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The Banco de Espania is a public institution which performs the functions of a national
central bank. In addition, the Banco de Espafa is also responsible for the supervision
of the Spanish banking system, and of other financial intermediaries operating in Spain.

These functions are carried out in the European institutional context, of which the
Banco de Espafia forms part as a member of the European System of Central Banks
(ESCB) and the Eurosystem, and of the Single Supervisory Mechanism (SSM) and
the Single Resolution Mechanism (SRM).

In order for the Banco de Espafa to be able to adequately fulfil its role, the law
acknowledges its autonomy from the central government, and its status is that of an
independent institution. Thus, neither the government nor any other national or EU
body may issue the Banco de Espafa with instructions, and the latter may not
request or accept such instructions in the exercise of its functions, except for those
that derive from its membership of the ESCB, the exercise of which must follow the
guidelines issued by the European Central Bank (ECB).

At national level, the nature and functions of the Banco de Espana are regulated by Law
13/1994 of 1 June 1994 of Autonomy of the Banco de Espafa (hereafter, the “Law of
Autonomy”), and amendments thereof. With regard to the internal organisation and
operations of the institution, the Law of Autonomy was implemented through the Internal
Rules of the Banco de Espafa (IRBE), approved by the Banco de Espafa’s Governing
Council Resolution of 28 March 2000, which have also been subject to several updates.

In accordance with these regulations, the Banco de Espafa is a public law entity
with its own legal personality and full legal capacity. Its activities are subject to
private law, except when it is exercising the administrative authority conferred on it,
including supervisory authority. Its budget is not consolidated with other State public
sector budgets and has the same fiscal treatment as the State.

As indicated earlier, the Banco de Espafa carries out its functions in a European
institutional framework. The Banco de Espanfa is therefore subject to, among other
regulations, the Treaty of the Functioning of the European Union (TFEU), the Statutes
of the ESCB and the ECB and Council Regulation (EU) No 1024/2013 of 15 October
2013, which confers powers on the ECB relating to the supervision on a consolidated
basis of credit institutions deemed significant.

The Banco de Espafa’s main functions as a central bank and member of the ESCB

and Eurosystem, and as a banking supervisor within the SSM framework, are
described below.
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The Banco de Espana is a public institution which fulfils the role of a central bank and

supervisor of the banking system in Spain, within the European institutional context of

which it forms part, through the European System of Central Banks and the Eurosystem,

and the single supervisory and resolution mechanisms.

1 . 1 Functions as a member of the ESCB and as a national central bank
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The Banco de Espana, the ECB and the central banks of all other Member States of
the European Union (EU) make up the ESCB, established pursuant to the TFEU, and
regulated by the Statutes of the ESCB and the ECB. The ESCB lacks separate legal
personality and is governed by the ECB’s decision-making bodies, in which the
Governor of the Banco de Espafia, among others, participates.

The Eurosystem, in turn, groups together the ECB and the national central banks
(NCBs) of the nineteen EU Member States whose single currency is the euro. The
ESCB and the Eurosystem will continue to coexist while there are Member States of
the EU that do not belong to the euro area.

The Eurosystem is the monetary authority of the euro area entrusted with the
following core functions: i) to define and implement the Eurosystem’s monetary
policy, with the primary objective of maintaining price stability; ii) to carry out
foreign exchange transactions; iii) to hold and manage the official currency reserves
of euro area countries; and iv) to promote the sound functioning of payment
systems.

It also carries out additional tasks in the following areas: i) banknotes: the ECB has
the exclusive right to authorise the issuance of euro banknotes; ii) statistics: the
ECB, in collaboration with NCBs, collects, compiles and distributes monetary and
financial statistics; and iii) supervision and financial stability: the Eurosystem
contributes to the proper implementation of policies established by the authorities
responsible for the prudential supervision of credit institutions and the stability of
the financial system. It also has a consultative role regarding financial legislation,
and European and international cooperation functions.

Since 1 January 1999, the Banco de Espafna has been performing the following
basic functions attributed to the ESCB. As a member of the Eurosystem, it participates
in the implementation of the euro area’s single monetary policy and performs
monetary policy operations, such as liquidity provision to credit institutions, and
manages the settlement of national and cross-border payments through the
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TARGET2 system. In addition, it manages foreign currency reserves as an agent for
the ECB.

Lastly, the Banco de Espafa, as part of the ESCB and the Eurosystem, carries
out tasks relating to the compilation and dissemination of statistical information
and the issuing and processing of banknotes in Spain. Specifically, the ECB
approves the volume of banknote production, while NCBs are responsible for
actually issuing them in their respective territories.

In the performance of the aforementioned functions, the Banco de Espafa, as a
member of the ESCB and the Eurosystem, is subject to the guidelines and instructions
issued by the decision-making bodies of the ECB.

The Banco de Espania, also in its capacity as a national central bank, performs other
functions directly assigned to it by the Law of Autonomy.

These functions include: i) holding and independently managing the foreign
reserves which have not been transferred to the ECB; ii) putting coins into
circulation; iii) providing State treasury services, for which the Banco de Espana
holds accounts for the Treasury and the regional governments if they so request
(this activity does not include overdrafts or providing credit facilities); and iv) acting
as a financial agent for government debt, contributing with its technical means to
facilitate issuance, redemption and management procedures.

&

EUROPEAN CENTRAL B

EUROSYSTEM

Christine Lagarde, President of the European Central Bank since 1 November 2019, signing euro banknotes (due to enter into
circulation in 2020) for the first time.
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€ European Central Bank
1 Nationale Bank van Belgié/
Banque Nationale de Belgique

2 bbarapcka HapoaHa 6aHka
(Bulgarian National Bank)
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EUROPEAN SYSTEM OF CENTRAL BANKS: THE ECB AND THE 28 NATIONAL CENTRAL BANKS OF THE EU

Lietuvos bankas

Banque centrale du
Luxembourg

Magyar Nemzeti Bank

4 18 Bank Centrali ta' Malta/
3 Ceska narodni banka 26 Central Bank of Malta
4 Danmarks Nationalbank 19 De Nederlandsche Bank
5 Deutsche Bundesbank 27 6 20 Oesterreichische
6 Eesti Pank 14 Nationalbank
7 Banc Ceannais na hEireann/ 4 15 21 Narodowy Bank Polski

Central Bank of Ireland 7 19 22 Banco de Portugal
8 Bank of Greece 28 21 23 Banca Nationald a Romaniei
9 Banco de Espania 1 5 . 24 Banka Slovenije
10 Banque de France i 25 25 Narodna banka Slovenska
11 Hrvatska narodna banka 10 2024 17 23 26 Suomen Pankki/
12 Banca d'ltalia Bank of Finland
13 Central Bank of Cyprus 1o M 2 27 Sveriges Riksbank
14 Latvijas Banka 28 Bank of England (*)

22 9 8
13
18

(*) The United Kingdom left the European Union on 31 January 2020, and is now in a transition period in which both sides must
negotiate the terms of their future relationship.

THE EUROSYSTEM: THE ECB AND THE 19 NATIONAL CENTRAL BANKS IN THE EURO AREA
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Box 1.1

20 YEARS ON FROM THE ADOPTION OF THE EURO AS THE NATIONAL CURRENCY. AN ECONOMIC AND MONETARY

UNION UNPRECEDENTED IN EUROPEAN HISTORY

The year 2019 marked the twentieth anniversary of one of
the key dates on the path initially undertaken towards
Economic and Monetary Union (EMU). On 1 January
1999, several EU Member States (Spain among them)
adopted the euro as a common currency. Subsequently,
other States adopted this measure, taking the current
number of members up to 19 countries.

EMU provides a pan-European setting of economic and
monetary stability that is conducive to sustained growth
and job creation, and directly benefits its citizens. By
eliminating the shocks caused by the exchange rate
fluctuations of the former national currencies, economic
uncertainty and transaction costs within the Union have
been substantially reduced. This smooths cross-border
investment and allows the economies of scale of a large
single market to be harnessed. True, the process is
ongoing and can be improved in several respects; but
many of its advantages were palpable from the outset for
the citizens of the countries that adopted the euro.

Since the introduction of euro banknotes and coins on
1 January 2002, European citizens have enjoyed
unquestionable advantages. These include most notably:
i) much easier travel and movement for personal reasons
and for working or studying within the euro area; ii) goods and
services prices are now readily comparable; and iii) the
costs for companies and individuals of cross-border
foreign currency transactions have been eliminated.

In terms of the overall world economy, it may be added
that, thanks to EMU, its member countries may be
considered as important players on the global stage. This

means trading and financial advantages may be had that
benefit in one way or another the well-being of euro area
citizens.

