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MISSION

FGDB duly compensates
guaranteed depositors when

a credit institution in its
membership is no longer able to
reimburse its account holders.

The FGDB is the administrator
of the bank resolution fund and
may act as special administrator
of credit institutions undergoing
resolution, temporary
administrator of credit
institutions where the National
Bank of Romania applies

early intervention measures,
shareholder of a bridge bank

or of an asset management
vehicle, in line with legislation on
the recovery and resolution of
credit institutions, as well as sole
liquidator of credit institutions
entering into liquidation at their
shareholders’ initiative.

VALUES shared and
promoted by FGDB

The FGDB is an apolitical institution,
which, within the limits provided for
in legislation, protects the funds in
depositors’ accounts at Romanian
credit institutions affiliated to the
statutory deposit guarantee scheme
it administers, contributing in this
way to financial stability, all while
also encouraging savings.

We treat all depositors with
due respect, honesty and
professionalism.
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The Bank Deposit
Guarantee Fund and
Its Administrative
Framework

The key purpose of the Bank Deposit Guarantee Fund
(FGDB) is, as the very name of the sole statutory
guarantee scheme in Romania' suggests, to guarantee
the deposits natural and legal entities hold at credit
institutions authorised by the National Bank of Romania.

Since the creation of the FGDB back in 1996, its duties,
assigned under the law, have gradually grownincreasingly
complex and have further strengthened its role within the
national financial stability maintenance system. Starting
end-2015 and following the implementation in national
legislation of the European framework for the recovery
and resolution of credit institutions?, the FGDB has also
been the administrator of the bank resolution fund.

Onaccount ofitsresponsibilities for safeguarding financial
stability as part of the new legislative framework, the
FGDB enjoys observer status in the National Committee
for Macroprudential Supervision, which consists of
representatives of the National Bank of Romania, the
Ministry of Public Finance and the Financial Supervisory
Authority?.
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Given the broader range of its activities,
the FGDB currently falls into the category
of deposit guarantee schemes with a more
comprehensive mandate of functions and
responsibilities®. Besides tasks related to
deposit guarantee and the administration
of the bank resolution fund, the FGDB may
actively engage in the application, by the

National Bank of Romania, of bank recovery

(early intervention) and resolution measures,

acting as:

e temporary administrator of a credit
institution undergoing a recovery
procedure;

e special administrator of a credit
institution under resolution;

e shareholder of a bridge institution;

e shareholder of an asset management
vehicle.

Furthermore, the FGDB also acts as sole
liquidator of credit institutions where the
National Bank of Romania orders dissolution
followed by liquidation or where liquidation
is initiated by shareholders. At the same
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time, under a court appointment of 2002, the FGDB will schemes in the home member countries of the credit

continue to fulfil its duties as liquidator of Banca Romana institutions with branches operating in Romania. As part
de Scont S.A. (BRS) and Banca Turco Romana S.A. (BTR)  of the process of applying EU provisions on cross-border
until bankruptcy proceedings for the two banks close®. payouts, a Multilateral Cooperation Agreement between

deposit guarantee schemes within the European Union®
In the matter of cross-border reimbursements, the FGDB  was signed in the autumn of 2016, with the FGDB among
acts as paying agent on behalf of the deposit guarantee its first signatories.

"Under Law no.311/2015 on deposit guarantee schemes and the Bank Deposit Guarantee Fund, which took effect on 14 December 2015 transposing
into national legislation Directive 2014/49/EU on deposit guarantee schemes.

2Law no. 312/2015 on the recovery and resolution of credit institutions and investment firms and amending and complementing legal acts in the
financial sector was adopted to transpose into national legislation Directive 2014/59/EU establishing a framework for the recovery and resolution
of credit institutions and investment firms and amending Council Directive 82/891/EEC, and Directives 2001/24/EC, 2002/47/EC, 2004/25/EC,
2005/56/EC, 2007/36/EC, 2011/35/EU, 2012/30/EU and 2013/36/EU of the European Parliament and of the Council, as well as Regulations (EU) no.
1093/2010 and (EU) no. 648/2012 of the European Parliament and of the Council (BRRD1).

3For further details, see Chapter 2, the section on Cooperative Relations at the National Level.

“Depending on their mandates, deposit guarantee schemes may be of the paybox type, exercising only their basic function, which is to disburse
payouts, or of the paybox plus type, holding additional functions besides the basic one as far as bank recovery and resolution are concerned.
®Under legislation currently in force, which has governed its activity starting 14 December 2015, the FGDB may no longer act as court-appointed
liquidator of credit institutions.

81t was developed by the European Forum of Deposit Insurers and validated by the European Banking Authority. To date, 30 deposit guarantee
schemes in the European Union have signed this agreement.
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The Aim and Functions of the FGDB

1996 - 2001. Statutory deposit
The FGDB's major guarantee scheme
responsibility was limited of Romania

to deposit guarantee and

disbursements to depositors
of failed banks. Administrator of the
bank resolution fund

of Romania

Temporary administrator
of a credit institution

NMEIEFLCERTAIATHI 2 o .
undergoing recovery proceedings

LTI B A BEW L S TR S &

2002 - 2015

Further duties related to
bank liquidation and
stabilisation were added,
complementing the task
of guaranteeing deposits.

“T1
G)
O
o

Special administrator
of a credit institution
under resolution

Protection
of depositors
and contribution
to maintaining
financial stability

Shareholder
of a bridge institution

Since 2018, the FGDB has also been a party to EDDIES?,
a central secure mechanism developed within the European
Union with a view to providing the necessary infrastructure
both for exchanges of information between deposit
guarantee schemes and for cross-border repayments.

All through 2019, with the banking system in Romania
maintaining its stability and solidity of previous years,
the FGDB was spared situations implying compensation
payments or funding of resolution measures, or the
exercise of any of the capacities it may have to assume,

under the law, in instances of early intervention, bank
resolution or administrative liquidation.

Thanks to the "peaceful climate” of 2019, the FGDB could
focus on consolidating its operational framework, adding
the finishing touches on the procedural framework it
needs in discharging its duties related to the guarantee
of deposits held at affiliated credit institutions and the
administration of the bank resolution fund, as well as
on continuing its action towards the court-supervised
liquidation of BRS and BTR.

a) Protection of deposits held at FGDB-Member Credit Institutions

(i) Coverage level offered by the FGDB

in situations when a credit institution is unable to meet its
obligations to its depositors, triggering the unavailability
of their deposits, the FGDB reimburses guaranteed
depositors up to the coverage level which is the leu
equivalent of 100,000 euros®.

The disbursement of guaranteed compensation to
depositors represents the key component of the FGDB’s
role in maintaining financial stability by preserving
depositor confidence in the financial and banking system
in Romania. With a view to consolidating that role, the
scope of deposit guarantee in Romania has gradually
expanded and, at the end of 2015, the shortest payout
period agreed within the European Union - namely
seven working days of the date deposits have become
unavailable® — was instituted.

There are certain categories of natural persons’ deposits
that benefit from improved coverage'?, which is different
from the guarantee ceiling. The National Bank of Romania
sets the higher coverage at 100,000 euros in its leu
equivalent based on the evolution of relevant statistical
indicators’.

At the end of 2019, the FGDB had under its protective
"umbrella" 15,227,922 guaranteed depositors (99.5
percent of the total deposit holders in Romania), of which
14,181,449 natural persons and 1,046,473 legal entities'?;
the overwhelming majority of these depositors (99.7 percent
of the total number of natural persons and 97.2 percent of
the overall number of legal persons) held deposits of less
than or up to the leu equivalent of the guarantee ceiling,
which meant that they enjoyed full FGDB coverage.

"EDDIES - The European DGS to DGS Information Exchange System. For further details, see Chapter 2 — The 2019 Background and Regulatory Framework.
8 The 100,000-euro deposit coverage per guaranteed depositor per credit institution applies in all European Union member states. Romania
implemented it at end-2010.

9 According to the Directive on deposit guarantee schemes, European Union member states must implement the payout deadline of seven working
days by 2024.

°The Temporary High Balances apply to deposits resulting from:

. residential real estate transactions;

. events in a depositor’s life, such as retirement, dismissal, invalidity or death;

e receipt of insurance benefits or compensation for criminal injuries or wrongful convictions.

Guaranteed depositors with deposits included in the aforesaid categories benefit from the higher coverage for a period of 12 months after the
amount has been credited to an account with the respective credit institution or from the date such deposits have become legally transferable to
another credit institution.

" Circular no. 24 of 29 December 2016 on the guarantee level set forth at Article 62 (1) of Law no. 311/2015 on deposit guarantee schemes and the
Bank Deposit Guarantee Fund, which came into force on 10 January 2017.

2The FGDB adds up data on the number of depositors as reported individually by each member credit institution, but it does not have the possibility
to make adjustments where the same depositor holding deposits at different credit institutions is recorded several times.

Shareholder of an
asset management vehicle

A VA TR TR AT AT
The FGDB bec Romania's
statutory deposit gﬂé?antee
scheme, as well as the
administrator of the bank
resolution fund, all while
taking on tasks related to
the application of early
intervention and bank
resolution measures.

(Sole) administrative
liquidator and
court-appointed liquidator*

Paying agent for
deposit guarantee schemes
in EU-member states

* until the ongoing liquidation procedure closes.
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On 31 December 2019, eligible deposits totalled 323.9
billion lei, of which 210.7 billion lei (or 65 percent) held in
covered deposits'®. Deposits in both categories followed
an upward path, going up from end-2018 with relatively

(i) The Deposit Guarantee Fund

The financial resources of the deposit guarantee fund,
which are channelled towards repayments and resolution
measures, are mainly sourced from the contributions of
FGDB-member credit institutions. The FGDB determines
the size of the individual contribution of each member
credit institution depending on its risk profile which is an
indicator of the respective institution’s possible recourse
to the resources of the deposit guarantee fund't. These
determinations are subsequently approved by the
Board of Directors of the National Bank of Romania.
One of the FGDB’s priority concerns has always been
the consolidation of the deposit guarantee fund as a
prerequisite for the fulfilment of its essential goal of
protecting depositors.

similar annual variations (eligible deposits +11.4 percent;
covered deposits +11.1 percent) and moving higher also
in point of the number of depositors and currencies.

At end-2019, the financial resources of the deposit
guarantee fund amounted to 6,233.1 million lei'®, having
gone up by 9.2 percent from their level as at 31 December
2018. The available financial resources of the deposit
guarantee fund are invested in compliance with an annual
strategy endorsed by the FGDB's Supervisory Board and
approved by the Board of Directors of the National Bank
of Romania. This strategy mainly targets mitigating risk
and securing adequate liquidity and also focuses on
yields as a related goal.

Evolution of the Deposit Guarantee Fund from Its Creation to 31 December 2019

million lei; end-period
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6,233.1

1,712.2
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3 “Eligible deposit” and “covered deposit” are defined in Annex. 2 — Definitions.

4 The method for determining contributions was developed according to the European Banking Authority’s Guidelines on methods for calculating
contributions to deposit guarantee schemes and is included in Regulation no. 2/2016 on the calculation and payment of risk-based contributions to
the Bank Deposit Guarantee Fund, with subsequent amendments and completions.

5 This amount also includes the portion of the 2019 profit capitalised once the financial statements were authorised.

Annual Report 2019

10

Relevant Data as at 31 Dec

GUARANTEE CEILING for natural persons and legal entities

The FGDB covers eligible deposits of up to the leu equivalent
of 100,000 euros per depositor per credit institution.

ELIGIBLE DEPOSITS

Time deposits, current accounts, savings accounts,
card accounts, joint accounts and other similar leu- or

foreign exchange-denominated products, including due interest.

PAYOUT PERIOD

The FGDB is one of the European Union’s deposit guarantee
schemes boasting the shortest reimbursement period —
within seven working days.

HIGHER COVERAGE LEVEL for natural persons
The leu equivalent of 100,000 euros

The FGDB offers an improved coverage level "for a period of
12 months after the amount has been credited to an account
with the respective credit institution or from the date such
deposits have become legally transferable to another credit
institution"”.

The temporary higher protection applies to deposits
resulting from:

e residential real estate transactions,

e events in a depositor’s life, such as retirement, dismissal,
invalidity or death,

e receipt of insurance benefits or compensation for criminal
injuries or wrongful convictions.

FGDB-MEMBER CREDIT INSTITUTIONS

All the credit institutions authorised by the National Bank of
Romania, which totalled 27 at the end of 2019.

(N.B. Branches in Romania of credit institutions based in
other European Union member states are covered by the
schemes of their home countries)

GUARANTEED DEPOSITORS

15,227,922

natural and legal persons
14,181,449

guaranteed natural persons,

of which 99 percent residents
1,046,473

guaranteed legal entities

(all enterprises, no matter the size),
of which 99.7 percent residents

TOTAL ELIGIBLE DEPOSITS
323.9 bin. lei

Leu-denominated deposits:
204.76 bin. lei

Deposits in foreign currencies:
the equivalent of 119.19 bin. lei
Natural persons’ deposits:
195.75 bin. lei

Legal entities’ deposits:

128.20 bin. lei

Deposits of resident natural

and legal persons:

313.93 bin. lei

Deposits of non-resident natural
and legal persons:

10.02 bin. lei

FGDB-MANAGED
RESOURCES

The deposit guarantee fund:
6.23 bin. lei

The bank resolution fund:
1.39 bin. lei




In compliance with the law, at least 99 percent of the profit
from investments is allocated to the deposit guarantee
fund to replenish its financial resources. The amount of the

(iii) Recovery of the FGDB'’s claims arising from its payouts

The guaranteed depositors of the seven banks that went
bankrupt in Romania over 1999 - 2006 got a total 512.2
million lei in FGDB payouts.

In order to recoup the amount paid as compensation, the
FGDB asserted its right of subrogation to the guaranteed
depositors’ rights and joined the body of creditors of the

b) Administration of the Bank Resolution Fund

As shown above, with the new regulatory framework
for bank recovery and resolution as a basis, in 2015 the
FGDB was designated as the administrator of the bank
resolution fund of Romania'. Under a decision of the
National Bank of Romania, as the resolution authority, the
financial resources of the fund may be used to finance
the application of resolution measures according to the
particularities of each specific tool.

At the end of 2019, the financial resources of the bank
resolution fund had surged by 19.6 percent year on year to
stand at 1,392.7 million lei?°. In the absence of instances
to date demanding the use of accumulated resources,
these resources have risen with every passing year. The
method for calculating the individual amount each credit
institution is to contribute to the bank resolution fund and
the size of that contribution, tailored to the respective
institution’s risk profile, are established by the National
Bank of Romania.

6 See footnote 115 to Chapter 5 — Liquidation of Failed Credit Institutions.

FGDB’s profit channelled towards the deposit guarantee
fund so far totals 2,133.6 million lei, accounting for
34.23 percent of the fund’s resources.

failed banks. Along the years, depending on legislation
in force at the time of each case of bank failure, there
were shifts in the FGDB’s place on the creditor priority
ladder'® which impacted on claim recovery ratios".
By 31 December 2019, the FGDB had recovered 34.3
percent of its payouts to the guaranteed depositors of all
seven failed banks’.

The financial resources of the bank resolution fund were
invested in keeping with a strategy for 2019 endorsed
by the FGDB’s Supervisory Board and approved by the
Board of Directors of the National Bank of Romania. As
was the case with the deposit guarantee fund, the goals
in focus were minimised risk and adequate liquidity, with
yields as a subsidiary target.

Over 2011-2015, credit institutions’ annual fees were
determined as a percentage of their non-guaranteed
liabilities (not more than 0.1 percent). Starting 2016, the
National Bank of Romania, as the resolution authority,
has established risk-adjusted contributions.

Just like in the case of the deposit guarantee fund,
at least 99 percent of the profit resulting from the
administration of bank resolution fund resources is
intended to top up that fund. The FGDB’s profit resulting
from bank resolution fund resources and distributed to
replenish those resources amounts to 107.2 million lei,
or 7.7 percent of total financial resources.

7 Ratio in the 25.9 percent and 40.3 percent range, in the case of the banks that went bankrupt before the year 2001 and of 100 percent in the case

of banks that failed in 2002.
8 See Chapter 5 — Liquidation of Failed Credit Institutions.

®The bank resolution fund was set up based on Law no. 312/2015. For details of its creation see footnote 95 to Chapter 4 - FGDB-Managed

Financial Resources.

20 Just as with the deposit guarantee fund, this amount also includes the portion of the 2019 profit capitalised once the financial statements were

authorised.
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Evolution of the Bank Resolution Fund since Its Creation to 31 December 2019

million lei; end-period

Bank restructuring fund

Special compensation fund
3532
484.8

215.3

51.6
106.9

2011 2012 2013 2014 2015

1,392.7

Bank resolution fund

1,164.4

997.3

602.3

2016 2017 2018 2019

c¢) Court-Supervised liquidation proceedings at the two failed banks where the FGDB acts as liquidator

Starting 2002, the FGDB has been the court-appointed
liquidator of BRS and BTR, two banks which went
bankrupt in April and, respectively, July, of that year.

Further steps were taken in 2019 to recover the claims
of those banks and, for the duration of liquidation

proceedings until 31 December 2019, funds were
distributed to 47 percent of the body of creditors of BRS
(the highest percentage of satisfaction for creditors of
failed banks), and, respectively, to 41 percent of the body
of creditors of BTR?'.

THE FGDB’S ADMINISTRATION AND MANAGEMENT

According to the applicable law, the FGDB administration
and management are based on a two-tier system
consisting of a supervisory board and an executive board
and rely on good governance and transparency principles
and standards intended to impart solidity, effectiveness
and credibility on the institution.

The Supervisory Board is comprised of seven members?,
of which five representatives of the National Bank of
Romania (including the Chairperson of the Board) and
two representing the Ministry of Public Finance. Current
FGDB activities are run by the Executive Board, which
consists of three members appointed by the Supervisory
Board whose four-year mandates are approved by the
Board of Directors of the National Bank of Romania?.

2 For further details referring to the court-supervised liquidation proceedings at BRS and BTR see Chapter 5 — Liquidation of Failed Credit Institutions.
2The mandates of Supervisory Board members were renewed for a further three-year term starting 1 August 2019 based on Order no. 802/2019 of

the National Bank of Romania.

#The mandates of the current members of the Executive Board started on 15 December 2016. They were appointed under Decision no. 27/2016 of

the Board of Directors of the National Bank of Romania.
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The duties and responsibilities of the Supervisory Board
and of the Executive Board are laid down in the law on the
organisation and operation of the FGDB and in the Statute
of the institution, a solid and transparent administration
and management framework being thus established. The
permanent goal of the activities and decisions of both the
Supervisory Board and the Executive Board, according to
the level of competence of each structure, is to apply the
best practices in this sector in order to effectively attain
the strategic targets arising from the mandates the FGDB
entrusted to them.

During 2019, the FGDB's Supervisory Board endorsed
or, where appropriate, approved a number of documents
playing a significant role in defining and consolidating
the procedural and operational frameworks. Essentially,
these materials referred to the institution’s capability to
discharge its statutory duties, with the most important
of them covering the FGDB’s policies and strategies

The Audit Committee

The Audit Committee, which operates within the FGDB
with a view to consolidating corporate governance, is
an independent consultative body consisting of three
Supervisory Board members. The main functions of the
Audit Committee include monitoring the effectiveness of
the internal control, internal audit and risk management
systems within the FGDB and assessing and monitoring
the extent to which the independence of the statutory
auditor or auditing firm is guaranteed.

The Audit Committee aids the Supervisory Board in
fulfilling its responsibilities related to overseeing and
supervising the process of preparing and updating the
FGDB'’s general development strategy. At the same time,
by monitoring internal audit activities, the Committee also
plays a significant role in guaranteeing the independence
of the internal audit function within the FGDB.

The Executive Board and FGDB activities

Executive Board members carry out their activity under
the control of the Supervisory Board, to which they are
accountable for the way in which they fulfil their mandated
goals and duties.

concerning funding and investments of available financial
resources, a revised risk-management policy, applicable
accounting policies and monographs, the revenue
and expenditure budget, the regulatory framework for
communication with depositors during payout periods,
or stepped-up procedures to purchase a new integrated
IT system in compliance with legal provisions on public
procurement.

At the same time, the Supervisory Board approved,
as a matter of principle, several rules, in the form of
procedures, referring to the actions the FGDB would take
while performing the roles likely to be assigned to the
institution, in line with applicable legislation, if the National
Bank of Romania were to apply early intervention or bank
resolution measures. Finalisation of these procedures,
however, is conditional upon the relevant regulations the
resolution authority will introduce.

The Audit Committee meets on a quarterly basis or
as often as necessary and its meetings are convened
either by its Chairperson or by the Chairperson of the
Supervisory Board. Audit Committee meetings are
regularly attended by internal auditors representing the
Internal Audit Department. Depending on the topics
for debate, members of the Executive Board, external
auditors or representatives of the FGDB’s organisational
structures may also take part in these meetings, as guest
participants, in order to supply necessary information.

In 2019, the Audit Committee held four meetings which
analysed and endorsed documents covering internal audit
regulations and planning, the results of the internal audit
missions and their performance, as well as periodical
activity reports.

In the exercise of its legal functions in 2019, the Executive
Board provided for the implementation of the strategies
and policies approved by the National Bank of Romania?*
and the coordination of the FGDB’s organisational

24The 2019 Strategy for Investing the Financial Resources of the Guarantee Scheme and of the Bank Resolution Fund and the Funding Policy.
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structures and fulfilled its executive duties related to
FGDB activities and the management of FGDB assets.
The 2019 revenue and expenditure budget shows that,
compared to planned levels, “Total Revenues” increased
by 12 percent, while “Total Expenses” were four percent
lower. Furthermore, net profit?® was higher than in 2018.

DDDII

To secure an adequate
level of financial
resources within the
guarantee scheme;
to optimally manage
these resources and the
bank resolution fund

To develop the FGDB’s image
risk t and raise public
managemen awareness of the
function

With a view to optimising and consolidating the FGDB’s
operational capability to meet its legal obligations as
far as payouts to guarantee depositors are concerned,
in the summer of 2019 the Executive Board initiated an
extensive project to identify and implement compensation
payment methods fit for the digital age we live in and
complementary to the method in current use (through the
agency of mandated credit institutions2®).

“ FGDB

To consolidate THE FGDB'S
the FGDB’s 2018 - 2020
operational STRATEGIC GOALS

capability

To promote the

To intensify national
and international
cooperation

FGDB’s role in

maintaining financial

stability

2 200

2 Pursuant to Article 13, paragraph (2), point e) of Law no. 227/2015 on the Fiscal Code, the FGDB’s profit is tax exempt and consequently its pre-
tax profit is actually its net profit. Further details on the budget and the result of fiscal year 2019 may be found in Chapter 7 — The FGDB'’s Financial

Statements.
26 See Chapter 3 — Deposit Guarantee, the section on Payout Process.
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The Supervisory Board and the Executive Board have
shown constant preoccupation with the attainment of the
institution’s strategic targets for the 2018 — 2020 period,
a concern that was reflected particularly in the FGDB’s
activity throughout 2019, as synthetically outlined below
- including a breakdown by goals.

