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1. Analysis of the Bank’s Activity

a) Description of the Bank’s main activity

Banca Transilvania S.A. (,the Bank” or ,BT”) is a joint-stock company headquartered in Cluj-
Napoca, 8 G. Baritiu Street, Cluj county, Romania.

The Bank operates pursuant to Company Law no. 31/1990 and Government Emergency Ordinance
no. 99/2006 on credit institutions and capital adequacy (as subsequently amended). According to
Article 6 in the Bank’s Articles of Association, its main field of activity is represented by “other
monetary intermediation activities”.

b) The Bank’s establishment date

Banca Transilvania S.A. was incorporated in December 1993 and became effectively operational
on February 16, 1994. The Bank was recorded with the Trade Register under no. J12/4155/1993 on
16.12.1993; the Bank’s tax identification number is RO5022670. The Bank was recorded with the
Bank Register under no. RB-PJR-12-019 on 18.02.1999.
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c¢) Significant mergers and reorganizations of the Bank, its subsidiaries or
controlled companies during the financial year

BT is a joint-stock banking institution (with foreign and domestic shareholders).

Banca Transilvania is part of Transilvania Bank Group (,the Group”). The Group subsidiaries
where BT has direct and indirect shareholding at the 31st of December 2020 are: Victoriabank S.A.,
BT Capital Partners S.A., BT Leasing Transilvania IFN S.A., BT Investments S.R.L., BT Direct IFN
S.A., BT Building S.R.L., BT Asset Management SAI S.A., BT Solution Agent de Asigurare S.R.L.,
BT Asiom Agent de Asigurare S.R.L., BT Safe Agent de Asigurare S.R.L., BT Intermedieri Agent de
Asigurare S.R.L., BT Leasing Moldova(MD) S.R.L., BT Microfinantare IFN S.A., Improvement
Credit Collection S.R.L., Timesafe S.R.L, Sinteza S.A. and BT Pensii S.A..

The Main Group’s fields of activity are: banking through Banca Transilvania S.A. (the “Bank”) and
by Victoriabank S.A., investment and brokerage through BT Capital Partners S.A., leasing and
consumer finance mainly through BT Leasing Transilvania IFN S.A., BT Direct IFN S.A., BT
Microfinantare IFN S.A. and BT Leasing MD S.R.L., asset management through BT Asset
Management S.A.I S.A. and administration of pension funds (except for those in the public system)
through BT Pensii S.A.. Moreover, the Bank controls five investment funds that are also included
in the consolidation.

In 2019 a firm commitment was signed for the acquisition of Certinvest Pensii, the only local player
among pension fund managers in Romania, and, in the first half of 2020, following the approval
of transferring 95.1% of the company's share capital to BT Asset Management SAI SA and 4.9% to
BT Investment S.R.L., falls within the consolidation perimeter of the BT Group. Also, the name of
the company was changed from “Certinvest Pensii Societate de Administrare a Fondurilor de
Pensii Facultative S.A.” in “BT Pensii - Societate de Administrare a Fondurilor de Pensii Facultative
S.A”.

The activity of the subsidiaries and the Bank’s shareholding in the subsidiaries are presented in
ANNEX 1 of the present report.

d) Description of the acquisitions and/or sales of assets

As at the end of 2020, the gross value of Banca Transilvania’s investments in the group, in
accordance with the International Financial Reporting Standards endorsed by the European
Union, increased by approximately 3% versus 2019, respectively from RON 486.36 million to
499.69 million.

Banca Transilvania is engaged in ensuring that its subsidiaries have an adequate CAR level,
contributing to the improvement of risk management, by involving the audit and compliance
functions from within the Bank.

e) The main results of the assessment of the Bank’s activity
External Audit

The external auditor of the Bank - KPMG Audit S.R.L. - has audited the financial statements of the
Bank as at December 31, 2020.
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According to the audit opinion, the separate and consolidated financial statements reflect in all
significant aspects the Bank’s separate financial position, the separate results and cash flows
according to the International Financial Reporting Standards, endorsed by the European Union.

Internal Audit

The Audit Committee carries out its activity according to the applicable legal framework, notably:
International Audit Standards ISA 260-18, 2005—-CAFR; the Company law - Law 31/1990; Banca
Transilvania’s Rules of organization and administration.

The number of committee members and their competence are approved by the Board of Directors;
the committee has 3 non-executive Board members.

The Audit Committee supervises the performance of the external auditors, makes
recommendations on their appointment and remuneration, and reviews the internal audit system
developed by the Head of the Internal Audit Department, who reports to the Board of Directors for
this system. The Committee has the right to make recommendations to the Board of Directors on
the effectiveness of the Internal Audit Department’s performance and on the remuneration of the
head and staff of that department.