The euro’s journey as the national currency of an
extensive number of European countries has admittedly
encountered difficulties (essentially at the height of the
past financial crisis). But the end-result is no doubt
positive and it has been pivotal to the development and
growth of the European economy, and to the financial
stability of the euro area. In tandem, it has significantly
promoted the European Union itself.

== ’,\]

Commemorative banner on the Cibeles facade of the Madrid central
headquarters marking the twentieth anniversary of the adoption of the euro
as the national currency.

1.2 Functions as a supervisory authority

The law confers a broad range of supervisory functions on the Banco de Esparfia,

aimed at preserving the solvency and sound functioning of financial intermediaries,
with the ultimate goal of safeguarding the stability of the financial system. It performs
thesefunctionsinthefollowing areas: i) microprudential supervision; i) macroprudential

policy; iii) supervision of market conduct and transparency; and iv) collaboration in
the oversight of the prevention of money-laundering and terrorist financing.

Currently, the Banco de Espafia performs its functions as a banking supervisor
within the SSM framework. This mechanism represents an integrated system in
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which the ECB leads the supervision of credit institutions of euro area countries or
other EU countries that do not belong to the euro area but choose to participate in
the SSM. The ECB fulfils this role in close cooperation with the national competent
authorities (NCAs) of those countries, among which the Banco de Espafa is
included.

The decisions of the SSM are adopted by the Supervisory Board of the ECB, in
which the Deputy Governor of the Banco de Espafia participates, among others.
These decisions are subsequently submitted to the ECB’s Governing Council, of
which the Governor of the Banco de Espafa is a member, for final approval through
the non-objection procedure.

Although all the institutions that are supervised by the SSM are subject to a common
supervisory approach, the functioning of this mechanism is based on the distribution
of tasks between the ECB and the NCAs, depending on the significance of the
supervised institutions Thus, the ECB directly supervises the institutions considered
to be “significant”, through the joint supervisory teams, comprising staff from the
ECB and the NCAs and led by a coordinator at the ECB, assisted by one or more
NCA sub-coordinators.

In the case of significant Spanish credit institutions, the work of the joint supervisory
teams is coordinated by an ECB representative, and a national representative, from
the Banco de Espafa. Approximately 50% of the teams are usually comprised of
Banco de Espana staff. In the case of Spanish institutions with a presence in other
countries participating in the SSM, the joint supervisory teams also comprise staff
from the respective NCAs, and a national representative from each. Lastly, the Banco
de Espafna also participates in joint supervisory teams responsible for the supervision
of banking groups of other SSM countries with a presence in Spain.

In addition to purely inspection tasks, the joint supervisory teams prepare risk
profiles for significant credit institutions on an ongoing basis and assess their
solvency and liquidity, which may result in the submission of proposals for decisions
to the decision-making bodies of the ECB.

Other credit institutions not deemed significant (referred to as “less significant
institutions”) are directly supervised by the NCAs and indirectly by the ECB.

Thus, the Banco de Espafia directly supervises less significant institutions
incorporated in Spain, following the guidelines issued by the decision-making bodies
of the ECB, which has ultimate responsibility for the functioning of the SSM.

In the area of microprudential supervision, in addition to the tasks performed within

the SSM framework, the Banco de Espafna is entrusted with other, separate,
supervisory tasks, relating to certain financial institutions that are not credit
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institutions, namely: specialised lending institutions, payment institutions, account
information service providers, electronic money institutions, currency-exchange
bureaux, mutual guarantee and reguarantee companies, appraisal companies and
banking foundations.

By law, the Banco de Espafia also has certain supervisory functions in respect of the
asset management company for assets arising from bank restructuring (Sareb).

The Banco de Espafia independently supervises the branches of foreign credit
institutions (non-EU).

Additionally, the Banco de Espafia is tasked with the supervision of market conduct
and compliance with legislation on transparency of information and customer
protection in the marketing of products and services by the institutions on the Bank’s
official registers. It performs this task independently of the SSM, which is not
competent in this area.

Finally, the Banco de Espafa collaborates with the Commission for the Prevention of
Money Laundering and Monetary Offences and its Executive Service (Sepblac, by
its Spanish abbreviation), to supervise compliance with the legislation on the
prevention of money laundering and terrorist financing by the institutions subject to
supervision by the Banco de Espania.

Event held at the main head offices of the Banco de Espana, on the occasion of the 5th anniversary of the launch of the Single
Supervisory Mechanism.
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Box 1.2

FIVE YEARS ON FROM THE LAUNCH OF THE SINGLE SUPERVISORY MECHANISM: TOWARDS AN EFFECTIVE

EUROPEAN BANKING UNION

The Single Supervisory Mechanism (SSM) was launched
on 4 November 2014.

The SSM is a banking supervision system in Europe
comprising the ECB and the competent supervisory
authorities of the EU countries participating in the euro
area, i.e. the 19 countries — Spain among them — making
up the Eurosystem.

Ilts main objectives are: i) to ensure the security and
soundness of the European banking system; ii) to boost
financial integration and stability in Europe; and iii) to
ensure supervisory consistency.

The creation of the SSM was in response to a need born
of the past financial crisis, which showed the speed and
intensity with which problems in the financial sector can
spread, especially in a monetary union, and how these
problems may directly affect citizens throughout the euro
area. The aim of European banking supervision, therefore,
is to restore confidence in the banking sector and increase
banks’ resilience.

1 3 Other functions

Under this framework, the ECB directly supervises the
117 “significant” credit institutions (12 of them Spanish) of
the countries participating in the SSM, representing
almost 82% of total bank assets in the euro area. Whether
banks are “significant” depends on a series of criteria,
such as the volume of consolidated assets, the percentage
of these assets in relation to the GDP of the country in
which the bank is established, whether the bank is one
of the Member State’s biggest and a further series of
objectively pre-set criteria.

The Joint Supervisory Teams (JSTs) are entrusted with the
regular supervision of significant credit institutions. Each
significant bank has a JST assigned, comprising ECB
experts and national supervisory staff.

Banks not considered significant are classified as “less
significant” and remain under the supervision of the
national authorities, in close corporation with the ECB. At
any point the ECB may decide to assume direct
supervision of any of these institutions in order to ensure
the consistent application of high supervisory standards.

In addition to its functions as a central bank and supervisory authority, the Law of
Autonomy attributes other tasks to the Banco de Espafa which include: i) advising
the Government, for which it produces a variety of reports and studies; ii) compiling

and publishing statistics related to its functions, such as those included in the
National Statistics Plan; and iii) promoting the sound functioning and stability of
the financial system, and of national payment systems.

The Law of Autonomy attributes to the Banco de Espania the task of compiling and
publishing economic and financial statistics related to its functions. It also compiles

and provides the ECB with monetary, banking and financial statistics, and figures on
interest rates and the balance of payments, which are needed to implement the
single monetary and exchange rate policies.

The statistics produced by the Banco de Espana include, among many others, the
Balance of Payments and International Investment Position, the Financial Accounts

of the Spanish Economy, the Survey of Household Finances, and the Survey of

Financial Competences.
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Box 1.3

25 YEARS OF THE BANCO DE ESPANA LAW OF AUTONOMY: THE INDEPENDENCE OF A CENTRAL BANK

AT SOCIETY’S SERVICE

Many studies have demonstrated that central bank
independence has contributed to setting in place a much
more credible and effective monetary policy over time,
promoting long-term economic development and limiting
the adverse effects of inflation on society. These same
conclusions are applicable to the supervisory and
resolution realms and to all those functions whose aim is
to safeguard financial stability. It may thus be said that
central bank independence directly benefits society.

The independence of the Banco de Espafna is legally
guaranteed under the terms of its Law of Autonomy (in
force for 25 years in 2019), the Treaty on the Functioning
of the European Union, the Statute of the European
System of Central Banks and the Regulation of the Single
Supervisory Mechanism. This independence is fully
recognised from several standpoints:

— As regards institutional independence, the Bank has
its own legal personality.

— lts functional independence is based on its own
decision-making capacity regarding the performance
of its functions, without prejudice to governmental
review of any of its decisions.

— It also has financial independence; its own budget
enables it to draw on the economic funds needed for
the performance of its functions.

— With regard to organisational independence, the Bank
has the autonomy to establish its internal organisation,
including its personnel policy, the selection of whom is
based on the principles of equality, merit, ability and
publicity.

— The personal independence of the senior officials of
the Banco de Espafa is guaranteed, inter alia, by: i) a
selection procedure for the office of Governor that
requires the backing of the executive and legislative
powers; ii) the duration of the mandate of the
Governor and of the Deputy Governor, set at six
years (longer than the electoral cycle and non-
renewable); iii) strictly specified reasons for dismissal
of the Governor, the Deputy Governor and the
elected Council Members; iv) the system of
incompatibilities to which the Governor, the Deputy
Governor and the Council Members are subject; and
v) the prohibition to engage in any professional
activity linked to credit institutions or securities
markets within a specified period following the end
of their term of office.

