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About AMCC

AMCC’s mission is to represent its
members at national and international
level, to promote the concept of credit
services management and support it in the
national legislation.

AMCC wants to be a national
representative association for debt
collection agencies in Romania and to
implement a high standard of quality in the
management of receivables.

Since it’s
establishment,
AMCC s a full

The main purpose of AMCC is to regulate member of Ihrﬁgglmla‘ nuisaICC,
: . FENCA -
the profession and to set professional 5 became the 15th
. . . Federation of Memb f
ethical principles to be followed by debt European ]?E;\ngl;o

National
Collection

collection companies in relation to retail

and corporate debtors. Associations.
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AMCC Members

AMCC was founded in 2007 at the initiative of Coface, EOS KSI and Creditreform.
Currently brings together 15 members.

Along with the founding members the following important players in the debt collection market joined
AMCC: Creditexpress Romania, Cycle European, Dbr Factor IFN, Debt Collection Agency, Fire Credit,
IFN Next Capital Finance, Kolcze, Iliuta & Asociatii, Kredyt Inkaso, KRUK Romania, MELLON

Romania, RE COLLECTION and Top Factoring.

Eos crediteorm  COfQICE %

- aotlopfactoring g Cycle K&ﬁ

pontru. pianrl de. vior féird datorl KOLCZE, ILIUTA & ASOCIATII

: DOA

#firecredit T Next Capital C3EERGE AAMELLON

RRRRRRRRRRRRRR
ROMANIA S A

@ RECOLLECTION © creomexeress ©
KREDYT INKASO

we speak facts
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Survey statistics \ |

Total number of respondents: 12, covering a representative estimate of 70% of the total debt collection market (debt
servicing and debt purchasing) and 90% in terms of debt servicing market.

The Survey was commissioned by AMCC to Ensight Management Consulting and was prepared in accordance to data
submitted by each participating AMCC member.

Debts Referred 2014 (EUR) [ Debts Recovered 2014 (EUR) Revenues 2014 (EUR)

1,083,183,748 B2C 432,255,504  B2C Collection 9,595,869

B2B 169,254,031  B2B 42,876,214  B2B Collection 5,538,715
Total 1,252,437,779  Total 475,131,718  Debt Purchase 17,902,514
Total 33,037,098

Companies that include in their portfolio of = Companies that include, besides Debt Collection,

services Debt Collection: Debt Purchasing:
*  Creditreform Romania = Debt Collection Agency
= Coface Romania *  Creditexpress Romania
= Fire Credit =  EOS KSI Romania
=  Mellon Romania *  KRUK Romania
=  Recollection = Top Factoring

= DBR Factor IFN

*  Cycle European
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Executive Summary

Debt Collection Market 2014

1.

3.

Debt Referred 2014. The debt collection sector
has registered a 12% yearly decrease in terms of debt
referred between 2011-2014. In 2014, debt referred
has registered a 28% decrease as compared to 2013,
mainly due to the B2C debt referred, which has a
34% decrease in 2014, as compared to 2013.

. Debt Recovered 2014. In turn, debt recovery

registered a 7% yearly increase between 2011-2014.
In 2014, debt recovery has registered a 24% increase
as compared to 2013.

Debt Collection Revenues. Debt collecting
revenues have increased by 6% yearly during 2011-
2014. The overall revenue increase registered in
2014 was of 24% as compared to 2013, mainly due to
purchased debt volumes handled during the period
(39% increase in 2014 as compared to 2013) and to
B2B debt recovery (22% increase in 2014 as
compared to 2013). B2C debt collection revenues
increased by a mere 3% in 2014 as compared to
2013.

A
- V\
* Kk Kk K

Operational Performance

Types of Services provided. Written
correspondence remains the most utilized means for
debt collecting in Romania.

Employee structure. The biggest share of debt
collection activities targets B2C debt collection
which is the most employee intensive activity
involving almost 60% of current employees.
Only 8% of overall employees currently
perform legal debt collection activities.

