for the
period December 31, 2014 — December 31, 2016
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DIVIDENDS

According to the Romanian legislation and the Articles of Incorporation, dividends are paid from the
funds created for this purpose after the approval of the General Assembly of Shareholders, within
maximum 6 months from the date of the General Assembly of Shareholders for deciding the
dividends. In case the General Assembly of Shareholders does not establish the date when dividends
are paid, these shall be paid in 30 days from the date when the decision of the General Assembly of
Shareholders to establish dividends has been published in the Official Gazette of Romania, Part IV,
the date from which the company is in delay.

The distribution of dividends is made according to the General Assembly decision, upon the Board of
Directors’ proposal and depends on the distributable profit and of the future capitalization needs of the
Bank.

The Bank did not distribute dividends for financial years 2013 and 2014. For the financial year 2015,
the value of the distributed dividends was of RON 223.0 million from the distributable net profit of RON
445 .4 million, corresponding to a payout ratio of 50% and to a dividend per share of RON 0.32 given
the number of ordinary shares of 696.9 million.

As at December 31, 2016, the amount of dividends effectively paid was RON 222.03 million
representing 99.57% out of the total approved dividends.

For the financial year 2016, the Board of Directors has decided to propose to the General Meeting of
Shareholders the payment of a dividend of RON 0.73 per share, corresponding to a payout ratio of
70% of the 2016 net profit of the bank.The number of shares remained unchanged in the last 3 years.

DIVIDEND PAYMENT

The dividends are distributed to the shareholders proportionally to their participation in the share
capital. The dividend income is subject to withholding tax.

Dividends are paid in accordance with the legal provisions and the General Assembly of Shareholders
resolution for profit distribution and dividend establish.

Unclaimed dividends are prescribed within 3 years from the payment start date, according to legal
provisions.

RESEARCH AND DEVELOPMENT ACTIVITIES

There are no development and research activities performed by the Bank and by the Group.
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2. CORPORATE GOVERNANCE

The corporate governance of BRD-Groupe Société Générale represents an ongoing process in which
integrity, responsibility and transparency are fundamental elements in making correct decisions and
goals that contribute to increasing the confidence of shareholders in the company, economic
efficiency, sustainable growth and financial stability.

Constantly concerned by the principles of corporate governance, BRD - Groupe Société Générale has
adopted and applies the provisions of Corporate Governance Code of the Bucharest Stock Exchange
(BSE) since 2012. The result of the self-assessment of the compliance with the BSE’s Code principles
at the end of 2015 was subject of a current report published by the Bank on January 4, 2016, available
to the interested parties on institutional site: https://www.brd.ro/en/stiri/important-events-5.

“The statement of compliance with the provisions of Corporate Governance Code of the BSE on
December 31, 2016” is presented in Appendix, Exhibit 9.

Since 2012, BRD-Groupe Société Générale has its own Corporate Governance Code available to the
interested parties on institutional site on section: https://www.brd.ro/en/about-brd/shareholders-and-
investors/corporate-governance.

ADMINISTRATION AND MANAGEMENT OF THE BANK

BRD- Groupe Société Générale adopted a unitary management system that is fully consistent with the
principles of good corporate governance, transparency of relevant corporate information, protection of
shareholders and of other categories of concerned persons (stakeholders), as well as of an efficient
operation on the banking market.

The management body, the Board of Directors and the Executive Officers (acting together in the
Executive Committee), operates under rules of organization and functioning clearly defined in the
"Directive on the organization and functioning of the management body”.

The Management Body promotes high ethical and professional standards and a strong internal control
culture.

The Board of Directors annually assesses the adequacy of the Management Body and its members
based on the reports of the Nomination Committee, prepared in accordance with "Policy of selection,
monitoring and succession planning of the management body members".

The composition, the size and the skills of the management body are well suited for the dimension and
the complexity of the Bank’s activity.

The members of the Management Body meet the eligibility conditions and criteria, established in the
"Policy of selection, monitoring and succession planning of the management body members", required
for an efficient administration/management of BRD-Groupe Société Générale:

» Have a good reputation and the necessary expertise to carry out their responsibilities in
compliance with the rules of prudent and healthy banking practices;

» Have the professional experience that implies theoretical and practical knowledge adequate to
the nature, extent and complexity of the banking business and of the entrusted
responsibilities, as well as experience in a management position, acquired in an entity
comparable, in terms of size and activity, to the Bank;

> Ensure the conditions of the collective competence of the management body for an efficient
and highly performing administration of the Bank’s activity;

» Commit sufficient time to their responsibilities as stipulated by the law and the statutory
bodies;

» Show commitment and involvement in exercising their responsibilities conferred by the law
and by the statutory bodies.
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The selection of candidates for positions within the Management Body is made through a rigorous
process as defined in “The policy for selection, monitoring and succession planning of the
management body members”.

The main objective of the selection process is to ensure the suitable candidates for the vacant
positions in the Management Body or to ensure the succession of the existing members.

The selection of the candidates excludes any discrimination on gender, age, ethnicity or any other kind
of discrimination, stipulated by the law.

Criteria such as reputation, theoretical knowledge and practical professional experience in specific
areas of BRD'’s activities, diversity, ensures a stable and suitable structure of the management body.

The selection of independent directors is subject to compliance with the criteria stipulated by the
Companies’ Law no. 31/1990, the NBR Regulation no. 5/2013 on prudential requirements for credit
institutions (article 7 paragraphs 4) and by the Bucharest Stock Exchange Code of Corporate
Governance.

The exercise of the responsibilities by members of the Management Body is subject to obtaining the
NBR approval.

BOARD OF DIRECTORS

Starting with April 18, 2015, the Board of Directors is composed up of 9 members, elected by the
General Assembly of the Shareholders for a 4-years mandate.

As at December 31, 2016, there was a vacant position in the Board of Directors.

The structure of the Board of Directors ensures a balance between executive and non-executive
members, so that no person or limited group of persons can dominate, in general, the decision-making
process of the Board of Directors.

As at December, 31, 2016, the Board of Directors includes 2 independent members.
The year 2016 brought changes to the composition of the Board of Directors, as follows:

» The Ordinary General Shareholders Meeting on January 07, 2016 decided the election of Mr.
Jean-Pierre Georges Vigroux as director for a 4-years mandate and his designation as
independent director;

» The Ordinary General Shareholders Meeting on April 14, 2016 decided the renewal of the
mandate as director of Mr. Philippe Charles Lhotte for a 4-years mandate, starting with
September 13, 2016;

» On August 2016, Mr. Didier Charles Maurice ALIX passed away.
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MEMBERS OF THE BOARD OF DIRECTORS AS AT DECEMBER 31, 2016
Giovanni Luca SOMA

Chairman of the Board of Directors

Member of the Audit Committee

Member of the Risks Management Committee

Member of the Nomination Committee

Date of birth: August 21, 1960

Year of the appointment in BRD-Groupe Société Générale’s Board of Directors: 2014.

Since May 26, 2015, he is Chairman of the Board of Directors of BRD-Groupe Société Générale.
Term of mandate expires in: 2018

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation, he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law - he
holds one executive mandate and one non-executive mandate within Société Générale Group.

Biography: He is a graduate of Business Administration, LUISS University in Rome and holds a
Master's degree in Business Administration from the Turin School of Business Administration, an
Auditor Diploma and an Expert Accounting Diploma from the Rome University.

During his career, he acquired a significant expertise in top management positions outside Société
Générale Group (as Head of European Sales and Services for Hyperion Software Group, Managing
Director of GE Capital Insurance Milan, Corporate Sales Director Italy of GE Capital Milan, CEO of
Dial Italy, a subsidiary of Barclays Group, Chairman of the Italian Automobile Rental Association).
Within Société Générale Group he held the following management positions: Group Regional Director
of ALD Automotive Group - France, Chief Executive Officer of ALD International, Deputy Head of
International Retail Banking.

Giovanni Luca Soma is currently Deputy Head of Europe Region, International Banking and Financial
Services Division and Chief Executive Officer of Société Générale Consumer Finance, France.

Philippe Charles LHOTTE

Non-executive member of the Board of Directors

Date of birth: January 15, 1961
Year of the appointment in the BRD-Groupe Société Générale’s Board of Directors: 2012.

Since November 5, 2012 until May 26, 2015, he was the Chairman of the Board of Directors of BRD-
Groupe Société Générale.

Renewal of the mandate: 2016
Term of mandate expires in: 2020
He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law - he
holds one non-executive mandate within BRD-Groupe Société Générale Group.

Biography: He is bachelor of Law at the University Paris 2 and graduate of the Institute of Political
Studies in Paris; Mr. Philippe Charles Lhotte made his entire career within Société Générale Group.

Between 1987 and 1994, he held the position of Inspector within the General Inspection of Société
Générale.
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Between 1994 and 1997, he was Deputy Director of the Group Saint Germain-en-Laye, then Regional
Director of Group Hérault (Montpellier), between 1998 and 2004.

Between January 2005 and November 2012, he was Chairman of the Board and CEO of SG
Expressbank AD in Bulgaria.

Since 2012 to the end of October 2016, he held the positions of CEO of BRD—-Groupe Société
Générale.

Bernardo SANCHEZ INCERA
Non-executive member of the Board of Directors
Member of the Nomination Committee

Member of the Remuneration Committee

Date of birth: March 9, 1960

Year of first appointment in the BRD-Groupe Société Générale’s Board of Directors: 2011
Renewal of the mandate: 2015

Term of mandate expires in: 2019

He has no shares in BRD - Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation, he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law - he
holds one executive mandate and one non-executive mandate within Société Générale Group.

Biography: he graduated the Political Studies Institute in Paris and has an INSEAD Master of
Business Administration.

Between 1984 and 1992, he was client relationship manager and deputy manager of the corporate
branch La Defense of the Credit Lyonnais bank. Until 1994, he held the position of manager and
chairman of the Credit Lyonnais subsidiary in Belgium. Between 1994 and 1996, he was Deputy
Manager of the JOVER bank.

From 1996 until 2009, he held several managerial positions, such as Chairman of Zara France,
Manager of International Operations of Inditex Group, Chairman of LVMH Mode et Maroquinerie
Europe and LVMH Fashion Group France, General Director of Vivarte Group, and CEO of Monoprix
France.

In 2009, he joined Société Générale by taking over, starting with January 2010, the position of Deputy
CEO in charge of the International Retail Banking Division (BHFM) and Specialised Financial
Services. Starting September 1, 2014, he became Deputy CEO in charge of Retail Banking in France,
International Retail Banking and Financial Services and Insurance. He is also member of the
Executive Committee of the Group Société Générale.

Jean-Luc Andre Joseph PARER

Non-executive member of the Board of Directors
Member of the Remuneration Committee
Chairman of the Nomination Committee

Member of the Risks Management Committee

Date of birth: April 16, 1954
Year of first appointment in the BRD-Groupe Société Générale’s Board of Directors: 2013

Term of mandate expires in: 2017
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He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates held: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law - he
holds one executive mandate and one non-executive mandate within Société Générale Group.

Biography: he graduated HEC and holds a Master's degree in Law.

Mr. Parer began his career in September 1980 in Société Générale's General Inspection Department
as Inspector and then Senior Inspector. In 1991, he joined Société Générale Corporate & Investment
Banking where he occupied the positions of Deputy Head of Structured Finance, Deputy Head of
Specialized Finance, and then Head of Structured Finance Between 2001 and 2007, he held the
position of Deputy Head of Debt Finance Division. In 2008, he became Head of Capital Markets and
Financing division, then Head of the Global Finance division in 2009.

In 2012, he became Head of the Retail Banking outside France division (BHFM) and member of the
Executive Committee of the Société Générale Group.

Petre BUNESCU

Executive Member of the Board of Directors

Date of birth: November 15, 1952
Year of first appointment in the BRD - Groupe Société Générale’s Board of Directors: 1999.

Between May 1, 2012 and November 5, 2012 he occupied the position of Interim Chairman of the
Board of Directors.

Latest renewal of the mandate: 2015
Term of mandate expires in: 2019
He holds 300,000 shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation, he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in the companies established by the applicable law - he
holds one executive mandate and one non-executive mandate within BRD-Groupe Société Générale.

Biography: he graduated the Academy of Economic Studies in 1975. In 2003, he got his PhD in
Economics.

Between 1997 and 2006 he was a permanent member of the teaching staff of the Romanian Banking
Institute and of the Financial and Banking Studies Institute, and between 2007 and 2011 he was an
associate member of the teaching staff of the Romanian-American University in Bucharest.

In 1975, he became an employee of the Investment Bank, and in 1990 he was appointed as Deputy
CEO of the Bucharest Branch. Once the Romanian Bank for Development was set up, on December
1st, 1990, he took over the position of Vice-Chairman and member of the Board of Directors and of the
Executive Committee of the bank until July 1999. Between November 1997 and May 1998, he held the
position of Interim Chairman of the Romanian Bank for Development. In the period 1998-2005 he
represented BRD-Groupe Société Générale’s interests in MISR — Romanian Bank as Member of the
Board of Directors.

Until 2015 he was the Vice-Chairman of the Romanian Banking Association and member of the Board
of Directors of Transfond SA.
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loan CUZMAN

Non-executive member of the Board of Directors

Date of birth: October 3, 1944

Year of first appointment in the BRD-Groupe Société Générale’s Board of Directors: 2007
Latest renewal of the mandate: 2015

Term of mandate expires in: 2019

He holds 3,500 shares in BRD-Groupe Société Générale’s capital.

Information on the mandate hold: According to the information provided through the statement of
affiliation, he fulfils the conditions regarding the number of mandates in companies established by the
applicable law — he holds one non-executive mandate within BRD-Groupe Société Générale.

He is also member of the Board of Director of West University Vasile Godis.

Biography: he graduated from the Faculty of Economic Sciences; section “Economics of industry,
constructions and commerce” within the West University in Timisoara.

He has a PhD in Economics and is an associate professor.

As of 1981, he filled in the positions of: economist with the Enterprise Electrobanat Timisoara,
Financial Office Manager with the Machine-tools Factory in Arad, Deputy Commercial Manager with
the Textiles Factory in Arad, Sub-prefect of Arad County, University Lecturer at the West University in
Timisoara, Chairman — CEO at Fondul Proprietatii Private no. 1 Banat-Crisana.

Aurelian DOCHIA

Independent member of the Board of Directors
Chairman of the Audit Committee

Member of the Risks Management Committee

Member of the Remuneration Committee

Date of birth: March 8, 1950

Year of latest appointment in the BRD-Groupe Société Générale’s Board of Directors: 2014
Term of mandate expires in: 2018

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation, he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law he holds
one non-executive mandate within BRD-Groupe Société Générale Group.

Biography: he graduated from the Bucharest Academy of Economic Studies. In1999, he got his PhD in
Economics on National Economy Institute of the Romanian Academy.

During his career, he combined a solid professional expertise as consultant (for institutions such as
the World Bank, the European Bank for Reconstruction and Development or OECD), with high-rank
positions at the executive and legislative levels, as President of the National Agency for Privatization
and member of the first freely elected Parliament (Constituent Assembly) of Romania, between 1990
and 1992.

Until May 2007, he was the General Manager of the subsidiary BRD/SG Corporate Finance and the
coordinator of BRD-Groupe Société Générale’s investment banking activities.

He held the position of Member of the Board of Directors with several entities part of the BRD Group,
SIF Muntenia, State Ownership Fund (FPS), and the Romanian Centre for Economic Policies
(CEROPE) - a non-governmental research centre.
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Before 1990, he developed an academic career as researcher with the National Economy Institute of
the Romanian Academy. He gave speeches at conferences and seminars, and published more than
hundreds articles and studies.

He is Member of the Board of Directors at BRD Finance IFN S.A.

Jean - Pierre Georges VIGROUX
Independent member of the Board of Directors

Member of the Audit Committee

Date of birth: 31 July 1953

Year of the appointment in the BRD-Groupe Société Générale’s Board of Directors: 2016
Term of mandate expires in: 2020

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates established by the law - two non-executive mandates:
he holds one within BRD-Groupe Société Générale and one outside the Société Générale Group.

Biography: he graduated ESSEC France. He also studied Financial Audit at the CAFR University

Until September, 2014, Mr. Jean — Pierre Georges Vigroux held management positions such as: CEO
Mazars Roménia (2008-2014), partner responsible for Southeast Europe, Chairman of the
Supervisory Board of Pricewaterhouse Coopers Central and Eastern Europe (2001-2004 and 2004-
2006), founder and CEO of the Pricewaterhouse Coopers — Romania, member of the
PricewaterhouseCoopers’s Executive Committe and Board of Directors — Central and Oriental Europe
(1996-2001), Chairman of FIC (2003-2004).

ATTRIBUTIONS AND RESPONSIBILITIES OF THE BOARD OF DIRECTORS

The main competences of the Board of Directors, including those that cannot be delegated to
members of the executive management, are set by law , by the Articles of Incorporation, Internal
Regulations of the Bank, the Directive “Limits for the approval of loans and other commitments”, and
also by the Directive “Regulation of organization and functioning of the management body”. In cases
permitted by the law, the General Assembly of Shareholders may delegate other attributions to the
Board of Directors as well.

The Board of Directors sets the main business and development directions of the Bank and
supervises the activity of the Bank and of the executive management, and also has the ultimate
responsibility for the operations and the financial strength of the Bank. The Board of Directors decides
on the accounting and financial control system and approves the financial planning.

The Board of Directors approves the Bank’s strategy for general development, for identification of
significant risks and management of such risks, and makes sure that the activity of the executive
management complies with the approved strategy and policies.

The Board of Directors approves the organisational structure of the Bank, the risk management policy,
the general remuneration policy of the employees, directors and officers of the Bank.

MEETINGS OF THE BOARD OF DIRECTORS
The Board of Directors meets any time it is necessary, but at least once every 3 months.

The notices of the Board of Directors’ meetings specify the place, date and the draft agenda for the
meeting, and no decision can be made regarding unexpected issues, except for emergency cases and
provided they are ratified by the absent members at the next meeting.

Minutes are drafted for each meeting and include the names of the participants, the order of the
deliberations, the decisions made, the number of votes cast and the separate opinions.
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On February 10, 2016, Mrs. Flavia Popa — Corporate Secretary was nominated as Secretary of the
Board of Directors.

ACTIVITY OF THE BOARD OF DIRECTORS IN 2016

In 2016, 12 meetings of the Board of Directors took place, and the decisions of the Board were
generally made with unanimity of votes.

The Directors attended to the Board of Directors’ meetings as follows:

» Mr. Giovani Luca Soma (Chairman of the Board of Directors), Mr. Jean-Luc Andre Joseph
Parer (Member), Mr. Philippe Charles Lhotte (Executive Member), Mr. Petre Bunescu
(Executive Member), Mr. Aurelian Dochia and Mr. Jean-Pierre Georges Vigroux (Independent
Members), Mr. loan Cuzman (Member), took part to all the Board’s meetings;

» Mr. Bernanrdo Sancez Incera (Member) took part to 9 meetings;

On the Board of Directors agenda the following subjects were included: Business and risk
management strategy of the Bank, Bank's financial results, Risk management framework, BRD-
Groupe Société Générale remuneration policy, reports on annual inventory, reports regarding the
internal control, the Internal Capital Adequacy Assessment Process - ICAAP, the Compliance Policy,
credits on area of competence of the Board of Directors, changes in the Bank's management, the
renewal of a director mandate, modifications in internal regulations, calls of the shareholders’ meeting
and all the notes related to the items on the agenda, changes in the structure of the committees set up
to support the activity of the Board of Directors, appointment of the Secretary of the Board of
Directors, audit plan, reorganization of the Bank’s structures (Head office and network).

During its meetings, the Board of Directors is regularly updated on the economic, monetary and
financial environment, on the evolution of the regulations in force, on significant risks, on the main
events that took place within BRD-Groupe Société Générale and on the activity of committees set up
to support the activity of the Board of Directors: the Audit Committee, Risks Management Committee,
Nomination Committee, and Remuneration Committee.

REMUNERATION OF THE MEMBERS OF THE BOARD OF DIRECTORS

For 2016, the Ordinary General Assembly of Shareholders approved an individual remuneration for
the non-executive members of the Board of Directors amounting to EUR 1,500 / month (gross amount,
in lei equivalent), as well as a general limit for the directors’ and members of the Executive Committee
remunerations, including additional remunerations, for 2016, amounting to RON 10.9 million, gross
amount.

COMMITTEES SET UP IN SUPPORT OF THE BOARD OF DIRECTORS

In order to develop and maintain good practices of business administration, the Board of Directors set
up four committees that assist it in performing its attributions. The structure, the organisation and
operation rules as well as the attributions of these committees are set and defined in the Committee
Directive set up to support the Board of Directors.

AUDIT COMMITTEE

As at December 31, 2016, the Audit Committee consisted of 3 non-executive directors, of which 2 are
independents. The members of the Audit Committee were: Mr. Aurelian Dochia (Independent
Chairman), Giovanni Luca Soma (Member), and Jean-Pierre Georges Vigroux (Independent Member).

The members of the Audit Committee have the experience required for their specific attributions within
the committee.

The Audit Committee meets at least once a half-year.

The Audit Committee assists the Board of Directors in performing its responsibilities in terms of
internal control and financial audit. To this effect, the Audit Committee makes recommendations to the
Board of Directors regarding the strategy and policy of the credit institution in the field of internal
control and financial audit. The Audit Committee responsibilities are presented in the Bank’s Corporate
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Governance Code available to the interested parties on institutional site on section:
https://www.brd.ro/en/about-brd/shareholders-and-investors/corporate-governance.

In 2016, 4 meetings of the Audit Committee took place, in which there were analysed the activity and
reports of internal control and conformity, internal audit and external audit.

The members attended to the Audit Committee’s meetings as follows:

» Mr. Aurelian Dochia and Mr. Giovani Luca Soma, took part to all the Committee’s meetings;
» Mr. Jean-Pierre Georges Vigroux joined the Audit Committee in September 2016 and
attended at 1 meeting of the Committee.

After each meeting, minutes were drafted, specifying the aspects that required improvements, as well
as recommendations for their application.

REMUNERATION COMMITTEE

As at December 31, 2016, the Committee consisted of 3 non-executive directors, of which one is
independent. The members were: Mr. Bernardo SANCHEZ INCERA (Chairman), Mr. Jean-Luc André
Joseph PARER (Member) and Mr. Aurelian DOCHIA (Independent member).

The Remuneration Committee meets annually, or whenever necessary. In 2016, one meeting of the
Remuneration Committee took place.

The attendance to the Remuneration Committee’s meeting was of 100%.

In order to perform the attributions entrusted, the Remuneration Committee analyses the Bank's
remuneration policy which it submits to the Board of Directors for approval; it submits proposals
regarding the individual remuneration of non-executive directors and the additional individual
compensation of the directors entrusted with specific functions within the Board as well as the
individual remuneration of the officers; it supervises directly the remuneration of the coordinators of
the risks management and compliance functions; and it supervises the application of the principles of
the staff remuneration policy and informs the Board of Directors in this respect.

The Remuneration Committee responsibilities are presented in the Bank’s Corporate Governance
Code available to the interested parties on institutional site on section: https://www.brd.ro/en/about-
brd/shareholders-and-investors/corporate-governance.

RISKS MANAGEMENT COMMITTEE

As at December 31, 2016, the Committee consisted of 3 non-executive directors. The members were:
Mr. Jean-Luc André Joseph Parer (Member), Mr. Giovanni Luca Soma (Member) and Mr. Aurelian
Dochia (Independent Member).

The Risks Management Committee meets on a quarterly basis or whenever necessary.
In 2016, 4 meetings of the Risks Management Committee took place.
The members attended to the Risks Management Committee’s meetings as follows:

» Mr. Giovanni Luca Soma and Mr. Aurelian Dochia, took part to all the Committee’s meetings;
» Mr. Jean-Luc André Joseph Parer attended at 3 meetings of the Committee;

At the meetings of the Risks Management Committee may participate, as permanent guests, the
members of the Executive Committee, Chief Financial Officer, Risk Executive Officer/ Risk Deputy
Executive Officer, PCR Executive Officer, CB&GLFI Deputy Executive Officers, DPF Executive
Officer, DCP Director and the Corporate Secretary.

The Risks Management Committee assists the Board of Directors in defining the global risks strategy
of the bank and the risk appetite and assists the Board of Directors in overseeing the implementation
of such strategy.

Its objective is the management of significant risks, risks with high impact on the assets and/or image
of the Bank (credit risk, market risk, liquidity risk, operational risk, and reputational risk), as well as the
risks associated to the outsourced activities. The Risks Management Committee responsibilities are
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presented in the Bank’s Corporate Governance Code available to the interested parties on institutional
site on section: https://www.brd.ro/en/about-brd/shareholders-and-investors/corporate-governance.

THE NOMINATION COMMITTEE

As at December 31, 2016, the Committee was composed of 3 non-executive directors of the Board of
Directors: Mr. Jean-Luc André Joseph Parer (Chairman), Mr. Bernardo Sanchez Incera (Member) and
Mr. Giovanni Luca Soma (Member).

The Nomination Committee meets half-yearly or whenever necessary.
In 2016, 3 meetings of the Nomination Committee took place.
The members attended to the Nomination Committee’s meetings as follows:

» Mr. Jean-Luc André Joseph Parer and Mr. Giovanni Luca Soma took part to all the
Committee’s meetings;

» Mr. Bernardo Sanchez Incera attended at 1 meeting of the Committee;

In exercising its powers, the Nomination Committee identifies, makes proposals and submits for
approval by the Board of Directors or the General Meeting of Shareholders, the nominees to fill
positions within the management body; is involved in formulating the policy on the selection,
evaluation and sequencing of the management body members, which it submits to the Board of
Directors for approval; it assesses periodically and at least once a year the structure, size,
composition and performance of the management body and makes recommendations to the Board of
Directors on any modifications which it considers necessary. The Nomination Committee
responsibilities are presented in the Bank’s Corporate Governance Code available to the interested
parties on institutional site on section: https://www.brd.ro/en/about-brd/shareholders-and-
investors/corporate-governance.

EXECUTIVE MANAGEMENT

The management and the coordination of the current activity of the Bank is delegated by the Board of
Directors to the executive officers.

The executive officers of the Bank are elected by the Board of Directors, among directors or from
outside the Board, and act together in the Executive Committee.