Independence is, therefore, a crucially important
condition if the Banco de Espafia is to attain its
objectives. Transparency and accountability are the two
vital factors that accompany independence, aimed at
achieving effectiveness, efficiency and credibility of
performance.
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In addition, the Law of Autonomy tasks the Banco de Espafia with promoting
the sound functioning and stability of the financial system. To fulfil this function, the
Banco de Espana analyses the risks and vulnerabilities of the Spanish financial
system and monitors financial stability, publishing the half-yearly Financial
Stability Report, among others.

Lastly, since 2014, the Banco de Espafia has been the designated authority
responsible for implementing the macroprudential policy instruments provided for in
the legislation on the supervision of credit institutions, in order to address systemic
risks which may affect the stability of the banking system. In this connection, the
Banco de Espana has participated in the new macroprudential authority (AMCESFI)
since its creation in March 2019. The goal of AMCESFI is to contribute to preserving
the stability of the financial system as a whole.
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The allocation of supervisory tasks between the ECB and the Banco de Espana,
within the SSM framework, is likewise applied to the functions assigned to the
supervisor under the legislation on the recovery and resolution of credit institutions.

Law 11/2015 of 18 June 2015 on the recovery and resolution of credit institutions and
investment firms, conferred on the Banco de Espafa functions relating to the
preventive resolution of credit institutions, which it performs independently from its
supervisory functions. To fulfil this task, the Banco de Espafia must prepare
preventive resolution plans, in keeping with the distribution of responsibilities
established by the Single Resolution Mechanism, in order to facilitate the resolvability
of credit institutions if the conditions for resolution have been met.

In addition to the functions described above, the Banco de Espafa performs other
tasks, assigned to the institution by virtue of other regulations, in relation to its role
of regulator and to matters which include, among many others, the management of
the Central Credit Register, the resolution of complaints filed by users of bank
services, keeping the official registers of the Banco de Espafia, ensuring the quality
and authenticity of banknotes and coins, and the management and administration of
internal services and functions.
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According to the Law of Autonomy, the governing bodies of the Banco de Espafa
are the Governor, the Deputy Governor, the Governing Council and the Executive
Commission.

2. 1 The Governor

The Governor is the head of the Banco de Espafa. As such, he leads the institution
on an exclusive basis and chairs the collegiate governing bodies of the Banco de
Espana, that is, the Governing Council and the Executive Commission.

He acts as the legal representative of the Banco de Espafa to all effects and
purposes, and represents it at those institutions and international organisations in
which its participation is envisaged. At European level, the Governor is a member of
the Governing Council and the General Council of the ECB. Lastly, he represents the
Banco de Espana before the Spanish Parliament in the institutional sphere.

The Governor is appointed by the King, following a proposal by the President of the
Spanish Government, from among Spanish nationals of recognised competence in
monetary or banking matters, for a non-renewable six-year term, to guarantee the
independence of the institution.

The current Governor of the Banco de Espafa is Pablo Hernandez de Cos, whose
appointment was made public by Royal Decree 351/2018 of 30 May 2018. His term
of office began on 11 June 2018 and will end on 11 June 2024.

In addition to the positions mentioned above, in 2019 the Governor was appointed to
the following: i) deputy chairman of the Spanish macroprudential authority (AMCESFI);
ii) chairman of the Basel Committee on Banking Supervision (BCBS); iii) member of
the Advisory Board of the Financial Stability Institute (FSI) of the Bank for International
Settlements (BIS); and iv) chairman of the Advisory Technical Committee and
member of the Steering Committee of the European Systemic Risk Board (ESRB).

2.2 The Deputy Governor

BANCO DE ESPANA
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The Deputy Governor stands in for the Governor when the post is vacant or in the
event of the latter’s absence or illness, and performs the duties established by
the IRBE or delegated by the Governor, or the Governing Council or Executive
Commission of the Banco de Espania.
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Governing Council of the Banco de Espafia, 20.12.2019.

1. Pablo Hernandez de Cos; 2. Margarita Delgado; 3. Fernando Eguidazu; 4. Soledad Nufez; 5. Carlos San Basilio; 6. Ana Maria Martinez-Pina; 7. Carmen
Alonso; 8. Nuria Mas; 9. Paz Andrés; 10. Francisco-Javier Priego; 11. Juan Ayuso; 12. Concepcion Jiménez; 13. Jesus Saurina; 14. Oscar Arce; 15. Mercedes
Olano; 16. Alejandro Alvarez; 17. Mariano Serrano.
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She is a member of the Banco de Espafia’s Governing Council and Executive
Commission and is an ex officio member of the other collegiate bodies to which she
has been appointed under current legislation. In such capacity, the Deputy Governor
holds the ex officio positions of board member of the Spanish National Securities
Market Commission (CNMV, by its Spanish abbreviation); Chair of the Management
Committee of the Deposit Guarantee Scheme for Credit Institutions; Vice-Chair of
the Management Committee of the Fund for the Orderly Restructuring of the Banking
Sector (FROB) and, since 2019, board member and Chair of the Technical Committee
of AMCESFI.

This appointment is made by the Government, at the proposal of the Governor, and
requires the candidate to have Spanish nationality and recognised competence in
monetary or banking matters. As in the case of the Governor, the Deputy Governor
is appointed for a non-renewable six-year term.

The current Deputy Governor is Margarita Delgado, whose appointment was made
public by Royal Decree 1027/2018 of 3 August 2018. Her term of office commenced
on 11 September 2018 and will end on 11 September 2024.

The Banco de Esparia has four governing bodies: the Governor, the Deputy Governor,
the Governing Council and the Executive Commission.

The Governing Council is composed of the Governor, the Deputy Governor, six elected
Council Members and two ex officio members, representing two public institutions
(the CNMV and the General Secretariat of the Treasury and International Financing).
The meetings are also attended by the Directors General of the Bank and a staff

representative.

The Executive Commission of the Banco de Espafa is formed by the Governor, the

Deputy Governor and two Council Members appointed by the Governing Council, and
is also attended by the Directors General.

2.3 The Governing Council
a) Composition

The Governing Council of the Banco de Espana is composed of the Governor, the
Deputy Governor, six Council Members appointed by the Government and two ex
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officio members: the General Secretary of the Treasury and International Financing
and the Vice-Chair of the CNMV.

The elected Council Members of the Banco de Espafia are appointed for a six-year
term, renewable once. They are appointed by the Government at the proposal
of the Minister for Economic Affairs and Digital Transformation, after consultation
with the Governor. To be designated a Council Member of the Banco de Espafa,
candidates must have Spanish nationality and recognised competence in the fields
of Economics or Law.

The Governing Council is presided over by the Governor or by the Deputy Governor
in his absence. The General Secretary of the Banco de Espafa acts as ex officio
secretary thereto, attending the meetings in a non-voting capacity. The meetings of
the Governing Council are also attended by the Directors General of the Bank as
non-voting participants. Finally, a staff representative also attends the meeting in a
non-voting capacity.

In 2019, the Governing Council was composed of:
— Governor: Pablo Hernandez de Cos.
— Deputy Governor: Margarita Delgado.

— Council Members: Fernando Eguidazu, Soledad Nufez, Carmen Alonso,
Rafael Castejon', Nuria Mas and Paz Andrés.

— General Secretary for Treasury and International Financing: Carlos San
Basilio.

— Vice-Chair of the CNMV: Ana Martinez-Pina.

— Secretary: Francisco-Javier Priego, General Secretary of the Banco de
Espafia

— Non-voting participants: the Directors General of the Bank (in 2019: Manuel
Labrado?, Juan Ayuso, Concepcion Jiménez, JesUs Saurina®, Oscar Arce,
Mercedes Olano and Alejandro Alvarez). The meetings are also attended
by a staff representative (Mariano Serrano).

1 Rafael Castejon completed his term as a Council Member of the Banco de Espana in October 2019, and has not
been replaced to date.

2 Manuel Labrado stepped down from the post of Director General on 1 March 2019, at which date he was
replaced by Alejandro Alvarez.