2015 Sector Expectations

The expectations for 2015 are rather
constant in terms of debt collection due to
market and political stability.
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Domestic consumer debt servicing represents roughly 40%

of the Romanian value of B2C debt collection market \ J

B2C - Debts Referred

B2C - Debts Referred Number of cases Value in EUR Average Value in EUR/Case
(2014) S1 S2 S1 S2 S1 S2
Domestic consumer debt 2,247,032 1,913,771 292,150,078 221,353,489 130 116
Domestic purchased debt 216,533 332,302 130,019,665 | 208,302,547 600 627
TOTAL 2,463,565 | 2,246,073 | 422,169,743 | 429,656,036

B2C - Debts Referred

(2014)

Number of cases

S1

S2

Value in EUR

S1

S2

S1

Average Value in EUR/Case

S2

International consumer debt 236,299 290,866

102,330,530

120,027,439 433 444

* B2C by category split. Domestic consumer debt servicing
represents roughly 40% of the Romanian B2C debt collection
market, in terms of contract value, while domestic purchase of
debt account for 37% in S2 2014.

* B2C market volume. The overall B2C debt referred in the
second semester of 2014 reached ~558 mill EUR for the
Romanian market.

* B2C market dynamics. The overall B2C debt referred in
2014 has increased by 7% in the second semester of 2014, as
compared to the first one in spite of a 24% decrease in B2C
serviced consumer debt. The decrease in domestic consumer
debt referred is mainly due to a significant decrease in average
value in EUR/ case referred; Domestic purchased debt has
increased from 130 mill EUR to 208 mill EUR, with
approximate 60%.

Value of contracts (EUR) by type of debt
referred
S2, 2014

B Domestic consumer debt
B Domestic purchased debt

= International consumer
debt

Member of F ENC A ‘




B2B referred debt represented only 7% of debt referred in

Romania in the second semester of 201~ \ J

B2B - Debts Referred

B2B - Debts Referred Number of cases Value in EUR Average Value in EUR/Case
(2014) S1 S2 S1 S2 S1 S2
Domestic consumer debt 35,983 41,185 29,716,177 26,750,323 826 650
Domestic purchased debt 4,543 3,401 63,640,281 2,020,464 14,008 594
TOTAL 40,526 44,586 | 93,356,458 | 28,770,787

A Value i
B2B - Debts Referred verage Value in

Number of cases Value in EUR EUR/Case
S1 S2 S1 S2 S1 S2

(2014)

ggftmatlonal consumer 38,433 7,513 34,145,200 12,081,586 888 1,728

* B2B market volume. The overall B2B debt referred in the
second semester of 2014 reached ~41 mill EUR for the
Romanian market, ~7% of overall debt referred in Romania
in S2 of 2014

* B2B market dynamics. B2B debt referred in 2014
decreased by 67% as compared to the same value registered
in the first semester. The B2B domestic consumer debt has
registered a 10% decrease for the second semester of 2014 as
compared to the similar period of 2013, while domestic
purchased debt reached a minimal value for the second / - g‘%maﬁonal consumer
semester of 20148 ebt

* B2B average values. Average EUR values per case are
800 for B2B referred debt, as opposed to 220 for B2C for the
same period (S2 of 2014), while registering very fluctuating In 2014, no activity was registered concerning
and heterogeneous values depending on the type of debt international purchased debt
being collected

Value of contracts (EUR) by type of debt
referred
$2,2014

= Domestic consumer debt

= Domestic purchased debt
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The debt referred value has decreased by an annual 12%

during 2011-2014

Debts Referred — historic evolution

Annual value of contracts (EUR) of Debts Referred -

2,000,000,000

1,500,000,000

1,000,000,000

500,000,000

2011-2014

28%

Za\

“ -24%

2011 2012 2013
mmmm Domestic consumer debt

mmm Domestic purchased debt Dynamic

B2C Debts No of cases
Referred
2011 5,888,491
CAGR 2012 5,649,436
-12 %
2013 4,874,701
2014 5,236,803

value (euw) g Ve
1,713,412,510 201
1,246,505,060 221
1,647,364,864 338
1,083,183,748 207