The members of the Audit Committee meet regularly with the external auditor of the Bank to
discuss any issues related to the auditing activities, as well as the Bank’s executive management
answers, on these meetings being also assessed the degree of objectivity and independence of the
opinions expressed by the external auditors. The Committee monitors the compliance with the
legal provisions in Romania regarding the financial statements and accounting principles,
compliance with the provisions of the National Bank of Romania, assesses the external auditor’s
report on the financial consolidate statements (IFRS), reviews and pre-approves the financial
consolidated statements (IFRS) of the Bank. The full list of responsibilities delegated to the Audit
Committee is mentioned in the Regulation of the Audit Committee, a regulation published on the
Bank’s website.

The internal audit function (Internal Audit Department) is subordinated to the supervisory
function (Board of Directors). The Internal Audit Department is operationally subordinated to the
CEO.

The direct management (coordination) of the internal audit function (Internal Audit Department)
is ensured by the Internal Audit Manager appointed by the supervisory function to the Board of
Directors.

The Audit Committee held 10 meetings during 2020 (including the ones related to the external
auditor selection process), as well as several conference calls and meetings in absentia, in order to
review, discuss and approve a number of topics ad-hoc.

The members of the Board of Directors in 2020 were the following:

- Ivo Gueorguiev — Audit Committee chairman; independent non-executive director with
audit experience, attending 10 out of 10 meetings;
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- Thomas Grasse — Audit Committee member; independent non-executive member with
audit experience, attending 10 out of 10 meetings;

- Costel Liondchescu — Audit Committee member; independent non-executive member with
audit experience, attending 10 out of 10 meetings.

During the meetings held in 2020, the Audit Committee carried out the following actions:

- Analysis of the financial statements and audit report prepared by the external auditor for
the year 2019, analyzing the significant accounting and reporting aspects and their impact
on the financial statements;

- Monitoring of the internal control efficiency, internal audit and risk management by
analyzing the specific reports provided by the Bank’s control functions and other relevant
reports;

- Analyzing the NBR reports and implementing the communicated recommendations;

- Implementing the recommendations of the external auditor’s letter addressed to
management;

- Updating the selection procedure of the external auditor;

- Conducting a procedure for selecting the external auditor, within the limits of the
Committee's responsibilities.

In 2020, the Audit Committee completed the selection procedure of the Bank’s new external
auditor, being chosen KPMG Audit SRL. KPMG has been appointed as the bank's financial auditor
for the audit of the bank's financial statements for the financial years 2020-2023, prepared in
accordance with International Financial Reporting Standards, in accordance with Order B.N.R.
no. 27/2010, by means of the decision of the General Meeting of Shareholders dated 29.04.2020.

The Audit Committee met the Bank’s external auditor, and worked, together with the Deputy Chief
Executive Officer- CFO on the Bank’s financial results, audited and reviewed by the external
financial auditor, making recommendations to the Board of Directors regarding their approval.

Audit planning and reporting meetings were held with the external auditor including sessions
without management presence. The Committee also discussed the updated information received
from the external auditor and Bank’s Management on the changes to the Romanian law with
impact on banks, in particular the current and forthcoming amendments to the IFRS accounting
standards and the adoption of IFRS9.

The Audit Committee also examined the robustness of the Bank’s internal controls, working both
with the external auditor and with the internal auditor to closely monitor any deficiencies
identified in the internal control and to observe the follow-up of such deficiencies by careful
analysis of their remediation. Moreover, the Audit Committee has obtained information
regarding the external regulatory controls (of the authorized institutions).

The Audit Committee is responsible for assessing the performance, objectivity and independence
of the external auditor and for the delivery of quality audit reports. For 2020, the Audit Committee
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considered that both the main partner, the extended teams, as well as the terms of remuneration
and engagement of the appointed auditor, are appropriate for approval.

Based on the auditor’s declaration of independence obtained by the Audit Committee and its own
assessment the Committee remains satisfied that the Bank’s external auditor is independent in
providing their audit services to Banca Transilvania and will continue to deal with requests for the
auditors to perform non-audit services.

1.1.1. General items of the assessment for the financial year ended December
31, 2020

Banca Transilvania recorded good results in 2020 despite the difficult business environment
caused by the COVID-19 pandemic. The separate and consolidated financial statements prepared
in accordance with the International Financial Reporting Standards adopted by the European
Union (NBR Order no. 27/2010, as subsequently amended and supplemented) are presented
below:

=  Gross profit RON 1,371.04 million
= Net profit RON 1,197.31 million
= Total assets RON 103,355 million
= Capital adequacy ration (CAR) 22.24 %
(19.94% without profit)
= Return on equity (ROE) 13.67%
= Market share in terms of assets 18.4%
» Liquidity ratio according to the NBR regulations between 1.89-29.40

on the 5 maturity bands

1.1.2. Assessment of the Bank’s at operational level

The unit network of Banca Transilvania as at 31 December 2020: 506 functional units
(excluding the Headquarters and the Regional Office in Bucharest) at the end of the year, compared
to 508 functional units at 31 December 2019. At the present, the Bank has also one branch in Italy.