3 Jesus Saurina resigned from his post on 1 March 2020 following his appointment to the European Single
Resolution Board, at which date he was replaced by Angel Estrada.
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Chart 1.1

GOVERNING COUNCIL: DISTRIBUTION BY GENDER (a)

2015

2016 2017 2018 2019

— \OMEN

SOURCE: Banco de Espanfa.

a This distribution includes the Governor, the Deputy Governor, Council Members, Directors General and the staff representative.
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Chart 1.1 shows the changes in the composition of the Governing Council since
2015, based on the gender of its members. Chart 1.2 shows the distribution by
gender of voting members in 2019.

b) Functions of the Governing Council

The sphere of competence of the Governing Council of the Banco de Espana is
established in the Law of Autonomy, which confers on it, first of all, the approval of
the general guidelines for Bank activity so that it may fulfil the functions entrusted to
it. Additionally, the Governing Council discusses matters relating to monetary policy
and supervises the Bank’s contribution to the implementation of ESCB monetary
policy. When exercising these competences, linked to functions arising from its
membership of the ESCB, the Governing Council must comply with the guidelines
and instructions of the ECB and observe the independence and obligation of
professional secrecy of the Governor as a member of the ECB’s governing bodies.

The Governing Council is also entrusted with adopting the circulars issued by the
Banco de Espafia, that is the legal provisions through which it develops legislation
for which it has been expressly empowered, bearing witness to the Bank’s regulatory
powers.

The Governing Council is also responsible for imposing sanctions approved within the
framework of the disciplinary system applied to supervised institutions, and must report
quarterly to the Ministry of Economic Affairs and Digital Transformation on any
sanctioning proceedings in progress and on the resolutions adopted during the quarter.
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Chart 1.2

DISTRIBUTION BY GENDER OF THE VOTING MEMBERS OF COLLEGIATE BODIES (%) (a)

1 VOTING MEMBERS OF THE GOVERNING COUNCIL (by gender) 2 VOTING MEMBERS OF THE EXECUTIVE COMMISSION (by gender)

= MEN = WOMEN

SOURCE: Banco de Espanfa.

a This distribution includes the Governor, the Deputy Governor and Council Members.

Other functions assigned to the Governing Council include appointing, at the
Governor’s proposal, the two elected members of the Executive Commission and
the three members of the Audit Committee from among its elected Council Members;
ratifying the appointments of the Banco de Espana’s Directors General and Associate
Directors General; authorising the annual accounts for issue and approving the
budget proposals of the Banco de Espana as well as its Annual Report and all other
reports to be submitted to Parliament, the Government or the Minister for Economic
Affairs and Digital Transformation.

Lastly, the Governing Council is responsible for adopting any other resolutions that
may be necessary for the performance of the tasks assigned to the Banco de Espafa
that do not fall within the exclusive competence of the Executive Commission.

The Governing Council generally adopts decisions by concurrence, although the
regulations governing this body also provide for the possibility of ordinary, even
secret, voting.

In 2019, the Governing Council of the Banco de Espafia held a total 15 meetings, one
of which took place at the Oviedo branch, in May.

2.4 The Executive Commission

BANCO DE ESPANA
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a) Composition

The Executive Commission of the Banco de Espana is formed by the Governor, as
Chair, the Deputy Governor and two elected Council Members appointed by the
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Governing Council, following a proposal by the Governor, from the Council’s elected
members, for the period that remains in their ordinary term of office as elected Council
Members.

Fernando Eguidazu and Soledad Nufez continued as elected Council Members in
2019.

The General Secretary of the Banco de Espafia acts as ex officio secretary to the
Executive Commission and attends its meetings in a non-voting capacity, as do
the Directors General of the Bank.

Moreover, the IRBE provides for the possibility of inviting the Chair of the FROB to
participate in the meetings of the Executive Commission in a non-voting capacity,
when matters relating to the recovery or resolution of credit institutions are discussed.

Chart 1.2 shows the distribution by gender of voting Executive Commission members
in 2019.

b) Functions of the Executive Commission

The Law of Autonomy also determines the sphere of competence of the Executive
Commission, which exercises the powers conferred on it subject to the guidelines of
the Governing Council. Specifically, the Executive Commission makes decisions
regarding the management of the internal organisation and administration of the
Banco de Espana in the private sphere. It also approves the primary internal rules,
that is the internal circulars.

In addition, the Executive Commission contributes to the implementation of ESCB
monetary policy; resolves administrative authorisations granted by the Bank in
connection with credit institutions and other financial agents under its supervision;
adopts intervention measures and determines the replacement of administrators;
brings sanctioning proceedings and issues recommendations and requests to
institutions supervised by the Banco de Espana, all within the framework of the
SSM; and submits draft resolutions to be subsequently adopted by the Governing
Council.

The Executive Commission has delegated several of its powers to other Banco de
Esparfia bodies, as reflected in the corresponding resolution approving the regime
governing the delegation of powers published in the Official State Gazette (BOE, by

its Spanish abbreviation).

In 2019, the Executive Commission held a total of 53 meetings.
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MEMBERS OF THE GOVERNING BODIES OF THE BANCO DE ESPANA. GOVERNING COUNCIL

GOVERNOR

Pablo Hernandez de Cos
(Since June 2018)

COUNCIL MEMBERS

Fernando Eguidazu

(Since February 2017)

General Secretary for Treasury and

International Financing

Carlos San Basilio
(Since June 2018)

DIRECTORS GENERAL Director General Economics,

Statistics and Research

Oscar Arce

(Since June 2018)

ASSOCIATE DIRECTORS GENERAL

Associate Director General
Financial Innovation and
Market Infrastructures

Associate Director General
Services

Antonio Pérez Ocete
(December 2016-December 2019)

Carlos A. Conesa
(Since February 2018)
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DEPUTY GOVERNOR

Margarita Delgado
(Since September 2018

Carmen Alonso
(Since January 2011)

Soledad Nufez
(Since September 2018)

Vice-Chair of the National Securities
Market Commission

Ana Maria Martinez-Pina
(Since November 2016)

Director General Cash and Branches Director General Financial Stability,

Regulation and Resolution

Angel Estrada
(Since March 2020)

Concepcioén Jiménez
(Since February 2017)

Director General Financial Stability,
Regulation and Resolution

Jesus Saurina
(February 2017-February 2020)

Associate Director General
Banking Supervision |

Associate Director General
Banking Supervision Il

Alberto Rios
(Since April 2017)

Francisco Monzén
(Since December 2018)
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* Members of the Executive Commission

A The General Secretary acts as non-voting
secretary to the Governing Council and the
Executive Commission

@ The Directors General of the Banco de
Espana attend meetings of the Governing
Council and Executive Commission as non-
voting members

[ Members of the Audit Committee

0 A staff representative attends the meetings
of the Governing Council

Rafael Castejon Nuria Mas Paz Andrés
(October 2013-October 2019) ] (Since April 2017) (Since September 2018)

General Secretary Staff representative

Francisco-Javier Priego Mariano Serrano
(Since October 2011) (Since June 2013)

Director General Operations, Director General Services Director General Banking
Markets and Payments Systems Supervision

Juan Ayuso Alejandro Alvarez Mercedes Olano
(Since January 2017) (Since March 2019) (Since October 2018)

Director General Services

Manuel Labrado
(February 2013-February 2019) [ )

Associate Director General
Deputy General Secretariat

Jaime Herrero
(Since November 2016)
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2 . 5 Committees

In addition to the Governing Council and the Executive Commission, the Internal
Rules of the Banco de Espafia establish a second organisational level, comprising
two collegiate bodies: the Audit Committee and the Steering Committee.

The Audit Committee is made up of three members of the Governing Council,
appointed by the latter, from among the elected Council Members. Among other
tasks, it is entrusted with reviewing the draft annual accounts of the Banco de
Espafa and supervising relations with external auditors and the functioning of audit
and internal control services. It is also informed about any decisions adopted
internally regarding risk management, and examines the accounts of the Banco de
Espafa’s special-purpose entities prior to their approval.

In 2019, the members of the Audit Committee were Carmen Alonso, Rafael Castejon
and Paz Andrés, who joined the committee in January 2019. Rafael Castejon’s term
on the Audit Committee concluded at the same time as his position as an elected
member of the Governing Council, in October 2019, and he has not been replaced to
date.

The Steering Committee is comprised of the Governor, the Deputy Governor and the
Directors General. Its main functions are: i) advising the Governor and the Deputy
Governor on matters or decisions, as required; ii) assisting them in the preparation of
matters to be submitted to the Governing Council and the Executive Commission
for approval, and compliance with the agreements reached with these bodies;
and iii) coordinating the activities of the different Directorates General.

In addition to the governing bodies, the structure of the Banco de Espana includes

other collegiate bodies provided for in its Internal Rules.