Goal no. 1:

To secure an adequate level of financial
resources within the guarantee scheme; to
optimally manage these resources and the
bank resolution fund

The financial resources?” of the deposit guarantee
fund and of the bank resolution fund continued to rise
providing for the consolidation of the capability to finance
the measures the legal framework stipulates with regard
to depositor protection and the maintenance of financial
stability, in line with an investment strategy based on a
well-diversified portfolio and low-risk investments.

Moreover, the FGDB developed the procedural framework
for the application of alternative funding mechanisms
which covers a wide range of potential market scenarios.

Goal no. 2:
To consolidate the FGDB’s operational
capability

The FGDB'’s operational capability to make compensation
payments was further strengthened throughout 2019
when two stress simulation exercises were organised
according to the Multiannual Programme for Stress Test
Exercises?®®. One of these exercises® tested for the first
time the FGDB’s capability to provide the funds needed
for payouts if its available financial resources were
insufficient. The other test verified the capability of the
selected credit institutions to prepare and deliver the

Payout List on a date other than the last day of a calendar
month.

The year 2019 also saw the first exercise testing the
Business Continuity Plan®. As part of future annual stress
testing programmes, the scenarios wherein operational
incidents are tested are expected to grow increasingly
complex.

Steps were taken in the second half of 2019 to update
the FGDB’s strategy for managing significant risks which
mainly focuses on the growth of a caution-oriented
risk culture and the maintenance of a low-risk profile,
the development of a diversified and granular assets
portfolio providing for a most efficient administration
of the available financial resources of both the deposit
guarantee scheme and the bank resolution fund, the
protection of depositors’ interests and compliance with
applicable legislation and internal regulations.

At the same time, action was taken to optimise the
framework of internal regulations allowing for an
adequate management of operational risk, according to
international good practices.

Goal no. 4:

To promote the FGDB’s image and raise public
awareness of its role in maintaining financial
stability

Public information has always been a matter of
significance to the FGDB which, along the years
and along these lines, has employed a wide range
of communication channels and diverse information

27Resulting from the annual contributions paid by member credit institutions and the allocation of 99 percent of the net profit arising from investments

of financial resources.

28 For further details see below the section on Stress Simulation Exercises.

2That was the third exercise of the testing programme under the Guidelines on stress tests of deposit guarantee schemes of the European Banking

Authority.

30 For further details see below the section on Testing the Business Continuity Plan.
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strategies. Advertorials placed in widely circulated
magazines catering to a diverse readership represented
an important means of disseminating information in
2019. Moreover, in 2019, the FGDB initiated an extensive
programme of relaying relevant information to depositors
through the agency of affiliated credit institutions. To this
end, the FGDB, seconded by member credit institutions,
launched two projects for the information of depositors.
The first project involved the use of the online platforms
of credit institutions to disseminate information about the
FGDB and the role it plays in depositor protection. As
part of the second project, leaflets were distributed to the
branches and units of participating credit institutions to
be consulted by depositors.

The year 2019 also meant the opening of training
sessions held by the FGDB for call-centre operators at
the credit institutions mandated to make compensation
payments, which was a first in the work of ensuring rapid
and effective communication with depositors during
payout periods. Through such activities, the FGDB
aims to assist depositors requesting information about
protection of their deposits and disbursements as call-
centre operators attend periodic training courses to be
able to offer answers based on updated information.

All through 2019, the FGDB had further meetings with
representatives of the credit institutions in its membership
to discuss practical aspects related to the application of
deposit-guarantee regulations.

The FGDB and the National Bank of Romania continued
their cooperation aimed to provide in the nearest future
the framework the FGDB needs, in point of legislation
included, to be able to enter repo transactions with
the National Bank of Romania, in line with European

regulations and the practices of other guarantee schemes
within the European Union.

Seeking to complement the infrastructure allowing it to
fulfil its statutory obligations and also to operationalise
alternative funding mechanisms, the FGDB held
negotiations on a contingent financing instrument
(Contingency Financing Agreement) with World Bank
representatives. This instrument, which addresses the
funding requirements of deposit guarantee schemes,
would give the FGDB emergency access to funding
resources uncorrelated with risks on the financial and
banking market in Romania, allowing it to disburse
payouts or to finance resolution measures using deposit
guarantee fund resources.

With a view to putting prerequisites in place ahead
of getting the contingent loan and implementing the
infrastructure needed to provide the funds for possible
interventions in the market, in the first quarter of 2020 the
FGDB opened a euro account with the National Bank of
Romania.

Internationally, in 2019 the FGDB was permanently
involved in projects conducted by the European
Forum of Deposit Insurers (EFDI) to improve legislation
applicable in the European Union on deposit guarantee
and cooperation between deposit guarantee schemes
in cases of cross-border payouts. Along this line, the
General Director of the FGDB maintained his membership
of the management executive structure of the EFDI EU
Committee and acted as the coordinator of the forum's
Cross-Border Cooperation Working Group.

Furthermore, the FGDB was a participant in the
proceedings of the sub-groups of the Task Force of
the European Banking Authority and made an active
contribution to the preparation of the Authority’s opinions
on deposit guarantee®'.

31 Opinion on the eligibility of deposits, coverage level and cooperation between deposit guarantee schemes, published on 8 august 2019; Opinion
on the payouts by deposit guarantee schemes, published on 30 October 2019; Opinion on deposit guarantee scheme funding and uses of deposit
guarantee scheme funds, published on 23 January 2020. For further details, see Chapter 2, the section on Opinions Delivered by the European

Banking Authority.
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THE FGDB’S RISK MANAGEMENT FRAMEWORK

Risk management is one of the FGDB’s key activities with
guidelines set under its risk management strategy and
policies approved by the Supervisory Board.

As previously pointed out, in 2019 the strategy for the
management of the FGDB’s significant risks targeted
the consolidation of a caution-oriented risk culture and
the maintenance of a low-risk profile. To that end, the
FGDB continued to develop a balanced assets portfolio
providing for the protection of depositors’ interests and of
the available financial resources of the deposit guarantee
scheme and of the bank resolution fund and, equally, for
compliance with applicable regulations and legislation.

The implementation of a dynamic and effective risk
management system, adapted to the particularities of
ongoing activities, is a complex, long-term process to
which the FGDB has been committed considering it a
prerequisite for consolidating its capability to fulfil its
statutory duties.

This system covers the whole range of risks to which the
FGDB is exposed and contains the specific processes,
applications and procedures in use, as well as the duties
andresponsibilitiesrelated toriskmanagementassignedto
each organisational structure and of the risk management
function. The system will be implemented gradually, as
the FGDB completes the necessary infrastructure, and it
will be finalised once the integrated IT system?® allowing,
among other things, for the operationalisation of reports
on risks, is put into service.

The main risk categories which the FGDB addresses
using specific instruments and processes are:

Credit risk

In its capacity as statutory deposit guarantee scheme
and administrator of the bank resolution fund, the FGDB
assumes credit risk due to exposures to the eligible
counterparties set under its annual strategy for the
investment of financial resources. Depending on the nature
of the counterparty/issuer, this type of risk is managed

with the aid of a system of setting risk limits for credit
institutions, categories of credit institutions and other
categories of issuers (including international financial
institutions). Observance of the limits is monitored and
reported to the FGDB’s management on a regular basis
and the limits may be revised during the course of a year
if market/counterparty developments so require.

Market risk

The FGDB is exposed to such risk whenever adverse
moves occur in the price of its financial instruments
available for trading and in interest and currency
exchange rates. This risk is currently monitored by
marking to market such tradable instruments as trading
securities, by looking at potential losses (Value at Risk)
and by setting alert and intervention thresholds. The
FGDB will supplement its market risk management tools
as its investment portfolio grows increasingly complex
and diverse.

Liquidity risk

The prime goals of the FGDB’s liquidity risk management
policy are to maintain a minimum monthly level of liquidity
from available financial resources, along with an adequate
volume of trading securities and a balanced investment
structure, as well as to implement/update alternative
funding mechanisms for unforeseen circumstances.

In 2019, solutions were identified to allow the FGDB to
enter repo transactions with the National Bank of Romania
in the immediate future as a means of raising short-term
funds should the need arise. Operationalisation is due
in 2020 following the updating of the relevant regulatory
framework.

Operational risk

The risk of incurring losses or of failing to make the
estimated profit, triggered by factors that can be either
endogenous (the use of inadequate or inappropriate
processes, systems and human resources) or exogenous

%2|n the first half of 2020 a contract was signed with the successful bidder of a public procurement procedure launched by the FGDB. Next, software
components will be developed according to the FGDB’s requirements and requested operational specifications.
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(external events and actions) is inherent in any of the
FGDB’s activities. In identifying operational risks and
implementing measures to eliminate/mitigate them, the
FGDB relies on self-assessments of risks incurred and
on controls implemented at the level of its organizational
structures.

A consolidated, optimised internal regulatory framework
providing for an adequate management of operational
risk in line with the good practices developed by other
deposit guarantee schemes will continue to be in the
focus of the FGDB as a strategically significant goal. All
this will lead to the use of an adequate set of operational
risk indicators and the implementation of a functional
system providing for data collection and loss events
reporting once the integrated IT system is in place.

The use of the previously mentioned instruments, as well
as the degree of their sophistication will correlate with
the volume and complexity of activities actually carried
on and with the level of exposure to operational risk by
applying the proportionality principle.

Reputational risk

The purpose of the FGDB’s policy of managing
reputational risk is to avoid any action that might
generate a negative perception on the part of depositors,
the public at large and the other institutions within the
financial stability network and, equally, to improve the
operational framework, periodically update and test the
Business Continuity Plan and to conduct stress simulation
exercises. Moreover, the FGDB aims to promote
systematic and open communication with member credit
institutions both directly and through the agency of their
professional organisations.

Strategic risk

Strategic risk assessment is one of the components of the
strategic planning process. The major potential sources of
strategic risk are identified in the FGDB’s strategic plans
which refer to the coverage target level, organisational
development and the strategy for the management of
available financial resources.
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In order to keep strategic risk within agreed limits, the
FGDB periodically reassesses its strategic goals in
relation to achievements, all while relying mostly on active
prevention. In this respect, the functional and effective
governance system, provided by the management
structure comprised of the Executive Board and the
Supervisory Board, with the latter also including the Audit
Committee, performs a significant role.

The FGDB management annually establishes a target risk
profile — the level of which is based on the institution’s
statutory duties and risk appetite — which synthetically
expresses the sum total of the risks to which the
organisation is or will be exposed. The risk profile is
gauged periodically on the basis of the evolution of the
scores of identified significant risks in order to maintain
it in line with the pledged target. In turn, that target is
also appraised periodically to determine its consonance
with internal developments and shifts in the external
environment in which the FGDB works.
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Stress Simulation Exercises

In 2019, the FGDB conducted its first exercise testing
its capability to raise the necessary funds to cover
payouts within seven working days of the date of deposit
unavailability when it faces a shortage of available
financial resources.

The test was prepared and run over March —May 2019 and
involved institutional participants including the FGDB, the
National Bank of Romania, as the competent authority,
the Ministry of Public Finance and Banca Transilvania SA
(the credit institution mandated to disburse payouts), as
well as observers representing the Romanian Banking
Association and the National Bank of Romania, as the
resolution authority.

The overall aim of the exercise was to test the FGDB’s
capability to provide the funds needed to make
repayments likely to exceed the available financial
resources of the guarantee scheme and to start
compensation disbursements within seven working days
at the most of the date the deposits with the participating
credit institution were determined unavailable. This
overarching goal was broken down into specific targets
for each of the institutional participants and regrouped
according to theme.

The results of the test showed that the FGDB’s financial
resources were sufficient to fully cover payouts for any
credit institution in liquidation and cumulatively for any
two credit institutions in that situation.

By liquidating its investements, the FGDB has the
capability to discharge its duties and compensate
guaranteed depositors within at most seven working
days of the date the National Bank of Romania declares
the unavailability of deposits at the affiliated credit
institution/institutions, even if, in conditions of an illiquid
market, monetisation of FGDB investments may imply
loss of principal.

The results of the test exercise also pointed to a
number of legislative and operational aspects that need
improvement so that the FGDB may get emergency loans
from international financial institutions and/or from credit
institutions with government-backed guarantee, in line
with legislation.
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The analysis of the test results led to a plan of measures
to strengthen the FGDB’s funding capability and
provide for the fulfilment of its statutory goal of ensuring
the necessary resources for reimbursements. These
measures essentially aim to:

e prepare scenarios to evaluate the impact of market
shocks on the portfolio of financial instruments so
as to allow the FGDB to have visibility into potential
losses at all times;

e identify and implement a legal solution whereby the
FGDB may enter into repo transactions with the
National Bank of Romania;

e finalise and conclude a tripartite agreement between
the Ministry of Public Finance, the National Bank of
Romania and the FGDB to complement and update
obligations related to cooperation and early warning
so that the parties involved may have sufficient time
to fulfil their legal functions;

e improve the applicable legislative framework so
as to give the FGDB immediate access to funding
from international financial institutions and/or from
credit institutions based on government-backed
guarantees.

The report on the results of the simulation exercise testing
the FGDB’s capability to provide the financial resources
needed for make compensation payments was approved
by the Supervisory Board and was sent to the National
Bank of Romania together with a set of proposals
with respect to the improvement and completion of
the regulatory frameowrk in order to guarantee and
consolidate the FGDB’s capability to intervene in
compliance with Law no. 311/2015 on deposit guarantee
schemes and the Bank Deposit Guarantee Fund.

With a view to enhancing its operational capability to
make repayments, over August — December 2019, the
FGDB continued to test the capacity of several credit
institutions to prepare the Payout List on a date other
than the last day of a calendar month and dispatch it
to the FGDB observing the deadline stipulated by the
regulations in force, namely three business days of the
reference date.

A comparison with the results of previous simulation
exercises showed that in the case of most of the credit

institutions involved in the 2019 test the percentage of
critical errors (errors in relation to the identity of depositors

Alternative Funding Mechanisms

To complement the internal infrastructure it needs to
discharge its statutory function of providing financial
resources for compensation payments or for the
implementation of bank resolution measures, the FGDB
developed the procedural framework for the application
of alternative funding mechanisms which covers all
possible situations — from lack of liquidity in the market to
shortages of financial resources.

Technically, an analysis was made of available options in
point of related costs and potential benefits with a view
to adopting optimal financing solutions providing for fast
access to funding at reasonable costs.

Testing the Business Continuity Plan

In 2019, the FGDB entered a new stage in point of
business continuity management following the updating
of the relevant internal regulatory framework and the
launching and implementation of a programme for the
periodical testing of the Business Continuity Plan.

In November 2019, the FGDB ran a first exercise to
test the possibility of remote database access and data
processing, measure the time needed to gain access
to the backup server and appraise the adequacy of the
services offered by the critical IT service provider.
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which make it impossible to reimburse them) in the total
number of depositors had diminished.

Furthermore, in the field of cooperation with institutions
sharing responsibilities in maintaining financial stability,
the FGDB took further steps towards operalisating repo
transactions with the National Bank of Romania. Ongoing
actions for the conclusion of a Protocol on Funding
between the Ministry of Public Finance and the FGDB are
expected to come to an end in the immediate following
period. This protocol will establish a framework for action
on access to Government loans or to Government-backed
guarantees, in compliance with legislation in force.

The results of the test showed that the FGDB had at
its disposal an adequate backup system for the tested
operative module, as data could be accessed remotely
and tested applications proved fully operational.

A gradual increase in the complexity of test exercise
scenarios, as part of the future annual stress simulation
programme, is a goal the FGDB is set to fulfil in order to
consolidate its operational capability.
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INTERNAL AUDIT WITHIN THE FGDB

The Internal Audit Department performs the internal audit
function within the FGDB. This structure is subordinated
to the Supervisory Board and its work is overseen by the
Audit Committee as a guarantee of independence and
objectivity, in line with the framework regulating internal
audit activities.

The foremost goal of the internal audit structure is to
contribute to the consolidation of management within the
FGDB by independently and objectively examining risk
management, internal control and governance processes.

For the duration of their missions, the internal audit
team aimed to rigorously assess risks, identify causes,
determine potential consequences, and make pertinent
recommendations for their improvement. Their
recommendations were economically feasible and can
therefore be implemented and applied with financial/
human/logistic costs proportional to their contribution to
streamlining FGDB activities.

The internal audit team’s missions throughout 2019
concentrated on the assessment of the risk management
processes underway within organisational structures, the
FGDB'’s specific activities in its capacity as liquidator and,
respectively, creditor of failed banks, running of stress
test exercises, as well as communication and public
relations activities.

The Internal Audit Department focused on the regulatory
framework and the evolution of the good practices in
internal audit that complement the related legislative
and standardisation frameworks. The internal audit
team paid continuous attention to formulating opinions
and recommendations apt to boost the efficiency and
effectiveness of processes in order to make better use of
material and human resources, significantly contributing
to improving processes and increasing employee
accountability.

The Internal Audit Department constantly monitored the

implementation of the recommendations advanced at
the end of the internal audit missions, the activity of the
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internal audit team supporting the consolidation of the
internal control system within the FGDB.

With the aid of specific tools, the internal audit function
contributed to increasing the efficiency and effectiveness
of the assessed processes. Progress was made in
optimising the risk management, internal control and
governance systems which were created to allow the
FGDB to fulfil its targets related to depositor protection
and ensurance of financial stability.
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The 2019 Background
and Regulatory
Framework

INTERNATIONAL FRAMEWORK

There are 37 deposit guarantee schemes in operation
across the European Union (the one in the United
Kingdom not included) as some states (such as Germany,
Austria, Italy, Luxembourg) are home to more than one
such schemes.

Over the years, their specific activities have known
constant expansion and consolidation, with the year
2008 and the financial crisis it recorded marking a turning
point. That was when an awareness emerged of the role

these institutions play in safeguarding financial stability.
As their role grew more powerful, they started being
included, within structures that vary from one country
to another, in the implementation of bank resolution
measures as well.

Depending on the scope of their activities, deposit
guarantee schemes differ in point of complexity, their
functions ranging from compensation payments when
deposits are declared unavailable to direct involvement in
funding resolution measures decided by the competent
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resolution authority and managing the
application of those measures, and/or the
administration of several categories of
funds (deposit guarantee funds, resolution
funds, investor protection funds).

As for their relationship with depositors in
the digital age, more and more guarantee
schemes in Europe use their own platforms
to handle payouts to guaranteed deposit
holders. As Chapter 1 of this Report shows,
the FGDB initiated a project to identify
and implement alternative compensation
payment methods.

With the activities of deposit guarantee
schemes expanding and growing more
complex and against the background of
the opening of the financial industry and
of cooperation in this sector, Directive
2014/49/EU on deposit guarantee schemes
was introduced to establish a common
regulatory framework at European level
and its provisions were transposed into
the national legislation of each European

Union member state. As cross-border operations
assumed greater importance and proved more
necessary, cooperation between all guarantee schemes
became essential for the smooth run of their activities.

To this end, the European Forum of Deposit Insurers and
the International Association of Deposit Insurers were
created and the FGDB is a member of both organisms.

FRAMEWORK REGULATING THE ACTIVITY OF DEPOSIT GUARANTEE SCHEMES

The regulatory framework, as well as the guidance and guidelines
for deposit guarantee and bank resolution across the European
Union consolidated further in 2019, staying on the path it had

followed in the recent period.

The FGDB, through the agency of its representatives
to various forums and working groups at European

level, engaged actively in analysing and preparing such
documents, as shown hereunder:

Opinions Delivered by the European Banking Authority

The opinions of the European Banking Authority, drafted
from a depositor protection perspective, are intended to
support the European Commission in preparing a Report
on the implementation by EU member states of Directive

2014/49/EU on deposit guarantee schemes, and also
assist it if and when preparing a proposal for a revised
Directive to be submitted to the European Parliament and
the Council. To draft the Report, the European Banking
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Authority set up a task force of which the FGDB’s General
Director is a member alongside representatives of other
guarantee schemes within the European Union. The
task force includes three subgroups - and the FGDB is
represented to all of them - "Payouts"; "Funding and
uses of funds" and "Eligibility, coverage and cooperation
between authorities". Each of these subgroups was
actively involved in formulating the opinions of the
European Banking Authority on the respective topics.

e Opinion on the eligibility of deposits, coverage
level and cooperation between deposit guarantee
schemes®

The document offers an analysis and proposals on
specific topics related to deposit guarantee, such as
coverage level, the scope of depositor protection,
transfer of contributions and cooperation between
schemes.

e Opinion on deposit guarantee scheme payouts®*

The document offers an analysis and proposals on
aspects related to repayments, such as unavailability
of deposits, the payout process, the approach
to temporary high balances or to the setting off of
liabilities fallen due, and cross-border repayments.

e Opinion on deposit guarantee scheme funding and
uses of deposit guarantee scheme funds®®

The third opinion, which was completed and published
in January 2020, is a synthesis of the conclusions
resulting from an analysis of such aspects as target
level, definition of the financial resources of deposit
guarantee schemes, the use of funds for purposes
other than payouts, payment commitments, the
strategy for investing financial resources.

The implementation of the proposals set forth in the
opinions delivered by the European Banking Authority
may lead to an amended European legislative framework
providing the prerequisites for a more rapid harmonisation
of the standards European Union member states apply in
the bank deposit guarantee sector.

In 2019, the European Banking Authority published
several other analyses, including a report on structured
deposits®. This report, which is incidental to the topic of
deposit guarantee, is based on a survey of the market for
such deposits, as well as on a mapping of the specific
regulatory and reporting requirements applicable at
national and European levels.

Guidance Papers and Studies of the European Forum of Deposit Insurers (EFDI)

In 2019, working groups within the EFDI, which included
FDGB representatives, brought out guidance papers,
studies and reports dealing with significant aspects
of the activity of deposit guarantee schemes in the

European Union, such as access to data needed to make
compensation payments, alternatives to payout in a
banking crisis, risk-adjusted contributions and, last but not
least, the implementation of regulations across the Union.

% https://eba.europa.eu/sites/default/documents/files/documents/10180/2622242/324e89ec-3523-4c5b-bd4f-e415367212bb/EBA%200pinion%
200n%20the%20eligibility %200f%20deposits %20coverage %20level %20and %20cooperation %20between%20DGSs.pdf

% https://eba.europa.eu/sites/default/documents/files/document_library//EBA%200pinion%200n%20DGS %20Payouts.pdf

% https://eba.europa.eu/sites/default/documents/files/document_library/Publications/Opinions/2020/EBA%200pinion %200n%20DGS %20funding

%20and%20uses%200f%20DGS%20funds.pdf

% https://eba.europa.eu/sites/default/documents/files/documents/10180/2551996/05de2b20-4597-46b9-b720-1b78b7c0750a/EBA%20Report %

200n%20structured%20deposits.pdf

Structured deposit means a deposit as defined in Directive 2014/65/EU on markets in financial instruments and amending Directive 2002/92/EC and

Directive 2011/61/EU.
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e Guidance paper on the creation of SCV files®”
in preparation for a repayment in the European
Economic Area®

The EFDI’s guidance note published in June 2019 aimed
to provide the institutions responsible for depositor
protection with a reference basis for defining the types
of information to be included in SCV files. The European
Union’s regulatory framework for this sector lays down
general and comprehensive obligations, all while giving
deposit guarantee schemes the flexibility needed in
implementing them. The use of these files, which include
depositor data at aggregate level, enables prompt and
effective reimbursements, all while allowing the deposit
guarantee schemes to contribute to strengthening
depositor trust, as well as financial stability.

e Quidance paper on alternative measures to
repayments to effectively resolve banking crises®

Although the national legislation of states across the
European Union amply sets forth alternative measures to
resolve banking crises, there are different interpretations
as to the use of the funds of deposit guarantee schemes
for such interventions. Starting from this observation and
from the practical issues such situation generates®, the
EFDI conducted a survey of the benefits and the legal
and operational burdens arising, at a national level,
from the application of such alternative measures in
the context outlined in Directive 2014/49/EU on deposit
guarantee schemes with regard to the possibility of using
the available financial means of a deposit guarantee
scheme, in certain conditions*!, also for the application

of alternative measures intended to prevent a credit
institution from failing.