At the end of 2020, the Bank had a number of 1,738 terminals and 72,000 POSs installed. The total
number of cards issued by BT as at 31 December 2020 was 4,397,966, with 7% more than 4,107,734
cards issued at the 31st of December 2019.

Description of the main products supplied and/or services rendered:
The offer of Banca Transilvania has expanded during 2020 with products, services and campaigns

aimed at individuals and companies, in order to effectively and continuously support its client’s
activities.
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RON operations

- cash operations;

- settlement operations;

- current accounts;

- deposits;

- loans to companies and individuals;

- online credit for individuals

- letters of guarantee;

- payments through the Direct Debit and Standing Order systems;

- the BT Ultra-Multicash electronic service;

- the BT24 Internet Banking service;

- the electronic confirmation service for customs payments (Vama On-Line);

- the Trezo Direct service;

- the Voice Teller and Fax Teller automatic services for banking information;

- depositing and keeping in the vault of items and other valuables that require vault storage;

-economic and financial consultancy, technical support, services at the Payment Incidents

Register;

- services at the Central Credit Register;

- information on exchange rates applied for the previous period;

- operations with government securities;

- card operations in RON;

- factoring;

- project co-financing with EU Funds;

- new payment facilities via Mobile Banking;

- Phone Banking,

- BT Pay-wallet

- payments with the BT watch or the BT contactless sticker, which replace traditional cards when
shopping in Romania or abroad, etc.

FCY operations

- deposits;

- loans to companies and individuals;

- cheque operations;

- payment order operations;

- operations with documentary letters of credit (export and import);
- incasso operations;

- guarantee based operations;

- transmission of letters of credit, letters of guarantee, amendments, investigations (SWIFT fees);
- transfer of FCY amounts (Western Union);

- travel visa fee payment;

- BT Money Connect;

- FCY card operations, etc.

New products launched in 2020:
- Google Pay;

- Imo-Ipo green loan;
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- Raul de la BT — the chatbot can be reached by legal entities aditionaly on whatsapp;

In addition to the above data related to the description of the products, we would like to point out
the following:

a) the main markets for each product and service, as well as the methods of distribution are
the domestic and international banking markets. The entire range of financial products,
provided by both BT and the Group's subsidiaries, are offered to customers through a
unique distribution network embedded under the recognized logo of BT;

b) the weight of each product or service type in the Bank’s revenues and total turnover are
presented in the Consolidated and Separate Financial Statements prepared in accordance
with the International Financial Reporting Standards as adopted by the European Union,
attached hereto;

¢) the new products and services considered, for which a substantial volume of assets will be
allocated in the next financial year, are those related to:

- New BT Pay features: alias pay (transfer on phone number regardless of the bank),
payment of invoices from BT Pay;

- Unlimited 100% online packages;

- Legal entities green loan.

1.1.3. Assessment of the technical and material supply activities (domestic
and foreign sources)

This item is not significant for the Bank.

1.1.4. Assessment of the sales activity

In 2020, solidarity became the main objective in BT, which proactively intervened in supporting
individual clients and Romanian entrepreneurship during this special period.

The Bank’s operational efficiency continued its positive trend, considering the increasing volume
of transactions and the reduction of customer charges.

The number of active clients increased by 4.2% in 2020, as compared with 2019, from 3.26 million
to 3.40 million.

The number of active clients structured per business lines is the following:

Active BT clients* | ___31.12.2020 | 31.12.2019 _ | ___2020/2019 ___|

Large Corporate clients 1,456 1,483 -1.8%
Mid Corporate clients 9,074 8,985 1.0%
SME clients 18,538 18,593 -0.3%
Micro Business clients 329,740 208,152 10.6%
Retail 3,038,548 2,031,894 3.6%

TOTAL 3,397,356 3,259,107

* The classification of legal persons in the category of large companies or SME’s is regulated by internal rules which set
the conditions for the classification of clients per business segments.
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Business Lines Performance

Large Corporate Customers

Within this structure, over 1,450 customers with large and sophisticated businesses are assisted by
a centralized team of relationship managers and experts for structured financing. This type of setup
ensures both a dedicated and careful approach to the strategic sectors and a professional individual
approach.

In 2020, the revenue generated by Large Corporate at a consolidated level grew with 11% compared
to the previous year. At the Bank’s level, new loans for large corporate clients were in amount of
RON 3.3 billion and the balance of the gross loans reached RON 7.0 billion at the end of 2020.