Specifically, the Audit Committee and the Steering Committee. The Bank also has a

number of horizontal committees to better coordinate the exercise of its functions.
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In addition to these two levels of organisation, there is a third level, provided for in
the IRBE, which confers on the Executive Commission the power to set up
internal committees to examine and resolve any matters considered appropriate.
Accordingly, the Banco de Espafa has a number of internal committees whose
fundamental role is to provide advice and coordination to the Directorates
General.
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The main committees are the following*:

— Risk Management Committee: this committee is chaired by the Deputy

Governor, and its main functions are: i) to propose to the Executive
Commission the adoption of the necessary risk management measures for
financial and operational risks, the risk measurement methodologies,
including the internal credit assessment system methodology, and the
appropriate level of provisioning for risks; and ii) to monitor changes in
risks, their control environment, the limits reached and the operational risk
mitigation measures.

Information Systems Committee: this committee, chaired by the Deputy
Governor, is tasked with approving and monitoring the annual information
systems plan of the Banco de Espafa.

International Cooperation Committee: this committee, also chaired by the
Deputy Governor, defines the strategic lines of action for international
cooperation, adopts high-level decisions and carries out strategic
coordination in this area.

Budget Committee: this committee analyses the Banco de Espana’s draft
annual budget and monitors the approved budget; analyses and monitors
the inclusion of appropriations from one year to the next; reports and, if
appropriate, submits a proposal for the transfer of budget appropriations,
and, lastly, it gives advance notice of proposals to grant extraordinary and
supplementary appropriations. It is chaired by the Director General
Services.

Comprehensive Security Committee: this committee is responsible for
proposing the adoption of decisions by the Banco de Espafa relating to
corporate security matters. It is chaired by the Director General Services.

Documentary Policy and Assessment Committee: this committee is
responsible for defining the characteristics for the classification, use
and preservation of Banco de Espafa documents, and for studying and
delivering an opinion on its classification criteria, conservation periods,
transfers, elimination and conservation of documents. It is chaired by the
General Secretary.

Financial and Prudential Reporting Committee: this committee was created
in January 2019, and its main task is to coordinate the Banco de Espafa’s
position and internal procedures regarding the financial and prudential

4 The Financial Stability Committee was set up in March 2020.
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reporting requirements to which institutions are subject. It is chaired by the
Director General Financial Stability, Regulation and Resolution.

Committee Receiving Reports on Suspected Money Laundering: this
committee is responsible for compliance with the Banco de Espania’s
internal regulations on the prevention of money laundering and terrorist
financing. It receives and examines reports submitted by the departments
and branches of the Banco de Espana in connection with its internal
operations. It is chaired by the Deputy General Secretary.

Leave of Absence Assessment Committee: this committee’s main task is
to assess the leave of absence requests of Banco de Espafia employees to
work for supervised or financial sector institutions, and to decide on the
mandatory cooling-off periods to be applied. It is chaired by the Deputy
General Secretary.

Workplace Health and Safety Committee: this committee’s tasks are to
propose the policies and basic criteria for workplace health and safety,
and to coordinate and monitor preventive action and submit the annual
prevention plans for approval. It is chaired by the Associate Director
General Services.

Committee for the Assessment of BSF Financial Assistance: this committee
is responsible for assessing the requests for financial assistance from the
Beneficent-Social Fund (BSF) and for ensuring application of the principles
on which the granting of such assistance is based. It is chaired by the
Deputy General Secretary.

Independent Experts’ Committee for the Assessment of Supervised
Institutions’ Senior Officers: this committee, established in application of
the provisions of Royal Decree 256/2013, comprises three external
members who are appointed by the Bank’s Governing Council, at the
proposal of the Governor. It is responsible for providing advice in
the analysis of the suitability of senior officers at supervised institutions
in certain cases, where the individual being assessed has been sentenced
for the commission of offences or misdemeanours, or is subject to a
criminal investigation. In 2019, the members of this committee were Ignacio
Sierra Gil de la Cuesta, Mercedes Vérgez Sanchez and Antonio Salinas
Casado.
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ORGANISATION CHART OF THE BANCO DE ESPANA
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3 STRUCTURE OF THE BANCO DE ESPANA

3.1 Organisation chart and structure

The Banco de Espana performs the functions with which it has been entrusted
through its governing bodies, as described in section 2 above, and through its
Directorates General and General Secretariat.

The structure of the Banco de Espafa is based on six Directorates General and a

General Secretariat:

— Directorate General Economics, Statistics and Research.

— Directorate General Cash and Branches.

— Directorate General Financial Stability, Regulation and Resolution.

— Directorate General Operations, Markets and Payment Systems.

— Directorate General Services.

— Directorate General Banking Supervision.

— General Secretariat.
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The structure and main areas of operation of each Directorate General are detailed
below.

Structural Analysis and
Microeconomic Studies

Macrofinancial Analysis and
Monetary Policy

Directorate General

’ e Economic Developments
Economics, Statistics and

Research

International Economics and Euro
Area

Statistics

International and European
Relations

The Directorate General Economics, Statistics and Research is mainly responsible
for conducting the necessary studies and research on economic and financial
matters within the sphere of the Spanish, European and international economy.
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It also compiles the statistics entrusted to the Banco de Espafia and drafts the
reports and publications within its remit, the foremost of which is the Annual Report.
It takes the necessary action to disseminate analysis of the economic situation and
of monetary policy.

In addition, it conducts the preparatory, advisory and monitoring work relating to the
Banco de Espafa’s participation in European institutions, and develops and manages
the international relations of the Banco de Espaia outside the scope of the European
institutions and with the main international organisations and multilateral institutions,
coordinating international cooperation by the Bank with other NCBs, financial
supervisors and other similar public agencies.

Lastly, it should be noted that it is responsible for the running of the Banco de Espana
Library.

The Director General Economics, Statistics and Research is Oscar Arce.

Banknote Production Control

Directorate General Cash —————— Cash and Issues
and Branches

Branch Offices

The Directorate General Cash and Branches is responsible for, inter alia: i) controlling
the process of euro banknote production corresponding to the Banco de Espafa,
entrusted to the special-purpose entity IMBISA; and ii) issuing these banknotes and
putting coins into circulation, along with tasks relating to the withdrawal, exchange,
safekeeping of both banknotes and coins, in coordination with the Eurosystem and
the European Commission, respectively.

Additionally, it is entrusted with overseeing and monitoring those involved in
the processing and handling of cash, and with detecting and analysing
counterfeit banknotes and coins through the National Analysis Centres for
banknotes and coins in coordination with the Eurosystem and the Investigation
Brigade of the Banco de Espanfa. It is also responsible for managing the Bank’s
branch network and for carrying out certain operations for the general public,
such as the exchange of pesetas for euros until 31 December 2020, and of unfit
banknotes.

The Director General Cash and Branches is Concepcién Jiménez.
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Financial Stability and
Macroprudential Policy

Directorate General
Financial Stability, —— Financial Reporting and CCR

Regulation and Resolution

Regulation

Bank Resolution

The Directorate General Financial Stability, Regulation and Resolution is responsible
for analysing and monitoring financial stability, analysing and formulating
macroprudential policy proposals, and preparing the Financial Stability Report,
among others.

It is also entrusted with drafting reports and proposals relating to rules on the
regulation and disciplining of institutions subject to supervision, contributing to
defining regulatory policy on technical and economic aspects in the framework of
the Financial Stability Board, the Basel Committee on Banking Supervision and the
European Banking Authority.

Also worth noting are the tasks relating to: i) the preparation of draft rules on the
information that must be periodically submitted to the Banco de Espafa by
institutions subject to its supervision or to that of the SSM; ii) its management of the
Central Credit Register; and iii) preventive resolution.

In 2019, the Director General was Jesus Saurina. Since 1 March 2020, this position
has been occupied by Angel Estrada.

Associate Directorate
General Financial
Innovation and Market —— Operations

Directorate General Infrastructures

Operations, Markets and
Payment Systems Financial Risks

——— Payment Systems

The Directorate General Operations, Markets and Payment Systems is entrusted
with carrying out the operations of the Banco de Espafa in its capacity as a central
bank and member of the Eurosystem. Among other tasks, it is responsible for the
implementationin Spain of the Eurosystem’s monetary policy, and for the management
of gold, foreign currency reserves and euro-denominated financial assets owned by
the institution, and assesses and manages the financial risks of the Banco de
Espafa. Additionally, it renders payment services to the Treasury and other public-
sector entities, and government debt-related services. Also worth noting are the
tasks it performs to oversee the proper functioning of payment systems and
instruments.
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Lastly, this Directorate General has been tasked with supervising compliance with
the regulations affecting payment institutions, account information service providers
and electronic money institutions, and with the supervision of other payment service
providers supervised by the Banco de Espafa.

The Director General Operations, Markets and Payment Systems is Juan Ayuso, and
the Associate Director General Financial Innovation and Market Infrastructure is
Carlos A. Conesa.