The Executive Committee is composed of the CEO and six Deputy CEOs. The Executive Committee
is run by the CEO.

The only change in Executive Committee is the presence of Mr. Francois Bloch. Since December
2016 he exercises the position of CEO following the termination of the mandate as CEO of Mr. Philppe
Charles Lhotte.
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MEMBERS OF THE EXECUTIVE COMMITTEE AS AT DECEMBER 31, 2016

Francois BLOCH
CEO

Date of birth: March 31, 1967
Year of the appointment as CEO: 2016

He directly coordinates the following structures: Compliance Division, Permanent Control Division,
General Secretariat, Human Resources Department and Internal Audit Department.

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law — he
holds one executive mandate within BRD - Groupe Société Générale.

Biography: is bachelor of the Ecole Nationale de la Statistique et de ’Administration Economique,
Paris, in 1990, Mr. Frangois BLOCH made his entire career within Société Générale and he held the
following positions: Broker, then Head of the brokerage department on derivatives markets on Société
Générale Elsassische Bank, Frankfurt(1990 - 1993); Deputy Head, then Head of the SG’s subsidiary,
FIMAT Banque, Zweigniederlassung Frankfurt(1993 -1997); Deputy Head of Risks, then Head of
Risks, FIMAT International Banque Paris (1997 -2000); General Manager, FIMAT USA Inc. (2000-
2002); Deputy Chief Executive Officer — Member of the Board of Directors, FIMAT International
Banque (2002-2007); Head of Strategy and Integration, Newedge (2008-2009) and Non-executive
Member of the Board of Directors, Newedge Group (brokerage subsidiary of Société Générale) (2010-
2012); Head of Credit Risk on Financial Institutions and Country Risks department, Société Générale
(2009-2012).

Between 2012 and the end of October, 2016 he has held the positions of First Vice-President, then
First Deputy Chairman of the Management Board , Member of the Management Board , Member of
the Board of Directors, Rosbank PAO.

Starting with 2012 to 2016 he exercised also the following non-executive directorships in Société
Générale Group: Member of the Board of Directors, LLC Rusfinance Bank (subsidiary of Rosbank,
specialized in car and point of sales financing), Member of the Board of Directors, Commercial Bank
Deltacredit Joint Stock Company (subsidiary of Rosbank, specialized in mortgages loans), Member of
the Board of Directors, Société Générale Strakhovanie (subsidiary of Société Générale, non - life
insurance), Member of the Board of Directors, Société Générale Strakhovanie Zhizni (subsidiary of
Société Générale, life insurance.

Petre BUNESCU
Deputy CEO Finance / Treasury

Year of the first appointment in BRD’s management: 1999

He directly coordinates the following structures: Financial Department, Sourcing Division, Financial
Markets Back Office Division, Banking Operations Pole and Legal Division.

Others information: can be consulted on section “Board of Directors’ of the present Report.
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Didier Luc Marie Dominique COLIN
Deputy CEO - Risks

Coordinator of the Risks Management function

Date of birth: April 20, 1963

Year of the appointment as Deputy CEO: 2013

He directly coordinates the Risk Management Pole.

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation, he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law- he
holds one executive mandate and one non-executive within Société Générale Group.

Biography: graduated from University Paris IX Dauphine, with a degree in management sciences, and
in 1990 he obtained a Master’s degree in Business Administration at City University of New York,
Business School B. Baruch, New York, USA.

He has an experience of over 26 years within Groupe Société Générale; he started in 1990 in Société
Générale, USA Branch, as credit analyst.

Between 1991 and 1998, he held the position of internal auditor at General Inspection of Société
Générale Paris.

In 1998, he became Financial Director of Société Générale, Branch USA, having under direct
supervision 3 departments: Tax Planning, Accountancy and Financial and Management Reporting.

Between 1999 and 2000, he was Budget and Financial Director, being in charge with the redefinition
and supervision of the budget process for all Société Générale Investment Banking activities in the
USA.

Within Société Générale Canada, between 2000 and 2004, he supervised and managed the activities
of the bank, first as Deputy Country Manager (2000-2001) and then as Country Manager (2001-2004).

Between 2004 and 2010, he was Risk Director and member of the Board of Directors of Komercni
Banka (Czech Republic).

Between January 2011 and June 2013, he held the position of Director for Europe within International
Retail Banking of Société Générale and he was in charge with the supervision of the retail activities of
Société Générale in Central and Eastern Europe.

Jean-Luc Bernard Raymond GRASSET
Deputy CEO - Resources

Date of birth: September 11, 1954
Year of the appointment as Deputy CEO: 2011

He directly coordinates the following structures: Information System Department, Projects and
Organisation Department, Real Estate, Security, Logistics and Banking Data Management divisions.

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law- he
holds one executive mandate and one non-executive within Société Générale Group.
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Biography: graduated from the University of Aix-en-Provence in 1977, having a license in Economic
and Social Management. In 1979 he obtained DESS (Diploma in Specialised Higher Education) in
Finance, Econometrics.

In 1980, he joined Société Générale within the Group Nantes sur Loire. Between 1981 and 1989 he
held several responsibilities within the Organisation Department in Paris regarding marketing,
coordination and projects implementation, among which the most important was the change in the
banks’ core-banking system and banks’ reorganization.

In 1991, he started a series of missions within Société Générale structures from abroad, as
Development and Audit Manager (Ivory Coast), CEO (South Africa), and Ibank Implementation
Manager (BRD-Groupe Société Générale).

Between 2003 and 2005 he returned to Paris, within BHFM, as Supervisor for a group of SG African
subsidiaries.

Starting 2005 until 2010 he took over the position of Resources Manager at NSGB Egypt, where he
coordinated 3 major organization projects.

Alexandru-Claudiu CERCEL-DUCA
Deputy CEO - Financial Markets

Date of birth: February 17, 1968
Year of the appointment as Deputy CEO: 2008

He directly coordinates the following structures: Financial Markets Division, Securities Division,
Financial Markets Operations Support Service and Financial Markets Research Service.

He has 1,030 shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates established by the law- one executive mandate and one
non-executive within BRD-Groupe Société Générale.

Biography: graduated the Economic Studies Academy - Cybernetics Faculty, in 1992, as well as
various management and leadership training courses organized both by Société Générale and other
banking institutions: Nomura Bank (London), Bank of America (San Francisco), or the Montreal
University and London Business School.

He graduated the Executive Master of Business Administration (EMBA) - ASEBUSS Bucharest /
University of Washington, USA.

Between 1992 and 1993, he was a sales manager in the field of communications products. He has
worked within BRD -Groupe Société Générale since 1993, and occupied the positions of Treasury
Officer, FX technical analyst, FX trader, Treasury Deputy Manager, Market Operations Manager and
Executive Officer of Financial Markets.

Gabriela - Stefania GAVRILESCU
Deputy CEO - Corporate Banking

Date of birth: December 20, 1956

Year of the appointment as Deputy CEO: 2011

She directly coordinates the Corporate Banking activity.

She has no shares in BRD- Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation she fulfils the conditions regarding the number of mandates in the companies established by
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the applicable law — she holds one executive mandate and one non-executive mandate within Société
Générale Group.

She is also member of the Board of directors of Romanian Banking Association.

Biography: graduated the Bucharest Economic Studies Academy — International Business Relations
Department in 1980.

Between 1987 and 1993 she held several positions at the National Bank of Romania, BCR and Banca
Comerciala lon Tiriac.

She joined Société Générale in 1993 as Commercial Director at the Bucharest Branch of Société
Générale.

In 2000 she was named Executive Delegate Director for Large Corporate Clients.

In October 2009, she became Executive Director of the Large Corporate Customers Department.

Gheorghe MARINEL
Deputy CEO — Commercial/ Network/ Marketing

Date of birth: March 13, 1965
Year of the appointment as Deputy CEO: 2012

He directly coordinates the following structures: the Marketing and Product Management Department,
Network Commercial Pole, Distribution Network Administration Pole, Bank Agency Network.

He has no shares in BRD-Groupe Société Générale’s capital.

Information on mandates hold: According to the information provided through the statement of
affiliation he has no executive and non-executive positions in not-for-profit institutions and fulfils the
conditions regarding the number of mandates in companies established by the applicable law- one
executive mandate and one non-executive within Société Générale Group.

Biography: graduated “Summa cum Laudae” from the Bucharest Economic Studies Academy —
Finance and Accounting in 1991.

In 1992 he obtained a Master of Business Administration (in Management) from Ecole Supérieure de
Gestion - Toulouse, France, and in 1999 a diploma Executive MBA — ASSEBUSS, University of
Washington, USA.

He has an experience of more than 25 years in the banking field, holding several positions in credit
institutions such as: Banca Comerciala Romana (1991-1993), Société Générale — Bucuresti (1993-
1995) and ABN AMRO BANK Romania (1995-2001).

He joined BRD- Groupe Société Générale in 2001, occupying over time the following positions: project
Manager — Network Reorganisation and Restructuring Project, Network Management Director and
General Secretary.

ATTRIBUTIONS AND RESPONSIBILITIES

The executive officers are in charge of taking all the measures in relation to the company
management, within the limits of the company’s object of activity and in compliance with the powers
exclusively reserved by law or by the Articles of Incorporation to the Board of Directors and the
General Meeting of Shareholders.

Each executive officer is vested with all the powers to act on behalf of the Bank and to represent it in
the relationships with third parties, in any circumstances related to the activities that they coordinate,

in compliance with the legal provisions, the Articles of Incorporation and the Internal Regulations of the
Bank.

Within the limit of the powers and responsibilities set forth by the Board of Directors, the executive
officers act jointly, organised in the Executive Committee, for a series of activities / operations specific
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to the activity of the Bank, detailed in the Articles of Incorporation, in the Internal Regulations of the
Bank, and in the Directive “Limits for the approval of loans and other commitments” and in the
Directive "Regulation of organization and functioning of the management body”.

MEETINGS OF THE EXECUTIVE COMMITTEE

The meetings of the Executive Committee are held at least once every two weeks, or any time the
activity of the Bank requires it.

In 2016, 91 meetings of the Executive Committee took place.

The decisions of the Executive Committee are made with the majority of the members’ votes. Voting
cannot be delegated within the meetings of the Executive Committee.

The minutes of the meeting are signed by the executive officers who attended the meeting
immediately after their drafting.

The Executive Committee provided the Board of Directors, regularly and comprehensively, detailed
information about all the major aspects of the Bank’s activity, including risk management, potential risk
assessment and compliance matters, measures taken and recommended, irregularities found while
performing its attributions. Any major event is communicated immediately to the Board of Directors.

COMMITTEES SET UP IN SUPPORT OF THE EXECUTIVE COMMITTEE

The committees set up to support the Executive Committee assist it in performing its attributions on
various business lines, particularly on the operational activity of the Bank. The members of these
committees are the members of the Executive Committee and the management of the structures
impacted. The most important committees are:

INTERNAL CONTROL COMMITTEE

It is a permanent consultative committee, which has as main task to analyse the adequacy of the internal
control framework, including business continuity and crisis management as regards organizing /
functioning, by analysing the results obtained and the deficiencies found in the internal control activity. In
order to fulfill its mission, the main themes subject to debate in the committee are: operational risks,
activity continuity and crisis management, permanent control, audit, conformity risk, IT security,
deficiencies found in the supervision reports / minutes of the authorities.

ASSETS AND LIABILITIES COMMITTEE

It is a permanent consultative committee which assists the Executive Committee in performing its
attributions related to the management of assets and liabilities structure, liquidity and funding sources
management, structural risks management (interest rate risk and foreign exchange risk in banking book)
and capital management, both at the Bank and at BRD-Groupe Société Générale Group level.

COMMITTEE FOR NEW PRODUCTS AND SIGNIFICANT TRANSFORMATIONS

It is a permanent consultative committee that ensures the identification, the analysis and the reliable
measurement of risks associated to new products, offered to the Bank’s clients, including material
changes and significant transformation of the activity that generates higher risks compared to the
previous situation (legislative changes that impact the Bank’s offer / activity / structure; changes in the
Bank’s activity, outsourcing).
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PRICING COMMITTEE

It is a permanent consultative committee whose mission is to analyze and propose measures to the
Bank's decisional bodies on pricing policy and strategy (commissions and fees, interest rates) regarding
the bank’s products, taking into consideration the budgetary targets, the competitive environment, the
commercial strategy and market developments.

RETAIL RISk COMMITTEE

It is a committee whose mission is to formalize the measures proposed by Bank’s structures in order to
improve the Bank's retail lending activities.

OTHER COMMITTEES: Crisis Committee, Safety and Occupational Health Committee, Users Steering
Committee, Tracking Committee, Career Committee, Watch Provision Committees etc.

BRD - Groupe Société Générale’s shares held by the members of the Board of Directors and of
the Executive Committee as at December 31, 2016

Name Number of shares
Petre BUNESCU 300,000
loan CUZMAN 3,500

Alexandru - Claudiu CERCEL - DUCA 1,030

TOTAL 304,530

RIGHTS OF SHAREHOLDERS

BRD-Groupe Société Générale respects the rights of its shareholders and ensures equal treatment for
all of them.

VOTING RIGHT

The Bank’s shares are indivisible and confer equal rights to their holders, each share entitling to one
vote in the General Assembly of Shareholders.

General Assemblies are called by the Board of Directors.

General Assemblies are ordinary and extraordinary. The Ordinary General Assembly of the
Shareholders meets at least once a year, within no more than 4 months as of the end of the financial
year, and the Extraordinary General Assembly of Shareholders meets whenever necessary. In 2016,
there were 4 General Assemblies (2 Ordinary General Assemblies of Shareholders on January 7,
2016 and April 14, 2016 and 2 Extraordinary General Assemblies of Shareholders on January 7, 2016
and April 14, 2016).

The notice of meeting is sent at least 30 days before the date set, in compliance with the legal
provisions regarding the publicity and notification of the Financial Supervisory Authority - Financial
Instruments and Investments Sector and of the Bucharest Stock Exchange ("BVB”).

In order to ensure equal treatment and full and equitable exercise of the shareholders’ rights, the Bank
makes available to them all the information related to the General Assembly of Shareholders and to
the adopted decisions, both by mass communication means and in the special section on its own
Internet page (www.brd.ro).
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The shareholders can attend the General Assemblies personally, through a representative or they can
vote by correspondence. Forms of power of attorney and vote by correspondence are made available
to the shareholders in the special section on the Bank’s own Internet page.

The procedures regarding the works of the General Assembly of the Shareholders are available to
shareholders and other interested parties on the institutional site.

Within the General Assemblies of the Shareholders, dialogue between the shareholders and the
members of the Board of Directors and/or executive management is allowed and encouraged. Each
shareholder can ask the directors questions regarding the activity of the Bank.

RIGHT TO DIVIDENDS

Each share of the Bank, held by a shareholder at the registration date (set according to the specific
regulations and approved by the General Assembly of Shareholders) entitles the shareholder to
dividends for the prior financial year, in the quantum and conditions established by the General
Assembly of Shareholders.

In 2016 it was developed the Dividend Policy, available to shareholders and other stakeholders on
institutional on Corporate Governance section: //www.brd.ro/en/about-brd/investors-and-
shareholders/corporate-guvernance/dividend-policy, immediately after the Board of Directors approval.

The dividend policy reconfirms the engagement of the Board of Directors to offers shareholders the
opportunity to obtain a return for the invested capital and for the Bank the opportunity for a sustainable
development.

RIGHT TO INFORMATION

BRD makes sure its shareholders have access to relevant information, so that they may exercise all
their rights in an equitable manner. The communication strategy of the Bank relies on the following
principles:

» Equal access to information for all shareholders and immediate availability of relevant
information;

Meeting deadlines for the publication of the results;
Transparency and coherence of the provided information.

BRD-Groupe Société Générale set up and maintains a dedicate structure managing the relation with
investors and other stakeholders.

Shareholders / investors may send their requests to the Bank through e-mail or over the telephone, at
the contact data displayed on the institutional site. The relevant information is published on the Bank’s
internet page, both in Romanian and in English.

For the information of shareholders and investors, the Bank sets at the beginning of the year a
financial reporting calendar, which it sends to the Bucharest Stock Exchange and to the Financial
Supervisory Authority. The quarterly financial reporting is made according International Financial
Reporting Standards as adopted by the European Union — and in compliance with the regulations
specific to the capital markets.

In order to communicate on its financial results, BRD-Groupe Société Générale organizes meetings/
live audio webcasts with financial analysts, investment consultants, brokers and investors. These
meetings during which the results of the bank are presented are an opportunity for Bank management
and the financial market analysts to exchange opinions. The same policy of transparency has been
adopted regarding the communication with the rating agencies and with capital markets institutions. In
2016, the bank organised 1 meeting for presenting the preliminary financial results as at December
31, 2015 and 4 live audio webcasts for the interim financial results.

Page | 24

BRD | BOARD OF DIRECTORS REPORT



The financial calendar for the year 2017 is the following:

Preliminary financial results as at December 31, 2016 and February 09, 2017
meeting with journalists

Presentation of the preliminary financial results for 2016 and February 10, 2017
Q4-2016 to analysts and investors through live webcast

General Assembly of Shareholders April 20, 2017
Communication of results as of 31 December 2016 April 20, 2017
Communication of results for the 1st Quarter 2017 May 4, 2017
Communication of results for the 1st Half 2017 August 2, 2017
Communication of results for the first 9 Months 2017 November 3, 2017

OTHER CORPORATE GOVERNANCE ELEMENTS

CONFLICTS OF INTEREST

The main obligations fulfilled by the members of the Board of Directors and of the Executive
Committee, imposed at the Bank level in order to prevent and avoid conflicts of interests, are:

> the obligation to act only in the interest of the Bank and to make decisions without allowing
themselves to be influenced by any own interests that could occur in their activity;

» the obligation to keep the confidentiality of any fact, data or information which they became
aware of while performing their duties, understanding that they do not have the right to use or
reveal such information either during or after the end of their activity;

» the obligation to inform other members of the Board of Directors and the internal auditors of
any operation in which they have direct or indirect interests, which are contrary to the interests
of the Bank, and not to take part in any deliberation regarding such operation;

» members of the Management Body shall not take part in any deliberation when, in meetings of
the Board of Directors/ Executive Committee, decisions are taken about third parties with
whom they are in a conflict of interest by nature of their position.

REGIME APPLIED TO RELATED PARTIES

The internal regulations establish a set of rules for identifying, monitoring and reporting the
transactions with related parties.

INSIDER TRADING

In order to set a preventive and secured action framework for market operations performed by persons
who, on account of their position within the Bank, have access to privileged information, the Bank
established and applied a series of professional ethics rules which must be observed by directors,
executive officers and other insiders, in order to avoid the breach of the legal framework applicable to
trading with financial instruments issued by BRD.

In addition, for the purpose of protecting persons who have access to privileged information, trading
financial instruments issued by BRD is forbidden before publication of the periodical reports of the
Bank. Also, obligations have been set to report the transactions made to the Bank.
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3. HUMAN RESOURCES

KEY FIGURES 2016
» 8,420 employees at BRD Group level;
» 7,588 employees in BRD, with:
e 1,085 external recruitments
e 1,167 functional mobility
e 15.5% total turnover, out of which 9.8 %voluntary turnover.

The number of active employees of the Group as of 2016 end was 7,605 (2015 end: 7,766) while
number of active employees of the Bank as of 2016 end was 7,043 (2015 end: 7,208). The active
employees are defined as the full time employees (excluding maternity leave and long-term sick
leave).

In 2016, the Human Resources Department (HR) continued to deliver projects and actions in line with
the strategic HR axes: career management, managerial development, employee engagement,
efficiency and communication.

BUSINESS SUPPORT AND CONTINUOUS IMPROVEMENT

HR offered specific support in various business projects that aimed to optimize the structure of the
Bank in order to be more efficient and provide quality services to our clients. The Bank’s goal was to
ensure efficient and dynamic structures, in order to maximize business results. Among the main
projects there were: network reorganizations (territorial reorganizations, back office centralization,
market re-segmentation), optimizing the structure of different departments at the headquarters,
delivering support for special projects, etc.

CAREER MANAGEMENT

Throughout last year, meetings between HR and the employees continued in order to assess the
potential of each employee and ensure they are occupying the right position according to their
experience and skills. In 2016, 1,167 employees changed their position as a result of the Bank’s
internal mobility policy. Changes of functions were accompanied by specific training paths which
contain various learning methods.

There were also used online assessment tools of behavioral dimensions according to the Model of
Leadership, as solutions to increase efficiency and quality of human resources processes. These
instruments are consistent and complement each other, giving us a global objective perspective on
career management, from recruitment, leadership development and team management, identifying
training needs.

1,085 persons were recruited in 2016 from outside the Bank, mostly in the network, in order to expand
the commercial capacity, and achieve the selling objectives of the Bank.

Employees’ studies level is the following: 90% graduate studies, 10% undergraduate studies. The
percentage of trade-union members is 41.9%.

TRAINING & RISK AWARENESS

In 2016, the training plan mainly aimed the improvement of commercial and risk management skills for
all BRD employees, built around the following strategic axes:

» Developing and strengthening a risk culture awareness in BRD: e-learning programs in
cooperation with Société Générale Group (“Fighting fraud awareness”, “International
sanctions”, “KYC — for politically exposed persons”) and local e-learning programs (SSM,
KYC&AML, « Anti-money laundering and fight against terrorist financing »); personal data
protection, increasing the number of case studies presented during face-to-face trainings;
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> Integrated training programs for the new front office employees. These programmes are
focused on product knowledge and product related risks, increasing behavioural
competencies and commercial abilities development; the training approach covers face-to-
face sessions, practical exercises and e-learning modules.

» Business Academies adjusted to the bank’s customer segments - Retail Individuals (mass-
market & affluent), Retail Small Business, and Non-Retail. These trainings are modular
programs hierarchically customised, on different levels of complexity, covering three areas:
offer, financial and risk analysis and skills - sales, communication, negotiation, etc.).

» Modular management training programs, correlated with Group’s values, based on a set of
competencies in accordance with the level of expertise. Additionally, externally provided
training sessions were designed, targeting the knowledge and the sharing of the best
managerial and leadership practices.

» Tailor-made training programs for each business line are developed and updated according to
the expressed business requirements and regulatory developments;

» Behavioural training programs (customer care, communication, sales & negotiation
techniques);

» Other training programs, based on business requirements and regulations (such as CRS
trainings, certification-trainings in the field of insurance for front-office employees, knowing
banking applications which were implemented);

EMPLOYEE ENGAGEMENT AND IMPACT IN EDUCATIONAL ENVIRONMENT

Motivation and employee engagement continued to be one of the strategic axes of human resources
department. Actions for improving employees’ motivation include: Human Resources meetings
organized at an interval of minimum 18 months, increased volunteering actions among employees
through Human Resources programs organized in universities both in Bucharest and in the country
and high schools, employee’s involvement in different employer branding activities among students
through Campus Club program. It was created an integrated program of education and empowerment
in the area of banking by involving BRD’s experts both in designing and preparing the implementation,
which will begin in 2017 (Mindcraft Academy by BRD), design and implementation of technical
evidences, judging and employer brand presentation during actions taken with students associations,
identification of project ideas for promoting employer brand and recruitment.

WORK/LIFE BALANCE

In 2016 the portfolio of partnerships accounts of approximately 450 suppliers who offer discounts to all
BRD employees for a wide variety of products and services.

At the same time, there were new initiatives, while other existing events were extended:

» Program "Bookster" a modern library on different areas: self development, social affairs,
finance, success stories, hobbies, time management, literature, etc., where you can borrow
books, read articles online or view different videos. This program was extended to the network
in 2016.

» Organizing fairs for various events, for example: the 1st March (Martisor), Children's Day,
Easter, Christmas, before starting school, etc.

» Organization of seminars on health topics (gastroenterology, obstetrics-gynecology,
dermatology, etc.) or parenting.

» Improvement of working environment, methods tailored to different populations (recreation
areas, fully equipped gym, etc.).

THE REMUNERATION PoLICY AND PRACTICES

The Remuneration Policy is approved by the Board of Directors of BRD on the recommendation of the
Remuneration Committee. The Remuneration Committee is a permanent advisory committee, which
assists the Board of Directors in carrying out its responsibilities in terms of the development and
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supervision of the implementation of the Bank’s remuneration policy and consists of three non-
executive members of the Board of Directors, of which one member is an independent director. The
Remuneration Committee shall meet annually or whenever necessary.

The duration of the mandate for the General Director is four years, respectively, the period of notice
stipulated in the contract is 3 months prior to its termination, without compensation for unjust
dismissal.

BRD REMUNERATION POLICY

» ltis constantly adapted to the culture, growth and profitability objectives and to the long-term
strategy of the Bank as well as its control framework;

» It promotes a sound and efficient risks management;

> It helps limit and control possible operational risks without encouraging any risks that exceed
the Bank’s risk tolerance level. The Bank encourages a prudential behaviour (not taking
excessive risks);

» It recognises the individual and collective performance, while encouraging teamwork, ensuring
a fair and competitive remuneration subject to strictly complying with the powers and
performance; performance is assessed in a multiannual framework;

» In evaluation of individual performance, financial and non-financial criteria are considered, as:
accumulated knowledge, personal development, contribution to the team’s performance etc.

The Bank insures a correct and competitive remuneration, by strictly complying with competences and
performances, with 2 components correctly proportioned:

> fixed component;

» variable component.

Fixed remuneration — reflects the relevant professional experience and organisational responsibility,
according to the employee’s Job Description as part of the employment terms.

Fixed remuneration is great enough and represents a sufficiently high proportion of the total
remuneration to allow the application of a fully flexible policy on the components of variable
remuneration, including the possibility of not paying any of its components.

Variable remuneration — reflects sustainable and risk-adjusted performance as well as the
performance that exceeds the necessary performance to fulfil the duties provided for in the
employee’s Job Description as part of the employment terms.

Variable remuneration:

» Itis not guaranteed or carried forward automatically from one year to another. The variable
component distribution mechanisms do not guarantee the granting of sums over several
years. Thus, the variable remuneration is subject to a fair annual review process;

» The guaranteed bonuses are prohibited. BRD personnel is not overly dependent on bonuses;
> It does not limit the Bank’s ability to strengthen its capital base;

> Itis not paid through means or methods that facilitate the circumvention of the regulations in
force;

> It does not encourage taking risks which influence the Bank’s risk profile;
> It also takes into consideration all current or future risks.