Mid Corporate Clients

Over 9,000 Mid Corporate companies are serviced in the Bank’s network of 50 branches. Each
customer benefits from the support of a dedicated relationship manager.

The loans balance increased at a consolidated level by 7% reaching RON 6.7 billion. The customer
deposits increased by 21%, reaching at the end of the year the value of RON 7.0 billion.

Small and Medium Enterprises (SMEs)

This business segment has a base of over 18,500 active customers. The focus of the business line
has materialized in granting over 1,700 new loans, amounting to RON 1.3 billion. Total loans
balance at a Group level exceeded RON 2.6 billion, representing an increase of 12% as compared
to the previous year.

As an important performance in 2020, we mention the significant increase in the deposits balance,
which exceeded RON 4.9 billion at the consolidated level, 23% higher compared to the previous
year.

The Bank has the most diversified ecosystem of supporting SMEs in Romania, through its
approach, teams, products and services, and the main priority in 2020 was to ensure the continuity
of banking services and products in the context of the pandemic. In addition, important steps were
taken to help BT customers, in order to support this business segment through public and private
moratoriums.

Micro Business Clients

Micro Business line is approaching near the benchmark of 330,000 active customers, with 11%
higher than in 2019.

The rapid lending platform materialized in more than 7,700 loans granted with a worth of over
RON 1.6 billion. To support access to finance, the microfinance subsidiary, BT Mic, played an
important role.

In the pandemic context, Micro business clients also benefited from government programs to
support Romanian entrepreneurship.
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The balance of gross loans increased with 9% while the deposits increased with 31% as compared
to last year.

Retail Customers

Banca Transilvania, the leader in the card market, has as at December 31, 2020, a portfolio of 4.4
million cards, generating transactions with 22% higher than in 2019. BT currently has the most
complete range of payment alternatives, from physical card to digital card, BT Pay, ApplePay, Fitbit
Pay, Garmin Pay, wearables, etc., allowing customers to use, in addition, what is more convenient
for them at various times. The Financial Group Banca Transilvania counts 530,000 credit cards
enrolled in its portfolio at the end of 2020.

The bank has a network of 1,738 ATMs, of which over 540 are multifunctional, through which self-
banking can be done - from cash deposits in lei and foreign currency, to foreign exchange and
contactless or code-based cash withdrawals. The Bank also has approximately 500 BT Express
terminals, 72,000 POS installed (compared to 59,000 on 31.12.2019) and works with over 2,300
e-commerce merchants.

The number of digitized customers exceeded 1.7 million, of which 1.1 million use BT Pay, meaning
a doubling of the number of BT Pay users compared to 2019. At the end of 2020 there were
approximately 1,400,000 BT24 Internet Banking customers, about 8% more than in 2019. At the
same time, the number of BT24 Mobile Banking customers is almost 940,000, 20% more than the
previous year.

Treasury
The Treasury activities in Banca Transilvania are complementary to other products and services
offered to the customers of the Bank’s five business lines.

The principles and the strategic objectives linked to the treasury activities are:

- The principle of precaution - with respect to the management of the Bank’s liquidity
surplus, the maturity date of assets and debts, the interest rate structure and the market
risks to which the bank is exposed, in accordance with the risk limits established in the
bank’s Risk Strategy and/or the regulations governing the Romanian banking sector;

- The principle of dispersion- concerning the counterparty exposures resulting from all
specific treasury operations;

- Income maximization - under prudent conditions and taking into account the estimated
multiannual evolution of the cyclical macroeconomic indicators.

Following the general trend of the increasing the number of operations at the entire bank’s level,
the foreign currency exchange was also stimulated, showing an increase of the net income, which
grew with approximately 10% on a consolidated level compared to the previous year, reaching a
level of RON 365 million in 2020.
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2020 Statement of Financial Position

The situation of the financial position in 2020 in accordance with the International Financial
Reporting Standards adopted by the European Union (NBR’s Order No. 27/2010 as subsequently
amended and supplemented) is presented below:

BT ended the year 2020 with total assets amounting to RON 103,355 million, notably 18.2% higher
compared to 2019. At consolidated level, the total assets amounted to RON 107,492 million.

Loans portfolio: At the end of 2020, Banca Transilvania’s gross loan portfolio balance was 6%
higher than at the end of 2019, in spite of the fact that in 2020 write-offs were performed
amounting to RON 398 million. New exposures were created for diverse activity domains and also
for diverse groups of debtors.

Non-performing loans overdue for more than 9o days represented 2.00% of Banca Transilvania’s
total loan portfolio, decreasing as compared to 2019, when the ratio was 2.79%. Non-performing
exposures according to EBA requirements was 3.46% as at December 2020.