Procurement and General

Services
Associate Directorate
General Services

—— Information Systems

—— Control, Budget and
Accounting

Directorate General
Services

Human Resources and
Organisation

The management and administration of the internal services and functions common
to the whole of the Banco de Espana is the responsibility of the Directorate General
Services. Its tasks include: i) human resources and workplace health and safety;
i) hiring arrangements; iii) preparation of draft budgets and annual accounts;
iv) accounting and control of the Banco de Espafia’s accounts; v) acquisition,
maintenance and administration of the institution’s assets; vi) information systems;
and vii) and organisation and management of internal security.

The Director General Services is Alejandro Alvarez. In 2019, the Associate Director
General was Antonio Pérez Ocete.

— Supervision |
Directorate General —— Supervision Il
Banking Supervision Associate Directorate General
Banking Supervision |
Supervision Il
Supervision IV
Associate Directorate General
Banking Supervision Il
Supervision V

All the tasks assigned to the Banco de Espafa as a supervisory authority within the
framework of the SSM are concentrated in the Directorate General Banking
Supervision, which is therefore responsible for supervising: i) the solvency of credit
institutions and their compliance with the specific regulations governing them,
indirectly in the case of “significant” credit institutions; and ii) directly in that of “less
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significant” credit institutions and other financial institutions supervised by the
Banco de Espana.

It is also tasked with preparing draft rules on accounting for credit institutions and
other supervised institutions, and with resolving any queries in this connection.

The Director General Banking Supervision is Mercedes Olano and the Associate
Directors General are Francisco Monzoén and Alberto Rios.

Associate Directorate General
Deputy General Secretariat Market Conduct and

Complaints

General Secretariat

Legal

The General Secretariat’s function notably include: i) to provide the secretariat for
the governing bodies of the Banco de Espafa and to head the legal advice service
for the governing bodies and the institution as a whole; ii) to conduct sanctioning
proceedings; iii) to keep official registers and process authorisation procedures for
new institutions; iv) tasks relating to supervision, supervisory and regulatory policy
in respect of banking transparency and customer protection; and v) settlement of
complaints in this area.

It also heads the areas of governance, transparency and access to public
information, protection of personal data (a data protection officer has been
assigned to the General Secretariat), E-Administration and Virtual Office, areas
relating to documentation, such as the register, the archives and documentation
management.

Since 2019, the Deputy General Secretariat is responsible for compliance with the
requirements on the accessibility of Banco de Espafia websites and applications for
mobile devices.

The General Secretary is Francisco Javier Priego, and the Deputy General Secretary
is Jaime Herrero.

Governor’s Office

Internal Audit

Governor

Communication

Institutional Relations and
Protocol
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In addition to the Directorates General and the General Secretariat, and reporting
directly to the Governor, there are a number of departments which have been
entrusted with various cross-departmental functions. These departments, in their
respective fields of competence, are responsible for: i) internal audit functions,
specifically, reviewing the processes and procedures of the institution’s areas of
activity; ii) media relations and implementation of the Bank’s communication policy
and institutional image; and iii) functions relating to institutional activities and
protocol (from 2020, the latter are carried out by the Governor’s Office).

3.2 Banco de Espana head offices and branches

BANCO DE ESPANA

The Banco de Espafia has two head offices in Madrid: i) the main head office in Calle
de Alcala 48, which houses the central services of the Bank; and ii) that located in
Calle de Alcala, 522. It also has 15 branches (located in A Corufa, Alicante, Badajoz,
Barcelona, Bilbao, Las Palmas, Malaga, Murcia, Oviedo, Palma, Seville, Santa Cruz
de Tenerife, Valencia, Valladolid and Zaragoza).

One of Madrid’s most emblematic buildings is home to the Banco de Espana’s main
head office, representative of the work of Spanish architects of the 19th and early

OVIEDO
ACORURA L]

et ot — BARCELONA

MADRID

PALMA
——— VALENCIA

BADAJOZ
ALICANTE

MURCIA

SEVILLA

MALAGA

TENERIFE

LAS PALMAS

Branch offices of the Banco de Espana.
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Three of the areas included in the institutional tours. On the left, the stained-glass window commissioned from the firm
Maumejean, dating back to 1860, with Mercury, the god of commerce, at the centre, above the figure of a banker. On the right,
the grand staircase, constructed in Carrara marble by Adolfo Areizaga, a sculptor from Bilbao. Below, the stained-glass ceiling
of the Banking Hall, by the firm Maumejean.

20th centuries. The building, which stands on the site of the former palace of the
Marquis of Alcadnices, has undergone three extensions.

Before its inauguration in 1891, this head office had occupied different locations in
Madrid, namely, a palace owned by the Count of Altamira, the Monistrol Palace, a
building in Calle Montera or the House of the Five Major Guilds of Madrid.

The main head office has interior spaces of great historic and artistic value,

notably the grand staircase and the courtyard, formerly the general cashiers’
section and now housing the library, which boasts a cast iron structure
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commissioned from the Fabrica de Mieres. As described below, this building can
be visited as part of the institutional tours organised by the Bank, aimed at groups
from schools, universities and, exceptionally, non-profit cultural and membership
organisations.

Functionally, these headquarters house the Bank’s central services and is where
the meetings of the governing bodies and senior management are held. The
building in Calle de Alcala 522 is reserved for various general services and
operational functions. Lastly, the different branches located throughout Spain
operate with credit institutions and provide specific services to the general public,
such as the exchange of pesetas for euros, the withdrawal of counterfeit banknotes
and coins or public debt subscriptions, among others.

3 . 3 Human resources

As at 31 December 2019, the total number of Banco de Espafa employees was
3,331. In line with the trend observed in previous years, the average age of
employees was 44.75 years at the end of the year, and there was a greater gender
balance, with 50.23% of women and 49.77% of men. As Chart 1.3 shows, it should
be noted that, so far this decade, the proportion of total Bank staff that are women
has increased by more than nine percentage points, from 40.5% in 2011 to 50.23%
in 2019.

As regards the staff composition by professional groups, Charts 1.4 and 1.5 shows
the current distribution and percentage corresponding to the following: i) individuals

Chart 1.3

STAFF COMPOSITION (%)
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SOURCE: Banco de Espafia.
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in management positions or with responsibility over teams (managerial staff, levels 1
to 9); ii) senior experts and specialists (other managerial staff up to level 9); iii) experts
and specialists (managerial staff, levels 10 to 14); iv) administrative staff; and
V) various support services.

According to the latest ranking by Mazars and the Official Monetary and Financial

Institutions Forum (OMFIF), the Banco de Espana leads the gender equality index of

central banks worldwide, with a score of 91.67 out of 100, far ahead of other European
banks.

At the end of 2019, there were 442 employees at the Banco de Espafa’s 15 branch
offices. There is a director in charge of each branch, who represents the Banco de
Espafia and is responsible for the infrastructure and administrative and support
services. In general, two units report to this director: Cash-Operations, which carries
out cash and bank operations, and Financial Control, which audits and accounts for
all operations.

In addition, the following restructuring processes were carried out at the Bank in
2019:

— The Directorate General Financial Stability, Regulation and Resolution
internally reorganised its Financial Stability Department in order to better
assume its responsibilities to analyse and monitor financial stability and

Chart 1.4
STAFF COMPOSITION BY PROFESSIONAL GROUP (%)

= MANAGERS
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" EXPERTS AND SPECIALISTS

= ADMINISTRATIVE STAFF
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SOURCE: Banco de Espafia.
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Chart 1.5

STAFF COMPOSITION BY GENDER (%)
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Men 60.05 53.85 48.05 34.01 88.97
Women 39.95 46.15 51.95 65.99 11.08

SOURCE: Banco de Espana.

prepare macroprudential policy proposals, through the use of new
macroprudential tools approved by Royal Decree-Law 22/2018 of
14 December 2018, and as a result of its participation in AMCESFI, along
with other financial supervisors. This Directorate General also
reorganised its Regulation Department to respond to complex
international regulation issues and identify synergies in regulatory policy
and prudential regulation functions.

The Directorate General Banking Supervision also underwent
reorganisation to continue to adapt its organisational and functional
set-up to that of the SSM, to brings its supervisory activities into line
with Royal Decree-Law 19/2018 of 23 November 2018, which transposes
the new Payment Services Directive (PSD2) into Spanish law, and to
improve the efficiency of technological risk assessment at supervised
institutions, particularly at those which are less significant.