The EFDI guidance paper advances suggestions for the
implementation of alternative measures based on the
experience of several states within the European Union.

e Updated EFDI H2C Rulebook on the application
of the provisions of the Multilateral Cooperation
Agreement referring to cross-border cooperation
between deposit guarantee schemes*, a part of the
Multilateral Cooperation Agreement between deposit
guarantee schemes in the European Union*

Throughout 2019, the EFDI working sub-groups made
efforts to improve some of the specifications this
Rulebook details in light of the European legislative
framework in force.

e [Expert paper on the actual implementation of the
system of risk-based contributions by deposit
guarantee schemes*

The paper outlines various current aspects related to the
development of risk-adjusted contribution systems. Since
the Guidelines on methods for calculating contributions
to deposit guarantee schemes of the European Banking
Authority*® operate across the board, the EFDI surveys
are intended to help guarantee schemes in specifically
defining, implementing and operationalising risk-based
systems within their national jurisdictions and also to
offer suggestions for improvement.

87SCV (Single Customer View) files are files containing individual depositor information, including the aggregate amount of eligible deposits of every
depositor, which a deposit guarantee scheme needs to prepare for a repayment.

% https://www.efdi.eu/sites/default/files/publications/efdi_non-binding_guidance_paper_-_single_customer_views_in_the_eea_-_11_june_2019.pdf
% https://www.efdi.eu/sites/default/files/publications/efdi_nbg_alternative_measures_-_public_release.pdf

“0The findings of a survey the EFDI conducted in 2019 showed that different deposit guarantee schemes applied alternative measures very differently,

depending on provisions laid down in their respective national legislation.

“Under Romania’s legislation, Article no.116 of Law no.311/2015 on deposit guarantee schemes and the Bank Deposit Guarantee Fund.

“2 EFDI H2C Rulebook (Home/Host Cooperation Rulebook) 1.0.1 Effective 1 January 2020.

“The report is available at: https://www.efdi.eu/efdi-h2c-rulebook-101-effective-1-january-2020

“ https://www.efdi.eu/sites/default/files/publications/efdi_expert_paper_-_risk-based_systems_for_deposit_guarantee_schemes_-_1_august_2019.pdf
“ https://eba.europa.eu/sites/default/documents/files/documents/10180/1199246/1bdcba31-fec8-4d27-af81-d5¢c55083a9b0/EBA-GL-2015-10_

GL%200n%20Calculation%200f%20Contributions%20DGS_RO.pdf
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e Stress simulation exercises run by deposit guarantee
schemes

In January 2019, the EFDI published an updated version
of its report®® on the stress test exercises deposit
guarantee schemes had conducted since the European
Banking Authority’s Guidelines on stress tests of deposit

IADI's Research and Guidance Papers

As a member of the International Association of Deposit
Insurers (IADI), the FGDB benefitted also from the
experience and expertise of deposit insurers of non-
EU countries thanks to both direct meetings with their
representatives and IADI research and guidance papers,
which include:

e Research paper on purchase and assumption*®

At the end of 2019, IADI released a paper surveying the
bank resolution actions taken by IADI-member or IADI-
affiliated institutions using purchase and assumption
transactions as a resolution tool. The survey, which
details the practical experience of these institutions,
gives a synthesis of the advantages of the tool, of specific
challenges and technical implications.

e The IADI’s annual survey on deposit insurance and
financial safety net frameworks

guarantee schemes came into effect in 2016, in line with
Directive 2014/49/EU. The report offers an image, at
aggregate level, of the experiences of various national
jurisdictions*’, advances proposals for further steps to be
taken and makes a detailed analysis of each type of test
that was conducted.

This annual survey, which the IADI conducted among its
members, shares information on the key characteristics
of deposit guarantee schemes. The survey results show
that national jurisdictions continue to strengthen their
deposit guarantee function and are moving towards
growing compliance with the IADI’s Core Principles
for Effective Deposit Insurance Systems, which the
Association revised in November 2014.

e The IADI’s guidance paper on the role of deposit
guarantee schemes in contingency planning and the
management of financial crises*

Starting from the role and responsibilities of deposit
insurers in managing financial crises®, the guidance
paper synthetises, based on a survey of IADI members,
information about the diverse characteristics of financial
safety nets, contingency planning, information sharing
and the management of financial crises.

e The IADI’s guidance paper on public policy objectives
of deposit guarantee schemes®’

In September 2019, a survey was launched of the
public policy objectives of deposit guarantee schemes
which was finalised on 23 March 2020 when the above
mentioned guidance paper was published providing

updated information about public policy objectives in
different jurisdictions in light of recent changes, all while
supplying, where possible, underlying reasons, as well
as recommendations for the effective application of
Principle 1% referring to the public policy objectives of
deposit guarantee schemes.

Regulations on the Resolution of Credit Institutions

As 2019 recorded no crisis situation, the Single
Resolution Board (SRB) did not have to step in with bank
resolution measures. Nevertheless, the EU's framework
for the recovery and resolution of credit institutions was
further strengthened with a view to safeguarding financial
stability.

In August 2019, the European Commission and the
Single Resolution Board signed a Memorandum of
Understanding®® to consolidate their cooperation on
the Single Resolution Mechanism (SRM), as well as on
resolution, legal regulation and communication matters.

At the same time, the Single Resolution Board published
several documents on topics of interest related to
resolution actions, with one such document dwelling
on the conclusions of a public interest assessment,
which is a significant element of the framework for bank
resolution, pinpointing the factors to be considered when
making the appraisal and explaining how to apply legal
provisions in this sector.

The Single Resolution Board updated its policy on the
Minimum Requirement for Own Funds and Eligible
Liabilities (MREL)® for credit institutions so as to bring
it in line with new European Union regulations®. The
Single Resolution Board also published its Framework for
Valuation worked out in cooperation with the European
Banking Authority®s, which aims to enhance comparability
of valuation reports prepared during the application of
bank resolution measures.

In 2019, the Single Resolution Board also launched its
first guidance, called Expectations for banks®’, which
outlines the actions credit institutions under its remit
should carry out during the resolution planning phase
to prove that they are prepared for crisis management.
This document will be supplemented by guidelines and
recommendations synthesising the best practices in the
bank resolution process in all its key aspects.

5" https://www.iadi.org/en/assets/File/Papers/Approved %20Guidance %20Papers/IADI_PPO_Guidance_Final_23032020.pdf

6 https://www.efdi.eu/sites/default/files/publications/efdi_stress_test_wg_analysis_september_2018.pdf

4 The FGDB implemented the provisions of the European Banking Authority’s Guidelines on stress tests of deposit guarantee schemes through
its Regulation no0.4/2016 on the organisation of stress test exercises by the Bank Deposit Guarantee Fund on the basis of which it ran tests of its
systems covering the following:

e files containing depositor information in preparation for a payout (run over May - June 2017);

¢ the FGDB’s operational capability to make compensation payments (run over February - May 2018);

¢ the FGDB’s funding capability (run over March - May 2019).

“https://www.iadi.org/en/assets/File/Papers/Approved %20Research%20-%20Discussion%20Papers/IADI_PnA_Research_Paper_November_
2019_final_version-for-publication.pdf

4 https://www.iadi.org/en/assets/File/Papers/Approved %20Guidance %20Papers/IADI%20Guidance % 20Paper_DI%20role%20in%20contingency
%20planning%20&%20crisis %20management.pdf

%0n this case, it refers to Principle 6: the role of deposit guarantee schemes in contingency planning and financial crisis management.
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%2 Principle 1: “The principal public policy objectives for deposit insurance systems are to protect depositors and contribute to financial stability.
These objectives should be formally specified and publicly disclosed. The design of the deposit insurance system should reflect the system’s public
policy objectives.”

% https://srb.europa.eu/sites/srbsite/files/mou_between_the_ec_and_the_srb.pdf

5 Under BRRD |, MREL is calculated as the amount of own funds and eligible liabilities expressed as a percentage of total liabilities and own funds
of the credit institution, while under BRRD I, MREL is determined as a ratio between the sum of own funds and eligible liabilities and the total risk
exposure amount reported by the credit institution — Directive (EU) 2019/879 of the European Parliament and of the Council of 20 May 2019 amending
Directive 2014/59/EU as regards the loss-absorbing and recapitalisation capacity of credit institutions and investment firms and Directive 98/26/EC.
%n May 2019, after negotiations between the European Parliament and Council that had lasted two years, a comprehensive package of measures
was adopted to mitigate risks in the European Union’s banking sector. The agreed package contains amendments to regulations referring to the
capital requirement imposed on banks, as well as to bank recovery and resolution (with BRRD Il Directive as one of the components of the package).
% https://srb.europa.eu/sites/srbsite/files/framework_for_valuation_feb_2019_web_0.pdf

5" https://srb.europa.eu/sites/srbsite/files/srb_expectations_for_banks_2019.pdf
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Also, in 2019, the Financial Stability Board published
a review of the standard on the total loss absorbing
capacity (TLAC)® to consolidate the capability to
resolve global systemically important banks that fell into
difficulty. Furthermore, a peer review was published on

bank resolution planning, which forms part of a series of
such periodic assessments of the implementation of the
standards set out in Key Attributes of Effective Resolution
Regimes for Financial Institutions®.

Stage of the Establishment of the European Deposit Insurance Scheme

The adoption in 2019 of a legislative package to reduce
risks in the European Union’s banking sector meant
an important step forward towards consolidating the
Banking Union, the completion of which also depends on
the establishment of its third pillar, namely the European
Deposit Insurance Scheme (EDIS), which is intended to
protect depositors and which is still subject to political
discussions.

DOMESTIC REGULATORY FRAMEWORK

Throughout 2019, the improvement of the regulatory
framework by introducing new specific regulations,
strategies and policies or by updating existing ones
remained the focus of attention as a means to allow
the FGDB to exercise and fulfil its legal functions and to
establish an effective procedural framework for operational
flows. Some of the most significant regulations for the
FGDB'’s activity in 2019 are referred to hereunder.

There was an update to the risk indicators used to
calculate the contributions of credit institutions and
Regulation no.1/2019 to amend Regulation no.2/2016 on
the calculation and payment of risk-based contributions
to the Bank Deposit Guarantee Fund was issued.

A Procedure for determining, communicating and
collecting the contributions of credit institutions to the
deposit guarantee scheme was also issued in 2019, when
the Risk profile and the risk-management strategy and
policies were updated.

Operationalisation of the EDIS will be high on the
Eurogroup’s agenda in 2020, as will be aspects related
to the completion of the Banking Union, in line with
decisions made during the Euro summit of 13 December
2019 and the recommendation of the Council of the
European Union on the economic policy of the euro area
of 18 February 2020.

The FGDB took one more step towards operationalising
alternative funding mechanisms in 2019 when it issued
Procedure for applying alternative funding mechanisms,
which was applied and tested as part of the stress
simulation exercise verifying the FGDB’s funding
capability.

In 2019, the FGDB also prepared a package of preliminary
procedures for internally regulating the processes in
which the FGDB may engage in the different roles it may
play during the application of early intervention or bank
resolution measures. These procedures include:

a) Provisions that are common to the FGDB’s bank
resolution procedures;

b) Procedure with respect to the FGDB’s activity as
temporary administrator of a credit institution;

c) Procedure with respect to the FGDB’s activity as
special administrator of a credit institution under
resolution;

d) Procedure with respect to the FGDB’s activity as

%8 TLAC was issued by the Financial Stability Board in November 2015 as a standard for global systemically important banks to ensure that they have
sufficient loss-absorbing and recapitalisation capacity available in the resolution process.

%The International Monetary Fund and the World Bank utilise these recommendations, together with Core Principles for Effective Deposit Insurance
Systems, in evaluations under the Financial Sector Assessment Programmes.
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shareholder of a bridge institution, of a bridge credit
institution, or of an asset management vehicle.

At the operational level, in 2019 the FGDB updated the
internal regulatory framework for business continuity
management, as well as the Regulation on the organisation
and operation of the FGDB. Furthermore, a Procedure on
communication during a payout case was issued.

In the period ahead, the FGDB aims to further improve
its operational framework based on the results of the
periodic tests of the Business Continuity Plan and to run
stress simulation exercises under increasingly complex
scenarios intended to eventually lead to a palpable action
plan.

In point of communication with the public, the FGDB
plans to increase its visibility acting on as many fronts
as possible for a more extensive dissemination of
information about its specific activities and the role of
deposit guarantee schemes in general. At the same time,
it will follow another line of action as well by arranging
further training sessions for the call-centre operators of
the credit institutions mandated to make compensation
payments. These sessions were initiated in 2019 with
a view to providing a channel of continually updated
information, in line with the latest standards.

MACROECONOMIC CONTEXT AND DEVELOPMENTS IN THE BANKING SECTOR

IN THE EUROPEAN UNION AND IN ROMANIA

In 2019, the economy of European member states
maintained a moderate pace of growth. Gross domestic
product for the year 2019 as a whole grew by 1.5 percent
in the European Union and by 1.2 percent in the euro
area®®. With a rate of 4.1 percent, Romania was on the list
of EU countries with most significant economic growth
rates.

The labour market across the European Union showed
signs of improvement in comparison with 2018 as
unemployment hit its lowest rate on record at 6.2

percent®'. In Romania, the rate of unemployment stayed
low in 2019, ending the year at 3.9 percent.

Annual inflation in 2019 remained relatively unchanged
from the previous year at 1.6 percent in the European
Union and 1.3 percent in the eurozone (shedding 0.2
percentage points on a year-on-year basis)®2. Romania
was among the European Union states with the highest
inflation, ending December 2019 with a rate of four
percent, a level exceeded only by Hungary’s 4.1 percent.

Developments in the Banking Sector in the European Union

As the European Banking Authority’s Risk Dashboard
Data as of Q3 2019 show®, risk indicators from credit
institutions in the European Union as a whole were stable
or declining, except asset quality which improved slightly.

Solvency of the credit institutions within the European
Union was almost unchanged from the 2018 level, with
Tier 1 capital ratio for all credit institutions standing at
14.6 percent in September 2019, down by 0.1 percentage
points from end-2018.

% https://ec.europa.eu/eurostat/documents/2995521/10516829/2-10032020-AP-EN.pdf/1781f16a-60f8-ea95-66c9-57b19a75b776

5" https://ec.europa.eu/eurostat/documents/2995521/10159296/3-30012020-AP-EN.pdf/b9a98100-6917-c3ea-a544-ce288ac09675

2 https://ec.europa.eu/eurostat/documents/2995521/10159211/2-17012020-AP-EN.pdf/12e497ea-cfce-c8ae-acf5-2b97b5076bal0

% https://eba.europa.eu/sites/default/documents/files/document_library/Risk%20Analysis %20and %20Data/Risk %20dashboard/Q3%202019/EBA
%20Dashboard%20-%20Q3%202019%20final.pdf — cele mai recente date disponibile
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Asset quality was adversely affected by the slowdown
in economic growth and easing lending standards,
especially in the euro area, particularly in the case of
lending to enterprises and mortgage lending. The ratio
of non-performing loans inched down to 2.9 percent in
September 2019 (losing 0.3 percentage points from the
end-2018 level). However, dispersion of non-performing
loan ratios across member states remains wide (the
highest rates were reported by Greece — 37.4 percent and
Cyprus - 21.1 percent, and the lowest by Germany and
the Czech Republic — 1.2 percent).

With the economic slowdown in the background, the
loan to deposit ratio contracted by one percentage point
against the end of 2018 to stand at 116.1 percent in
September 2019. Low interest rates continued to exert
pressure on credit institutions which showed a willingness
to engage in more risky lending operations in order to get
higher yields.

The forecasts for the profitability of the banking system
remain unpromising given the intense competition going
on in an economic environment of extremely low or even
negative interest rates which limit the possibilities of both
increasing incomes, from bank commissions included,
and identifying feasible measures to cut operating costs.
Open banking for Fintechs exerts additional competitive
pressure.

As credit institutions still remain vulnerable to cyber
attacks which may trigger significant direct and indirect
costs, advanced technology in banking and cooperation
with third party services providers have become key
elements in the banking sector as challenges arise in risk
management, personal data protection and corporate
governance.

With the purpose of strengthening the European Union’s
crisis resolution framework, the Single Resolution Board
hosted at the end of 2019 a coordination exercise with
the participation of the European Banking Authority,
the European Commission, the European Central Bank,
and representatives of national authorities. The aim
of the exercise was to enhance the efficiency of the
cooperation between European authorities at the national

and international level in the implementation of bank
resolution cases.

The Financial Stability Board, which monitored the
financial system in 2019, noted a significant progress in
the implementation of bank resolution policies at national
level.

The annual reports on funding plans and on risks and
vulnerabilities in the banking sector of the European
Union, which the European Banking Authority published
in 2019, showed that solvency ratios remained steady,
while the ratio of non-performing loans, as has already
been pointed out, stayed on the slide and asset quality
continued to improve. Deposits, though moving up at
a slower pace than in recent years, remained the main
source of funding for the banking sector.

In their turn, the analyses of the European Commission
also underscore the continued downtrend in the ratios
of non-performing loans of banks across the European
Union, which tends to approach pre-crisis levels.

The Single Resolution Fund continued to grow in 2019
when it reached almost half the target level of one percent
of the amount of covered deposits, a target size expected
by end-2023.

In April 2019, the European Commission published
a report on the application and review of Directive
2014/59/EU establishing a framework for the recovery
and resolution of credit institutions and investment firms
(BRRD1) and of legislation within the framework of the
Single Resolution Mechanism, the second pillar of the
Banking Union.

The measures adopted in May 2019 at European Union
level®* cover significant elements of the legislation on
capital and liquidity requirements and the consolidation
of the regulatory framework for the recovery and
resolution of credit institutions in difficulty. Essentially,
these are measures intended to impart greater stability
to the financial and banking system and to reduce risks
in the banking system by strengthening banks’ resilience
to shocks.

54 https://www.consilium.europa.eu/en/press/press-releases/2019/05/14/banking-union-council-adopts-measures-to-reduce-risk-in-the-banking-system/
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As previously mentioned, 2019 knew no crisis situations
requiring the application of bank resolution measures
by the Single Resolution Board. The European Banking
Authority, as a hub for the collection and dissemination
of information on crisis prevention and the resolution of
banks in distress within the European Union, receives
notifications from national resolution authorities and
from the designated authorities of some of the member

Developments in the Banking Sector in Romania

states®® referring to cases where resolution measures
were taken in relation to an institution or where funds
of deposit guarantee schemes were used. In 2019, the
European Banking Authority received only one such
notification, from Austria’s resolution authority, in relation
to the application of resolution measures to Heta Asset
Resolution AG.

“Prudential and financial indicators for the local banking sector are at adequate levels relative to
risks, its soundness remaining above the EU average, but a series of vulnerabilities persist.”

“Banking sector profitability remained high in the first three quarters of 2019. Behind this stood the
resumption in operating profit growth and the further historical low level recorded by net expected
credit losses (...). The challenges to operational efficiency and the differentiated capacity of banks to
sustain their current profitability over the long term stimulate the consolidation process. The effects
of the tax on bank assets will materialise at the end of the year into a manageable decrease in profit.”

Financial Stability Report of the National Bank of Romania®®

In 2019, Romania’s macrofinancial environment remained
favourable and the country’s banking sector maintained
its solidity and resilience to shocks. Against this robust
background, the National Bank of Romania, in its capacity
as competent authority and resolution authority, did not
have to take any bank recovery and resolution measures
as none of the FGDB-member credit institutions found
itself in trouble.

There were two notable deals in the market for mergers
and acquisitions in Romania in 2019 — the acquisition by

December 2019

Eximbank S.A. of 99.28 percent of Banca Romaneasca
S.A. from the National Bank of Greece® and the
acquisition by First Bank S.A.8, on 10 July 2019, of the
majority stake of Bank Leumi Romania S.A, a subsidiary
of Bank Leumi Israel.

At the same time, Raiffeisen Bank S.A. became the
majority shareholder of Raiffeisen Banca pentru Locuinte
S.A. with a stake of 99.99 percent. It subsequently
changed the bank’s name to Aedificium Banca pentru
Locuinte S.A.

% https://eba.europa.eu/regulation-and-policy/recovery-and-resolution/notifications-on-resolution-cases-and-use-of-dgs-funds
% Financial Stability Report of the National Bank of Romania, December 2019, no.8 (18) New Series, pp. 57, 58.
57 Eximbank S.A. completed the acquisition of Banca Romaneasca S.A. on 23 January 2020.

% First Bank is owned U.S. by investment firm J.C. Flowers & Co.
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Aggregate Indicators for Credit Institutions in Romania®

The net assets of member credit institutions stayed on the upward path in 2019 when they gained 44.1 billion lei to total
495.3 billion lei on 31 December (an annual variation of +9.8 percent in nominal terms).

On 31 December 2019, privately-owned credit institutions held 91.8 percent of total assets, somewhat less than on the
same date in 2018 (an annual variation of -0.1 percentage points). Likewise, the assets of foreign-owned or majority
foreign-owned credit institutions (including branches of foreign credit institutions) accounted for 73.7 percent of total
assets at end-2019, being 1.3 percentage points down year on year.

The profitability of the banking system remained high in 2019. Despite the decline in net profit against the previous
year, which was triggered by the tax levied on bank assets and the provisions made by housing banks, the net result
allowed ratios such as ROE’™ and ROA™ to end 2019 at 12.32 percent (an annual variation of -2.3 percentage points)
and, respectively, 1.35 percent (an annual variation of -0.2 percentage points).

The aggregate liquidity indicator on all maturity bands knew no significant shifts from the previous year and ended 2019
at 2.32 on 31 December.

The non-performing loan ratio decreased further throughout 2019, hitting its lowest in recent years at 4.08 percent at
the end of December. The decline was an outcome of a steadily improved portfolio quality, the moves in earnings, and
reasonable financing costs. On 31 December 2019, loans to households and non-financial corporations amounted to
260.8 billion lei (a seven percent increase as to the same date the previous year).