Provision balance: In 2020 Banca Transilvania recorded a net impairment allowance on
financial assets on other risks and loan commitments in amount of RON 783.9 million (including
recoveries from previously written off loans).

The high level of provisioning reflects the Bank's prudent and preventive approach as well as the
change in methodology in calculating provisions taking into account the recommendations of the
NBR and EBA.

The coverage of non-performing loans with mortgage collateral and specific provisions continues
to stay at a comfortable level of 128%, in accordance with the Bank’s risk appetite. The total balance
of adjustments (impairment allowances) was RON 3,190 million as at December 31, 2020,
increasing with 26% vs. the previous year. The provisions for other risks and charges include
mainly provisions for litigations and for other risks taken over after the merger with Volksbank
Romania and Bancpost and amount to RON 201 million.

Cash and cash equivalents: at the end of 2020, the liquidity ratio is 65.47%. Cash and cash
equivalents in amount of RON 27,615 million are 35% higher compared to the previous year and
above the minimum acceptable level required to cover liquidity risk. Cash and cash equivalents
consist of mainly cash on hand, placements with central banks and other financial institutions,
approximatively 67% of the total balance (RON 18,559 million) being represented by the minimum
required reserve held with the NBR.

Securities: Securities and derivative financial instruments increased by more than 25% vs. last
year, reaching RON 32,401 million, at the Bank’s level. The securities issued by the Central
Administrations have the largest weight in this category, amounting to RON 29,209 million.

Fixed assets: Fixed assets increased with 29% vs. 2019 to RON 2,096 million, with an important
weight of assets related to the right of use which on December 31, 2020 amount RON 709 million,
respectively RON 449 million at Group level. Also, the IT investments for the purpose of
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digitalization and enhancement of banking processes are reflected in the fixed assets category at
the end of 2020. Tangible fixed assets represent RON 619 million (land and buildings: RON 278
million), intangible assets are in amount of RON 269 million while the financial assets are in
amount of RON 500 million.

Customer deposits: Deposits increased significantly by 19% vs. the previous year, being above
the 14% general growth rate recorded at the banking system level. As at December 31, 2020, 68%
of customer deposits are retail deposits, while 32% represent company deposits.

Loan/deposit ratio was 49.3% at the end of 2020, gross loans amounting to RON 43,554
million, whereas customer deposits amounting to RON 88,297 million.

This ratio dropped vs. 2019 (when it was 55.3%), this trend being observed also across the entire
banking system but being still below the value recorded for the banking system (65.89%). The new
minimum historical values confirm the excess of liquidity in the domestic economy and the
structural changes in the banking sector.

The prudential ratios ensure a favorable position of BT in the banking system. BT has a consistent
deposit base, which allowed for an optimum liquidity ratio. Thus, the liquidity ratio as at
31.12.2020 ranged between 1.89-29.40 (1.90-22.35 as at 31.12.2019) on the 5 maturity bands,
much above the minimum level required by the NBR regulations.

The capital adequacy ratio of Banca Transilvania in 2020 stood at a comfortable level of
22.24%, with the annual profit included. The Bank preserved an adequate level of capital and of
general financial ratios, in accordance with the prudent banking practices.

The equity of Banca Transilvania as of 31.12.2020 amounted to RON 9,522,867,682, of which:

- The share capital registered with the Trade Register is represented by 5,737,699,649 shares with
a par value of 1 RON/share plus RON 86,501,040 as capital adjustment to inflation and surplus
from the revaluation of fixed assets, used for the share capital increase but not realized until the
date of the transition to the International Financial Reporting Standards adopted by the
European Union;

- Premiums for conversion of bonds into shares: RON 28,613,899;
- Statutory reserves: RON 658,553,070;
- Banking risks reserves: RON 77,892,714;

- Reserves from change in fair value of financial assets measured at fair value through other
comprehensive income, net of tax: RON 518,557,717;

- Reserves from the revaluation of tangible and intangible assets, net of tax: RON 48,516,842;

- Retained earnings (excluding the profit for the year and profit distribution): RON 1,367,008,503;
- Own shares: RON o;

- Profit for year: RON 1,197,304,582;

- Profit distribution: RON (197,780,334).
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Cost/Income ratio recorded a comfortable level of 45.3% in 2020, decreasing from 47.01% at
the end of the previous year. This ratio is under strict supervision, one of the Bank’s objective for
2021 being to achieve enhanced operating efficiency, reflected also in the evolution of this ratio as
compared to the previous year.

Operating income was RON 3,937 million in 2020 with 2.14% less than the previous year as a
result of the business environment affected by the COVID-19 pandemic. As compared to the
budgeted level, the Bank recorded an operating income with 16% higher.