-28%

2014

mmm International consumer debt

Annual debt referred trend. 12%
yearly decrease between 2011-2014
Annual debt referred B2C. 28%
decrease in 2014, as compared to 2013
Annual debt referred B2B. 71%
increase in 2014, as compared to 2013

Member of F ENC A ‘
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B2C debt recovered shows a decrease in S2 2014 due to

international debt recove

B2C - Debts Recovered

value decrease

\

B2C - Debts Recovered Number of cases Value in EUR Average Value in EUR/Case
(2014) S1 S2 S1 S2 S1 S2
Domestic consumer debt 1,430,227 1,442,731 | 153,718,036 | 151,627,858 107 105
Domestic purchased debt 494,494 522,847 50,414,291 57,342,972 102 110
TOTAL 1,924,721 1,065578] 204,132,327 208,070,830

B2C - Debts Recovered
(2014)

Number of cases

Value in EUR

Average Value in EUR/Case

International consumer debt

S1
129,968

S2

162,880

S1
15,706,345

S2
3,446,002

S1

121

S2

21

Value of contracts (EUR) by type
,of debt recovered

(]

= B2C volume. The overall B2C debt recovered in the second semester
of 2014 reached ~212 mill EUR for the Romanian market.

52,2014 = B2C market dynamics. The overall B2C debt recovered in S2 of

= Domestic consumer 2014 has decreased by 3% in the second semester of 2014, as compared
debt ‘ to the first one mainly due to the significant decrease in recovering
: dDé’l;?eSt‘c purchased international consumer debt (78% decrease in S2 as compared to S1

registered value). The average EUR value of recovered debt per case is

= International . . .
of ~100 in S2 of 2014, decreasing from 107 EUR per case in S1

consumer debt

* B2C by category split. Domestic consumer debt servicing recovery represents roughly 71% of the Romanian B2C debt
collection market, in terms of value, while domestic purchase of debt accounted for 27% in S2 2014. In 2014, no activity was
registered concerning international purchased debt recovery as well.

Member of F ENC A ‘
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B2B debt recovered in the second semester of 2014

registered a

% decrease as compared to the first

B2B - Debts Recovered

B2B - Debts Recovered Number of cases (2014) Value in EUR (2014) Average Value in EUR/Case
S1 S2 S1 S2 S1 S2
Domestic consumer debt 33,130 37,193 14,526,647 11,177,175 438 301
Domestic purchased debt 912 1,403 241,821 388,909 265 277
TOTAL 34,042 38,596 14,768,468 | 11,566,084

B2B - Debts Recovered Number of cases (2014) Value in EUR (2014) Average Value in EUR/Case

S1 S2 S1 S2 S1 S2
International consumer debt 17,242 3,329 14,622,952 1,918,711 848 576

* B2B market volume. The overall B2B
debt recovered in the second semester of
2014 reached only ~13 mill EUR for the
Romanian market (a decrease of 57% as
compared to S12014)

* B2B market dynamics. B2B debt
recovered in 2014 more than halved
compared to the same value registered in
the first semester, on almost all categories of
debt; B2B domestic consumer debt recovery
also decreasing by 23% during S1 and S2
2014.

* B2B average values. Average EUR
values per case are 3212 for B2B recovered
debt, as opposed to 100 for B2C for the same
period (S2 of 2014); These values are
considerable lower than the B2C and B2B
referred debt levels

Value of contracts (EUR) by type of debt
recovered
S2, 2014

= Domestic consumer debt
= Domestic purchased debt

= International consumer
debt

Member of F ENC A ‘
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Debt recovered has seen an annual 7% increase during