As the First Home Programme continued and the tax on bank assets was modified, loans to households soared by
7.6 percent, ending 2019 at 143.1 billion lei. In their turn, credits to non-financial corporations climbed by 6.3 percent,
standing at 117.7 billion lei at the end of 2019. By currency, total loans saw an upswing from the previous year, with
loans in the national currency posting a +9.8 percent annual variation to amount to 177.3 billion lei on 31 December
2019 and credits in foreign currencies gaining 1.5 percent and ending the year at the leu equivalent of 83.5 billion.
Thanks to these rises, the share of loans in the national currency in total credits went up by 1.7 percentage points to
68 percent on 31 December 2019.

The monetary policy rate remained unchanged at 2.50 percent all through 2019. The average interest rate on new leu-
denominated loans to households lost 0.5 percentage points to reach 7.59 percent at the end of 2019, while in the
case of new euro-denominated credits the average interest rate inched down by 0.96 percentage points to stand at
3.88 percent on 31 December 2019. The average interest on new loans in the national currency going to non-financial
corporations crawled down by 0.05 percentage points to 5.79 percent in December 2019, while the average interest
rate on new loans in euros was up 0.2 percentage points at end-2019, amounting to 2.74 percent.

Deposits from households and non-financial corporations’ remained in positive territory in 2019, having bounced up

% There were 34 credit institutions at the end of 2019, of which 27 Romanian legal entities affiliated to the FGDB, and seven branches of foreign
banks and members of the deposit guarantee schemes in their home countries.

Data on aggregate indicators for credit institutions and on loans and deposits were taken from the website of the National Bank of Romania when
this report was prepared.

YROE is calculated as ratio of annualised net income to average own capital.

""ROA is determined by dividing annualised net earnings by average total assets.
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12.6 percent by the end of the year. By currency, the average interest on new leu-denominated time deposits held by
households added 0.22 percentage points to amount to 1.98 percent at the end of 2019, while the average interest rate
on new time deposits in euros slid by 0.13 percentage points to 0.16 percent.

Non-financial corporations’ new leu-denominated time deposits with an initial maturity of more than three months and
less than six months registered the sharpest rise in interest rates (+0.47 percentage points to 3.02 percent) and so did
household deposits in the national currency with an initial maturity between six months and 12 months included (+0.52
percentage points to 3.06 percent in December 2019).

At the end of 2019, the volume of customer deposits exceeded customer loans, taking the loan-to-deposit ratio to an
all-time low of 70.98 percent at end-December 2019 (an annual variation of -2.66 percentage points).

On 31 December 2019, credit institutions, Romanian legal persons, participating in the deposit guarantee scheme of
Romania held deposits of guaranteed natural and legal persons totalling 323.9 billion lei, 11.4 percent more than at the
end of the previous year’.

Affiliated credit institutions maintained a strong capitalisation in 2019, keeping total capital ratio at 20 percent and Tier

1 capital ratio at 18.04 percent. The leverage ratio™ stayed in excess of the regulatory minimum requirement, ending
2019 at 9.16 percent.

COOPERATIVE RELATIONS AT THE NATIONAL LEVEL

In consideration of its contribution to the maintenance
of financial stability, the FGDB was granted observer
status to the National Committee for Macroprudential
Supervision (CNSM)” and its General Director attends
the meetings of the CNSM’s General Board without the
right to vote.

The CNSM took over the duties of the National Committee
for Financial Stability as an inter-institutional cooperation
structure whose fundamental goal is to contribute to
safeguarding financial stability, also by strengthening
the resilience to shocks of the financial system and by

lessening the build-up of systemic risks, thus providing
for the sustainable contribution of the financial system to
economic growth.

The mission of the CNSM is to coordinate the
macroprudential supervision of the national financial
system by developing a macroprudential policy and the
adequate tools to implement it.

The FGDB attended as observer all the meetings the
CNSM held throughout 2019. During the CNSM'’s
meeting on 11 September 2019, the FGDB briefed the

72 Data include deposits at the branches of foreign credit institutions which are members of the deposit guarantee schemes of their home countries.

S FGDB data based on reports from affiliated credit institutions.
"“The leverage ratio measures Tier 1 capital to average total assets.

*The CNSM was set up under Law no. 12/2017 on macroprudential supervision of the national financial system in line with Recommendation of the
European Systemic Risk Board on the macro-prudential mandate of national authorities (ESRB/2011/3).
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attendance on issues identified during the simulation
exercise testing its capability to provide the necessary
financial means for a repayment, as well as funds for
resolution measures, and also suggested amendments
to the relevant legislative framework.

The agenda of the CNSM’s 2019 meetings included
aspects related to macroprudential policy and systemic
risk, worsening external imbalances seen from the
perspective of macroeconomic stability, and the
situation of savings and loan institutions. Furthermore,
those meetings adopted recommendations on the
countercyclical capital buffer and the capital buffer
relating to other systemically important institutions in
Romania’, as well as the Strategy for the Implementation
of International Financial Reporting Standards (IFRS) by
Non-Bank Financial Institutions as a basis for accounting
and for the preparation of separate financial statements.

As far as bank resolution is concerned, in 2019 the FGDB
continued its cooperation with the National Bank of
Romania in preparing internal regulations applicable in

INTERNATIONAL ACTIVITY

In2019, the FGDB participated in a number of international
projects meant to improve the European legislative
framework applicable to deposit guarantee schemes, as
well as in actions taken by professional associations — the
EFDI’” and the IADI,

Since the FGDB’s General Director is both a member
of the management executive structure of the EFDI EU

situations where the FGDB may be engaged in actions
along this line decided by Romania’s resolution authority.

In November 2019, the National Bank of Romania was
the venue of a bank resolution simulation exercise. The
exercise was conducted through the agency of the
European Commission’s Structural Reform Support
Service (SRSS), with the World Bank acting as consultant.
The FGDB took part in this exercise by virtue of its
functions in bank resolution activities, according to the
law, and of its cooperative ties with the National Bank of
Romania.

Other participants in the exercise included representatives
of the Ministry of Public Finance and of the Financial
Supervisory Authority. The exercise, intended to be a
follow-up to the simulation held the previous year, tested
the possible actions authorities in Romania might take
for the resolution of a credit institution in difficulty, as
well as the cooperation and information sharing between
national and European relevant authorities.

Committee and the coordinator of the EFDI Cross-Border
Cooperation Working Group, most of the activities of 2019
focused on various aspects of the cooperation between
the deposit guarantee schemes of the European Union
member states in the event of cross-border payouts.

In 2019, deposit guarantee schemes across the
European Union hosted meetings of the EFDI Working

8 The requirement for the capital buffer for other systemically important institutions has applied since 1 January 2016 and is reassessed annually.
With the CNSM recommendations as a basis, the National Bank of Romania issued Order No. 10/2019 on the buffer for credit institutions authorised
in Romania and designated as other systemically important institutions (O-Slls), which was published in Official Gazette of Romania, Part | no. 933

of 20 November 2019 and came into effect on 1 January 2020.

According to this order, identified as falling into the “other systemically important institutions” category were nine banks, Romanian legal entities.
All these nine credit institutions are members of the FGDB and the covered deposits in their records account for 89.3 percent of the total covered

deposits affiliated credit institutions held on 31 December 2019.

"The EFDI’'s membership stands at 67 institutions, of which 54 are full members — deposit guarantee schemes — and 13 are associate members —

investor compensation schemes and other entities.

The IADI has 87 members, 9 associates and 14 partners. In 2019, five deposit guarantee schemes and an associate in Europe left IADI after a rise

in annual fees.
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Group on cross-border cooperation between guarantee
schemes. During these meetings operational aspects of
cross-border cooperation were identified and discussed
in detail, as were the treatment of special cases of
deposits, the exchange of files and information sharing
between guarantee schemes in normal times and during
a crisis, dedicated accounts for cross-border payouts,
reimbursement of the costs of repayments etc.

In light of the issues that had been identified, the FGDB
launched a survey among European deposit guarantee
schemes with a view to improving the existing database
which it administers. Early in 2020, the FGDB prepared an
extensive questionnaire to gather additional information
on the financial, operational and communication areas
necessary to clarify aspects of cross-border cooperation.
The set of questions was sent to guarantee schemes
affiliated to EFDI.

Throughout the year covered by this report, more
guarantee schemes adhered to the central secure
system EDDIES, which currently has 19 participants™.
The EDDIES complies with all requirements relative to
information sharing between deposit guarantee schemes,
as laid down in the Multilateral Cooperation Agreement
and the updated H2C Rulebook.

The FGDB, as deposit guarantee scheme of both a home
member state® and a host member state®', cooperated
with deposit guarantee schemes of other European
Union member countries to test and improve a number
of technical aspects, other than the ones detailed in the
Muiltilateral Cooperation Agreement between deposit
guarantee schemes in the European Union, referring to
possible cross-border payouts.

In response to requests from two guarantee schemes,
test exercises were run in 2019 on the FGDB’s SCV file
import capability. The aim of one of those exercises was
to check the capability to correctly import the Payout List
prepared by a guarantee scheme which has as member
a credit institution which operates a branch in Romania.

In line with a scenario agreed upon beforehand, the
second exercise tested the role of Home (the guarantee
scheme in the home country of the credit institution
whose depositors are reimbursed, which prepares the
Payout List and sends it to the guarantee scheme in
the host country of the respective branch) and of Host
(the guarantee scheme in the host country of the credit
institution whose depositors are repaid, which receives
the Payout List, reimburses depositors and sends payout
details to Home). This test was actually tantamount to a
verification of the technical capability of both guarantee
schemes to take on any of the two roles.

As in previous years, in 2019, more precisely in its last
quarter, meetings were held of the resolution colleges
organised by the Single Resolution Board for banking
groups in the eurozone, as well as for the OTP group.
FGDB representatives participated by phone in each of
those meetings.

“EDDIES became operational in January 2017 and the FGDB has been a member since 2018.
8 For one affiliated credit institution which operates branches in another European Union member state.
81n the case of the branches in Romania of credit institutions based in other European Union member countries (totalling seven at the end of 2019).
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Deposit Guarantee

EVOLUTION OF DEPOSITS IN 2019

On 31 December 2019, deposits at credit institutions
affiliated to the guarantee scheme posted a 7.7 percent
rise as to the end of 2018 totalling 372.7 billion lei, of
which 323.9 billion lei in FGDB-guaranteed deposits
(eligible deposits) held by residents (313.9 billion lei)
and non-residents (10 billion lei). Around two thirds of
the 11.4 percent annual growth of eligible deposits -
of which 85 percent was recorded in the second half
of 2019 — were accounted for by the rise in household
deposits.

Eligible deposits moved up in 2019 mainly on the back
of the upswing in leu-denominated deposits held by
residents®, which, in its turn, was triggered by both
natural and legal persons’ propensity to save in the
national currency rather than in foreign currencies. The
boost in eligible deposits was an outcome of the upward
moves of all components — natural and legal persons’
leu- and foreign currency-denominated eligible deposits,
deposits below and above the guarantee ceiling.
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At the end of 2019, eligible deposits in the
national currency held at member credit
institutions amounted to 204.7 billion lei,
having gone up 10 percent year on year.
Eligible deposits in foreign currencies
advanced by 13.8 percent, standing at
the leu equivalent of 119.2 billion on 31
December 2019, with the bulk of the total
(86.5 percent) accounted for by euro-
denominated deposits (the leu equivalent of
103 billion).

100%

Under the conditions and within
the limits laid down in legislation,
the FGDB'’s guarantee scope
includes the deposits of all
depositors, natural persons.

Structure of Eligible Deposits by Currency
on 31 December 2019

At end-2019, eligible deposits accounted for

86.9%

of total deposits at participating credit

institutions.

On 31 December 2019, 97.2% 31.8% RON
of depositors, legal entities — that is, small- and EUR
medium-sized enterprises, companies and 63.2% aBP

other similar entities — held deposits within the B CHF

FGDB’ rant .
GDB’s guarantee scope \_ 0.4% B Other currencies
4.2% 0.1% usb

At end-2019, eligible deposits in the national 0.3%
currency accounted for

63.2%

of total eligible deposits.

82 A statement of deposits with affiliated credit institutions as at 31 December 2019 is given in Annex no. 3.

8 Just as in 2018, there were withdrawals of funds by non-residents falling into the category of legal entities excluded from the scope of guarantee
which includes credit institutions, financial institutions, investment firms, insurance and/or reinsurance companies, collective investment undertakings,
pension funds, central, local and regional public authorities.
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Deposits at affiliated credit institutions

billion lei; end-period

200
175
150
125
Deposits excluded
100 from the scope
75 of guarantee

50
25 I
0

2015 2016 2017 2018 2019

Natural persons

15,227,922

guaranteed depositors, natural and legal
persons, on 31 December 2019

99%

of the total number of guaranteed depositors
were resident natural and legal persons and
their deposits at member credit institutions
amounted to 313.9 billion lei (or 96.9 percent
of the overall value of eligible deposits)

at the end of 2019.

Covered deposits in 2019 went up by 21.1 billion lei (an
annual variation of +11.1 percent), with around 70 percent
of the respective growth having been registered in the
second half of the year.

Deposits below or equal to the guarantee threshold of
100,000 euros® accounted for 84.3 percent of total FGDB-

M Eligible deposits .
in foreign currencies

Leu-denominated
eligible deposits

2015 2016 2017 2018 2019

Legal entities

Deposits covered by the FGDB accounted for
65%

of total eligible deposits at end- 2019,
that is 210.7 billion lei,
the highest level of recent years.

The increase in leu- and foreign currency-

denominated household deposits of values below
the guarantee ceiling was the source of about two
thirds of the annual rise in total covered deposits.

covered deposits on 31 December 2019, their evolution
being mainly the trigger for the year-on-year growth of
this category of deposits. Most of the eligible household
deposits were within the coverage limit and their rise had
the strongest impact on the climb in covered deposits.

80n 31 December 2019, the 100,000-euro guarantee ceiling was the equivalent of 477,930 lei.
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Half-yearly Variations of Total Covered Deposits by Categories of Depositors

billion lei
15

12

Jun.2016
Dec.2016
Jun.2017
Dec.2017
Jun.2018

At the end of 2019, holders of deposits falling within
the FGDB’s full coverage numbered 15,158,720 natural
and legal persons, accounting for 99.5 percent of the
total number of guaranteed depositors. Their deposits
amounted to 177.6 billion lei, 10.3 percent up from 31
December 2018.

Dec.2018

Total covered deposits
I Natural persons’ covered deposits
M Legal entities’ covered deposits

Jun.2019
Dec.2019

Deposits equal to or above the leu equivalent of
the guarantee threshold of 100,000 euros totalled
146.3 billion lei on 31 December 2019 (posting a 12.8
percent year-on-year growth), of which 77.4 percent, or
113.2 billion lei, in uncovered deposits.

Positioning of Eligible Deposits in Relation to the 100,000-euro Guarantee Ceiling on 31 December 2019

Uncovered
146.3 deposits
(bin. lei)

—} Application of the guarantee ceiling of 100,000 euros

113.2

(Guaranteed)
eligible deposits
=323.9bin lei

41

Covered deposits
=210.7 bin lei

mm Eligible deposits below the guarantee ceiling

Eligible deposits above the guarantee ceiling
mm Covered deposits of guaranteed depositors holding deposits below the guarantee ceiling
mm Covered deposits of guaranteed depositors holding deposits above the guarantee ceiling

Uncovered deposits
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NATURAL PERSONS’ ELIGIBLE DEPOSITS

On 31 December 2019, falling within the FGDB’s scope
of guarantee were natural persons’ deposits worth 195.7
billion lei, 10.8 percent more than at the end of the
previous year, of which 189 billion in residents’ deposits
and 6.7 billion in deposits held by non-residents. The
upswing was primarily a result of the upward trend in leu-
and foreign currency-denominated deposits of values
below the guarantee ceiling.

99.4%

is the share of deposits denominated in the
national currency, which stood at 108.5 billion lei
on 31 December 2019, in natural persons’ total
eligible deposits.

39%

of natural persons’ eligible deposits

on 31 December 2019 were held by
deposits in euros, worth a total 76 billion in
the leu equivalent.

Leu-denominated eligible household deposits headed
7.8 percent higher to reach 108.5 billion lei at the end of
2019, while deposits in foreign currency, though soaring
by 14.8 percent, amounted to the leu equivalent of
87.2 billion.

Natural persons’ deposits advanced throughout 2019
mostly on the strength of higher household disposable
incomes as Romania registered one of the fastest rates
of increase in wages across the European Union®. At
end-2019, the average net nominal wage amounted to
3,340 lei, up 13 percent from December 2018. As
compared to the year-ago period, the real wage index
stood at 108.6 percent®, while unemployment stayed
low, at an end-period rate of 3.9 percent.

Distribution of Deposits by Value Ranges

82.9%

In comparison with the previous year®, average monthly
pension in 2019 pushed 10.2 percent higher to 1,292 lei.
Furthermore, 2019 remittances from Romanians working
abroad® once again reinforced the upward trend in
household deposits.

39.6%

19.6%
19.3%

14.8%

An analysis of the 31 December 2019 data contained
in the member credit institutions’ reports to the FGDB
showed an inversely proportional relationship between
the distribution of depositors, natural persons, and the
distribution of their deposits.

6.7%

=
2
N
|
10,001-50,000 lei  50,001-100,000 lei 100,001-500,000 lei  over 500,000 lei

I 11.4%

W 26%
10.2%

0-10,000 lei

W % of total depositors ™ % of total deposits

8 https://op.europa.eu/ro/publication-detail/-/publication/d90d0bb6-8851-11e9-9369-01aa75ed71a1/language-ro/format-PDF/source-122042400
% As Press Release no. 35/11 February 2020 of the National Institute of Statistics showed, in December 2019, the average net nominal wage jumped
5.1 percent from the previous month. Its rise as to November 2019 in most sectors of the economy was mainly a result of the payment of annual
and holidays bonuses, payments in kind and of allowances, cash profit sharing or sharing of other funds, bonuses for improvements in production
or bigger receipts (depending on contracts/projects), as well as layoffs in several sectors where wages were below average.

87 Press Release n0.83/30 March 2020 of the National Institute of Statistics.

8 https://www.knomad.org/publication/migration-and-remittance-data-update-remittances-low-and-middle-income-countries-track
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Hence, the first segment groups the largest number of
depositors (82.9 percent of the total depositors included
in this analysis) holding deposits of 10 thousand lei or
less and accounting for a mere 6.7 percent of the total
deposits. The average value of a deposit is 1.1 thousand
lei. The next two segments include 14.3 percent of the
total number of depositors holding deposits ranging from
over 10 thousand lei to 50 thousand lei, and, respectively,
from over 50 thousand lei to 100 thousand lei, and
accounting for 34.4 percent of total deposits. The average
value of a deposit is 23.1 thousand lei, and, respectively,
69.9 thousand lei.

Depositors with more than 100 thousand lei and up to
500 thousand lei in their accounts take the largest share
of total deposits (39.6 percent) and account for a scant
2.6 percent of total depositors. The average value of a
deposit in this segment is 201.4 thousand lei. Of the total
number of depositors, only 0.2 percent hold deposits of
more than 500 thousand lei, accounting for 19.3 percent
of total deposits. The average value of a deposit is
1,190.5 thousand lei.

Distribution of deposits and depositors by regions*

The Bucharest-llfov Development Region

The Centre Development Region

The North-West Development Region

The West Development Region

The South-West Oltenia Development Region

The South Muntenia Development Region

The South-East Development Region

The North-East Development Region

0% 5% 10%

% deposits
| % depositors
15% 20% 25% 30%

* these development regions, which were created in 1998, do not have an administrative status, their main functions being to
coordinate regional development projects and the allocation of European Union funds to the counties they comprise.

The Bucharest-llifov Development Region, which is well
ahead of the other regions in terms of average deposit
value (26.4 thousand lei), concentrates almost one third
of deposits held by the natural persons included in this
analysis; in 2019, deposits in this region increased by
4.5 billion lei in absolute terms. Just as in previous years,
the South-West Oltenia Development Region is at the
opposite end, with the lowest value of an average deposit
(9.3 thousand lei)
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The biggest percentage gain (of 13.3 percent) of an
average deposit occurred in the West Development
Region, while the North-East Development Region
registered the smallest increase in the average deposit
(7.1 percent).

On 31 December 2019, residents’ deposits amounted to
189 billion lei, having gained 11 percent from end-2018,
and accounted for 96.5 percent of total eligible household
deposits at credit institutions participating in the FGDB-
managed guarantee scheme.
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Household Deposits at Affiliated Credit Institutions

billion lei; end-period
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Positioning of Eligible Household Deposits
in Relation to the Guarantee Ceiling
billion lei; end-period
200
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150

125
100
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0
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Eligible deposits above the guarantee ceiling
M Eligible deposits below the guarantee ceiling

2015
Total deposits

2016
Eligible deposits

Atthe end 0of 2019, covered household deposits amounted
to 172.3 billion lei, 10.3 percent above the end-2018
level and accounting for the bulk of total FGDB-covered
deposits (81.8 percent).

The rise in deposits below or equal to the coverage
limit of 100,000 euros in its leu equivalent accounts for
83.5 percent of the annual growth of natural persons’
covered deposits by roughly 16 billion lei. At the end
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196.1
195.7

I, 172.3

Structure of eligible deposits by currency

RON EUR UsD Other currencies

2019 0% 20% 40% 60% 80% 100%
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14,181,449

guaranteed depositors, natural persons,
on 31 December 2019, of which residents
account for 99 percent.

99.7%

of the guaranteed depositors held deposits
below the guarantee ceiling at the end of 2019,
therefore enjoying full FGDB coverage.

88%

of natural persons’ eligible deposits

on 31 December 2019 were covered deposits,
the majority of them at most equal to 100,000
euros.

of 2019, natural persons’ deposits within the coverage
threshold stood at 153.2 billion lei (an annual variation of
+9.6 percent) and accounted for 78.3 percent of overall
eligible household deposits.

The average value of a covered deposit held by a natural
person on 31 December 2019 amounted to 12.1 thousand
lei, nine percent more than on the same date the previous
year.

LEGAL PERSONS’ ELIGIBLE DEPOSITS

On 31 December 2019, guaranteed depositors, legal
persons, held 128.2 billion lei in deposits with affiliated
credit institutions, 12.3 percent more than at end-2018.
Of that amount, 125 billion lei were in residents’ deposits
and 3.2 billion lei in deposits held by non-residents.

The boost in the deposits of guaranteed legal entities (all
enterprises, irrespective of size) was triggered by sharper
increases in the second half of 2019 when deposits
added more than 17 billion lei (a half-yearly variation of
+16 percent), offsetting the decrease by 3.6 billion lei
recorded in the first six months of the year.

Legal persons’ deposits in foreign currencies spiralled
up 11.3 percent against the end of the previous year to
stand at the leu equivalent of 32 billion, mainly on the
strength of deposits in euros which, on 31 December

12.7%

2019, accounted for 83.5 percent (or 26.7 billion in the leu
equivalent) of total foreign currency-denominated eligible
deposits held by the category of depositors analysed
herein.