The most important income categories are the following:

- Net interest income: RON 2,580 million in 2020, 4% less compared to the previous year. Out
of this amount, the income related to securities had a significant weight of 277%, representing
RON 687 million. At the Group level the net interest income decreased by 3%. The decrease in
net interest income was impacted by a low number of loans granted, but also by lower interest
rates (influenced by the decrease in ROBOR) imposed as a result of the COVID-19 pandemic.

- Net commission income: Net commission income decreased by 8% in 2019 recording RON 656
million, exceeding the budgeted level by 2%. The alignment of costs for payments in EUR with
domestic ones under SEPA regulations, as well as higher costs for treasury and interbank
operations, have largely led to the unfavorable evolution of this category of income. The
number of operations carried out through BT accounts grew by 16% considering the fact that
the Bank offered solutions for remote banking and more efficient solutions for online banking
to respond to a business environment with reduced mobility.

- Net trading income: The decrease in the net trading income was of 3% for the Bank while the
Group recorded a 16% decrease. Although FX net trading income increased by 6% at Bank level
and by 10% at Group level, mainly derivatives and financial assets held for trading generated a
negative result.

- Net gains/(losses) on financial assets designated at fair value through other comprehensive
income was RON 300.6 million at the Bank level.

- Net gains/(losses) on financial assets designated mandatorily at fair value through profit or
loss was RON 42.5 million at the Bank level.

Operating expenses before the net impairment allowance and provisions for other risks and
charges and loan commitments amounted to RON 1,782 million as at the end of the year, versus
RON 1,891 million as at the end of 2019. The decrease in operating expenses was mainly related to
recognition in expenses of the tax on assets in 2019, but also by the increase in operational
efficiency in 2020. At the Group level, the operating expenses were mainly influenced by the Bank’s
operating expenses.

Personnel expenses: Both for Group and the Bank, the personnel expenses increased with 6%
and 7% respectively vs. the previous year, as a result of increasing the employee base and
expanding benefits for them.

The Bank continued the program for performance rewarding, the Stock Options Plan, based on
which the employees with good performances may exercise their right and option to purchase a
number of shares issued by the Bank. The granting terms and conditions are related to the
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achievement of performance/prudential ratios in 2020, to the accomplishment of certain
individual eligibility and/or performance criteria as well to the criteria of being an employee at the
execution date (starting with 02.09.2021), in accordance with the applicable remuneration policy
related to the year for which shares are granted. The program generated both for the Group and
for the Bank expenses worth of RON 60.6 million, equivalent of 35,068,919 shares.

Operational result is with 1% above the previous year, reaching RON 2,155 million at the Bank
level.

Net provision expenses: amounted to RON 784 million, more than three times higher than in
2019, considering the potential future effects of the health and economic crisis, which led to
changes in the methodology of provisioning, starting from a prudent and preventive approach but
also taking into account the recommendations of the NBR and EBA .

Gross profit for 2020 was of RON 1,371 million versus RON 1,887 million in the previous year at
the Bank level. At Group level, the gross profit was RON 1,622 million, as compared to RON 2,132
million in the previous year.

The net profit of Banca Transilvania amounted to RON 1,197 million, compared to RON 1,621
million in 2019, whereas that of Banca Transilvania Financial Group amounted to RON 1,424
million compared to RON 1,848 million recorded in 2019.

1.1.5. Assessment of the aspects related to the Bank’s and the Group’s
employees/staff

The total number of staff in Banca Transilvania as at 31 December 2020 was 9,098 employees (31
December 2019: 8,731 employees).

The average number of employees during 2020 was 8,029 in Banca Transilvania (in 2019: 7,772
employees).

The Bank’s number of active employees as at December 31, 2020 was 8,359 (2019: 7,997
employees).

The Group’s number of active employees as at December 31, 2020 was 10,009, (2019: 9,690
employees).

The average age of employees in 2020 was 37.08 years (2019: 36.65 years). Breakdown per genders
2020: 72.60% women and 27.40% men (2019: 75.30% women and 24.70% men).

The manager-employee work relationship and any other conflict-related aspects were regulated in
2020 by the Collective Labor Agreement no. 277/25.07.2016 and by the new Collective Labor
Agreement no. 319/09.12.2019.

In 2020, the priorities of the human resources department, in all this context generated by the
pandemic, continued to be: the health, protection and safety of Bank’s employees and their
families; quality and timely selection and recruitment; the continuous professional and personal
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development of all colleagues (where the number of training hours in the online environment has
increased exponentially); career management for potential colleagues; developing management
and leadership skills for all levels of management. All these aspects had an important impact on
the performance of the organization and on increasing the retention and commitment of our
colleagues towards the bank.

1.1.6. Assessment of the aspects related to the environmental impact of the
issuer’s main activity

It is said that if you want to change the world, you have to start with yourself and that is precisely
what we have tried to do, through the social involvement projects. We started with small things
and gradually we got involved in big and very big projects.