» payments relating to the early termination of a contract reflect performance achieved over time
and do not reward failure or misconduct

The Bank may decide to reduce or not even grant the variable remuneration if it cannot be supported
in accordance with the overall financial situation of the Bank, of the structure in which the activity is
carried out and the employee concerned.
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The variable remuneration is considerably reduced if the Bank records a poor or negative financial
performance, taking into account both the current remuneration as well as the reductions in payments
related to the sums due, as previously determined, including malus or clawback agreements signed.
Up to 100% of the variable remuneration is subject to malus or clawback signed agreements.

For different types of jobs, it is possible to use different schemes for granting the variable
remuneration. There is a maximum limit defined for the variable component, which may not exceed
100% of the fixed component of the total remuneration.

The Bank identifies the persons forming the specific Group (identified staff of the Bank) considering
the provisions of the NBR Regulation no. 5/2013, Regulation (EU) no. 575/ 2013, Directive (EU) no.
36/2013 and the delegated Regulation (EU) no. 604/2014.

The special principles applicable to the categories of identified staff are:

>
>

The variable remuneration may decrease or not even be paid at all.

The personnel members are paid, or receive the rights related to, the variable remuneration,
including the deferred part thereof only if the variable remuneration can be supported in
accordance with the Bank’s overall financial situation and if it can be justified in accordance
with the performance of the Bank, the structure in which the activity is carried out and the
individual concerned.

The personnel members receive the rights of the deferred part of the variable remuneration,
subject of the fulfillment of the minimum performance requirements.

A major part, which, in all cases, accounts for at least 40% of the variable remuneration
component, is deferred for a period of at least three years. For identified staff, at least 50% of
any variable remuneration shall consist of shares or equivalent, which are subject to an
appropriate retention policy, designed to harmonise the incentives with the Bank’s long-term
interests.

The personal strategies for risk hedging or insurance policies related to remuneration and
liability to counteract the risk alignment effects stipulated in the personnel remuneration
agreements are prohibited. One may insure the currency risk using derivatives.

Financial data for 2016, according to the disclosure requirements covered by Art. 450, EU Regulation
575/2013 will be published at a later date, on the Bank's website.
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4. CORPORATE AND SOCIAL RESPONSIBILITY

BRD applies the principles of corporate responsibility both in its activities and business lines, through
a responsible management of bankers’ profession and human resources management as well as its
impact on the environment. The Bank also has an important role to play in supporting civil society, and
is committed to support both NGOs working in the area of social development and projects in
education, culture or sport.

RESPONSIBILITY APPLIED TO BUSINESS LINES
EQUATOR PRINCIPLES

BRD applies the Equator Principles since 2009. This commitment taken by Société Générale Group
provides, for the social and environmental risk assessment of projects, the allocation of over 10 million
USsD.

RESPONSIBILITY TO THE COMMUNITY
EDUCATION

Teachers development programs. The level of education in Romania is in our focus because it is
closely linked to the development and the competitiveness of our society. Romania is ranked 48 of 70
in PISA tests, with decreasing results from the previous test, in 2013.

In 2016, the main concern was to continue the strategy of involvement in the education system,
considering that teachers are the ones who can improve this system. The quality of the education
system cannot exceed the quality of its teachers. Therefore we decided to support the professional
development of the teachers, in order to impact the system.

We continued the collaboration with the project “Another way of teaching Physics” program designed
by the Centre for Educational Evaluation and Analysis, which reforms the way of teaching physics in
secondary schools. This program promoting learning through investigation method has trained over
1,400 teachers so far and have made available to teachers, teaching methodological guides, notes
and assessment tools.

Financial Education Programs. Together with Junior Achievement Romania we continued to explain
to children that education is important and to show them the value of economic education in the long-
term. In the fourth year of the “Education gives value!” project, there were over 100 BRD employees
as volunteers who donated 395 working hours to 2, 400 students in classes with risk of school
dropout.

We've started the financial education programme "Understanding Money” for primary schools,
program developed by the Association for Promoting Education Performance. Through this program
we want to contribute to better education of children about money and financial instruments.

Scholarships for journalists. We are also interested in building a new generation of journalists
specialized in education, and we have continued BRD/ Superscrieri Scholarships in education. The
project is at the second edition and offered 6 scholarships & mentorship program to young journalists
to write about the educational system in Romania.

Technology and Innovation. Economic growth is closely related to innovation, especially
technological creativity, and its absorption rate within society. That's why we started a series of
programs to promote new technologies among youngsters.

"Mindcraft — a BRD development kit’is a program aiming to encourage young people to develop
through technological creativity and innovation. Under the Mindcraft's umbrella BRD support for young
people is reflected in partnerships with competitions and programs that encourage technological
creativity: national robotics competition like BRD Firsts Tech Challenge, robotic lab like MINDCRFAT
HUB opened inside the Polytechnic University in Bucharest, or the patronage of high school students’
teams like Autovortex and heRObotics participating in robotic competition.

In the same time, BRD promise is reflected in programs to develop youth entrepreneurship through
partnership with Innovation Labs, one of the most popular business accelerators in Romania. Here
young people are encouraged to propose innovative ideas to a jury of specialists, a step towards their
own business.

Page | 30

BRD | BOARD OF DIRECTORS REPORT



New Journalism. We are involved in supporting young journalism that brings a new standard of
quality and creativity in the narrative journalism and nonfiction writings of Romania. We have been
involved in supporting independent publishing platforms like Republica and Decat o Revista and, for
the third year we are supporting “Superscrieri Awards” - the event which rewards the best nonfiction
writings in Romania.

Together with Friends For Friends Foundation we want to contribute to the growth of a new generation
of journalists. With this thought we organized together journalistic scholarships Superscrieri / BRD for
education, that awards 6 teams of journalists who have documented and written press materials about
the education system in Romania.

Also, animated by the same spirit to build a platform for young journalists, we’ve founded the cultural
publication Scena9.

CULTURE

BRD is investing in culture with the belief that we need leaders and projects that remind us where we
come from, who we are and where we go. We invest in music, visual arts, film, performing arts, in
projects where young people can find development platforms. We support projects that provide wider
public access to the culture but also projects that build new audiences, especially young audiences.

In 2016, we rebuild our cultural publication www.Scena9.ro, a platform that charts the cultural scene in
Romania and etch out the portrait of this new generation that makes our world go round. At Scena9, a
team of young journalists bookmark cultural news, write about what is relevant, new, and yet to be
discovered life, the goings on that enrich the local cultural landscape. They watch the new generation
of makers from the widest possible range of fields, follow their projects and map their evolution.

The most important partnerships in 2016 in performing arts were with Sibiu International Theatre
Festival, Bucharest National Theatre Festival and Youth Theatre Festival Ideo Ideis from Alexandria.
We also organized theatre tours in several cities with 2 performances: "Vanilla Skype" a co-production
Ideo Ideis and Theatre ACT from Bucharest and "#minor" — a production of Radu Stanca Sibiu
Theatre, which talks about issues present in Romanian society today, and invite the public to dialogue.

Contemporary art. Our partnerships aimed on the one hand support the production of valuable
contemporary art exhibitions and on the other hand the existence of educational program that explains
the artistic projects.

Through our partnership with the Art Gallery Eastwards Prospectus, we brought in Romania, in 2016
two important artists: Tania Mouraud and Damir Ocko, the first being a complex artist precursor of art
street, the second is a young Croatian artist who represented Croatia at the Venice Art Biennale in
2015.

Also for the first time we were the main partner of White Night of the Galleries event that celebrate
contemporary art. We have organized in Rezidenta Scena9, our cultural hotspot, the main exposition
of the event "No Men's Land" exhibition which brought together artists from 10 cities in Romania. We
also organized guided tours and a workshop for children called "What's the idea with contemporary
art."

Classical music is a way for us to share with the public the values we believe in: excellence,
innovation, commitment.

SoNoRo Conac (Mansion) started from the idea of increasing the public awareness about the
multitude of rehabilitated buildings, but in which no cultural events ever take place. These are
fabulous, spectacular, elegant buildings which, nonetheless, are not used for cultural purposes. The
concerts performed in various regions of Romania favour the cultural dialogue and are destined to a
selected audience.

Stradivarius Tour is another project which combines artistic excellence with generosity. The project
aims to bring classical music sound to a broader audience. Each year, the violinist Alexandru
Tomescu include between 10 and 15 large and medium cities in Romania in his music Tour, at his
concerts assisting thousands of people. During those tours, people are encouraged to contribute
financially to support “Enescu Academy” a project aiming to bring artistic education to children from
the north part of Romania.

One of the most important partnerships is with the Princess Margareta of Romania Foundation for
supporting the Young Talents program - over 30 young artists received scholarships and access to
creative camps, competitions abroad, mentoring programs and promotion.
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Other projects that we have started or continued in 2016 are related to the film industry. We are
partners of the Festival "Les Films de Cannes a Bucarest", "Anonimul" and "FARAD" - a very young
documentary film festival. In 2016 we started with Scena9 and film director Cristian Mungiu, Camera9
program - a grant program for short films made by young filmmakers.

INVOLVEMENT MECHANISMS

BRD tries to create mechanisms through which employees, but also its customers and partners, can
become involved in a permanent manner.

Through the internal program called “Superoameni pentru Supersanse” aimed at salary donations,
almost 1,000 employees donate monthly amounts that are then doubled by the Bank. In 2016 we
continued the partnership with Hope and Homes for Children Romania, whose goal is that by 2020,
there would not be any abandoned child in old-style state institutions.

In 2016, 407 children from vulnerable families were included in a prevention program from school
dropout and family abandonment. Also, 56 representatives of the child protection authority participated
in trainings and conferences related best practices on preventing child separation from family and
school dropout. Also, the rehabilitation of the Bucium Centre for gifted children in lasi has been
finalised.

SPORTS

Be it tennis, football or handball, experienced athletes or young talents, BRD reaffirms its commitment
to promoting sports in Romania. The most representative partnerships are: BRD Nastase Tiriac
Trophy (6th edition), BRD Bucharest Open and the partnership with the Romanian Handball
Federation. Together with the Romanian Handball Federation have created a training program for
teachers who provide a valuable video on how to teach handball in high school classes.

ENVIRONMENT RESPONSIBILITY

Responsibility to protect the environment goes beyond legal mandatory issues, and represents a
voluntary commitment of the Bank which aims at constantly reducing CO2 emissions coming from its
own activities.

COLLECTION AND RECYCLING OF WASTE IN BRD

BRD implemented a program of collection and recycling of waste from electric and electronic
equipment, in partnership with the associations Recolamp and Ateliere fara Frontiere. In 2016 BRD
donated 43.9 tones of electric and electronic waste, being the largest contributor of the Ateliere fara
Frontiere association.
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5. GROUP ACTIVITY AND RESULTS

ECONOMIC AND BANKING ENVIRONMENT 2016

Romania’s GDP increased by 4.7% in 2016 versus 2015. Local economy registered the highest
growth since 2008. The growth was driven mostly by private consumption, boosted by the increase in
disposable income, cut of taxes and a favourable interest rate environment. At the same time,
investments increased their positive contribution to the economic growth compared to 2015.

Inflation rate remained in negative territory for a second year in a row, influenced by the cut of VAT
rate from 24% to 20% in January 2016. As of 2016 end, the inflation rate reached -0.5% compared to
2015 end.

NBR maintained an accommodative monetary policy throughout 2016, keeping the key policy rate
unchanged at 1.75%. The minimum reserve requirements for FX liabilities were reduced twice during
the year, from 14% to 10% and maintained at 8% for RON liabilities.

As of Dec 2016 end, outstanding loans dynamic remained well behind the expectations which outlined
at the beginning of the year. Loans granted to individuals increased by 4.5% (adjusted for the
exchange rate variations) with their growth driven by RON-denominated housing and consumer loans.
The disbursements made through “Prima Casa” Governmental programme still had a strong
contribution to the advance of the housing loans, while the PIK law enforcement generated a reduction
in demand for these types of loans, following the increase in the down payment by most of the banks.

Loans granted to companies declined, despite favourable interest rate environment and rapid advance
of the economic activity. The stock of gross loans decreased by -1.7%, markedly influenced by the
write-off and sales operations made by banks as a result of their continuous efforts of cleaning their
balance sheets.

Banking system deposits growth remained strong, +7.3% against December 31, 2015 (adjusted for the
exchange rate variations) mostly driven by household savings.

The risks related to the legislative initiatives approved in 2016, PIK Law and the Law on converting
CHF - denominated loans into leu-denominated loans, based on historical exchange rates, reduced
significantly following the resolutions of Romanian’s Constitutional Court. More precisely, PIK law
(payment in kind) can be applied only in exceptional cases characterized by unforeseen
circumstances (i.e. the existence of hardship within the contract) with such circumstances remaining to
be judged on a case-by-case basis by a court of law while the Law on converting CHF - denominated
loans into leu-denominated loans based on the historical exchange rates was declared
unconstitutional.

The ratio of non-performing loans, according to European Banking Authority definition, declined from
20.7% at 2014 end to 13.5% at 2015 end and further to 9.5% at 2016 end, supported by balance
sheet cleaning operations.

The capitalisation of the Romanian banking system remained comfortable , with a capital adequacy
ratio of 18.3% at 2016 end.

Return on equity reached 10.7% in 2016, compared to 11.8% in 2015.

Page | 33

BRD | BOARD OF DIRECTORS REPORT



MAIN ACHIEVEMENTS IN 2016

The positive trends on the retail segment continued in 2016 as shown by the increase in the number of
active individuals customers as well as their improved average equipment, by the robust credit
origination dynamics and by the higher market share on deposits.

In spite of intensive competition, lending volumes to large corporate clients registered a significant
growth, as a result of BRD’s deep and sustainable customer relationships on the segment.

BRD’s main achievements in 2016:

vV V V¥V V

Strong client acquisition dynamics, with the number of active individual customers increasing
by 37k in 2016 to 2.15 million;

Continued digital transformation: stock of remote banking contracts (internet and mobile
banking) for individuals up by 30% year on year;

Individuals deposits increase above banking system, market share at 14.0% as of Dec 2016
end

Solid growth in credit origination on retail and large corporate segments
Leader on custody and depository services market (69% market share)
Leader on factoring market with operations of EUR 822 million in 2016

Co-Manager and Co-Bookrunner for the Ministry of Finance bond issue addressed to retail
investors (over RON 700 million nominal value)

Recognized innovation capacity, with MyBRDMobile awarded “ mobile application of the year”
by MasterCard and the newly launched credit card distinguished as "best product on the
market” by e-finance

“Best Trade Finance Bank in 2016” and “Safest Bank in Romania” awards by Global Finance
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COMMERCIAL ACTIVITY

As at December 31%, 2016 the Bank had 810 branches (31.12.2015: 829 branches), ensuring the
distribution of its products and services throughout the whole country.

The Bank’s number of active individual customers rose by 37,000 in 2016 reaching 2.15 million
customers at 2016 end.

Moreover, the equipment rate for individuals continued to rise, from 3.95 at December 31, 2015 to
4.07 at December 31, 2016, benefitting from increasing demand for remote banking solutions.

Number of active individual customers* Number of remote banking contracts for
(x 1000) individual customers* (x 1000)
+14k +37k 1,151
888 318
196
634
692
541
Dec-14 Dec-15 Dec-16 Dec-14 Dec-15 Dec-16

EMyBRD Net ™ MyBRD Mobile

© Bank only (active clients are the clients who have at least one of the following types of bank products: active current account,
active card, loan, deposit, savings account)

BRD held a market share of 12.9% of total assets at December 31, 2016.

2014 2015 2016
TOTAL ASSETS 12.4% 13.0% 12.9%
LOANS 13.7% 13.1% 13.2%
Individuals 16.9% 16.8% 16.9%
Companies 11.0% 9.8% 9.7%
DEPOSITS 14.2% 14.8% 14.0%
Individuals 13.3% 13.8% 14.0%
Companies 15.5% 15.9% 14.0%
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The structure of the customer loans at Group level evolved as follows over the last three years:

RON bin Dec-14 Dec-15 Dec-16 vs. Dec-15
Retail 17.3 18.2 19.1 5.5%
Individuals 16.6 17.5 185 5.5%
Small business 0.7 0.6 0.7 4.4%
Non-retail 9.5 8.9 8.7 -1.9%
SMEs 4.6 3.2 2.6 -17.4%
Large corporate 4.9 5.7 6.0 6.8%
Total net loans 26.8 27.0 27.8 3.1%
Financial lease receivables 0.5 0.5 0.7 20.8%
27.3 27.6 28.5 3.4%

Total net loans, including leasing

The stock of net loans of BRD Group as of December 31, 2016 reached RON 28.5 RON billion, higher
by 3.4% against December 31, 2015 due to the positive performance registered on individuals and
large corporate segments.

On individuals’ segment, net loans outstanding increased by 5.5% in 2016, driven by a further
advance of unsecured consumer loans and housing loans. Unsecured consumer loan production, was
up by 20.3% year on year to RON 4.0 billion, while the total loan production on the individuals’
segment increased by 11.2% to RON 5.6 billion (from RON 5.0 billion in 2015).

On the non retail segment, the net loans outstanding amount contracted by 1.9%, year on year,
adversely impacted by the decline of net loans to SMEs. Lending to large corporate remained on an
ascending trend, up by 6.8% against December 31, 2015, in spite of intensive competition on the
segment.

The customers’ deposits structure at Group level evolved as follows over the last three years:

RON bin Dec-14 Dec-15 Dec-16 vs. Dec-15
Retail 21.4 23.6 26.0 10.0%
Individuals 18.2 20.2 22.5 11.4%
Small business 3.2 35 3.5 2.1%
Non-retail 14.6 17.5 16.2 -1.7%
SMEs 5.8 6.4 6.3 -0.3%
Large corporate 8.8 11.2 9.8 -12.0%
Total deposits 36.0 41.2 42.2 2.5%

Outstanding customer deposits increased by +2.5% versus December 31, 2015 with an important rise
on retail deposits, up +10.0% versus December 31, 2015, despite the low level of interest rates. Non
retail deposits contracted year on year, in a context of very comfortable liquidity situation. Market
share on the individuals’ segment increased to 14.0% at December 31, 2015 from 13.8% at December
31, 2015.

For the evolution of the main components of the net banking income please refer to “Financial results”
section.
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SUBSIDIARIES ACTIVITY

BRD SOGELEASE IFN SA

As of December 31, 2016, BRD Sogelease net outstanding of leasing financing was RON 664 million,
increasing by 20.8% against 2015. New leasing production reached RON 526 million, compared to
RON 325 million in 2015, higher by 62% year on year, significantly outperforming the market.

Based on the favourable evolution of several economic sectors in 2016, BRD Sogelease succeeded a
good diversification of financing, managing a balanced portfolio by type of financed assets. The
rigorousness in the selection of the partners also sustained the consolidation of a healthy and durable
portfolio going forward.

According to the latest statistics issued by the Financial Companies Association in Romania (ALB) at
September 30, 2016, BRD Sogelease ranked 4™ within the top of financial leasing companies in
Romania, with a market share of 7.7%.

The confirmation of this successful year was brought by the award "Best in financial leasing in 2016"
received by BRD Sogelease at the end of 2016 from “Piata Financiara” magazine.

BRD FINANCE IFN SA

BRD Finance results in 2016 revealed a positive evolution: the net loan portfolio increased by 12.5%
reaching RON 455 million, while the loan production recorded a strong improvement, up 16.7% due to
increases on all type of products (revolving, consumer and car loans). Net banking income reached
RON 89.6 million, up 9% compared to 2015.

The performance is sustained by the continuation of the commercial strategy based on the
consolidation and development of key partnerships, combined with the constant optimization of
internal processes and a strict control of costs and risks.

BRD ASSET MANAGEMENT SA

BRD Asset Management is one of the most important actors on the Romanian UCITS market, with a
market share of 12.07% at the end of 2016. The company had RON 2.8 billion assets under
management at the end of 2016. Operating revenues summed RON 14.1 million in 2016, up by 12%
Versus previous year.

BRD Asset Management offers 7 different open-end funds diversified in terms of portfolio structure,
risks and target yield, recommended investment period. Among those, BRD Simfonia, BRD Obligatiuni
(denominated in RON), BRD Eurofond (denominated in Euro) and BRD USD Fond (denominated in
USD) invest in fixed income and money market instruments and have no stock holdings. BRD Diverso
is a balanced fund with investments in Central and Eastern Europe stock markets, the rest being
invested mainly in money market and fixed income instruments. BRD Actiuni fund is focused on
stocks, as well as BRD Index which is an index tracker fund.
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FINANCIAL POSITION ANALYSIS

The below financial position analysis is made based on the separate and consolidated financial
statements prepared according to the International Financial Reporting Standards, for the period
ended December 31, 2016 and the comparative periods.

FINANCIAL POSITION — ASSETS

The total assets at December 31, 2016 increased by 3% for the Bank and by 3.4% for the Group vs
2015 end.

The structure is presented below:

THE BANK
Assets (RONm) Dec-14 Dec-15 Dec-16  %total  vs. Dec-15
Cash and current accounts with Central Bank 7,190 8,820 7,140 14.1% -19.0%
Loans and advances to credit institutions 1,236 2,288 1,971 3.9% -13.8%
Net loans and advances to customers 26,461 26,648 27,385 54.1% 2.8%
Other financial instruments 9,053 10,295 12,947 25.6% 25.8%
Tangible and intangible assets 1,027 985 976 1.9% -1.0%
Other assets 212 157 239 0.5% 52.6%
Total assets 45,180 49,193 50,658 100.0% 3.0%
THE GROUP
Assets (RONm) Dec-14 Dec-15 Dec-16  %total vs. Dec-15
Cash and current accounts with Central Bank 7,190 8,820 7,140 13.8% -19.0%
Loans and advances to credit institutions 1,263 2,315 1,998 3.9% -13.7%
Net loans and advances to customers 26,777 27,014 27,839 53.7% 3.1%
Financial lease receivables 549 549 664 1.3% 20.8%
Other financial instruments 9,019 10,277 12,947 25.0% 26.0%
Tangible and intangible assets 1,041 999 988 1.9% -1.1%
Other assets 242 205 306 0.6% 49.3%
Total assets 46,081 50,179 51,881 100.0% 3.4%

LOANS AND ADVANCES TO CUSTOMERS

The net loans’ outstanding amount to customers increased compared to previous year driven by the
positive performance registered on individuals and large corporate segments.

CASH, CURRENT ACCOUNTS WITH THE CENTRAL BANK AND LOANS AND ADVANCES TO CREDIT
INSTITUTIONS

Cash and current accounts with the central bank and loans and advances to credit institutions
decreased by 18% versus December 31, 2016 for both the Bank and the Group. The most important
component of this aggregate, the minim reserves held with the Central Bank, decreased by 14% from
RON 4,275 million as of December 31, 2015 to RON 3,670 million as of December 31, 2016, following
the NBR decision to cut the reserve requirements for foreign currency liabilities from 14% as of
December 2015 to 10% as of December 2016.

OTHER FINANCIAL INSTRUMENTS

Other financial instruments mostly represent treasury bills and bonds issued by the Romanian
Government which are accounted as available for sale and trading instruments, and also derivatives.
This item accounts for 25% of the total assets and increased by 26% compared to December 31,
2015.
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TANGIBLE AND INTANGIBLE ASSETS

The tangible and intangible assets accounted for circa 2% of the total assets. The most important
share is represented by land and buildings, which accounted for 66% of tangible and intangible assets

for the Bank and 65% for the Group.

Total value of investments made by the Group in 2016 was of approximately RON 120 million for the
Bank and RON 122 million for the Group, compared to RON 92 million for the Bank and RON 96
million for the Group in 2015. IT investments represented around 70% of the total. There is no

capitalized research and development expenditure.

FINANCIAL POSITION — LIABILITIES

The comparative statement of liabilities, for the period 2014 — 2016 is as follows:

THE BANK

Liabilities and shareholders equity (RONm)

Amounts owed to credit institutions
Amounts owed to customers

Other liabilities

Shareholders equity

Total liabilities and shareholders equity

THE GROUP

Liabilities and shareholders equity (RONm)

Amounts owed to credit institutions
Amounts owed to customers

Other liabilities

Shareholders equity

Total liabilities and shareholders equity

AMOUNTS OWED TO CUSTOMERS

Dec-14 Dec-15 Dec-16  %total vs. Dec-15
3,001 1,049 670 1.3% -36.1%
36,041 41,272 42,291 83.5% 2.5%
646 891 1,330 2.6% 49.3%
5,492 5,981 6,367 12.6% 6.5%
45,180 49,193 50,658  100.0% 3.0%
Dec-14 Dec-15 Dec-16  %total vs. Dec-15
3,699 1,801 1,633 3.1% -9.3%
35,954 41,179 42,193 81.3% 2.5%
677 942 1,382 2.7% 46.8%
5,750 6,257 6,674 12.9% 6.7%
46,081 50,179 51,881 100.0% 3.4%

The Group, as well as the Bank, benefit of a high financial autonomy and a stable funding base.
Amounts owed to customers increased by 2.5% compared to December 31, 2015 and accounted for

93% of the total liabilities at Bank level and 95% at Group level.

AMOUNTS OWED TO THE CREDIT INSTITUTIONS

Amounts owed to credit institutions represent mainly borrowings from International Financial

Institutions and the Parent, and stood at circa 2% of the total liabilities for the Bank and 4% for the

Group at December 31, 2016

BRD Group’s borrowings from Société Générale totalled circa RON 0.9 billion (2.2% of total liabilities).
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SHAREHOLDERS’ EQUITY

The shareholders’ equity increased by circa 7% versus December 31, 2015 for the Bank and the

Group, due to the current year result.

The structure of the shareholders’ equity evolved as follows:

THE BANK

Shareholders' equity (RONm)

Share capital

Reserves from revaluation of available for sale
assets

Reserves from defined pension plan

Retained earnings and current result

Total shareholders' equity
THE GROUP

Shareholders' equity (RONm)

Share capital

Reserves from revaluation of available for sale
assets

Resenes from defined pension plan

Retained earnings and current result
Non-controlling interest

Total shareholders' equity

LIQUIDITY POSITION

Both the Bank and the Group maintained very comfortable liquidity levels in 2016.