Throughout 2019, deposits in the national currency
continued to account for the bulk of legal persons’ total
eligible deposits — that is, 75 percent — being followed by
deposits in euros — 20.8 percent — and in U.S. dollars —
3.3 percent.

Legal entities’ deposits climbed in 2019 on the strength of
favourable developments in the economy, where almost
all sectors contributed to the annual growth of gross
domestic product, which was higher than throughout
2018. Nevertheless, businesses remained cautious in
making investment decisions.

is the 2019 growth rate of legal persons’ leu-denominated guaranteed deposits which amounted to

96.2 billion lei on 31 December.

Contributing to the 2019 increase in legal entitites’ deposits were deposits in the national currency above

the coverage limit of 100,000 euros.

Legal Entities’ Deposits at Affiliated Credit Institutions

billion lei; end-period
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By 31 December 2019, deposits held by resident legal
persons had shot up by 12.3 percent year on year
totalling 125 billion lei and accounting for 97.5 percent of
the overall value of legal entities’ eligible deposits. That
percentage remained static at the previous year’s level.

Legal persons’ covered deposits accounted for about
30 percent of total eligible deposits held by depositors
in this category and stood at 38.4 billion lei at the end of
2019, having moved up 15.1 percent from the year-ago
period. Unlike natural persons, legal entities mainly held
deposits above the coverage threshold.

Positioning of Legal Persons’ Eligible Deposits
in Relation to the Coverage Limit

billion lei; end-period
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25
., 1 n 1 &
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Eligible deposits above the guarantee ceiling
M Eligible deposits below the guarantee ceiling
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At end-2019, in terms of average value, an eligible deposit
below the coverage limit amounted to 24 thousand lei
(an annual variation of +10.1 percent), while an eligible
deposit above the limit stood at 3,541.2 thousand lei (an
annual variation of -1.5 percent). A covered deposit in the
segment including guaranteed legal entities was worth
36.7 thousand lei on average at the end of 2019, having
bounced up by 10.2 percent year on year.

1,046,473

guaranteed depositors, legal persons,

on 31 December 2019,

with residents accounting for 99.7 percent.

97.2%

of the guaranteed depositors, legal entities,
held deposits within the coverage limit
at end-2019.

On 31 December 2019, deposits larger than the
leu equivalent of the coverage level of 100,000
euros accounted for

81%
of legal persons’ total eligible deposits,
that is 103.8 billion lei.

PAYOUT PROCESS

In line with deposit guarantee legislation, the FGDB has an
obligation to disburse payouts to guaranteed depositors
within at most seven working days of the date deposits
have become unavailable.

The FGDB’s commitment to the shortest repayment
period set out in the European Union’s Directive on
deposit guarantee schemes evidences its permanent
concern to provide all the necessary conditions for the
effective run of the disbursement process.

The absence of bank failures and of instances of deposit
unavailability in Romania for more than a decade
notwithstanding, the FGDB has constantly focused its
attention on ensuring a permanently operational payout
system.

To this aim and in consideration of provisions laid down
in legislation on FGDB activities which stipulate that
guaranteed depositors must be reimbursed through
credit institutions mandated as agent banks, by the
end of February of each year the FGDB’s Supervisory
Board, with the approval of the Board of Directors of the
National Bank of Romania, selects® the credit institutions
to be mandated over the following 12 months to make
compensation payments in the event that deposits
become unavailable at one or several member credit
institutions.

As in recent years fewer credit institutions showed interest
in acting as mandated agent banks for the FGDB and
in consideration of the risks associated with this trend
since, under current legislation, this is the sole method of
repaying depositors, the need emerged to impart some
flexibility to the payout process in light of new guidelines
across Europe and of developments in information

In the more than 23 years of operation,
the FGDB made compensation payments
worth 512.2 million lei to holders of
guaranteed deposits at seven banks

that failed over 1999 — 2006.

Payout processes ran within the legal timeframe
and without incident and the last payout was
completed in January 2010.

technology. Against this background, the FGDB initiated a
project in 2019, which is ongoing, to implement alternative
repayment methods and concomitantly amend legislation
so as to allow such methods.

Specifically, the project looks both into options likely to
work as alternative payment methods® in Romania’s
market conditions and into the requirements to be
imposed on payment service providers (other than credit
institutions) authorised in line with the revised Directive
(EU) 2015/2366 on payment services in the internal market
(PSD2) in order to be accepted as paying agents for the
FGDB in an attempt to underpin endeavours to render the
current legal framework more flexible.

In 2019, the FGDB also issued Procedure for
communication with guaranteed depositors during
payouts intended to formalise one more component of its
operational framework.

8The selection of credit institutions to be mandated is based on conditions and criteria laid down in the FGDB’s Regulation no.3/2018; for illustrative
purposes, here are some of the criteria credit institutions must meet: their volume of eligible deposits; their placing among the first 10 affiliated
credit institutions; the size of their network of units nationwide; the absence of disputes with the FGDB; they must not be under early intervention or
resolution procedures; they must have an IT system adapted to specific FGDB requirements as well as a dedicated call-centre service.

% Bank transfer after obtaining information on the payment account held by the user through an online banking interface (the bank’s own interface
or an interface provided by an outsourcer) and postal services operators. The possible use of cards for compensation payments was discussed with
the credit institution that was granted the repayment mandate in 2019, but whether or not this is a viable solution has yet to be confirmed.
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Payout Process

Day 0 Deposit unavailability

o
T
:
L
Day 1 Payout List [v—=

F G D B The FGDB has an obligation to:

e check the payout list

e prepare the final payout list

e publish the information depositors need
to get their due compensation
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Day 7
MAXIMUM DEADLINE The payout process starts

The FGDB repays guaranteed depositors through mandated bank/banks

& AMOUNT OF DUE DUE INSTALMENTS
DEPOSITS INTEREST AND commissions FGDB-MANDATED BANK

€ 100,000 COVERAGE LIMIT

NATURAL AND LEGAL PERSONS
PER DEPOSITOR, PER BANK

€ 1 O0,000 HIGHER COVERAGE LIMIT

NATURAL PERSONS
PER DEPOSITOR, PER BANK

For a period of 12 months after the amount has been
credited to an account for deposits for certain special
deposit categories
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FGDB MEMBERSHIP

The FGDB guarantees deposits held at all credit
institutions authorised by the National Bank of Romania®,
including the deposits taken by their branches abroad.
On 31 December 2019, 27 institutions, of which 24
credit institutions, two savings and loan institutions
and a cooperative credit organisation (central body
and affiliated cooperatives)®? contributed to the deposit
guarantee scheme.

Every year, the FGDB conducts inspection visits at the
headquarters of all affiliated credit institutions to verify
their reports on the deposits they hold, as well as the
procedures they follow to inform depositors about deposit
guarantee. The main goal of these checks is that both the
FGDB and the institutions in its membership work to put
conditions in place for an effective run of the repayment
process, the appropriate classification of deposits in
terms of FGDB coverage and the dissemination of reliable
information about the protection the FGDB affords to
depositors.

The 2019 controls concentrated on:

i. the accuracy of the data participating credit institutions
reported ahead of the calculation of the 2019 annual
contributions to the deposit guarantee fund,

ii. the accuracy of the data which member credit
institutions included in the Payout List prepared for
30 June 2019,
the accuracy of the data sent to the FGDB during
an exercise that tested the capability of nine credit
institutions to prepare and deliver the Payout List at
a date other than the last day of the first semester of
2019,

as well as on compliance with legal provisions in regard
to the information of depositors.

The inspection visits carried out in 2019 at the
headquarters of the 27 affiliated institutions revealed a
considerable improvement in the quality of reported data

and identified fewer inaccuracies in terms of entries into
the Payout List.

The way in which depositors were provided with
information was verified at 50 units of member credit
institutions in Bucharest and Cluj-Napoca, with focus on:

¢ information of depositors about the deposit guarantee
scheme and about exclusions from coverage;

e records containing the information depositors receive
in relation to deposit guarantee and to the method
of calculating due compensation before they sign a
deposit contract;

¢ fulfilment of the obligation to include in depositors’
each statement of account a confirmation that
their deposits are eligible and to refer them to the
standardised information sheet, in line with legal
provisions.

Where inaccuracies were found, measures and deadlines
were set for their correction, with the FGDB closely
monitoring both the way in which identified shortcomings
are overcome and compliance with legal provisions.

In consonance with the FGDB’s 2078-2020 Action
Plan which aims to promote its public image and raise
the level of public awareness of its role in maintaining
financial stability, in 2019 the FGDB conducted a second
supplementary inspection visit to assess depositor
information procedures at units of its member credit
institutions in the central and western part of Romania®.

During this second supplementary inspection, the FGDB
evaluated the methods whereby credit institutions
provide existing and potential depositors with information
on the deposit guarantee scheme and on the categories
of deposits excluded from coverage, as well as the
availability of the FGDB poster and of the List of Deposits
Excluded from Coverage inside the units of credit
institutions nationwide.

9 The branches in Romania of credit institutions based in other member states are affiliated to the deposit guarantee schemes in their home

countries.

9 The List of FGDB-Member Credit Institutions as at 31 December 2019 can be found in Annex no. 4.
% The first such verification was carried out in 2018 in the central and eastern part of Romania.
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As many as 84 units (branches, agencies, second
business locations) of 20 credit institutions in 13 localities
situated in seven counties (Gorj, Hunedoara, Bihor, Arad,
Timis, Valcea and Arges) were verified. Deficiencies were
identified in 15 of the 84 units checked and some of them
were remedied on the spot. In most cases, they had to
do either with the absence of information on deposit
guarantee or with information in need of updating.

On the upside, more than half the units visited during the
supplementary inspection (55 to be more precise) offered
depositors more deposit-guarantee-related information
than the applicable legislation requires.
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FGDB-Managed
Financial Resources

In 2019, the FGDB’s Funding Policy, approved by
the National Bank of Romania, followed a cautious
approach aiming to reach a level of 3.0 percent to 3.3
percent of covered deposits on the one hand and, on the
other hand, to sustain a balance between maintaining
an adequate amount of financial resources and keeping
the total contributions from member credit institutions
within reasonable limits.

Throughout 2019, the bulk of the FGDB’s financial
resources came from the contributions of the credit
institutions affiliated to the deposit guarantee fund® and
the bank resolution fund® and also from the reinvested
profit resulting from investments of available resources
in line with the annual strategy for the investment of
financial resources®.

On 31 December 2019, the financial resources of the
deposit guarantee fund and of the bank resolution fund
totalled 7,625.8 million lei®”, having added 751.5 million
lei to the end-2018 level (an annual average growth of
roughly 11 percent) and continuing their move upwards
with a favourable impact on the FGDB’s capability to
fund legally stipulated measures providing for depositor
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protection and the maintenance of financial
stability.

Both funds have an ex ante funding
mechanism in  which member credit
institutions pay risk-adjusted contributions
and both have gradually accumulated
financial means thanks to the absence of
events requiring the use of their resources®.
Such circumstances allowed the deposit
guarantee fund to exceed the minimum
target level set under European Union
regulations. Consequently, on 31 December
2019, the FGDB boasted one of the highest
coverage levels registered in the European
Union - that is, three percent — which is
significantly higher (by almost four times)
than the 0.8-percent target level the Union’s
deposit guarantee schemes must reach by
2024.

Similarly, the bank resolution fund followed
an upward path in the four years of operation,
reaching a level of 0.7 percent of covered
deposits on 31 December 2019 (the target

e

level for all EU states was set at one percent, with a 2024
deadline).

Operations related to building up, investing and using
financial resources in order to guarantee deposits and to
fund bank resolution measures are registered as distinct
entries in the FGDB’s accounting records. Both the

financing sources of the two funds and the use of their
financial resources are firmly established by law. In its
capacity as deposit guarantee scheme and administrator
of the bank resolution fund, the FGDB covers its
operating expenses exclusively from revenues arising
from investments of the available financial resources of
the two funds, which makes it financially independent.

% Deposit guarantee fund resources are used to compensate guaranteed depositors and to fund resolution measures which, once applied, grant
depositors’ continuous access to the money they keep with credit institutions under resolution.

% The bank resolution fund was set up on 14 December 2015, when Law n0.312/2015 came into effect, by taking over the financial resources of the
bank restructuring fund which ceased operation.

The bank restructuring fund had been created in January 2012 to compensate persons adversely affected by restructuring measures applied during
special administration procedures or following stabilisation measures decided by the National Bank of Romania and to finance the stabilisation
measures. Its initial resources were the financial means that had accumulated in the special compensation fund, set up at the end of 2010 to
compensate persons negatively affected by measures proposed and implemented during special administration proceedings. Eventually, the bank
restructuring fund was financed by the annual fees of member credit institutions calculated as not more than 0.1 percent of the non-guaranteed
liabilities as at 31 December of the year immediately preceding the year in which payment was due.

% In 2019, there were no inflows from recovered claims for payouts to depositors of failed banks or from the FGDB’s fees as court-appointed
liquidator.

9 Including the amount of the profit made in fiscal year 2019 which went to each of the two funds, according to legal provisions.

% Last time the financial resources of the deposit guarantee fund were used for reimbursements was in 2007 when a bank filed for bankruptcy. As
for the bank resolution fund, there were no instances demanding its intervention since its creation in 2015.
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Funds Administered by the FGDB

¢ annual contributions
from credit institutions

e revenues from investments
of financial resources

e extraordinary contributions
from credit institutions

e recovered claims

® |oans from credit institutions,
financial companies
and other institutions

e |oans from other deposit
guarantee schemes

e Government loans
In exceptional cases where
the FGDB’s financial resources might
prove insufficient, the Government,
through the Ministry of Public Finance,
covers the shortage offering a loan
within five working days at the most
of the date of the FGDB'’s request.

¢ annual contributions
from credit institutions

e revenues from investments
of accumulated financial
resources

e extraordinary contributions
from credit institutions

e [oans and other forms of assistance
from credit institutions, financial
institutions or other third parties

e |oans from resolution funding
mechanisms within the
European Union

e [oans from the Government

Resources Administered by the FGDB Since Its Creation to 31 December 2019
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In order to fulfil the responsibilities assumed under the law,
the FGDB may resort to internal resources, but then also
to external®/alternative funding sources, such as loans
from credit institutions, financial institutions, other deposit
guarantee schemes or from the Government'®, or, in the
case of resolution measures, from other resolution funding
mechanisms within the European Union.

In 2019, the FGDB’s financial resources and the total value
of covered deposits increased at a rather similar pace
(an annual variation of +11 percent and of +11.1 percent
respectively).

In 2019, affiliated credit institutions paid contributions to
the two FGDB-managed funds totalling 536.4 million lei, to
which added were inflows worth 214.9 million lei resulting
from the FGDB’s profit from investments of financial

resources, which was distributed in compliance with the
law.

In 2019, in compliance with the applicable legislation and
the FGDB’s annual strategy for the investment of financial
resources, which was approved by the National Bank of
Romania, financial means were invested in consideration of
the need to mitigate risk, diversify investments and ensure
liquidity, with focus also on yields, but as a complementary
goal.

The FGDB managed the available financial resources
cautiously in 2019, maintaining a low-risk profile by keeping
to the two basic characteristics of the investment portfolios
of the deposit guarantee scheme and of the bank resolution
fund — adequate diversity and diminished risk.

% Starting with the early years of operation, the FGDB had to repay guaranteed depositors and therefore had to resort to loans from the National
Bank of Romania, in compliance with legislation in force at that time, to ease the shortage of internal resources and fund payouts to depositors of
Bankcoop and Banca Internationala a Religiilor after both banks had filed for bankruptcy in the first half of 2000. By 2005, the FGDB had paid back
those loans.

1% According to Law no. 311/2015, in exceptional circumstances when: (i) the available financial resources of the FGDB, as a deposit guarantee
scheme, are insufficient to fund either payouts or resolution measures or (ji) the financial resources of the FGDB-administered bank resolution fund
are not sufficient to finance measures for the resolution of credit institutions, in line with applicable legislation, the Government, through the Ministry
of Public Finance, lends the FGDB the amount it needs within at most five business days of the date of the request. As the first chapter of this report
pointed out, actions for the conclusion of a Protocol on Funding between the Ministry of Public Finance and the FGDB are about to be finalised. The
protocol will establish a framework for action to access Government loans or Government-backed guarantees, in keeping with legislation in force.

The Bank Resolution Fund

e funding of resolution measures to be applied to credit
institutions, in compliance with legislation and according
to decisions made by the National Bank of Romania
in its capacity as the resolution authority

e |oans to other resolution funding mechanisms
within the European Union

The Deposit Guarantee Fund

e payouts to guaranteed depositors

e funding of the resolution measures applied to
FGDB-member credit institutions, in line with
decisions reached by the National Bank of Romania
in its capacity as the resolution authority

e |oans to other deposit guarantee schemes
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FGDB-Managed Financial Resources and the Value of Covered Deposits

8,000
7,000
Financial resources of the deposit guarantee fund (million lei) (left-hand scale)

6,000 mmm  Financial resources of the bank resolution fund (million lei) (left-hand scale)
—— The value of covered deposits (million lei) (right-hand scale)
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The FGDB’s Total Funds and Liabilities
Since Its Creation to 31 December 2019

million lei

8,500
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M The FGDB’s fee for

4,500 its activity as liquidator
4,000 W Recovered claims
3,500 from failed banks
3,000 [ The FGDB’s profit allocated to
2500 increase the financial resources

' of the deposit guarantee fund
2,000 and of the bank resolution fund
1,500 Contributions from banks
1,000 Payouts and outflows of other

500 financial resources (the FGDB

0 made the last payments of interest
on loans taken to compensate Bankcoop
-500 and BIR depositors in 2005; the last
-1,000 repayments were made in 2007)
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To be able to keep liquidity at an adequate level, the FGDB
permanently maintained a monthly liquidity reserve of 10-
20 percent of the available financial resources of both the
deposit guarantee scheme and the bank resolution fund.
Liquidity management was optimised by increasing the
share of financial instruments classified as trading securities
to around 13 percent at end-2019, so as to attain a safe
level of liquid financial resources. Furthermore, investment
decisions were based also on considerations that had to do
with the impact of the marking to market of these financial
instruments.

In 2019, the FGDB further diversified the structure of its
investments of the financial resources of the two funds it
manages with the aim of achieving the highest possible
granularity, to which end it pursued a strategy intended
to identify new eligible counterparties and instruments.
Accordingly, bonds issued by international financial
institutions, other foreign institutions and foreign credit
institutions meeting the eligibility criteria laid down in the
annual investment strategy gained ground against bank
deposits. The resulting investment structure showed in
the FGDB'’s significantly lower exposure to member credit
institutions on the one hand and in a smaller direct impact
on the internal market on the other hand.

Moreover, the FGDB resorted to repeated adjustments of
the structure of its exposures — by counterparties, types of
investments and maturities — depending on actual market
conditions and the results of internal risk assessments
and in compliance with the guidelines set under its annual
strategy for the investment of financial resources.

In monitoring counterparty risk in the case of credit
institutions authorised by the National Bank of Romania,
the FGDB uses an updated assessment methodology
which includes the adjustments made by the National
Bank of Romania as part of the Supervisory Review and
Evaluation Process (SREP) and assumes a large number of
the indicators that are being used when calculating annual
contributions to the deposit guarantee scheme. Such risk
assessments are prepared every three months based on
the data that credit institutions report to the central bank.
The FGDB has access to those data under its Cooperation
Agreement with the National Bank of Romania.

Additionally, in order to manage counterparty risk the
FGDB monitors the credit ratings assigned by international
credit rating agencies (S&P, Moody’s, Fitch) to the foreign
credit institutions, international financial institutions and
other financial institutions to which it is exposed to ensure
compliance with the provisions of the investment strategy
currently in effect.

The use of these monitoring tools allowed the FGDB to
assume an active management of the two portfolios and
to adjust the structure of its investments depending on
the risk ratings it had determined for credit institutions in
Romania and on the ratings assigned by international rating
agencies to the other categories of counterparties so that
they would stay within the maximum acceptable levels of
risk.

For each of the two portfolios, the annual investment
strategy provides for a system of exposure limits set by
types of issuers/counterparties, financial instruments,
maturities and currencies. From a tactical point of view,
the application of provisions under the FGDB’s strategy
for the investment of financial resources was based on
its decisions intended to maintain a balanced structure of
the investment portfolio — in the case of both the deposit
guarantee scheme and the bank resolution fund — adjusted
to developments in the financial-banking market.

The FGDB’s Financial Resources in 2019
(percentages by categories)

4.6%
2.4%
’2.8%

90.2%

Available funds on 31 December 2018

B Banks’ annual contributions to the to the deposit guarantee fund for 2019
Banks’ annual contributions to the bank resolution fund for 2019

B Reinvested profit

By mitigating the risk of exposure to credit institutions
participating in the guarantee scheme, in keeping with
the targets laid down in the strategy for the investment of
financial resources, the FGDB lowered the level of exposure
to those institutions to almost half, from 18.58 percent at
the end of 2018 to 9.14 percent on 31 December 2019.
During 2019, the average invested capital amounted to
7,356.1 million lei, that is 8.6 percent higher than in 2018.

Structure of the FGDB'’s Overall Investments

58.83%
18.58%
2018
Government
securities
Deposits
m Bonds
64.55%
9.14%
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THE DEPOSIT GUARANTEE FUND

The financial resources of the deposit guarantee
fund (which include the reinvested 2019 profit worth
177.8 million lei) amounted to 6,233.1 million on
31 December 2019, having added 8.4 percent
(or 523.2 million lei) to the year-ago level.

The FGDB has planned to collect total annual contributions
to the deposit guarantee fund worth 569.9 million lei over
the period 2018 - 2020, setting yearly target levels. The
targeted amount scheduled for 2018 worth 104.4 million lei
was reached, while the level planned for 2019 amounting
to 348.9 million lei was exceeded by 0.7 million lei. The
remaining 116.6 million is to be collected in 2020. In
breaking down these targets, a countercyclical approach
was applied, with higher contributions to be paid when
circumstances in the banking system in Romania were
favourable. On an aggregate basis, such an approach
helps to maintain an adequate coverage level.

The sliding scale method, which has made the basis of
the calculation of risk-adjusted contributions to guarantee
schemes since 2017, was reviewed in 2019, with a
number of indicators renamed in line with the terminology
of the EU relevant legislation. The reviewed version of the
calculation method is in consonance with the European
Banking Authority’s guidelines on risk-based contributions
to deposit guarantee schemes and was approved by the
National Bank of Romania, according to legal provisions
in force'!.

On 31 December 2019, the FGDB registered a deposit
coverage level of three percent, which secures it a leading
standing among its peers. The respective percentage
corresponds to financial resources worth six billion lei
or so which could cover payouts to depositors of any of
the affiliated credit institutions that does not fall within
what the National Bank of Romania identifies as “other
systemically important institutions (O-Slls)”1%2,

9" The reviewed version was transposed into Regulation no. 1/2019 amending Regulation no. 2/2016 on the calculation and payment of risk-based

contributions to the Bank Deposit Guarantee Fund.