2011-2014

Debts Recovered — historic evolution

Annual value of contracts (EUR) of Debts Recovered -
2011-2014

500,000,000 24%

I 8%

400,000,000

300,000,000

200,000,000

100,000,000

' -8%

2011 2012 2013 2014

mmmm Domestic consumer debt s International consumer debt

mmm Domestic purchased debt Dynamic

B2C Debts Average Value
Recovered in EUR/Case = Annual debt recovered trend. 7%

= Annual debt recovered B2C. 25%

CAGR 2012 2,925,467 323,521,446 111 increase in 2014, as compared to 2013
7 % 2013 3,271,434 344,510,173 105 " Annualdebt recovered B2B. 14%
increase in 2014, as compared to 2013

No. of cases | Value (EUR)

2014 4,183,147 432,255,504 103

Member of F ENC A ‘
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The biggest share of debt collection activities targets B2C deb

collection, involving almost ~60% of current employees \ J

Employee structure

Total number of employees by service performed Employee structure by service
2011-2014 evolution performed , S2, 2014

12

3000 9 9 D articipants

. g32%
participants 9 participants__.#F13 2535

2500 = B2C Debt Collection

participants
1840

1759
2000 = Others (IT, Accounting,

Financial, Sales,

Marketing, etc.)
= Field collection

1694 (66> 1683 1732

1 8L

=
1000 HZ% n 1% .‘ 6% 4%
500
a 4%

0
S12011 S22011 S12012 S22012 S12013 S22013 S12014 S2 2014

Legal Debt collection

= B2B Debt collection

mmm Ot hers (I T, Accounting, Mar ket in
mmm Field Collection

Legal Debt Collection
mmm B2B Debt Collection

* The biggest share of debt collection activities targets B2C debt collection which is the most employee intensive activity
involving almost 60% of current employees. Their roles and responsibilities include contacting clients for debt recovery and
debt rescheduling according to policies and strategies previously aligned with client companies.

* Only 8% of overall employees currently perform legal debt collection activities

» The employee structure also shows a 17% of employees involved in back office activities (IT, Accounting, Financial, Sales and
Marketing)

Member of F E NC A ‘
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Debt collection revenues grew by a steady 6% during 2011-

with a 10% decrease in 201 \ |

Revenues
2013/2014 Revenues (EUR) Growth rate| Value (EUR) of Debts Referred| Value (EUR) of Debts Recovered
2014/201 2014
B2C Collection 0.320.465 9,595,869 3% 1,196,527,061 744,861,536 260,038,615 324,498,241
B2B Collection 4.550.033 5,538,715 22% 94,551,212 103,593,286 37,582,201 42,245,484
Debt Purchased 12.853.206 17,002,514 39% 455,207,803 403,982,957 84,604,558 108,387,993
Total 26.723.704 33,037,098 24% 1,746,286,076  1,252,437,779 382,225,464 475,131,718
CAGR
6% .
Revenues (EUR) 2011-2014 evolution
35,000,000 33,037,098 * Revenue volume. The registered revenue for 2014
29,733,117 reached 33 mill EUR
30,000,000 . .
27,687,375 26,723,704 * Revenue dynamics. The overall revenue increase
25,000,000 registered in 2014 was of 24% as compared to 2013,
mainly due to purchased debt volumes handled during
20,000,000 the period (39% increase in 2014 as compared to 2013)
15,000,000 and to B2B debt recovery (22% increase in 2014 as
compared to 2013). B2C debt collection revenues
10,000,000 increased by a mere 3% in 2014 as compared to 2013
5,000,000 * Revenue split. Around 54% of the revenues registered
R in the second semester of 2014 were originated from
0 debt purchase. B2C collection also accounts for 29%,
2011 2012 2013 2014 while B2B collection only accounts for 17%

m B2C Collection mB2B Collection ® Debt Purchase

Member of F ENC A ‘
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The sector evolution for 2014 was rather negative in terms of

debt referred, mainly due to the B2C segment decrease

Sector evolution in 2014

Value (EUR) of Debts Referred B2C vs B2B Value (EUR) of Debts Recovered B2C vs B2B

700,000,000
600,000,000
500,000,000
400,000,000
300,000,000
200,000,000
100,000,000