Dec-14 Dec-15 Dec-16  vs. Dec-15
2,516 2,516 2,516 0.0%
342 380 277 -27.2%

10 12 (5) -137.4%
2,625 3,073 3,580 16.5%
5,492 5,981 6,367 6.5%
Dec-14 Dec-15 Dec-16 vs. Dec-15
2,516 2,516 2,516 0.0%
342 380 277 -27.2%
10 12 (5) -137.4%
2,831 3,300 3,836 16.2%
52 49 50 2.3%
5,750 6,257 6,674 6.7%

The net loans/deposits ratio reached 64.8% at December 31, 2016 (from 64.6% at December 31,
2015) for the Bank and 67.6% for the Group (from 66.9% at December 31, 2015), including financial

lease receivables.
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2016 FINANCIAL RESULTS

The comparative income statement of the Bank for the period 2014 — 2016 is presented below:

RONm

2014 2015 2016 16/15
Net banking income, 2,498 2,474 2,634 6.5%
out of which
- net interest income 1,496 1,422 1,481 4.2%
- net commissions 737 718 737 2.6%
- other banking income 266 333 416 24.8%
Operating expenses -1,255 -1,310 -1,310 0.0%
- staff expenses -615 -612 -643 5.1%
- non-staff expenses -640 -698 -667 -4.4%
Operating profit 1,243 1,164 1,324 13.8%
Net cost of risk -1,193 -631 -461 -26.9%
Gross result 50 533 863 62.0%
Net result 43 445 728 63.5%

The comparative income statement of the Group for the period 2014 — 2016 is presented below:

RONm 2014 2015 2016 16/15
Net banking income, 2,623 2,595 2,778 7.0%
out of which

- net interest income 1,585 1,516 1,586 4.6%
- net commissions 765 750 773 3.1%
- other banking income 273 330 419 27.0%
Operating expenses -1,328 -1,385 -1,388 0.2%
- staff expenses -656 -655 -688 5.1%
- non-staff expenses -672 -731 -700 -4.2%
Operating profit 1,295 1,210 1,390 14.9%
Net cost of risk -1,215 -658 -484 -26.5%
Gross result 80 552 907 64.3%
Net result 68 467 763 63.4%

: . . 0

Profit attributable to equity 63 466 758 62.6%

holders of the parent

BRD Group net banking income reached 2,778 million RON in 2016, up by +7.0% versus 2015.
Despite persistent low interest rate environment, net interest income increased by +4.6%, driven by
volume growth on the retail segment and positive structure shifts. Net fees and commissions were up
by 3.1%, thanks mostly to higher revenues from cards, insurance and internet and mobile banking
subscriptions. Other banking income rose by 27.0% year on year, with a substantial contribution from
VISA Europe transaction (RON 103 million, recorded in the second quarter). Excluding non-recurring
items, the growth in net banking income amounted to 3.0%

Operating expenses remained quasi stable year on year (+0.2% versus 2015) as the increase in staff
expenses was offset by savings realised on other costs categories. The cost/income ratio improved by
3.4 percentage points, to 50.0% in 2016 compared to 53.4% in 2015.
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Risks costs were substantially lower versus 2015 (-26.5%, to RON 484 million from RON 658 million in
2015) reflecting the continued improvement in the asset quality. The ratio of non-performing loans
(according to EBA methodology) was reduced by 2.8 percentage points to 10.5% as of December 31,
2016 from 13.3% as of December 31, 2015, supported by balance sheet cleaning operations through
write-offs and sales of non-performing loans. The coverage of non-performing loans (according to EBA
methodology) was increased from 69.3% at December 31, 2015 to 76.6% at December 31, 2016.

BRD Group’s net profit reached RON 763 million, up by 63.4% compared to 2015, driven by higher net
banking income, disciplined cost control and lower risk costs. Return on equity stood at 11.8% (+4.0
percentage points compared to 2015). Excluding non-recurring items return on equity reached 10.1%.
Return on assets increased by 0.5 percentage points from 1.0% in 2015 to 1.5% in 2016. Net profit for
the Bank increased to RON 728 million, up 63.5% from RON 445 million in 2015.

Neither Bank’s nor the Group’s revenues depend on a single or group of connected customers; hence
there is no risk that the loss of a customer might significantly affect the income level.

No important events were identified after the reporting date.
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6. RISK MANAGEMENT

Risk management within BRD is based on an integrated concept that takes into account the statutory
and regulatory norms as defined and required by the NBR and European Supervisory Bodies, together
with the risk management standards of Société Générale.

RISK MANAGEMENT OBJECTIVES AND RISK APPETITE

Risks are managed within a continuous process of identification, assessment, control and reporting,
considering risk limits, approval authority, segregation of duties and other mitigation techniques.

The main objectives of the Bank’s risk management strategy are:

» to contribute to the business development by optimizing its overall risk-adjusted profitability in
accordance with its risk appetite

» to guarantee the Bank’s sustainability as a going concern, through the implementation of an
efficient system for risk analysis, measurement and monitoring

» to encourage diversification of risks with the aim of keeping a balanced risk-return profile for
all activities of BRD group entities

» to comply with regulatory capital requirements

This takes the form of:

» clear principles for governing, managing and reporting risks

» determining and formally defining the risk appetite

> effective risk management tools

» arisk culture that is cultivated and established at each level of the Bank
The risk management principles are aligned to the legislative and regulatory rules in force and reflect
practices and standards of good conduct and ethics accepted by the banking industry.

The Bank is exposed to the risks inherent to its core businesses. Given the diversity and changes in
the Bank’s activities, its risk management strategy focuses on the following main categories of risks,
any of which could adversely affect its business, results of operations and financial situation:

» Credit risk and associated risks

Liquidity risk

Structural risks (interest rate risk and foreign exchange risk in the banking book)
Market risk in trading book

Operational risk

Compliance risk

VvV V V V VYV V

Reputational risk
» Strategic risk

The risk appetite is the expression of the level of risk that BRD is willing to accept in order to deliver its
business objectives. The risk appetite is set in order to ensure the long term viability of BRD by
assuming risks which are well understood and within BRD’s risk bearing capacity.

Bank’s risk appetite statement is structured along two dimensions: quantitative and respectively
qualitative. The Bank defines its quantitative risk appetite by reference to three main strategic
dimensions - Profitability, Capital Adequacy and Creditworthiness - on the basis of the annual strategic
planning, in order to ensure alignment of risk, capital and performance targets, which allows the Bank
to:

» Set capital adequacy goals with respect to risk, considering strategic focus and business
plans
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» Assess risk-bearing capacity with regard to internal and external (regulatory) requirements

> Apply stress testing to assess the impact on the capital demand, capital base and liquidity
position.

The qualitative statements are defined to complement the quantitative part of the risk appetite, setting
the overall tone for BRD’s approach to risk taking.

Key indicators for determining Risk Appetite and their evolution are regularly monitored over the year
in order to detect any events that may result in unfavorable developments on the Group’s risk profile.

RISK MANAGEMENT GOVERNANCE

The Group’s risk management governance is based on the following dimensions:

» Strong managerial involvement in the risk management system and promotion of risk culture,
throughout the entire organizational structure, from the Board of Directors down to operational
teams

» Clearly defined internal rules and procedures

» Communication of key risk related information across the organization in a timely, accurate,
comprehensible and meaningful manner

» Continuous supervision by an independent risk function to monitor risks and to enforce rules
and procedures

BRD risk management is governed by the Board of Directors, assisted by the Audit Committee and
the Risk Management Committee. The Risk Management Function is operationally in charge with the
implementation of an effective and efficient risk management framework, developing standards,
policies, methodologies and tools for the identification, evaluation, monitoring and control of significant
risks and ensuring that the Board of Directors and/or its Risk Committee and the Executive Committee
receive regular communications/ reports on the evolution of the Bank’s risk profile.

The Risk and Finance departments, which are independent from the business departments, are
dedicated to risk management and control activities under the authority of the Executive Committee.

Specialized committees are also assisting the Board of Directors and the Executive Committee to
accomplish their risk management and control responsibilities.

Board of Directors

The Board of Directors approves the risk and business strategy of BRD, sets the risk appetite and
tolerance levels and ensures that the Executive Committee properly transposes them at operational
level.

Audit Committee

The Audit Committee plays a crucial role in the assessment of the quality of the internal control. It is
responsible for examining the internal framework for risk monitoring to ensure its consistency and
compliance with procedures, laws and regulations in force.

Risk Management Committee

The Risk Management Committee advises the Board of Directors with regards to the risk appetite and
the global risk strategy and assists it in the monitoring of the risk strategy implementation.

Executive Committee

The Board of Directors delegates the day to day management of BRD to the Executive Committee.
The Executive Committee is responsible for the implementation of the strategies approved by the
Board of Directors and ensures that a proper organization and informational flows are in place.

Specialized committees assisting the Executive Committee

The Assets and Liabilities Committee has the main objective of ensuring the management of assets
and liabilities structure, liquidity and funding sources management, structural risks management
(interest rate risk and foreign exchange risk in banking book) and capital management.
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The Crisis Committee ensures the management of the crisis situations and defines the necessary
resources and organization to face such situations.

The New Products and Significant Changes of Activity Committee mission is to make sure that all the
risks associated with the launch of new products, new activities or externalized activities or their
significant changes, are correctly identified, analyzed and assessed.

The Internal Control Committee has as main objective the assessment of the effectiveness of the
internal control system.

The Risk Retail Committee has as main objective the analysis of the measures proposed by relevant
structures in order to improve the performance of Retail lending activity and the monitoring of the
associated risk indicators.

The Steering Committee supports the Executive Committee to follow-up the Bank’s projects.

RISK GOVERNANCE PRINCIPLES

The key objective of risk management is to ensure that all risks are managed in the best possible way
for all stakeholders. Risk management governance relies on the three lines of defense model, which
reinforces segregation of duties between various control functions.

The first line of defense is represented by the Managerial Supervision, which is the responsibility of all
business units. The Managerial Supervision is coordinated by the Permanent Control Division.

The second line of defense is represented by the functions overseeing risks, which provide support to
the business/operational functions in executing their duties. The second line functions are Finance
Department, Risk Management Department, Permanent Control Division, Compliance Division, Legal
Division and Information Systems Division. The results of the risk management process are formalized
through reports submitted to the Board of Directors and the Executive Committee, the Audit
Committee and regulatory bodies.

The third line of defense is represented by the independent assurance provided by the Internal Audit
function. The Internal Audit function reports to and operates under the mandate of the Board of
Directors. The BRD risk management principles, procedures and infrastructures and their
implementation are independently reviewed and monitored by Internal Audit.

ORGANIZATION

Risk Department

The organization of the risk function is established on the principle that risk assessment departments
must be independent from the operating divisions. The Bank’s centralized risk management function is
performed at the level of the Risk Management Department, which has the following main
responsibilities:

» Draws up, proposes and contributes to the implementation of the Bank’s risk management
strategies and policies.

» Performs the identification, analysis, assessment and direct management of the following
risks: credit risk, risks associated with credit risk and market risk.

> Is responsible for maximizing recovery of distressed or non performing credit exposures,
including by legal measures.

Finance Department

The Finance department is responsible for the management of the liquidity risk and structural risks
(interest rate risk and FX risk in banking book). As coordinator of the budgeting and planning
processes, it ensures that the financial risk and business strategies are aligned. Finance department is
also responsible with the capital management, aggregation of the capital requirements and capital
adequacy assessment and reporting.
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Other departments

The management of operational risk is performed within the Permanent Control Division, which, as
main responsibility, defines and implements the Bank's strategy in operational risk management,
business continuity and crisis management. In the context of operational risk, legal risk is managed by
the Legal Division, while information security risk is managed by Information Security Department.

The Compliance Division deals with compliance and reputational risks.

MAIN RISK FACTORS

The economy and financial markets continue to display high levels of uncertainty, which may
materially and adversely affect the Bank’s business and financial situation

Banking business is highly sensitive to changes in financial markets and economic conditions. BRD
could be confronted with a significant deterioration in market and economic conditions resulting from,
in particular, regional recessions, crises affecting capital or credit markets, currency exchange rates or
interest rates, inflation or deflation, sovereign debt rating downgrades. Such occurrences, which may
develop quickly and may not be hedged, could affect the operating environment for financial
institutions for short or extended periods and have a material adverse effect on the bank’s financial
situation, results of operations or cost of risk.

Unpredictability of legal framework may lead to increased pressure in the banking environment

The uncertainty and lack of predictability of legal changes (such as the insolvency law for individuals
and the Payment in Kind law) could have an adverse effect on financial institutions and, hence, on
BRD'’s business, financial situation and results of operations.

The Bank operates in a highly competitive environment, with a trend towards consolidation

The financial services industry is intensely competitive, and is expected to remain so. Competition
refers to transaction execution, products and services, innovation, reputation and price. Pricing
pressures may increase in these and other areas in the future as some competitors seek to obtain
market share by reducing prices.

In addition, certain sectors of the financial services industry have become more concentrated, as
institutions involved in a broad range of financial services have been acquired by or merged into other
firms. Such changes could result in the Group’s remaining competitors benefiting from greater capital
resources or other advantages, such as the ability to offer a broader range of products and services,
which may enhance their competitive position.

CREDIT RISK MANAGEMENT

BRD'’s credit risk management is well integrated with SG's risk management processes. Some of the
main principles employed in managing credit risk are as follows:

» client credit due diligence maintaining conservative underwriting standards

» diversified credit portfolio on client, industry, and product-specific concentrations being
assessed and managed against our risk appetite

» well formalized processes for credit approval, including a strictly defined mechanism of
delegated credit competencies and approval limits; credit approval authorities are
assigned to individuals according to their qualifications, experience and training

» use of well-defined origination criteria by type of customer, including thorough knowledge
of borrowers as well as the purpose and structure of the credit, in-depth analysis of
sources of repayment and risk mitigation through requests for collaterals or personal
guarantees

» use of an internal rating system for corporate counterparties

v

segregation of duties between front office and back office activities

» review and approval by senior management of new products and significant changes to
activities/ processes
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ongoing follow-up of credit exposures, at single and group level
regularly monitoring and reporting to senior management on the quality of credit portfolios

regular independent review of lending activities by the Bank’s Internal Audit department

YV V V V

identification and management of non-performing loans and assessment of workout
activity using objective indicators

BRD exposure to credit risk is derived from its commercial, treasury and trading activities, the
commercial activities representing the core business of the Bank.

Exposures on sovereign risks are concentrated on the Romanian State and consist of the portfolio of
treasury bills, placements with the Central Bank for liquidity purposes (including the obligatory
reserves) and the guarantees received from the Romanian state for Prima Casa program.

Exposures on banks are limited, and generated by money market and trading activities.

Undertaking of credit risk is part of the Group’s risk management strategy based on its risk appetite.
Societe Generale’s credit policy is based on the principle that approval of any credit risk undertaking
must be based on sound knowledge of the client and the client’s business, an understanding of the
purpose and structure of the transaction and the sources of repayment of the debt. Credit decisions
must also ensure that the structure of the transaction will minimize the risk of loss in the event the
counterparty defaults.

CREDIT RISK MITIGATION TECHNIQUES

BRD has a cash flow based lending approach, meaning the Bank expects debt to be serviced
primarily through the future cash flow/income generated by the debtor. Security, in the form of
collateral (funded protection) or guarantee (unfunded protection), is accepted merely to mitigate credit
risk and it cannot serve as a substitute for the borrower’s ability to meet obligations.

The Bank accepts the following main types of securities:

» Financial collateral (cash, certificates of deposit, debt securities, shares, agricultural
warehouse receipts, bill of lading);

» Non-financial collateral (Real estate, machinery and equipment, inventory, intangibles,
receivables, payment instruments). To be noted that real estate valuations have to be
verified by the competent units, independently from the credit approval process.

» Guarantees (surety ship contracts, letters of guarantee, financial guarantees issued by
guarantee funds, sovereign guarantees, endorsements, credit risk insurance). The credit
risk mitigation effect of guarantees is closely linked to the guarantor’s creditworthiness
and the secured amount must be reasonably proportionate to the economic performance
capabilities of the protection provider.

Mortgages are the most frequent type of accepted collaterals. Nevertheless, the collateral structure is
further diversified subject to the type of financing, (e.g. for working capital financing, receivables and
inventory are accepted as customary collateral). Risk department is responsible for approving the
operational procedures for regular valuation of guarantees and collaterals.

Real estate collaterals are regularly valuated. The market value of real estate collaterals is estimated
by certified evaluators that can be either external or internal valuators. The valuation is performed in
accordance with the International Valuation Standards and ANEVAR Guide. The Bank uses the
following valuation methods: market approach, cost approach or income approach, at least two
approaches being used simultaneously, out of which one is market approach. Revaluation is
performed yearly in case of commercial/ industrial / agricultural real-estate and plots of land and at
least once every 3 years, for residential real estate. Higher frequency reevaluation is performed when
the real estate market displays a negative evolution. BRD monitors the risks associated with the
valuation activity via implemented internal controls.

The main guarantor for BRD’s clients is the Romanian State, which intervenes to sustain credit activity
by national wide guarantee programs implemented through the intermediation of Guarantee Funds
(FNGCIMM or FGCR) or Eximbank, main exposure of this type being generated by Prima Casa
program. Another category of guarantors is represented by commercial banks (local or foreign),
issuing LGs in favor of BRD clients. BRD’s indirect exposures on each guarantor are assessed using
the same principles as for direct credit exposures of BRD.

Page | 47

BRD | BOARD OF DIRECTORS REPORT



The Bank systematically manages the-residual risk (that could materialize in situations when credit risk
mitigation techniques are less efficient than expected) through the collateral policy (prudent validity
and eligibility criteria, etc.), revaluation of the collaterals, regular monitoring through risk profile
indicators and capital requirement as residual risk is embedded in the methodologies developed as
part of ICAAP Policy.

Detailed information on credit risk is found on Notes 41.1 to the consolidated and separate financial
statements as of and for the year ended December 31, 2016. Exposures to credit risk as of December
31, 2016 and December 31, 2015 is presented in appendix, Exhibit 6.

LIQUIDITY RISK

Liquidity risk is defined as the risk of not being able to meet expected and unexpected, current and
future cash flow or collateral requirements when they fall due and at a reasonable price.

The Group manages the exposure to the liquidity risk using a specific framework designed to manage
it both under normal day-to-day conditions and in the event of a potential liquidity crisis.

The liquidity risk management approach starts at the intraday level managing the daily payments

flows, forecasting and managing cash flows, and factoring in the access to central bank monetary
policy operations and standing facilities. It then covers a longer term perspective, comprising the

maturity profile of all assets and liabilities and the funding strategy.

BRD maintains a liquidity buffer of unencumbered, high quality liquid assets as an insurance against a
range of liquidity stress scenarios. A contingency funding plan is designed to protect the stakeholders’
interests and to ensure positive outcome in the event of a liquidity crisis.

In terms of governance, the Board of Directors establishes the liquidity risk appetite and tolerance,
reviews and approves the liquidity risk strategy and liquidity risk management framework at least on
an annual basis and ensures that Executive Committee manages liquidity risk effectively.

The Executive Committee assisted by Assets & Liabilities Committee (ALCO) develops the liquidity
strategy and designs the liquidity risk management framework in accordance with the liquidity risk
appetite and tolerance in order to ensure that the Bank maintains sufficient liquidity, continuously
reviews information on the liquidity position of the Bank and reports to the Board of Directors on a
regular basis, implements the liquidity risk strategy and ensures that appropriate controls, procedures
and information flows are in place to support the strategy implementation and follow-up.

The liquidity risk position, under normal conditions, is measured at consolidated level using the static
liquidity gaps indicator which is defined as the difference between the expected future outflows and
inflows related to the current transactions (no new business included), determined for each time
bucket and currency based on the contractual maturity of the transactions, or, for non-maturing
products, based on a maturity modeled using historical client behavior or a conventional maturity.

For each budgeting and planning exercise, the future funding needs are assessed starting from the
actual liquidity position and budgeted evolution of assets and liabilities. When a deficit is expected,
funding solutions are assessed and appropriate actions are planned.

BRD performs liquidity risk stress tests on a quarterly basis in order to identify and quantify its
exposures to possible liquidity stresses, analyzing potential impacts on the cash flows and liquidity
position. BRD employs two stress test methodologies, one for a 30 days horizon with focus on the
short term survival of the Bank in a time of liquidity crisis and the other for a 6 months horizon,
assessing the Bank’s resilience and ability to continue to function in times of prolonged stressed
liquidity conditions.

Detailed information on liquidity risk is found on Notes 41.3 to the consolidated and separate financial
statements as of and for the year ended December 31, 2016.

INTEREST RATE RISK AND FOREIGN EXCHANGE RISK IN THE BANKING BOOK (STRUCTURAL RISKS)

Structural exposure to interest rate and foreign exchange rate risks encompasses all exposures
resulting from commercial activities, their hedging and the proprietary transactions of the Group.

The interest rate and exchange rate risks pertaining to trading activities are monitored separately and
excluded from the structural risk measurement and management scope.
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The general principle is to reduce structural interest rate and exchange rate risks to the greatest extent
possible. The interest rate and foreign exchange risks incurred both by the commercial activities and
proprietary activities (transactions regarding the shareholders’ equity, investments and issues of
bonds) are hedged, to the extent possible, on an individual basis or by means of macro-hedging
techniques, the remaining part is maintained within pre-established limits at prudent levels.

The main tool used in managing the interest rate risk is the gap analysis, along with a measure of the
balance sheet sensitivity to yield curve shifts. The gaps between outstanding assets and liabilities are
determined on the basis of the contractual terms of transactions, models based on clients’ historic
behaviour patterns, as well as conventional assumptions relating to certain balance sheet items.
Sensitivity is defined as the variation in the net present value of future residual fixed rate cash flows
(surplus or deficit) for a 1% parallel upward shift in the yield curve (i.e. this sensitivity does not relate to
the sensitivity of the annual net interest margin). A set of limits is applied to such sensitivity and the
compliance within those limits is monitored by ALCO on a monthly basis.

Detailed information on interest rate risk is found on Notes 41.2 to the consolidated and separate
financial statements as of and for the year ended December 31, 2016.

MARKET RISK IN TRADING BOOK
Market risk is defined as the risk of losses in on and off-balance sheet positions arising from
movements in market prices.

Market risk management is well integrated within Bank’s and Group’s risk management, BRD pursuing
market risks on a prudent approach, the objective being to ensure profitable market activities but
undertaking risk levels and capital needs as low as possible. Therefore, Bank’s trading portfolio
represents a small weight of Bank’s total risk exposure and contains highly liquid instruments which
are traded with good rated counterparts.

Some of the main principles followed by BRD when addressing market risk are:
» Compliance with internal framework and local and European regulations;
» Functional independence from business lines;

» Definition and/or validation of different methodologies, metrics, parameters and controls for all
products or activities generating market risk in trading book;

» Control on definition, approval and parameterization of traded products;
» Definition, calibration and approval of risk metrics limits;

» Dalily analysis and reporting to the operative management of exposures and their compliance
with the approved limits;

» Synthetic communication to Bank’s management presenting the trading book exposures and
market risk evolutions;

» Strong support from the Group.

Detailed information on market risk is found on Notes 41.2 to the consolidated and separate financial
statements as of and for the year ended December 31, 2016.

OPERATIONAL RISK

Operational risk is defined as the risk of incurring losses or not realizing the estimated benefits as a
result of inadequate processes or deficiencies caused by internal factors (internal regulations, staff,
internal systems) or external factors (economic context, banking system evolutions, disasters, fires,
assaults, etc). It includes events of low probability, but with high loss severity. Operational risk so
defined includes legal risk and excludes strategic risk and reputation risk.

The Group’s operational risk management system was developed and strengthened over the years
and allows:

» identification, analysis and evaluation, control and monitoring of operational risks;
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>

>

implementation of measures meant to improve and strengthen the control system, in order to
prevent/reduce operational risk losses;

regulatory compliance regarding calculation of capital requirements for operational risk.

The day to day management of operational risk is the responsibility of employees from each business
unit. The personnel have to be always aware of their responsibilities in connection with identification
and reporting of operational risks and other duties which may arise in relation with the management of
operational risks.

Operational risk management tools put in place at BRD are:

>

YV V V V VYV V

Historical operational risk losses database

Key risk indicators (KRI)

Risk and control self-assessment process (RCSA)
Scenario analysis

Managerial Supervision of processes (MS)

Fraud identification and prevention system

Committee for New Products and Significant Changes of Activity, which ensures the
assessment of operational risks associated with new products, outsourcing of activities and
significant transformations of activity

Crisis management and business continuity plan

In 2016, the Group operational risk strategy focused on the following axes:

>

>

>

Automation of operational risk flows (declaration, monitoring, reconciliation, etc), through the
implementation of a dedicated tool, in order to improve collection, analysis, declaration and
monitoring of operational risks

Running of BIA, continuously updating BCP crisis scenarios as well as closely following up the
annual tests and training / awareness of staff

Improvement of communication on operational risk for all bank’s entities

Training and awareness programs targeting the personnel involved in operational risk
management

Enhancement of antifraud control culture

As member of the Societe Generale Group, BRD is using since 2008 the Advanced Measurement
Approach (AMA) for the calculation of operational risk capital requirement.
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7. CAPITAL MANAGEMENT AND ADEQUACY

OWN FUNDS

CONSOLIDATION PERIMETER

BRD Group consolidation perimeter, for prudential purposes, complies with prudential consolidation
requirements as defined in Regulation (EU) No 575/2013 (CRR), Part One, Title Il, Chapter 2, Section
3. The entities to be consolidated for prudential purposes are defined according to Articles 4 (1) (3),
(16) to (27), 18 and 19 of CRR.

Pursuant to Article 4 of CRR, entities that are consolidated in the prudential reporting are determined
based on the type of activity: credit institutions, investment firms, ancillary services undertakings and
financial institutions. In contrast, in accordance with IFRS financial statements, all entities controlled
directly or indirectly (including non-financial entities, insurance companies, etc.) are fully consolidated.

Additional exclusion of subsidiaries from prudential consolidation perimeter is based on Article 19 of
CRR. In accordance with Article 19 (1) of CRR, the entities may be excluded from the scope of
prudential consolidation where total assets and off-balance sheet items are smaller than the smallest
of the following amounts: EUR 10 million or 1% of total assets and items off-balance sheet of the
parent company.