Banca Transilvania, as part of the community, was involved in 2020 in financial & entrepreneurial
education programs, as well as sport, cultural and social events, with a total contribution of RON
24 million.

Education

BT continued in 2020 the financial & entrepreneurial education programs started in previous years
(ClujHub, iXperiment, Spark Week, the @Transylvania College Scholarship Program), but also
joined other initiatives;

- The Money Fest project, previously organized under the name of Global Money Fest, was
organized in partnership with Transylvania College, the only international school in
Romania that offers a complete educational route. Through this action, the Bank wanted to
introduce financial education in the school curriculum to support the personal
development of young people, starting with those from kindergarten to high school. The
project took place in early February and included activities for: kindergarten, primary and
secondary school, high school in the form of workshops, presentations and interactive
discussions such as Ted Talks);

- Through 4HC (4 Hours Challenge), a project developed in partnership with EA- The
Entrepreneurship Academy, BT aims to encourage high school students in Romania to
experience the concept of entrepreneurship, so as to consider it a viable option for
professional and personal development. 4 Hour Challange was addressed to all 12th grade
high school students from all over the country, interested in entrepreneurship, creativity
and teamwork. There were about 150 participants excited to learn more about this concept
and develop their skills for a more sustainable future;

- The Bank continued the program “Bucurestiul Intreprinzitor” with mentoring sessions and
the presentation of famous people who were willing to share insights from their celebrity
to less known entrepreneurs from Bucharest; 82 entrepreneurs in 2020 benefited from the
Bank's support for promoting their own products and services, through the Entrepreneurial
Bucharest platform;

Sport
- BT continued to get involved in sports, investing in sports programs, competitions, clubs.
BT was the biggest basketball fan, by supporting the Romanian Basketball Federation, the
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national team, U-Banca Transilvania Cluj-Napoca club, including the basketball academy,
which offers support to over 600 children who play basketball. BT offers support also to
baby and mini basket competitions gathering over 1,000 children annually.

Art and Culture

BT supported projects and continued the traditional partnerships of previous years, but
also responded positively to the invitation to join new ideas;

The Boovie project is a book-trailer festival and at the same time is the largest
extracurricular event in Romania. It offers participants a form of training based on personal
development and non-formal means: conscious reading, trailer, acting, film editing and
creative writing. It took place online and also benefited from a specific application that
participants can download in case they want to know more information and be up to date
with the news.

Social causes

The year 2020 was an atypical one from all points of view, during which, more than ever,
BT came to the aid of those in difficult situations;

~ »

Donation campaign “Echipeaza-ti copilul de scoala. Chiar dacid nu e al tau”, held in
September with Salvati Copiii. Through this campaign, BT has joined efforts to help
children from needy families continue to go to school ready, no matter how it starts. The
beneficiaries of the initiative were 1,250 children who received a backpack full of what they
needed to start school;

Along with ,,SOS Satele Copiilor”, the Bank contributed to the campaigns ,Niciunui copil
nu ar trebui sa ii fie frig iarna asta”, coming to the aid of children most affected by the
pandemic. BT donated a sum of money and at the same time doubled the donations coming
through the campaign. The money was used to buy food, hygiene products, but also
medium-term support: emergency repairs to the house, children's clothing and wood for
the cold winter days;

~Peditel”, an international pediatric telephone care program for parents, aims to support
those who need professional medical advice for conditions that do not pose a vital risk to
health. The project garnered 225,000 calls in 2019 and continued successfully in 2020,
recording over 279,900 calls;

The #Jursafiuom campaign, launched by BT in March, which supported the voices of
Romanians in a message of thanks for doctors, for all their effort and dedication. Also,
doctors who need information from BT, as clients, and call the Call Center team have
priority in taking the call from April 2020;

BT has donated either directly or through its partners, over 2,000,000 euros, supporting
over 38 hospitals in over 30 localities. He also sponsored initiatives of organizations such
as Daruieste Viata Association, SMURD Cluj-Napoca, Untold Association, Emag
Foundation, Beard Brothers Association, Cluj Medical Students Organization, CERT
Transilvania and many others, with which he organized to cover the urgent needs of the
Romanian health system and of those affected by the state of crisis we are in.

BT, a friend to the environment
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- Since 2014 Bank has invested over EUR 300,000 in volunteer programs dedicated to
afforestation in several areas: Cluj, (Tritenii de Jos), Bistrita-Nasaud (Budesti, Budesti-
Fanate, Sanmihaiu de Campie), Calarasi (Jegalia), Buzau (Sapoca) and Bucharest (Videle);

- In 2020, following the onset of the coronavirus pandemic, the Bank was forced to halt a
series of frequently carried out projects and actions, and joined the efforts of civil society
and the economic environment, jumping to the aid of the sectors most affected by the crisis.