[}

2014 2014
260,000,000
127,501,658 41,752,373 250,000,000
240,000,000

29,391,420

230,000,000

220,000,000

13,484,795

524,500,273 558,683,475

210,000,000
219,838,672

200,000,000 212,416,832

190,000,000

mB2C mB2B mB2C mB2B

= Sector evolution. There were 2 lines of development expected for 2014:

A rounded 10% increase in revenues due to client portfolio acquisition, process optimization or to actual increase
in number of cases

Constant level of registered revenues where no debt acquisition activity was significant

Debts referred registered a decrease however for 2014, by 28% in 2014 as compared to 2013 and is mainly due to
B2C debt collection

Debts recovered saw an increase in 2014 as compared to 2013, of 25% for B2C and 14% for B2B segments
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Regulations and macroeconomic policy still bring

significant impact over the current debt collection market

Regulatory and Policy implications on debt collection

@ Regulatory changes:
OUG nr. 46/2014
*The new ordinance targets to improve the process of debt

rescheduling according to borrower’s financial situation by
setting up tax deductions relative to income levels

[t refines administrative procedures by making the
rescheduling terms and procedures available from the
beginning not after default occurs and protects borrowers
against harsh debt rescheduling terms by not allowing banks
to increase interest rates

New Insolvency Law

*The new law brings some changes like: reducing the
threshold of the outstanding debt value required for opening
the insolvency proceeding from RON 45,000 to RON 40,000.
It is now applicable whether the filing to open the insolvency
proceeding is made by the debtor, any of its creditors or the
liquidator appointed according to the Company Law.
Formerly, the threshold only applied to creditors

*The outstanding debt’s maturity is also reduced from 9o days
to 60 days

*The observation period is now expressly limited to 12
months— the first stage following the opening of the
insolvency proceedings aimed at assessing whether the
debtor s business is still viable and should be reorganized.

Source: BNR, April 2015

Monetary policy implications:

*  Monetary policy implications and exchange rate fluctuations
are a major pain point for foreign trade companies and their
supplier debt, as well as for foreign currency de nominated
loans and their reimbursement

* In Romania, only~ 20% of loans are in denominated in
RON, while the rest are subject to currency fluctuation risk.

» 2011 and 2014 showed significant fluctuations in terms of
RON/CHF and RON/USD RON/EUR, respectively

Foreign exchange evolution — annual

series
5.0000
4.0000 —
3.0000 ’C
2.0000
2008 2009 2010 2011 2012 2013 2014
EUR USD CHF

@ Bank specific regulations:
*The May 2014 NPL strategy developed and supported by the

National Bank of Romania is aiming at cleansing balance
sheets and decreasing the overall level of NPL stocks of the
Romanian banking system resulting in additional sales of debt
for the near future periods of time

Menmber of FE@ s



The population degree of indebtedness is higher for lower

income categories with consequent low debt/case

Population indebtedness and debt reimbursement behavior

= Other major drivers affecting debt collection among the
Romanian population, as well as in general, are economically
related factors like unemployment levels, average net salaries
evolution and current degree of indebtedness

* European Commission expectations targeting the NPL rate by loan type Sep.08 Aug.14
unemployment and average net income registered by Romania
are rather positive for the near future (unemployment annual
decrease by 0.2-0.4 % /year betw.een 2014-2016) . Personal loan (with guarantee)

* The degree of indebtedness is expected to remain constant, )
however, while reducing the exposure of lower income category Personal loan (without guarantee)
of population; A higher degree of Romanian NPL is migrating Credit cards and overdraft 2,74 10,85
towards the more than 4 years old NPL status (a category
practically non-existent in the NPL breakdown until March
2013) indicating the ageing of the NPLs portfolio

Real estate loan

Degree of population indebtedness by net Structure of non-performing loans by
income category persistence of NPL status,
Median value, June 2014 No. of years, August 2014

® Less than 1 year
29.79 26.64 26.06 " e
22.98 18, 52 2-3 years
N 3-4 years
Biiii

700-1500 1500 2500 2500- 3500 3500-5000 5000 7000 More than
RON RON RON RON RON 7000 RON