Based on the above, the prudential consolidation perimeter of BRD Group includes the parent
company: BRD — Groupe Société Générale S.A and two of its subsidiaries:

» BRD Sogelease IFN S.A.
» BRD Finance IFN S.A.

BRD Corporate Finance SRL (non-financial subsidiary) and BRD Asset Management SAI SA
(excluded based on Article 19 (1)), are accounted in the prudential consolidation at equity method.

The own funds are based on the statement of financial position prepared in accordance with IFRS and
published in the financial statements. The basis for calculating own funds is the prudential
consolidation perimeter as presented above. The reconciliation of consolidated balance sheet
according to IFRS financial statements, and the balance sheet prepared for prudential consolidation
purposes is presented in Appendix, Exhibit 1.

OWN FUNDS

BRD Group regulatory own funds as at December 31, 2016 amounted to RON 5,576 million (RON
5,283 million as at December 31, 2015) and consisted only of common equity capital (CET1). The
regulatory own funds structure is presented in Appendix, Exhibit 2.

Common Equity Capital (CET1):

> Eligible Capital includes the nominal share capital and the hyperinflation adjustment of share
capital, accounted until December 31, 2003 according to IAS 29 “Reporting in
Hyperinflationary Economies”. As at December 31, 2016, the share capital amounted to RON
696.9 million, unchanged versus December 31, 2015. The hyperinflation adjustment
amounted to RON 1,819 million.

> Eligible Reserves include:

> Retained earnings, which represent the undistributed profits of previous periods and
retained earnings arising from adjustments from IFRS implementation as accounting
basis, from January 1, 2012;

» Other reserves: legal reserves, reserves for general banking risks or other reserves
established by the law and share based payment reserves.
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Other comprehensive income (OCI) includes unrealized gains and losses from changes in
the fair value of available for sale instruments and from re-measurement of defined benefit
liability arising from the post-employment benefit plan.

Regulatory deductions from CET 1 applicable as at December 31, 2016 essentially involve the
following:

>

>

Estimated dividend payments. For financial year 2016, the dividends proposed by the Board
of Directors for approval by General Shareholders’ Meeting amount to RON 508.7 million,
corresponding to a payout ratio of 70% from the 2016 net profit of the bank.

Goodwill and intangible assets net of associated tax — deducted 100% from CET 1.

Deferred tax assets that rely on future profitability arising from temporary differences (net of
related deferred tax liability) exceeding 10% of CET1 of the Bank must be deducted from
CETL1. In addition a threshold of 17.65% is applied (15% during the transitional period) for the
combined deduction of significant investments and deferred tax assets arising from temporary
differences in accordance with Article 36 (1) (c), Article 38 and Article 48 (2) of CRR. The
amount below the thresholds is risk weighted by 250%. At the reporting date, BRD Group did
not exceed any of the thresholds mentioned above.

Significant investments in financial sector entities must be deducted from CET 1 in
accordance with Article 48 (2) of CRR, if they exceed, in total, 10% of CET 1 (this rule
complements the combined thresholds mentioned above). The amount below the threshold is
risk weighted by 250%. Other equity holdings in financial sector entities are also deducted if,
in total, they are higher than 10% of CET 1. At the reporting date, BRD Group did not exceed
any of the thresholds mentioned above therefore no deduction was applied for regulatory
capital calculation.

Contingent or any foreseeable tax charges related to CET 1 reserves taxable upon utilization
to cover losses or risks.

As at December 31, 2015 and December 31, 2016, the Bank had no Additional Tier 1 capital
instruments issued and outstanding.

Other regulatory deductions/adjustments related to CET 1 elements during the transitional period

involve:

>

According to Articles 81 - 84 of CRR, limited recognition of accounting minority interests is
applied and only related to regulated and eligible consolidated entities (credit institution and
investment firms). Minority interests related to consolidation of a not eligible or not regulated
entity must be excluded from the calculation of consolidated regulatory capital. Therefore, in
accordance with the CRR transitional arrangements, 20% of not eligible minority interests (i.e.
related to consolidation of BRD Finance) must be phased-out from CET 1 yearly until 1
January 2018.

According to CRR, there are no filters applied to the inclusion of OCI unrealized gains or
losses in CET 1. Nevertheless, according to the national implementation of transitory rules, in
2016, unrealized gains (net of related tax) from fair value adjustments recorded in OCI were
partially included in CET 1 (60%).

As at December 31, 2015 and December 31, 2016, the Bank had no Tier 2 capital instruments.

The regulatory own funds structure and solvency ratio, both fully loaded and phased-in, are presented
in Appendix, Exhibit 2. The Exhibit 3 in Appendix presents further details on the transitional own funds.
Description of the main elements and features of regulatory capital instruments is provided in
Appendix, Exhibit 4.
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CAPITAL REQUIREMENTS

From a regulatory perspective, capital requirements refer to:
> credit risk, in respect of all business activities, excluding the trading book business
» operational risk, foreign exchange risk and settlement risk in respect of all business activities
>

position risk in trading book and

Y

credit valuation adjustment risk of OTC derivative instruments.

The calculation of credit risk capital requirements takes into account the transaction risk profile and is
computed according to the standardized approach (CRR Part 3, Title 2, Chapter 2) using the Financial
Collateral Comprehensive Method and information regarding credit assessments performed by
external credit assessment institutions (ECAI).

The capital requirements for general position risk are calculated using the Maturity-based method and
capital requirements for credit valuation adjustment risk are determined using the standardized
method.

The capital requirement for operational risk is calculated according the CRR, Part 3, Title 2, Chapter
4, using advanced measurement approaches (AMA). BRD, as a member of the Société Générale
Group, uses AMA to measure operational risk since 2008, capital requirements being allocated by the
Société Générale Group at sub-consolidated entities level based on the internal methodology that
takes into account net banking income and history of operational risk losses. The risk exposure and
related capital requirements by types of risk are presented in Appendix, Exhibit 5.

Since January 1, 2014, the Basel 3 framework sets minimum requirements for CET 1 ratio and Tier 1
ratio, also. According to local transposition the minimum requirements for CET 1 ratio is 4.5% and for
Tier 1 is 6%. The total own funds requirements as per Art. 92 of CRR, including CET1, AT1 and Tier 2
capital is 8%.

In addition to regulatory ratios above, starting 2016, NBR request to BRD Group is to maintain
additional own funds to cover risks resulting from internal assessment and SREP (supervisory review
and evaluation process) amounting to 3.94% of RWA during 2017 (2.7% during 2016). Therefore the
TSCR ratio (total SREP capital requirements) requirement is 11.94 % for 2017 and subject to further
evaluation.

Overall capital requirements (OCR) represent the total SREP requirements and capital buffers that
BRD should hold on the top of the regulatory ratios:

» A Conservation Buffer in CET 1 capital intended to absorb losses during periods of stress,
phased in by 0.625% of total RWA vyearly starting 1 January 2016. The buffer will be
mandatory and fully effective as of 1 January 2019 and amounting to 2.5% of total RWA.

» A Countercyclical Buffer may be imposed during periods of excessive credit growth when
system-wide risk is building up. This buffer will operate both at a national level and at a bank-
specific level (the latter having regard to the geographic spread of a bank’s operations). The
Countercyclical Buffer will be capped at 2.5% of total RWA and may be calibrated in steps of
0.25 percentage points or multiples of 0.25 percentage points. Starting with 1 January 2016,
according to NBR Order 12/2015 the level of countercyclical buffer is established at 0%.

» Other systemically important institutions (O-SlIs) identified by NBR which have been
authorized in Romania, may be subject to a O-SlI Capital Buffer of up to 2% of the total RWA,
taking into account the criteria for the identification of the O-Sll. The O-SII Buffer will be met
from CET 1 and is applicable starting with 1 January 2016. According to NBR Order 11/2015,
BRD was identified as O-Sll and the applicable level of O-SlI Capital Buffer starting with 1
January 2016 is 1%.

> In order to prevent and mitigate long-term non-cyclical systemic or macro prudential risks
where there is a risk of disruption in the financial system with the potential to have serious
negative consequences for the financial system and the real economy, a Systemic Risk Buffer
may be applied by NBR to all institutions, or to one or more subsets of those institutions with
similar risk profiles in their business activities. This buffer may be applied starting with 1
January 2014, but until now the local regulator did not set a systemic risk buffer. The systemic
risk buffer will be met with CET 1 capital (up to 3% or higher, but capped at 5% from total
RWA).

Page | 53

BRD | BOARD OF DIRECTORS REPORT



The summary of the capital adequacy at December 31, 2015 and December 31, 2016 is presented
below.

Bank Group

RON m 2015 2016 2015 2016
Eligible CET1 5,366 5,587 5,624 5,869
Eligible CET1 after adjustments 5,504 5,729 5,762 6,011
Total Tier 1 capital 4,857 5,212 5,283 5,576
Total Tier 2 capital 0 0 0 0
Total own funds 4,857 5,212 5,283 5,576
Capital requirements

Credit risk (including counterparty risk) 1,918 1,888 1,980 1,967
Market risk 26 19 24 19
Operational risk 192 190 196 192
Credit valuation adjustment (CVA) risk 13 13 13 13
Total capital requirement 2,149 2,110 2,213 2,192
Risk weighted assets

Credit risk (including counterparty risk) 23,975 23,601 24,744 24,592
Market risk 322 236 303 238
Operational risk 2,397 2,370 2,446 2,406
Credit valuation adjustment (CVA) risk 168 166 168 166
Total risk exposure amount 26,862 26,373 27,661 27,402
Regulatory Capital Adequacy Ratio 18.08% 19.76% 19.10% 20.35%
Tier 1 ratio 18.08% 19.76% 19.10% 20.35%

LEVERAGE RATIO
DESCRIPTION OF THE PROCESSES USED TO MANAGE THE RISK OF EXCESSIVE LEVERAGE

BRD implemented the leverage ratio computation starting 2014 and is using it to assess the risk of
excessive leverage. The leverage ratio reached 9.53% as at 31 December 2016 a level which is well
above the 3% minimum requirement tested by the Basel Committee during the parallel run period.

The sustainable level of leverage ratio results from the strong capital base, namely high level Common
Equity Tier 1 capital and a balance-sheet structure specific to the universal bank business model with
core focus on retail activities.

DESCRIPTION OF THE FACTORS THAT HAD AN IMPACT ON THE LEVERAGE RATIO DURING THE PERIOD TO WHICH
THE DISCLOSED LEVERAGE RATIO REFERS

Compared to December 31, 2015, the leverage ratio increased from 8.88% to 9.53%, due to the 5%
increase in Tier 1 capital and the 2% decline of the total leverage ratio exposure.

Total leverage ratio exposure declined by RON 1bn as a result of the decrease in off-balance sheet
exposure by 29% (by RON 2.7bn), which was partly offset by the increase in securities financing
transaction exposures (repo style transactions), which rose 2x (by RON 0.8bn) and in on-balance
sheet exposure by 2% (by RON 0.9bn).

According to the new Delegated Regulation EU 2015/62 which is applied starting with September
2016, for purposes of calculating LR exposures value of the repo transactions includes an add-on for
counterparty credit risk and the off-balance sheet exposures are calculated by multiplying the notional
value with credit conversion factor applicable (similar conversion factors to treatment of exposures in
standardized approach, except minimum threshold of 10%). The changes brought by the new
regulation led to a decrease of value of off-balance sheet exposures in the calculation of leverage
indicator.
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The reconciliation of accounting assets and leverage ratio exposure is presented in Appendix, Exhibit
7 and the computation of the leverage ratio is disclosed in Appendix, Exhibit 8.

INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS (ICAAP)

In accordance with Article 148 of the Emergency Ordinance no. 99/2006 on credit institutions and
capital adequacy, as subsequently amended and NBR Regulation no. 5/2013 on prudential
requirements for credit institutions, BRD has in place a process for internal assessment of capital
adequacy to risks.

The Bank performs periodically an evaluation of internal capital adequacy to risks by comparing the
available own funds with internal capital requirements. The general framework for ICAAP is updated
annually and the capital adequacy monitoring is performed on a quarterly basis.

A risk assessment is performed annually, and involves the evaluation of all risks to which the Bank
may be exposed and the identification of the significant risks.

The internally evaluated capital requirement is determined using ,Pillar 1 plus” approach, where the
capital requirements for the following risks are added to the regulatory capital requirements:

» Credit risk concentration, residual risk from usage of credit risk mitigation techniques, risk
related to foreign currency lending to unhedged borrowers and risks arisen from applying less
sophisticated approaches

Interest rate risk in banking book
Funding risk

Strategic risk

YV V V V

Other significant risks: reputational risk, compliance risk, model risk, risks external to credit
institutions.

For the purposes of the internal capital adequacy assessment, the available own funds are considered
equal to the regulatory own funds, excluding prudential filters.

Based on the Risk and Business General Strategy and on the risk appetite, the Bank makes
projections of the own funds and capital requirements on a three years horizon in order to ensure their
adequacy, both in normal course of business and under stress situations.
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8. INTERNAL CONTROL FRAMEWORK

The internal control framework within BRD is structured on 3 levels:

>

>

>

The first level is represented by the functions that own and manage risks, respectively
business units.

The second level is represented by the functions overseeing risks, respectively the risk
management and compliance functions.

The third level is represented by the function providing independent assurance, respectively
the internal audit function.

The first level of control is performed by business units, which are responsible for ensuring that a risk
and control environment is established as part of day-to-day operations, at each structure/ activity

level.

The second and third levels of control are performed by the 3 independent control functions, as

follows:
>

Risk management function ensures the management and control of the risks identified through
specific assessment processes. Significant risks that are managed at the level of the risk
management function are: credit risk (including concentration risk and residual risk), market
risk in the trading book, structural risks (interest rate risk and FX risk in the banking book),
liquidity risk and operational risk.

Compliance function ensures the management of compliance risk and reputational risk.

Internal audit function ensures an objective analysis of the bank’s activities, for an
independent assessment of risk management, of the internal control system, of the
management and operational processes, in order to support the achievement of the proposed
objectives and issue recommendations for improving the efficiency of these activities.

The main instruments implemented at BRD level for ensuring an efficient internal control system are:

>

>

>

Transposition of the Bank’s strategies/policies/processes into written regulations (norms,
policies, instructions, work procedures) and their periodic review

Raising awareness of each operational level regarding the necessity to control operations and
apply working procedures adapted to the nature and volume of activity, taking into account all
risk types

A clear decision process and allocation of responsibilities and authority limits, by hierarchical
levels and organizational structures, including appropriate segregation of duties at all
organizational levels, in order to prevent assignment of conflicting responsibilities

A continuous process of identification, assessment, mitigation, monitoring and reporting of
material risks

A compliance program
An audit plan

Timely reporting of the deficiencies identified in the internal control system to the appropriate
management level, who should address the issues promptly

Timely reporting of material internal control deficiencies to management body.

The internal control framework described above it is applicable to the financial reporting processes
and provides reasonable assurance on the reliability of financial reporting, compliance with applicable
laws and regulations, as well as with the internal policies and procedures.

It is the

Board of Directors’ assessment that the Group has adequate internal control and risk

management arrangements in place with regard to the Group’s risk profile and strategy.
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9. CONCLUSIONS AND PERSPECTIVES FOR 2017

In 2016, BRD delivered a very good commercial and financial performance, marked by strong client
acquisition dynamics, solid growth in credit origination on retail and large corporate segments,
disciplined costs control and reduced cost of risk, all of these contributing to a significantly higher net
profit in 2016 as compared to 2015.

The economic outlook for 2017 appears favorable, with GDP growth expected to stay robust. Private
consumption looks set to remain the backbone of economic growth, propelled by a new round of fiscal
stimulus. Positive private demand prospects and low borrowing costs will also most likely constitute an
impetus for companies to further increase investment spending. Inflation should increase gradually
over the year, on account of vibrant consumption, ongoing increase in wage pressures and fading out
of the effect of past indirect tax cuts.

Household borrowing demand should continue to be the major driver of lending activity, while loans to
enterprises growth pace will be tightly correlated with private investment dynamics.

In this context, and building on a strong commercial set-up, an improved risk profile, as well as
comfortable capital and liquidity positions, BRD is well prepared to seize market opportunities in order
to further develop its lending activities on all segments. On the savings side, BRD targets to maintain a
solid market share on the retail segment, while on non retail the approach will continue to be
pragmatically adjusted depending on the evolution of the overall liquidity situation of the bank.

With strong competitive pressures weighing on prices, the bank will mostly rely on volume increase
and a higher contribution of growth relays in order to increase its revenues. In parallel, BRD will
continue its efforts aiming at further enhancing processes, in order to continue to improve its
operational efficiency. Besides, the cost of risk further normalization (sustained by a supportive
economic environment, the good quality of the new loan production, and an enhanced collection
strategy) is to favorably influence the bank’s profitability trajectory.

Further details on the bank’s perspectives and objectives are presented in the budget for 2017 which
is submitted for approval to the General Assembly of Shareholders.
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10. BOARD OF DIRECTORS PROPOSALS

1) Considering the present report, we submit for the approval of the General Assembly of the
Shareholders of BRD the separate and consolidated financial statements prepared according
to the International Financial Reporting Standards as adopted by the European Union, for the
period ended December 31, 2016, made of:

- Separate and consolidated statement of financial position;

- Separate and consolidated income statement;

- Separate and consolidated statement of other comprehensive income;
- Separate and consolidated statement of changes in equity;

- Separate and consolidated statement of cash flows;

- Notes to the separate and consolidated financial statements.

2) Approval of the profit distribution and setting of the dividend for 2016. The proposed gross
dividend is of 0.73 lei / share. The dividends will be paid on May 30, 2017.

3) Discharge of the Board of Directors.

Francois BLOCH Petre BUNESCU //
leee Ffgn_
Chief Executive Officer Deputy Chief Executive Officer

V[ Stephane FORTIN

i

Chief Financial Officer 4\\
\
\
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APPENDIX

Exhibit 1: Reconciliation of consolidated balance sheet as per IFRS financial statements and
consolidated balance sheet within prudential scope (RON 000)

December 31, 2016

Accounting balance

Consolidated Prudential sheet within the Cross ref.
balance sheet restatements (1) ; Exhibit 2
prudential scope

ASSETS
Cash in hand 1,800,529 1) 1,800,528
Due from Central Bank 5,339,460 - 5,339,460
Due from banks 1,998,271 - 1,998,271
Derivatives and other financial instruments held for trading 1,203,282 - 1,203,282
Loans, gross 31,414,527 - 31,414,527
Impairment allowance for loans (3,575,822) - (3,575,822)
Loans and advances to customers 27,838,705 - 27,838,705
Finance lease receivables 663,517 - 663,517
Financial assets available for sale 11,609,855 (24,855) 11,585,000
Investments in associates and subsidiares 134,071 26,920 160,991
Property, plant and equipment (including investment property) 847,526 (95) 847,431
Goodwill 50,130 - 50,130 1
Intangible assets 90,250 (57) 90,193 2
Deferred tax asset 65,060 - 65,060
Other assets 240,836 (1,249) 239,587
Total assets 51,881,492 663 51,882,155
LIABILITIES AND SHAREHOLDERS' EQUITY
Due to banks 531,601 0) 531,601
Due to customers 42,192,749 1,725 42,194,474
Borrowed funds 1,101,558 - 1,101,558
Derivative financial instruments 211,032 - 211,032
Current tax liability 142,082 (395) 141,687
Deferred tax liability 710 - 710
Other liabilities 1,027,927 (659) 1,027,268
Total liabilities 45,207,659 670 45,208,329
Share capital 2,515,622 - 2,515,622 3
Other comprehensive income 272,047 - 272,047 4

of which reserves from revaluation of available for sale

assets net of tax 276,697 - 276,697

of which reserves from defined pension plan net of tax (4,650) - (4,650)
Retained earnings and other reserves 3,835,793 @) 3,835,786 5
Non-controlling interest 50,371 - 50,371 6
Total equity 6,673,833 7 6,673,826
Total liabilities and equity 51,881,492 663 51,882,155
@ Prudential restatements refer to treatment differences of subsidiaries excluded from prudential consolidation scope.
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Exhibit 1: Reconciliation of consolidated balance sheet as per IFRS financial statements and
consolidated balance sheet within prudential scope (RON 000)

December 31, 2015

Consolidated
balance sheet

Prudential
restatements (1)

Accounting
balance sheet Cross ref.
within the Exhibit 2

prudential scope

ASSETS

Cash in hand

Due from Central Bank

Due from banks

Derivatives and other financial instruments held for trading
Loans, gross

Impairment allowance for loans

Loans and advances to customers

Finance lease receivables

Financial assets available for sale

Investments in associates and subsidiares

Property, plant and equipment (including investment property)
Goodwill

Intangible assets

Deferred tax asset

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Due to banks

Due to customers

Borrowed funds

Derivative financial instruments
Current tax liability

Deferred tax liability

Other liabilities

Total liabilities

Share capital

Other comprehensive income
of which reserves from revaluation of available for sale
assets net of tax
of which reserves from defined pension plan net of tax

Retained earnings and other resenes
Non-controlling interest

Total equity
Total liabilities and equity

1,339,602
7,480,319
2,314,800
1,218,112

30,744,036

(4,002,565)

26,741,471

549,354
9,208,959
121,787
866,597
50,130
82,617
19,194
185,668
50,178,610

781,180
41,098,674
1,099,793
153,210
1,463

539
786,308
43,921,167

2,515,622
392,750

380,308
12,442
3,299,819

49,252

6,257,443
50,178,610

@

(18,040)
24,856
97

(70)

(1,206)
5,442

6,467

(426)

(593)
5,448

©)

©
5,442

1,339,601
7,480,319
2,314,800
1,218,112

30,744,036

(4,002,565)

26,741,471

549,354
9,190,919
146,643
866,500
50,130
82,548
19,194
184,462
50,184,053

781,180
41,105,141
1,099,793
153,210
1,037

539
785,715
43,926,615

2,515,622 3
392,750 4

380,308
12,442
3,299,813 5

49,252 6

6,257,437
50,184,052

@ Prudential restatements refer to treatment differences of subsidiaries excluded from prudential consolidation scope.
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Exhibit 2: Regulatory own funds and solvency ratios (RON 000)

December 31, 2016

Crossref. Cross ref.

REGULATORY OWN FUNDS Fully Loaded Phased-In Exhibit 1 Exhibit 3
Common Equity Tier 1 (CET1)instruments and reserves
Eligible capital 2,515,622 2,515,622 3 1
Reserves and accumulated profits 2,907,494 2,907,494 5 2
Other comprehensive income 272,047 272,047 4 3
Funds for general banking risk 170,762 170,762 5 3a
Accounting minority interest 50,371 50,371 6 5
Current year result (net of any foreseeable charge or dividend) 254,762 254,762 5 5a
Common Equity Tier 1 (CET1) capital before regulatory adjustments 6,171,058 6,171,058
Additional value adjustments (negative amount) (15,064) (15,064)
Intangible assets (net of related tax liability) (144,382) (144,382) 1,2 8
Foreseeable tax charges relating to CET1 items (275,078) (275,078) 25b
Regulatory adjustments applied to Common Equity Tier 1 in respect of amounts (50,371) (160,209)
subject to pre-CRR treatment
- of which related to OCI gains - (129,986) 4 26
- of which related to minority interest eligibility (50,371) (30,223) 6 5
Total regulatory adjustments to Common equity Tier 1 (CET1) (484,895) (594,733)
Common Equity Tier 1 (CET1) capital 5,686,163 5,576,325
Tier 1capital (T1=CET1 + AT1) 5,686,163 5,576,325
Tier 2 capital instruments
Tier 2 (T2) capital before regulatory adjustments
Amount to be deducted / added to Tier 2 capital with regard to regulatory adjustments
Total regulatory adjustments to Tier 2 (T2) capital
Tier 2 (T2) capital
Total capital (TC=T1 +T2) 5,686,163 5,576,325
Total risk weighted aseets 27,401,808 27,401,808
Common Equity Tier 1 Ratio 20.75% 20.35%
Tier 1 Ratio 20.75% 20.35%
Total capital ratio 20.75% 20.35%
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Exhibit 2: Regulatory own funds and solvency ratios (RON 000)

December 31, 2015

Crossref. Cross ref.
REGULATORY OWN FUNDS Fully Loaded Phased-In Exhibit 1 Exhibit 3
Common Equity Tier 1 (CET1l)instruments and reserves
Eligible capital 2,515,622 2,515,622 3 1
Reserves and accumulated profits 2,661,004 2,661,004 5 2
Other comprehensive income 392,750 392,750 4 3
Funds for general banking risk 170,762 170,762 5 3a
Accounting minority interest 49,252 49,252 6 5
Current year result (net of any foreseeable charge or dividend) 246,751 246,751 5 5a
Common Equity Tier 1 (CET1) capital before regulatory adjustments 6,036,141 6,036,141
Additional value adjustments (negative amount) (10,130) (10,130)
Intangible assets (net of related tax liability) (128,588) (128,588) 1,2 8
Foreseeable tax charges relating to CET1 items (340,590) (340,590) 25b
Regulatory adjustments applied to Common Equity Tier 1 in respect of amounts (49,252) (273,883)
subject to pre-CRR treatment
- of which related to OCI gains - (254,183) 4 26
- of which related to minority interest eligibility (49,252) (19,701) 6 5
Total regulatory adjustmentsto Common equity Tier 1 (CET1) (528,561) (753,192)
Common Equity Tier 1 (CET1) capital 5,507,581 5,282,949
Tier 1capital (T1=CET1 + AT1) 5,507,581 5,282,949
Tier 2 capital instruments
Tier 2 (T2) capital before regulatory adjustments
Amount to be deducted / added to Tier 2 capital with regard to regulatory adjustments
Total regulatory adjustments to Tier 2 (T2) capital
Tier 2 (T2) capital
Total capital (TC=T1 + T2) 5,507,581 5,282,949
Total risk weighted aseets 27,660,718 27,660,718
Common Equity Tier 1 Ratio 19.91% 19.10%
Tier 1 Ratio 19.91% 19.10%
Total capital ratio 19.91% 19.10%
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Exhibit 3: Transitional own funds (RON 000) (1/3)
December 31, 2016