Financial Resources of the Deposit Guarantee Fund
in 2019 (percentages by categories)

91.5%

Available financial resources on 31 December 2018
B Banks’ annual contributions to the deposit guarantee fund in 2019
B Reinvested profit

Structure of the FGDB’s Investments of
Deposit Guarantee Fund Resources

m Government
securities
Deposits

= Bonds

192 See footnote 76 to Chapter 2 — The 2019 Background and Regulatory Framework.
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THE BANK RESOLUTION FUND

The financial resources of the bank resolution fund (which
include the reinvested 2019 profit worth 37.2 million lei)
stood at 1,392.7 million on 31 December 2019, soaring
19.6 percent (228.3 million lei) from end-2018; the
financial resources of the bank resolution fund reached
0.7 percent'® of covered deposits at the end of 2019,
slightly higher than the year-ago level.

The National Bank of Romania, as the resolution authority,
sets the level of annual contributions to the bank resolution
fund for each credit institution according to its risk profile.
In 2019, the FGDB collected contributions totalling
186.8 million lei.

Financial Resources of the Bank Resolution Fund
in 2019 (percentages by categories)

13.4%

83.9%

Available financial resources on 31 December 2018
[ Banks’ annual contributions to the bank resolution fund in 2019
W Reinvested profit

Structure of the FGDB'’s Investments of Bank Resolution Fund Resources

m Government
securities
Deposits

m Bonds

14.52%

% The EU Directive on bank recovery and resolution stipulates that a target level of one percent shall be attained in all member states by 2024.
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Liquidation of Failed
Banks

RESULTS OF THE LIQUIDATION PROCESS
AT BANKS WHERE THE FGDB IS CREDITOR
OR LIQUIDATOR

In implementing its statutory mandate, the FGDB
compensated depositors of banks that failed over
1999 - 2006, namely Banca Comerciala "Albina" S.A.,
Bankcoop S.A., Banca Internationala a Religiilor S.A.,
Banca Romana de Scont S.A. (BRS), Banca Turco
Romana S.A. (BTR), Banca "Columna" S.A. and Nova
Bank S.A."% and eventually joined the body of creditors
of these institutions being subrogated to the rights of the
repaid depositors.

In 2002, while fulfilling an extended mandate granted
under the legislation in effect at that time, the FGDB
became the liquidator of BRS and BTR under a court
appointment and it will continue to play that role until
ongoing bankruptcy proceedings for the two banks are
completed'®.

At the end of 2019, the FGDB was still monitoring five
failed banks in its capacity as creditor'® of three of them
and as liquidator'®” of the other two.
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The FGDB as Creditor

Bankcoop S.A. - The bankruptcy
process, initiated on 8 February 2000,
lasted until 5 November 2019, when
the court of first instance (syndic judge)
ordered the closure of the proceedings.
The FGDB and the General Directorate
for the Administration of Large Taxpayers
filed appeals against the closure of the
Bankcoop S.A. bankruptcy procedure,
which are now pending at the Bucharest
Court of Appeal (it should be pointed
out that the syndic judge’s decision
on the closure of the Bankcoop
S.A. bankruptcy process is final and
enforceable and the filing of the appeals
does not stay it).

Banca Internationalda a Religiilor S.A.
(BIR) - bankruptcy proceedings, which
opened on 10 July 2000, are expected
to end in about two years
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e Banca “Columna” S.A. - bankruptcy procedures
opened on 18 March 2003 - the FGDB has a small
unsecured claim and holds no assurance of payment

given the existence of a budgetary claim of very high
value which has priority.

The FGDB as Liquidator

e Banca Turco Romana S.A. (BTR) - went bankrupt
on 3 July 2002 - a case reminding of BRS; after 10
years of litigations, a final judgement was handed
down on 25 May 2012 whereby the court ordered five
former administrators to pay civil damages for the
bankruptcy; at the end of 2019, operations to recover
that claim were under way abroad

e Banca Romana de Scont S.A. (BRS) - the bankruptcy
process started on 16 April 2002 - after almost 12
years of litigations, a court final judgement of 22 March
2018 was enforced in 2019 ordering compensation
for damage caused by bank embezzlement which
pushed it into bankruptcy

%4 Nova Bank S.A was the only credit institutions to go into administrative liquidation. On 22 August 2006, the National Bank of Romania decided
its dissolution followed by liquidation and on 4 September 2006 appointed the FGDB as sole liquidator. The FGDB’s sole liquidator mandate was
short-lived as the bank was forced into bankruptcy on 9 November 2006.

% Following amendments to governing legislation on 14 December 2015, the FGDB may no longer act as court-appointed liquidator.

% Banca Comerciald "Albina" S.A. bankruptcy proceedings ended in 2012.

97The FGDB ceased to be a creditor of Nova Bank in 2007, following an assignment of claim agreement with another creditor, as well as of the banks
where it had acted as liquidator since it had recovered its claims in full (in 2004 from BRS and in 2011 from BTR).
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Cumulative Data on Claims Against the Failed Banks Evolution of the Number of Failed Banks’ Debtors

Total number of debtors

In 2019, most of the overall receipts of the failed banks

- S . L . Total number of debtors on Total number of debtors **
Total claims Total recovered claims where the FGDB is either creditor or liquidator resulted Failed bank e e e removed from on 31 December 2019
(body of creditors) 331 million lei from sales of immovable property (more than 59 percent), accounting records
1,001 million lei while the bulk of expenses went to personnel wages 1
Claims recovered by the (58 percent of total spending). 1. Bankcoop* 14,716 14,704
The FGDB’s claims = FGDB = 176 million lei
; 2. BIR 22,416 22,339 77
513 million lei (a claim recovery ratio of Ar:‘ tf;ellcurrent stage of prociduri?, als,sets Ielflt behhlmd r?t
34.31% of total claims) tle. ailed bﬁn ; tare generally C‘lclh icult totse , I\g/ |edt/ e 3. BRS 232 290 12
- claims are hard to recover as they are too old and/or
Claims recovered by litigation-related. As chances of recovering claims and Lo L 1,286 Ll -
Other creditors’ claims = $ther C'Irlfedltlor.s = realising assets had lessened, none of the failed banks TOTAL 38,650 38,545 105
488 million lei 55 mifiion fel . distributed funds to its creditors in 2019.
(a claim recovery ratio of * data until 30 September 2019, according to the updated final report on the closure of the bankruptcy proceeding.
31.77% of total claims) ** in the case of Banca "Columna" S.A., the only available data on debtors refer to their number — namely, seven — on 31 December 2019.
Total 2019 Receipts and Expenses of Failed Banks The claim recovery ratio — as a percentage of Total receipts, expenses and funds for distribution to creditors as at 31 December 2019:
- S total outstanding claims worth 1,001 million lei
. otal receipts jTotal expenses — stood at 33.07 percent. Failed Total Co Total Total
Failed bank (thousand lei) il (thousand lei) P bank claims to Toltil I('jqu'da.t'?n; of which: liquidation- funds
recover re(?hzusraeszl?ei? related allotted for
1. Bankcoop* 1 35 ggt;h; recovered claims assets sales other receipts (thegl?:annsj ISei) ?{itg:su;&n
2.BIR 398 288 . . _ bankruptcy| o o lei)
3. BRS 07 619 As in previous years, jche failed banks where thg FG!DB (thousand 5 o || vaue | %or . ] 5 o
acts as creditor or liquidator stayed focused on trimming lei) . 52 9 value | %of || value | % of ; S
: : « € & ||thousand  fotal 1% of total (thousand| total ||(thousand| total o €8
4.BTR 203 425 down their debtor portfolios. However, by 31 December = 2< lei)  |claims to| receipts ) receipts|| o) receipts| = 29
5. Banca "Columna" 856 %6 2019, the number of debtors in the recorc_ls of the failed ‘g °r recover g °
banks had decreased only modestly (by five percent) to
TOTAL 1,485 1,463 105 from 111 at the end of the previous year. 1.Bankcoop? || 250,050 || 155,462 1|| 92008 3680 | 59.18|| 57,496 36.98 5958  3.84 || 62,686 35 98,047
* data until 30 September 2019, according to the updated final report on the closure of the bankruptcy proceeding 2.BIR 213,982 || 175,186 398 || 138,121 64.55 78.84 23,559 | 1345 13,506 7.71 81,943 288 95,635
3.BRS 37,750 || 38,674 27| 17,958 | 4757 | 4643 || 16423 | 4247 || 4293 11.10|| 19,115| 619 18,130
. . . . )
Structure of Failed Banks' Receipts Structure of Failed Banks’ Expenses 4.BTR 227,480 || 66,148 203 || 13993 | 615 21.16| 31,899 | 4823 || 20256 30.62| 18,165| 425 45,506
5.B
- - Coﬁ’:gia,,s) 856 . . . . . . . .| 9 50208
‘ TOTALY 729,262 || 435,470 | 1,485 || 262,080 3594 | 60.18 | 129,377 | 29.71 || 44,013 | 10.17 | 181,909 | 1,463 || 307,616

" Net value (free of VAT or other deductions, as the case may be).
2 Liquidation-related data until 30 September 2019, as supplied by the liquidator of Bankcoop S.A. in the updated final report on the closure of the
bankruptcy proceeding (Note — Under Decision no. 6174 of 5 November 2019, the syndic judge approved the updated final report prepared by the
50% o liquidator and closed the Bankcoop S.A. bankruptcy case, ordering its deregistration from the Trade Register Office of the Bucharest Court).
9 Cumulative data on the receipts and expenses of Banca "Columna" are not available.
4 Total liquidation-related receipts, including Banca Comerciala "Albina" S.A. and Nova Bank S.A., amount to 470,784 thousand lei (recovered claims

Sales of immovable property Personnel salaries, including social security costs h 278.926 th d lei | i 142 482 th d lei and oth . h 49.376 th d lei I d
B Recovered claims Spending on third party services worth 278, thousand lei, asset sales totalling s thousand lei and other receipts wort ,376 thousand lei), overall expenses stand at
M Other receipts (including interest on investments) W Other liquidation-related expenses (including the liquidator’s fee) 192,859 thousand lei, and the funds allotted for distribution total 331,024 thousand lei.
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Banca Roméana de Scont (BRS)

Despite the 2,051 thousand lei in hand and at bank on
31 December 2019, BRS was unable to distribute any
funds to its creditors as its assets remained under
precautionary seizure',

Since the maintenance of the precautionary seizure,
which actually blocks sales of the banks’ assets as part of
liquidation proceedings, fails to comply with special legal
regulations and the principles of insolvency legislation, in
January 2020, the BRS petitioned the Bucharest Tribunal
for an injunction lifting the precautionary seizure and
allowing sales of seized assets, with the proceeds from
the sales deposited into the BRS’s account and available
to the court (with the exception of amounts intended to
cover spending related to the bankruptcy proceeding). A
hearing was scheduled for 14 May 2020.

Throughout 2019, further measures were taken to
satisfy the claim set out in the enforceable title obtained

By 31 December 2019, receipts from the total
outstanding claims in accounting records on the
date of bankruptcy (76 April 2002) had reached
17,958 thousand lei, accounting for a claim
recovery ratio of 48 percent.

The funds distributed to BRS’s creditors before
the application of the precautionary seizure in
2011 totalled 18,130 thousand lei, satisfying
47 percent of the body of creditors — the highest
level of creditor satisfaction among failed banks.

in March 2018 following the resolution of the criminal
case concerning the embezzlement of BRS'®, and their
implementation is expected to have a positive impact on
claim recovery actions.

Structure of BRS’s Receipts and Expenses in 2019

Receipts'®

H Interest
| Recovered claims

Expenses

24%

-

Personnel wages,
74%, including social security costs

Spending on third party services
I Other liquidation-related expenses

1% Assets worth around eight million lei were seized in 2011 as part of a criminal case concerning damage caused to RAFO S.A. and the seizure will
be maintained pending a court ruling on the action for damages which that company brought against BRS. On 4 November 2014, the Bucharest
Tribunal adjourned the matter until the BRS bankruptcy process ends.

19 The Bucharest Court of Appeal resolved the case on 22 March 2018 when it rendered Judgement no. 424/A, after partially reversing the Bucharest
Tribunal’s Judgement no. 764 of 11 May 2015 and remanding the case for reconsideration on the merits. Under the final judgement, BRS obtained
the requested amount of civil damages for the bank’s failure, that is 93,526 thousand lei (three times more than the amount awarded under the
decision of the court of first instance).

101n 2019, BRS’s receipts amounted to 27 thousand lei, of which 23 thousand lei resulting from recovered claims and four thousand lei coming from
investments.
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Banca Turco Roména SA (BTR)

From bankruptcy date (3 July 2002) to 31 December
2018, claims worth 13,993 thousand lei, accounting for
six percent of total claims, were recovered. In 2017, a
first tranche of 8,724 thousand lei was recouped from of the claims in its records on the date of
the bank’s main debtor''". Claim recovery operations bankruptcy, claims against its main debtor not
continued, outside the country included, and were included.

ongoing at the end of the year covered by this Report.

By end-2019, the BTR had recovered 29 percent

By 31 December 2019, 45,506 thousand lei
had been distributed to BTR’s creditors, which
accounts for a level of creditor satisfaction of
41 percent.

On 31 December 2019, BTR’s largest claim — the civil
damages for the bank’s failure awarded under Judgement
no. 1083/R of 25 May 2012 of the Bucharest Court of
Appeal - including accrued interest and outstanding
recoveries — amounted to 112.1 million USD and
21.8 million EUR and accounted for more than 99 percent
of the portfolio of outstanding claims.

and abroad (in consideration of the cross-border nature
Starting September 2012, the FGDB, as liquidator of  of the matter, given the Turkish citizenship of four of the
BTR, initiated actions to recover that claim both at home  five codebtors).

Structure of BTR’s Receipts and Expenses in 2019

Receipts'’ Expenses

49%

42%

Personnel wages,
48% including social security costs

Spending on third party services
= Other liquidation-related expenses

H |nterest
Asset sales
B Recovered claims

1 According to BTR’s accounting records, taken over from the liquidator when the bankruptcy process opened, its main debtor was Bayindir Insaat
Turizm Ticaret ve Sanayi AS, a company whose accrued debt amounted to 52.9 million USD and 10.2 million EUR, accounting for 92.08 percent
of total claims on 3 July 2002. The BTR brought a civil action against the five former administrators of the bank, as part of the criminal case for the
fraudulent transfer of BTR’s funds to banks abroad to serve as guarantee/collateral for the benefit of the aforesaid company. In 2012, it obtained a
final judgement ordering the five administrators to pay civil damages for the BTR’s failure amounting to 59.4 million USD and 11.3 million EUR plus
legal interest. The decision on enforceable title served by the court showed in the BTR’s accounting records where the five former administrators
were registered as collective debtor and by substitution with Bayindir Insaat Turizm Ticaret ve Sanayi AS became the bank’s main debtor.

2|n 2019, BTR’s receipts stood at 203 thousand lei, of which 100 thousand lei from asset sales, 52 thousand lei from recovered claims and 51 thousand
lei from interest on investments.
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The highlight of relentless work in Switzerland over
October 2013-November 2016 was the recovery by BTR
of 2.06 million CHF''® in the first quarter of 2017.

Based on a litigation funding arrangement valid since
October 2016, BTR benefits from a strategy for identifying

RECOVERY OF THE FGDB’S CLAIMS

Recovery of the FGDB’s Claims
on 31 December 2019

BRS Nova Bank*
100% 100%
BTR Banca "Albina"**
100% 34.9%
Bankcoop™* BIR
25.9% 40.3%

and recovering assets held directly and indirectly by
the said codebtors which relies on a multijurisdictional
approach, the matter having been referred to courts in
the United Kingdom, Switzerland and the United States
of America.

The FGDB is the major creditor of BIR (78.90 percent of the
body of creditors) and one of the unsecured creditors of
Banca "Columna" where it holds an insignificant stake of
the body of creditors (0.04 percent)''4. The FGDB ceased
to be a creditor of four failed banks following either the
recovery of its claims in full through distributions (from
BRS in 2004 and BTR in 2011), or the assignment of its
claim (in the case of Nova Bank in 2007) or the closing
of the bankruptcy proceeding (in the case of Banca
Comerciala "Albina" in 2012).

In 2019, the FGDB recovered no part of its claims against
the failed banks.

The FGDB'’s recovered claims stood at 175,959 thousand
lei on 31 December 2019, of which 174,978 thousand
lei for its payouts to guaranteed depositors and
981 thousand lei for contributions owed to the FGDB and
unpaid by Bankcoop, BTR and Nova Bank S.A. before
filing for bankruptcy.

The FGDB recovered 34.3 percent of its total claims
against all failed banks. The dissimilarity of claim recovery
ratios between the failed banks is a result of the FGDB’s
different ranking on the creditor priority lists, in line with
legislation applicable in each bankruptcy case''.

* The FGDB ceased to be a creditor of Nova Bank in 2007 following an assignment of claim agreement with another creditor.

** Banca Comerciala "Albina" S.A. bankruptcy proceeding closed in 2012.

*** Bankcoop S.A. bankruptcy process ended on 5 November 2019.

13 The USD equivalent of 2.03 million or 8.7 million lei, accounting for around four percent of BTR’s claim on bankruptcy date.

14 As an unsecured creditor with a claim of 92 thousand lei, FGDB will not recover any amount from distributions until budgetary claims, which have
priority, are covered in full. Hence, the FGDB’s chance to recoup that claim is virtually nil.
15 The FGDB was initially ranked as creditor, legal entity, its claims, resulting from payouts, having low priority. In October 2001, the FGDB’s

claims moved into fourth place as far as the order of payment of claims was concerned, along with budgetary claims. At present, in compliance

with provisions of Law No. 85/2014 on insolvency prevention procedures and insolvency proceedings, the FGDB’s claims, arising from depositor

repayments, fall into the second class, ranking ahead of budgetary claims, which stay on the fourth position on the priority list.
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Public Information

"The medium is the message"

Marshall McLuhan'

This was the leitmotif of depositor
information activities in 2019

Adapting a message to the communication medium it
was conceived for led to a significant increase in traffic to
the FGDB’s website. Google Analytics, tracking website
visitors’ activity, showed that in 2019 more than 2,000
visitors, that is three times more than two years ago, sought
information on a monthly basis. Seen from this perspective,
the year 2019 may be said to have been "a year of growth”
thanks to the accessible messages sent to the FGDB’s
target groups through comprehensible channels.

The FGDB distributed 50,000 flyers containing basic
information about deposit guarantee and repayments
to units of its member credit institutions across the
country. These flyers, along with the FGDB poster and a
video running on monitors inside banking units which, in
eloquent images, walks depositors through the ins and outs
of reimbursements, increased awareness of the slogan:
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IT’S GOOD TO KNOW
WE ARE HERE!

Along with the flyers, the FGDB sent stickers
to the branches and units of member credit
institutions to be placed at the entrance
as a means to inform depositors that the
respective bank is affiliated to the FGDB-
managed deposit guarantee scheme.

By scanning the Quick Response Code
(QR code) printed on the sticker with the
aid of specific applications, any client may
easily reach the FGDB’s website to collect
additional information.

Advertorials, seen as a fundamental
channel of disseminating information, were
published in widely-circulated magazines
with a diverse audience in a strategic
endeavour to combine text with the images
and information contained in the brochures
and posters distributed to credit institutions

AR FETTTR L

in an attempt to consolidate basic knowledge about the
FGDB.

The FGDB also made use of the in-flight magazines Aceasté bancé este artici anté
Insight TAROM and beBlueAir to address a substantial p p

segment of depositors at home and/or living in diaspora, la Fondul de garantare
as well as people less savvy about banking products

whose sole connection with a credit institution is a bank d de pOZitemf bancare

account to receive either wages or pensions.

There were advertorials also in the TVMania magazine
tackling the FGDB'’s role as guarantor of money held in a
bank and conveying a message about safe savings and
confidence in the institution’s capability to contribute to
the stability of the financial and banking system.

ST www.fgdb.ro

FGDB Sticker

"6 This is a phrase coined by Canadian philosopher Marshall McLuhan (1911 - 1980) and introduced in his "Understanding Media: The Extensions
of Man”, which was published in 1964. Essentially, it means that what really matters is the communication medium itself rather than the meaning or
content of the message it carries. McLuhan frequently punned on the word "message”, turning it into "mass age”, "mess age” or "massage”. The
original title of one of his other works, "The Medium is the Message”, became "The Medium is the Massage” by a printing error and McLuhan chose

to keep it as it was.
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This information campaign, carried out on several fronts,
boosted the number of visitors to the FGDB’s website
and triggered a shift in the type of information depositors
requested by phone or in writing, most of them showing
interest in types of guaranteed deposits, temporary high
balances, negotiated deposit rates etc.

For the firsttime in 2019, as part of its communication with
depositors, the FGDB opened training sessions for the
call-centre operators of the credit institutions mandated
to make compensation payments. Though indirectly,
this initiative is intended to assist depositors with the
mandated credit institutions who may seek information in
case of a repayment by adequately training operators so
that they should be able to offer complete answers based
on updated information on deposit guarantee.

In-flight magazines and TVMania- Collage

Promotion Through Education

The by now traditional FGDB-initiated Costin Murgescu
Contest for Economic Research, which held its eighth
edition in 2019, is open to Romanian students, master’s
students and doctoral students, contributing to the
assertion of young specialists and serving as a channel
to promote the institution among professionals.

The 2019 edition was dedicated to the 100th birth
anniversary of Professor Costin Murgescu and enjoyed
the support of the National Bank of Romania and
of the Romanian Academy through the Institute for
World Economy. The event paid homage to the great
academician’s personality and was the venue of a
ceremony at which the award of the contest and two
honourable mentions were presented.

The award of the 2019 edition went to Nicu Sprancean,
a master’s student in finances at the Doctoral School
of Economics and Business Administration within the
“Alexandru loan Cuza” University of lasi, for his Cyclical
Behaviour of Systemic Distress in the Banking Sector: An
Empirical Investigation, which received the jury’s highest
marks.
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Costin Murgescu Contest
for Economic Research Awarding Ceremony
Bucharest, December 2019

The FGDB'’s flyer - Collage

BANII DUMNEAVOASTRA SUNT IN SIGURANTA

100.000 € PLAFON SUPLIMENTAR

DACA ATI CONSTITUIT DEPOZ1TE DIN:

CU MAXIMUM 12 LUNI INAINTE DE DATA FALIMENTULUI. DEPOZITE. CONTURI CURENTE DE SALARII 1 DE PENSII

= O0@O0

INSTIINTAREA  COMUNICAT
DEPONENTILOR  DE PRESA mumﬂ

FGDB ESTE GAR "JUJ,J CA
OHICE S-AR TNTAMPLA CU BANCA

CUM FUNCTIONEAZA?

ANDREI A DEPUS SUMA DE Q

20.000 €

IN CONTUL DE ECONOMI
BANI| DUMNEAVOASTRA SUNT MEREU IN SIGURANTA

WWW.FGDB.RO
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The winners of the two honourable mentions were
Madalina (Avram) Zamfir, a doctoral student at the
Doctoral School of Economics of the Bucharest
University of Economic Studies, for her paper on Poverty
and Inequality in Romania: An Overview After a Decade
of EU Membership, and Marian-Fernando Stoica, a
master’s student enrolled in the DOFIN Programme of
the Bucharest University of Economic Studies, for his
Modelling and Forecasting the EUR/RON & USD/RON
Exchange Rates Volatility Using GARCH Family Models.