3.4 Special-purpose entities
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In accordance with ECB regulations and as provided for by the Law of Autonomy,

the Banco de Espafnais supported by two special-purpose entities: i) the commercial-
law company Imprenta de Billetes, SA (IMBISA); and ii) the Fundacion Centro de
Estudios Monetarios y Financieros (CEMFI).
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a) Imprenta de Billetes, SA (IMBISA)

IMBISA is a publicly-owned commercial-law company whose sole corporate purpose
is the production of euro banknotes. This special-purpose entity was created in
response to the need to adapt to the legal framework for euro banknote production,
following approval of Guideline (EU) 2015/280 of the European Central Bank of
13 November 2014, on the establishment of the Eurosystem Production and
Procurement System (ECB/2014/44).

In the specific case of Spain, the option chosen was a model under which the national
quota of euro banknotes for the ESCB could be produced by a commercial-law
company assigned the status of a specific resource and technical service of the
Banco de Espafia. Accordingly, Law 36/2014 of 26 December 2014 on the 2015 State
Budget amended the Law of Autonomy of the Banco de Espafa so that the central
bank could entrust its euro banknote production quota to a commercial-law company
in which it held a majority stake.

The company, which was created on 2 November 2015, is 80%-owned by the Banco
de Espafa and 20%-owned by the Spanish National Mint (FNMT-RCM, by its Spanish
abbreviation). According to the amendment of the above law contained in the 2017
State Budget Law, the latter may maintain its stake in IMBISA for as long as the
company carries out its banknote production activities on the premises of the FNMT-
RCM. Pursuant to IMBISA’s articles of association, the Shareholders’ General
Meeting and the Board of Directors are responsible for the governance, management
and representation of the company.

Since its establishment, IMBISA has been entrusted with the production of the quota
of euro banknotes assigned annually to the Banco de Espafia by the ECB, which
places strict security requirements on banknote printing works.

In order to adapt to the new ECB regulations on printing processes and to address
the technical and banknote production limitations of the current premises, when
created, IMBISA undertook to build new production facilities that comply with all the
security requirements and are equipped with the necessary technical means. The
construction project for the new facilities, subject to public-sector procurement
regulations, was launched in June 2016, and construction work was expected to
commence in the first quarter of 2020.

b) Centro de Estudios Monetarios y Financieros (CEMFI)
The Centro de Estudios Monetarios y Financieros (CEMFI) was created by the Banco

de Espana in 1987 with the principal aim of organising a post-graduate programme
focusing on education for high-level specialists in Economics and Finance. In 1991,
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the Bank set up the Fundacién Centro de Estudios Monetarios y Financieros (CEMFI)
to promote education and research in Economics, focusing particularly on monetary
and financial issues. The foundation is registered in the State Foundation Register.

The foundation’s Board of Trustees is composed of a minimum of five and a maximum
of 16 members. Its ex officio members are the Governor and the Deputy Governor of
the Banco de Espafia. The Governor chairs the Board of Trustees and the Deputy
Governor chairs the Executive Commission of the foundation. The elected members
of the Board of Trustees are appointed by the Executive Commission of the Banco
de Espafa, at the proposal of the Board of Trustees, for a four-year term of office
and with the possibility of re-election. The foundation’s Executive Commission is
composed of a minimum of three and a maximum of five members. The elected
members of the Executive Commission are appointed by the Board of Trustees.

To fulfil its goals, the foundation’s activity focuses on graduate education and
research. As regards graduate education, CEMFI offers, jointly with the Universidad
Internacional Menéndez Pelayo, a post-graduate programme which leads to a
master’'s degree in Economics and Finance and to a PhD in Economics and
Governance. It also organises, in collaboration with the Directorate General Banking
Supervision, a diploma in Banking Supervision to provide training for those aspiring
to form part of the credit institutions inspectorate.

With respect to research, CEMFI ranks third among Spanish institutions in the RePEc
classification normally used for Economics research, behind the Barcelona Graduate
School of Economics and the Banco de Espafa, but ahead of all other institutions,
regardless of their size. In 2017, it obtained accreditation from the Maria de Maeztu
Excellence Unit, granted by the State Research Agency to boost the quality of
Spanish research through the recognition of research centres that stand out
internationally.

The Banco de Espana has two special-purpose entities: i) IMBISA, whose sole corporate
purpose is the production of euro banknotes and which acts as a specific resource and
technical service of the Banco de Espafa in the framework of banknote production for

the ESCB, and ii) the Fundacién Centro de Estudios Monetarios y Financieros (CEMFI),
an internationally renowned Spanish centre engaging in education for high-level

specialists in Economics and Finance, particularly post-graduate studies, and research
on these areas.

The relationship between the Banco de Espafa and CEMFI is a very close one.
Apart from CEMFI’s contribution to training current and future Banco de Espana

BANCO DE ESPANA 53 INSTITUTIONAL REPORT 2019 1. THE BANCO DE ESPANA FROM THE INSIDE



BANCO DE ESPANA

54

employees, its teachers offer advisory services to the Bank. In addition, a Banco de
Espana-CEMFI research workshop is organised every six months, and there is a
programme of visits for Banco de Espafa employees to CEMFI and for CEMFI
teachers to the Banco de Espafia. In addition, CEMFI and the Banco de Espafia
jointly organise a two-yearly conference on financial stability, and other specialist
meetings.
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4 TRANSPARENCY AND ACCOUNTABILITY

This section outlines the main channels through which the Banco de Esparia shows
its commitment to the principles of transparency and accountability, which are
fundamental for an independent public organisation.

41 Reports and other annual publications
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The Banco de Espana periodically publishes documents providing information on
the activities that fall within its remit®. This section describes some of the key
publications disseminated by the Bank on an annual basis:

Annual Report

The Annual Report is the main instrument used by the Banco de Espafia to contribute
to disseminate its analysis of the performance of the Spanish economy. The report
places particular emphasis on the international context, the euro area and economic

policy.

Institutional Report

The Institutional Report provides the public at large with a fuller view of the
organisation and structure of the Bank, and of the various functions it performs. It
also summarises the main activities carried out over the year.

Report on Banking Supervision in Spain

This publication includes a detailed description of the supervisory functions of
the Banco de Espafna and the supervisory actions undertaken during the year, the
organisation of the supervision, the priorities and strategies adopted, the Banco de
Espafa circulars relating to supervision, the oversight of financial market
infrastructures and payment instruments, and its participation in international fora
on banking regulation and supervision.

5 All of the Banco de Espana’s regular reports and publications can be found at https://www.bde.es/bde/en/, where
they can be downloaded free of charge in electronic format. If a publication cannot be found on the website, it can
be requested from publicaciones@bde.es.

In addition, the full list of Banco de Espana publications, which is regularly updated, can be found on its website
at http://www.bde.es/f/webbde/Secciones/Publicaciones/Relacionados/Fic/Catalogopublicaciones.pdf.
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Central Credit Register Report

This report presents the activities carried out by this area during the year and the
most salient aspects affecting the credit risk information it receives and processes,
and also covers other aspects which have an impact on its operations or are of
interest to its users.

Annual Complaints Report

This report provides a statistical analysis of the proceedings processed by the
Market Conduct and Complaints Department of the Banco de Espafa, indicating,
amongst other issues, the areas in which complaints were lodged, as well as the
affected entities, the transparency regulations and the best practice criteria applied
in the resolutions issued by this department during the corresponding year.

Central Balance Sheet Data Office. Annual results of non-financial corporations

This publication contains the last ten years’ aggregate data of non-financial
corporations and listed and unlisted corporate groups (balance sheets, income
statements, employment and wages, ratios, etc.) and information compared with
that of other European central balance sheet data offices.

Annual Accounts of the Banco de Espana

The Annual Accounts of the Banco de Espafia comprise the balance sheet, the profit
and loss account and the notes to the accounts. The accounts have been prepared
in accordance with the internal accounting rules and principles of the Banco de
Espafia. These rules and principles are based on the accounting framework
established for national central banks of the ESCB.

Financial Accounts of the Spanish Economy

The Financial Accounts of the Spanish Economy form part of the Spanish System of
National Accounts and are the statistical basis for the financial analyses of the
economy, including those contained in the Banco de Espafa’s Annual Report and in
its quarterly reports on the Spanish economy. This publication is divided into two
chapters: the first summarises the non-financial national accounts prepared by
the Spanish National Statistics Institute (INE, by its Spanish abbreviation), and the
second focuses on the financial balance sheets and financial transactions accounts
for the sectors and sub-sectors of the Spanish economy.
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In addition to the publications described in section 4.1 above, the Banco de Espafa
publishes, with varying frequency, other documents, bulletins and reviews, which
notably include the following:

Economic Bulletin

The Economic Bulletin is published quarterly and presents the key messages relating
to the macroeconomic performance of the Spanish economy. This publication
comprises the “Quarterly Report on the Spanish Economy”, and a list of links for
electronic access to the Analytical Articles and Economic Notes published during
the related quarter on the Bank’s website.