TRANSITIONAL OWN FUNDS

AMOUNTS SUBJECT TO PRE- REGULATION
(EU) NO 575/2013 TREATMENT OR

AMOUNT PRESCRIBED RESIDUAL AMOUNT OF
REGULATION (EU) NO 575/2013
Common Equity Tier 1 capital: instruments and reserves
1 Capital instruments and the related share premium accounts 2,515,622 -
of which: Instrument type 1 2,515,622 -
of which: Instrument type 2 - -
of which: Instrument type 3 - -
2 Retained earnings and other reserves 2,907,494 -
Accumulated other comprehensive income (and other resenves, to include unrealised gains and losses under the
3 " . 272,047 -
applicable accounting standards)
3a Funds for general banking risk 170,762 -
2 Amount of qualifying items referred to in Article 484 (3) and the related share premium accounts subject to phase out ) }
from CETL
Public sector capital injections grandfathered until 1 January 2018 - -
5 Minority Interests (amount allowed in consolidated CET1) - 20,148
5a Independently reviewed interim profits net of any foreseeable charge or dividend 254,762 -
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 6,120,687 20,148
Common Equity Tier 1 (CET1) capital: regulatory adjustments
7 Additional value adjustments (negative amount) (15,064) -
8 Intangible assets (net of related tax liability) (negative amount) (144,382) -
9 Empty Set in the EU - -
10 Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of related tax ; )
liability where the conditions in Article 38 (3) are met) (negative amount)
11 Fair value resenves related to gains or losses on cash flow hedges - -
12 Negative amounts resulting from the calculation of expected loss amounts - -
13 Any increase in equity that results from securitised assets (negative amount) - -
14 Gains or losses on liabilities valued at fair value resulting from changes in own credit standing - -
15 Defined-benefit pension fund assets (negative amount) - -
16 Direct and indirect holdings by an institution of own CET1 instruments (negative amount) - -
17 Holdings of the CET1 instruments of financial sector entities where those entities have reciprocal cross holdings with the ; :
institution designed to inflate artificially the own funds of the institution (negative amount)
Direct and indirect holdings by the institution of the CET1 instruments of financial sector entities where the institution
18 does not have a significant investment in those entities (amount above the 10% threshold and net of eligible short - -
positions) (negative amount)
Direct, indirect and synthetic holdings by the institution of the CET1 instruments of financial sector entities where the
19 institution has a significant investment in those entities (amount above 10% threshold and net of eligible short positions) - -
(negative amount)
20 Empty Set in the EU - -
20a Exposure amount of the following items which qualify for a RW of 1250%, where the institution opts for the ; R
deduction alternative
20b of which: qualifying holdings outside the financial sector (negative amount) - -
20c of which: securitisation positions (negative amount) - -
20d of which: free deliveries (negative amount) - -
21 Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax liability ) }
where the conditions in 38 (3) are met) (negative amount)
22 Amount exceeding the 15% threshold (negative amount) - -
2 of which: direct and indirect holdings by the institution of the CET1 instruments of financial sector entities where ; )
the institution has a significant investment in those entities
24 Empty Set inthe EU - -
25 of which: deferred tax assets arising from temporary differences - -
25a Losses for the current financial year (negative amount) - -
25b Foreseeable tax charges relating to CET1 items (negative amount) (275,078) -
26 Regulatory adjustments applied to Common Equity Tier 1 in respect of amounts subject to pre-CRR treatment - (129,986)
26a Regulatory adjustments relating to unrealised gains and losses pursuant to Articles 467 and 468 - (129,986)
Of which: ... filter for unrealised loss 1 - -
Of which: ... filter for unrealised loss 2 - -
Of which: ... filter for unrealised gain - reserves from reevaluation of avaible for sale asset - (131,846)
Of which: ... filter for unrealised gain - reserves from defined pension plan - 1,860
26b Amount to be deducted from or added to Common Equity Tier 1 capital with regard to additional filters and } }
deductions required pre CRR
Of which: ... - -
27 Qualifying AT1 deductions that exceed the AT1 capital of the institution (negative amount) - -
28 Total regulatory adjustmentsto Common equity Tier 1 (CET1) (434,524) (129,986)
29 Common Equity Tier 1 (CET1) capital 5,686,163 (109,838)
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Exhibit 3: Transitional own funds (RON 000) (2/3)
December 31, 2016

AMOUNTS SUBJECT TO PRE- REGULATION
(EU) NO 575/2013 TREATMENT OR

TRANSITIONAL OWN FUNDS AMOUNT PRESCRIBED RESIDUAL AMOUNT OF
REGULATION (EU) NO 575/2013
Additional Tier 1 (AT1) capital: Instruments
30 Capital instruments and the related share premium accounts - -
31 of which: classified as equity under applicable accounting standards - -
32 of which: classified as liabilities under applicable accounting standards - -
33 Amount of qualifying items referred to in Article 484 (4) and the related share premium accounts subject to R R
phase out from AT1
Public sector capital injections grandfathered until 1 January 2018 - -
2 Qualifying Tier 1 capital included in consolidated AT1 capital (including minority interests not included in row 5) R R
issued by subsidiaries and held by third parties
35 of which: instruments issued by subsidiaries subject to phase out - -
36 Additional Tier 1(AT1) capital before regulatory adjustments - -
AddlItlonal Tier 1 (AT1) capltal: regulatory adjustments
37 Direct and indirect holdings by an institution of own AT1 Instruments (negative amount) - -
28 Holdings of the AT1 instruments of financial sector entities where those entities have reciprocal cross holdings R B
with the institution designed to inflate artificially the own funds of the institution (negative amount)
Direct and indirect holdings of the AT1 instruments of financial sector entities where the institution does not have
39 a significant investment in those entities (amount above the 10% threshold and net of eligible short posi- lions) - -
(negative amount)
Direct and indirect holdings by the institution of the ATl instruments of financial sector entities where the insti-
40 tution has a significant investment in those entities (amount above the 10% threshold net of eligible short - -
positions) (negative amount)
Regulatory adjustments applied to additional tier 1inrespect of amounts subject to pre-CRR treatment and
41 transitional treatments subject to phase out as prescribed in Regulation (EU) No 575/2013 (i.e. CRR residual - -
amounts)
Residual amounts deducted from Additional Tier 1 capital with regard to deduction from Common Equity Tier 1
4la capital during the transitional period pursuant to - -
article 472 of Regulation (EU) No 575/2013
Of which items to be detailed line by line, e.g. Material net interim losses, intangibles, shortfall of provisions to R R
expected losses etc
41b Residual amounts deducted from Additional Tier 1 capital with regard to deduction from Tier 2 capital during the R :
transitional period pursuant to article 475 of Regulation (EU) No 575/2013
Of which items to be detailed line by line, e.g. Reciprocal cross holdings in Tier 2 instruments, direct holdings of non- R R
significant investments in the capital of other financial sector entities, etc
a1c Amount to be deducted from or added to Additional Tier 1 capital with regard to additional filters and deductions R R
required pre- CRR
Of which: possible filter for unrealised losses - -
Of which: ... possible filter for unrealised gains - -
42 Qualifying T2 deductions that exceed the T2 capital of the institution (negative amount) - -
43 Total regulatory adjustments to Additional Tier 1 (AT1) capital - -
44 Additional Tier 1(AT1) capital - -
45 Tier 1capital (T1=CET1 +AT1) 5,686,163 (109,838)
Tier 2 (T2) capltal: Instruments and provisions
46 Capital instruments and the related share premium accounts - -
47 Amount of qualifying items referred to in Article 484 (5) and the related share premium accounts subject to R B
phase out from T2
Public sector capital injections grandfathered until 1 January 2018 - -
48 Qualifying own funds instruments included in consolidated T2 capital (including minority interests and AT1 R R
instruments not included in rows 5 or 34) issued by subsidiaries and held by third parties
49 of which: instruments issued by subsidiaries subject to phase out - -
50 Credit risk adjustments - -
51 Tier 2 (T2) capital before regulatory adjustments - -
Tier 2 (T2) capltal: regulatory adjustments
52 Direct and indirect holdings by an institution of own T2 instruments and subordinated loans (negative amount) - -
Holdings of the T2 instruments and subordinated loans of financial sector entities where those entities have
53 reciprocal cross holdings with the institution designed to inflate artificially the own funds of the institution (negative - -
amount)
Direct and indirect holdings of the T2 instruments and subordinated loans of financial sector entities where the
54 institution does not have a significant investment in those entities (amount above 10% threshold and net of eligible - -
short positions) (negative amount)
54a Of which new holdings not subject to transitional arrangements - -
54b Of which holdings existing before 1 January 2013 and subject to transitional arrangements - -
Direct and indirect holdings by the institution of the T2 instruments and subordinated loans of financial sector
55 entities where the institution has a significant investment in those entities (net of eligible short positions) (negative - -
amount)
56 Regulatory adjustments applied to tier 2 in respect of amounts subject to pre-CRR treatment and transitional R R
treatments subject to phase out as prescribed in Regu- lation (EU) No 575/2013 (i.e. CRR residual amounts)
56 Residual amounts deducted from Tier 2capital with regard to deduction from Common Equity Tier 1 capital during R R
the transitional period pursuant to article 472 of Regulation (EU) No 575/2013
Of which items to be detailed line by line, e.g. Material net interim losses, intangibles, shortfall of provisions to R R
expected losses etc
56b Residual amounts deducted from Tier 2 capital with regard to deduction from Additional Tier 1 capital during the R R
transitional period pursuant to article 475 of Regu- lation (EU) No 575/2013
Of which items to be detailed line by line, e.g. reciprocal cross holdings in atl instruments, direct holdings of non R R
significant investments in the capital of other financial sector entities , etc
56¢ Amount to be deducted from or added to Tier 2 capital with regard to additional filters and deductions required pre R ;
CRR
Of which: ... possible filter for unrealised losses - -
Of which: filter for unrealised gain - reserves from reevaluation of avaible for sale asset - -
Of which: filter for unrealised gain - reserves from defined pension plan - -
57 Total regulatory adjustments to Tier 2 (T2) capital - -
58 Tier 2 (T2) capital - -
59 Total capital (TC=T1 +T2) 5,686,163 (109,838)
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Exhibit 3: Transitional own funds (RON 000) (3/3)
December 31, 2016

AMOUNTS SUBJECT TO PRE- REGULATION
(EU) NO 575/2013 TREATMENT OR
PRESCRIBED RESIDUAL AMOUNT OF
REGULATION (EU) NO 575/2013

TRANSITIONAL OWN FUNDS AMOUNT

Risk weighted assets in respect of amounts subject to pre-CRR treatment and transitional treatments subject to

Sa phase out as prescribed in Regulation (EU) No 575/ 2013(i.e. CRR residual amounts)
Of which: ... items not deducted from CETL (Regulation (EU) No 575/2013 residual amounts)
(items to be detailed line by line, e.g. Deferred tax assets that rely on future profitability net of related tax liability ,
indirect holdings of own CET, etc)
Of which: ... items not deducted from AT1 items (Regulation (EU) No 575/2013residual amounts)
(items to be detailed line by line, e.g. Reciprocal cross holdings in T2 instruments, direct holdings of non-
significant investments  in the capital of other financial sector entities, etc.)
ltems not deducted from T2 items (Regulation (EU) No 575/2013residual amounts)
(items to be detailed line by line, e.g. Indirect holdings of own t2 instruments, indirect holdings of non-significant
investments inthe capital of other financial sector entities, indirect holdings of significant investments  in the capital
of other financial sector entities etc)
60  Total risk weighted assets 27,401,808
Capital ratios and buffers
61 Common Equity Tier 1(asa percentage of risk exposure amount) 20.75%
62  Tier 1(asa percentage of risk exposure amount) 20.75%
63  Total capital (asa percentage of risk exposure amount) 20.75%
Institution specific buffer requirement (CETL requirement in accordance with article 92 (1) (a) plus capital conser-
64 wation and countercyclical buffer requirements , plus systemic risk buffer, plus the systemically important institution 163
buffer (G-Sllor 0-SIl buffer), expressed as a percentage of risk exposure amount)
65  of which: capital consenvation buffer requirement 0.63
66 of which: countercyclical buffer requirement N/A
67 of which: systemic risk buffer requirement NIA
67a gf f:vhich: Global Systemically Important Institution (G-811) or Other Systemically Important Institution (0-811) 100
uffer
68  Common Equity Tier 1awailable to meet buffers (as a percentage of risk exposure amount) 10.05
69 [non relevant in EU regulation]
70 [non relevant in EU regulation]
71 [nonrelevant in EU regulation]
Capital ratios and buffers
Direct and indirect holdings of the capital of financial sector entities where the institution does not have a
72 L . . . - . 27,039
significant investment in those entities (amount below 10% threshold and net of eligible short positions)
Direct and indirect holdings by the institution of the CET Linstruments of financial sector entities where the
73 insti- tution has a significant investment in those entities (amount below 10% threshold and net of eligible short 142,844
positions)
74 Empty Set inthe EU
5 Deferred tax assets arising from temporary differences (amount below 10% threshold, net of related tax liability 65,380

where the conditions in Article 38 (3) are met)
Applicable caps on the incluslon of provisions in Tier 2
Credit risk adjustments included in T2 inrespect of exposures subject to standardized approach (prior to the
application of the cap)

77 Cap on inclusion of credit risk adj 1ts in T2 under | approach
78

76

Credit risk adjustments included in T2 inrespect of exposures subject to intemal ratings-based approach (prior
to the application of the cap)

79 Cap for inclusion of credit risk adjustments in T2 under interal ratings-based approach
Capital Instruments subject to phase-out arrangements (only applicable between 1Jan 2013 and 1Jan 2022)

80  Curent cap on CETL instruments subject to phase out arangements

81 Amount excluded from CETL dueto cap (excess owercap after redemptions and maturities)

82 Curent cap on ATL instruments subject to phase out arrangements

83 Amount excluded from AT1 due to cap (excess over cap after redemptions and maturities)

84 Curent cap on T2 instruments subject to phase out arangements

85  Amount excluded from T2 due to cap (excess ower cap after redemptions and maturities)
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Exhibit 3: Transitional own funds (RON 000) (1/3)
December 31, 2015

TRANSITIONAL OWN FUNDS

AMOUNTS SUBJECT TO PRE- REGULATION
(EU) NO 575/2013 TREATMENT OR

AMOUNT PRESCRIBED RESIDUAL AMOUNT OF
REGULATION (EU) NO 575/2013
Common Equity Tier 1 capital: instruments and reserves
1 Capital instruments and the related share premium accounts 2,515,622 -
of which: Instrument type 1 2,515,622 -
of which: Instrument type 2 - -
of which: Instrument type 3 - -
2 Retained earnings and other reserves 2,661,004 -
3 Accumulated other comprehensive income (and other resenves, to include unrealised gains and losses under the 392,750 ~
applicable accounting standards) !
3a Funds for general banking risk 170,762 -
4 Amount of qualifying items referred to in Article 484 (3) and the related share premium accounts subject to phase out R B
from CET1
Public sector capital injections grandfathered until 1 January 2018 - -
5 Minority Interests (amount allowed in consolidated CET1) - 29,551
5a Independently reviewed interim profits net of any foreseeable charge or dividend 246,751 -
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 5,986,890 29,551
Common Equity Tier 1 (CET1) capital: regulatory adjustments
7 Additional value adjustments (negative amount) (10,130) -
8 Intangible assets (net of related tax liability) (negative amount) (128,588) -
9 Empty Set in the EU - -
10 Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of related tax ; R
liability where the conditions in Article 38 (3) are met) (negative amount)
11 Fair value resenves related to gains or losses on cash flow hedges - -
12 Negative amounts resulting from the calculation of expected loss amounts - -
13 Any increase in equity that results from securitised assets (negative amount) - -
14 Gains or losses on liabilities valued at fair value resulting from changes in own credit standing - -
15 Defined-benefit pension fund assets (negative amount) - -
16 Direct and indirect holdings by an institution of own CET1 instruments (negative amount) - -
17 Holdings of the CET1 instruments of financial sector entities where those entities have reciprocal cross holdings with the R ~
institution designed to inflate artificially the own funds of the institution (negative amount)
Direct and indirect holdings by the institution of the CET1 instruments of financial sector entities where the institution
18 does not have a significant investment in those entities (amount above the 10% threshold and net of eligible short - -
positions) (negative amount)
Direct, indirect and synthetic holdings by the institution of the CET1 instruments of financial sector entities where the
19 institution has a significant investment in those entities (amount above 10% threshold and net of eligible short positions) - -
(negative amount)
20 Empty Set in the EU - -
20a Exposure amount of the following items which qualify for a RW of 1250%, where the institution opts for the } R
deduction alternative
20b of which: qualifying holdings outside the financial sector (negative amount) - -
20c of which: securitisation positions (negative amount) - -
20d of which: free deliveries (negative amount) - -
21 Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax liability R ~
where the conditions in 38 (3) are met) (negative amount)
22 Amount exceeding the 15% threshold (negative amount) - -
23 of which: direct and indirect holdings by the institution of the CET1 instruments of financial sector entities where } R
the institution has a significant investment in those entities
24 Empty Set in the EU - -
25 of which: deferred tax assets arising from temporary differences - -
25a Losses for the current financial year (negative amount) - -
25b Foreseeable tax charges relating to CET1 items (negative amount) (340,590) -
26 Regulatory adjustments applied to Common Equity Tier 1 in respect of amounts subject to pre-CRR treatment - (254,183)
26a Regulatory adjustments relating to unrealised gains and losses pursuant to Articles 467 and 468 - (254,183)
Of which: ... filter for unrealised loss 1 - -
Of which: ... filter for unrealised loss 2 - -
Of which: ... filter for unrealised gain - reserves from reevaluation of avaible for sale asset - (246,718)
Of which: ... filter for unrealised gain - reserves from defined pension plan - (7,465)
26b Amount to be deducted from or added to Common Equity Tier 1 capital with regard to additional filters and R ~
deductions required pre CRR
Of which: ... - -
27 Qualifying AT1 deductions that exceed the AT1 capital of the institution (negative amount) - -
28 Total regulatory adjustmentsto Common equity Tier 1 (CET1) (479,309) (254,183)
29 Common Equity Tier 1 (CET1) capital 5,507,581 (224,632)
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Exhibit 3: Transitional own funds (RON 000) (2/3)
December 31,2015

AMOUNTS SUBJECT TO PRE- REGULATION
(EU) NO 575/2013 TREATMENT OR

TRANSITIONAL OWN FUNDS AMOUNT PRESCRIBED RESIDUAL AMOUNT OF
REGULATION (EU) NO 575/2013
Additional Tier 1 (AT1) capital: Instruments
30 Capital instruments and the related share premium accounts - -
31 of which: classified as equity under applicable accounting standards - -
32 of which: classified as liabilities under applicable accounting standards - -
23 Amount of qualifying items referred to in Article 484 (4) and the related share premium accounts subject to R R
phase out from ATL
Public sector capital injections grandfathered until 1 January 2018 - -
2 Qualifying Tier 1 capital included in consolidated AT1 capital (including minority interests not included in row 5) R R
issued by subsidiaries and held by third parties
35 of which: instruments issued by subsidiaries subject to phase out - -
36 Additional Tier 1(AT1) capital before regulatory adjustments - -
Addltlonal Tier 1 (AT1) capltal: regulatory adjustments
37 Direct and indirect holdings by an institution of own AT1 Instruments (negative amount) - -
28 Holdings of the ATl instruments of financial sector entities where those entities have reciprocal cross holdings R R
with the institution designed to inflate artificially the own funds of the institution (negative amount)
Direct and indirect holdings of the AT1 instruments of financial sector entities where the institution does not have
39 a significant investment in those entities (amount above the 10% threshold and net of eligible short posi- lions) - -
(negative amount)
Direct and indirect holdings by the institution of the AT1 instruments of financial sector entities where the insti-
40 tution has a significant investment in those entities (amount above the 10% threshold net of eligible short - -
positions) (negative amount)
Regulatory adjustments applied to additional tier 1 in respect of amounts subject to pre-CRR treatment and
41 transitional treatments subject to phase out as prescribed in Regulation (EU) No 575/2013 (i.e. CRR residual - -
amounts)
Residual amounts deducted from Additional Tier 1 capital with regard to deduction from Common Equity Tier 1
4la capital during the transitional period pursuant to - -
article 472 of Regulation (EU) No 575/2013
Of which items to be detailed line by line, e.g. Material net interim losses, intangibles, shortfall of provsions to R R
expected losses etc
A1b Residual amounts deducted from Additional Tier 1 capital with regard to deduction from Tier 2 capital during the R R
transitional period pursuant to article 475 of Regulation (EU) No 575/2013
Of which items to be detailed line by line, e.g. Reciprocal cross holdings in Tier 2 instruments, direct holdings of non- R R
significant investments in the capital of other financial sector entities, etc
a1 Amount to be deducted from or added to Additional Tier 1 capital with regard to additional filters and deductions R R
required pre- CRR
Of which: possible filter for unrealised losses - -
Of which: ... possible filter for unrealised gains - -
42 Qualifying T2 deductions that exceed the T2 capital of the institution (negative amount) - -
43 Total regulatory adjustments to Additional Tier 1 (AT1) capital - -
44 Additional Tier 1(AT1) capital - -
45 Tier 1capital (T1=CET1 +AT1) 5,507,581 (224,632)
Tier 2 (T2) capltal: Instruments and provisions
46 Capital instruments and the related share premium accounts - -
47 Amount of qualifying items referred to in Article 484 (5) and the related share premium accounts subject to R R
phase out from T2
Public sector capital injections grandfathered until 1 January 2018 - -
48 Qualifying own funds instruments included in consolidated T2 capital (including minority interests and AT1 R R
instruments not included in rows 5 or 34) issued by subsidiaries and held by third parties
49 of which: instruments issued by subsidiaries subject to phase out - -
50 Credit risk adjustments - -
51 Tier 2 (T2) capital before regulatory adjustments - -
Tier 2 (T2) capltal: regulatory adjustments
52 Direct and indirect holdings by an institution of own T2 instruments and subordinated loans (negative amount) - -
Holdings of the T2 instruments and subordinated loans of financial sector entities where those entities have
53 reciprocal cross holdings with the institution designed to inflate artificially the own funds of the institution (negative - -
amount)
Direct and indirect holdings of the T2 instruments and subordinated loans of financial sector entities where the
54 institution does not have a significant investment in those entities (amount above 10% threshold and net of eligible - -
short positions) (negative amount)
54a Of which new holdings not subject to transitional arrangements - -
54b Of which holdings existing before 1 January 2013 and subject to transitional arrangements - -
Direct and indirect holdings by the institution of the T2 instruments and subordinated loans of financial sector
55 entities where the institution has a significant investment in those entities (net of eligible short positions) (negative - -
amount)
56 Regulatory adjustments applied to tier 2 in respect of amounts subject to pre-CRR treatment and transitional R R
treatments subject to phase out as prescribed in Regu- lation (EU) No 575/2013 (i.e. CRR residual amounts)
562 Residual amounts deducted from Tier 2capital with regard to deduction from Common Equity Tier 1 capital during R )
the transitional period pursuant to article 472 of Regulation (EU) No 575/2013
Of which items to be detailed line by line, e.g. Material net interim losses, intangibles, shortfall of provisions to R R
expected losses etc
56b Residual amounts deducted from Tier 2 capital with regard to deduction from Additional Tier 1 capital during the R R
transitional period pursuant to article 475 of Regu- lation (EU) No 575/2013
Of which items to be detailed line by line, e.g. reciprocal cross holdings in atl instruments, direct holdings of non
significant investments in the capital of other financial sector entities , etc ) )
56¢ Amount to be deducted from or added to Tier 2 capital with regard to additional filters and deductions required pre R R
CRR
Of which: ... possible filter for unrealised losses - -
Of which: filter for unrealised gain - reserves from reevaluation of avaible for sale asset - -
Of which: filter for unrealised gain - reserves from defined pension plan - -
57 Total regulatory adjustments to Tier 2 (T2) capital - -
58 Tier 2 (T2) capital - -
59  Total capital (TC=T1 +T2) 5,507,581 (224,632)
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Exhibit 3: Transitional own funds (RON 000) (3/3)
December 31, 2015

AMOUNTS SUBJECT TO PRE- REGULATION

(EU) NO 575/2013 TREATMENT OR

TRANSITIONAL OWN FUNDS AMOUNT PRESCRIBED RESIDUAL AMOUNT OF
REGULATION (EU) NO 575/2013
0 Risk weighted assets in respect of amounts subject to pre-CRR treatment and transitional treatments subject to
phase out as prescribed in Regulation (EU) No 575/ 2013(i.e. CRR residual amounts)
Of which: ... items not deducted from CETL (Regulation (EU) No 575/2013 residual amounts)
(items to be detailed line by line, e.g. Deferred tax assets that rely on future profitability net of related tax liability ,
indirect holdings of own CETL, etc)
Of which: ... items not deducted from AT1 items (Regulation (EU) No 575/2013residual amounts)
(items to be detailed line by line, e.g. Reciprocal cross holdings in T2 instruments, direct holdings of non-
significant investments in the capital of other financial sector entities, etc.)
Items not deducted from T2 items (Regulation (EU) No 575/2013residual amounts)
(items to be detailed line by line, e.g. Indirect holdings of own t2 instruments, indirect holdings of non-significant
investments in the capital of other financial sector entities, indirect holdings of significant investments in the capital
of other financial sector entities etc)
60  Total risk weighted assets 21,660,718
Capital ratios and buffers
61 Common Equity Tier 1(asa percentage of risk exposure amount) 19.91%
62  Tier 1(asapercentage of risk exposure amount) 19.91%
63  Total capital (asa percentage of risk exposure amount) 19.91%
Institution specific buffer requirement (CET1 requirement in accordance with article 92 (1) (a) plus capital conser-
64 ation and countercyclical buffer requirements , plus systemic risk buffer, plus the systemically important institution NA
buffer (G-Sll or 0-SII buffer), expressed as a percentage of risk exposure amount)
65  of which: capital consenation buffer requirement NA
66 of which: countercyclical buffer requirement NA
67 of which: systemic risk buffer requirement NA
67a Efﬁwhich: Global Systemically Important Institution (G-811) or Other Systemically Important Institution (0-811) NA
uffer
68  Common Equity Tier 1awailable to meet buffers (as a percentage of risk exposure amount) NA
69  [nonrelevant in EU regulation]
70 [nonrelevant in EU regulation]
71 [nonrelevant in EU regulation]
Capital ratios and buffers
Direct and indirect holdings of the capital of financial sector entities where the institution does not have a
72 - ) ) . - i 89,813
significant investment in those entities (amount below 10% threshold and net of eligible short positions)
Direct and indirect holdings by the institution of the CET 1instruments of financial sector entities where the
73 insti- tution has a significant investment in those entities (amount below 10% threshold and net of eligible short 127,350
positions)
74 Empty Set inthe EU
5 Deferred tax assets arising from temporary differences (amount below 10% threshold, net of related tax liability 23817

where the conditions in Article 38 (3) are met)