Member of F E NC A ‘
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The loan structure per type of currency shows no trend for

decreasing exposure to foreign currency credits I Y

*x Kk Kk Xk Xk

Population indebtedness and debt reimbursement behavior

Loan structure per type of currency * Credit contracting behavior. During recent years the National
Romania Bank of Romania has been supporting the transition from mainly
foreign currency lending to RON based lending. However this was not

0,
100% seen a significant impact on overall lending. The comparison of RON to

80% . o : foreign currency outstanding credits is still biased towards foreign

60% ' -~ P R B s ' currency lending with no actual improvement as compared to 2008
0% levels.

= Interest spreads. Although interest rates are generally decreasing,
20% interest rates spread for household outstanding products are rather
constant

0% . . . . . .
’ 2008 2009 2010 2011 2012 2013 2014 Mar-15 * Credit quality levels registered in Romania show a steady increase
after 2008 with a surge at the end of 2011 due to significant foreign
m RON m Foreign currency currency fluctuations impacting. This is also based on the phenomenon
of banking NPL ageing
Househol((li eofssittai?:tlzggsil;:‘ltlg - credit & Credit quality - Non performing loans
p evolution (%)
20.0% 32.6
16.6% 17.1% 35.0 20.91 32.14
14.2%
15.0% 300
25.0 22.86
10.0% 8.7% 7.2% 7.1% 88% 20.0
5.4%  5.1% 51% 15.0
0,
5-0 A) 2.5% 10'0 4.00
0.0% 3.7% 3.5% 32%  33%  31% g 1a 50
' 0.0
2007 2 2 201 2011 2012 201 2014 M
007 2008 2009 2010 20 0 o1 2o e Dec. 200 Dec. 200Dec. 200Dec. 201Mec. 201Dec. 201Dec. 2013 Mar.
2014
=®-—RON Deposits==@==EUR Deposits==@==RON Credits =@==EUR Credits Non-performing loans ratio* Credit Risk Ratio**

Member of F E NC A ‘
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Business indebtedness and debt stocks originate mainly

from the economic downturn period (2008-2011)

Business indebtedness and debt reimbursement behavior

Structure of loans by type and industry,

; Duration for
August 2014, mill. RON NPLrate NPLrate debt
Type of company  March August
25,000 - recovery
2010 2014 days)

20,000 - (days
1F.000 | SMEs, in total 10,76 27,59 124
5, Micro companies 15,89 178
10,000 Small companies 10,52 33,40 97
5,000 - . . Medium companies 5,22 17,06 96
o - : : : : Corporations 1,52 6,76 ~8

Real estate Commerce Industry Services Agriculture Utilites Non-financial comp. 8.43 21,99 N/A

® Performing loans (Aug 2014)  ® Non-Performing loans (Aug 2014)

* Major growth driver for debt collecting performance is the number of registered insolvency cases, which
decreased in 2014 by 30% as compared to 2013

* However, the backlog of NPL and business payment delays is growing, mainly due to non-reimbursements
registered in 2008-2011, with a significant weight represented by the real estate sector

Annual loan non-reimbursement rate evolution
Romania 2007-2015e

9.88

— 6.88 1
3.98 6.13
1.59
Q {Q\ {\ QA S S S D> Q Q Q Q N N N N ™ v
SELSSFTFFTFIFLFL I FFLLFTFT TS
R A R A = I R S I I = R L G P R A | AR = A NN N St
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Construction remains the sector registering the highest

weight of insolvency cases

Business indebtedness and debt reimbursement behavior

Companies entering into insolvency
No. of companies, year

30,000 - 25,842 27,924
25,000 1 21
499 20,120
20,000 -
15,000 -
10,000 -
5,000 - 2,740
O T T T T -_\
2011 2012 2013 2014 Q1 2015
Annual value of declined payment instruments
Thousands RON
12,000,000 120
o 9,569,554 9,531,019 105
10,000,000 9,421,824 / 100
MR 8,628,886
8,000,000 80
6,341,525
6,000,000 60
4,446,160
4,000,000 40
2,298,413
2,000,000