The Quarterly Report analyses recent developments in the Spanish economy, within
the international and euro area context. The Analytical Articles present various
subjects relating to the economy and finances of Spain, the euro area and the
international environment. The Economic Notes focus on specific topics, linked both
to the economic outlook and to methodological and statistical issues.

Statistical Bulletin

The Statistical Bulletin, which is issued every month in electronic format, contains
the different economic statistics compiled by the Banco de Espafa (on the credit
system, other financial institutions, financial markets, general government and the
balance of payments), a summary of general economic statistics, compiled by
the INE and other public bodies, and a set of indicators for other countries.

Financial Stability Report

This is a half-yearly publication that analyses the specific risks to the Spanish
financial system and the profitability and solvency of Spanish credit institutions
using both a backward- and forward-looking approach. The report also presents the
Banco de Espafna’s macroprudential policy and measures.

Financial Stability Review

The Financial Stability Review is a half-yearly publication that aims to act as a
platform for communication and dialogue regarding issues related to financial
stability, with a particular focus on prudential regulation and supervision. It is an
open publication, accommodating personal collaborations by financial sector
researchers and professionals which are subject to an anonymous referee process.
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RESEARCH UPDATE

Research Update

The Research Update provides a brief summary, every six months, of research
activities at the Banco de Espafia. It is targeted at the international research community,
and is therefore published in English.

4.3 The Transparency Portal and requests for access to public information
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The activities pursued by the Banco de Espafa that are regulated by administrative
law are subject to compliance with certain transparency obligations stipulated in
Law 19/2013 of 9 December 2013 on transparency, access to public information and
good governance.

Specifically, the law stipulates that the Banco de Espana shall regularly publish a
range of up-to-date information (commitment to inform citizens) and respond to the
public’s requests for information, thus providing a mechanism for ensuring
transparency as a public institution.

a) The Transparency Portal

The Banco de Espafia has addressed its commitment to inform citizens by creating
a Transparency Portal on its website (https:/www.bde.es/bde/en/secciones/
sobreelbanco/Transparencia/), whose aim is to broaden and strengthen the
institution’s transparency as a mechanism for facilitating control of its public actions.

The Banco de Espafa publishes information on the Transparency Portal, under the
following categories:

— Institutional and planning information: this section gives essential
information on the Banco de Espafia, what it does, how it is organised and
how it works. It includes information relating to the functions of the Banco
de Espania, the legal framework applicable to its activities, the organisational
structure of the institution, the calendars of the Governor and the Deputy
Governor, the codes of conduct, plans and schedules for the institution’s
activities, and the logging of personal data processing activities for which
the institution is responsible.

— Information of legal importance: this section basically facilitates public
control of the Banco de Espafia’s actions related to the drafting of legal
provisions. It includes circulars, documents subject to public consultation,
reports, technical applications and guidelines prepared by the institution,
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Box 1.4

60 YEARS ON FROM THE 1959 STABILISATION PLAN. THE BANCO DE ESPANA AS ECONOMIC POLICY ADVISER

The year 2019 marked the 60th anniversary of the 1959
Stabilisation Plan. The Banco de Espafa Barcelona
branch staged a commemorative ceremony at which an
extensive number of specialist historians and the
Governor, Pablo Hernandez de Cos, were present.

The Stabilisation Plan, in which the Banco de Espana and
the then-director of its Research Department - Joan
Sarda - were key players, entailed the implementation of
a series of monetary, financial and external openness
policy measures. These allowed Spain to emerge from
autarky and international isolation, and to begin a process
of liberalisation and opening-up of the economy,

unprecedentedly paving the way for an improvement in
Spaniards’ standard of living.

The contribution of the Banco de Espana, personified in
the figure of Joan Sarda, to the success of the Stabilisation
Plan is a significant example of its advisory role in
economic policy decision-making. In this respect, it is
worth pointing out that this advisory role of the Banco de
Espafa in these areas, expressly included in its 1994 Law
of Autonomy (still in force), was reflected in earlier
legislation, such as the 1980 Law on the Governing Bodies
of the Banco de Espafia and the 1962 Decree-Law on the
nationalisation and reorganisation of the Bank.

October 1964 meeting of the Federation of North American Financial Analysts in the Salén de Actos conference room of the Banco de Espafa in Madrid. Joan
Sarda led the colloquium on the Spanish banking system (left). The Governor of the Banco de Espana, Pablo Hernandez de Cos, visiting the exhibition
following the opening of the commemorative ceremony marking the 60th anniversary of the 1959 Stabilisation Plan, on the Barcelona branch premises (right).

and documents issued by international organisations within the framework

of collaboration with the Banco de Espania.

— Economic information: this section, which deals with economic, budget

and statistical information and the use of public funds, includes information

relating to contracts, agreements, management delegation agreements,
cultural and social work, budget management, annual accounts, salaries

of members of governing bodies and senior management, conflicts of

interest of public employees, fixed assets and official vehicles, and the

institution’s historical and art heritage.
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The Governor of the Banco de Espana, Pablo Hernandez de Cos, after receiving the 2019 “Tintero” award from the Spanish
Association of Financial Journalists (APIE, by its Spanish abbreviation).

The Banco de Espana’s Transparency Portal provides up-to-date information on the
Bank’s structure, on how it is organised and operates, along with a wealth of economic
information about its annual accounts, budgets, procurement, agreements, etc.

Moreover, it contains all the legal provisions currently being drafted, for consultation

by the general public.

b) Citizens’ right of access to public information

Citizens have access to the public information held by the Banco de Espafia, that is,
to content or documents, whatever their format (hard copy or digital), prepared or
acquired by the Banco de Espafa, with regard to the activities it pursues that are
regulated by administrative law.

In 2019, citizens submitted 62 requests for access to public information held by
the Banco de Espanfa, thus consolidating the notable increase in such requests
recorded in the previous year. In line with data published in 2018, a large proportion
of the requests for access to public information received by the Banco de Espafia
in 2019 referred to the different aspects of the resolution of Banco Popular
Espafol, SA.
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Chart 1.6

REQUESTS FOR ACCESS TO PUBLIC INFORMATION
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4.4 Relationship with the Spanish Parliament and calendars of the Governor
and Deputy Governor
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Pursuant to applicable regulations, the Banco de Espafia must submit some of its
regular reports and publications to the Spanish Parliament. In addition, as established
in the Law of Autonomy, the Governor, as the representative of the Banco de Espania,
regularly appears before the Spanish Parliament, where he also presents the Annual
Report, a publication through which the Bank contributes to the dissemination of its
economic analyses.

In 2019, the Governor appeared before Parliament on only one occasion, that is, on
28 January, before the Spanish Parliamentary Budget Committee and in relation to
the draft State Budget for 2019. Given the changes in the schedule of parliamentary
sessions in 2019, resulting from the general election process and the actual workings
of Parliament and its committees, the Annual Report was not presented and other
regular appearances did not take place.

Lastly, in order to broaden and strengthen the transparency of its public activities
and public control of its actions, and to guarantee citizens’ right of access to public
information, the Banco de Espafa has, since January 2019, published the calendars
of the Governor and the Deputy Governor every month, on its website’s Transparency
Portal. These calendars provide information about institutional meetings,
appearances, conferences, speeches and meetings with third parties (including the
media), unless the dissemination of such information should be considered harmful
to the public interest.
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Box 1.5
STRATEGIC PLAN

With the aim of contributing to the better fulfilment of its
functions, in an increasingly changing economic, social
and technological setting, in 2019 the Banco de Espana
set about preparing a strategic plan to promote citizens’
knowledge of the mission, vision and values of the

institution. To this end, on 9 January 2020 the Governing
Council approved the Strategic Plan 2024. The plan
defines five objectives to be attained and which will be
pursued through various projects and initiatives, in which
the members of the organisation will be involved.

MISSION

The mission of the Banco de Espafia is to support stable
economic growth. To this end, it pursues both price and financial
system stability and, through its analysis, contributes towards

other economic policy-making

VISION

An outstanding and dynamic central bank committed to society

VALUES
INDEPENDENCE PUBLIC SERVICE TRANSPARENCY
INTEGRITY EXCELLENCE

STRATEGIC
OBJETIVES

To improve the capacity
to identify and react
promptly to risks to

economic and financial

stability

To modernise the
Banco de Espafia in
order to make it more
efficient, flexible and
innovative
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To promote excellence
through talent
management and
commitment to
employees
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To increase the Banco
de Espana’s influence
over its areas of
activity
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To generate greater
confidence in the
Banco de Espafia
and greater value

for society