Applicable capson the incluslon of provisions in Tier 2

76
7
8
79

Credit risk adjustments included in T2 in respect of exposures subject to standardized approach (prior to the
application of the cap)

Cap on inclusion of credit risk adjustments in T2 under standardised approach

Credit risk adjustments included in T2 in respect of exposures subject to internal ratings-based approach (prior
to the application of the cap)

Cap for inclusion of credit risk adjustments in T2 under intemal ratings-based approach

Capital Instruments subject to phase-out arrangements (only applicable between 1Jan 2013 and 1 Jan 2022)

80
81
82
83
84
85

Current cap on CETL instruments subject to phase out arangements

Amount excluded from CET1 dueto cap (excess overcap after redemptions and maturities)
Current cap on ATL instruments subject to phase out arrangements

Amount excluded from AT1 due to cap (excess over cap after redemptions and maturities)
Current cap on T2 instruments subject to phase out arangements

Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)
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Exhibit 4: Capital instruments main features template

Ref Heading
1 Issuer BRD-Groupe Societe Generale
2 Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private ROBRDBACNOR2
placement)
3 Governing law(s) of the instrument Romanian law
Governing law(s) of the instrument Romanian law
4 Transitional CRR rules CET1
5 Post-transitional CRR rules CET1
6 Eligible at solo/(sub-)consolidated/ solo&(sub-)consolidated Solo and consolidated
7 Instrument type (types to be specified by each jurisdiction) Ordinary Shares
8 Amount recognised in regulatory capital (RON million, as of most recent 2,516
reporting date)
9 Nominal amount of instrument 10
9a Issue price N/A
9b Redemption price N/A
10 Accounting classification Capital
11 Original date of issuance NA
12 Perpetual or dated Perpetual
13 Original maturity date No maturity
14 Issuer call subject to prior supenisory approval N/A
15 Optional call date, contingent call dates and redemption amount N/A
16 Subsequent call dates, if applicable N/A
Coupons / dividends
17 Fixed or floating dividend/coupon Floating
18 Coupon rate and any related index N/A
19 Existence of a dividend stopper N/A
20a Fully discretionary, partially discretionary or mandatory (in terms of timing) Full discretion
20b Fully discretionary, partially discretionary or mandatory (in terms of Ful discretion
amount)
21 Existence of step up or other incentive to redeem N/A
22 Noncumulative or cumulative N/A
23 Convwertible or non-convertible N/A
24 If convertible, conversion trigger(s) N/A
25 If conwertible, fully or partially N/A
26 If conwertible, conversion rate N/A
27 If convertible, mandatory or optional conversion N/A
28 If convertible, specify instrument type convertible into N/A
29 If convertible, specify issuer of instrument it converts into N/A
30 Write-down features N/A
31 If write-down, write-down trigger(s) N/A
32 If write-down, full or partial N/A
33 If write-down, permanent or temporary N/A
34 If temporary write-down, description of write-up mechanism N/A
35 Position in subordination hierarchy in liquidation (specify instrument type The most subordinated claim in case
immediately senior to instrument) of liquidation
36 Non-compliant transitioned features No
37 If yes, specify non-compliant features N/A

(1) Insert ‘N/A’ if the question is not applicable

Exhibit 5: Regulatory capital requirements (RON 000)

2015 2016
. Risk exposure Own funds Risk exposure Own funds
Type of risk . N

amount / RWA requirements amount/ RWA requirements

Credit and counterparty risk 24,744,142 1,979,531 24,592,184 1,967,375
Central governments or central banks 14,362 1,149 77,296 6,184
Regional governments or local authorities 509,729 40,778 479,818 38,385
Institutions 731,991 58,559 533,902 42,712
Corporates 10,697,515 855,801 10,485,974 838,878
Retail 7,674,374 613,950 8,732,452 698,596
Secured by mortgages on immovable property 1,648,349 131,868 1,443,765 115,501
Defaulted items 1,759,455 140,756 1,168,907 93,513
Collective investments undertakings 56,678 4,534 41,620 3,330
Equity 357,487 28,599 310,498 24,840
Other items 1,294,202 103,536 1,317,951 105,436
Market risk 303,442 24,275 238,096 19,048
Position risk 233,443 18,675 207,189 16,575
Foreign exchange risk 69,999 5,600 30,908 2,473
CVA risk 167,506 13,400 165,887 13,271
Operational risk 2,445,628 195,650 2,405,641 192,451
Total capital requirements 27,660,718 2,212,857 27,401,808 2,192,145
Regulatory capital 5,282,949 5,575,266

Regulatory Capital Adequacy Ratio (%) 19.10% 20.35%
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Exhibit 6: Exposure to credit risk (RON 000)

December 31, 2016

CRM techniques (of which):

Exposure value

Exposure Types cross crse%?tmr?si: Creditrisk  gegigential Financial  Unfunded after CRM WeiRglfsllt(ed
exposure R exposure  poo Estate credit technics and
adjustements Collateral Collateral : CCF assets
protection
Sowereign risk exposures 17,805,726 (1) 17,805,725 - - 3,786,626 21,592,351 77,296
Multilateral development banks - - - - 42,282 42,282 -
Institutions exposures 1,375,090 - 1,375,090 - - 18,239 1,393,329 299,494
Loans and advances to customers 31,236,260 (3,688,626) 27,547,634 4,127,678  (312,214) (3,847,147) 23,388,273 17,112,550
Collective investment units 41,620 41,620 - - - 41,620 41,620
Equity participations 187,279 187,279 - - - 187,279 310,498
Other assets 3,082,656 (67,619) 3,015,037 - - - 3,015,037 1,317,951
On balance sheet exposures 53,728,631 (3,756,246) 49,972,385 4,127,678 (312,214) ) 49,660,171 19,159,410
Sowereign risk exposures 17,739 (368) 17,372 - (69) ©0) 8,476 -
Multilateral development banks - - - - - 31 6 -
Institutions exposures 413,137 (752) 412,385 - - 53,019 288,193 104,480
Financing, guarantees, acceptances and otl 16,294,553 (443,716) 15,850,837 2,856 (414,108) (53,050) 5,356,589 5,068,195
Off balance sheet exposures 16,725,429 (444,836) 16,280,593 2,856 (414,177) - 5,653,265 5,172,675
Credit Risk Exposure 70,454,061 (4,201,082) 66,252,978 4,130,534  (726,391) ©) 55,313,436 24,332,085
Derivatives 457,842 - 457,842 - - - 457,998 234,175
Repo 1,461,174 1,461,174 - (1,424,028) - 37,146 25,924
Counterparty Credit Risk Exposure 1,919,172 - 1,919,172 - (1,424,028) - 495,144 260,099
Total exposures 72,373,233 (4,201,082) 68,172,150 4,130,534  (2,150,419) 0) 55,808,580 24,592,184
December 31, 2015
CRM techniques (of which):
Gross Specific credit Credit risk ) ! - : ) viffszl;{eer Risk
Exposure Types exposure Tisc exposure Residential - ginancia  UnfuNded CRM technics  "/'9nted
adjustements Real Estate - .o credit assets
Collateral protection and CCF
Sovereign risk exposures 17,256,817 17,256,817 - - 3,455,192 20,712,009 14,362
Multilateral development banks - - - - 34,645 34,645 -
Institutions exposures 2,088,126 - 2,088,126 - - 17,025 2,105,151 430,474
Loans and advances to customers 30,934,489 (4,110,486) 26,824,003 4,713,744 (206,908) (3,506,862) 23,110,233 16,895,918
Collective investment units 56,678 - 56,678 - - - 56,678 56,678
Equity participations 236,473 - 236,473 - - - 236,473 357,487
Other assets 2,649,764 (51,685) 2,598,078 - - - 2,598,078 1,294,202
On balance sheet exposures 53,222,347 (4,162,171) 49,060,175 4,713,744 (206,908) 0 48,853,267 19,049,123
Sovereign risk exposures 27,699 - 27,699 - (68) 6,325 17,155 -
Multilateral development banks - - 0 0 -
Institutions exposures 408,805 (646) 408,158 - - 70,643 320,512 129,282
Financing, guarantees, acceptances and othe 13,070,191 (305,447) 12,764,745 1,764 (322,063) (76,968) 5,475,469 5,163,847
Off balance sheet exposures 13,506,695 (306,093) 13,200,602 1,764 (322,131) 0) 5,813,136 5,293,129
Credit Risk Exposure 66,729,042 (4,468,264) 62,260,777 4,715,508 (529,039) 0) 54,666,404 24,342,252
Derivatives 525,358 525,358 - - - 525,928 307,223
Repo 734,676 734,676 - (640,008) - 94,668 94,668
Counterparty Credit Risk Exposure 1,260,604 1,260,604 - (640,008) - 620,596 401,890
Total exposures 67,989,645 (4,468,264) 63,521,381 4,715,508  (1,169,047) 0) 55,287,000 24,744,142
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Exhibit 7: Summary reconciliation of accounting assets and leverage ratio exposures (RON

000)

Summary reconciliation of accounting assets and leverage ratio exposures
Applicable Amount Applicable Amount

31-Dec-2016 31-Dec-2015
1 Total assets as per published financial statements 51,881,491 50,178,610
Adjustment for entities which are consolidated for
2 accounting purposes but are outside the scope of -21,935 -15,093
regulatory consolidation
(Adjustment for fiduciary assets recognised on the balance
sheet pursuant to the applicable accounting framework but
3 excluded from the leverage ratio total exposure measure in 0 0
accordance with Article 429(13) of Regulation (EU) No
575/2013)
4 Adjustments for derivative financial instruments 145,717 255,201
5 Adjustment for securities financing transactions (SFTs) 27,892 0
6 Adju_stmer_]t for off-balance sheet items (ie conversion to 6,728,233 9,458,128
credit equivalent amounts of off-balance sheet exposures)
(Adjustment for intragroup exposures excluded from the
EU-6a lewverage ratio total exposure measure in accordance with 0 0
Article 429(7) of Regulation (EU) No 575/2013)
(Adjustment for exposures excluded from the leverage ratio
EU-6b total exposure measure in accordance with Article 429(14) 0 0
of Regulation (EU) No 575/2013)
7 Other adjustments -266,885 -368,353
8 Leverage ratio total exposure measure 58,494,515 59,508,493
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Exhibit 8: Leverage ratio common disclosure (RON 000)

CRR leverage ratio CRR leverage ratio
exposures exposures
31-Dec-2016 31-Dec-2015
On-balance sheet exposures (excluding derivatives and SFTs)
On-balance sheet items (excluding derivatives, SFTs and

1 L . f 50,108,649 49,182,662
fiduciary assets, but including collateral)
2 (Asset amounts deducted in determining Tier 1 capital) -289,432 392,901
Total on-balance sheet exposures (excluding
3 derivatives, SFTs and fiduciary assets) (sum of lines 1 49,819,217 48,789,761
and 2)
Derivative exposures
4 Replacement cost associated with all derivatives 301,501 276,549
transactions (ie net of eligible cash variation margin)
5 Add-on amounts for PFE associated with all derivatives 156,498 249,379
transactions (mark-to-market method)
EU-5a Exposure determined under Original Exposure Method 0 0
Gross-up for derivatives collateral provided where deducted 0 0
6 from the balance sheet assets pursuant to the applicable
accounting framework
7 (Deductions of receivables assets for cash variation margin 0 0
provided in derivatives transactions)
8 (Exempted CCP leg of client-cleared trade exposures) 0 0
9 Adjusted effective notional amount of written credit 0 0
derivatives
10 (Adjusted effective notional offsets and add-on deductions 0 0
for written credit derivatives)
11 Total derivatives exposures (sum of lines 4 to 10) 457,998 525,928
SFT exposures
12 Gross SFT assets (with no recognition of netting), after 1,461,174 734,676
adjusting for sales accounting transactions
13 (Netted amounts of cash payables and cash receivables of 0 0
gross SFT assets)
14 Counterparty credit risk exposure for SFT assets 27,892 0
Derogation for SFTs: Counterparty credit risk exposure in 0 0
EU-14a accordance with Articles 429b(4) and 222 of Regulation
(EU) No 575/2013
15 Agent transaction exposures 0 0
EU-15a (Exempted CCP leg of client-cleared SFT exposure) 0 0
16 Total securities financing transaction exposures (sum 1,489,066 734,676
of lines 12 to 15a)
Other off-balance sheet exposures
17 Off-balance sheet exposures at gross notional amount 16,725,429 13,506,695
18 (Adjustments for conversion to credit equivalent amounts) -9,997,196 4,048,566
19 Other off-balance sheet exposures (sum of lines 17 6,728,233 9,458,128

and 18)

Exempted exposuresin accordance with Article 429(7) and (14) of Regulation (EU) No 575/2013 (on and off
balance sheet)

(Intragroup exposures (solo basis) exempted in accordance 0 0
EU-19a with Article 429(7) of Regulation (EU) No 575/2013 (on and

off balance sheet))

(Exposures exempted in accordance with Article 429 (14) 0 0
EU-19b of Regulation (EU) No 575/2013 (on and off balance sheet))

Capital and total exposure measure
20 Tier 1 capital 5,576,325 5,282,949
21 Leverage ratio total exposure measure (sum of lines 58,494,515 59,508,493
3, 11, 16, 19, EU-19a and EU-19b)
Leverage ratio

22 Leverage ratio 9.53% 8.88%
Choice on transitional arrangements and amount of derecognised fiduciary items
EU-23 Choice on transitional arrangements for the definition of the Transitional Transitional
capital measure
EU-24 Amount of derecognised fiduciary items in accordance with 0 0

Article 429(11) of Regulation (EU) No 575/2013
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Exhibit 9: Statement of Compliance with the provisions of corporate governance code of

Bucharest stock exchange (BSE)

ProvisioN

COMPLY WITH

PARTIAL COMPLY
wITH / Do NoT
COMPLY WITH

REASON FOR FAILURE TO
COMPLY WITH

Section A — Responsibilities

A.1. All companies should have internal
regulation of the Board which includes
terms of reference/responsibilities for
Board and key management functions
of the company, applying, among
others, the General Principles of
Section A.

A.2. Provisions for the management of
conflict of interest should be included in
Board regulation. In any event,
members of the Board should notify the
Board of any conflicts of interest which
have arisen or may arise, and should
refrain from taking part in the
discussion (including by not being
present where this does not render the
meeting non-quorate) and from voting
on the adoption of a resolution on the
issue which gives rise to such conflict
of interest.

A.3. The Board of Directors or the
Supervisory Board should have at least
five members.

A.4. The majority of the members of the
Board of Directors should be non-
executive. At least one member of the
Board of Directors or Supervisory
Board should be independent, in the
case of Standard Tier companies. Not
less than two non-executive members
of the Board of Directors or Supervisory
Board should be independent, in the
case of Premium Tier Companies.

Each member of the Board of Directors
or Supervisory Board, as the case may
be, should submit a declaration that
he/she is independent at the moment of
his/her nomination for election or re-
election as well as when any change in
his/her status arises, by demonstrating
the ground on which he/she is
considered independent in character
and judgement in practice and
according to the following criteria:

A.4.1. Not to be the CEO/executive
officer of the company or of a company
controlled by it and not have been in
such position for the previous five
years.

A.4.2. Not to be an employee of the
company or of a company controlled by
it and not have been in such position
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for the previous five (5) years.

A.4.3. Not to receive and not have
received additional remuneration or
other advantages from the company or
from a company controlled by it, apart
from those corresponding to the quality
of non-executive director.

A.4.4. 1s not or has not been an
employee of, or has not or had not any
contractual relationship, during the
previous year, with a significant
shareholder of the company, controlling
more than 10% of voting rights or with a
company controlled by it.

A.4.5. Not to have and not have had
during the previous year a business or
professional relationship with the
company or with a company controlled
by it, either directly or as a customer,
partner, shareholder, member of the
Board/Director, CEO/executive officer
or employee of a company having such
a relationship if, by its substantial
character, this relationship could affect
his/her objectivity.

A.4.6. Not to be and not have been in
the last three years the external or
internal auditor or a partner or salaried
associate of the current external
financial or internal auditor of the
company or a company controlled by it.

A.4.7. Not to be a CEO/executive
officer in another company where
another CEO/executive officer of the
company is a non-executive director.

A.4.8. Not to have been a non-
executive director of the company for
more than twelve years.

A.4.9. Not to have family ties with a
person in the situations referred to at
points A.4.1. and A.4.4.

A.5. A Board member’s other relatively
permanent professional commitments
and engagements, including executive
and non-executive Board positions in
companies and not-for-profit
institutions, should be disclosed to
shareholders and to potential investors
before appointment and during his/her
mandate.

A.6. Any member of the Board should
submit to the Board, information on any
relationship with a shareholder who
holds directly or indirectly, shares
representing more than 5% of all voting
rights. This obligation concerns any
kind of relationship which may affect
the position of the member on issues
decided by the Board.

A.7. The company should appoint a
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Board secretary responsible for
supporting the work of the Board.

A.8. The corporate governance
statement should inform on whether an
evaluation of the Board has taken place
under the leadership of the chairman or
the nomination committee and, if it has,
summarize key action points and
changes resulting from it. The company
should have a policy/guidance
regarding the evaluation of the Board
containing the purpose, criteria and
frequency of the evaluation process.

A.9. The corporate governance
statement should contain information
on the number of meetings of the Board
and the committees during the past
year, attendance by directors (in person
and in absentia) and a report of the
Board and committees on their
activities.

A.10 The corporate governance
statement should contain information
on the precise number of the
independent members of the Board of
Directors or of the Supervisory Board.

A.11. The Board of Premium Tier
companies should set up a nomination
committee formed of non-executives,
which will lead the process for Board
appointments and make
recommendations to the Board. The
majority of the members of the
nomination committee should be
independent.

The Board of Directors has
set up a Nomination
Committee. The
Nomination Committee is
formed of non-executives
members of the Board
which are considered
independent in character
and have the capacity to
act independent in the
process of analysing and
making the nominalization
proposals for the positions
within the management
body.

Section B - Risk management and
internal control system

B.1 The Board should set up an audit
committee, and at least one member
should be an independent non-
executive. The majority of members,
including the chairman, should have
proven an adequate qualification
relevant to the functions and
responsibilities of the committee. At
least one member of the audit
committee should have proven and
adequate auditing or accounting
experience. In the case of Premium
Tier companies, the audit committee
should be composed of at least three
members and the majority of the audit
committee should be independent.

Page | 75

BRD | BOARD OF DIRECTORS REPORT




B.2. The audit committee should be
chaired by an independent non-
executive member.

B.3. Among its responsibilities, the
audit committee should undertake an
annual assessment of the system of
internal control.

B.4. The assessment should consider
the effectiveness and scope of the
internal audit function, the adequacy of
risk management and internal control
reports to the audit committee of the
Board, management’s responsiveness
and effectiveness in dealing with
identified internal control failings or
weaknesses and their submission of
relevant reports to the Board.

B.5. The audit committee should review
conflicts of interests in transactions of
the company and its subsidiaries with
related parties.

The Regulation of
organization and
functioning of the Audit
Committee was updated
with this responsibility and
was approved on the
Board of Directors meeting
on February 2017.

B.6. The audit committee should
evaluate the efficiency of the internal
control system and risk management
system.

B.7. The audit committee should
monitor the application of statutory and
generally accepted standards of
internal auditing. The audit committee
should receive and evaluate the reports
of the internal audit team.

B.8. Whenever the Code mentions
reviews or analysis to be exercised by
the Audit Committee, these should be
followed by cyclical (at least annual), or
ad-hoc reports to be submitted to the
Board afterwards.

B.9. No shareholder may be given
undue preference over other
shareholders with regard to
transactions and agreements made by
the company with shareholders and
their related parties.

B.10. The Board should adopt a policy
ensuring that any transaction of the
company with any of the companies
with which it has close relations, that is
equal to or more than 5% of the net
assets of the company (as stated in the
latest financial report), should be
approved by the Board following an
obligatory opinion of the Board’s audit
committee, and fairly disclosed to the
shareholders and potential investors, to
the extent that such transactions fall
under the category of events subject to
disclosure requirements.

The internal framework
applicable to the related
party transactions is
subject to a complex
review process. This
process concerns, but is
not limited to, setting the
limits for which the
competence of approval of
these transactions belongs
to the Board of Directors.
The approval is always
preceded by an opinion of
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the Audit Committee. The
deadline for the
implementation is the end
of the 1% half of 2017.

B.11. The internal audits should be
carried out by a separate structural
division (internal audit department)
within the company or by retaining an
independent third-party entity.

B.12. To ensure the fulfilment of the
core functions of the internal audit
department, it should report functionally
to the Board via the audit committee.
For administrative purposes and in the
scope related to the obligations of the
management to monitor and mitigate
risks, it should report directly to the
chief executive officer.

Section C - Fair rewards and motivation

C.1. The company should publish a
remuneration policy on its website and
include in its annual report a
remuneration statement on the
implementation of this policy during the
annual period under review.

The remuneration policy should be
formulated in such a way that allows
stakeholders to understand the
principles and rationale behind the
remuneration of the members of the
Board and the CEO, as well as of the
members of the Management Board in
two-tier board systems. It should
describe the remuneration governance
and decision-making process, detail the
components of executive remuneration
(i.e. salaries, annual bonus, long term
stock-linked incentives, benefits in kind,
pensions, and others) and describe
each component’s purpose, principles
and assumptions (including the general
performance criteria related to any form
of variable remuneration). In addition,
the remuneration policy should disclose
the duration of the executive’s contract
and their notice period and eventual
compensation for revocation without
cause.

The remuneration report should present
the implementation of the remuneration
policy vis-a-vis the persons identified in
the remuneration policy during the
annual period under review.

Any essential change of the
remuneration policy should be
published on the corporate website in a
timely fashion.

Information on the Bank’s
Remuneration policy,
including information on
the remuneration of the
identified persons and
information on the
mandate of the CEO are
presented in the Annual
Report.

Currently the
Remuneration policy is in a
process of reviewing; one
of the objectives of this
process is to fulfil some of
the requirements of the
BSE Corporate
Governance Code that are
covered partially. The
estimated time for
approval of the new
Remuneration Policy is 4"
quarter of 2017.
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Section D - Building value through
investors’ relations

D.1. The company should have an
Investor Relations function - indicated,
by person (s) responsible or an
organizational unit, to the general
public. In addition to information
required by legal provisions, the
company should include on its
corporate website a dedicated Investor
Relations section, both in Romanian
and English, with all relevant
information of interest for investors,
including:

D.1.1. Principal corporate regulations:
the articles of association, general
shareholders’ meeting procedures.

D.1.2. Professional CVs of the
members of its governing bodies, a
Board member’s other professional
commitments, including executive and
non-executive Board positions in
companies and not-for-profit
institutions;

D.1.3. Current reports and periodic
reports (quarterly, semi-annual and
annual reports) — at least as provided at
item D.8 — including current reports with
detailed information related to non-
compliance with the present Code;

D.1.4. Information related to general
meetings of shareholders: the agenda
and supporting materials; the
procedure approved for the election of
Board members; the rationale for the
proposal of candidates for the election
to the Board, together with their
professional CVs; shareholders’
questions related to the agenda and the
company’s answers, including the
decisions taken;

D.1.5. Information on corporate events,
such as payment of dividends and
other distributions to shareholders, or
other events leading to the acquisition
or limitation of rights of a shareholder,
including the deadlines and principles
applied to such operations. Such
information should be published within
a timeframe that enables investors to
make investment decisions;

D.1.6. The name and contact data of a
person who should be able to provide
knowledgeable information on request;

D.1.7. Corporate presentations (e.g. IR
presentations, quarterly results
presentations, etc.), financial
statements (quarterly, semi-annual,
annual), auditor reports and annual
reports.
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D.2. A company should have an annual
cash distribution or dividend policy,
proposed by the CEO or the
Management Board and adopted by the
Board, as a set of directions the
company intends to follow regarding
the distribution of net profit. The annual
cash distribution or dividend policy
principles should be published on the
corporate website.

D.3. A company should have adopted a
policy with respect to forecasts,
whether they are distributed or not.
Forecasts means the quantified
conclusions of studies aimed at
determining the total impact of a list of
factors related to a future period (so
called assumptions): by nature such a
task is based upon a high level of
uncertainty, with results sometimes
significantly differing from forecasts
initially presented. The policy should
provide for the frequency, period
envisaged, and content of forecasts.
Forecasts, if published, may only be
part of annual, semi-annual or quarterly
reports. The forecast policy should be
published on the corporate website.

The Bank intends to adopt
a Policy with respect to
forecasts and to publish it
on the institutional website,
until the end of the 1> half
of 2017.

D.4. The rules of general meetings of
shareholders should not restrict the
participation of shareholders in general
meetings and the exercising of their
rights. Amendments of the rules should
take effect, at the earliest, as of the
next general meeting of shareholders.

D.5. The external auditors should
attend the shareholders’ meetings
when their reports are presented there.

D.6. The Board should present to the
annual general meeting of shareholders
a brief assessment of the internal
controls and significant risk
management system, as well as
opinions on issues subject to resolution
at the general meeting.

D.7. Any professional, consultant,
expert or financial analyst may
participate in the shareholders’ meeting
upon prior invitation from the Chairman
of the Board. Accredited journalists
may also participate in the general
meeting of shareholders, unless the
Chairman of the Board decides
otherwise.
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D.8. The quarterly and semi-annual
financial reports should include
information in both Romanian and
English regarding the key drivers
influencing the change in sales,
operating profit, net profit and other
relevant financial indicators, both on
guarter-on-quarter and year-on-year
terms.