- BT also pays attention to complying with environmental and social legislation in force,
using appropriate environmental and social practices as relevant factors in demonstrating
effective business management. The Bank benefits from an international “green building”
certificate as, for certain spaces where it carries-out its activities, it chose state-of-the-art
equipment, endowments, and technologies with increased energy efficiency to minimize
environmental impact.

1.1.7. Assessment of the research and development activities

The research and development activity consists of investments in technology, digitization,
innovation, and process improvement/simplification.

1.1.8. Assessment of the Bank’s activity regarding risk management

The objective of Banca Transilvania Financial Group in terms of risk management is to integrate
the assumed medium- low risk appetite in the Bank’s decision-making process, by promoting a
proper alignment between assumed risks, available capital and performance targets, while also
considering the tolerance to financial and non-financial risks. In determining the appetite and
tolerance to risk, the Group takes into consideration all significant risks to which it is exposed given
the specificity of its activity and its strategic and operational objectives, a major influence being
linked to the credit risk.

Risk management is part of all decisional and business processes that take place in Banca
Transilvania Financial Group. Within this context, BT’s management:

- Continuously assesses the risks which affect the Bank’s targets and takes actions if any
changes appear in the business conditions where the Bank performs its activity;

- Identifies and evaluates significant risks and ensures the existence of an adequate
management framework for the activity within the Group, considering both internal factors
(the complexity of the organizational structure, the nature of the activity, staff quality and
fluctuation) and external factors (macroeconomic factors, legislation changes, competition
changes in the banking sector, technological progress). The risk management framework
includes internal regulations, risk limits and risk control mechanisms that ensure
accordingly, on time and on an ongoing basis the identification, assessment, monitoring,
mitigation and reporting of the risks arising from the overall activities and, where
applicable, at the level of business lines (large-corporate, mid-corporate , SMEs, micro and
retail);

- Riskidentification: the exposure to business-related risks in its daily operations and
transactions (including lending, dealing, capital market operations, assets
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management and other specific activities) is identified and aggregated in the bank’s
risk management infrastructure;

- Risk evaluation/measurement: it is realized an evaluation of identified risks by
specific models and calculation methods: a system of ratios with related risk limits,
a methodology for assessing the risk events likely to generate losses, calculation
methodology for specific credit risk provisions, assumptions regarding the future
evolution of assets’ value, etc.;

Risk monitoring and control: The policy and the procedures implemented for an efficient
risk management are meant to mitigate the inherent risks in the Bank’s business. There are
implemented procedures for the supervision and approval of decision and trading limits
per person/ unit/ product etc. Such limits are monitored daily/ weekly/ monthly depending
on the operations characteristics.

Risk reporting: For the specific risk categories, the Bank has established transparent
regular reporting mechanisms, so that the management body and all the relevant units are
provided with precise, concise, intelligible and significant reports in due time, and are able
to exchange relevant information on identification, quantification or assessment and
monitoring the risks;

Properly, on time and on an ongoing basis assessment of risks that affect the achievement
of the Bank’s objectives and takes measures regarding any changes in the conditions in
which it operates.

The main risk categories to which the Group is exposed to, are:

Credit risk

Liquidity risk

Operational risk

Market risk

Interest rate risk from activities outside the trading book
Reputational risk

The risk associated with excessive usage of leverage
Strategic risk

Systemic risk

Compliance risk

Credit Risk

The credit risk framework is periodically updated and improved. It is designed to cover all credit
exposures deriving from the banking business and includes the following basic components:

Risk assessment system for new credit products/significant changes in the existing
products;

Lending methodology to ensure a healthy credit portfolio;

Integrated IT systems for the management of client relationships and loan origination, both
for the credits granted to companies as well as those granted to individuals;
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- Effective credit risk rating process that presents the variable level, nature and the
determinant factors of credit risk that may occur over time and that ensure, in a reasonable
manner, that all credit exposures are duly monitored and that the loss adjustments related
ECLs are appropriately measured;

- A model validation process, which defines the structure of the validation process model
regarding the responsibility and reporting, the internal regulations regarding the
assessment and approval of the model changes, as well as the reporting of the model
validation results;

- Risk assessment system for transactions;
- Pricing methodology based on risks;

- An efficient active management process of loan portfolio, which includes an adequate
reporting system;

- Concentration limits per client / group of clients / products / regions /sectors/ guarantee
suppliers / guarantee types;

- Proactive mechanism of fraud risk management;

- Methodology for the early identification of effective or potential credit risk increases (early
warning alerts);

- Methodology for loan monitoring/review after granting;

- Processes applied systematically and consistently to establish appropriate loss adjustments
in accordance with the applicable credit risk accounting regulations;

- Continuous improvement of the o