To the FGDB, the year 2019 meant its first meeting with
high school students during a publishing event marking
the publication of Financial Education Textbook for High
Schools in paper form. The textbook offers depositors of
tomorrow a chapter on the FGDB’s activity and role in
safeguarding financial and banking stability.

Excerpt from
Financial Education Textbook for High Schools

Atuncl cind depositele depuse ks o anumith banch devin indisponibile, FGDE pliteste compensatii

duporentilor (persoana ke i juridice).

Compensatla = suma depozitelor garanace » dobd: 5 - ratele,

banch, exigibile la data indisponibilieiil depositelor
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Compensatia plitith de FEDA Bechoui deponent eite de maximum 100.000 euro per deponent per

banch, Valaorea neestus plafon este aceeas: In toate tirile membire ale Uiniusil Eurcpene.

Compensatiile se plitese & Jei, indiferent de moneda in care au fost constriuite deporitele, la cursul
anuntat de Banca Natranaia a v ziua i ca pazitel il
Exampie:

Dacl un ! sumd de # un cont
de Boesta in lei al sumed de 100.000 de euro.
Diferenta de 10.000 quro nu este acoperitd. Pentru ficia de g § pentru cel

dupanentul o f rebuit 53 i plaseae 13 o alt bancs,
Degindtorul unui depozit n swmd de 30,000 euro va primi echivalentul in e al acestel sume plus
doblinda aferentd,
Pentru wn deporit b sumd de 100,000 euro compensatia va fi echivalentul in lei ol boestel sume.
Tn cazul acesta, deponentul nu mai primests §i doblnds aferentd, decarece depositul in sumd de
100.000 euro + dobinda aferentd ar deplyl plafonul de garantate de 100.000 euro.
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AL TACT platon

MATERIAL DIDACTIC PENTRU LICEL

Plafonul e de afo i beneficiark
e un iy P Br

Tranzacti imsobiliare eu destinatie locativi {vinsarea locuintel:

Primo de pensionare, salaril compensatori I candl concnciert, sAuail de invaliditate s de
deces al depanentifu;

Incasaeea wnor indemnizatii de asigurare sau @ wnor compensatil pentru daune nesultate din

condamnkn pe nednept.

12 huni
Tnginte de data la care banca nu mai podte feturna band deponentilar.

Exzmple:

1. Un depceent are 1a Banca X un depont in sumd de 70.000 euro, El vinde o cas8 cu suma dé 150,000
ouro §i § depune tot 1 Banca X, aviind In total depozite in valoare de 220,000 euro. Pentru 12 lund vor §
#Aranta 200,000 euro. Diferenta de 20.000 purc este gararmath doar dach aceasts va fi depusd ta bancs
1

2. Ut déponent are un depont de 100.000 ewro b Banca K. Ef beneficiazh in acest moment de plafonul
de garantice de 100.000 suro. Deponentul vinde un imobil cu suma de 150,000 euro  depune bard I

Banea ¥ v 00,000 eura, precim 3i, pentri 12 inl,

de plafonut O ingd avind g intreaga sumd die 150.000 eurd.

3. 0 persoand beneficiard in scelagt an de indemnizatie de pensionsse de 25.000 ewo, vinde Ln Imabil
cu 200,000 swro ¢ incaseacd o indesnnizagie de augurarg de 40.000 euro. Sumed de 265,000 euro | 3o
apich odat platonul general 5i 4 patfor L 200.000 euro.

Relationship with the Media

Communication with the media was reshaped to keep
up with recent developments in this area: the supremacy
of online communication. The FGDB’s website, which
is regularly updated with the latest information, proved
the best and most reliable source of information for
the media. Thanks to journalists and the website, the
information contained in the FGDB’s news releases
reached interested parties in due time.

Moreover, the FGDB maintained direct communication
with media representatives and promptly answered their
queries by phone or e-mail.

During the 27th edition of the "Cristian Popisteanu"
Annual Symposium of Banking History and Civilisation,
organised in May 2019 by the National Bank of Romania
and the “Magazin Istoric” Cultural Foundation, the FGDB
awarded the following prizes:

e The ”George Oprescu“ Prize for Dictionarul
machetatorilor marcilor postale romanesti (Dictionary
of Engravers of Romanian Postage Stamps), author
Cristian Andrei Scaiceanu

e The ”"Demostene Russo“ Prize for Topografia Tarii
Roménesti (The Topography of Wallachia) (edition by
Georgeta Filitti), author Constantin Caracas

e The "Constantin C. Giurescu“ Prize for Cum s-a facut
Roménia Mare (The Making of Greater Romania),
editors George Damian and Marius Diaconescu.

The “Magazin istoric” Cultural Foundation
Prize Award Ceremony

The "Cristian Popisteanu" Annual

Symposium of Banking History and Civilisation
The 27th Edition, The National Bank of Romania
May 2019
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The FGDB’s Financial

-
Statements -
—
)
THE FGDB’S RECEIPTS AND PAYMENTS The FGDB’s Receipts and Payments in 2019
e The FGDB’s 2019 receipts stood at 998,772 thousand lei
thousand lei, of which:
. o 1,100,000
348.990 thousand lei - as annual contributions to the
deposit guarantee fund, including 1,000,000
difference amounts established 900,000
during FGDB controls; The FGDB’s assets at the ’
186.804 thousand lei - as annual contributions to the end of 2019 amounted to 800,000
bank resolution fund; 7.6 billion lei,
462.058 thousand lei - as interest on investments of its having soared by 10.14 percent 700,000
financial resources; from 31 December 2018, 600,000
620 thousand lei - as contributions to the deposit with government securities ’
guarantee fund from Intesa continuing to account for the 500,000 B Current operating expenses
Sanpaolo S.p.A. Torino, the bulk of total assets.
178 thousand lei - as interest on funds in the FGDB'’s 300.000 Interest on investments of FGDB-managed financial resources
current accounts with credit ’ and on funds in its current accounts
institutions; 200,000 _— .
122 thousand lei - as other receipts. Annual contributions to the bank resolution fund
The FGDB’s payments in 2019 totalled 17,185 100,000 [ Annual contributions to the deposit guarantee fund,
thousand lei and covered current operating 0 ——— including differences established during FGDB controls

expenses.
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The FGDB’s Balance Sheet

- lei -

31.12.2018 31.12.2019 31.12.2018 31.12.2019
1. Total fixed assets, 1. Total own funds,
of which: 4,563,815,041 | | 3,071,321,175 of which: 6,875,931,215 | 7,627,893,537
¢ intangible assets 172,182 137,721 | | ® reserves 6,720,286,221 | | 7,410,788,225
. fit for th
 tangible assets 526,442 486,148 ° ﬁ£%$| y?a;r © 155,644,994 | | 217,105,312
e financial assets 4,563,116,417 | | 3,070,697,306
2. Total current 2. Total debts,
assets, of which: 2,308,764,125 | 4,544,558,529 of which: 1,043,487 736,808
e short-term
financial 1,023,252,867 | 4,543,172,246 ° debts Bﬁéaféir 1,043,487 736,808
investments
e cash at bank and
in hand 1,284,831,690 962,578
e other claims
(settlements with 679,568 423,705
credit institutions)
3. Prepaid expenses 4,395,536 12,750,641
TOTAL
TOTAL ASSETS 6,876,974,702 | | 7,628,630,345 LIABILITIES 6,876,974,702 | 7,628,630,345

The Profit and Loss Account

The FGDB’s fiscal-year result is given by the difference
between its revenues from investments of financial
resources and its current expenses.

In 2019, the FGDB earned total revenues worth 235,459

thousand lei, arising from:
233,785 thousand lei -

due interest and coupons on

In 2019, the FGDB incurred total expenses worth 18,354

thousand lei, of which:

12,214 thousand lei - as personnel-related spending

investments of the its financial
resources throughout 2019
(accounting for 99.29 percent
of total revenues);

178 thousand lei - interest on funds in its current
accounts at credit institutions;
1,496 thousand lei - other revenues.

(taking 66.6 percent of overall
expenses);

3,672 thousand lei - as expenses on services provided
by third parties (accounting for 20
percent of total expenses);

2,468 thousand lei - other expenses (with a share of
13.4 percent of overall expenses).
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Since the FGDB may use the financial resources of the two funds it manages exclusively for purposes
laid down in legislation, namely to repay depositors and fund resolution measures, its operating expenses
are covered solely from revenues sourced from investments of available financial resources.

In 2019, the ratio between the FGDB’s expenses and revenues resulting from investments of financial

resources remained very low, at 1:13.

The Profit and Loss Account

-lei -

1. Total revenues 170,557,113 235,459,166 64,902,053
2. Total expenses 14,912,119 18,353,854 3,441,735
3. Result for fiscal year 155,644,994 217,105,312 61,460,318

Yields on the financial-banking market in 2019, which
were considerably higher than during the previous
year, had a favourable impact on the FGDB’s revenues,
pushing them higher.

The FGDB’s fiscal-year result skyrocketed in 2019 (an
annual variation of +39.5 percent) on the strength of
substantially higher revenues and a moderate variation
of expenses.

Evolution of the FGDB's Revenues, Expenses and Profit

250,000 | thousand lei; end-period

225,000
200,000

175,000 Total revenues
mm Total expenses
190000 proi

125,000
100,000
75,000
50,000
25,000

The FGDB’s financial statements as at 31 December
2019 were audited by independent auditor Deloitte Audit
S.R.L. In the auditor’s opinion, as expressed in the audit
report, the financial statements “give, in all material
respects, a faithful view of the Fund’s financial position
as at December 31, 2019 and of its financial performance
and cash flows for the fiscal year then ended, according
to the National Bank of Romania’s Order no. 6/2015
(“Order 6/2015”) on the approval of accounting rules
in compliance with European Union Directives, with
subsequent amendments and completions”.

7
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The FGDB’s net accounting profit for the fiscal
year ended 31 December 2019 — an outcome
of a cautious investment policy — amounted to
217,105 thousand lei.

In line with legal provisions, nearly all the
FGDB'’s profit (at least 99 percent) is channelled
towards the two funds it manages to augment
their available financial resources.
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Deloitte.

INDEPENDENT AUDITOR’S REPORT

To: The Supervisory Board
of the Bank Deposit Guarantee Fund

Report on the financial statements
Opinion

1. We audited the financial statements of the Bank Deposit Guarantee Fund ("the Fund"), headquartered
in Bucharest, Str. Negru Voda nr. 3, Corp A3, et. 2, sector 3, unique tax identification number
R08942496, which include the balance sheet as at 31 December 2019, the profit and loss account
and the cash flows for the fiscal year then ended, as well as a summary of significant accounting
policies and explanatory notes.

2. The individual financial statements as at 31 December 2019 are identified as follows:

e Total own funds: 7,410,788,225 lei
¢ Net profit for the fiscal year: 217,105,312 lei

3. In our opinion, the accompanying financial statements give, in all material respects, a faithful view
of the Fund’s financial position as at December 31, 2019 and of its financial performance and cash
flows for the fiscal year then ended, according to the National Bank of Romania’s Order no. 6/2015
(“Order 6/2015”) on the approval of accounting rules in compliance with European Union Directives,
with subsequent amendments and completions.

Basis for opinion

4. We conducted our audit according to the International Standards on Auditing (ISA), Regulation (EU)
No. 537/2014 of the European Parliament and of the Council ("Regulation”), and Law no. 162/2017
("Law"). Our responsibilities according to these standards are detailed in the "Auditor’s Responsibilities
for the Audit of the Financial Statements" section of our Report. We are independent from the Fund
according to the Code of Ethics for Professional Accountants issued by the International Ethics
Standards Board for Accountants (IESBA) and the ethical requirements that are relevant to the audit
of financial statements in Romania, including "Regulation” and "Law" and we fulfilled our ethical
responsibilities in line with these requirements and with the IESBA Code. We believe that the audit
evidence we obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

5. Key audit matters are those matters that, in our professional judgement, were of the 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.
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Recognition of revenues arising from interest

Nature of the matter of interest

Procedures performed to support our discussion and
conclusions

According to Note 15 “Information on items
in the profit and loss account” included in the
financial statements, the Fund had revenues
arising from interest on investments of available
financial resources worth 233,963 thousand lei.

Revenues from interest are recognised in the
profit and loss account under the accrual basis
of accounting for all interest-bearing financial
instruments over their entire lives. Revenues
from interest also include income generated by
the amortization of premiums or discounts on
bonds until their maturity date.

In consideration of the specific conditions
in which revenue is recognised and of the
dependency on the accuracy and quality of data
related to interest-bearing financial instruments,
we identified revenue recognition as a key audit
matter.

We performed the following procedures in

connection with revenue resulting from interest:

e We assessed the preparation and
implementation of key manual controls
related to the recognition of revenue arising
from interest;

e We appraised the FGBD’s accounting
treatment of interest-derived revenues to
decide whether its accounting policies
comply with requirements laid down in
“Order 6/20157;

e We evaluated the extent to which data used
to calculate revenue arising from interest
on financial instruments are complete and
accurate;

e |We assessed the mathematical formula used
in revenue recognition over the entire lives of
financial instruments;

e We developed our own estimation of revenue
generated by interest and compared it to the
Fund’s actual results.

Other information - The Management’s Report

6. The management is responsible for the preparation and presentation of other information. This other
information comprises the Management’s Report, but does not include the financial statements and

the audit report on the financial statements.

Our opinion on the financial statements does not cover this other information, nor the Management’s

Report.

In connection with our audit of the financial statements for the fiscal year ended 31 December 2019,
our responsibility is to read that other information and, in doing so, analyse whether that other
information is significantly inconsistent with the financial statements or with our knowledge obtained
in the audit, or whether it appears to be materially misstated.

As far as the Management’s Report is concerned, we have read and we report whether it was
prepared, in all material respects, in compliance with “Order 6/2015”, points 225-228.

Based solely on the activities that have to be performed during the audit of financial statements, in
our opinion:
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Deloitte.

a) The information presented in the Management’s Report for the fiscal year for which the financial
statements were prepared is consistent, in all material respects, with the financial statements;

b) The Management’s Report was prepared, in all material respects, in accordance with “Order
6/2015”, points 225-228.

In addition, based on our knowledge and understanding of the Fund and its environment, acquired
during the audit of the financial statements for the fiscal year ended 31 December 2019, we are
required to report whether we have identified significant misrepresentations in the Management’s
Report. We have nothing to report on this issue.

Responsibilities of the management and of those charged with governance for the financial
statements

7.

9.

The management is responsible for the preparation and fair presentation of the financial statements,
in compliance with “Order 6/2015”, and for the internal control it deems necessary in preparation
of financial statements that are free of material misstatements, whether caused by fraud or error.
In preparing the financial statements, the management is responsible for assessing the Fund’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 the management either intends to liquidate the
Fund or to cease operations, or have no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Fund’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

10. Our objectives are to obtain reasonable assurance about whether the financial statements as a

11.

whole are free from material misstatements due to fraud or error, and to issue an auditor’s 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 International Standards on Auditing 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 users’
economic decisions taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

¢ |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 the respective 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 the internal control relevant to our 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 Fund’s internal control.

e Evaluate the appropriateness of the accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

e Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and also draw a conclusion, based on the audit evidence obtained, as to whether
any material uncertainty exists related to events or conditions that may cast significant doubt
on the Fund’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s 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 auditor’s report. However, future
events or conditions may cause the Fund 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.

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 the
relevant ethical requirements regarding independence and 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 the auditor's report, except for the
case in which laws or regulations prohibit public disclosure about the matter, or for the case when,
in extremely rare circumstances, we determine that a matter should not be communicated in our
report because it is reasonably expected that the adverse consequences of such communication
will outweigh its public interest benefits.

Report on other legal and regulatory requirements

15.

We were appointed, in compliance with Law no. 311/2015 on deposit guarantee schemes and the
Bank Deposit Guarantee Fund, Article 37, paragraphs (2) and (3), by the Board of Directors of the
National Bank of Romania in their meeting of 19 February 2019 to audit the financial statements of the
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Bank Deposit Guarantee Fund for the fiscal year ended 31 December 2019. The total uninterrupted
duration of our commitment is of 2 years, covering the fiscal years ended 31 December 2018 and
31 December 2019.

We confirm that:

e Our audit opinion is consistent with the additional report submitted to the Fund’s Audit Committee,
which we issued on the same date we issued this report. Also, in conducting our audit, we
remained independent of the audited entity.

e We have not provided the prohibited non-audited services referred to in Article 5 paragraph (1) of
the EU Regulation no. 537/2014.

The engagement partner on the audit resulting in this independent auditor’s report is Irina Dobre.

Irina Dobre, Audit Partner
3\ .
[ hina Apble—

Registered in the Electronic Public Registry
of Financial Auditors and Audit Firms
under No. AF 3344

Autoritatea Pentru Supravegherea Publici a
Activitdtii de Audit Statutar (ASPAAS)

Auditor financlar: Dobra irina Blena
Registru Public Electronic: AF3344

Autoritatea licnlr_l.l Supravegherea Publicd a
Activit3til de Audit Statutar (ASPAAS)

Auditor financiar: Deloitte Audit S.R.L.
On behalf of: Registru Public Electronic: FA2S

DELOITTE AUDIT SRL

Registered in the Electronic Public Registry
of Financial Auditors and Audit Firms
under No. FA 25

Deloitte Audit S.R.L.

Cladirea The Mark Tower

Calea Grivitei nr. 82-98 Sector 1
Bucuresti , Romania

7 April 2020
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BALANCE SHEET
as at 31 December 2019

A B 1 2

- RON -

Cash 010 9,672 10,200
Claims over credit institutions 020 1,284,822,018 697,048,705
e sight claims 023 1,244,887 952,378
e other claims 026 1,283,577,131 696,096,327
public Instruments, bonds and other fixed 040 5,586,369,284 6.917,773,225
e issued by public bodies 043 5,586,369,284 6,917,773,225
Intangible assets 050 172,182 137,721
Tangible assets 060 526,442 486,148
Other assets 070 679,568 423,705
Prepaid expenses and committed income 080 4,395,536 12,750,641
Total assets 090 6,876,974,702 7,628,630,345
Other liabilities 330 1,043,487 718,519
Prepaid revenues and deterred expenses 340 - 18,289
-rrehseoll?ﬁircl)lﬁﬁﬁr?ggt guarantee fund and the bank 360 6,720,286,221 7.410,788,225
e The bank deposit guarantee fund 361 5,577,639,470 6,055,305,874
e e
> The depost uarantes fund conssting of | g3
» The deposit guarantee fund consisting
of earnings from investments of available 365 1,827,805,685 1,955,862,195
financial resources
> Tre deposit quarantee und consistng of | g
e The bank resolution fund 367 1,142,646,751 1,355,482,351
Reserves 370 - -
Result of the fiscal year - Profit 403 155,644,994 217,105,312
Total liabilities and own funds 420 6,876,974,702 7,628,630,345
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PROFIT AND LOSS ACCOUNT

for the fiscal year ended 31 December 2019

- RON -

A B 1 2

Interest receivables and similar income, of which: 010 170,540,513 233,963,273
7 el Iy S, sones anelGiE, 015 128,047,615 212,665,712
Interest payable and similar expenses 020 - 3,040
Commissions 040 26,538 30,763
Net profit or loss from financial operations 050 (483,669) 633,857
Other operating income 060 15,727 76
General administrative expenses 070 13,781,580 15,886,653
e Personnel-related expenses, of which: 073 10,509,411 12,214,167
» Salaries 074 10,143,807 11,880,033

» Social security costs, of which: 075 365,604 334,134

- pension-related expenses 076 - -

e Other administrative expenses 077 3,272,169 3,672,486
ﬁ?é%sétirglzngstgt;he book value of tangible and 080 277.767 311,028
Other operating expenses 090 341,691 1,260,410
Result of current activity - Profit 143 155,644,994 217,105,312
Total revenues 180 170,557,113 235,459,166
Total expenses 190 14,912,119 18,353,854
Pre-tax result — Profit 203 155,644,994 217,105,312
Net result for the fiscal year - Profit 223 155,644,994 217,105,312
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EXPLANATORY NOTES TO THE FGDB’S FINANCIAL STATEMENTS —EXCERPTS'”

1. Significant Accounting Methods and Policies

Some of the significant accounting policies used in
preparing these financial statements are set out below.

a) Preparation and Presentation of the Financial Statements

These financial statements were prepared in compliance
with:

i. Order no. 6/2015 of the Governor of the National
Bank of Romania on the approval of Accounting Rules
in compliance with European Union Directives, with
subsequent amendments and completions ("NRB
Order no. 6/2015"), applicable to non-banking financial
institutions, payment institutions granting credits related
to payment services, electronic money institutions and
the Bank Deposit Guarantee Fund;

ii. The Accounting Law no. 82/1991, republished, with
subsequent amendments and completions.

The present financial statements include the Fund’s own
financial statements.

These financial statements were prepared on the historical
cost convention basis, with the exceptions detailed in the
accounting policies below.

The financial statements were not prepared to reflect
the Fund’s financial position and results of operations
according to accounting rules and policies accepted
in countries and jurisdictions other than Romania.
Accordingly, the accompanying financial statements are
not intended for use by entities who are unfamiliar with
accounting and legal regulations in Romania, with NRB
Order no. 6/2015 included.

The Fund prepared the present financial statements
according to the going concern basis of accounting.

The present financial statements were endorsed by
the Fund’s Supervisory Board on 31 March 2020 and
approved by the Board of Directors of the National Bank
of Romania on 10 April 2020.

i) Financial assets

Investment securities are financial assets with fixed or
determinable payments and fixed maturity which the
Fund has the firm intent and the ability to hold to maturity.

Securities may qualify as investment securities depending

on:

¢ terms and characteristics of the financial asset, and

e the Fund’s ability and actual intent to hold these
instruments to maturity date.

The decision to classify securities as investment securities
is based on the intent to hold them until maturity and
shall ignore both future opportunities to make profit from
the respective portfolio and bid prices offered by buyers
before maturity date, irrespective of the shifts in market
value.

A precondition for the designation as investment securities
is the assessment of the Fund’s intent and ability to hold
these instruments until they mature, an assessment that
shall be made not only at the time of the initial purchase
but also at the end of each fiscal year.

If the institution changes its intent or no longer has the
ability to hold investment securities to maturity and the
designation of these instruments as investment securities
is therefore no longer adequate, they shall be reclassified

"7The explanatory notes bear the same numbers as in the original material from which they are quoted, as was the different name of the institution,

that is “The Fund” instead of “the FGDB” as has been used in this Report.
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as trading securities and shall be assessed in terms of the
respective category.

If the institution sold or reclassified a significant amount
of investment securities during a current fiscal year
or during the two preceding financial years, it shall not
be able to designate any further financial assets as
investment securities ("the tainting rule").