D.9. A company should organize at
least two meetings/conference calls
with analysts and investors each year.
The information presented on these
occasions should be published in the IR
section of the company website at the
time of the meetings/conference calls.

D.10. If a company supports various
forms of artistic and cultural expression,
sport activities, educational or scientific
activities, and considers the resulting
impact on the innovativeness and
competitiveness of the company part of
its business mission and development
strategy, it should publish the policy
guiding its activity in this area.
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Name of BRD - Groupe Societe Generale SA related parties, as of December 31, 2016

(1/6)
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ALD AUTOMOTIVE SRL

ALD INTERNATIONAL

ALIAS INVESTMENT

ALTE PARTICIPATII CALIFICATE BRD- GROUPE SOCIETE GENERALE
BALANCE TARGET FUND LIMITED

BANCO SOCIETE GENERALE BRASIL S.A.

BANCO SOCIETE GENERALE MOCAMBIQUE SA
BANK REPUBLIC, GEORGIA

BANKA SOCIETE GENERALE ALBANIA SH.A.

BANKY FAMPANDROSOANA VAROTRA SG

BANQUE DE POLYNESIE

BC MOBIASBANCA

BIROUL DE CREDIT

BOURSORAMA SA

BRD ASIGURARI DE VIATA SA

BRD ASSET MANAGEMENT S.A.l. S.A.

BRD CORPORATE FINANCE SRL

BRD FINANCE IFN S.A.

BRD SOCIETATE DE ADMINISTRARE A FONDURILOR DE PENSII PRIVATE SA.
BRD SOGELEASE ASSET RENTAL

BRD SOGELEASE IFN S.A.

CENTRE INTERBANCAIRE REGIONAL RHONE ALPES
CINQUIEME LEASE

CODIES SECURITIES SA

COMPAGNIE FONCIERE DE LA MEDITERRANEE (CFM)
COMPAGNIE GENERALE D'AFFACTURAGE

CREDIT DU NORD

DC MORTGAGE FINANCE NETHERLAND BV
DESCARTES TRADING

ELEAPARTS

EURO SECURED NOTES ISSUER (ESNI)

FACTORING KB, A.S

FCPR SG A

FCT NEO

FCT R&B BDDF PPI

FIDITALIA S.P.A

FILIALE BRD- GROUPE SOCIETE GENERALE
FONDUL ROMAN DE GARANTARE A CREDITELOR PENTRU INTREPRINZATORII PRIVATI SA
FONDUL ROMAN DE GARANTARE A CREDITULUI RURAL
GENEFIM

GENEFIMMO HOLDING

GENEFINANCE

GENEGIS |

GENEGIS I

GIBEAUBOURG

GLORY IRISH HOLDING

GO LEASE

HU LEASE

IMMO GAZ BELFORT

IMMO GAZ LYON

IMMO GAZ ROANNE

IMMO GAZ SENS

IMMO-GAZ-NANTES

INORA LIFE LTD

INTER EUROPE CONSEIL

KOMERCNI BANKA A S.

KOMERCNI POJISTOVNA

LB INERNATIONAL FONDS LIMITED (LBIF)
LISTOPLAC

LYXOR ASSET MANAGEMENT




Name of BRD - Groupe Societe Generale SA related parties, as of December 31, 2016
(2/6)

61 LYXOR ASSET MANAGEMENT
62 LYXOR ASSET MANAGEMENT JAPAN CO LTD
63 LYXOR MASTER FUND
64 LYXOR PAULSON EVENT DRIVEN FUND 1 LIMITED
65 LYXOR SEED FUND PCC
66 NEWEDGE REPRESENTACOES LTDA (NEWEDGE BRAZIL)
67 NEWEDGE BROKER INDIA PTE LTD
68 NEWEDGE FINANCIAL HONG KONG LTD
69 OHRIDSKA BANKA AD SKOPJE
70 ORPAVIMOB
71 PAIEMENTS & SERVICES
72 PARIS TITRISATION
73 PASCAL FUNDO DE INVESTIMENTO MULTI MERCADO - INVESTIMENTO NO EXTERIOR
74 PAYLIB SERVICES
75 PJSC ROSBANK
76 QUATRIEME LEASE
77 RISING LEASE FIVE
78 RISING LEASE FOUR
79 RISING LEASE ONE
80 RISING LEASE SEVEN
81 RISING LEASE SIX
82 RISING LEASE THREE
83 RISING LEASE TWO
84 SAINT GERMAIN FUNDO DE INVESTIMENTO MULTIMERCADO
85 SCI VIRY CHATILLON
86 SEPAMAIL.EU
87 SERVICES EPARGNE ENTREPRISE (S2E)
88 SG AMERICAS SECURITIES HOLDINGS, LLC
89 SG AMERICAS, INC.
90 SG AUSTRALIA HOLDINGS LTD
91 SG CINEMA 2
92 SG DE BANQUES AU SENEGAL
93 SG DE BANQUES EN COTE D'IVOIRE
94 SG DE BANQUES EN GUINEE
95 SG DE BANQUES EN GUINEE EQUATORIALE
96 SG EURO CT
97 SG EUROPEAN MORTGAGE INVESTMENTS
98 SG EXPRESS BANK
99 SG FINANCIAL SERVICES HOLDING
100 SG HAMBROS LIMITED (HOLDING)
101 SG LEASING (HONG KONG) LIMITED
102 SG PRIVATE BANKING ( SUISSE) S.A.
103 SG SECURITIES (SINGAPORE) PTE LTD
104 SG SECURITIES ASIA INTERNATIONAL HOLDINGS LTD (HONG-KONG)
105 SG SECURITIES JOHANNESBURG
106 SG SECURITIES KOREA CO., LTD.
107 SG SERVICES
108 SGA SOCIETE GENERALE ACCEPTANCE N.V. ("SGA")
109 SGAM 4D GLOBAL ENERGY DEV. CAPITAL FUND PLC
110 SGAM Al KANTARA MOROCCO
111 SGAM EASTERN EUROPE HOLDING V LIMITED
112 SGE HOLDINGS INC
113 SGFP MEXICO, S. DER.L. DE C.V.
114 SILVAPER
115 SKB BANKA
116 SOCIAL GENERAL CAPITAL CANADA INC
117 SOCIETE DE LA RUE EDOUARD ViII
118 SOCIETE FRANCAISE DE VENTE ET FINANCEMENT DE MATERIELS TERRESTRES, MARITIMES SOFRANTEM
119 SOCIETE GENERALE AUSTRALIA PTY LTD
120 SOCIETE GENERALE (CANADA)
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121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180

SOCIETE GENERALE ACCEPTANCE NV CURACAO NETHERLAND
SOCIETE GENERALE ALGERIE

SOCIETE GENERALE AMSTERDAM BRANCH

SOCIETE GENERALE ASIA LTD

SOCIETE GENERALE BANK AND TRUST S.A. LUXEMBOURG
SOCIETE GENERALE BANKA MONTENEGRO A.D.
SOCIETE GENERALE BANKA SRBIJA

SOCIETE GENERALE BRUXELLES BRA

SOCIETE GENERALE BURKINA FASO

SOCIETE GENERALE CALEDONIENNE DE BANQUE
SOCIETE GENERALE CAMEROUN

SOCIETE GENERALE CAPITAL CANADA INC

SOCIETE GENERALE CHINA

SOCIETE GENERALE CONGO

SOCIETE GENERALE CORPORATE INVESTMENT BANKING
SOCIETE GENERALE DE BANQUE AU LIBAN S.A.l.
SOCIETE GENERALE DE PARTICIPATIONS

SOCIETE GENERALE DPC ASSETS CORP

SOCIETE GENERALE EUROPEAN BUSINESS SERVICES
SOCIETE GENERALE EUROPEAN BUSINESS SERVICES SA
SOCIETE GENERALE EXPRESS VARNA

SOCIETE GENERALE FACTORING S.P.A.

SOCIETE GENERALE FACTORING SLLC BULGARIA
SOCIETE GENERALE FINANS

SOCIETE GENERALE IMMOBEL

SOCIETE GENERALE INTERNATIONAL LIMITED

SOCIETE GENERALE INTERNATIONAL MOBILITY MANAGEMENT SA
SOCIETE GENERALE INVESTMENTS (U.K.) LIMITED
SOCIETE GENERALE LONDON

SOCIETE GENERALE MAROCAINE DE BANQUES
SOCIETE GENERALE MAURITANIE

SOCIETE GENERALE NANTES - TITRES

SOCIETE GENERALE NEW YORK

SOCIETE GENERALE PARIS

SOCIETE GENERALE PRIVATE BANKING SUISSE
SOCIETE GENERALE S.A. FRANKFURT AM MAIN

SOCIETE GENERALE SAUDI ARABIA JSC

SOCIETE GENERALE SCF

SOCIETE GENERALE (NORTH PACIFIC) LTD

SOCIETE GENERALE Securities Japan Limited

SOCIETE GENERALE SECURITIES SERVICES

SOCIETE GENERALE SECURITIES SERVICES HOLDING
SOCIETE GENERALE SECURITIES SERVICES POLAND
SOCIETE GENERALE SECURITIES SERVICES SPA MILANO
SOCIETE GENERALE SFH

SOCIETE GENERALE TCHAD

SOCIETE GENERALE TOKYO

SOCIETE GENERALE VIENNA

SOCIETE GENERALE WARSHOVIE

SOCIETE GENERALE ZURICH

SOCIETE GENERALE-SPLITSKA BANK

SOCIETE IMMOBILIERE DU 29 BOULEVARD HAUSSMANN
SOGE PERIVAL |

SOGE PERIVAL Il

SOGE PERIVAL Il

SOGE PERIVAL IV

SOGECAMPUS

SOGECAP

SOGEFINANCEMENT

SOGEFONTENAY

(3/6)
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181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239
240

SOGEFONTENAY

SOGEMARCHE

SOGENER ADMINISTRACAO E SERVICOS LTDA
SOGEPARTICIPATIONS

SOGINFO - SOCIETE DE GESTION ET D'INVESTISSEMENTS FONCIERS
SOLYS

SOUTHEAST ASIA COMMERCIAL JOINT STOCK BANK
TCW RECYCLABLE SEED FUND PC

TENDER OPTION BOND PROGRAM (TAXABLE AND TAX-EXEMPT)
TH INVESTMENTS (HONG KONG) 1 LIMITED

TH INVESTMENTS (HONG KONG) 5 LIMITED
TRANSACTIS

UNION INTERNATIONALE DE BANQUES

UNION INTERNATIONALE DE BANQUES SA TUNIS
VALMINVEST

ALD AUTOMOTIVE ITALIA

BANCO CACIQUE SA

BANCO PECUNIA SA

BERGER COLIN Edith Marie Louise Fernande
BLOANCA GHEORGHE

BLOCH YAEL

BLOCH ADRIEN

BLOCH BENJAMIN

BLOCH FRANCOIS

BLOCH ISABELLE

BLOCH JOACHIM

BLOCH MANUEL

BLOCH ODILE

BUNESCU Adiel Milven

BUNESCU Laura Persida

BUNESCU Lidia

BUNESCU Livia Denisa (casatorita COJOCARIU)
BUNESCU PETRE

BUNESCU Sorin Dragos

BUNESCU Theodor Catalin

CERCEL Adriana Florina

CERCEL- DUCA ALEXANDRU- CLAUDIU

CERCEL -DUCA LAURENTIU ANDREI

CERCEL- DUCA MIRUNA ALEXANDRA

CERCEL Justin

CGI NORTH AMERICA INC

COLIBRI & GANESHA

COLIN DIDIER LUC MARIE DOMINIQUE

COLIN DOMITILE MARIE

COLIN GUENAELLE YVONNE

COLIN MAYLIS ANNE ELISABETH

COMPAGNIE GENERALE DE LOCATION D’EQUIPEMENTS
CONCEPT CONSULTANTA ECONOMICA SI DE AFCERI SRL
COSMA Georgeta

CUZMAN EMIL DUMITRU

CUZMAN EMILIA MARIA

CUZMAN IOAN

CUZMAN PIERANGELA NICOLLE -MARIA

DIA BUSINESS MANAGEMENT SRL

DOCHIA AURELIAN

DOCHIA EMILIA

DOCHIA SILVIU

DORILA MADALINA

ESSOX SRO (Republica Ceha)

EURO BANK SA (Polonia)
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241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264
265
266
267
268
269
270
271
272
273
274
275
276
277
278
279
280
281
282
283
284
285
286
287
288
289
290
291
292
293
294
295
296
297
298
299
300

FORTIN STEPHANE BENOIT
FOUCRIER LHOTTE Hueguette
GAVRILESCU ALIN

GAVRILESCU GABRIELA STEFANIA
GAVRILESCU GRIGORE

GRASSET JEAN-LUC BERNARD RAYMOND
GRASSET Robert Jacques
HANSEATIC BANK (GERMANIA)
KOMITSKA ANNA ROUMENOVA
KOMITSKA YANNA LOKMADJIEVA
KOMITSKA YOANA MIHAILOVA
KOMITSKY MIHAIL ROUMENOV
KOMITSKY ROUMEN MIHAYLOV
KOMITSKY STEFKA NIKOLOVA MIHAYLOVA
KOTIK IVAN

KOTIK JACUB

KOTIK KRYSTOF

KOTIK JAN

KOTIK MARTIN

KOTIKOVA EVA

KOTIKOVA KATERINA

LHOTTE CLAUDE

LHOTTE PHILIPPE CHARLES

LIURCA Mariana

LLC RUSFINANCE BANK

MARIN VIOREL

MARIN ANA

MARIN DANA TEODORA

MARINEL Ana Maria

MARINEL Bogdan

MARINEL GHEORGHE

MIHAILESCU STEFANIA TEODORA
MIHAILESCU GABRIELA

MIHAILESCU VIRGILIU-LAURENTIU
NICULESCU ELENA

NICULESCU IOAN CONSTANTIN IOSIF
NIKOLAY SVETLOZAROV MITOV
NUFERILOR 22A IMO SRL

NUMBER WINE CONSULTING SRL
PAIUSAN IOAN

PAIUSAN LARENTIU VALENTIN
PAIUSAN LUMINI?A MARIA

PAIUSAN SERGIU

PARER JEAN-LUC ANDRE JOSEPH
PUJO NATHALIE

PURCAREA Diana

PURCAREA GEORGIANA

PURCAREA Irina

PURCAREA Mihaela

PURCAREA MIHAI

PURCAREA Mircea

PYUN COLIN CHRISTINA MEE CHUNG
RINAUDO GRASSET JOSETTE FRANCINE
Rucom SP LTD

SANCHEZ INCERA BERNARDO

SC AERON CONSTRUCT SRL

SC PEPI SRL

SG CONSUMER FINANCE

SOCIETE GENERALE EXPRESSBANK
SOGECAP France
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301
302
303
304
305
306
307
308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328
329
330
331
332
333
334

SOMA GIOVANNI LUCA
SPINDLER Yolande Lucie
VIGROUX Frederic Xavier
VIGROUX JEAN — PIERRE GEORGES
VODENICHAROV ALEXANDER SVILENOV
SAVU DORIN

SAVU IOANA CRISTINA

SAVU PAUL CRISTIAN

SAVU NECULAE

SAVU RADA

SAVU DRAGOS-GEORGIAN
PROFIX CARD SRL

DHOSTE ERIC

DHOSTE PATRICIA

DHOSTE ANNE -SOPHIE
DHOSTE ANNE -CHARLOTTE
MOISE Oana Monica

REY Marc Claude Christophe

Le PICARD MARIE SOPHIE, dupa casatorie DUPONT-JUBIEN
LISANDRU ADRIAN

LISANDRU ADINA GILDA
LISANDRU IOANA ARINA
LISANDRU ANA MARIA
LISANDRU NICULAE

LISANDRU ELENA

MAMULEA Ana-Maria Cristina
MAMULEA Dragos

MAMULEA Romeo

STOICA Cornelia Mihaela
STOICA Marius
DUMITRACHESCU Carmen Corina
FORTIN Stephane

VINATORU Corneliu Claudiu
VINATORU Lavinia Miana
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List of subsidiaries and of controlled entities of BRD - Groupe Societe Generale as of December 31, 2016 (*)

(*) according to art. 2, point 1.6 of Law no 297/2004 on the capital market

No Name Field of activity Type of entity
1 BRD Sogelease IFN SA Financial leasing Subsidiary
2 BRD Finance IFN SA Other credit activities Subsidiary
3 BRD Corporate Finance SRL Business and management consultancy  Subsidiary

Suspended activity starting October 1, 2014
4 BRD Asset Management SAI SA Funds management Subsidiary



I BRD

GROUPE SOCIETE GENERALE

TRANSLATION
DECLARATION

Acting as directors of BRD - Groupe Société Générale SA, in accordance with Article 30 of the
Accounting Law no. 82/1991 republished and with art 112" paragraph.1 ¢ of the CNVM
Regulation no. 1/2006 with subsequent amendments, we assume responsibility for preparing
the separate and consolidated financial statements for the year ended December 31, 2016 and
confirm, to the best of our knowledge, the following:

a)

b)

c)

d)

The accounting policies used in preparing the separate and consolidated financial
statements for the year ended December 31, 2016 are in accordance with accounting
regulations applicable to credit institutions, as per Order no. 27/2010 for approving the
Accounting Regulations in accordance with Intemational Financial Reporting
Standards, applicable to credit institutions, issued by the National Bank of Romania,
with subsequent amendments:

The financial statements present a true and fair view of the financial position, financial
performance and other information related to the activity of BRD and its subsidiaries
included in the financial statements consolidation process;

BRD - Groupe Société Générale SA operates on a going concern basis;

The Board of Director’'s Report on the financial statements mentioned above includes a
fair review of the development and performance of the Bank and Group, as well as a
description of the main specific risks and uncertainties.

Petre BUNESCU
Member of the Board of Directors
and Deputy Chief Executive Officer

£ lescty

BRD-Groupe Société Générale S.A.
CAPITAL SOCIAL IN RON: 696.901.518 lei;

Turn BRD R.C. J40/608/19.02.1991; RB - PJR - 40 - 007 /18.02.1999:
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011171 Bucuresti, Roméania Prelucrare inscrisa n registrul de eviden{a a prelucrarilor de
Tel:+4021.301.61.00 date cu caracter personal sub. nr, 1788.
Fax:+4021.301.66.36 Atestat CNVM nr. 255/06.08.2008, inregistrat in

http:/fwww.brd.ro Registrul Public al CNVM cu nr. PJRO1INCR/400008
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INDEPENDENT AUDITOR'S REPORT

To the shareholders of BRD - Groupe Societe Generale S.A.

Report on the Audit of the Financial Statements
Opinion

We have audited the consolidated and separate financial statements of BRD - Groupe Societe
Generale SA (“the Bank™), which comprise the statement of financial position as at December 31,
2016, the profit or loss account, the statement of comprehensive income, the statement of
changes in equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated and separate financial statements give a true and
fair view of the consolidated and separate financial position of the Bank as at December 31,
2016, and of its consolidated and separate financial performance and its consolidated and
separate cash flows for the year then ended in accordance with the National Bank of Romania
Order no. 27/2010, approving the accounting regulations compliant with the International
Financial Reporting Standards for credit institutions, with all subsequent modifications and
clarifications.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’'s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant
to the audit of the financial statements in Romania, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were

addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

The English version of the audit report represents a transiation of the original audit report issued in
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For each matter below, our description of how our audit addressed the matter is provided in that
context.

We have fulfilled the responsibilities described in the “Auditor’s responsibilities for the audit of
the financial statements” section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the financial statements. The results of our
audit procedures, including the procedures performed to address the matters below, provide the
basis for our audit opinion on the accompanying financial statements.

Impairment of loans and advances to customers

Management's identification of impairment indicators and determination of the impairment
allowance for loans and advances to customers is a complex process and involves judgement and
use of estimates. Such an assessment is inherently uncertain, involving various factors and use
of assumptions, including the financial condition of the counterparty, expected future cash flows
of the debtors and net cash inflows from the potential sale of collaterals.

Special considerations are given to aspects that are new or experienced notable developments in
2016, like Law no. 77/2016 regarding Payment in Kind.

The use of different modelling techniques and assumptions could produce significantly different
estimates of impairment allowance. Notes 2 e) and 9 to the financial statements present more
information on the estimation of impairment allowance for loans and advances to customers.

Due to the significance of loans and advances to customers (representing 53.7% of total
consolidated assets and 53.3% of total separate assets) and the related estimation uncertainty,
we consider this a key audit matter.

Our audit procedures included, among others, the assessment of the Bank's methodology
regarding the identification of impairment indicators, assessment of specific impairment
allowance respectively collective impairment allowance. We assessed the design and evaluated
the operating effectiveness of internal controls over the monitoring of loans and advances to
customers and over impairment calculations including the quality of underlying data and relevant
systems.

For impairment allowance for loans calculated on an individual basis, our analysis evaluation was
focused on the corporate exposures with the most significant potential impact on the financial
statements and considered the key assumptions underlying the impairment identification and
quantification such as estimated future cash flows of the debtors, realizable value of collaterals
and estimates of recoveries subsequent to the loss event.

Our internal valuation experts were involved, as appropriate, to assist us in performing our audit
procedures.

The English version of the audit report represents a translation of the original audit report issued in

) language
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For impairment allowance for loans calculated on a collective basis we analyzed the Bank's
methodology, inputs and assumptions used, as well as the model validation where the case.

We further assessed the adequacy of the Bank's disclosures in the financial statements regarding
exposure to credit risk.

Provisions for litigations and other risks

The process for recording provisions is an estimation process involving a high level of judgement,
therefore there is an inherent risk that the existing provisions at year-end may significantly differ
from the actual loss realized subsequent to the reporting date. The Bank sets up provisions for
litigations and other risks, notes 2 e), 16 and 21 to the financial statements presenting more
information on their estimation. The main aspects for which the management exercised judgment
are litigations for consumer protection issues and the tax authorities’ dispute following their
inspection.

Provisions for litigation and other risks are significant to our audit because the assessment
process is complex and judgmental.

The audit procedures performed included, among others, an assessment of the Bank's
governance, processes and internal controls with respect to recognition and measurement of
provisions as well as of the management’s assumptions considering the supporting explanations
and documentation provided by management and its internal legal advisors for the recording of
significant provisions.

We obtained written confirmations from the external legal counsels and compared their opinions
with the management’s assumptions and assessment regarding the impact and the disclosures in
the financial statements related to significant litigations.

Our evaluation was focused on the significant matters, especially the ones that were new or that
experienced notable developments in 2016, such as litigations related to consumer protection
issues and the tax authorities’ inspection and related dispute. Our tax experts were involved in
the analysis and corroboration of the assumptions used in determining the provisions and
contingent liabilities by considering the relevant legal requirements.

We also evaluated the adequacy of the Bank's disclosures in the financial statements regarding
provisions for risks and litigations.
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Information Technology (IT) systems relevant for financial reporting

A significant part of the Bank's operations and financial reporting process is reliant on IT systems
involving automated processes and controls over the capture, storage and processing of
information. An important component of this internal control system involves the existence of
and adherence to appropriate user access and change management processes and controls.
These controls are particularly important because they ensure that the access and changes to IT
systems and data are made by authorized persons in an appropriate manner.

The IT environment of the Bank is complex with a significant number of interconnected systems
and databases. Due to the high automation of the processes relevant for financial reporting and
to the complexity of the IT environment of the Bank, a high proportion of the overall audit
procedures was concentrated in this area. We therefore consider that this area represents a key
audit matter.

We focused our audit procedures on those IT systems and controls that are significant for the
financial reporting. As the audit procedures over the IT systems require specific expertise, we
involved our IT specialists in performing the audit procedures.

Our audit procedures included, among others, understanding and assessing the overall IT control
environment and the controls in place, including the ones over access to systems and data, as
well as IT system changes. We tailored our audit approach based on the financial significance of
the system and the existence of automated procedures supported by the respective system.

As part of the audit procedures we tested the operating effectiveness of controls over granting
access rights to determine if only appropriate users had the ability to create, modify or delete
user accounts for the relevant applications. We also tested the operating effectiveness of
controls around the development and changes of applications to determine whether these are
appropriately authorized, tested and implemented. Additionally, we assessed and tested the
design and operating effectiveness of the application and IT-dependent controls in the processes
relevant to our audit.

Other information
The other information comprises the Annual Board of Directors' Report, but does not include the
financial statements and our auditors’ report thereon. Management is responsible for the other

information.

Our audit opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other

information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be

he English version of the audit report represents a translation of the original audit report issued in
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materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the National Bank of Romania Order no. 27/2010, approving the accounting
regulations compliant with the International Financial Reporting Standards for credit institutions,
with all subsequent modifications and clarifications, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Bank or to cease operations, or has no realistic alternative but to do so.

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

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Bank's internal control.

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

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors' report. However, future
events or conditions may cause the Bank to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group (the Bank and its subsidiaries) to express an opinion on
the consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

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

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

The English v 510N Ol Ye QUAIT report represents a rransiacion ol > Origing Wwalt report issuead in
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Report on Other Legal and Regulatory Requirements

Reporting on Information Other than the Financial Statements and Our Auditors' Report
Thereon

In addition to our reporting responsibilities according to ISAs described in section “Other
information”, with respect to the Annual Board of Directors’ Report, we have read the Annual
Board of Directors’ Report and report that:

a) in the Annual Board of Directors’ Report we have not identified information which is not
consistent, in all material respects, with the information presented in the accompanying
financial statements as at 31 December 2016;

b) the Annual Board of Directors’ Report includes, in all material respects, the required
information according to the provisions of the National Bank of Romania Order no.
27/2010, approving the accounting regulations compliant with the International Financial
Reporting Standards for credit institutions, with all subsequent modifications and
clarifications, Annex 1 points 11 - 14 regarding administrators' report, respectively point
37 regarding the administrator’s consolidated report;

¢) based on our knowledge and understanding concerning the entity and its environment
gained during our audit of the financial statements as at 31 December 2016, we have not
identified information included in the Annual Board of Directors’ Report that contains a
material misstatement of fact.

On behalf of
Ernst & Young Assurance Services SRL

Registered with the Chamber of Financial Auditors of Romania

No. 77/15 August 2001
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Signed for iug i

Gelu Gherghescu

Registered with the Chamber of Financial Auditors of Romania Bucharest, Romania

No. 1449/ 9 September 2002 14 March 2017
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