I "

2013 2014 T1 2015

2008 2009 2010 2011 2012

mmm Declined payment ~ =—®= Average value per incident

Source: ONRC, BNR calculation, Ensight Analysis, April 2015

= Insolvency cases. The trend in insolvency cases is
showing a decrease of their number, while top sectors
registering insolvencies remain Construction, Wholesale
and Distribution and Retail

= Decline in payment instruments. The total values of
instruments declined for payment is fluctuating on a year
by year basis, while the average value per incident shows a
significant increase. This may lead to cases of higher value
to be finally managed by debt collection agencies.

Insolvencies % out of total

Registered insolvencies in 2014

(Top 10 sectors) at 1000 reg. insolvencies

companies 2014
Construction 104 15%
Textile, clothing and footwear 95 3%
Sanitation and similar activities 87 1%
Hotels and restaurants 86 7%
Food and beverages 74 2%
Transport and logistics 73 6%
Metallurgy 72 2%
Sport, cultural, entertainment 70 1%
Wholesale and distribution 70 17%
Retail 66 23%

22
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The expectations for 2015 are rather constant in terms of

debt collection due to market and political stability I Y

Debt collection sector expectations for 2015

Major drivers of the B2C Debt Collection

Market
12
Technology Impact on EUR
10 and other currency
exchange rate

Debt collection specific
software/technology 8

6

NPL strategy

Patterns related tothe 4 elaborated by NBR

Social consumption basket

Cultural openness to
debt collection
procedures

Specific
regulations to
keep in mind

Average net

Population level salary evolution

of indebtedness Unemployment
Economy

Regulatory

*x Kk Kk Xk Xk

Major drivers of the B2B Debt Collection
Market

12
Impact on EUR and
lechnology
Technolo 10 other currency

exchange rate

Debt collection specific
software/technology

NPL strategy

Patterns related to the elaborated by NBR
. tion basket

Social consump
Social Regulatory

Cultural openness ;

Specific
to debt collection repéu]ations to
procedures keep in mind

Financial leverage GDP evolution

degree in B2B
Economy

Bankruptcy/
insolvency cases

v

procedures and financial leverage degree in B2B

* Major growth drivers B2C. Growth drivers for B2C are mainly focused on regulatory (and the relevant impact on
currency exchange) and economic situation (mainly population indebtedness levels)
* Major growth drivers B2B. For B2B the economic growth drivers show more significance with focus on Bankruptcy

» Future expectations. The expectations for 2015 are rather constant due to market and political stability
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Written correspondence remains the most utilized means

for debt collecting in Romania \ |

Debt collection services
Type of services offered - B2C Type of services offered - B2B*

Written correspondence | NN 100 .
P ‘ Witten correspondence G 100%

- I 02
Call-center 92% sMs I 100%

C EE
SMS 83% Call-center GGG 100%

Skip tracing I &35 Skip tracing G 90%
Coordination of enforcement I 75
procedures ° E-mail [ 90%
E-mail o Coordination of enforcement
75% I 0%
procedures
Legal in-house [N 58% Legal in-house [N 70%
Field collection [N 33% Field collection [NINENEGEEEEE 20%
0% 50% 100% 150% 0% 20% 40% 60% 80% 100%

v

» Services for B2C. Top three services utilized for B2C are written correspondence (100%), call center services (92%) and
coordination of enforcement (83%).

* Services for B2B. Top three services utilized for B2B are written correspondence (100%), SMS (100%) and call center
services (100%).