This prohibition does not apply if the respective sale or

reclassification:

¢ s so close to the maturity date of the financial asset
(for instance, less than three months to maturity) that
fluctuations in market interest rates could not have
had any significant impact on its fair value;

e occurs after a substantial part of the principal of
the financial asset was redeemed through periodic
payments or early repayments, or

e is attributable to an isolated, non-recurring and
reasonably hard-to-predict event.

p) The Bank Deposit Guarantee Fund’s
specific resources

The Fund’s financial resources consist of initial/annual
and special/extraordinary contributions from credit
institutions, recovered claims, the Fund’s fee as court-
appointed liquidator and other resources derived from
previous years’ profits. If the Fund’s financial resources
have been depleted, the Fund may borrow from the
Ministry of Public Finance, under lending contracts, in
order to cover the shortage.

The functionality of these accounts and the way they
are reflected in accounting records are laid down in
Government Ordinance no. 39/1996 on the setting up
and operation of the Bank Deposit Guarantee Fund, Law
no. 311/2015 on deposit guarantee schemes and the
Bank Deposit Guarantee Fund, and the NBR Order no.
6/2015, as follows:

(i) Annual contribution

The annual contribution is calculated on a yearly basis
and paid by credit institutions and it is recorded using
accrual accounting.
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(i) Extraordinary contributions

These are other contributions collected from credit
institutions, under the law, when the Fund’s financial
resources are insufficient to reimburse depositors.
Government Ordinance no. 39/1996 called these
contributions "special contributions".

(iii) Recovered claims

They are the funds that flow in as the Fund recovers its
claims over defunct banks for its payouts and collects
contributions left unpaid on bankruptcy date.

The contributions already paid by credit institutions
are non-refundable, including in cases where a credit
institution is either liquidated under court supervision or
dissolved.

(iv) Funds consisting of other revenues

Pursuant to Government Ordinance no. 39/1996, NBR
Order no. 6/2015 and Law no. 311/2015, these other
funds include donations, sponsorships, revenues from
the Fund’s financial assistance and activities as liquidator
of failed banks, as well as other revenues set according
to the law.

(v) Fund consisting of revenues from investments of
available financial resources

These are financial means sourced from the Fund’s net
profit. In compliance with Law no. 311/2015, Article
98 paragraph (2) letter s) and Article 112, the Fund’s
profit, which is the difference between its revenues
and its expenses, is tax free. With the approval of the
Board of Directors of the National Bank of Romania, up
to one percent of the profit is channelled to an annual
profit-sharing fund, while the remainder supplements the
financial resources for each of the activities stipulated in
Article 92, paragraphs (1) and (2) of Law no. 311/2015.

The account for financial resources is reduced by:

e the Fund’s repayments to the legally guaranteed
depositors of the banks where deposits have become
unavailable;

e instalment and interest payments on loans taken to
fund payouts;

e funds transferred to the resolution authority;

¢ |oans to other guarantee schemes, granted within the
law.

Consequently, the Fund does not record provisions
for guaranteed depositors’ outstanding compensation
claims or for potential compensation claims that have not
been notified.

q) Income tax

The Fund’s profit is tax exempt in line with provisions in
Article 13, paragraph (2), point ) of Law no. 227/2015
on the Fiscal Code, with subsequent amendments and
completions.

t) Revenues arising from interest

Under the accrual basis of accounting, revenues arising
from all interest-bearing financial instruments are
recognised in the profit and loss account when they
are earned. Interest income also includes revenues
generated by the amortization of the discount according
to the effective-interest method for assets purchased at
prices lower than their maturity value, as well as of the
premiums generated by debts made at costs higher than
the value repayable at maturity date.

u) Revenue recognition

Revenues are earned from interest on financial assets.
The present financial statements show revenues and
expenses as gross totals.

2. Cash

On 31 December 2019, the Fund’s cash in hand amounted
to the RON equivalent of 10,200 (31 December 2018:
RON 9,672).

3. Claims over credit institutions

31 December
2019

(RON) 31 December

2018

Current accounts 1,244,887 952,378
Term investments

at credit institutions 1,283,577,131 696,096,327
Total 1,284,822,018 697,048,705

4, Public instruments, bonds and other
fixed-income securities

(RON)

Long-term
securities,
of which:

31 December

2018

4,563,116,416

31 December

2019

3,070,522,598

e Government
bonds

3,383,156,565

2,577,713,339

e Corporate
bonds

1,179,959,851

492,809,259

Short-term
securities,
of which:

1,023,252,868

3,847,250,627

e Government

bonds and 621,840,584 | 2,301,135,581
treasury bills
e Corporate
bonds 401,412,284 | | 1,546,115,046
Total 5,586,369,284 | 6,917,773,225

9. Fund consisting of credit institutions’
contributions (cumulative amounts)

(RON)

Initial contribution

31 December

2018

31 December
2019

~19% 6,472,230 6,472,230
Annual

contribution,

including increased 4,139,456,213 || 4,489,066,107
contribution

Extraordinary

e 61,777,997 61,777,997
Credit line fee (14,825,698) (14,825,698)

Deposit

compensation (512,243,727) || (512,243,727)
Total 3,680,637,015 || 4,030,246,909
The annual contributions of credit institutions are

calculated according to the statements they send to
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the Fund. In 2019, the Fund raised 348,989,992 lei in
annual contributions, which were determined based on
the amount of covered deposits each credit institution
held on 31.12.2018 (i.e. 104,417,907 lei) and the degree
of risk it incurred. Total 2019 contributions were set in
line with the guidelines of the funding policy of the Fund
and according to the method of calculating risk-adjusted
contributions — both approved by the Board of Directors
of the National Bank of Romania.

If, upon the Fund’s request, the Board of Directors of
the National Bank of Romania considers that the Fund’s
financial resources are insufficient to allow it to fulfil its
repayment commitments, the Fund may decide that each
credit institution shall pay an extraordinary contribution
equal to up to the level of the annual contribution for
the respective fiscal year. Credit institutions were not
required to pay extraordinary contributions either in 2019
orin 2018.

Compensation is an amount of money of up to the
guarantee level which the Fund pays to each guaranteed
depositor if deposits, no matter their number, have
become unavailable. Just as in 2018, there were no
payouts in 2019 either.

10. The Bank Resolution Fund

(RON)

Balance as at 31 December 2017 992,875,546
2018 annual contribution 145,384,118
2017 capitalised profit 8,601,186

Balance as at 31 December 2018 1,142,646,751

2019 annual contribution 186,803,567
2018 capitalised profit 21,792,181
2019 adjustments 4,239,851

Balance as at 31 December 2019 1,355,482,351

The bank resolution fund is set up to provide the financial
resources needed to finance bank resolution measures.
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The bank resolution fund is managed by the Bank Deposit
Guarantee Fund.

Pursuant to Article 539 of Law no. 312/2015 on the
recovery and resolution of credit institutions and
investment firms and amending and complementing legal
acts in the financial sector, the National Bank of Romania,
as the resolution authority, sets the level of credit
institution’s annual contributions to the bank resolution
fund spreading payments out as uniformly as possible
over time and also taking account of the phase of the
business cycle and of the impact procyclical contributions
may have on the financial position of contributing credit
institutions.

In 2019, the Fund collected a total 186,803,567 lei in
contributions, which were calculated according to a
decision of the National Bank of Romania. In 2018, annual
contributions going to the Fund, the levels of which were
determined by the National Bank of Romania, amounted
to 145,384,118 lei.

The 2018 profit worth 21,792,181 lei, arising from
investments of the financial resources of the bank
resolution fund, was capitalised after the financial
statements as at 31 December 2018 were approved
according to the law.

11. Fund consisting of revenues from
recovered claims (cumulative amounts)

31 December
2019

31 December

(RON) 2018

Recovered claims 174,977,963 174,977,963

Interest on bank
loans — NRB

Total

(108,774,955) | | (108,774,955)

66,203,008 66,203,008

Recovered claims are amounts the Fund collected from
failed banks as outstanding annual contributions on the
date of bankruptcy and for the compensation it paid to
their depositors.

In 2019, no claims were recovered from bankrupt banks.

12. Fund consisting of revenues from
investments of available financial resources

31 December
2019

(RON) 31 December

2018

Fund consisting
of revenues from
investments of
available financial
resources — share
of the profit

1,827,805,685 | | 1,955,862,195

These amounts represent the Fund’s cumulative profit
resulting from the distribution of previous years’ profits.

13. Fund consisting of other revenues,
within the law

31 December
2019

31 December

2018

The Fund’s fees
from its activities
as liquidator

2,993,762 2,993,762

14. Distribution of profit

31 December

31 December

(IO 2018 2019
Result of current

activity — profit, 155,644,994 217,105,312
of which:

Profit from deposit

guarantee fund 133,632,690 179,552,958
resources

Profit from bank

resolution fund 22,012,304 37,552,354
resources

Undistributed profit 155,644,994 217,105,312

The distribution of the profit for the fiscal year ended
31 December 2019 was approved by the Board of
Directors of the National Bank of Romania after the
financial statements have been authorised.
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17. Risk management

The main risks associated with the Fund’s activity are the
financial and operational risks. The Fund is exposed to
the following risks:

e Interest rate risk

Market risk

Liquidity risk

Foreign exchange risk

Credit risk.

a) Interest rate risk

The Fund is exposed to moves in market interest rates,
which may impact its financial position and cash flows. As
a result of such shifts, interest may either go up or drop,
or it may trigger losses if unexpected changes occur. The
Fund’s management periodically monitors exposure to
fluctuations in interest rates.

As at 31 December 2019, the Fund had got the following
interest rates on its invested assets and on the money in
its accounts:

(RON)

min max min

max

Claims over
credit institutions

Public
instruments,
bonds and other
fixed-income
securities

2.15% | 3.45% || 2.90% | 3.60%

1.25% | 5.47% || 1.98% | 4.66%

b) Market risk

Romania is still a developing economy and there is
considerable uncertainty about the path domestic
economic policies are likely to follow. The Fund’s
management cannot predict either the changes to occur
in Romania or the impact they may have on the Fund’s
financial position and on the results of its transactions.
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(RON)
As at 31 December 2018 Up to 3 months SANEEDS O R Matu.rlty Total
months and 1 year up to 5 years undefined
Cash 9,672 - - - 9,672
Current accounts at credit 1,044,887 _ _ _ 1,244,887

institutions

Claims over credit institutions

1,007,949,603

275,627,528

1,283,577,131

Public instruments, bonds and

other fixed-income securities 821,392,659 2,594,801,557 | 2,170,175,068 - || 5,586,369,284
Other assets 679,568 - - - 679,568
Frepaid expenses and committed 3,657,260 738,276 - - 4,395,536
Liquidity risk-free assets - - -| 698,624 698,624
Total assets 1,834,933,649 2,871,167,361 | 2,170,175,068 698,624 | 6,876,974,702
Other liabilities 1,043,487 = = = 1,043,487
The deposit guarantee fund 5,577,639,470 - - -1 5,577,639,470
The bank resolution fund 1,142,646,751 = = - || 1,142,646,751
Total liabilities 6,721,329,708 - - - || 6,721,329,708
Liquidity surplus/(needs) (4,886,396,059) 2,871,167,361 | 2,170,175,068 698,624 155,644,994
o3 months oS omta b cears. undetmed
Cash 10,200 - - - 10,200
%g{{ﬁﬂ;{oargounts at credit 952,378 _ _ _ 952,378
Claims over credit institutions 30,875,700 665,220,627 - - 696,096,327
A oAl 1491,315,080 |  2,355,760,830 3,070,697,306 -1 6,917,773,225
Other assets 423,705 - - - 423,705
Prepaid expenses and committed 866,594 11,884,047 - -1l 12,750,641
Liquidity risk-free assets - - -| 623,869 623,869
Total assets 1,524,443,666 3,032,865,504 | 3,070,697,306 | 623,869 | 7,628,630,345
Other liabilities 736,808 = - - 736,808
The deposit guarantee fund 6,055,305,875 - - - || 6,055,305,875
The bank resolution fund 1,355,482,350 = = - || 1,355,482,350
Total liabilities 7,411,525,033 - - - || 7,411,525,033
Liquidity surplus/(needs) (5,887,081,367) 3,032,865,504 3,070,697,306 623,869 | 217,105,312
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c) Foreign exchange risk

The Fund operates against an economic background of
fluctuating exchange rates of widely traded currencies
(EUR, USD, CHF, GBP). Under such circumstances, the
risk of a decrease in the value of its RON-denominated
net monetary assets is low.

On 31 December 2019, the Fund held cash in hand in EUR
amounting to the equivalent of 725 RON (31 December
2018: the equivalent of RON 1,176) and in USD totalling
2,769 in the RON equivalent (31 December 2018: the
equivalent of RON 2,668). The remaining monetary assets
and liabilities are denominated in RON.

On 31 December 2019, the Fund held current accounts at
credit institutions in EUR showing a balance of 492,365 in
the RON equivalent (31 December 2018: the equivalent of
RON 3,432), in USD showing a balance of 314 in the RON
equivalent (31 December 2018: the RON equivalent of 0),
in GBP showing a balance of 147 in the RON equivalent
(81 December 2018: the RON equivalent of 136), in
CHF showing a balance of 271 in the RON equivalent
(81 December 2018: the RON equivalent of 23). The
remaining monetary assets and liabilities are denominated
in RON.

d) Liquidity risk

The most significant source of liquidity risk is the
mismatch between the maturities of the Fund’s assets
and liabilities.

To the extent possible, the Fund’s strategy seeks to keep
liquidity sufficiently high so that it may meet liabilities as
they come due, without incurring losses.

e) Credit risk

All through 2019, the Fund paid considerable attention
to the effective investment of its available financial
resources, in conditions of higher liquidity and lower
risk and in compliance with its 2019 exposure strategy
approved by the Board of Directors of the National Bank
of Romania.

91

Long- and short-term securities

As at 31 December 2018

Long-term securities, of which: 4,563,116,416
3,383,156,565
1,179,959,851
1,023,252,868

Government bonds

Corporate bonds

Short-term securities, of which:

Government bonds and treasury

bills 621,840,584
Corporate bonds 401,412,284
Total 5,586,369,284

As at 31 December 2019

Long-term securities, of which: 3,070,697,306
Government bonds 2,577,888,047
Corporate bonds 492,809,259
Short-term securities, of which: 3,847,447,036

Government bonds and treasury

bills 2,301,331,990

Corporate bonds 1,546,115,046

Total 6,918,144,342

Adjustments for the depreciation 371.117

of public instruments ’

Total 6,917,773,225
Bank deposits

As at 31 December 2018

Total bank deposits 1,283,577,131
1,244,887

Current accounts

Total bank deposits and current
accounts

As at 31 December 2019

1,284,822,018

Total bank deposits 696,096,327
Current accounts 952,378
Total bank deposits and current

P 697,048,705
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ABBREVIATIONS ANNEX 1

BCP
BRRD1

BRRD2

CNSM
EBA
EDDIES

EFDI
ESRB
EU
FGDB/The Fund
IADI
IFRS
MFP
MREL
NRB
PSD2
ROA
ROE
SCV
SRB
SREP
SRM
SRSS

TLAC

Business Continuity Plan

Directive 2014/59/EU establishing a framework for the recovery and resolution
of credit institutions and investment firms

Directive (EU) 2019/879 of the European Parliament and of the Council of
20 May 2019 amending Directive 2014/59/EU as regards the loss-absorbing
and recapitalisation capacity of credit institutions and investment firms and
Directive 98/26/EC

The National Committee for Macroprudential Supervision
The European Banking Authority

The Central Exchange Mechanism between Deposit Guarantee Schemes in
the European Union

The European Forum of Deposit Insurers

European Systemic Risk Board

The European Union

The Bank Deposit Guarantee Fund

International Association of Deposit Insurers

International Financial Reporting Standards

Ministry of Public Finance

Minimum Requirement for own funds and Eligible Liabilities
National Bank of Romania

Directive 2015/2366/EU on payment services in the internal market
Return on Assets

Return on Equity

Single Customer View

Single Resolution Board

Supervisory Review and Evaluation Process

Single Resolution Mechanism

European Commission’s Structural Reform Support Service

Total Loss-Absorbing Capacity
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DEFINITIONS
deposit

any amount of money a person
holds in an account at a credit
institution — be it a current account,
a card account, a time deposit, a
savings account or another similar
product. As defined by the law,
a deposit refers to “any credit
balance, including the due interest,
which results from funds left in
an account or from temporary
situations deriving from normal
banking transactions and which a
credit institution must repay under
the legal and contractual conditions
applicable, including time deposits
and savings accounts” which is in
none of the situations below:

e jtsexistencecanonlybe proved
by a financial instrument, as
defined in Article 2 paragraph
(1) point 11 of Law no. 297/2004
on the capital market, with
subsequent amendments and
completions, other than where
it is a savings product which is
evidenced by a certificate of
deposit made out to a named
person and which existed on 2
July 2014;

e jts principal is not repayable at
par;

e jts principal is only repayable at
parunderaparticularguarantee
or agreement provided by the
credit institution or by a third

party.
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eligible deposit

a deposit that is not excluded from
the scope of guarantee, namely a
deposit that complies with legal
provisions on payouts within the
coverage limits

covered deposit

the part of an eligible deposit that
does not exceed the guarantee
ceiling. A guaranteed depositor
may hold deposits within the
legally stipulated guarantee ceiling,
in which case the depositor is fully
covered, or deposits that exceed
the guarantee ceiling, in which
case the compensation is limited
to the coverage level.

the holder of an eligible deposit
or, in the case of a joint account,
the holders of an eligible deposit
or, where appropriate, the person
entitled to the funds in an eligible
deposit. A natural or legal person
may keep money in several credit
institutions. Each credit institution
reports the number of depositors
in its records to the FGDB, which
adds up the data, reported by all
member institutions.

Consequently, when determining
the total number of deposit
holders, depositors who are clients
of different credit institutions are
recorded several times.
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a deposit that is due and payable
but has not been paid by a credit
institution, under the legal and
contractual conditions applicable
thereto, where either:

e the National Bank of Romania,
as the administrative authority
competent to classify deposits
as unavailable, has determined
that the respective credit
institution, for reasons directly
linked to its financial situation, is
unable to repay the deposit and
has no immediate prospects of
being able to do so, or

e a court had rendered a
decision opening bankruptcy
proceedings at the credit
institution before the National
Bank of Romania could assess
the situation described above.

compensation

an amount of money determined
according to legal provisions,
within the coverage level, which
a deposit guarantee scheme pays
out to each guaranteed depositor
when deposits, no matter their
number, become unavailable.

guarantee ceiling

the maximum  compensation
payable per guaranteed depositor
per credit institution

BANK DEPOSITS WITH FGDB-MEMBER CREDIT INSTITUTIONS AR S
AS AT 31 DECEMBER 2019
Indicators 31 Dec. 2018" 31 Dec. 2019 Difference
1 2 3 4=3-2 5=4/2(%)
1. Total number of deposit holders, of which: 15,183,072 15,304,226 121,154 0.8
e natural persons 14,155,096 14,226,886 71,790 0.5
e legal entities 1,027,976 1,077,340 49,364 4.8
2. Total number of eligible deposit holders, of which: 15,105,294 15,227,922 122,628 0.8
e natural persons 14,107,271 14,181,449 74178 0.5
e legal entities 998,023 1,046,473 48,450 4.9
3. Total deposits (million lei), of which: 346,086.0 372,687.7 26,601.7 7.7
o 210,121.5 227,451.2 17,329.7 8.2
e in foreign currencies (leu equivalent) 135,964.5 145,236.5 9,272.0 6.8
e natural persons’ deposits 177,003.8 196,128.1 19,124.3 10.8
¢ |egal entities’ deposits 169,082.2 176,559.6 7,477.4 4.4
4. Total eligible deposits (million lei), of which: 290,755.9 323,948.7 33,192.8 11.4
% of total deposits 84.0 86.9 2.9 p.p.
o 186,063.7 204,760.0 18,696.3 10.0
e in foreign currencies (leu equivalent) 104,692.3 119,188.7 14,496.4 13.8
f\;hr\ilgrt‘?ral persons’ eligible deposits (million lei), of 176,637.6 195,748.6 19,111.0 10.8
% of total eligible deposits 60.8 60.4 -0.4 p.p.
e in lei 100,658.6 108,528.1 7,869.5 7.8
e in foreign currencies (leu equivalent) 75,979.0 87,220.5 11,241.5 14.8
\?\;hligﬁ:al entities’ eligible deposits (million lei), of 114,118.3 128,200.1 14,081.8 12.3
% of total eligible deposits 39.2 39.6 0.4 p.p.
e in lei 85,405.1 96,231.9 10,826.8 12.7
e in foreign currencies (leu equivalent) 28,713.3 31,968.3 3,255.0 11.3
7. Total covered deposits (million lei), of which: 189,565.8 210,678.4 21,112.6 11.1
% of total eligible deposits 65.2 65.0 -0.2 p.p.
¢ natural persons’ covered deposits 156,209.0 172,298.7 16,089.7 10.3
e |egal entities’ covered deposits 33,356.8 38,379.7 5,022.9 15.1

Note: Due to rounding, totals/subtotals may differ slightly from the sum of the separate figures

"Final data which were updated after the basis for calculation of the 2019 contributions owed by credit institutions had been verified.
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ANNEX 4

LIST OF FGDB-MEMBER CREDIT INSTITUTIONS
AS AT 31 DECEMBER 2019

e Aedificium Banca pentru Locuinte S.A."®

¢ Alpha Bank Romania S.A.

e Banca Centrala Cooperatista CREDITCOOP
e Banca Comerciala Feroviara S.A.

¢ Banca Comerciala Intesa Sanpaolo Romania S.A.
e Banca Comerciala Romana S.A.

e Banca de Export Import a Romaniei EXIMBANK S.A.
¢ Banca Roméana de Credite si Investitii S.A.

e Banca Roméaneasca S.A."°

¢ Banca Transilvania S.A.

e Bank Leumi Romania S.A.

e BCR Banca pentru Locuinte S.A.

e BRD - Groupe Société Générale S.A.

e CEC Bank S.A.

e Crédit Agricole Bank Roméania S.A.

e Credit Europe Bank (Roméania) S.A.

e First Bank S.A.

e Garanti Bank S.A.

e |dea Bank S.A.

e Libra Internet Bank S.A.

e OTP Bank Romania S.A.

e Patria Bank S.A.

e Porsche Bank Romania S.A.

e ProCredit Bank S.A.

e Raiffeisen Bank S.A.

e UniCredit Bank S.A.

e Vista Bank (Romania) S.A.12

"8 This credit institution’s name prior to 25 October 2019 was Raiffeisen Banca pentru Locuinte S.A.
9 Until 28 February 2020, this credit institution operated under the name Banca Roméaneasca S.A., a member of the National Bank of Greece Group.
20 Until 28 May 2019, this credit institution was known as Marfin Bank (Romania) S.A

Annual Report 2019 96



	Binder1
	_A Partea introductiva_291 sept 2020
	_Capitol 1_29 sept 2020
	_Capitol 2_29 sept 2020
	_Capitol 3_29 sept 2020
	_Capitol 4_29 sept 2020
	_Capitol 5_29 sept 2020
	_Capitol 6_29 sept 2020
	_Capitol 7_29 sept 2020
	_D Anexe_29 sept 2020


