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Independent Auditor’s Report 
 
To the Shareholders of Banca Transilvania S.A. 

 

Report on the audit of the financial statements 
Our opinion 
 

In our opinion, the consolidated and separate financial statements give a true and fair view of the 

consolidated and separate financial position of Banca Transilvania S.A. (the “Bank”) and its 

subsidiaries (together the “Group”) as at 31 December 2019, and its consolidated and separate 

financial performance and its consolidated and separate cash flows for the year then ended in 

accordance with International Financial Reporting Standards as adopted by the European Union 

and the National Bank of Romania (NBR) Order no. 27/2010 for approving accounting Regulations 

in accordance with International Financial Reporting Standards, applicable to credit institutions and 

subsequent amendments (the “NBR Order 27/2010”). 
 

Our opinion is consistent with our additional report to the Audit Committee dated 23 March 2020. 
 

What we have audited 
 

The Group’s and the Bank’s consolidated and separate financial statements, comprise: 

 

 the consolidated and separate statement of profit or loss at 31 December 2019; 

 the consolidated and separate statement of other comprehensive income for the year then 

ended; 

 the consolidated and separate statement of financial position as at 31 December 2019; 

 the consolidated and separate statements of changes in equity for the year then ended; 

 the consolidated and separate statement of cash flows for the year then ended; and 

 the notes to the consolidated and separate financial statements, which include significant 

accounting policies and other explanatory information. 
 

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

follows: 
 

Total consolidated equity: RON thousands 9,213,836; 

Consolidated net profit for the year: RON thousands 1,847,893. 

Total separate equity: RON thousands 8,496,443; 

Separate net profit for the year: RON thousands 1,620,512. 

 

The Bank’s registered office is in Cluj-Napoca, Cluj, 8 George Baritiu Street, Romania and the Bank’s 

unique fiscal registration code is RO5022670. 
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Basis for opinion 
 

We conducted our audit in accordance with International Standards on Auditing (ISAs), Regulation 

(EU) No. 537/2014 of the European Parliament and of the Council and subsequent amendments 

(the “Regulation”) and Law 162/2017 regarding statutory audit of annual financial statements and 

annual consolidated financial statements and regarding changes to other regulations and 

subsequent amendments (the “Law”). Our responsibilities under those standards are further 

described in the Auditor’s responsibilities for the audit of the consolidated and separate financial 

statements section of our report. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our opinion. 

 

Independence 

 

We are independent of the Group and the Bank in accordance with the International Ethics 

Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and 

the ethical requirements that are relevant to our audit of the consolidated and separate financial 

statements in Romania, including the Regulation and the Law. We have fulfilled the ethical 

responsibilities in accordance with the IESBA Code and the ethical requirements of the Regulation 

and the Law. 

 

To the best of our knowledge and belief, we declare that non-audit services that we have provided 

to the Group and the Bank are in accordance with the applicable law and regulations in Romania 

and that we have not provided non-audit services that are prohibited under Article 5(1) of the 

Regulation. 

 

The non-audit services that we have provided to the Group and the Bank in the period from 

1 January 2019 to 31 December 2019, are disclosed in Note 17 to the consolidated and separate 

financial statements. 
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Our audit approach 
 

Overview 

 

 

 

 Overall materiality for both consolidated and separate financial 

statements is RON thousands 94,400, which represents 5% of 

profit before tax of the Bank. 

 

 We planned and scoped our audit for 2019 reflecting the 

Group’s current structure whereby the Bank and its main 

subsidiary, B.C. Victoriabank SA, represent a very significant 

part of the Group’s assets, liabilities, revenue and profit before 

tax. Hence, we defined the Bank and B.C. Victoriabank SA as 

the most significant components within the Group and so these 

entities were subject to a full scope audit of their financial 

information. 

 

 Application of IFRS 9 “Financial Instruments” in the calculation 

of expected credit losses (“ECL”) allowances for loans and 

advances to customers. 

 

 

As part of designing our audit, we determined materiality and assessed the risks of material 

misstatement in the consolidated and separate financial statements. In particular, we considered 

where management made subjective judgements; for example, in respect of significant accounting 

estimates that involved making assumptions and considering future events that are inherently 

uncertain. As in all of our audits, we also addressed the risk of management override of internal 

controls, including among other matters, consideration of whether there was evidence of bias that 

represented a risk of material misstatement due to fraud. 

 

Materiality 

 

The scope of our audit was influenced by our application of materiality. An audit is designed to 

obtain reasonable assurance whether the consolidated and separate financial statements are free 

from material misstatement. Misstatements may arise due to fraud or error. They are considered 

material if individually or in aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of the consolidated and separate financial 

statements. 

 

Materiality 

Group scoping 

Key audit 
matters 
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Based on our professional judgement, we determined certain quantitative thresholds for materiality, 

including the overall Group and Bank materiality for the consolidated and separate financial 

statements as a whole as set out in the table below. These, together with qualitative 

considerations, helped us to determine the scope of our audit and the nature, timing and extent of 

our audit procedures and to evaluate the effect of misstatements, both individually and in 

aggregate on the consolidated and separate financial statements as a whole. 

 

Overall Group and Bank 

materiality 

RON thousands 94,400 for both consolidated and separate financial 

statements. 

How we determined it 5% of profit before tax of the Bank as per the consolidated and 

separate statement of profit or loss for the year ended 31 December 

2019 being the lower of the Group’s and the Bank’s profits before tax 

for the year. 

Rationale for the 

materiality benchmark 

applied 

We chose profit before tax as the benchmark because, in our view, it is 

the benchmark against which the performance of the Group and the 

Bank is most commonly measured by its stakeholders, and it is a 

generally accepted benchmark. We chose 5%, which in our experience 

is an acceptable quantitative materiality threshold for this benchmark. 

 

We agreed with the Audit Committee that we would report to them misstatements identified during 

our audit above RON 5 million as well as misstatements below that amount that, in our view, 

warranted reporting for qualitative reasons. 

 

Key audit matter 

 

Key audit matters are those matters that, in our professional judgment, were of most significance in 

our audit of the consolidated and separate financial statements of the current period. These 

matters were addressed in the context of our audit of the consolidated and separate financial 

statements as a whole, and in forming our opinion thereon, and we do not provide a separate 

opinion on these matters. 

 

Key audit matter How our audit addressed the key audit matter 

Application of IFRS 9 “Financial 

Instruments” in the calculation of expected 

credit losses (“ECL”) allowances for loans 

and advances to customers 

 

We focused on this area because this is a 

complex accounting standard requiring the 

management to make complex and subjective 

Given that the Bank represents around 99% of the 

total balance of loans and advances to customers, 

we have set out below the specifics of how we 

responded to this key audit matter in the Bank. 

 

In relation to the ECL models for measuring credit 

loss allowance as at 31 December 2019, we 

assessed the appropriateness of the key 