Member of F ENC A ‘

* Results based on answers provided by 10 respondents



Business improvement was mainly focused in 2014 on

performance and monitoring systems ~V\

*x Kk Kk Xk Xk

2014 business improvement initiatives

Objectives of 2014 business improvement

initiatives for B2C Collection Objectives of 2014 business improvement

initiatives for B2B Collection

.. o %
Employee performance (e.g. training) || R NN 5% Employee performance (e.g. training) [ 557
Improved monitoring of company activity o
(measuring performance at a process level by _ 67% !rpproved monitoring of company o
using key performance indicators) activity (measuring performance at 2 [ N D 55%
EKeY P process level by using key performance...
Client-focus initiatives (e.g. quality of I 55 Preparing the company foy fut.ure
services) 567 development / strategy (organization, || NRNRNHRAE 45%

workflows, regional development etc.
Preparing the company for future 8 P )

development / strategy (organization, _ 42% Client-focus initiatives (e.g. quali_ty of I i5%
workflows, regional development etc.) services)
. o Increase in competitiveness / reducing
Cost cutting | N NRRRRN 42% the pressure coming from the [ NN 36%
competition
Increase in competitiveness / reducing the o . .
pressure coming from the competition . -5 Improving the product quality [l 18%
Improving the internal / risk management o .
control level (other than legally imposed) Ml 8% Cost cutting [l 18%
No business improvement initiatives in 201 Improving the internal / risk
P! / 2012 0% management control level (other than [ 18%
legally imposed)

No business improvement initiatives in - 9%

. . o
Improving the product quality 0% 2013 / 2014

0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%

* B2C business improvement. Was mainly focused in 2014 on Employee performance improvement (75%), Activity monitoring
improvement (67%) or quality of services improvement (58%); Product quality improvement was not in scope as the focus was
rather set on service quality improvement

* B2B business improvement. Was mainly focused in 2014 on Employee performance improvement (55%), Activity monitoring
improvement (55%) or strategic development (45%); Although significant employee performance does not register the same focus

for B2B as compared to B2C debt collection
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Voice of the debt collector — Market trends and regulation

We consider that the last rule BNR
enforced - provisioning all debts with
more than 360 days past due - will help
banks in offering more loans . At the

Most of the changes will be
determined by the possible
changes in the legislation.

Thi te instabilit dt same time, though, banks will have the BNR has more the role of a
11S can create Ins adl‘ fl y te.ln (0] tendency to sell debt portfolios, regulatory agency than th?lt of
1Mpose Serious modihcations which will lead to a decrease in the a developer of the credit

both in the operations, i.e. how
the debts are collected and in the
market perspectives, i.e. what is
sold and at what price.

volume designated to debt market. Given the history of
outsourcing. lending in the bankmg sector,
we can only hope in an
increase in the quality of
banking portfolios,
therefore in the quality of
future debtors.

—

The market will continue to
grow at a slow rate (5-10%)

At this moment, we consider that
over the next 3-5 years

. i BNR is more focused on assuring

1 | that the commercial banks will
implement healthy internal

mechanisms such as scoring and

managing NPLs. Yet, the measures
taken in 2014 which led to an
adjustment in the provisions level in
correspondence with portfolio
quality for commercial banks, as
well as moving off balance sheet the

Three of the most
important market trends
are: mix of
internalization and

externalization;
accelerated
selling/purchasing;
shortening of outsourced NPLs, prove the influence BNR has
collection procedures on the debt recovering sector,

What is the role of the National Bank of
What are the marke.t trends Romania concerning the credit market
that the debt collection sector

. A ? development and potential impact on the =« Memberof I E N CA
will see in the next 2-3 years debt collecting sector 28



Voice of the Customer — Debtor’s refusal to pay

The most used arguments were
lack of revenues, a decrease
in the financial possibilities
and unexpected events in the
family.

Main reason for not
paying comes from a
combination of
financial
insufficiency and a
high degree of
indebtedness.

Some reasons for refusal to pay are
related to the poor management
of personal budgets..

Financial difficulties; Does
not take the debt seriously;
Forgot/mis-
administrated the debt.

Job loss, revenue
diminishing, payment
of debts depending on
priorities are some of
the explanations given by
debtors who refuse to

pay.

Financial difficulties
/unemployment,
insufficient cash/, -
Refuse for collaboration,
not willing to pay back,
although recognizing the
debt

What are the main reasons you have
encountered for debtor refusal to pay °

Member of F E@ 29
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